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Relationships with your sales channel 
partners can be tricky.
Successful channel management requires data, goal-alignment, communication, and 
creativity. Incentive Solutions has considerable experience helping companies:

Develop meaningful channel sales relationships.
Create incentive programs that move products and achieve business objectives.
Gain visibility and insight into their channel, revealing who their customers are 
and what products they’re buying. 
Bring disjointed, corporate-wide incentive programs together, under the 
Incentive Solutions umbrella. 
Increase market share. 
Measure incentive program effectiveness, proving that marketing and sales 
dollars are providing ROI. 

Channel incentives, like compensation deals, should foster cooperation versus 
competition. They should be geared towards creating advocates instead of 
adversaries. The critical building blocks a great channel partner incentive program are 
communication, consistency, transparency, and teamwork. 

In our 20+ years of working with companies on their sales channel incentives, we’ve 
picked up a few ideas on how to optimize channel partnerships. This report attempts to 
synthesize and share our insights, our best practices, and our advice for harnessing 
channel incentive programs to achieve mutually beneficial results.



1. Successful Channel Incentive Program Examples
Channel incentive programs are tactical tools for achieving sales and marketing goals. The examples 
below show how our clients use channel incentives to drive volume, capture market share, promote cross-
selling, insure profitable transactions, develop end-user relationships, improve customer relationship 
management activities, and build their businesses. 

Driving Volume. A home building manufacturer uses their incentive program to drive volume and direct the 
purchase of specific products. Their points program moved the good-better-best paradigm to better-best-
premium for 2,000 contractors driving year-over-year volume gains.

Shaping Product Mix. One manufacturer drives volume for 35 distinct products by awarding points for sales 
and repeat business among 2,000 resellers. Resellers earn different point awards based on product 
profitability. 

In the same vein, a home products manufacturer uses their channel rewards program to reach 700 
contractors. Their program awards points only after certain volume levels are met. The program, which is 
annually adjusted and retargeted, features point values pegged to purchases of two or more product 
categories. Higher point values are assigned to the most profitable product bundles.

Building Market Share. A brand name national insurer enrolled 1,300 “platinum” certified local agencies into 
an incentive program. Participating agents receive points toward travel and merchandise when they 
preferentially recommend the insurer to clients meeting specific profile criteria. The program has driven seven 
consecutive years of increased market share.



Ensuring Profitable Volume. A global manufacturer of electrical controls and automation equipment 
motivates technicians to identify, select, and zero in on highly profitable jobs by creating a three-tiered filtering 
system before awarding points. The program, with 1,400 participants, has significantly increased penetration in 
key sectors and driven major profitability growth over the past 4 years.

Identifying End-Users. Anxious about the willingness of distributors to share data and engage in co-
promotions, this North American apparel manufacturer uses a distribution incentive program to motivate 1,100 
end users to identify themselves, connect with the brand, and repeat purchases. The manufacturer frequently 
enjoys an intelligence windfall as distributor invoices are sent to claim points. This improves their 
understanding of distributor behavior, competitors’ share of market, product movement, and pricing.

Educating Partner Salespeople. A leading chemical manufacturer enrolled 1,700 partner sales reps to drive 
volume and increase product awareness and knowledge. Sales reps receive points for reading product 
literature, taking online product quizzes, completing product/customer surveys, and selling specific products.

Dominating a Sector & Integrating with CRM. A global chemical manufacturer incorporated their channel 
incentive software into an overarching CRM program to collect and analyze data. This allowed them to 
dominate a desirable market segment. Using customer data and purchase histories, they customize and 
personalize incentive offers to 9,000 technicians who make decisions about product purchases and purchase 
frequency.
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2. Channel Incentive Program Benchmarks
First thing’s first: do channel incentive programs work? The short answer is “yes.” The long answer comes from a long-
term study of incentive programs across industries conducted by the Forum for People Performance Management and 
Measurement. The organization came to these conclusions:

Incentive programs create their own sales dynamic—sales slow before a program begins and spike at the outset of an 
incentive period and again just before a program concludes.

High performers adapt to incentive faster, but the performance of mid-level salespeople lifts significantly, and this is what 
makes all the difference.

A channel incentive program doesn’t just hit these numbers automatically, though. The question is: how do you operate a 
channel incentive program to make sure it hits its goals? In order to find out, Incentive Solutions surveyed over 35 of our 
most successful channel programs that met the following criteria:

Strictly a channel sales incentives program.
Active for three years or more.
Began in 2010 or later.

Here are the channel incentive program benchmarks we uncovered based on our research.

ROI = 10%
Sales of the featured products nearly doubled during the incentive 
program
ROI averaged 10% even after accounting for variations



Participant Engagement in Closed Enrollment vs. Open Enrollment
A closed enrollment incentive program enrollment is one in which only invited participants can join. Usually, participants 
receive an email invitation that provides the program URL and instructions on creating an account. In an open enrollment 
incentive program, anyone can enroll, without an email invitation.

CLOSED ENROLLMENT

After one year, an average of 
60% of the enrolled 

participant audience was 
active in the program.

After two years, an average of 
75% of enrollees were active. 
That number stabilized until 

year five.

The average number of days 
it takes a closed enrollment 
program participant to enroll 

is 128, or about four 
months, on average.

OPEN ENROLLMENT

The number of active 
participants among enrolled 

participants increased to 34% 
after two years.

After one year, 24% of the 
enrolled participant audience 

was active, on average.

The number of active 
participants among enrolled 

participants continued to 
increase by about 5-10%, on 

average, until year five.

Why the Difference in Engagement?
Closed enrollment programs are typically aimed at an audience who has a higher degree of familiarity and investment in your brand. 
The open enrollment approach is designed to help businesses start building familiarity and investment with channel partners. 
Fairweather and part-time customers may enroll in the participation—in these segments, participation tends to be unsurprisingly lower.

% Engaged Participants 
vs Total % Engaged Participants 

vs Total



Program Equity
We define “program equity” as the average annual earning potential for participants. In other words, it's the 

value participants perceive the program having.

The average channel incentive program equity amount is $500.

On average, successful channel incentive programs have nearly reached program equity 
($473) by year one.

Channel incentive programs go over program equity by year two ($660) and continue to go 
over equity until year five.

The percentage of participants reaching annual equity averages to 33% by year one and 
increases gradually over time until year five.

In mature programs, generally half of those enrolled earn points equal to program equity 
while only 25% redeem as much as planned. In most programs, there is a lag time between 
points budgeted and points earned or redeemed.



The redemption rate of all 
rewards distributed averages 
to 45% at the one-year mark.

Reward Redemption Rates
Redemption rate is the percentage of rewards earned that are redeemed for.

Redemption rate of all rewards 
distributed increases to 60% 

by year two.

Redemption rate of all rewards 
distributed increases by about 
10% every year after that until 

year five.

The 80/20 rule generally applies to how participants redeem the points they earn. As a rule, more redemption is a 
sign of well-crafted program. More active redeemers equal more intense and loyal program participants.

The average percentage of engaged 
participants redeeming for rewards 

they’ve earned reaches 39% after the 
first year.

The percentage of engaged 
participants redeeming for rewards 
peaks at 67% in the third year, on 

average, plateauing at this number until 
year five.



Subsequently, the number of redeemers and the number of points redeemed advance at a steady 
pace. The quality of merchandise and rewards offered can affect the rate at which points are 
redeemed. As programs matured, timeliness and frequency of communication and earning 
opportunities motivate people to repeat positive experiences. Participants getting great rewards 
tend to work harder to get more points and repeat the experience as frequently as possible.

Redemption rates are also influenced by the personas of the program participants. In short, some 
participants redeem their points more quickly than others for a variety of reasons. 



The Big Picture
Overall, successful programs reach year five with an average of:

75%

of total enrollees 
engaged (for an 

open enrollment).

39-44%

of total enrollees 
engaged (for closed 

enrollment).

$660

of program equity 
spent.

67%

of participants 
redeeming awards 

they’ve earned.

These numbers show that a successful channel incentive program does the following: 
Maximizes enrollment from the start
Maintains a high level of engagement
Keeps participants earning and redeeming awards 

Monitoring these benchmarks allows you to make sure your channel incentive program is on track 
to reach its objectives. 



3. The Psychology of Motivation
Most of us believe that we can—with hard work and a little luck—achieve 
anything we decide to do. This is especially true for the sales persona. 
Successful incentive programs begin with an understanding of the people 
who work in a culture of high visibility, accountability, and short-term 
gratification. Risks and rewards should be clearly communicated. 
Achievements should be widely shared. 

For most salespeople and sales managers, public acknowledgment of 
individual achievement is a very strong motivator because it calls out and 
puts the spotlight on the individual who is “the best.”

Finding the right reward for being the best is the holy grail of channel 
incentive programs.

Instant gratification is ingrained in so much of our lives. A program designed 
to change or direct behavior has to account for what we already have and 
layer onto it what we will prize. That includes both physical and mental 
rewards. At the same time, a reward structure has to assume that 
participants are creative, adaptable, motivated, and capable of remarkable 
achievements.

To some extent, psycho-demographics rule. Behavior is generally predicated 
on education, income, social class, ethnicity, and past experience. Birth 
order, early childhood experiences, age, life stage, culture, and self-definition 
also factor in how we see ourselves and into what drives us. 



The Value Proposition
Channel incentive programs work only when participants validate the program design by asking themselves three 
critical “expectancy” questions:

Underlying and influencing this “what’s-in-it-for-me” 
calculus are broader perceptions about the equality of 
channel incentives to all participants, the trade-off 
value of doing something new or different compared to 
the expected reward and the emotional involvement of 
program participants. Everyone wants something 
that’s beyond their reach, budget, or scope of control, 
so we are programmed to invest ourselves to do things 
differently to achieve a desired result.

1
Do I value the rewards 

offered?
Can I realistically 

achieve the desired 
performance?

2
Is the reward worthy 
of my performance?

3



Cash vs. Other Motivational Tools
Cash or cash equivalents, travel, merchandise, and recognition are routinely used to drive new or different behaviors. 

Each tool triggers distinct feelings and reactions. Each has a distinct strength and weakness, which has to be 
considered when building a motivational structure.

Incentives in Order of Desirability

54%

25%
21%

Merchandise Travel Recognition items
0

20

40

60Brand name merchandise1

Rebates2

Travel3

Gift cards/Stored value 
cards4

Recognition items5

Typical Allocation of Non-Cash Rewards



Cash or gift cards are easily understood and universally expected. They have an immediate gratifying impact but little or no 
lasting trophy value. Travel sets high expectations, has a trophy and memory value and frequently enrolls spouses or 
others into the motivational process. Merchandise, both high and low value, allows each individual to set their own targets 
and has the longest sustained trophy value.

On the flip side, cash is quickly spent—often on routine bills—and quickly forgotten. Travel is only as good as the actual 
experience and merchandise can break, go out of fashion, or reach a point of diminishing returns in the minds of recipients. 
The ideal program understands the stimulus and response value of each tool and incorporates many tools to account for 
the different psychological buttons they push. Similarly, a well-constructed program offers enough enticing reward choices 
to encourage each individual to set their own preferences.

The Strengths of Non-Cash
Programs

The Limitations of Cash

Motivate specific behavior Salespeople earn commissions

Build teamwork Cash pays routine bills

Enable on-going measurement and insight Cash has no trophy value

Establish a unique competitive advantage
Cash isn't remembered as an achievement 
after it's spent

Provide trophy value Cash doesn't add motivation

Improves teamwork

Improve administrative efficiency

Increase ROI and profitability



Participant Profiles

People participating in points-based programs take on distinctive personalities. The emergence of these personas 
is usually a lot of fun and contributes to the word-of-mouth and the general goodwill created by a well-structured 
program. 

Highly motivated to earn, 
these individuals hoard 
points. They rarely redeem 
them but brag heavily 
about their account 
balances. Like people who 
get pleasure from reading 
their financial statements, 
Savers appreciate what 
they've achieved and feel 
rewarded psychologically 
for what they potentially 
could get. 

Super-Savers Earn-and-Burners Marathoners The Chill Ones

Highly motivated to earn 
points, they spend as fast as 
they earn. They appreciate 
near constant activity and 
regular reinforcement. Earn-
and-burners also have a 
sub-set; people who switch 
the rewards they are 
working toward frequently. 
They repeatedly debate the 
appeal and the value of 
items in the reward catalog 
and are motivated by the 
quantity and quality of their 
reward options.

These people pick a tough 
goal and work toward it. 
They are focused on 
playing by the rules and 
earning a great trip or high 
value merchandise, which 
they will talk about 
frequently. Doing the 
difficult task is as important 
as earning the reward. This 
individual will review the 
features and functions of 
the home theater they’re 
working toward or endlessly 
discuss the possible side 
trip options of an Italy 
excursion.

These people earn points 
by doing what they usually 
do. They are nonchalant 
about the program. They 
don’t outwardly buy into the 
hype or get excited about 
the program, but will 
redeem points quietly for 
the rewards that appeal to 
them.



Most Popular Reward Items 

Apple   AirPods

Redbox rentals

Fandango tickets

Individual Travel



Unusual Reward Redemptions

5 acres of estate landscaping 
Luxury family trip for 20 to Atlantis (Bahamas) 
AKC-documented, pedigreed hunting dog
An Olympic-sized in-ground swimming pool 

Granite kitchen countertops 
Alaskan wild bear hunting trip 
Office cubicles 
A complete set of dental crowns and laminates



4. Best Practices for a Successful Channel Partner Incentive Program
Let’s bring it all together into actionable best practices that will help you run the most successful channel 

incentive program possible. Here are 15 things we recommend:

Senior Management Sponsorship and Involvement. 

Without a top executive or senior sales advocate, you're dead before you start. Behind every strong channel 
incentive program stands someone with the authority to make decisions, break ties, allocate resources and 
adapt the program to developing circumstances.

State and Define Strategic Business Objectives at the Outset. 

List your objectives clearly. Everybody should understand what you want to do and why. 

Pick the Population. 

Incentives are best used when carefully targeted. Rather than enroll all customers at the outset, target your 
top customers and those with upside sales potential. The best ROI comes from knowing who you want to 
act and by structuring a program to address their needs directly.

Show everyone the goal line so they know what you want to achieve. Use numbers and don't worry that 
you'll leak critical data to competitors; they already know how you're doing. Make the goal rational, data- 
based and a bit of a stretch.

Define Sales Goals. 



Clearly Define Program Management Structures. 

Make sure that every participant up and down the line knows who does what to whom. Use schematics and 
be very clear about which behaviors are desired and which aren't. Also, point out who are the referees and 
who are the scorekeepers. The best outcomes occur when everyone knows the rules.

Limit Behavioral Objectives. 

Channel incentives work but don't overshoot expectations. Don't ask them to drive complicated behavior. 
Keep it simple. If participants can't repeat back the actions needed in a simple sentence, then it's too 
complicated. Try to concentrate the effort by focusing incentives on specific product sets or lines of 
business rather than your entire catalog or every SKU.

Design a Resonant Value Proposition.

Beyond the theme of your program, you need to communicate a value to your partners that will get them 
excited. Remember they've seen a lot of promotions. State a clear, honest value proposition that cues them 
into what you want to do and what they get for buying into your vision.

Award Points Monthly.

Once people enroll they watch their points accumulate. It becomes a stimulus-response cycle where timely 
posting of points yields greater incentives to earn and redeem points. This is especially important in the 
fourth quarter when many people redeem points for holiday gifts. When earned points are missing from 
monthly statements, participants are easily frustrated. Timely awarding and reporting of earned points 
drives more point earning behaviors.



Set Appropriate Awards. 

Point levels have to accumulate at rates fast enough so program participants can project how soon they 
can redeem points for desired rewards. Similarly, the point level for each desired action has to be perceived 
as an appropriate reward for changing behavior. Be fairly liberal with points and assume that they will 
ultimately represent between 1-3% of your sales revenue volume. As a rule, in the most effective programs, 
participants earn enough points to get a meaningful reward (e.g., a domestic round-trip airline ticket) worth 
about $400 within the first 12 months.

Allocate sufficient program budgets. Minimum effective spend is $250 per participant annually. The solid 
year-over-year performers are spending $500 per participant and 118 of those we surveyed are spending 
$1,000 per participant or more. The formula to calculate minimum effective award budgets: # of participants 
x number of behaviors changed x number of rules per behavior = adequate spend.

Involve Field Sales. 

Your salesforce is the face of your channel incentive program. Keep them informed, up-to-date and use 
points to reward their efforts to promote the program and/or enroll appropriate participants. Reward the 
program administrator as well and make it as easy as possible for salespeople to explain both the 
mechanics and the value of your program. Frame messages about the program as "good news" that reps 
can deliver to their accounts.

Collect Data from Multiple Sources. 

If you don't know what's going on in the business you cannot measure the value of a channel incentive 
program. Get order data from your internal departments. Solicit data from channel partners. Get purchase 
data from end users. The more data from different sources in the sales process, the better you can assess 
the design and the functionality of your incentive program.

Conduct On-Going Measurement, Analysis and Adjustments. 

Sales channels are dynamic. Things change daily. In fact, your channel partners and their interactions with 
end users are your best early warning radar for marketplace and competitive developments. But you need 
to collect and analyze the data to really understand what is happening and how your program is driving 
business.



Communicate Frequently. 

You cannot over-communicate your channel incentives effort. Tell them what you're going to do, when 
you're going to do it, how you're going to do it and why they should care. Then tell them again. The more 
you communicate the more they enroll, earn points, redeem and respond. The most effective messaging 
and contact strategies include:
 

mentioning the program in routine end-user newsletters
occasional usage stimulation e-mails
prominent display of the program on your website home page
annual distribution of printed catalogs 
on-site signage at your locations.

 
It helps if you can get the message across in a distinctive way. Use colors, imagery and slogans to build 
interest and attention. Segment the messages so that channel owners and leaders are told more and told 
differently than channel salespeople and customer service reps. Don't limit communications to any one 
medium and don't worry about frequency, because you're probably competing for attention with several 
other manufacturers.

Anticipate the Program Life Cycle. 

Every initiative starts off with a bang, coasts, cools down and then gets re-energized. It is a predictable 
cycle. Anticipate and plan for this natural rhythm at the outset and marshal ideas, themes, special events, 
promotions, special reward offers and different kinds of communications to maintain the energy and the 
motivational focus throughout the program.

Test, Learn, and Modify. 

Most of our clients use an implement - reinforce - optimize - expand program sequence. Don't over-
engineer incentive programs from the start. Launch with the basics, even if that means to rely on manual 
processes. Get your participants to understand the value of the points currency early on. Measure all 
elements of the program at the 6-12 month period, then make changes. We see "simple" programs that 
outperform "complex" every day.



Conclusions & Next Steps
Successful channel incentive programs require direct experience in designing and operating multi-dimensional 
programs, connecting manufacturers and distributors or distributors and end-users. The relationships and 
sensibilities are too tricky to learn on the job. It stands to reason, therefore, that an incentive program provider 
with experience serving manufacturers and distributors can add more value quickly to your channel 
strategy. 
 
Channel incentive programs require an easy-to-deploy and easy-to-use platform that can support creative 
thinking, dynamic changes, data collection and on-going analysis to ensure sales and program objectives are 
met and measured.
 
With a points-based channel incentive programs, you can offer a branded currency that creates competitive 
differentiation while building customer loyalty and advocacy. The name of most programs becomes a powerful 
brand asset and an effective selling argument in the marketplace. Because points trigger different 
psychological responses than other motivational tools, they are extremely useful for directing a range of 
behaviors over time and gathering many channel marketing strategies under a single umbrella program. 
 
Points-based incentive programs can be 
measured, tweaked, recast and 
redeployed quickly. They are an agile tool 
that can address a wide range of 
challenges or objectives for companies 
operating in highly competitive markets. 
Deploy a points-based incentive program 
to motivate and energize your channel 
partners.
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