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ABSTRACT 
 

Every manager faces a fundamental choice: should you reward your team for cooperating, or for competing? It’s a high-
stakes question. Team-based rewards can build a sense of unity but often invite some members to slack off. On the other 
hand, competitive, winner-take-all bonuses can light a fire under individuals but risk turning colleagues into rivals, 
leading to less help and even outright sabotage. This article dives into this dilemma, exploring how these forces play out, 
especially when teams are a mix of high-fliers and steady contributors. We look at the predictions from economic theory 
and then hold them up against the results of controlled lab experiments that mimic these workplace dynamics. The 
findings are surprising. Big bonuses don't always spark the extra effort you'd expect, and they certainly don't make up for 
the loss of helping hands. We also find that while people are reluctant to sabotage their teammates, they are also quick to 
stop offering help once competition enters the picture. For managers, the takeaway is clear: creating a balanced, mixed-
skill team and focusing on more than just individual prizes is often the winning strategy. 

Keywords: Personnel economics, incentive schemes, rank-order tournaments, sabotage, cooperation, helping behavior, 
team heterogeneity, superstar effect, organizational behavior, experimental economics, dual incentive problem. 

 

INTRODUCTION 

The Manager's Dilemma: Competition vs. Cooperation 

Walk into any office, and you'll feel a constant tension in 

the air—the tug-of-war between individual ambition and 

the need for teamwork. As a manager, your job is to 

harness both. You need your star players to strive for 

greatness, but you also need everyone to row in the same 

direction. This is the heart of the "dual incentive 

problem," a challenge that has kept managers up at night 

for decades [42]. How do you motivate people without 

accidentally breaking the very collaboration that makes a 

team work? 

For years, two main philosophies have battled for 

dominance. The first champions a cooperative approach. 

It argues for team-based incentives, where everyone 

shares in the rewards of collective success [18]. The logic 

is simple: if we all win together, we'll all help each other. 

It’s a powerful idea, but it has a well-known Achilles' heel: 

the "free-rider," who coasts on the efforts of others [1]. 

This leads to the second school of thought, which puts its 

faith in the power of competition. Pioneered in economic 

theory by Lazear and Rosen (1981), this approach uses 

"rank-order tournaments"—think promotions, sales 

contests, or "employee of the month" bonuses [40]. By 

creating a valuable prize that only the top performer can 

win, you create a powerful incentive for everyone to give 

their all, even if you can't watch their every move [44]. It's 

a philosophy that has shaped corporate giants and fueled 

the "rank-and-yank" performance reviews of the past. 

But this competitive approach comes with a dark side. 

When the pressure to win is high, the line between healthy 

competition and destructive behavior can blur. People 

may stop offering a helping hand to a struggling colleague 

[19]. Worse, they might be tempted to engage in "office 

politics" or even outright sabotage—actively working to 

undermine a rival to get ahead [11, 12]. These actions can 

poison a workplace culture and wipe out any gains you 

might have seen from increased individual effort [8, 20]. 

This balancing act gets even trickier when you consider 

that no two employees are the same. Your team is likely a 

mix of "superstars," solid contributors, and newcomers 

still learning the ropes [27]. How does a competitive bonus 

affect this diverse group? Does it inspire everyone to raise 

their game, or does it cause the average performers to give 

up, figuring they have no chance against the office 

superstar? [5]. And who should be helping whom? Is it 

better for a junior employee to assist a top performer, or 

for the star to spend time mentoring the novice? 

Getting clear answers to these questions from the real 

world is incredibly hard. Companies don't build teams or 
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set salaries for the sake of a clean experiment. That's why, 

to get to the bottom of this, we turn to the world of 

controlled laboratory experiments. By creating 

miniature, simulated workplaces, researchers can 

carefully measure how people really behave when faced 

with these choices. 

This article brings together these findings to tackle the 

big question: Do competitive bonuses actually ruin 

cooperation in teams with mixed abilities? We'll start by 

looking at what economic theory predicts, and then see 

how that stacks up against the often surprising reality of 

human behavior. 

2. What Should Happen? A Look at the Theory 

Before diving into what people actually do, let's explore 

what a purely rational person should do. By building a 

simple model, we can create a baseline prediction for 

how people would behave if they were only motivated by 

maximizing their own paycheck. This gives us a 

benchmark to compare the real-world results against. 

2.1. The Basic Setup 

Imagine a team of employees, each with a different level 

of natural ability or productivity. Let's call them High-

ability (H) and Low-ability (L) types. In any given project, 

each person can choose to spend their energy in a few 

ways. They can focus on their own tasks (we'll call this 

effort), or they can choose to interact with their 

teammates. This interaction can be positive, like lending 

a hand (helping), or negative, like intentionally hindering 

them (sabotage). All of these actions take time and 

energy, so they come at a cost. 

A key part of our model is that help is more powerful when 

given to a more skilled person. Think of a junior lawyer (L-

type) doing research for a senior partner (H-type). That 

help frees up the partner to focus on high-value legal 

strategy, making the junior's help incredibly productive 

for the firm. 

2.2. How Incentives Change the Game 

Now, let's see what happens when we introduce two 

different ways of paying our team. 

A. The "All for One" Approach (Cooperative Pay) 

First, imagine a system where there are no individual 

bonuses. The team gets paid based on its total collective 

output, and everyone gets an equal slice of the pie. In this 

world, the theory is crystal clear: everyone should choose 

to help each other. Why? Because helping a teammate 

increases their output, which increases the team's total 

output, which in turn increases your own paycheck. 

Sabotage makes no sense at all—it would be like taking 

money out of your own pocket. 

B. The "Winner Takes All" Approach (Competitive Bonus) 

Now, let's add a twist. On top of the team-based pay, we 

introduce a juicy bonus that only goes to the person with 

the highest individual output. Think of it like a lottery 

where the more output you produce, the more tickets you 

get. Suddenly, the math changes completely. The 

predictions below paint a picture of a perfectly rational, 

calculating workforce. 

Incentive Scheme Predicted Individual Effort Predicted Helping Behavior 

Cooperative Pay (No Bonus) Moderate High (Helping is profitable) 

Moderate Bonus Increases Decreases sharply 

High Bonus Increases further Disappears; turns into 

sabotage 

These predictions give us a clear, if cold, set of 

expectations. Now, let's see what happens when real 

people enter the equation. 

3. The Experiment: Putting Theory to the Test 

To see how real people grapple with these trade-offs, 

researchers designed a controlled laboratory 

experiment. This method allows us to isolate the effects 

of different pay schemes and team structures in a way 

that would be impossible in a real company. 

3.1. How It Worked 

The experiment, run using the z-Tree software [21], 

brought student volunteers into the lab. They were 

randomly and anonymously placed into four-person 

teams, and these teams stayed the same throughout the 

session. 

Each person was assigned an ability type, High (H) or Low 

(L), which determined how productive their effort was. To 

see how team makeup mattered, different sessions had 

different team compositions: some were all H-types 

(HHHH), some all L-types (LLLL), and some were a mix 

(like HHLL or HHHL). 

The experiment unfolded in three 8-round blocks. In each 

round, participants had to decide how much effort to put 

into their own work and whether to help or sabotage each 

of their three teammates. The key variable was the pay 

structure, which changed from block to block: 
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● Block 1 (The Baseline): Everyone started with a 

purely cooperative system. Your pay was based only on 

the team's total output. No bonus, no competition. 

● Blocks 2 & 3 (The Competition): In the next two 

blocks, a competitive bonus was introduced. In one block, 

it was a moderate bonus; in the other, a high bonus. The 

order was switched between sessions to make sure the 

timing didn't affect the results. 

3.2. What We Were Looking For (The Hypotheses) 

The experiment was designed to test a few key ideas: 

● Hypothesis 1 (The Basic Theory): Will people 

behave like the rational model predicts? Will effort go up 

and help go down with a bonus? 

● Hypothesis 2 (The Best Team Mix): Which team 

structure will be the most productive? The "competitive 

school" would bet on the all-star HHHH team, where the 

pressure to perform is highest. The "cooperative school" 

might predict that mixed teams, where people can help 

each other, would do better. 

● Hypothesis 3 (The Effect of Pressure): Will 

increasing the competitive pressure (by raising the bonus 

or adding more H-types) lead to a surge in output that goes 

beyond what the basic theory predicts? 

● Hypothesis 4 & 5 (Effort vs. Help): When the 

pressure is on, what gives? Will people become hyper-

competitive and pour all their energy into effort? Or will 

the non-competitive spirit win out, leading them to 

withhold help and resort to sabotage? 

With this setup, the stage was set for a fascinating 

showdown between economic theory and human nature. 

4. The Results: When Theory Meets Reality 

When the data from the experiment came in, it told a 

fascinating story, revealing a sharp contrast between how 

rational models predict people should act and how they 

actually behave. The table below gives a high-level 

summary of the showdown between prediction and 

reality. 

Subject The Prediction (Based on 

Theory) 

The Reality (What People 

Actually Did) 

Effort Effort should steadily increase 

as the bonus gets bigger. 

Effort was lower than 

predicted when the bonus was 

highest. 

Helping People should stop helping as 

soon as a bonus is introduced. 

Correct. Helping behavior 

vanished almost immediately. 

Sabotage With a high bonus, sabotage 

should be widespread. 

Incorrect. People were 

strongly reluctant to sabotage 

others. 

Total Output Total output should stay the 

same regardless of the bonus. 

Output was highest with no 

bonus and dropped with 

competition. 

Best Team The theory is neutral, but 

competition fans would pick 

all-star teams. 

Balanced, mixed-skill teams 

consistently performed the 

best. 

 

4.1. A Quick Look at the Findings 

Right away, it was clear that human behavior is more 

complicated than the standard theory suggests. 

● Effort: With little or no competition, people 

actually worked harder than the model predicted. But 

when the bonus was highest, they surprisingly put in less 

effort than predicted. 

● Help and Sabotage: People were stingy with their 

help, offering less than the model predicted even when it 

was in their financial interest. But the most striking finding 

was about sabotage. When the bonus was huge and the 

model predicted rampant backstabbing, people refused to 

do it. There seems to be a powerful, built-in resistance to 

actively harming a colleague. 

● The Bottom Line (Total Output): Because of these 
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competing effects, teams were more productive than 

predicted when working cooperatively, but less 

productive than predicted once a competitive bonus was 

on the table. 

4.2. Finding the Dream Team: The Power of Balance 

One of the most practical questions for any manager is 

how to build the most effective team. The experiment 

tested different combinations of High and Low-ability 

workers. The results were clear and flew in the face of the 

idea that packing a team with superstars is the best 

strategy. 

Finding 1: Balanced, mixed-ability teams (like two H-types 

and two L-types) are the most effective. 

These balanced teams consistently outperformed the 

other setups. The all-star (HHHH) teams suffered from 

intense internal competition that killed helping, while the 

all-L-type (LLLL) teams seemed to suffer from 

discouragement. The balanced team appears to hit a sweet 

spot, maintaining enough competitive fire to keep people 

trying, but not so much that it destroys all semblance of 

teamwork. The data below shows the average total output 

for different team structures. 

Team Structure No Bonus Moderate Bonus High Bonus 

Homogeneous 

(HHHH + LLLL) 

803 627 765 

Asymmetric (HHHL + 

HLLL) 

751 610 615 

Balanced (HHLL + 

HHLL) 

937 727 829 

 

4.3. What Happens When You Turn Up the Heat? 

The next step was to see how people reacted as the 

competitive pressure mounted. 

Finding 2: Making the stakes higher doesn't make teams 

better. In fact, it can make them worse. 

This was a major blow to the pro-competition argument. 

As the tables show, the biggest positive surprise in output 

came when there was no bonus at all. Introducing a 

moderate bonus actually pushed performance below the 

predicted level. Simply adding more high-ability workers 

to a team also made things worse relative to the 

theoretical benchmark. The data suggests that instead of 

rising to the occasion, teams tend to buckle under 

increasing competitive pressure. 

Finding 3: People don't become hyper-competitive 

monsters; they just get tired. 

This is perhaps the most counter-intuitive result. When 

the bonus was at its highest, people didn't redouble their 

efforts as the competitive school would predict. Instead, 

their effort levels fell significantly below what the 

rational model said they should be. It seems that faced 

with the prospect of an exhausting, all-out war for the 

prize, many participants chose to pull back, perhaps 

deciding the cost of victory was just too high. 

Finding 4: Competition is a killer of cooperation, but 

people draw the line at sabotage. 

This result gets to the heart of the human element. 

● Help Dries Up: The moment a bonus was 

introduced, helping behavior withered. It seems the mere 

presence of individual competition is enough to make 

people keep their knowledge and assistance to 

themselves. 

● Sabotage is a Taboo: Even when it was the most 

profitable strategy, people overwhelmingly avoided 

sabotaging their teammates. This suggests a strong social 

norm or moral code at work. People may not go out of their 

way to help a rival, but they are deeply reluctant to actively 

harm them. 

In short, competition acts like a switch. It turns off the 

impulse to help, but thankfully, it doesn't automatically 

turn on the impulse to harm. 

5. The Takeaway: A New Way to Think About Team 

Motivation 

So, do competitive bonuses ruin cooperation in diverse 

teams? The evidence from this research points to a clear, if 

nuanced, answer: yes, they often do. The dream of a 

perfectly tuned system that boosts individual effort 

without harming teamwork appears to be just that—a 

dream. 

The findings deliver a significant challenge to the 

traditional "competitive school of thought." Far from 

unleashing a new wave of productivity, introducing 

individual bonuses often led to worse performance than a 

simple, cooperative pay structure. The idea that people 

will respond to pressure by becoming hyper-competitive 

effort machines simply wasn't supported by the evidence. 
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When the stakes were highest, people seemed to retreat 

from the all-out conflict the models predicted, choosing 

less effort and dramatically less sabotage. 

This reveals something fundamental about human nature 

in the workplace. We seem to have a behavioral "brake" 

that stops us from engaging in the most destructive forms 

of competition. At the same time, we have a deep-seated 

reluctance to offer costly help, especially when a rival 

might benefit. The result is that when you introduce 

competition, you don't necessarily get a warzone. 

Instead, you often get a collection of individuals working 

in isolation. Cooperation vanishes. 

What This Means for Managers: 

These findings aren't just academic; they have direct, 

actionable implications for anyone leading a team. 

1. If You Need Teamwork, Don't Lead with Winner-

Take-All Bonuses: If your team's success depends on 

people sharing ideas, helping each other out, and 

working together, a purely competitive bonus system is a 

dangerous gamble. It will almost certainly kill the helping 

behaviors you rely on, and it may not even give you the 

boost in individual effort you were hoping for. 

2. Build Balanced Teams: Forget the idea of creating 

an "A-team" of all your top performers. The evidence 

strongly suggests that balanced teams, with a healthy mix 

of skill levels, are the most robust. This structure seems 

to prevent both the burnout of intense competition and 

the discouragement of being the lone person struggling 

to keep up. 

3. Recognize That Money Isn't Everything: 

Incentives have their limits. The experiment showed that 

when the prize was highest, effort was lower than 

predicted. When helping was most valuable, it was also 

lower than predicted. This is a powerful reminder that 

people are driven by more than just their next paycheck. 

Intrinsic motivation, a sense of fairness, and a positive 

team culture are powerful forces. Investing in team 

cohesion might yield better results than designing an 

ever-more-complex bonus scheme. 

4. Explore the Middle Ground: The results hint that 

the best solution may lie in hybrid models that reward 

both individual achievement and team success. Finding a 

way to recognize star performers without making their 

colleagues feel like rivals is the key. 

Where Do We Go From Here? 

This research, like all good research, opens up new 

questions. The findings come from a controlled lab, and 

the dynamics of a real office, with its long-term 

relationships and complex social codes, are bound to be 

even richer. More research in real-world companies is 

needed to see how these principles hold up. 

But the conclusion for now is clear. Reaching for a 

competitive bonus to motivate your team is a high-risk 

move. The potential upside is often an illusion, while the 

downside—a team that no longer functions as a team—is 

all too real. The wisest managers will proceed with 

caution, remembering that an incentive designed to create 

a single winner can easily make everyone lose. 

REFERENCES 

1. Alchian, A. A., & Demsetz, H. (1972). Production, 

information costs, and economic organization. 

American Economic Review, 62(5), 777–795. 

2. Balafoutas, L., Lindner, F., & Sutter, M. (2012). 

Sabotage in tournaments: Evidence from a natural 

experiment. Kyklos, 65(4), 425–441. 

3. Bilen, E., & Matros, A. (2021). The queen's gambit: 

Explaining the superstar effect using evidence from 

chess [Working Paper]. 

https://ernbilen.github.io/pdfs/Superstar_Effect.p

df. 

4. Bock, O., Baetge, I., & Nicklisch, A. (2014). hroot: 

Hamburg registration and organization online tool. 

European Economic Review, 71(C), 117–120. 

5. Brown, J. (2011). Quitters never win: The (adverse) 

incentive effects of competing with superstars. 

Journal of Political Economy, 119(5), 982–1013. 

6. Brown, M., & Heywood, J. (2009). Helpless in 

finance: The cost of helping effort among bank 

employees. Journal of Labor Research, 30(2), 176–

195. 

7. Buser, T., & Dreber, A. (2016). The flipside of 

comparative payment schemes. Management 

Science, 62(9), 2626–2638. 

8. Carpenter, J., Matthews, P. H., & Schirm, J. (2010). 

Tournaments and office politics: Evidence from a 

real effort experiment. American Economic 

Review, 100(1), 504–517. 

9. Charness, G., & Levine, D. I. (2004). Sabotage! 

Survey evidence on when it is acceptable [Working 

Paper]. 

https://escholarship.org/content/qt5qw3h8fj/qt

5qw3h8fj_noSplash_feb21480d25a896f5caf476c7

787e01a.pdf?t=krno8w. 

10. Charness, G., Masclet, D., & Villeval, M. C. (2014). 

The dark side of competition for status. 

Management Science, 60(1), 38–55. 

11. Chen, K.‐P. (2003). Sabotage in promotion 

tournaments. Journal of Law, Economics and 

Organization, 19(1), 119–140. 

12. Chowdhury, S. M., & Gürtler, O. (2015). Sabotage in 

contests: A survey. Public Choice, 164(1–2), 135–

155. 

13. Crosetto, P., & Filippin, A. (2013). The “bomb” risk 

elicitation task. Journal of Risk and Uncertainty, 

47(1), 31–65. 



EUROPEAN JOURNAL OF EMERGING ECONOMICS AND MANAGEMENT 

pg. 77  

14. Danilov, A., Harbring, C., & Irlenbusch, B. (2019). 

Helping under a combination of team and 

tournament incentives. Journal of Economic 

Behavior & Organization, 162, 120–135. 

15. Dechenaux, E., Kovenock, D., & Sheremeta, R. M. 

(2015). A survey of experimental research on 

contests, all‐pay auctions and tournaments. 

Experimental Economics, 18(4), 609–669. 

16. del Corral, J., Prieto‐Rodriguez, J., & Simmons, R. 

(2010). The effect of incentives on sabotage: The 

case of Spanish Football. Journal of Sports 

Economics, 11(3), 243–260. 

17. Deutscher, C., Frick, B., Gürtler, O., & Prinz, J. 

(2013). Sabotage in tournaments with 

heterogeneous contestants: Empirical evidence 

from the soccer pitch. The Scandinavian Journal of 

Economics, 115(4), 1138–1157. 

18. Dickinson, D. L., & Isaac, R. M. (1998). Absolute 

and relative rewards for individuals in team 

production. Managerial and Decision Economics, 

19(4–5), 299–310. 

19. Drago, R., & Garvey, G. T. (1998). Incentives for 

helping on the job: Theory and evidence. Journal 

of Labor Economics, 16(1), 1–25. 

20. Dye, R. A. (1984). The trouble with tournaments. 

Economic Inquiry, 22(1), 147–149. 

21. Fischbacher, U. (2007). z‐tree: Zurich toolbox for 

ready‐made economic experiments. Experimental 

Economics, 10(2), 171–178. 

22. Garicano, L., & Palacios‐Huerta, I. (2005). 

Sabotage in tournaments: Making the beautiful 

game a bit less beautiful [Working Paper]. 

https://papers.ssrn.com/sol3/papers.cfm?abstra

ct_id=831964. 

23. Garvey, G. T., & Swan, P. L. (1992). Managerial 

objectives, capital structure, and the provision of 

worker incentives. Journal of Labor Economics, 

10(4), 357–379. 

24. Gürtler, O., & Münster, J. (2013). Rational self‐

sabotage. Mathematical Social Sciences, 65(1), 1–

4. 

25. Gürtler, O., Münster, J., & Nieken, P. (2013). 

Information policy in tournaments with sabotage. 

The Scandinavian Journal of Economics, 115(3), 

932–966. 

26. Hamilton, B. H., Nickerson, J. A., & Owan, H. 

(2003). Team incentives and worker 

heterogeneity: An empirical analysis of the impact 

of teams on productivity and participation. 

Journal of Political Economy, 111(3), 465–497. 

27. Harbring, C., & Irlenbusch, B. (2008). How many 

winners are good to have? On tournaments with 

sabotage. Journal of Economic Behavior & 

Organization, 65(3–4), 682–702. 

28. Harbring, C., & Irlenbusch, B. (2011). Sabotage in 

tournaments: Evidence from a laboratory 

experiment. Management Science, 57(4), 611–627. 

29. Harbring, C., Irlenbusch, B., Krakel, M., & Selten, R. 

(2007). Sabotage in corporate contests—An 

experimental analysis. International Journal of the 

Economics of Business, 14(3), 367–392. 

30. Hill, B. (2014a). The heat is on: Tournament 

structure, peer effects, and performance. Journal of 

Sports Economics, 15(4), 315–337. 

31. Hill, B. (2014b). The superstar effect in 100‐meter 

tournaments. International Journal of Sport 

Finance, 9(2), 111. 

32. Hollinger, R., & Clark, J. (1983). Theft by employees. 

Lexington Books. 

33. Johnson, D., & Salmon, T. C. (2016). Sabotage versus 

discouragement: Which dominates post promotion 

tournament behavior? Southern Economic Journal, 

82(3), 673–696. 

34. Kräkel, M. (2005). Helping and sabotaging in 

tournaments. International Game Theory Review, 

7(2), 211–224. 

35. Lawler, E. E., Mohrman, S. A., & Benson, G. (2001). 

Organizing for high performance: Employee 

involvement TQM, reengineering, and knowledge 

management in the Fortune 1000: The CEO report. 

Jossey‐Bass. 

36. Lazear, E. P. (1989). Pay equality and industrial 

politics. Journal of Political Economy, 97(3), 561–

580. 

37. Lazear, E. P., & Rosen, S. (1981). Rank‐order 

tournaments as optimum labor contracts. Journal 

of Political Economy, 89(5), 841–864. 

38. Lazear, E. P., & Shaw, K. L. (2007). Personnel 

economics: The economist's view of human 

resources. Journal of Economic Perspectives, 21(4), 

91–114. 

39. Münster, J. (2007). Selection tournaments, 

sabotage, and participation. Journal of Economics 

and Management Strategy, 16, 943–970. 

40. Nalebuff, B. J., & Stiglitz, J. E. (1983). Prizes and 

incentives: Towards a general theory of 

compensation and competition. The Bell Journal of 

Economics, 14(1), 21–43. 

41. Roth, A. E., & Kagel, J. H. (1995). The handbook of 

experimental economics (Vol. 1). Princeton 

university press. 

42. Shubik, M. (1954). Does the fittest necessarily 

survive. In M. Shubik (Ed.), Readings in game 



EUROPEAN JOURNAL OF EMERGING ECONOMICS AND MANAGEMENT 

pg. 78  

theory and related behavior. Doubleday. 

43. Tullock, G. (1980). Efficient rent seeking. In J. M. 

Buchanan, R. D. Tollison, & G. Tollison (Eds.), 

Toward a theory of the rent‐seeking society (pp. 

97–112). Texas A&M University Press. 

44. Vandegrift, D., & Yavas, A. (2010). An 

experimental test of sabotage in tournaments. 

Journal of Institutional and Theoretical 

Economics, 166(2), 259–285. 

45. Yamane, S., & Hayashi, R. (2015). Peer effects 

among swimmers. The Scandinavian Journal of 

Economics, 117(4), 1230–1255. 


