



To Spend Or Not To Spend?

It Started In The Depression of 1929 and Thrives In Recessions Today 

No it's not Alan Greenspan, its incentives. 
From dishes given to moviegoers of the Depression Era to travel awards for today's sales reps, incentives have been a proven way to stimulate sales. 
Businesses, however, have a dilemma. Where to cut costs, while maintaining quality? Where to invest dollars to stimulate growth and crank up distribution channels, but not burn dollars unnecessarily? In many cases, businesses look to reduce spending so the effect will show immediately on the bottom line of their earnings reports. Traditionally, the areas first cut are advertising, promotions and incentive programs. 
Most people do not realize that the modern incentive industry was born during the Depression. Because manufacturers at that time realized cutting prices was like cutting their throats, they needed to find a targeted, precise way to stimulate activity and prime the pump of distribution channels. Out of that traumatic business period the idea of rewarding the right "business performance" was born. 
Over the years, incentives have grown into an important and integral part of marketing and sales activities, helping create momentum, where before there was none. Still, whenever there is a downturn in the economy, businesses seem to begin the same cycle of questioning, "where to cut, what to sustain, where to spend less?" 
We would argue that rather than abandon incentives in a downturn, use of incentives is one area that should be grown and exploited. This can be done and at the same time, costs can be reduced by utilizing a web-based tool to manage the program. 
Why invest in incentives in tough times? For these nine reasons: 
1. Standout: Incentives help a manufacturer or business stand out from the competition. When a dealer, broker or wholesaler has a wide range of products to choose from, a well-planned incentive program helps your product yell out "CHOOSE ME!!!" 
2. Better Product Management and Quicker Direction Changes: By managing your incentive program via a web site you will be able to reduce your operating costs (eliminating the paperwork and people from the process) and you can track the success day-by-day, not month-by-month. This allows you to make fast and accurate changes. A web-based program allows you to bring your products to life( every day, every visit, and every hit. 

3. Stimulate Activity in the Complete Distribution Chain: Incentives encourage your employees to focus on what is important to the bottom line. You can get your wholesalers and distributors to load up inventory or sell a complete line, not just one of your products. You can also get the consumers to come in and test your product and drive them to the most important action( frequent purchasing. 
4. No Price Erosion: Incentives generate interest and action, while maintaining a manufacturer's necessary profit margin. Also, the dealer, reseller or retailer can be rewarded to do the same, while maintaining your essential price levels. 
5. Funded Out Of Growth: Incentives can help you to fund the program. The expense of rewards and the costs of the program can be covered out of targeted growth revenues. For example, if a channel was at X% growth in the year-ago quarter, then drive the behavior by starting the payout in the current year's quarter at X% + 10% (and so on). New sales growth will more than fund the award and the cost of the web site while creating incremental profit! 
6. More Frequent and Better Communications: The worst thing for a business to do in a rocky and questionable time is reduce communications or be vague in what it tells its employees, distribution partners or the end-user. Incentives plans coupled with web-based programs can improve communications and heighten interest in what is being said, while tracking what is being read, retained and acted upon. 
7. A Laser Vs. a Shot Gun: Incentives and the web allow a business to specifically target its audience with messages valuable to them, not leaving it up to chance or repetition. A desired outcome can be planned and executed, whether that outcome is a successful product launch, a full line stocking or a new selling approach. 
8. Up Grade, Turn Inventory and Adopt New Habits: Web-based incentives drive the testing of new products and encourage upgrading from the existing technology or product line to something new. Early adopters are stimulated to get old inventory off the shelves and lead the industry with new offerings.
9. Employee and Distributor Loyalty: While it seems contradictory to a market slow down, good employees still may leave for a better job. And, good partners may change for a better deal. In tougher times, the better people and partners are more important than ever. Incentives allow you to reward those that make a difference, and build a sense of loyalty and caring between the business and these key individuals. 
In the end, it simply boils to "what gets rewarded gets done" and "make it simple, make it positive and make it immediate!" Incentives and the web, tied together, make this possible for businesses of any size.
Spending on a web-based incentive program is a wise investment that can pay off in incremental profit and growth in a downturn and can be even more rewarding when business trends go upward. Budget and spend wisely, but don't cut off spending in an area that can generate increased sales, communicate better and improve relationships! 
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