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Channel practitioners are finding their 

channel partners’ performance flattening, 

at a time when they are chartered to get 

more out of channel partners.  

Many of those practitioners wait way too 

long before employing an incentivization 

strategy.  

If you want to get the most from your 

channel investment, here’s why you should 

think about instituting a strategic incentive 

program sooner rather than later.
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We live in a business performance culture.  A merit 
culture.  And have since at least the Industrial Age 
(e.g., seamstresses got paid for the number of pieces 
they produced).  With the advent of the Information 
Age, the number of “white collar” knowledge workers – 
accountants, business analysts, developers, engineers, 
product managers, salespeople, etc. – increased 
dramatically.  And merit shifted from piecemeal 
performance to long-range project/program performance.  
Performance was recognized by promotion, e.g., from 
Manager, to Senior Manager, to Director, to Senior Director; 
or Account Associate, to Account Manager, to Premier 
Account Manager, to Regional Account Executive.  
Employees were incented with the reward of being 
promoted (with a higher salary).   

The difference now is time – performance is now measured 
in shorter and shorter intervals.  Companies no longer have 
the luxury of driving employees’ performance (with the 
prospect of promotion) over a long period of time.  Markets 
and market conditions change too rapidly.  So most savvy 
HR organizations today employ a “base + bonus” scheme for 
all knowledge workers.

Incentive Programs: 
Granular Channel Performance Management

The Relevance of HR Learnings 
to Channel Incentives Management

“We Already Have a Channel 
Performance Tier Model”

“Base + Variable” Incentive Comp Models Are 
Now the Norm

A flat salary model is okay for coarse-grained performance 
recognition.  When someone is hired, they are hired into 
a level, e.g., Director or Senior Director, based largely 
on that person’s experience / track record.  But this 
model has two problems: (1) it’s based on historical, not 
current, performance; and (2) it doesn’t allow for granular 
performance differences.  Say you have 25 Directors, do 
they all perform/contribute equally?

Individuals perform at different levels.  Skill, effort, timing, 
learning, savvy, attitude/mood – all factor into how 
individuals perform, and in differentiating employees at 
the same level from each other.  Savvy HR professionals 
recognized that comp models should account for both 
– coarse-grained experience / track record, and granular 
performance differences – and have largely instituted base 
+ variable (incentive) programs accordingly,

Channel practitioners are finding their channel partners’ 
performance flattening, at a time when they’re chartered to 
get more out of channel partners.  While they may see the 
trees, they are missing the larger incentivization strategy 
forest … and not taking advantage of HR learnings.

Many channel practitioners believe they have an adequate 
channel comp/incentive model, i.e. their channel partner tier 
model.  Like hiring employees into position levels, channel 
practitioners often slot new channel partners into one of 
three or four tiers, based on their historical performance 

(oftentimes their revenue) or their potential (forecasted 
revenue), with different discount levels.  For example, 
Bronze partners may get a 20% discount, Silver partners 
a 30% discount, and Gold partners 35%.  The assumption 
is that Bronze partners will be motivated (incentivized) to 
attain Silver, and Silver partners Gold, in order to get a larger 
discount margin.
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DRIVER #1: 
Incentive programs are the engagement stair-steps to partners’ long-range goals. 

Channel tiers are the analogs of internal titles/levels.  They are good incentive for a driving coarse, long-range 
performance … but the operative phrase is “long-range.”  It can often take years for a Bronze partner to achieve Silver 
status, or a Silver partner Gold.  Incentive programs, implemented strategically, can act as a stair-step mechanism to get 
channel partners from one level to the next (see Figure 1).  And to keep partners motivated/engaged (loyal) in the interim.

5 Drivers
of Incentivizing Channel Performance

“We Already Have a Channel 
Performance Tier Model”

Incentive program stair-steps 
from Silver to Gold

With channel partners being more calculating per their vendor investment decisions, 
channel partner loyalty is of vital importance today. But loyalty can be difficult (but 
not impossible) to quantify. Of more immediate benefit realization is to identify up-
and-comers.

IMMEDIATE BOTTOM-LINE BENEFITS

Strategic incentivization keeps 
partners motivated with short-term 
gains towards long-term goals.

Figure 1
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DRIVER #3: 
Reduce overstock.  

Let’s face it – sometimes you wind up in an overstock position.  
Incentivization can be an effective means for reducing 
overstock.  But realize that such programs have no bearing on 
long-term channel partner loyalty. 

DRIVER #4: 
Increase productivity/revenue.  

Incentive programs, designed well, have been proven to spur 
channel productivity.  Indeed, savvy channel practitioners 
employ a hybrid long-range/short-term incentivization strategy 
to maximize channel revenue potential.

DRIVER #5: 
Engender market maneuverability.  

Your company has goals – e.g., get into a new market, 
respond to (take advantage of) changing market conditions.  
Incentivization is your maneuvering mechanism (think: 
steering wheel, yoke, or joystick) for getting there.  A channel 
ecosystem without a steering wheel is nigh impossible to turn 
[to that new market opportunity] … at least quickly, by which 
time that market opportunity may be gone or diminished. 

Natalia Vianden, Director Global Channel Programs with 
Extreme Networks, characterizes the essence of their 
incentivization strategy and programs:

Want to get into cloud?  Incentivize channel partners to 
register and close cloud deals.  Want to penetrate a new 
industry market?  Design an incentive program that rewards 
partners for certifying and selling into a specific vertical (N.B. 
this can also act as a new partner recruitment enticement).

DRIVER #2: 
Identify up-and-comers.  

The mirrored benefit of utilizing an incentive program to 
keep channel partners motivated on a short-term basis is 
in the clarity it provides channel practitioners into potential 
high-performing partners.  Potential performance may 
not be reflective of historical performance; moreover, two 
partners slotted in at the same tier may not perform or 
respond exactly the same way (see Figure 2).  

Incentivization enables individual partners to step up their 
performance and demonstrate their value – and gives 
channel practitioners insights into those partners and, 
over time, what makes them tick best.  Thus, strategic 
incentivization can act as an investment guide, into both 
which partners and which programs to focus/exploit/grow 
– and to maximize your ROIPI (return on incentive program 
investment).

Performance potential comes to 
light under incentive programs.

Channel 
Partners

Tier
Performance

Incentive 
Program 
Performance

Figure 2

“To drive partner behavior in 
the direction we want to go.”
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More discretion in how partners are incentivized/ 
rewarded.  With front-end discount programs, the 
reward is essentially cash (in the form of additional 
margin).  As a reseller, instead of buying a $1000 list 
product for resale at a 30-point discount (for $700), 
they’re buying it at an additional 5-point discount (for 
$650), giving them $50 more in margin.  In this case, it’s 
the buying entity, i.e., the reseller company, that gets the 
reward.  Of course, you can apply an equivalent model 
using a back-end rebate model – the additional 5 points 
is simply applied as a back-end rebate to be claimed by 
the reseller post-transaction.

But individual reward mechanisms (spiffs) can also be 
utilized.  And instead of dollars as the reward (in the form 
of a rebate), you can allocate points – in essence, virtual 
dollars that can be applied towards individual rewards (e.g., 
gift cards, vacations) or company rewards (e.g., credits for 
training or conference attendance, or as stair-steps to the 
next tier level).   

Savvy channel practitioners use back-end incentivization 
to employ a hybrid model – a combination of company 
rebates, company credits, and spiffs – getting the most out 
of their partner companies and their partner companies’ 
salespeople and marketing staff.

Accounting. While front-end and back-end incentive 
programs hit the bottom line in the same fashion, front-
end programs also hit the top line – you are altering the 
revenue number (in the previous example, from $700 to 
$650) (with a back-end program, that revenue number 
remains at $700). Moreover, with a back-end rebate/
rewards program, you can design those programs 
such that the payout occurs in the quarter subsequent 
to the sales transaction – which can oftentimes have 
accounting benefits.

“Dependency” loyalty.  Because rebates are applied/
paid post-transaction (from 1 to 6 months after the goal 
transaction), partners have to keep transacting in order 
to maintain their expected profit margin.  

After realizing that incentivization, employed strategically, 
can result in the realization of these goals, the next 
question out of channel practitioners’ mouths is: front end 
or back end? – i.e. do you apply incentives to the front end 
of a deal, in the form of [additional] discounts, or the back 
end, in the form of rebates or spiffs?

FRONT-END PROGRAMS ARE GOOD TACTICAL 
WEAPONS

The one most are drawn to is front-end promotional 
discounts.  Why?  Because it’s simply an easier path to 
implementing an initial incentive program.  A discount 
mechanism has already been baked into your systems: the 
discount granted to resellers for reselling your products.  
Buffering a reseller discount with additional percentage 
points for a temporal product promotion is little more 
than changing or adding a number in a database table (or, 
heaven forbid, a spreadsheet ) for a set period of time.  
Moreover, front-end discount programs can be used as 
tactics for:

Inventory optimization. Channel practitioners   
employ front-end programs when facing product  
end-of-life or overstock conditions, to get rid of stock 
or reduce stock, respectively.

Competitive attach or defense.  Front-end programs  
can be wielded to respond quickly to short-term  
competitive dynamics, e.g., to protect a product SKU  
from competitors’ loss leader pricing.

BACK-END PROGRAMS BEGET LONGER TERM 
ADVANTAGES

Rebates and spiffs, on the other hand, represent an entirely 
new business process and system (i.e., investment).  Yet 
once over the initial investment and implementation hump, 
back-end programs offer several advantages, particularly 
when supported by a modern channel incentive program 
management (CIPM) platform: 

Front End Or Back End?
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ABOUT CHANNEL MECHANICS

Channel Mechanics provide a cloud-based Channel Enablement platform delivered as a low-cost SaaS model. Vendors and 
Distributor, including Cisco, Zebra Technologies, LG Electronics, Extreme Networks, Comstor, D&H, ScanSource, NCR, Securly, 
BAK USA and Mitel, use our platform to deliver their channel partner programs in a more efficient way than previously possible.
 
 

i Refer to: “Building the Business Case for a CIPM Technology Platform,”

Summary
Channel incentivization programs used to be based solely on partner tier discount levels. But we 
now live in a time of “What have you done for me lately?” – when performance is not considered in 
terms of years or quarters, but in months and weeks.  

Channel marketers need to tool their incentivization strategies today as a fine-grained model, i.e., 
as smart temporal programs designed to bring about the right behaviors for boosting productivity, 
“guiding the channel ship to fruitful ports,” and engendering long-term partner loyalty. 

Our cloud-based Channel Enablement Platform 
transforms channel offerings by providing the 
capability to:
 
•   Design, deploy, track, evaluate and change channel   
 offers in real-time.
•   Rapidly execute channel programs and promotions,  
 globally or locally through all tiers, with minimal   
 investment.
•   Target offers to specific segments of the channel and  
 reward partners based on investment levels.
•   Provide Partners and Distributors with greater upfront  
 visibility, significantly accelerating time to revenue and  
 ease of doing business.
•   Deliver sales incentives to Distributors and Partners  
 that align with a Vendor’s strategic imperatives.
•    Measure and manage program metrics to   
 ensure Program ROI is achieved while gathering   
 business intelligence for future use.
 

The platform enables users to rapidly deploy programs 
with precision targeting and have real-time visibility 
into ROI. Ultimately creating a competitive advantage 
as it enables sales ideas to be quickly transformed into 
targeted and focused offers, giving partners the offers 
they need, when they need them and eliminating the old 
‘Spay and Pray’ approach.

To find out more about how the Channel Mechanics 
Channel Enablement Platform can transform your 
channel, contact: 
Phone: +1 (855) 637 8820 
Email: info@channelmechanics.com

www.channelmechanics.com
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