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When 1s it time to change the plan?

m Sales growth
stagnation

m [eader exhaustion
m Payout too high
m Disengaged leaders

m Change in business
model
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In a healthy company, the
- compensation plan is the
y primary driver of growth

Formost companies, incentives (award trips, prizes, convention awards, recognition) are the
whipped cream on the sundae. Incentives should enhance the compensation plan
emphasizing key sales force behaviors needed to accelerate growth and increase retention of
recruits and leaders. Successful direct selling companies quickly learn that the right

incentive at the right time can have a very positive effect on sales growth. They also learn
that offering too many incentives is counterproductive.
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,.r/ As sales growth levels off,
companies often rely too

much on incentives to drive

sales. This is not sustainable.

Mostcompanies see a period of stagnant sales growth at some point. When this happens,
some companies attempt to correct the problem by introducing frequent monthly or

guarterly incentive programs designed to stimulate the sales force to do more. In the short
term, this will often generate good results. In the long term, however, a culture begins to
develop where the sales force tends to focus more on thetshmorincentives for their

reward and motivation than on the compensation plan. This is a dangerous situation

because it takes their focus off the compensation plan and makes them focus-terrshort
rewards which are constantly changing from
becomes the question that determines what behaviors each sales person does. Long term
success for a distributor is rarely the result of stearn thinking.

Instead, the compensation plan should help them focus on what they must do to succeed in
the |l ong term. AWhat do | do to succeed in
answered by the compensation plan. The compensation plan must embody the core set of
behaviors required for each person to succeed in the businesghe shorterm incentive
programs.




Sales Growth Stagnation

m Takes focus off the
compensation plan

m ROI declines

¢ Return = Behaviors

m Self-perpetuating
cycle

Always keep Incentives and Compensation properly balanced

When shortermincentives overpower the compensation plan in the hearts and minds of the
sales force, it takes their focus off the compensation plan. As a result, the Return on

Investment (ROI) to the company of the money spent on sales force compensation is

reduced fewer good behaviors being realized for the same amount of money spent by the
company. As an incentives based culture continues to develop, the cycle only gets worse.
Without better and better incentives to keep the sales force enthusiastic, it becomes harder

and harder to see a bump in sales and recruiting. At that point, the sales department often
feel | ike they are running faster and fast €
This is not sustainable over time. In the lgagn, incentive programs should not be used

to compensate for the failures or weaknesses of the compensation plan. Instead, incentives
should enhance the compensation plan, working in perfect harmony with it. Another way to

l ook at ité i ncentives should bdempart of a
reaction to declining growth.




After severalyears of hard work, some leaders find their downline volumes increasing while
their earnings are decreasing. This is often the result of a compensation plan that pays too
shallow where the leader does not receive compensation for sales generated from deeper
teams of people below them. Instead, shallow payout plans keep a leader focused only on
their shallow organizations where growth comes from building wider and wider (recruiting).
The leader eventually feels like they are running in a hamster wheel where they can only
grow by doing more and running faster. This causes them to burn out and lose their
enthusiasm for the business. This unfortunate process starts with a leader doing more and
earning less for their effort. Eventually they become discouraged or unhappy and disengage
from the business. They stop doing what they did in the past to build their business and try
instead to protect their income stream from falling rather than building it bigger. Getting
them to reengage is very difficult without fixing the root causes of the problem in the
compensation plan.




