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Abstract

Prediction Markets are methodologies to predict the outcome of future event via knowledge aggregation from
the crowd. Various applications of prediction markets have yielded better accuracy than polling. However, the
prediction market accuracy depends on many factors, including incentive. The incentive motivates participants
to put in more effort in order to predict more accurately. This research aims to study the impact of incentive
schemes on the market accuracy using 42 football markets as case studies. Two incentive schemes that are
compared are: 1) incentive using ranking where the reward will be paid to three participants with the highest
scores and 2) incentive based on performance level where the reward will be paid according to the participants’
accumulated scores. The experimental results have shown that the incentive using ranking produces a higher
prediction accuracy than the performance-level incentive.

Keywords: Prediction Markets, Information Markets, Incentive Schemes
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