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Best Prize Allocation in Contests:
An Auction-based Framework

Xiaonua Xia Meyin WanG
(Sun Yat-sen University)

Abstract This paper studies the optimal allocation of prizes in an asymmetric contest

under the framework of all-pay auctions. We assume that the contest organizer does not know
the contestants’ costs. He can use a fixed prize scheme or a linear prize scheme in which the
prize depends on the contestants’ investment. We prove that the fixed prize scheme is better

than the linear prize scheme if the investment can not completely reveal the contestants’ costs

and the linear prize scheme may be better than the fixed prize if the investment can reveal the
costs. We also get a necessary condition for our results. Our results don't depend on the cost
function, symmetric assumption and the organizer's aims which may maximize a single con-

testant's maximal effort or maximize the total effort of all contestants.
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