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Prof. Roll & Pastuch T Management Consultants has a strong focus on

revenue-driven profit growth

Consulting focus Key topics
Our focus is on revenue-driven profit growth Mm
. L APrice increases A Sales audit A Growth strategy
Price and sales optimization ) . ) .
AValue pricing A Customer ADigital strategy
_ | ADiscount segmentation ASales strategy
PROFIT = f’rlce X anntlty i | Costs systems ASalesincentive 4 Market entry
& ’ ADigital products system strategy
" W AInternational AValue selling Aé
pricing A Sales efficiency
Industry focus Conferences and studies*
Automotive Technology Jp— We present the latest
N _ _ _ SR hrons e e trends in sales and
Commodities Machinery/engineering price management on
: . international and
Chemicals Tools Wirtschafts & _
B Woche l marcucevans national conferences
Energy and utilities Industrial goods
Consumer products Medical devices & Veranstaltungen
services

* excerpt 2
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During todayos session

sales incentive system

Overview: Optimization of Sales Incentive System

What are current challenges / trends
Challenges associated with the sales incentive
system?
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The sales incentive system poses a huge challenge for many

companies i Often both management and employees are not satisfied

Typical sales incentive system challenges:

Selected issues: Corporate ﬁ Selected issues: Employee &

How can | get more steering via the sales r

incentive system? Almost all salespeople get The incentive system is so
similar pay-out? complicated i | do not understand

4 what to do to improve pay-out?

Employees do not act according to corporate
targets but optimize salary! 7

One of my colleagues received a
windfall profit i He has secured his
pay-out for the mid-t e r mé

have huge differences even inside a country?

What is the right level of variable salary? We F

| spend a lot of time trying to

calcul ate the decil|si on

We have huge administrative efforts in running
the system i How can we improve?

We want to drive profit but sales is targeted fully
on volumeé. What can we do?
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The sales incentive system is not the only to solve every issue of the

sales organization

Sales Incentive System as Component of Performance Management

The incentive system doesn ot é
é substitute sales / performance management
é substitute lacking sales training

€ substitute lacking sales processes

Sales Management Sales Planning
Sales Training

Portfolio Strategy
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Today, we need to think of an overall picture for motivation that goes far
beyond the classic "work for money" image

Overview motivational factors

.-'I F.
£ w

f fersonahty " Variable income Ta%ks
»> WP o @ Affiliation
Power

Social envir%nrﬁ'ept ‘, 2 - , Autolom_y

.

Recognition

Fairness ° N e \ g Personal goals

Base salary A 2, y a Leadership

&

Power e~ Direct boss
€ i~ a
Company
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Variable compensation must serve the corporate goals and aim beyond

sole revenue orientation!

Conflict due to conflicting incentives

Focus Mgmt Focus Sales Team
Incentive
v o e System

i ... and also th | of all
Our goal: sustainable and also the goal of a

x gglﬁ_s profitable growth... sales force V EEI,ETS

V Brand / | \ -  Brand

V New New
customers ‘ “ customers

V é é

MANAGEMENT e SALES FORCE
‘ ... to be the goal of the ’ »
organization ... i‘i i ===
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A motivation system consists of the three components variable salary,

temporary incentives and corporate culture

Overall view: Sales motivation systems

Prof. Roll & Pastuch
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Definition of the salary
components:

A Elements / weighting of system

A Curve progression at target
achievement

A Planning system
A é

Incentive system
(Temporary)

Definition of temporary motivational
campaigns

A Individual push actions to control
or promote specific points (e.qg.
promotion, new customers, etc.)

A Direct measurement of success

Culture and control

Focus on all non-monetary
elements of motivation

A Factors influencing the general
motivation in the team

A Transparency in the sales team
to optimize self-control

11
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We keep temporary incentive components in mind as a fallback option

and to streamline the target system

Forms of incentives for employees

Events
(Experience)

Action Events

Travel

Award
as Best Practice
in the Sales
Meeting

Vouchers

Field service
of the year

Special
premium Company car

Seminars

Trainings

Development
(Becoming)

Notes

A In addition to extrinsic
motivation, which is often
ensured by monetary benefits,
the intrinsic motivation of an
employee is essential

A Monetary incentives have a
very clear steering function,
but can conflict with intrinsic
motivation

A Company events, awards for
special achievements or other
forms of recognition are often
more favorable

12
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During todays session we would like to talk about the strategic topic of

the sales incentive system

Overview: Optimization of Sales Incentive System

What strategic questions should you
Optimization consider, when optimizing a sales
incentive system?

13



% CEO

Comité Eurcpden de '0utillage
sropean Tool Association

Prof. Roll & Pastuch

MANAGEMENT CONSULTANTS

A synchronized salary system should meet both corporate and

employees needs

Requirements for the compensation system...

... from employees M ... from company’s perspective

¥ Relevance / Influence:
Impact of personal effort, success and
compensation should be recognizable.

¥ Fairness (horizontal / vertical):
Level of compensation should be plausible in
comparison to peers / superiors

v Predictability:
Both amount of the fixed / variable salary
components should be predictable in the
medium term.

4 Comprehensibility and transparency:
The calculation of variable compensation
should be understandable

Target:
Win-win situation
between
management and
employees

v Optimum incentive effect:
The compensation system is designed to steer
/ motivate employees to act in line with
corporate objectives

¥ Team promotion:
The system is designed to encourage
employees to put selfish interests aside in favor
of team interests

v Employee retention:
Capable employees should be retained

v Budgetability:
Cost of compensation should remain
budgetable, flexible and limited

15
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The components of a salary system should be optimized and adjusted in

a systematic process taking all relevant parameters into account

Steps for optimization of a salary system

Finetuning:
Regulation
parameters

Degree of
individualization:
Components

Reference measures:
Variable et A Relationship
Share: compensation o achievement vs.
Variable : A Individual bonus

_ compensation ——— A Team A Payout cycle
Consistent A Company A é

planning process AGross margin A é
APrice quality
Alndividual targets

AFixed vs. variable
components

ASum of salary to stay AMaximum salary
identical (overall)?

AMatching salary and _ . ) :
planning targets Level of heterogeneity across country organizations / hierarchies

20
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A thorough assessment of the status quo is essential to identify potential

hurdles for project success

Salary structure: level of heterogeneity

Salary structure
heterogeneity between...

ACountry specific salary AGeneral salary modelsto  ABasic model containing
V), model choose from fixed salary elements /
... countries _ ' AVariable part of salary AFramework for share of variable elements already
' : differs strongly (elements | variable compensation implemented
partly not implemented) companywide
\ AHighly individual salary ADefined salary models AMajority of salespeople
1? ' *.-1”- f.' ¢ “'y elements that are not linked planning processes = have the same salary
... hierarchies y _ always related to hierarchy and objectives across elements / proportions in
' ' specific objectives / hierarchies line with their respective
i corporate planning hierarchy

AHighly individual salary ADefined salary models to | AStrictly defined salary

1 H $ elements and proportions  choose from elements and proportions
... individuals ;, \‘ for ADMs on same AFramework for share of model containing fixed
s ‘ hierarchy level variable compensation salary elements
companywide

21
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During todays session we would like to talk about the strategic topic of

the sales incentive system

Overview: Optimization of Sales Incentive System

How can the system be optimized?

CEmIZEon What decisions should be made?

23



& Prof. Roll & Pastuch

ekl " o MANAGEMENT CONSULTANTS

A sustainable balance in-between variable and fixed salary system must

be found depending on needs and corporate culture

General pros and cons of variable vs. fixed salary structures

i

A Reduction of fixed costs /flexibility in times of recession A Low administration costs
A Monetary motivation for high performance A Simple and transparent budgeting
A Theoretically fewer steering requirements (more self- A Planning security on both sides
steering) A Horizontal and vertical salary distribution can be well-
A Theoretically high level of fairness in terms of target calibrated
achievement (in a well calibrated system) A Higher focus on area of responsibility and long-term
A Various options for implementation and steering objectives
(variable share vs. payout function)
A Low planning security / high dependency on market demand A No reduction of costs in time of recession
A High conflict potential between own / company interests i .
A Fairness difficult to ensured (factors that can be influenced, A Less opportunity to steer / manage
realistic planning process / target-performance comparison) A Incentivizing effect far from being exhausted
A Risk: disproportionate salary dev. / unbalanced salaries A No focus on performance and target over-achievement
A Risk of pure extrinsic motivation and short-term actions ;
A High administration costs A No reward element
A Legal issues

24
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Eure

Put a strong focus on the sustainable selection and design of the

elements of the salary system

Procedure model

Values / Simulation
1 Elements / Structure 2 T : 3 : /
distribution function Adjustment
Guiding question: Guiding question: Guiding question:
What types of conditions How should the individual elements What are the expected payouts
should be included in the system? be measured and weighted? based on the performance?
Distribution Cap

! Target
1 1 1 achievement
L 1 | -

»

x% 100% y%

Topics: Topics: Topics:
A Salary level / share of variable A Determination of the course of the A Simulation and adjustment of settings
compensation curve per employee
A Elements type A Definition of min. and max. targets A Alignment with corporate goals
A Number of elements A Setting budgets A é
A Reference values for variable salary A Transfer regulations
components A é
A e
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