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Common sense Is not that common.

Sales incentive schemes and researches are mostly designed based upon “Agency Theory”,

in which “Principle” and “Agent” rely on each other with conflict interests need to be
smoothed out with incentive and “Principle” can never effectively monitor “Agents”.

LeverageT:> Risk Aversel:> ProductivityT

Talent WarT:> Total Payl:> Leveragel:> Productivityl

Sales Person ProductivityT:> Total PayT:> Personal EffortT:> ProfitT
Product popularityT:> Total Payl=> ProfitT

Career ProspectT:> Leveragel

Pay PeriodT:> Sales Performance PeriodT

Effectiveness of Effortl:> Incentive %T

Pay Plan RiskT:> Company Pay CostT

Source: “Sales Force Compensation: Research Insights and Research Potential” by A. T. Coughlan,
Northwestern Univ. and Kissan Joseph, Univ. of Kansas, 2011
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What is sales people motivation?

STIP and Compensation must be considered within a larger frame of Sales force motivation

Drivers of motivation

« Compensation is
one element of
recognition

* However, there are
other elements that
contribute to the
motivation of a
sales force
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Winning
(Autonomy beating

Social

the expectation...)

recognition
(Company
investment,
visibility...)

Material
Recognition
(car, ipad,
tools...)

Spring

Board

to jobs with

large

responsibilities

Financial
recognition

Job

conditions
(Autonomy,
freedom,
action,
variety...)

Compensation

Fix salary
Variable part (STIP)
Total compensation

Pay at risk
Payout frequency
Payout curves
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Roles of Different Functions in Quota Setting*
(Pharmaceutical Industry)
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*Courtesy of Aon Hewitt
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Payout vs Achievement Manager Target vs IC
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