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ITEMS TO INCLUDE IN A
SALESPERSON’S 
COMPENSATION PLAN

Recently, a client created a new position and asked us to conduct a search 
to help them fill the position.

Since this was a new position and I’m in tune to the marketplace, they 
asked for my input on how to compensate for this role.  I’ve designed 
numerous compensation plans for my clients and for my own company.  
Here is the advice I gave my client:

There are several principles to keep in mind whenever you design a 
compensation plan for a sales role:

•	 Compensation drives behavior.  Since this is true, be clear on the 
behavior you want.

•	 Longer sales cycles require longer draws or base salaries.  Do you know 
the length of your sales cycle?

•	 Keep it simple.  Paying on gross or net or in the form of bonuses or 
commissions does not matter.  What matters is that your salesperson 
can easily figure out if they sell X they get Y without going through a 
complicated calculation.

•	 Don’t put a cap on what they can earn.  Do I really need to explain why?
•	 People get complacent when they hit the income they perceive they 

want or need.  Since this is true, your compensation plan should prevent 
someone from becoming permanently complacent.

•	 Your compensation plan should be self-correcting.  It should 
automatically adjust the amount they earn when the salesperson is over 
or under-performing.

A lot has changed in how we sell today and at the same time, people who 
sell have not.  These principles have stood the test of time and should factor 
into how you design your sales compensation plan.
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How to Structure the Base Salary

The next point I made to my client is that a base salary is not an entitlement.  
Success in selling comes down to daily behavior – how you operate.  That 
daily behavior leads to generating the revenue needed.   

We compensate salespeople for how and what they do by paying them 
a base salary and we reward them on the results (e.g. closing deals) with 
commission.  If they stop the daily activities, the revenue won’t come.   

For a new sales hire, be sure to explain “why” the base salary portion 
of their compensation exists and what it pays for.  Do the same for the 
commission portion.

If you fail to explain the “why” on the base salary, they will come to believe 
that it is tied to nothing… they get the base salary for showing up and the 
commission for closing deals. When they get to that belief… and all the 
successful ones do… it will lead to roller-coaster revenue generation from 
good months and bad months in sales.  This inhibits your ability to project 
and plan.   

I have learned it is best to explain the difference and the importance of 
each form of compensation prior to employment.  It won’t prevent what 
I described from happening but it gives you the ability to state, “Just 
like I informed you before we hired you, the reason for the base salary 
is…… therefore we need you to be doing………..”  I have learned that 
the true professional salespeople will respect this because that was the 
understanding prior to them accepting the position.  They won’t like it but 
they will respect it and get back to doing what they are paid to do. 

In order to attract “A” player salespeople, you have to be attractive.  Being 
able to present a well thought-out compensation plan is part of that 
attraction.
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Below is a list of items you can use to help define exactly what you plan to 
compensate for.   Designate which parts of the job are covered under commission/
bonus and which parts are covered by the base salary.

Reporting
Enter customer interactions in company CRM 
System in a timely manner
Attend all required company meetings engaged, 
prepared, and on time
Generate all required reports accurately and in a 
timely manner

 
Lead Generation

Generate leads
Follow-up on leads provided
Set appointments
Qualify leads in relationship to the Ideal Customer 
Profile
Attending networking events
Obtain referrals from current customers
Develop referral network

 
Selling

Conduct customer needs meetings
Develop proposals
Assist in the development of proposals
Respond to RFP’s
Present proposals
Conduct product demos
Make customer presentation on our services
Make customer presentation on our products
Follow-up on proposals and address any 
concerns
Facilitate coordinating meetings with the customer 
and company’s subject matter experts
Close on proposals
Serve as liaison between customer and service/
implementation/developmental team

Do customer account receivable (collections) 
calls
Cross-sell company products and services to 
existing customers
Up-sell existing customers
Renew customer orders
Present new products and services to existing 
customers

 
Results

Overall sales volume of $X dollars gross/net 
within (time frame)
Sales volume of $X in (specific) product line(s)
Sales volume of $X in (specific industry or 
market segment)
Maintain a gross/net margin of X %
Maintain a customer retention rate of X%
Maintain/achieve market penetration/share of 
X%

 
 
Customer Service

Proactively address issues to prevent escalation
Follow-up and address all customer issues
Maintain a customer satisfaction level of X%

 
Team Participation

Interact positively with other departments
Support co-workers by providing insight and 
answers and/or by demonstrating how to do 
something
Positively support company’s vendors/suppliers/
strategic partners
Support company decisions, even the ones you 
disagree with
Demonstrate respect towards other people and 
the roles they play


