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Abstract This paper surveys the theoretical literature on incentives in organiza-
tions and points out that using promotion as an incentive is essential. When em-
ployees can engage in influence activities or if there is a hold-up problem with
unverifiable human capital investment, incentives based on monetary bonus do not
work. Promotion however can be used as an important instrument in motivating
employees but there are some problems. This paper discusses how the employer

can resolve problems associated with promotion.

Key words Promotion, Tournament, Incentive, Contract Theory, Personnel Eco-
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