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cognitive based job, with poker players placing lower in tournaments when reaping a

smaller share of their winnings. Our empirical tests suggest that this is primarily due to

incentives. Further, our results support the prediction of tournament theory that larger

spreads between prizes induce higher e�ort levels from competitors (Eriksson (1999)).

This has implications for �rms, where promotions often follow a tournament structure

with employees promoted based on their performance relative to other employees (Lazear

(1992); Baker, Gibbs, and Holmstrom (1993, 1994a,b); Bognanno (2001)). Our results

suggest that increasing the marginal value of the prize (the promotion) can be an e�ective

way to increase productivity, even when output is highly variable as is the case in poker

tournaments.

The remainder of the paper is organized as follows. Section 2 brie
y describes the

features of online poker tournaments and the market for staking that are crucial for un-

derstanding our empirical analysis. Section 3 describes the data, while section 4 outlines

our empirical framework and central estimation equations. Section 5 presents the results

of our analysis, including tests that di�erentiate between potential mechanisms. Section














