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1 EXECUTIVE SUMMARY 

What kinds of financial incentives could be used to modify 
physical activity and eating behaviours? 
Financial incentives can be positive (rewards) or negative (penalties); they can be in cash 
(bonuses or discounts) or in kind (goods and services, usually limited to health related or more 
healthy alternatives). Many schemes involve vouchers or points earned which can be 
exchanged for gifts. They can involve lowering the price or providing something for free, such as 
foods judged to healthier alternatives or access to exercise facilities. 
 
 

What is the evidence about the impact of these 
incentives in (a) modifying health behaviours, and (b) 
improving health? 
There is little rigorous evaluation. Many programs rely on voluntary enrolment so the results of 
evaluations are susceptible to bias. There are no programs which report long term follow-up 
results on diet or exercise or on final health outcomes. 
 
Financial incentives can be effective in promoting behaviour change under certain conditions; 
most importantly where the desired behaviour change is simple and requires a one-time change, 
such as a single visit for immunisation. The evidence is that they are unlikely to be effective in 
changing complex and ongoing behaviours such as diet and physical activity. Even where short 
term impact on diet or exercise has been demonstrated, the effects have not been sustained in 
the long term. In addition, they may have unintended effects; in particular for the group of 
people whose intrinsic motivation for healthy behaviour is high, the desired behaviour can be 
reduced once the extrinsic reward is discontinued.  
 
 

Are there any well established schemes internationally or 
in Australia that utilise financial incentives to modify health 
behaviours? 
There is growing interest in the use of financial incentives to modify behaviours, but as yet few 
established broad programs. There are well established programs which deliver free or subsidised 
fruit and vegetables to primary school children (Norway), and offer rewards for increased 
consumption (UK but possibly used in other countries also). In Germany participation in exercise 
programs is rewarded through reduced health insurance premiums, but this occurs in a social 
insurance system not a market of competing private insurers. There are several programs 
implemented in US States but these to date have focused on treatment compliance, screening 
and immunisation, and have often been targeted to low income families.  
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EXECUTIVE SUMMARY 

For each evaluated incentive, is there evidence about 
the differential impact on different income or cultural 
groups? 
Many programs targeting diet and exercise have been aimed at middle income groups, while 
those aimed at changing simple behaviours and improving health service visits for antenatal 
care, early childhood checks and immunisations have been targeted to low income groups. 
There is almost no evidence about differential impact across income or cultural groups.  
 
However, there are substantial grounds for concern about differential impacts. Where financial 
incentives are linked to access to treatment or require enrolment into a program, adverse 
distributional impacts are likely; lower income and disadvantaged cultural groups are less likely to 
enrol; and where additional services depend on some compliance, they may actually be denied 
appropriate support or services. On the other hand low income groups are likely to be more 
responsive to price changes when high prices are a barrier to desired behaviour. For example, 
high prices of fruit and vegetables or high entry prices to sport and exercise facilities are likely be 
a stronger deterrent for those with limited financial resources. 
 
 

Conclusion 
The evidence does not support widespread use of financial incentives in personal behaviour 
change. While there may be a limited role for considering financial incentives when they reduce 
or remove barriers to a desired behaviour, or where they reinforce habit formation, such 
programs require careful planning and development, and a commitment to evaluation.  
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2 Scope of this review 

This paper reviews the use of financial incentives in promoting changes in behaviour related to 
overweight and obesity. It examines incentives targeted at dietary and exercise changes, aimed 
at the individual (including family) but not health providers, nor food suppliers. The details of the 
search strategy are given in the appendix. 
 
There are a number of recent reviews of the effectiveness of financial incentives, reflecting the 
growing interest in this topic. The scope of these reviews has largely been limited to some form of 
clinical trial. There is other evidence that is useful in considering the role and effectiveness of 
financial incentives, which comes from a broader consideration of the evidence, including 
investigating consumers’ response to changes in price, and modelling the effects of taxation. 
 
There are also a range of programs which have implemented financial incentives. Many 
programs are provided by individual employers, particularly in the US; see for example, National 
Business Group on Health (2007). US State governments are implementing a range of programs 
but most of these target use of health services such as immunisation, screening and well child 
check-ups (Greene, 2007; Redmond et al., 2007). New programs are being developed and 
implemented in the UK, e.g. the Pounds for Pounds trial in Kent (see www.nhsweightlosstrial.com).   
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3 Defining financial incentives 

Financial incentives are most readily thought of as payments to encourage desired change. 
However, the financial incentives that can be considered are much broader than direct 
payments. The table provides a means of categorising financial incentives and provides 
examples of programs where the literature provides these. 
 
Financial incentives can be positive thus reinforcing desired change, or negative imposing 
penalties if change is not achieved. Incentives may remove barriers to access by reducing the 
costs of behaviour change or provide rewards. Rewards may be cash bonuses or vouchers that 
provide gifts. The incentive itself may be directed at participation (such as enrolling in exercise 
classes, attending dietary counselling sessions), at behaviour change (maintaining an exercise 
regime, adhering to a healthier diet) or outcome (weight loss). 
 
One group of financial incentives are price changes; these are intended to make healthy 
choices cheaper choices. Drewnowski and others have pointed out that a diet high in fruits and 
vegetables is a more expensive option than one consisting of more energy dense foods 
(Drewnowski and Darmon, 2005; Drewnowski and Specter, 2004). Other commentators have 
considered that participation in exercise programs through regular gym attendance imposes a 
financial barrier which can be lessened by providing free gym membership or subsidised fees. In 
other cases time costs have been considered; for example, if employers provide on-site facilities 
or paid time from work, the real cost of exercise is reduced. Adopting this type of incentive does 
not change the intrinsic motivation of individuals but by changing prices makes them more likely 
to choose the healthier alternative; they are still acting in their own interest but the change in 
relative prices makes this behaviour ‘utility maximising’ in economic terms. Of course price 
subsidies cannot make a difference if facilities are lacking, for example if exercise centres are not 
provided or local shops do not sell fresh fruit and vegetables. 
 
The opposite approach is to make unhealthy choices more expensive through the imposition of 
higher charges or taxes. There is substantial experience in using taxation to alter consumption in 
tobacco and alcohol. The arguments about higher taxes on unhealthy food are more complex 
than those concerned with tobacco.  Whereas any tobacco use is harmful, dietary change is 
largely concerned with a balanced diet rather than removing such foodstuffs entirely. Further, as 
food is essential and a higher component of household expenditure in low income groups, taxes 
on food have equity considerations. 
 
Rewards in contrast to price changes are an attempt to change motivation. Extrinsic rewards can 
be delivered as cash bonuses. Alternatively they can be implemented as points systems where 
the accumulated points can be exchanged for goods or services, similar to a frequent fliers or a 
loyalty card program. The rewards may be limited to healthy products, to directly health related 
products such as pharmacy supplies, or to at least health neutral products.  
 
Several writers have pointed to the unintended potential effect of replacing intrinsic motivation 
with extrinsic rewards. While extrinsic motivation may be powerful in prompting behaviour 
change, the new behaviour is unlikely to be maintained once the external reward is ceased. 
Further it has been suggested that extrinsic motivation may reduce intrinsic motivation; the 
desired behaviour is seen as less worthwhile so that those who were already motivated actually 
reduce that behaviour. An alternative view of behaviour change is that complex behaviours are 
the result of habit; one’s preference for current behaviour is influenced by one’s previous 
behaviour. Under this approach the role of incentives is to reinforce the reward of changing 
behaviour, and that once the new habit is formed individuals will be self-motivated. (Cameron et 
al., 2001; Charness and Gneezy, 2008; Frey and Jegen, 2001; Frey and Oberholzer-Gee, 1997).
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4 Categories of financial incentives (with 
examples) 

Type Target for reward 

   Participation Behaviour Outcome 

Positive Prices 
(subsidies) 

 Reduce cost of healthy snacks 
available in canteens or vending 
machines  
e.g. university vending machines 
(French et al., 1997) 
 
Reduce insurance premiums for 
gym enrolment  
e.g. Pruhealth in UK (Wilkinson, 
2008) 
 
Provide coupons for food purchased 
at farmers’ markets  
e.g. (Anderson et al., 2001) 

Reduce 
insurance 
premium for 
sticking to 
exercise 
regimen 

Lower premiums 
for maintaining 
desired Body Mass 
Index (BMI) 

 Direct 
payment 

 Cash bonus for attending 
supervised exercise session 
e.g. (Jeffrey et al., 1998) 

Cash bonus for 
sticking to 
prescribed diet 

Cash bonus for 
weight loss 

 Rewards in 
kind 

 Points for selecting fruit or 
vegetable serves at school lunches 
which can be accumulated for i-
pods, cinema tickets. 
e.g. Food Dudes program (Horne et 
al., 2004) 

Points or 
vouchers for 
sticking to 
exercise 
program 

Points or vouchers 
for weight loss 
achieved 

Negative Prices (taxes)  Impose fat taxes  Higher insurance 
premium for 
overweight or 
obese 

 Contracting Financial Financial loss for selecting 
unhealthy option 

Financial loss if 
drop out from 
exercise 
program 
 
e.g. Deposit 
returned for 
attending group 
meetings  
(Wing et al., 
1981)  

Loss of deposit if 
agreed weight loss 
not achieved 
 
 
E.g. deposit 
returned weekly 
instalments as 
weight lost (Wing 
et al., 1981) 

  Reduced 
access 

Loss of access to some services if 
not keeping appointments for 
preventive check-ups 
e.g. (Silow-Carrol and Alteras, 2007) 

Loss of access 
to better health 
insurance if not 
maintaining 
healthy lifestyle 
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Categories of financial incentives 

Another form of reward has been implemented through health insurance (not necessarily private 
insurance). Individuals who meet targets (which could be outcomes or participation) may be 
offered discounted premiums on private health insurance or access to a greater range of 
services. This is in effect a price reduction, but it is argued that linking the reward to health 
services reinforces the health message of lifestyle change. Such a program is offered through a 
large private insurer in the UK. Both in Germany through sickness funds, and in the US through the 
Medicaid programs in some States, individuals may be denied services if they acted irresponsibly, 
such as failing to attend for follow up appointments or for refusing immunisation. 
 
Contracting is a means of imposing obligations reinforced by a penalty. The individual agrees to 
some behaviour change and the penalty is imposed if they do not keep to their agreement. This 
is generally implemented in this way; the individual agrees to a change, such as participation in 
exercise and lodges an amount of money similar to a bond. If they break the contract they lose 
some or all of the amount lodged. In theory this approach could also be applied to vouchers. 
Individuals commence with a set of points which are lost for undesired behaviour, analogous to 
driving licence points, and at the end of the period points can be redeemed for rewards. In 
practice there have been several programs which have trialled contracts for weight loss. 
 
Contracting has been also been used in conjunction with health insurance cover. Individuals who 
meet certain agreed targets could be provided with access to a greater range of services, 
though the only programs identified were based on participation in change programs not results 
achieved. 
 
Although rewards and penalties may be similar in terms of their financial impact, they can have 
quite different psychological impacts and so their effectiveness may vary considerably. This is 
particularly true in terms of unintended effects. For example, penalties may lead to a sense of 
failure, lowered self-esteem and may make it more difficult for a person to try again or try an 
alternative approach. However, unintended effects can also occur with rewards; for example 
the Productivity Commission has reported on Indigenous children taking up petrol-sniffing so as to 
qualify for the benefits which could be claimed for giving up (Banks, 2009). 
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5 An incentive for what? 

The next aspect to consider is what triggers the incentive? Take as an example the provision of 
personalised counselling on exercise which is intended to help individuals build regular exercise 
into their daily lives and so facilitate weight loss. The incentive could be triggered by participation 
in the intervention; so in this case the individual is rewarded (or penalised) for attending the 
scheduled counselling sessions. Attendance is readily and inexpensively monitored, but this 
incentive may not actually encourage individuals to make the required lifestyle changes as daily 
change maintained is more difficult to achieve than attending a number of appointments. Thus it 
seems like rewarding the lifestyle changes would be more appropriate as it is the behavioural 
change that is the aim of counselling and it lies within the individuals’ control. However, daily 
exercise is much more expensive and intrusive to monitor. Monitoring that relies on the individuals’ 
self reports provides a perverse incentive that will trigger a reward. So the reward could be 
triggered by the desired outcome, weight loss or maintenance, and that is after all the risk factor 
of concern. Weight loss which relies on self report is similarly open to misreporting. However, it is 
relatively easy to monitor although it would impose administrative costs. However, it may be less 
within the individual’s control and the effort (or extent of exercise required per unit of gain) may 
vary across individuals so that they do not receive equal reward for equal effort. 
 
Most rewards are directed towards an individual. However, some programs have also made 
rewards dependent on the achievement of a goal by a group, thus attempting to enlist social 
support for individuals attempting to make difficult changes. While social support can be a 
positive reinforcer, there can be unintended effects if one person is alienated through being seen 
to fail the group achievement (Jochelson, 2007). 
 
Finally timing is a further consideration. Incentive programs which target one-off behaviours, e.g. 
immunisation require one-off payments. Those which aim to change behaviour maintained over 
time could be on-going which makes them expensive or could be time limited. Time limited 
payments though introduce the perverse incentive problem. The behaviour may be seen as less 
worthwhile once the extrinsic reward is stopped with the result being that the behaviour is less 
practiced rather than more. 
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6 When do financial incentives work? 

There has been increasing interest in the use of financial incentives in health promotion and 
prevention in the last six years, with a number of systematic reviews published in that period. 
Financial incentives can be effective in promoting behaviour change under certain conditions: 

• Where cost is a barrier to the use of a service, such as charges for immunisations or well 
child visits 

• Where the desired behaviour change is simple and one-time rather than complex and 
ongoing 

• Where the financial incentive reinforces other strategies for change 

• Where the incentive is not delivered in a negative or demeaning way. 
 
Financial incentives have proved effective in encouraging immunisation, extending antenatal 
care to low income women, ensuring completion of tuberculosis treatment in homeless or drug 
using populations (Jochelson, 2007; Kane et al., 2004; Sutherland et al., 2008). However, physical 
activity and eating behaviours are complex requiring modification of actions that are repeated 
every day and require sustaining over a long period of time. The issue of overweight and obesity 
is also intrinsically involved in individuals’ self image and self-esteem, increasing the potential for 
poorly designed incentives to have perverse effects. 
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7 Reviews of financial incentives for dietary 
and exercise change 

A meta-analysis of incentives for weight loss found no effect of financial incentives on weight loss 
(Paul-Ebhohimhen and Avenell, 2008). The meta-analysis covered nine studies which used 
incentives often compared with educational, counselling or diet plans. Incentives trialled 
included refunds of deposits for attendance at sessions, cash bonuses for achieving goals and 
provision of free food. Although the authors conclude that there is weak evidence that financial 
incentives are more effective with increasing the size of the incentive, rewarding group 
performance rather than individual performance, and non-psychologists rather than 
psychologists delivering the rewards. This is a liberal interpretation as these results still failed to 
reach statistical significance. The inclusion criteria restricted the analysis to randomised controlled 
trials with weight loss as the outcome measure, guaranteed reward (as opposed to a lottery), 
with the ability to separate the effect of financial incentive from other aspects of the intervention. 
This reduced the scope to seven trials and as total sample sizes ranged from 49 to 175 with 
several arms in some studies, sample sizes were relatively small. It is also worth noting that five of 
the seven studies used negative incentives (contracts) rather than rewards. 
 
Wall et al. reviewed the effectiveness of incentives in modifying dietary behaviour (Wall et al., 
2006). This identified four studies (five articles) only one of which was included in Paul-Ebhohimhen 
and Avenell (2008). Their focus was also restricted to randomised controlled trials. Dietary change 
was measured by food purchasing or weight loss, or anthropometric measures. A wide range of 
financial incentives were covered including cash payments, the opportunity to win prizes in 
lotteries, coupons to exchange at farmers’ markets, free food, and reduced pricing of low fat 
snacks in vending machines. Overall financial incentives were associated with changed food 
intake, the effect lessened over time or when the incentive (free food) ceased. It is interesting to 
note that the provision of grocery lists and meal plans was associated with weight loss, and 
adding free food did not significantly increase weight loss.  However, studies were subject to 
selection bias and short periods of follow-up. 
 
Kane et al. conducted a systematic review of randomised trials investigating the effect of 
financial incentives on a range of behaviours including diet, exercise and weight loss (Kane et al., 
2004). Studies which could not separate the effect of financial incentives from other intervention 
components were excluded. This review identified 10 published papers with limited overlap with 
other reviews. The authors conclude that financial incentives in general work, but work more 
effectively for simple, well-defined behavioural changes. Changes in diet, exercise and weight 
loss are more complex. Financial incentives are associated with greater participation or 
attendance for example supervised exercise sessions or dietary counselling; however, changes in 
food intake or exercise patterns are difficult to observe and weight loss is often modest and not 
sustained over longer periods.  
 
Sutherland et al. provide the most comprehensive report on incentives though it covers incentives 
for treatment compliance, preventive actions such as immunisation and screening as well as 
lifestyle changes (Sutherland et al., 2008). This review drew heavily on the other reviews 
particularly Kane et al. (2004) in the area of incentives to change lifestyle behaviours, though 
they did not limit their scope to randomised controlled trials. They conclude that changing prices 
at consumption points such as cafeterias and vending machines will increase the purchase of 
healthier alternatives. Financial incentives are effective in increasing participation in behaviour 
change programs, but these diminish once the reward is withdrawn; they also have some effect 
in inducing short-term changes but these diminish over longer periods. 
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Reviews of financial incentives  

Other reports 
Another recent discussion paper draws on a wider range of papers without restricting the scope 
to randomised trials (Jochelson, 2007). It concluded that the most successful incentives target 
simple behaviour, usually short term, time-limited, discrete actions. The effectiveness of a financial 
inducement appears to be related to its size. It found that overall incentives aimed at lifestyle 
choices increased participation in programs, but once the intervention ceased participants 
relapsed to previous behavioural patterns. Cash rewards can remove barriers to participating in 
healthier lifestyles (such as gym membership fees) and may be more important in groups with 
lower incomes. It recommended rewards over penalties, that is, positive reinforcement rather 
than punishment, and noted that losing a reward may reinforce an individual’s sense of low 
esteem and thus hamper future efforts at change. It concluded that financial incentives may be 
more effective as part of multi-faceted strategy than used alone. 
 
Goodman and Anise add another dimension to this body of evidence by considering 
observational studies and modelled analyses as well as trials; and considering macro-policy 
instruments including taxes, prices or subsidies enacted by government and local or site specific 
changes in prices (Goodman and Anise, 2006). Studies which have modelled changes in 
consumption using actual market data concluded that purchasing patterns respond to price, 
though the extent of the response should be expected to vary with incomes, availability and 
prices of other foods, and cultural factors. A longitudinal study from China (Gou X. et al., 1999) 
found large and significant responses in food consumption to changing prices. In the US a 
prospective observational study (Sturm and Datar, 2005) investigated the association between 
food prices and children’s BMI, and the density of food outlets (restaurants, grocery and 
convenience stores); lower prices for fruit and vegetables were associated with lower increases in 
BMI.  
 
 

More recent literature 
Since these reviews a number of other studies have been published. These studies (Finkelstein et 
al., 2008; Finkelstein et al., 2007; Volpp et al., 2008) confirm earlier findings: that financial 
incentives have been associated with short term weight loss in some programs and that the 
impact is increased if the incentive is larger. These conclusions must be treated cautiously. 
Unfortunately these studies suffer from the same limitations as earlier studies including volunteer 
bias and short follow-up.  
 
A school based program developed in Wales has used peer modelling (videos featuring children 
who eat fruit and vegetables) and rewards (small gifts, free food), the Food Dudes Program 
(Horne et al., 2004; Lowe et al., 2004).  This demonstrated increased children’s consumption of 
fruit and vegetables although these evaluations were limited to four months  (included in reviews 
(Goodman and Anise, 2006; Jochelson, 2007; Sutherland et al., 2008). Unfortunately there appear 
to no longer be follow-ups reported. A school based pilot program in Norway has demonstrated 
increased fruit and vegetable consumption when these foods are provided free with the 
increase in consumption continuing over the school year (Bere et al., 2005). Neither the Welsh nor 
Norwegian studies included weight or BMI measures. Although Norway has also provided 
subsidised fruit and vegetables in elementary schools, parents are required to enrol in the 
program and participation (of schools and children within schools) has been low. 
 
 A later study from the Food Dudes team applied the same model to increasing activity as 
measured by pedometers and found that the effect lessened once the intensive intervention 
stopped, although activity remained higher than in the control group schools (Horne et al., 2009). 
Again the follow-up period is short with the final measure taken two weeks after the low intensity 
intervention ceased. This is consistent with the view that incentives may be more effective in habit 
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Reviews of financial incentives  

forming in younger age groups, but given the short follow-up period this cannot be interpreted as 
evidence supporting the hypothesis. This hypothesis was more fully tested in recent studies but as 
yet only reported in a working paper (Charness and Gneezy, 2008). Two experiments enrolled 
volunteer college students, offered financial payments for gym use, and were able to track 
attendance from electronic records at the college sports centre for both pre- and post-
intervention periods. Their results demonstrate that payment contingent on repeated gym use 
over a period of eight weeks increased participation and that for previously non-regular users 
that continued beyond the intervention period. However, by eight months post-intervention there 
is a non-significant rate of decline in attendance. Biometric data also showed an improvement in 
the intervention groups. In contrast financial incentives for the previously regular gym users were 
at best neutral and at worst associated with a decline in gym use. However, these were college 
students and volunteers although in volunteering they were not aware that the experiment 
required increased physical activity. This study thus supports both the crowding out and habit 
formation hypotheses. 
 
As part of the German health reforms in 2004 sickness funds (insurers) have been allowed to offer 
bonuses for health promoting behaviour (Schmidt, 2007). The behaviours targeted covered 
screening, immunisation, check-ups and exercise. The exercise component offered credit points 
for participation in accredited fitness programs. Credit points can be redeemed for cash or for 
gifts such as a sports pack. Almost half of those who enrolled in the program included a 
component of exercise. The focus in this report is on savings in health care costs (Stock et al., 
2008). The control group was drawn from the same insured population matched for age, sex, 
area of residence, insurance status and the previous year’s health care costs. Cost savings from 
the perspective of the sickness fund (net of the cost of the program and bonuses) were achieved 
within 12 months. However, because German sickness funds pay capitation for ambulatory 
medical care any changes in doctor visits were not included.  The program enrolled participants 
voluntarily and the comparison is with non-participants so the results are open to volunteer bias. 
Further, individuals who signed up for the program but did not participate in any components 
(perhaps due to acute illness) were excluded from the analysis. Other factors such as education, 
socioeconomic status or self-assessed health status were not known. Finally this paper does not 
analyse differences between the group who participated in the exercise program and others.  
 
A similar approach has been adopted by PruHealth, a private insurer operating in the UK and 
South Africa. In this scheme lower premiums are offered to those who participate in healthy 
behaviours including diet and exercise. We have not identified any independent evaluations of 
this, but according to the company claims have been reduced among the health behaviour 
adopting group (Wilkinson, 2008). This is not surprising. Those who volunteer for participation in 
these programs are likely to be better risks than those who do not; so in effect this scheme allows 
the insurer to identify a better risk group. In fact it is not clear that this program encouraged 
additional exercise or whether participants just switched to those facilities or clubs sanctioned by 
the insurer. 
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8 Employment based programs 

The idea that cost savings accrue from better lifestyles has also been used to advocate that 
employers subsidise health promotion programs. Healthier employees will improve productivity 
and absenteeism costs and in the US where employers meet the costs of health insurance may 
also reduce insurance outlays. For example, the US Department of Health and Human Services 
argued that:  

Employers are becoming more aware that overweight and obesity, lack of physical 
activity, and tobacco use are adversely affecting the health and productivity of their 
employees and ultimately, the businesses’ bottom line. …with benefit-to-cost ratios, 
ranging from $1.49–$4.91 (median of $3.14) in benefits for every dollar spent on the 
program (US Department of Health and Human Services, 2003) 
 

But it is not clear how well scrutinised these ‘evaluations’ are. As Warner and Murt commented 
some 15 years ago, the profitability of such programs is by no means certain, there is little explicit 
discussion of what constitutes productivity gains and even fewer attempts to measure them 
(Warner and Murt, 1984). And the US Department of Health and Human Services has relied for its 
claims on the website of a private organisation which exists to promote wellness programs and 
does not provide references to back up its claims. 
(http://www.sph.emory.edu/healthproject/mission/index.html) 
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9 Summary and conclusion 

In sum, there is a growing literature on the role of financial incentives. Observational studies have 
shown that prices affect food selection and hence diet. Higher fat and carbohydrate dense 
foods are frequently more readily available and less costly than healthier alternatives; and both 
convenience (which can be considered a time cost) and price are associated with food 
consumption. There are an increasing number of controlled studies which investigate the 
relationship between financial incentives, participation in change programs, behavioural 
change, and weight loss. There are a number of shortcomings common to most studies in this 
area: small sample sizes, opportunity for selection bias, validity of outcome measures, particularly 
for behaviour change, short periods of follow-up. Studies are designed to test whether financial 
incentives are effective rather than what makes them effective and under what circumstances. 
Many studies have been targeted to middle-income groups and sample sizes have been 
insufficient for subgroup analyses by ethnic group, socioeconomic characteristics or other 
demographic variables. Finally few interventions provide a rationale for the design of the 
incentives. This is a non-trivial issue. There needs to be an inherent logic to determine what 
problem the incentive is addressing, what form and size it should take, and how it should be 
implemented. The lack of program logic means that the literature can provide some insight as to 
whether incentives work, but very little on what works under what circumstances; and so it is 
limited in supporting the development of new policy. There is almost no evidence on the cost-
effectiveness of financial incentives. 
 
Nonetheless the evidence demonstrates that 

• Financial incentives can be effective in changing behaviour but within a limited scope 
and context 

• Financial incentives that target one-off and simple behaviours (which are more readily 
changed than complex habitual behaviours) have been shown to be effective  

• Financial incentives are effective when they reduce or remove barriers to a desired 
behaviour  

• Not surprisingly the effectiveness of financial incentives in general increases with the size 
of the incentive 

• However, even for simple behaviour change, there are concerns about the distributional 
impact of incentives and how they are operationalised. 

 

However, 
• Diet and physical activity fall into the complex category of behavioural change 

• At best financial incentives have had some limited effectiveness in securing behaviour 
change and short term weight loss 

• Financial incentives may be effective as a component of a multi-faceted intervention, 
but there has been little investigation of this. 

 

But 
• The positive effects have not been maintained in the long term 

• Financial incentives can more readily promote signing up for behaviour change than 
attendance at sessions, and more readily promote attendance than weight loss 
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Summary and conclusion 

• Financial incentives may have a perverse effect on those whose intrinsic motivation is 
high 

• Financial incentives may support new habit formation and this seems more likely in 
young people 

• Complex behaviour change often requires the development of knowledge and new 
skills and addressing these may achieve similar change without financial incentives. 
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11 Appendix. Details of search strategy 

A search was conducted simultaneously on Medline, Pre-Medline Publication date 
1966present, Embase Publication date 1980–present and PsychInfo publication date 1987–
present. This search was conducted via the Ovid SP platform 
 

Strategy 1 
1. exp reward/ 
2. "awards and prizes"/ 
3. financial incentive$.mp. [mp=ti, ot, ab, nm, hw, tc, id, sh, tn, dm, mf] 
4. monetary incentive$.mp. [mp=ti, ot, ab, nm, hw, tc, id, sh, tn, dm, mf] 
5. financial inducement$.mp. [mp=ti, ot, ab, nm, hw, tc, id, sh, tn, dm, mf] 
6. 1 or 2 or 3 or 4 or 5 
7. health behavio$.mp. [mp=ti, ot, ab, nm, hw, tc, id, sh, tn, dm, mf] 
8. 6 and 7 
9. limit 8 to English language 
10. remove duplicates from 9 
 
Strategy 2 
1. exp reward/ 
2. financial incentive$.tw. 
3. monetary incentive$.tw. 
4. health promotion.mp. [mp=ti, ot, ab, nm, hw, tc, id, sh, tn, dm, mf] 
5. health education.mp. [mp=ti, ot, ab, nm, hw, tc, id, sh, tn, dm, mf] 
6. 1 or 2 or 3 
7. 4 or 5 
8. 6 and 7 
9. limit 8 to English language 
10. remove duplicates from 9 
 
Another search was conducted using Econlit Publication date 1969- present date. This was 
via the Ebsco Host platform 
1. Financial incentive$ 
2. Incentive$ 
3. Reward$ 
4. Motivation 
5. 1 or 2  or 3 or 4 
6. Behaviour change or behavior change 
7. 5 and 6 

  
The search engine, Google was also used to find relevant reports and grey literature. Search 
terms included ‘financial incentives for behaviour change’, ‘financial incentives for behavior 
change’, ‘incentives for behaviour/behavior change’, and ‘incentives and 
behaviour/behavior change’. 
 
The websites of all Australian State Departments of Health and the Ministry of Health, New 
Zealand were also searched in an effort to locate any information relating to incentive 
programs. 
 
Hand searching of reference lists of relevant articles and reports was also conducted to obtain 
further papers. 
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