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[bookmark: _Toc81729753]Defining the Problem 

A new commission scheme has been introduced to the sales department of a large energy company. 4 moths into the scheme it has become clear that there are some problems with the scheme.

The problems are complex and stem from multiple sources but result in agents giving similar performances and getting significantly different commission amounts from one month to the next.

This is a big problem for agents driven by a financial incentive because their motivation is primarily driven by an end goal. This end goal needs to be attainable and measurable. If there is no measurable target for the agent or indeed if the variables of these measurements are not controllable by the agent, then this leads to demotivation and even mental stress for the agents.

The problem has resulted in the demotivation of many agents and in some cases has led to time off due to anxiety. It has also caused a lot of grievances to be raised against the scheme as agents attempt to resolve the issue 
by highlighting the problems on an official basis.

Having raised the issue with there managers without any success, these grievances highlight that the problem is significant and not just teething problems of the new scheme.

The source of the problem is multidimensional. The scheme has 5 area’s that agents must hit to maximise their reward. Only 2 of these areas are felt to be completely under the control of the agent which appears to be the source of the problem.

This report will identify the problem/s if any and analyse any route cause so as to provide a range of solutions in order to recommend the most feasible and financially beneficial for both the business and the agents alike.







[bookmark: _Toc81729754]How the Commission Scheme Works

The Commission Plan rewards the agent for both what they do and, just as importantly, how they do it.

At the beginning of each qualifying period the agent will receive three what objectives and two how objectives. 

Each objective is weighted according to its importance in driving business performance. The scheme will include an “Underpin” component.  This is a minimum requirement to qualify for each objective.

At the end of the qualifying period, based on an agent’s performance, for both what and how objectives, they will receive Pay-out %.
They will receive a Pay-out % which is multiplied with the commission opportunity; this is based on the job family and level.

The objectives set out for the scheme are as follows:

1. Sales Conversion
2. Sales Volume
3. Retention Rate
4. NPS
5. Commitment

The Sales conversion measures the amount of Sales made by the agent versus the amount of calls answered to obtain those sales as a percentage.

The Sales volume is the total amount of sales obtained by the agent over the period.

Retention rate represents the number of products retained from a customer in their renewal period versus the amount calls answered as a percentage.

NPS stands for Net Promoter Score and is an average of scores given by customers the agent has directly dealt with.

Commitment represents the total time logged in for the period versus the expected shift of the agent as a percentage.

The agent’s commission is made up by the weightings in these areas.

	WHAT OBJECTIVES
	 
	HOW OBJECTIVES
	 

	Sales Conversion
	45%
	Commitment
	50%

	Sales Volume
	45%
	NPS
	50%

	Retention Rate
	10%
	 

	 
	


The weightings above show what proportion of an agents’ commission is made up from each objective. There is a maximum cap of 300%

There is a target and underpin for each area. The underpin is the minimum requirement to qualify for a multiplier for each area and the target is where 100% for each area is placed at.

For example the underpin for conversion is placed at 35.53% and the target is placed at 50.76% which means an agent would need to have at least 35.53% of their calls resulting in a sale (roughly 1 sale every 3 calls) but would need to hit 50.76% of their calls resulting in a sale to hit 100% of their target (roughly a sale every other call).

If an agent fails to hit the entry point in a particular objective, then there would be no multiplier from that area to enhance the final commission payment.

So, in summary agents take inbound calls and are targeted on how many sales they make and how many calls it takes to get those sales. They can also further enhance their reward by gaining a high average NPS score from customer feedback as possible and by being logged in for the whole duration of their shifts.

In theory the commission scheme seems fair, but this is based premise that agents have control over their performance. An incentive is built to drive growth and for the incentive to work the agent must have autonomy over their results for the most part.

If, however these objectives are skewed by factors outside of the agents control then the incentive quickly rescinds, and frustration and financial impact replaces it. 
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The problems that arise from the commission scheme fall in to two categories.
The first is a flaw in the dynamics of how the scheme works and the fact that it is not completely fit for purpose. The second problem relates to the fact that some of the objectives are not within the control of the agents due to outside factors.
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Firstly, the scheme is designed for a sales team who take sales calls, however due to a recent re-organisation by the company sales agents are now expected to take both sales and customer service calls.

The idea is for sales agents to provide support for the customer service lines when they become busy. This was originally targeted at 20% of calls being customer service calls and 80% being sales calls.

However, there are much more than 20% customer service calls coming through due to the customer service line busy all year round.

This increase in calls is due to a few factors. 
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The first factor was a decision to remove telephone numbers from letters to try and drive customers online. This on the surface would seem to reduce calls and was intended to do so but most customers who phone in do so because they don’t like doing things online.

This led to customers having to search for contact numbers themselves, and often getting through to the wrong department. These departments then spent time transferring misdirected calls to the correct departments whilst their own calls were cued, creating a backlog of more calls.

These departments then struggled to deal with their own calls which meant the sales team received more overflow calls than the 20% target.

The second factor was a decision to introduce an IVR (Interactive Voice Response) to help direct incoming calls to the correct department.

Unfortunately, due to poor questions and the inability of the system to identify the customer requests competently this ended up causing even more misdirected calls and repeat calls for customers who could not get through.

This brought calls directly to the sales department as customers would simply opt to phone the sales line in order to speak to a person. It also brought calls indirectly to the sales team as other departments struggled with their call volumes meaning more overflow calls to the sales agents.

The third factor was a decision by the company to change the employment contracts of their staff. After 8 months of negotiations with the trade unions the field engineers refused the new contract offers and went on strike.

This meant customers had missed appointments and phoned in to re-arrange them and/or complain. This created a high volume of calls that would not have normally come in and further increased the call volumes.

This also resulted in a lot of engineers leaving or being dismissed and a lower amount of capacity to deal with the customer base, which resulted in more customer calls as a result.

These factors meant the sales role is obscured by customer service requirements which led to the sales commission scheme not being fit for purpose.

The commission payments are determined amongst other things by the agent’s ability to convert calls into sales. Agents lose money for each call that does not result in a sale. Therefore, the increased calls that are misdirected and complaints drives down the conversion of the sales agent. 

Although it could be said that these calls are also an opportunity to sale, in reality the customers are either already with the company for the products trying to be sold to them, or they are so upset about the products they already have that selling them additional products is totally unrealistic.

This then means the agents are being penalised for helping the company manage their high call volumes. The conversion target is only feasible if the sales agents predominantly take sales calls. The situation however means the agents are taking between 40% - 80% non-sales calls. As such it makes that particular objective in the scheme a lottery.

This is not the only objective that suffers from these factors, the NPS score is also reduced because it is based on the agent’s conversation with the customer. These customers are often disappointed with the service of the company and have come through to the sales line to “speak with a person” however, the sales agent isn’t equipped to deal with the query as it doesn’t relate to their area of expertise. 

As such they are still awarded ant score given by the customer which is often understandably a low score.

This also reduces the commission award of the agent through no fault of their own. This also makes the commission scheme not fit for purpose. The customer scores received for each agent should primarily relate to their sales role but often they do not.

Most agents receive high customer scores from the customers they speak to who have come through to discuss sales related issues. The calls that are meant for other departments however often result in low scores.
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The scope and impact of the NPS scoring system (within the context of it being an objective that affects an agent’s reward) was assessed through a survey taken by union members.

Unison is the largest union within the company with over 90% of all union members belonging to Unison within the call centres across the UK.

The UNISON members survey showed that:

• 86% - of members responding did not believe that the current performance scheme helped support improved performance
• 95% - of members responding did not think the use of NPS (with its many factors outside a person control) was fair
• 96% - of members responding supported UNISON calling for changes to metric used to support and reward performance

These results are conclusive and demonstrate the depth of concern that exists. This performance bonus is an important part of an individual’s reward package and as such should always be related to factors which members have control over. It also makes no sense for the business to persist with a bonus scheme that a) does not improve performance and b) is seen as inherently unfair.
So, this shows that the scope and impact of the NPS system is widespread amongst agents’ and is not just isolated to the sales agents. 

It also shows that the way the system is used, especially in regard to agents’ rewards, is a separate problem in and of itself. Many agents in this survey are not even on commission but still are impacted by the NPS scoring system.

The scoring system does not allow the agent to be marked separate from the customers overall perception of company. This means that the agent cannot get feedback on how they have personally dealt with the customer and it also means agents are often getting a score that relates to the customers overall experience with the company and not a score relating to how they dealt with the customer. 

This not only prevents the agent from assessing their performance but also reduces the agents reward based on a score that doesn’t relate to their individual performance. 

The appeals process for this is non-existent. All though there is a governance for NPS scores each month, this process does not allow for calls that are marked against the poor service received by the customer prior to speaking with the agent, instead of the experience that the agent gave them. 

Only calls where the customer presses the wrong number or calls that relate to the wrong agent are removed through governance.

So, in summary the commission scheme may be suitable for a sale only role but fails to accurately evaluate agent’s performance if a significant number of customer service/non-sales calls are expected to be taken alongside sales calls.

This failure is on both the design of the scheme which targets a sales only role that primarily deals with sales calls, and also fails as the objectives chosen cannot be accurately measured as the agents do not have full control of the results that they are producing.

This means there are at least three ways of approaching the issue. 

The first would be to change the scheme to fit the role the agents have been asked to do.

The second would be to change the objectives to ones that are not impacted by the difficulties that the agents face.

The third would be to change the role so the agents take primarily sales roles again making the scheme appropriate without any alterations.
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The impact from additional customer service calls driving down conversion stats is twofold. It reduces the commission of the agents because the more calls taken reduces the value of sales.

To give an example of this:

	Sales Conversion
	33.30%
	50%

	Sales Volume
	159
	159

	Commission
	£709
	£1,022



A sale every other call gives £1022 commission, but with all other stats being the same, a sale every third call gives £709. So just taking one extra call for every sale means the difference of £313 over the month.

This is a significant impact for the agent bearing in mind these additional calls are mainly down to the failings of the business and therefore sales agents are helping the business manage call volumes and losing money for the privilege.

 The impact is not only financial for these agents, but the calls are stressful as a lot of them are complaints which the sales agents can’t resolve. This makes them feel that they are not good at their job and causes them to feel down about taking calls.

This also has a knock-on affect as agents cannot resolve calls then they are more likely to receive a low NPS score from the customer.

In summary the conversion issue is unfair on the sales agents as they are supporting high call volumes driven by the failures of the company at the expense of their commission. The extra calls being taken are reducing the value of the sales made by agents.
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Brainstorming for this issue was done through agent feedback and consultation with the reward team and managers of the processes involved in the reward scheme.
 Many agents raised grievances regarding the problems and offered a few solutions. As such all participants knew the problem and generated as many ideas as possible.
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The factors that affect the scheme are displayed in the brainstorming map above.

Reward team capabilities are a factor that looks at the ability of the reward administration team to implement any changes that were agreed. There is no point coming up with a great idea that isn’t feasible to implement because of cost or manpower limitations.

Customer call volumes are important to consider as the company has a responsibility to answer customer calls in a timely manner. Failing to do so would mean angry customers and complaints which would result in additional work and calls. Also, it could leave to a lot of customers leaving due to a poor service which would hurt revenue streams. So, any decision would need to take this important factor into consideration.

Servicing customers also needs to be considered as any change needs to decide whether sales agents are required to service non sales calls. It helps reduce call transfers if sales agents can resolve these calls at point of first contact, but this will also reduce sales opportunities for these agents as they are spending more time on non-sales calls. This would have a negative impact on growth.

Reward budget is another consideration as an increasing sales agent’s commission by paying them fairly could potentially lead to an overspend on the commission budget. This could be one reason for the reluctance of the business to make the scheme fairer and therefore more lucrative for agents.

Agent behaviour and motivation need to be considered as there is a low morale amongst agents under the current conditions. This has led to time off due to stress, some agents leaving and poor performance due to frustration. Any change should look to improve these circumstances and maximise agent motivation.

External factors need to be considered as engineer shortages, high call volumes and other factors like these can affect any changes made.


With these considerations in mind the following solutions were analysed to see if they were feasible, affordable, and efficient.

Conversion solutions
	Solution 
	Feasible
	Affordable
	Efficient

	Stop non sales calls
	No
	Yes
	No

	Remove conversion target
	Yes
	Yes
	Yes

	Lower target to reduce impact
	Yes
	Yes
	Yes

	Remove non sales calls from stats
	Yes
	Yes
	No




Stopping non sales calls is not feasible because customers phone the sales line when they want a different department because it is easier to get through. The only way to negate this would be to put a recorded message on the sales line explaining that the sales team can’t help with non-sales calls. This would be inefficient and expensive to implement.

Removing the non-sales calls from stats would be difficult also. This would mean agents recording every non sales call and providing a report to the reward team to get these calls remove from their conversion calculation.

This is feasible as agents record every call result now anyway, so most agents probably have this information to hand daily.

However, this would cause the reward team a lot of extra work trying to remove these calls from the agent’s overall call volume this is possible but would require additional manpower and increased costs. 

Also, this would raise concerns over agent manipulation as there would be a financial incentive for agents to record more non-sales calls than they received to increase their reward. There is also some dispute over what constitutes a non-sales call as it is possible to sale to customers who called for a different reason. This makes the waters muddy and would raise further contentions over how many calls are removed for the agents.

It would require a more manpower to monitor agent reports to ensure they are not manipulating the process and as such would make this resolution in efficient.

This leaves either lowering the target to reduce impact or removing the target altogether.
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To help assess the validity of any solution an exercise to identify stakeholders was undertaken. This would help to keep any resolution honest and balanced as solutions to monetary issues are extremely prone to bias for obvious reasons.

Stakeholders include:

· Sales Agents and their families (Commission recipient)
· Team Managers and their families (Rewarded on agent performance)
· Department Head (Task with performance and budget)
· Reward Team (Sets and monitors commission scheme)
· Customers (Ease of buying company products)
· Sales Director (Sets commission budget)

The main contention with any resolution to this issue would normally involve the budget and expenditure on the commission payments. Having interviewed the Department Head it became clear that the budget could not sustain a large proportion of agents hitting all their targets month after month.

This seemed to be the elephant in the room with the grievances however, as the grievance managers refused the claims of the agents without giving any rational. They could not refute the evidence provided by agents but stopped short of admitting the budget could not sustain agent’s performance without these “limiters” being in place.

Being unable to get any confirmation in writing that the budget amount is dictating any decision taken with the commission schemes concerns, the solutions provided in this report cannot take into account a barrier the company is not willing to admit is there, and as such is based on all other factors that have been mentioned beforehand.








Solution 1 

Removing the conversion target altogether.

To remove the target would solve the problem for agents as they would be judged on their sales volume alone. This would mean they could motivate and target themselves more effectively as their commission would revolve more around how many sales, they made rather than how many calls it took to make those sales.

This traditional commission process would:

· Allow them to know the value of each sale
· Give them personal weekly goals that are attainable
· Allow them confidence in knowing how to achieve their desired commission award
· Remove anxiety from taking non sales calls
· Give equal reward for equal sales volumes

This eliminates the “luck” factor of one agent receiving a lot more non-sales calls than another and places the emphasis on growth which also satisfies the business and their objectives.

Also, the business would still have the conversion stats to use in order to monitor the types of calls coming through and how efficient their phone lines are directing calls. This information is not lost, it is simply not used as a factor in how much the sales agents get paid.

Implementation would be straight forward with the rewards team simply needing to remove the conversion objective and replace it by increasing the sales volume objective.

 
	WHAT OBJECTIVES
	 
	HOW OBJECTIVES
	 

	Retention
	10%
	Commitment
	50%

	Sales Volume
	90%
	NPS
	50%



The downside to this would be the potential financial impact to the business as agents would probably sell more due to a better motivation and clear personal targets. This could be compensated by reducing the reward per sale however.

Solution 2

The second solution would be to keep the scheme the same but to reduce the weighting of the conversion target and thus reducing its impact to the agent. This way the business could keep its metrics in place, but the agent would lose less money from having a lower conversion.

	WHAT OBJECTIVES
	 
	HOW OBJECTIVES
	 

	Sales Conversion
	20%
	Commitment
	50%

	Sales Volume
	70%
	NPS
	50%

	Retention Rate
	10%
	 



If the business is insistent that they want to reward agents who make as many sales from the fewest amount of calls possible, this would be a good compromise.

The business still retains an element of “making the most of each call” whilst the agent is not penalised as much if they have a plethora of calls they cant sell on.

With this balance in mind giving a small win to stakeholders on all sides, the business was willing to implement solution 2.

The new balancing of objectives needs to be monitored moving forward to assess the benefit to sales agents and gage whether the new weightings sufficiently motivate agents to maintain a good conversion.

If for example the conversion of agents dramatically dropped over the months following the change, then the weighting would need to be re-visited. 





[bookmark: _Toc81729762]Other Considerations

To help with the other issues outside the commission scheme itself, some other recommendations have been made.

· Allow agents to contest NPS scores that clearly don’t relate to their interaction with the customer. This can be done in the monthly governance of NPS scores that is already in place.

· Address the engineer shortages that are causing bad customer service and increased call volumes.

· Add department specific numbers to correspondence and websites so customers calls are more likely to reach the correct department first time.

· Change the IVR messages so customers have a clearer pathway to the department they need so call volumes are reduced.

· Provide sales agent with more training around non-sales calls so they can better deal with them first time, especially if these additional calls to their role is to be permanent.

· Be more transparent regarding budgets especially when they conflict with agents being rewarded fairly for their work. It is better to acknowledge the budget limitations and reduce the amount you pay in commission, rather than have an unfair system to keep costs down.
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