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Appropriate goals for the use of sales incentive compensation include:

Communicating key business and financial objectives

Directing behavior toward achievement of the desired goals

Redirecting behavior in response to evolving business needs and market 
conditions

Providing competitive pay for expected performance and providing value 
for the company’s investment

Attracting and retaining high-quality sales talent

Separating the winners from those who should leave is 
generally not a good use of performance-based incentive pay

Separating the winners from those who should leave is 
generally not a good use of performance-based incentive pay

SALES INCENTIVE COMPENSATION IS:

A medium of organizational communication designed to influence behavior
Any form of variable payment tied to sales performance

What is sales incentive compensation and why use it at all?
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There are a lot of moving parts to juggle — sequentially, please!

Form of 
Incentive
Commission
Bonus
Combination

Measurement 
Basis

Individual
Team

Performance 
Measures

& Weighting

Volume
Quality
Transactional
Judgment

Frequency

Of payout
Of performance 
measurement

Performance 
Range

Threshold
Target
Excellence

Mechanics

Caps
Ramps
Modifiers
Linkages
Crediting

Within the context of:
Business objectives
GTM strategy
Role definition

How Much?
Target total 
compensation
Fixed/variable 
pay mix
Upside leverage
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Requirements
Supports business/ 
financial objectives
Few (no more than 
three)
Relevant and 
controllable
Tied to individual 
performance or to 
team with “shared 
dependency”
Results-based rather 
than activity-based
At least 20% of TIC
Measurable

Volume
Revenue volume
Unit volume

Quality
Margin/contribution/profit
Product mix
New business

Transactional
Closing percentage
# of calls made

Judgment
Salesperson
development
Teamwork

Drivers
Company 
goals/strategy
Primary selling 
role

Performance measures come in many 
variations, but have a few common requirements
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A

B

C

Start-up High Growth Competition Maturity

A

B

C
C

hannel

Vertical

Geographic 
territories

Hunters

Commission
Volume-driven
Cost of sales focus
Uniform plan

Geo/named account 
by account size
Introduce market 
verticals

Geographic reps
Named account reps
Industry reps

Commission and 
bonus
Introduce quality 
measures
Introduce quotas
Differ by role

Market verticals
Overlay sales 
specialists
Alternative channels

Pre/post sales 
specialists
Hunters and farmers
Channel managers

Quota-driven
Cost of labor focus
Volume plus quality 
measures

New sales forces 
(SBU)
Channel-specific 
sales forces

Account managers
Segment specialists
Cross-functional 
selling teams

Quota-driven
Linked measures
Differentiation by 
sales force and role

Deployment

Roles

Sales
Compensation

An organization’s life cycle stage also has important 
implications – how many stages are you in at the same time?
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Business Objectives
and Strategy

Business ObjectivesBusiness Objectives
and Strategyand Strategy BehaviorBehaviorBehavior

Selling tools and methodsSelling tools and methods

CommunicationCommunication

Role clarityRole clarity

Training and developmentTraining and development

Quota settingQuota setting

Territory design and sizingTerritory design and sizing

Technical/sales 
support structure

Technical/sales 
support structure

Management leadershipManagement leadership

Sales CompensationSales CompensationSales Compensation

Remember, compensation is only 
one driver of sales force effectiveness


