HOW DO YOU MOTIVATE 
AND COMPENSATE YOUR SALESPEOPLE?
By Jack Hoffmann

How do you motivate your sales people? The academic and classically accurate answer is you can’t motivate people. Motivation is internal to the particular person and the only factors that can truly motivate a person lie within the person themselves. So why do we spend so much time talking about it? Why do we devote so much time and effort trying to make motivation happen?

The answer is that although you can’t control motivation, good leaders and coaches certainly can affect and inspire motivation. They create conditions in which people want to be motivated and therefore motivate themselves. When this occurs, we say the leader “motivates” because he or she has helped to shape an environment in which individuals are energized and motivated to achieve successful results. The strongest motivators for most people are achievement and its opposite – the avoidance of failure. People are never motivated by failure itself, but for some competitive people, achievement for the purpose of avoiding failure can be a stronger motivator than achievement for its own sake. The other strong motivator is recognition. This occurs when someone achieves something and someone else recognizes the accomplishment in some way.
Some of the best examples of motivation driven by achievement, avoidance of failure and recognition can be found in sports. The coach or leader of a successful team never executes a play, the players do. However, a good coach creates an environment in which the players want to perform at their best, make a contribution, be part of something special and have the best chance of winning. Each person on the team gives their best effort because they want to share in the success and be recognized. 
Great coaches know how to turn on the achievement mechanism in each of their players, they know how and when to play the “failure is not an option” card and they understand the power of well-placed and well-timed recognition. 
The same is true for good leaders in business. Great business leaders create conditions in which their team members can succeed, manage the inherent risks of failure and be amply recognized for their achievements. With few exceptions, all people want to achieve, contribute and be part of something successful. Our inherent drive challenges us to achieve and be recognized.

There are many ways to motivate people and money is one of the most powerful. Nowhere is this more the case than with sales people. However, there is a common fallacy about the relationship between money and sales people. Many people (even some sales managers) perceive that sales people are solely “coin-operated”, meaning that they are only motivated by what their compensation plans pay them to do. This is a very limiting viewpoint when it comes to how to motivate sales professionals. While it is true that the majority of successful sales people are aggressive and competitive by nature and drive them-selves to succeed. Often that aggressiveness gets confused by the perception that sales people only do what they do because of the money.

People who design compensation plans and those who manage sales people would be wise to understand that good sales people are motivated by the same characteristics of success as a good athlete – achievement, an aversion to failure and recognition, including the money that comes from those successes. Good salespeople are basically entrepreneurial in nature and are willing to take risks if the potential rewards are sufficient and achievable. 
The designer of a compensation plan must also be aware that many plans fail because the company does not set high enough goals and objectives for those who want to achieve them. An effective plan is one that motivates salespeople to work enthusiastically toward the sales and profit margin goals of the company. It helps them reach their highest potential and provides them with a sense of security and a strong desire to make more money. Furthermore, the compensation plan must be flexible, economically sound, have a reasonable amount of challenge and be well administrated if it is to work in the long term.
Few companies are happy with their present sales compensation plan and more importantly the lack of sales results they are presently experiencing.
That dissatisfaction often comes from the fact that the compensation combined with the way sales people are managed doesn’t take into account the “whole sales person” in terms of well-rounded motivation.

          To determine what changes, if any are needed, several factors should be 
          considered:

· Does the compensation plan provide for growth in existing accounts as well as acquiring new accounts? Studies show it is five times easier to gain more business in the customers where you already have a relationship than to gain business in a new customer.
· Is the compensation amount realistic in view of the company’s price structure, competition, sales cycle, market share and present market conditions?
· Does it encourage high volume at the expense of profit?

· Does it reward maximization of sales and profit margins for current as well as new customers?

· Do the salespeople earn the same as, less than, or more than their counterparts at other companies, i.e. Is your compensation plan competitive? Successful sales people will often move to where the opportunities to increase their income is regardless of the industry or the product lines.
· Does the plan encourage superior service to the customer such as the proper handling of complaints as well as providing accurate and informative record keeping and reporting by the sales rep?

· Is the compensation plan limited to the outside sales organization or is it tied in some way to the internal sales organization? Well designed compensation plans encourage the customer service people (inside sales) and the field sales people to work together as a team.
· Does the compensation plan align itself with and support the overall goals and objectives of the company?  

· Does the compensation plan provide for “stretch goals” that encourage high performers to reach into a higher level of excellence and reward?

When salespeople are not adequately motivated by the compensation plan and goals and objectives are not being met, the program probably needs redesigning.

There is no best way to compensate salespeople. The plan that works best depends upon the company and market(s) they serve. There are some guidelines, however, for creating a plan:
· The design of a compensation plan should be a cooperative effort since it will also affect finance, accounting, human resources, data and order processing, payroll and salary administration. All of those areas should be consulted regarding the design, including top management, sales management, a sampling of salespeople, and appropriate personnel and consultants, if appropriate.
· The design must be based clearly on company objectives. Therefore, the success of the package depends on how thoroughly the designers of the plan understand those objectives and the sales effort required to reach them. Because of the diversity of functions in sales operations, compensation plans must be tailored to meet the needs of different kinds of sales people and their selling activities.

· Some of the other factors that affect compensation include customer buying habits, planned promotions and advertising programs, plant capacity, pricing policies, territory fluctuations and competition. Travel and entertainment expenses should also be considered.

All of these factors must be recognized and dealt with when designing the compensation program. But as stated earlier, the underlying factor that designers must consider is whether the plan will motivate salespeople to reach and exceed company objectives. To this end, objectives must be defined, markets must be identified, territories outlined and the overall role of the sales force spelled out.
When company objectives have been defined, then designers must decide on an incentive plan that will best motivate the sales force. Among various types of plans and variations are the following:
· The most basic plan is a straight salary. This works for sales organizations whose main function is to service existing customers. But it does not motivate salespeople to build new sales dollars and their compensation won’t motivate them to be concerned with the profitability of their results.

· The constant incentive is one in which salespeople are paid a commission or bonus from the first sales dollar. This can be in addition to a base salary or guaranteed draw, or it can be a commission or bonus that is paid starting at a high achievement point.

· With a progressive incentive, commission rates increase as sales increase to higher levels. This can be highly motivating; but can result in high compensation and some resentment from some sales managers who may earn less than some of their sales people. Other types of motivations can be tied in for the sales manager. However, if a sales representative meets a high level of performance they should be compensated accordingly.

· Monthly commission ceilings on earnings may be imposed on some incentive plans. Ceilings protect the company against “windfall” situations in which large sales and earnings happen one time or in one month or seasonally with slow or low sales and earnings in other months. 
     The use of ceilings should be used in these instances but be aware that if 
     They are not instituted correctly they can destroys incentive, enthusiasm
     and effort. If ceilings are set too low salespeople may quit selling
     altogether once the ceiling is reached.

A successful company’s number one responsibility is to encourage (“motivate”) individuals to achieve their potential in an environment that provides equal opportunity for success and enrichment. A well thought out compensation plan is a good start. 

Keep in mind however that motivating the sales force or the entire organization is about more than just compensation. People become motivated when:
· They know the overall objectives of the company, i.e. “where are we going and how do we plan to get there”? 
· Each person knows how their particular job or responsibility fits in the overall objectives, i.e. “How does what I do affect the overall objectives of the organization and what’s in it for me”?
· Each person has the necessary tools they need to get their job done. Tools include not only material items like computers, software programs, sales reports and objective setting, but they need to understand the overall strategic plan, the marketing plan and the sales plan.
Keep in mind that the more educated and armed with the right tools and support systems, with the right incentives and compensation plan, the more motivated the sales organization will be.
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