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What’s New is Old 

2023 could be another year where unusual circumstances will make 
sales compensation planning an exercise fraught with uncertainty.  
The 2020-1 planning season had to consider how the markets would come out of 
the pandemic; then, the 2021-2 season had lingering pandemic impacts, sales role 
changes, initial hints of inflation, and excitement around crypto. 

For 2022-3, the primary concern is the potential for "stagflation# ! a 
combination of high inflation and a non-zero probability of recession.  This is a 
consideration that many people have not seen before.  (Having said that ! yes, I do 
remember the late 1980$s.)  So again it will be hard to have much confidence in 
any predictions for how market conditions will play out. 

When we last had these types of concerns, sales compensation planners responded 
by adjusting sales plan designs, in order to manage the potential for big 
swings in payouts to the sales team.   

Based on these past experiences, today$s companies might consider the following: 

1. Many companies might need an additional plan lever /
performance measure in 2023, in order to motivate the right behaviors for
this environment.

2. Goals will be hard to set accurately -- which can be mitigated within
plan designs to address any potential implications on pay-for-performance.

3. Reviewing plans for systemic crediting and payout errors might
be a useful exercise this year, if business efficiencies and cost controls turn
out to be a priority.

What might each of these mean for 2023?  
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Applying Past Lessons Learned 

Plan levers.  We want to keep plans simple, of course.  However, we also want to 
reward the right behavior for the company in shifting market conditions.  We also 
want to continue to provide fair and equitable opportunities for the sales team.  An 
extra design element adds flexibility for leadership that can help keep the sales 
team aligned strategically. 

For example, if we look back to the 2008-9 recession, "controllable margin# 
measures gained interest as a means to focus sales teams on how they could 
influence both revenue and profit.  Other companies incorporated plan kickers that 
supported important market objectives, like multipliers for minimal price 
discounting on top of volume-based incentive plans. 

In 2023, different companies will surely read their strategic opportunities 
differently.  Will price rises need to be instituted?  Do costs need to be controlled?  
Are certain customer relationships the most critical to maintain?  Is it a good time 
to win market share?  Will you simply ride things out?  All these are plausible 
business strategies.  Giving them emphasis in next year$s incentive plan will be 
important ! and the right levers to use depend on how current sales incentives are 
designed. 

Goal setting.  Many companies espouse "pay for performance# as a key tenet of 
their plan design.  But if there$s high inflation, how much would improved revenue 
performance be due to price rises?  And if a recession takes place, how much 
should the sales team be penalized for lower performance through pay decreases?   

As a complication, many companies saw spending overshoots in their sales 
compensation in 2021, usually due to sales targets that turned out to be far from 
actual sales results (sometimes, companies did this purposefully).  Once an 
overshoot has occurred, it is hard to get buy-in from the sales team that high 
payouts shouldn$t be expected every year ! especially if the Great Resignation is 
having any impact. 
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Fortunately, incentive plans can have "shock absorbers# built in to mitigate goal-
setting challenges.  These can take the form of adjustments to performance 
measure weights, payout curve leverage, threshold and overachievement 
expectations, or even scenario-based multipliers. 

Additionally, the goal-setting process itself can be adjusted to improve accuracy.  
For example, an annual goal process can be broken into semiannual reviews in 
order to allow for fast-changing market conditions.  "What if# modeling scenarios 
should also be run, in order to measure how robust the incentive plan would be 
against substantially missed targets. 

Error cleanup.  Many companies look for ways to keep spending under control 
in times of uncertainty, and may naturally look at sales incentive costs as a potential 
savings area.  But rather than focusing on the payouts earned by performance, 
incentive plan administrators are probably highly aware of what causes 
overpayments or complaints in the plan that are not necessarily earned by 
performance.  The savings then may come in the form of more accurate payouts 
and less time spent by the sales team chasing payout issues.  So, perhaps this 
planning season should also proactively address plan elements that cause errors in 
order to avoid cutting the wrong sorts of costs. 

In sum, if 2023 market conditions are hard to gauge ! then think about ways the 
sales compensation plan can help you mitigate the uncertainty, and draw from 
lessons learned before 


