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What is a Compensation Plan

 A strategy of compensation designed to A strategy of compensation designed to 
rewardreward the good and intended behavior of the good and intended behavior of 
independent sales agentsindependent sales agents

 A mechanism that motivates people to A mechanism that motivates people to 
achieve moreachieve more than they otherwise wouldthan they otherwise would

 A vehicle for companies to A vehicle for companies to recruitrecruit
and and retainretain people people to sellto sell theirtheir
products to othersproducts to others
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Direct Selling Business Models

Internal
Consumption Retail Sales

 Consumption Model:Consumption Model:
li di ib ll b dli di ib ll b d

Consumption Retail Sales

Relies on distributors to personally buy and Relies on distributors to personally buy and 
consume productconsume product

 Retail Model:Retail Model: Retail Model:Retail Model:
Relies on distributors to find customers who buy Relies on distributors to find customers who buy 
and consume productand consume product
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Strategies Compared

 Retail Biased ModelRetail Biased Model
 Prime Objective: Prime Objective: 

 Internal ConsumptionInternal Consumption
No retail profitNo retail profit

protect the retail profit protect the retail profit 
of the sellersof the sellers

Kit cost high enoughKit cost high enough

Must heavily load Must heavily load 
initial compensation initial compensation 
for recruitersfor recruitersKit cost high enough Kit cost high enough 

so customers do not so customers do not 
join solely for discountjoin solely for discount

for recruitersfor recruiters
 Low Kit CostLow Kit Cost
 Pricing strategy Pricing strategy 

 Pricing strategy must Pricing strategy must 
support retail pricesupport retail price

g gyg gy
focuses on wholesale focuses on wholesale 
priceprice
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Selling: Retailing or Recruiting

Retail Selling Internal Consumption

Purchase Price $100

Wholesale Price $75

Retail Price N/A

P h P i $75Wholesale Price $75

Profit to Seller $25

Purchase Price $75

Profit to Seller $0

Commission Paid 
by Company

$5 -
$35

Commission Paid 
by Company

$15 -
$35
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The Seller’s profit comes 
from the customer

The Seller’s profit comes 
from the company



Focus on the Behaviors

If a compensation plan focuses on If a compensation plan focuses on 
behaviors, it gets results.  If it focuses behaviors, it gets results.  If it focuses gg
on anything else, at best it confuses.  on anything else, at best it confuses.  

At worst, it can kill the company.At worst, it can kill the company.
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Five Golden Behaviors

 SellingSelling
 RecruitingRecruiting RecruitingRecruiting
 Develop ManagersDevelop Managers

D l L dD l L d Develop LeadersDevelop Leaders
 Retention / ConsistencyRetention / Consistency
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Three Different Types of Reps

Distributor  Sells product
 Recruits 1-5 hrs/week

 S ll d t

Manager

 Sells product
 Recruits
 Trains, Coaches, Mentors
 Thinks tactically

10-15 hrs/week
6-25 team members

 Team Leader
 Sells product
 Recruits
 Trains Coaches Mentors

Leader
 Trains, Coaches, Mentors
 Leverages their time with 

their rising stars
 Motivate & train downline 

managers & leaders

20-40 hrs/week
50+ team members
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managers & leaders
 Thinks strategically



Selling

 $25 $25 -- $35 net hourly $35 net hourly 
rewardreward
Get money into their Get money into their 

pockets quicklypockets quickly

T id t kT id t k Team overrides take Team overrides take 
too long for mosttoo long for most
 90 days: in or out90 days: in or out 90 days: in or out90 days: in or out
Most sponsor nobody Most sponsor nobody 

in that timein that time
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Recruiting

 Recruiting is kingRecruiting is king
 Your best prospects are your customersYour best prospects are your customers
 Recruiting is a result of:Recruiting is a result of:
Sales presentations (parties)Sales presentations (parties)

iiProspecting systemsProspecting systems
TrustTrust
Opportunity (Reward)Opportunity (Reward)Opportunity (Reward)Opportunity (Reward)
Competence (Training)Competence (Training)
$$ per hour$$ per hour

10

$$ p$$ p
Retention breeds retentionRetention breeds retention



Build Managers

 Managers sell, recruit, & train (duplication)Managers sell, recruit, & train (duplication)
 They work within their groupThey work within their groupy g py g p
 Future leaders in trainingFuture leaders in training
 Managers are created by:Managers are created by: Managers are created by:Managers are created by:
Competence (Training)Competence (Training)
Mentoring & Coaching othersMentoring & Coaching othersMentoring & Coaching  othersMentoring & Coaching  others
Developing a teamDeveloping a team
Opportunity (Reward)Opportunity (Reward)
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Opp y ( )Opp y ( )
ConsistencyConsistency



Build Sales Leaders

 Sales Leaders build managers and leadersSales Leaders build managers and leaders
They teach them to beThey teach them to be independentindependentThey teach them to be They teach them to be independentindependent

 Leaders work outside their group within Leaders work outside their group within 
their downlinetheir downlinetheir downlinetheir downline
They leverage their time with their rising starsThey leverage their time with their rising stars

C t t l d l th ltC t t l d l th lt Competent leaders are always the resultCompetent leaders are always the result
of building competent Managersof building competent Managers
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Managers & Leaders
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Retention

 Key to growing your Key to growing your 
businessbusiness

 Early rewards build Early rewards build 
commitmentcommitment
 $25$25--$35 / hour $35 / hour 

minimumminimum

 Gradually buildGradually build Gradually build Gradually build 
golden handcuffsgolden handcuffs
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Five Golden Behaviors

 SellingSelling
 RecruitingRecruiting RecruitingRecruiting
 Develop ManagersDevelop Managers

D l L dD l L d Develop LeadersDevelop Leaders
 Retention / ConsistencyRetention / Consistency
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