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Designing an Incentive Program for Non-Sales Employees 
A Comprehensive Approach – Based on 
“Principles of Results-Based Incentive Program Design.”

by Jean Van Rensselar


Think of an incentive program as a form of target marketing. Just like target marketing, one of the most important components is tracking results. Even though program administrators expect positive results from the outset, most are surprised at the magnitude of the financial and cultural impact. 


While effective programs vary in some regard, they have many components in common such as specific objectives, specific strategies, and well thought-out tactics that yield measurable results. 

Many years of experience and thorough research led The Incentive Marketing Association to develop a 10-step program design and tracking process geared toward non-sales employees. The steps are as follows:

1.  Establish objectives and goals
2.  Identify the audience 

3.  Research: fact-finding and focus groups 
4.  Structure the program

5.  Communicate and train
6.  Establish rewards and recognition 
7.  Develop a budget

8.  Establish program metrics
9.  Track and administer
10.  Analyze results and provide feedback

 
As you know, the success of salespeople is easy to monitor using parameters such as sales dollars, sales volume, and repeat purchases. Also, the results of sales employees’ contributions can be directly linked to the product’s bottom line. Therefore, designing incentive programs for salespeople is relatively straightforward.


But incentive programs for non-sales employees need to be planned strategically in order to identify the behaviors you want to encourage and reward; how you want to encourage and reward these behaviors, and how you will measure the program’s effectiveness.

These 10 steps provide a framework for such an incentive program.


A thorough incentive program plan 
is dynamic, just like a business plan – allowing for additions, deletions, and modifications as the program evolves. A good way to structure the written plan is to use each of the steps as a heading, beginning with “Objectives and Goals.”
1.  Establish Objectives and Goals

Determine exactly what you want to accomplish and express goals in the most specific terms possible, preferably in unit terms.  Examples include: improved attendance and increased sales. The objectives should cover a clearly identified timeframe and be realistic.  

Also, in order to maximize participation, avoid setting grandiose goals; opting instead for goals that everyone can believe in. Begin with a clear, briefly stated objective and communicate it to all participants.

2.  Identify the Audience 

No aspect of program design has a greater impact on outcomes than this. Carefully identifying the audience will help you design the program around their likes and dislikes. To that end, consider each of the following aspects:
Who are they? Have you clearly identified, as specifically as possible, the people whose actions can lead to you success?  

What is their income level? Are they just meeting basic financial needs?  Or are they high-income people more concerned with psychic needs? This bears on how best to engage them.

How educated are they?  What is their literacy and general knowledge level?  This will help you determine the appropriate communication strategy.

How involved are they with the organization?  The more involved or engaged people are with your company, the easier it will be to motivate and engage them in the program.
What is their attitude?  How does this group feel about the organization – positively or negatively?
How capable are they? Do employees have the skill set to do what you want them to do?

How are they motivated?  Are they motivated by extrinsic or intrinsic rewards – or a combination?  Because few organizations have precise psychographic information, this analysis is often based on an informal culture evaluation.  
Finally, remember the 20-60-20 rule, which states:
· Twenty percent of the best performers will probably continue to perform well, no matter what you do.

· Another 60 percent can go either way. Even a small increase in engaging these employees can yield significant results.

· The final 20 percent are difficult to motivate, no matter how stellar the program.
3.   Research: Fact – Finding and Focus Groups

If you want to measure the return-on-investment, it pays to anticipate what outside factors, such as business conditions, internal problems, training deficiencies, and marketing challenges could affect results. For example: an economic recovery, higher or lower interest rates, the actions of a competitor, an upcoming management change, and/or a major layoff.


While focus groups are a common consumer tool, they are underused when it comes to developing incentive programs. Consider an employee involvement program or focus group to provide feedback. This will ensure that your program identifies and eliminates hidden factors that could hurt the program’s success and emphasizes factors that lead to success.


One of the best ways to facilitate a meaningful focus group is through “The Nominal Group Technique.” (see sidebar)
4.  Structure the Program

Research consistently suggests that programs that are too short in duration fail to achieve buy-in because it takes participants too long to learn about them before they are expected to act.  Longer-term programs suffer from program burnout, because employees lose interest.


You might find that it makes sense to coordinate the program with a buying cycle or a business need.  Other structuring considerations include:

· Tracking – How will you track individual performance?

· Reward and Recognition Levels – How will participants qualify for recognition and in what terms will you track performance – units, dollars, points, etc.?

· Program Type – Will it be an open-ended, a closed-ended, or a plateau program?

· Expected Participation – What level of participation do you expect? It should be neither too general, nor too restrictive; 25-50 percent is about right.

· Rules for Participation – Who participates? What is the time period? What are the specific qualification levels? What are the restrictions (if any)? What rewards and forms of recognition will you provide? How will you communicate the program?

· Teams vs. Individuals – Will participants be rewarded for team or individual goals or both?

· Fairness – Have you taken every precaution to ensure that the program is, not only fair, but is perceived as fair?

5.  Communicate and Train

Participants need to know that the program exists, that it’s fun and exciting, and that it can be beneficial to both them and their organization. In addition, they need to learn how to take full advantage of the program.

Communication

Many incentive programs overlook the value of integrating communications with incentive program design. This is a mistake. Elements of a thorough incentive program communication plan include a theme, an enrollment kit, imprinted promotional products, meetings, newsletters, individual progress reports, announcement letters, and recognition events. (see sidebar)
Training

Training is essential.  Even if they are motivated, participants must be capable of reaching goals. The training program should evolve out of the research process, which, hopefully, will have identified any training deficits that block goal achievement.
6.  Establish Rewards and Recognition 

Proponents of cash awards argue that everybody wants cash; cash keeps the award process simple and that non-cash awards are more difficult to administer and fulfill. Yet, according to the research paper, The Benefits of Tangible Non-Monetary Incentives, by motivational academic Scott Jeffrey, there are four keys areas where non-cash awards excel:
1. When properly presented, the perceived value of non-cash awards increases.
2. Non-cash awards allow participants to distinguish the recognition from compensation, while using cash turns the extra reward into expected compensation.

3. Participants don’t feel guilty redeeming points – but they might feel guilty spending a cash incentive on themselves.
4. Employees feel free to talk about non-cash incentives, but not cash compensation.

7.   Develop a Budget

To simplify budgeting, many planners use a closed-ended or tournament approach with a fixed budget that awards a predetermined number of people.  The major shortcoming is that this approach does not uniformly award performance – it’s the equivalent of the outmoded “grading on a curve.”


The open-ended approach rewards performance, regardless of how many people do well.


Open-ended programs can be more difficult to budget because how much you spend depends on how well individuals or groups perform.  The good news is that, if you structure the program properly, the budget will only go up if the results go up.


Closed-ended programs are easy to budget because you predetermine the number of winners, but that may also mean you pay for the program even if it doesn’t achieve your objectives. Of the following eight budgeting steps, only the first two apply to closed-ended programs, while all eight apply to open-ended programs:
1. Define Fix Costs: Set up the program so that fixed costs consist primarily of strategic planning, communications, training, tracking, and administration. 
2. Establish Return-on-Investment Measures: Generally, budget top awards to equal about 3-5 percent of a recipient’s annual earnings.  
3. Determine the Award Values Based on Improvement: Determine what you are going to spend for rewards and recognition based on unit or financial performance improvement. Five to 10 percent of the value of incremental improvement is a good benchmark.
4. Set up an Award Spreadsheet to Estimate Costs: Spreadsheets should show baseline data and new forecasted data multiplied by the award value per unit. A more detailed spreadsheet could show the same information by person or group.
5. Run “What if” Scenarios: Run three forecasts, showing best-case, moderate, and small increases in performance.
6. Use the Safest Estimate: Management will want reliable forecasts. To that end, err on the high side of costs and err on the low side of performance improvement.
7. Add to Fixed Costs to Get the Total: Take the safest bet on award costs and add it to your fixed costs to come up with your budget.
8. Find the Funds:  An incentive program differs from pure HR recognition in that it’s designed to drive a specific behavior with a measurable benefit.  So, it’s actually a productivity tool and should be presented as a potential cost-saver rather than a fixed cost.
8.   Establish Program Metrics

Two metrics apply to most incentive programs.


Results metrics track the outcome - the specific unit increase or decrease in performance related to the goal.  In sales, this means more revenues or a higher profit margin. For engineers, that could mean projects successfully completed, shorter project completion cycle time, or higher project profit margin.


Process metrics look at actions that, if repeated more often or more effectively, will lead to the desired result.  In sales, a process metric could include making more sales presentations or making more sales calls.  For engineers it might mean high internal or external customer satisfaction ratings or a decrease in the number of rejected solutions.

Number of Metrics


Your incentive program should have either two or three metrics.  If you want to achieve a specific performance goal, the primary metric should be the result, supplemented by one or two process metrics related to the goal.  

Gathering Data


To track and measure performance, you need ready access to data.  If you don’t have the data on hand, you have to consider the impact and benefits of collecting the desired data.  Online incentive technology and enterprise application software facilitate this task.

Weighting Metrics

Once you’ve determined your metrics, you may want to weight them for importance so that you can appropriately reward participants for the most valuable contributions. 
The Master Measurement Model, a SITE Foundation copyrighted document, is an excellent resource for incentive program designers.
  
9.   Track and Administer

Collecting and sharing data are two of the challenges of tracking and administration. Internet, intranets, enterprise software, and customer relationship applications have made this much easier.

The most important elements of tracking and administration include:

· Implementing the program’s business plan according to the timeline;
· Having an up-to-date database for each participant;
· Setting up a simple system for collecting and reporting data;
· Sending out all reports, especially standing reports, on schedule;
· Running tracking reports to determine award redemptions and costs;
· Calculating results and returns-on-investment; and
· Using market or other knowledge obtained from the program to provide feedback.


One of the key benefits of an incentive program is the ability to collect valuable data not only about results, but also about the processes necessary for success. An incentive program has the potential to yield useful data that is not otherwise available.
10. Analyze Results and Provide Feedback

As more and more performance data is tracked and analyzed, companies are seeing their investments in incentive programs validated with hard data. Results are usually referred to in terms of dollars and cents. But incentive programs provide other, non-monetary, benefits as well.

Your program might have both quantitative and qualitative indicators of success.  Quantitative metrics are reflected in the actual results, which qualitative metrics are derived from secondary sources such as employee or customer surveys, employee or customer turnover rates, revenue or other productivity measures per employee, etc. 

Both types of metrics are valuable.


During the Analysis and Feedback phase, look at program results against your business plan and attempt to isolate any outside factors that could have affected performance. Review actual results and whatever qualitative information you learned from them in order to prepare recommendations for future programs.

A per-participant review identifies any patterns about group or individual performance that could provide ideas for future improvement.


If you have used both results and process measures, you have powerful tools to determine the precise impact of your incentive program.

Continuing to track data following the end of the formal program allows you to monitor what happens to results and process measures without the incentive program in place.

Finally


A well-designed incentive program nearly always produces ROI benefits either in terms of hard ROI – measurable financial benefits, or soft ROI, measurable non-financial benefits that often lead to financial benefits, such as lower employee turnover and higher productivity.

The operative phrase is “well-designed”.  


The steps outlined above will lay an excellent foundation for any incentive program.  But you, the designer and administrator, need to fill in the blanks so that the program is precisely geared to achieve the unique objectives of your organization.

Sidebar 1 - Quick Guide - 10 Steps to Developing an Incentive Program 

1. Establish objectives and goals: Objectives must be simple, specific, obtainable, and communicated to all employees.
2. Identify the audience: Understand the people who will help you achieve the incentive program goals.
3. Research: fact-finding and focus groups: It pays to anticipate what external factors could affect results. Use the Nominal Group Technique to develop a focus group.
4. Structure the program: Among other things, consider the program’s duration, reward and recognition levels, rules for participation, and overall fairness.
5. Communicate and train: Use communications tools such as an enrollment kit, meetings, newsletters, and individual progress reports.  Training is an essential element of goal achievement.
6. Establish rewards and recognition: Most incentive programs should be geared toward non-cash rewards.
7. Develop a budget: Designing an open-ended program where all employees who achieve the desired results are rewarded, means the budget must be both fixed and fluid.
8. Establish program metrics: Remember to include both results and process-based metrics.
9. Track and administer: Collect data on both the results and processes necessary for success.
10.  Analyze results and provide feedback: Analyze both quantitative and      
      qualitative metrics. Share feedback with management.
Sidebar 2 – The Nominal Group Technique


The Nominal Group Technique yields specific information about the obstacles your target audience faces and shows you how to remove those obstacles and achieve positive results.


Start by choosing a trained facilitator from outside the group, perhaps from HR, who has no perceived ties to management. The ideal group size is 6-10 people who represent various elements of your audience and include a range of personality types.


At the outset, the facilitator should explain that: 1) His role is to identify how the organization can achieve its goals and what obstacles stand in the way 2) The session is intended for research only. 3) Management will weigh all the input.

The facilitator then uses a round-robin approach, going around the table asking each person the same questions. Participants can take a pass, but are discouraged from making emotional responses to each other’s answers.  Then the facilitator writes down each answer.


The facilitator’s questions might include:

· What goals do you consider reasonable?

· What obstacles stand in the way of achieving those goals?

· What actions, taken more often or more efficiently by participants, will yield the desired results?

· What is the best way to measure these actions?

· Are these actions already being measured?  If so, how?

The facilitator continues asking each question until the group is finished.  Then the facilitator summarizes the answers and the group votes on the best answers to each question.  The results become the group’s recommendations.


The final report should include the three best answers to each question. It should also include all the discarded ideas, just to be sure nothing is overlooked.
Sidebar 3 - Elements of an Incentive Program Communication Plan 

Elements of a thorough incentive program communication plan include the following: 

· Theme – Provide the program with a marketing sound bite and brand so that employees think of the program as a specific campaign.

· An Enrollment Kit – Among other things, the kit should explain the program, have forms to collect participant information, and include all information they may need for tax reporting.

· Imprinted Promotional Products – Promotional products increase the chances that employees will open the training, announcement, or standings material you send.
· Meetings – Meetings; satellite, online, or in-person, are an excellent venue for rollout.
· Newsletters - They can contain information about the program, tips to help employees succeed, reports on general progress, and interviews with top performers. 

· Individual Progress Reports – Statements show individuals how well they are doing against both their personal goals and the aggregate goals of other participants.

· Announcement Letters – They announce winners and thank the others for their efforts.

· Public Recognition – The award presentation should be as personal and meaningful as possible.

� Developed and published by the Incentive Marketing Association, Naperville, Ill., authors Bruce Bolger CPIM and Rodger Stotz CPIM.





� The SITE Foundation, now, The Incentive Research Foundation, website is: www.The IRF.org.









