Making Incentives Work

What are incentives?

Incentives are things that make you want to do—or not do—something. They are motivators designed to encourage desired behavior. They come in several flavors:

1. Extrinsic Incentives are external rewards (or deterrents) for behavior. If you do X, you will…win a prize, earn time off, get your photo on the intranet, pay more or less for your insurance, help your team win the contest, win $100…the possibilities are endless. The key is that they are imposed from outside.

2. Intrinsic Incentives are natural consequences of the behavior itself. The “high” that exercising produces makes you want to do it again, especially after a few weeks. Your body is hooked in a positive addiction. The attention and looks you get when you lose weight are naturally rewarding. Sleeping better, needing less medication, and having more energy are other intrinsic incentives that can come from healthier lifestyles.

Intrinsic incentives can be negative, too—if you feel sick every time you eat fried food, you have an incentive to stop. If you’re approaching the age when your parent had a heart attack, you have an incentive to try and avoid the same fate.

3. “Carrots” are Positive Incentives people strive to get. Getting time off for completing a wellness class is an extrinsic carrot. The good feeling you share with your winning teammates in a wellness contest is an intrinsic carrot.

4. “Sticks” are Negative Incentives we want to avoid. We pay our taxes in part because we fear the IRS. Getting kicked off the team for not showing up for an event is an extrinsic stick. Feeling self-conscious because you gained weight is an intrinsic stick.

As you can imagine, all the possible combinations of positive, negative, intrinsic and extrinsic incentives can be used to encourage employees toward wellness goals. In fact, the best programs do use a combination. Ideally you get people going with extrinsic incentives like prizes, and then reinforce the intrinsic ones (feelings of accomplishment pride and well being). That way the healthier behavior becomes self-perpetuating.

Who Pays for Incentive Programs?

Will the employees share the cost of the program? If so, which programs will be company paid, cost shared, or employee paid? Be clear from the onset what the fees are, if any, for each program. If fees are not stated in all communications, including interest surveys, the assumption will be made that the company is paying. Specific fees are not as important as the fact that there will be a fee.

Experience has shown that employees are willing to share the cost of programs such as membership in an onsite or offsite fitness center, aerobics classes, smoking cessation, weight management, medical screenings, and recreational leagues. On the other hand, they generally are reluctant to pay for health education seminars, stress management classes, and health risk assessments.


It is recommended that employees cost share in some programs. By doing so, they have demonstrated an investment and a commitment. They also then have some ownership in that program. The revenues from these fees can dramatically offset the expenses of your wellness program.

The registration fee for an incentive campaign can be paid in full by the individual employee, or shared equally by the employee and company. You can set your own fee—a suggested price structure is $5.00 - $10.00 per participant.
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