ISCTE € Business School

Instituto Universitario de Lishoa

SALES INCENTIVES
- THE ROLE OF CULTURE -

Antonio M. J. Ribeiro

Project submitted as partial requirement for thenfasral of

Master in International Management

Supervisor:
Prof. Anténio Robalo, ISCTE

Co-supervisor:
Prof. Alexandra Fernandes, ISCTE

December 2009

© Anténio M. J. Ribeiro, 2009 — emadmijribeiro@netcabo.pt







- Spine -

0JI9gIY ' I OlUQIUY
2InND JO 9]0y 8yl — S8ANUdU| S9[es













Sales Incentives — The role of culture

Resumo

A globalizacéo € hoje comum nas nossas vidas. 0 teco Mundo estar a ficar cada
vez mais “pequeno”, impde constantemente novodideses empresas.

Os fornecedores sdo, hoje em dia, globais. Este,fpor si s6, gera novos modelos
globais na aquisicdo de bens por parte das empresgise necessariamente exige novos
modelos de venda por parte dos fornecedores, qusupovez conduzira, inevitavelmente, a
novas formas de compensar as forcas de vendas.

Porque razdo pagam as empresas incentivos as fiecasndas? A resposta a esta
pergunta poderd ser Obvia. A mais comum das respdastque desta forma se consegue
motivar a forca de vendas a perseguir os objectiadmidos pela empresa. O que nao sera
tdo Obvio assim, € o papel que a cultura do pasemeenha quando é implementado um
“Plano de Incentivos as Vendas”.

Vérios estudos tém sido realizados sobre os diesemétodos de compensar um(a)
empregado(a) pelo trabalho que ele/ela realiza paganpresa. No entanto, apenas alguns
desses estudos se concentram na importancia quieueaao pais tem, ao implementar um
plano de compensacdo. Sao ainda menos os estugl@saisam a importancia da cultura ao
conceber um “Plano de Incentivos as Vendas”.

Esta questéo torna-se particularmente relevantaso das empresas multi-nacionais,
onde o cenario mais frequente € um plano de inemtomum a toda a organizagdo, com
origem no pais em que se situa a sede da empragel(iC 2007). Este plano, é depois
implementado em todos os paises onde a empresa, apeéependentemente da cultura de
cada um desses paises.

A forca de vendas, sendo a face da empresa, neceksidiferentes métodos de
incentivos. Neste documento, sera feita uma andm® o objectivo de identificar a

importancia que a cultura tem ao conceber métodasogntivos as vendas.

Palavras chave:Vendas, Incentivos, Salarios, Cultura, Gestaaaigonal

Classificacao JEL:M16, M52
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Abstract

Globalization had become a common word in our daigs. As the world becomes
“smaller”, new challenges are constantly presetgembmpanies.

Suppliers are nowadays, global. This fa&r si,generates new global buying models
from customers, which inevitably demand new sellmgdels, which in turn require new
sales incentives models.

Why do companies pay incentives to salespeople?aibeer to this question may be
obvious. The most common answer is to keep thes dalee motivated in pursuing the
company objectives. However, what may not be thmstious is the deployment of “Sales
Incentive Plans” (SIP) considering the nationatuna of the salespeople.

Several studies have been conducted about thedfiffenethods of compensate an
employee for the work that he/she provides to ajamization. However, just a few of the
studies concentrate in the importance of nationlilie when designing a compensation plan.
Actually, even less of those studies concentragg &fforts in analyzing the importance of
the national culture when implementing a “Saleseitive Plan”. This issue becomes
particularly relevant in the case of multinationalghere the most frequent scenario is a
common incentive plan that is originated in the pamy headquarters (Cichelli, 2007) and
then deployed all over the world, without considgrthe national preferences and values of
each individual country.

Salespeople, as the face of the company, requiieretit incentive methods. In this
document, an analysis will be made in order to tiflerihe role that culture plays when

designing incentives for the sales force.

Keywords: Sales, Incentives, Compensation, Culture, Intesnat Management

JEL Classification: M16, M52
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1. Introduction and methodology

Several different options are available when regeag any subject. In the field of
social sciences the methods most commonly usethfalo main categories: qualitative and
guantitative.

For the purpose of this study, both methods willutikzed as the importance of the
two is relevant to accomplish the objectives of thrioject.

The methodology used includes an analysis basedd&scriptive investigation of the

literature and studies available today. This revieeludes a focus on three main subjects:

» The methods utilized to compensate the sales force
* The cultural differences amongst the differentoagiof the globe

* The importance of culture in motivating the sal@sé

As the aim of this project is to find and intersectbetween culture and sales force
compensation, based on previous studies and litesaseveral hypotheses will then be
evaluated. To assess and explore those hypothesesrld wide online survey was carried

out and a statistical analysis of the results Wwas tompared with the initial assumptions.

As a reference model to compare the different cet@round the world, the Hofstede
(1997) cultural dimensions were used. The reasohgtgnd using this study is due to its
complete data, and the purpose of the study it sdfiough there are different studies that
measure dimensions of culture (Trompenaars, 1988tl&d, 1999; The World Data Survey,
2009 and the GLOBE Project, 2009), for the purpmisavestigating the different perceptions
on compensation systems, the Hofstede dimensionsulbire seem to be appropriated
(Robalo, 2004). In addition, the Hofstede studsgtik today one of the most complete studies
in the world in what respects to cultural differeacaround the globe. However, the fifth
dimension of Hofstede, “Long Term Orientation” (LY, Qvill not be used due to the limited
amount of country values present in his study.

Based on the existing literature and the resulth@fon-line survey, a conclusion will
be made, as well as recommendations about thephms#ss to motivate sales professionals,

considering their national culture and values.
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As it will be described, Chapter 2 will focus oretlexisting literature about sales
compensation, culture and the combination of b@tle main purpose of this chapter is to
identify what studies have been conducted in th& pad that may require an additional

analysis.

In Chapter 3, several hypotheses will be considdér@dng in mind the previous
review of the existing literature. These hypothesdisfocus the importance of culture in the

design of incentive plans for the sales force.

Chapter 4, will be dedicated to the analysis of dla¢a obtained from the on line

survey. This data will then be compared againshifpmtheses previously considered.

Based on the existing literature and the data aedun the survey, a conclusion and

further recommendations will be made in Chapter 5.

Identified study limitation and potential futuresearch will be part of Chapter 6.
Nevertheless, despite the study limitations, it ad observed the inherent importance

of culture in any multinational sales organizat{®parrow, Schuler and Jackson, 1994).



Literature Review Sales Incentives — The role of culture

2. Literature Review

2.1. Sales force compensation

2.1.1. The Sales Incentive Plan

Salary is a way of compensate an employee in exehar his/her labour for a
company. In the particular case of a salespersamcommon that the salary is not fixed, but
variable according to the attainment of the compabjectives. In fact, despite several
possible incentives that can be given to any safesp, it is known that the strongest
motivator is monetary compensation, followed by psbmotions (Foreet al, 1985; Coughlan
and Narasimhan, 2001), having in mind that therlatseo creates an expectation of future
salary increases. Therefore, the risk of the bgsime a fixed plus variable salary method is
shared by the firm and the employee (Coughlan ara$imhan, 2001).

The amount of risk that will be handled to employdifers from company to
company, and it is heavily dependent on the orgaioz culture, the markets where it
operates, company size, amongst many other poss@iables. Nevertheless, the right
balance of variable against fixed pay must be founorder to avoid additional costs for the
company, in the case that is paying more thandtesgerson effort, and conversely, to avoid
apathy of the individual in pursuing the companyeobves, if these are in fact unattainable.
Consequently, it becomes important to establisteladesigned sales incentive plan from the
beginning. Kaplan and Henderson (2005) argue ‘tiathay be harder to learn how to
evaluate and reward people than to learn how tahdowork it self’.Evidence shows that the
incentive plan is the most critical factor to mate and drive the sales force success. Their
success, or failure, is heavily dependent on holwaes the incentive plan designed.

Right from the beginning it becomes important tgralthe sales incentive plan with
the company objectives and strategy. Plans that weprrectly designed and are currently in
place, become very hard to change (Kaplan and Heowe2005). The main difficulties of
changing an existing plan arise from the fact tlo@ig way or another, some people will
inevitably be harmed with the new plan, even iisitbetter in general (Baket al, 2004;
Murphy et al,2004).
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The rules of the plan should not be changed dutinegperiod for which it was
designed. Such an action will create a feeling iesbe&lieve in the plan and discourage the
sales force. Nevertheless, designing a good salepensation plan does not mean that the
plan must be static. It is accepted that is noynatipossible to set the right objectives at the
beginning (Bakeet al, 2004; Gibbs, 1990). In fact, plans must be dywaasi the company
strategy is, in order to answer the market needd,a we will see further on, a constant

evaluation of it is needed on a regular basis @iu2008).

A well designed sales incentive plan will also dietthe attractiveness of the firm in
the industry (Futrell, 2008). The better the ineenplan, the easier it will be for the company
to attract the best professionals in the industngne it operates, while retaining their superior
sales professionals. Although creativity should used when designing the plan, it is
important to note that the plan should incorporstene base rules that comply with the
industry average. Otherwise, it may be dauntingttracting the best sales professionals in
the market.

If the plan is poorly designed, the best sales lgewjl eventually leave the company
attracted by the competitors, so it becomes cruciaétain good sales professionals and that
enhances the importance of having an attractive iplglace. Even if the company can hire
good sales professionals it will become just a enait time for them to leave, if the incentive
plan is not attractive. In this scenario, the gadeson will leave the company with “inside
information” which, although restricted by non-desure agreements, will always be of a
great value for the individual and eventually fdretfirm’s competitors. While in the
company, the salesperson becomes aware of thgttsesnd weaknesses of the firm and that

is something that any corporation would like togkeenfidential.

The main rule in any incentive plan for the sal@sé, is that the plan must be aligned
with the company strategy and should dynamicallpv¥oit, while maintaining its base rules.
From the salesperson perspective it is importaattttie plan is achievable, objective and with
assumptions that are under his/her confrolQoughlan and Narasimhan, 2001; Bakeial
2004).

It is important that the salesperson perceivedaioa between the sales efforts and
the rewards of the compensation system (CoughlanNarasimhan, 2001). Otherwise, a
sense of mistrust will take place and the motivafaxtor of the reward will have no effect, or

even worst, a state of indifference will start fgpear within the sales force. Sales people

4
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become more affected by this, if the incentivestmeed on measures that are subjective to
interpretation (Kaplan and Henderson, 2005) andbtheir own control (Bakeet al, 2004).
However, having a total control of the plan may atways be ease to achieve. A good
example of the difficulties that this task involvesn be seen in multinational firms. It is usual
that a North American firm defines its financiatgets in U.S. Dollars and communicate
those targets to their European subsidiaries irs&imee currency. The subsidiaries in their turn
will sell in EURO, although they have a definedy&trin U.S. Dollars. So the exchange rate
could benefit, or have a significant negative impac the salesperson performance, as it is
dependent on an external factor that is not untindr control. Some may argue that in this
case the financial target should be defined in ldeal currency, but that imposes new
challenges for the company to define their globejéts.

In fact, the perception that the sales people rabaut the compensation plan is a
critical factor of the plan’s success (Bloom, 2Q0Ajthough it is difficult to predict the
impact that the plan will have on the salesper&arrion, 2000), it is important to note that
people with different cultures will have differepérceptions, and thus, the plan may not be

deployed equally around the world (Mahajan and Ben2005; Dowlinget al,2007).

A well designed compensation plan can enhancetgrafi normal times, and cut
losses during a recession (Futrell, 2008). The plaould be tested against previous and
forecasted sales, for normal, boom and recessidodse It is hard to predict and forecast
how the company will perform so, the sales incenfpfan must adapt to changes in the
product lines, changes in acquiring new marketd, raainly, it must adapt to changes in the
company overall strategy. The better the test, bbier the plan will serve the company

objectives.

If the plan allows it, salespeople will take advay# of the poor design of the plan. A
plan that concentrates the efforts of the salesefor short achievements only, will induce the
salesperson to focus on short term goals and leagesecond place any long term objectives
that the firm may have, and possibly engage in Wieh& that do not remain within the
acceptable practices (Murphy, 2004).

The better the plan is, the more creative the patesn will be. Slater (1980) refers
that“getting people to chase money, produces nothirtigpkople chasing moneylt must be
kept in mind that the best sales people, tend tck iar them selves and not for the firm.

They see themselves as an individual company, whereiork for another company is just a

5
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mean to achieve an objective. Evidence showsitidiyjidual pay for performance may result
in unexpected outcomes due to the creativity ofhilnman being (Gomez-Mejia and Balkin,
1992).

A good example of such scenario can be seen in aoiep that are listed in the stock
market and have to report quarterly their resiithat can be observed is that some of those
companies will create quarter incentives to gralv neders from customers. Such incentives,
will lead sales people to focus on the quarter eaarents despite any long term goals
previously stated by the company. Smaking the numbers becomes the real driveiri
Murphy, 2004). As the quarter becomes more importhan any long term goals, sales
people may pull sales from other periods, accegstjpnable credit risks, push additional
stock onto the distribution channels while settagide other responsibilitiesn(Murphy,
2004). As it will be observed, such plans may ecobahe short term results of the firm, while
jeopardizing any long term goals that the compamy imave (Piercet al, 2004; Coughlan
and Narasimhan, 2001).

It is known that higher incentive pay, encouragaess people to pursue short-term
opportunities (Piercet al, 2004), so it is important that a co-existencstadrt and long term

incentives is present in the plan.

Lastly, it becomes of a major importance to cortbfareview the “Sales Incentive
Plan” and clearly communicate it to the sales force

The market changes and so does the firm’s strategyce, it becomes vital to adapt
the plan to new realities and dynamically changénitaccordance with the corporation
strategy.

If the objectives were not met, it must analyzed hioat can be related to the existing
incentive plan. Even if the objectives are beinfpieed, the plan should be evaluated
regularly as there are different factors (mergerd acquisitions, organizational changes,
entering new markets, industry changes, to nanesvathat can lead a firm to reorganize its
current incentive plan (Futrell, 2008). It is atical success factor to constantly evaluate the
plan. Comparisons should be made against the indagtainst the competitors and feedback
should be taken from the sales force to evaluatetiven the plan is working, or not, as an
incentive for them to pursue the company objectives
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2.1.2. Types of incentives

As previously illustrated, it is known that theastgest motivator for the sales force is
monetary compensation, followed by job promotidfRsrd et al, 1985), having in mind that
the later also creates an expectation of futureargaincreases. Nevertheless, sales
compensation comprises a lot more than just mokeyrdll, 2008). Firms are allowed to
compensate in different ways other than the mopetampensation. Such methods may
include the use of stock options, company stockalth and life insurances, full time usage of
the company car, pension plans, trip rewards amtitiadal holidays. The following table

illustrates some of the most common methods utilibecompensate sales people.

Monetary Non-monetary (¥

Fixed » Fixed salary « Full usage of the

company car

» Health insurance

» Life insurance

« Full usage of mobile
phone

« Full usage of company
PC

+ Pension plans

+ Extended holidays

« Additional family care

e Tuition grants

« Flexible schedules ®

Variable

Straight commission » Stock options

Variable commission
Advance against
commission

Base plus commission
Salary and bonus
Residual commission
Team based bonus

Profits sharing

Company Shares
Stock Purchase Plans
Training

Trip rewards

Job Promotions ¥

UBce: author's conception

Table 1 - Types of incentive§’
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@) Corporations may use other types of incentivesliatetd in this table (for instances: house and car
allowances), however, for the purpose of this stdyocus will be made on the most relevant ineestias
listed in the table above.

@ Eventually, all incentives can be evaluated in etary terms. In fact, that is a good practice of a
company when hiring new sales people, so the saigsp can calculate the total compensation paciageell,
2008; Murphyet all, 2004).

® In order to allow the salesperson to effectivelgrfprm his/her tasks, flexible schedules are
mandatory, and as such, it will not be considersedraincentive.

@ As previous shown, job promotions although are mmmetary forms of compensation, lead in

general to salary increases, or at least, createipectation.

The type of incentives also dictates the type ¢ésspeople that the company will
attract (Gibbs, 1990). Offering family care incees may attract a senior salesperson, while
having a fixed salary may be more suitable for laspeerson that is starting his/her career.
Offering a tuition grant may not be attractive &anior sales people, as it is for junior sales
representatives. Nevertheless, as it will be olegkrit is frequent that the total compensation
package includes a combination of all, or someheffour types of incentives shown in the

previous table.

Monetary-Fixed Incentives

A fixed salary is nowadays less common in sales M| nM

compensation plans, as there is a trend towardseatey . |

proportion of incentive pay in the total compensatiplan ‘

(Misra et al, 2005; Joseph and Thevaranjan, 1998). However "

this method may be applied for new hires, as wefioa junior

sales representatives (Sujainal, 1988) as it reduces the risk for both the compamy the
employee. It may also be of a great value in fimgere there are a significant amount of
tasks performed by the sales force, which are ettty related with an immediate sale. It
could also be suitable when there are long perddsaining of the salesperson, which will
then enter in a commission based plan, or whendjanior sales in the beginning of their
adaptation to the company (Futrell, 2008). Othehans argue that a fixed salary could also
be applicable when the sales results are cominglynmom the company efforts (advertising
and/or product quality) rather than the sales peedtorts (n Segallaet al, 2006)
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Despite the obvious advantages of the method, as imhore predictable for the
company to calculate sales costs, easier to admirasd allows the company to direct the
sales force efforts in directions that will not et immediate sales, there are several
disadvantages in using a fixed salary as a incerfv the sales force. One of the major
disadvantages is that sales people may tend tovbell is easier to sell, instead of selling
what is in the company objectives (Futrell, 2008.the only reward that a salesperson will
eventually get is a salary increase, and if thedbjes are met, that may not be perceived as
a reward for a good performance. It is also impurta notice that, as salaries are in general
kept confidential, it becomes impossible for thesgerson to compare his/her self with their
peers, in order to perceive how good, or bad, vskdr performance.

Furthermore, as it was seen before, a good plarhegmcompanies to reduce costs
while in a recession period. Having a pre-definkohbased on fixed salaries will prevent the
firms from cost containing the overall sales formempensation during cost restriction

periods.

Monetary-Variable Incentives

Despite all the shapes that it could take, it isviam that . -

commissions on a top of a base salary are the ompsimon

incentive in what concerns monetary variable ineest
V

(Coughlan and Narasimhan, 2001).

These commissions can be set in many different ways
depending on several different factors, such asitheket where the company operates, its
maturity, its competitors, the company culture #émdlitions, the salesperson profile, among
many other possible factors that can be taken wtuasideration when designing a
commissions based plan.

Organizations and individuals are constantly figdinew ways of setting up the
commissions based plans as long as it benefitsfmoties. Among the most commonly used
are:

a) Straight commissianThe salesperson receives a percentage of the aate
nothing else. It may be the option that comprisesemisk for the employee
(commonly seen as an agent), but also the oneighatore under his/her
control.

b) Variable commissianSimilar to the straight commission plan, it maglude

key selling objectives (KSO) that could grant addial compensation to the

9
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d)

f)

g)

h)

10

employee. Among others, KSOs could include the iadgpn of new accounts
or selling a specific line of products.

Advance against commissioithis method is in fact a variation of the two
previous methods, although it differs in the fdzittthe employee may receive
some payment ahead, before the close of the sakuseful when the sales
cycle is very long and the salesperson cannotatfmmwait (some times years)
for the commission of the sale.

Base plus commissiorAs seen before, this is nowadays the most common
method of compensating the sales force (CoughlahNarasimhan, 2001).
The organization pays the employee a base salahg/she can have a ground
to face his/her monthly expenses, and then ondpeof that, it also offers
him/her a percentage of the sales (which could takg of the forms
previously listed).

Salary and bonusBonus is a one-time payment that is not necegdarked

to volume (or margin) of sales. It may be linkeat, ihstances, to the company
overall performance and it can be paid only ongea (frequently at the end
of the company fiscal year).

Residual commission:Although less common, these commissions are
sometimes used in some specific markets (some dgampn be observed in
the insurances and in the real estate sectordhigncase the employee will
continue to receive commissions for a certain geeween if he/she leaves the
company.

Team based bonusit is applicable when there are team targets to be
accomplished, or in some management positionshik garticular case of
compensation, the end result is not totally untierdalesperson control, as it
depends on others to achieve his/her target. Nesless, is very frequent its
usage in complex sales where it requires seveffareint persons to close the
sale.

Profits sharing:In the past, these incentives were mostly givehigh level
executives. Nowadays, it can be observed thatequént to have them at
different levels of the organization, however, widifferent rates of sharing.
There are strong evidences that profits sharing icariact increase the

productivity rates of a company (Baketral 2004)
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Commissions can be paid as a percentage of volofmaargin (or a combination of
both) or any another model agreed between the coymgoad the employee. Nevertheless, and
having in mind that for any company, gross praodite more important than sales volumes,
incentives based on profitability rather than salekime are ideal, as they represent the
ultimate goal of any company — profitability (Joeed Thevaranjan, 1998).

It is also frequent that commissions are only tdr a certain achievement of the
target (70% for instances). However, as we will fsether on in this document (s&xample
— p. 15, since the payment of these incentives is in ga@ngefined against a target, it
becomes crucial to properly set that target andrlglestate the total compensation plan, in
order to meet the expectations of both the emplayeethe organization.

Non monetary-Fixed Incentives

These types of incentives, also known as fringe
benefits, are in many cases somehow related wixesta F‘

avoidance (Futrell, 2008). Taxes differ from coyritr country

and thus, that can make these incentives moressraltractive Vv

for a salesperson depending on the country wheresitles.

Countries where the law taxes the use of companyntay feel reluctant in making such an

offer to attract sales representatives. On therdihad, countries where the pension plan is
not taxed, will allow the firm to make a compet#iwffer in order to attract the best sales
professionals in the market.

As mentioned before, the sales incentive plan actelwill dictate the type of sales
professionals that a company will attract. Tuitfees, as non-monetary fixed incentives, can
be highly valued by younger sales professionals dha starting their careers (Gibbs, 1990).
Oppositely, a plan that includes life and healguinances will be more valued by senior sales
professionals due to their concerns about famibygmtion.

Company car is in general a welcomed incentiveountries where it is linked to a
perception of social status and there are no teliagyed against the use of the company car.
It is usual that in addition to the company cae tlorporation also pays all the expenses

related with the usage of the car (insurance, ranarice and eventually fuel).

As in any other form of incentives, so does theseehtheir advantages and
disadvantages. The disadvantages are comparabtbetononetary-fixed incentives and

mainly related to the fact that they are fixed aegdresent a constant cost for the company

11
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regardless of its performance. However, in whapeets to advantages of these incentives,
taxes play a key role. Taxes may turn these ineemtmore or less attractive for the sales
professional (Bloom and Milkovich, 1997) dependamgthe country law.

As previously stated, these types of incentivesimmany cases, non taxable or they
are taxed at a lower percentage than salariest becomes an advantage, both for the
company and the employee, to include these ingemtin the total compensation package.
Despite these advantages, some studies reveainthaiduals are willing to substitute non

monetary for monetary rewards (Baletral, 2004).

As it was observed, non-monetary fixed incentivass and should be part of the total
compensation package. However, despite the fatthlkes do not represent immediate cash,
they should be valued when recruiting sales pradeass (Futrell, 2008). Actually, the sales
manager should calculate the value of each friregeefit that the company is offering, and
clearly state it when doing an offer to a new salgwesentative. On the other side, the
salesperson should have these incentives in minenwdomparing the offer with other
possible job offerings that he/she may have. Tamsesprinciple should be applied to the next

type of incentives.

Non monetary-Variable Incentives M nM

These incentives may in some cases also be lirked 1.

taxes avoidance. Although not permitted in somentiges, ‘

some of them may become very attractive in othantrées.

Stock options will grant the owner the right, bot the obligation, of buying company
shares at a predefined value during a certain gesiotime. Actually, these incentives
comprise no risk for the employee and may haveoétable return, if the company shares
rise to a value higher than that that the optioasevgranted.

If 1000 stock options were granted to an employeewvalue of 10€ during a period of
4 years with an exercise option of 25% a year,@ans that after the first year the employee is
entitled to acquire 250 shares of the companyatize of 10€ each. Obviously, if the market
share price after the first year is 20€, this gille the employee an additional bonus of 2.500
€ (250*(20-10)).

12
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Stock options are becoming more frequently usedadaws in order to hold the best
professionals in the company. Although in the phsse incentives were commonly used at

the CxO level, they are today commonly used acatidsvels in the organization.

Company shares are another form of compensatingeraployee and link that
compensation to the firm’s performance. Unlike ¢heck options, company shares grant an
immediate value to the employee as they can bantigtconverted into cash, if the program
allows it. As in the previous case, there is n& f@ the employee as the shares are given

without costs.

In addition to stock options and offered compangref, firms may also offer internal
programs to acquire company shares at a lower grane the market. In these programs, the
employee discounts a percentage of his/her salgpycél values are between 1% and 10%)
during a quarter, and at the end of the quarteshieeis obliged to acquire company shares

with a discount on the average share price of tlzetgr (typical discount value is 15%).

Market
Stock Price

4

»

Average
Q price

Q1 Q2 Q2+1 Time
Source: author’'s conéept

Figure 1 - Stock Purchase Plan

Q1: Start discounting on monthly salary
Q2: Buy company stocks at average quarter stocle pess 15%

Q2+1: Accumulate or sell

13
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This incentive could represent a significant amafnnhoney each quarter, depending
on the increase of the share price during the quamnd the amount of the salary that the
employee discounts every month.

Unlike stock options and offered shares, this mogmvolves a certain degree of risk
for the employee, particularly if there is a sesiadeclining of the share value during a
guarter. In this later case, the employee maydhltsse money and the incentive will have a

negative effect.

However, the usage of these three types of incemitwill differ from country to
country due to the local laws (Bloom and Milkovic997), particularly taxes, and thus it

may become more attractive in some countries.

In what refers to non-monetary incentives, trainingy also represent a great value in
the total compensation plan, particularly for theipr sales representatives. Sales people that
are in the beginning of their careers will bendfié most from this offer, as they are also
building their careers in the market. Training nago represent a long term commitment to
the company (Gibbs, 1990) as some firms requirettisaemployee stays in the company for

a certain period after the training.

Another option that is frequently observed in sarnganizations is the usage of trip
rewards if a certain objective is met. These bosise normally linked to exotic holidays
destinations and can be offered to the salespeasowell as extended, in some cases, to

his/her family.

Job promotions, as the second most important ineetd compensate an employee
(Ford et al 1985; Coughlan and Narasimhan, 2001), becomeoective that any
salesperson keeps in mind. However, it is importamrotice that there is an expectation in
the salesperson that a job promotion will bringi@oldal salary increases, so it seems that
there is a strong relation between both incentiv€&ame authors refer that largest salary
increases have their roots in previous job pronmsti@ibbs, 1990).

Promotions may take forms other than moving upha hierarchical organization. A
new department can be given to a sales managemp@ortant account for the company can
be given to an account manager as well as a neiwotgrto explore, and all of these can be

seen as promotions.

14
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Asides from being a recognition that the salespeis@erforming according or above
the expectations, promotions also encompass areagerin status or prestige for the
salesperson, despite the fact that his/her positiag remain the same in the hierarchical
organization.

However, unlike other incentives, promotions arensas mid to long term incentives,
So it may require a long term view from the salespe perspective, despite any short term
successes that he/she may had achieved.

Promotions bring an additional risk for the compadg soon as the employee
becomes promoted it is very difficult, or even impible, to demote him/her if he/she is not
performing well. So a promotion should be very weshsidered before it is given to any
employee. The costs of mistakes in job promotioashagher than other forms of rewards.

Another important concern about promotions is ttieire must be space in the
organization to apply these incentives on a regbédeis (Bakeet al, 2004). While in very
hierarchical organizations these incentives coeldegate some motivation in the sales force,
that is not the case in flat organizations. Theefpromotions are a more effective incentive
when the company is growing, and may be less &iteaavhen the company experiences a
declining in growth (Gibbs, 1990). Additionally, ehmore the salesperson climbs the
hierarchical ladder, the less attractive these ntices are, as the hierarchical pyramid
becomes narrower and the probability of being prtehoin general decreases, after a recent
promotion (Bakeet al,2004).

Important to notice, is that there are jobs thatrast “promotable” (i.e. top executives
such as the CEO), consequently other forms of ineesymust be utilized in these cases.

2.1.3. Example

It is widely accepted that the most appropriatehoeétto compensate a salesperson is
the one that relies in a combination of the sevgyas of incentives available. In fact there is
a trend towards including a great variety in thaltoompensation package (Gibbs, 1990).

In order to illustrate how a total compensationnplzan be implemented in the
particular case of a salesperson, the followindetalepicts a model currently in place in a
North American company that operates globally ie thformation and communications

technology (ICT) industry.
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Fixed

Variable

16

Monetary

* Fixed salary:
60% of OTE — paid monthly

» Commissions:

40% of OTE (based on sales
volume with a minimum target of
margin). Paid quarterly.

« Overachievement¥:
Achievement Accelerator

0%-100% 1
100,01%-200% 3
200,01%-250% 2,5
¢ KSOs

Defined yearly on a case-lpase

basis

Non-monetary

e Full usage of the

company car

* Health insurance

* Life insurance

e Full usage of mobile
phone

e Full usage of company
PC

» Stock options

Defined on a case-by-case basis

e Company Shares

Defined on a case-by-case basis

» Stock Purchase Plan
1% to 10% monthly discount

plan. Buying price at the quarter

stock average less 15%

* Training

Defined on a case-by-case basis

e Trip rewards

Travel to an exotic destination for
the top 70 performers in the
region (EMEA) and their
wives/husbands (yearly)

Source: author’s conception

Table 2 - Sales compensation - example



Literature Review Sales Incentives — The role of culture

@ |f the salesperson achieves more than 250% offienishitial objective no additional commissions

will be paid.

2.1.4. Equity of the plan

Having a well designed plan is not enough to méghany sales force, it is vital that
the plan is fair and impartial.

As an example, lets assume that the SIP includeslditional compensation of 5.000
EURO if the sales representative sells a new linproducts. If those products need to be
localized (for instances due to the local counamyd) and they are not for a specific country,
it generates a sense of unfairness in the salegpefdhat country. Also, a reward based on a
global absolute value may discourage the salese farcsmaller markets. For instances,
assuming that a company sets a bonus reward inpEuar the first sales order above 1
Million EURO. In this scenario it will be very diffult for the smaller countries to compete
for the bonus against the larger European economsies as Germany or the United
Kingdom. This will lead to dissuade any salespersothose countries to pursue such an
objective. In the later case, it would be more ptaigle to set the target for the reward as a
percentage of the total country target (or as agrgage of any other value that is country
related).

The agreement with the SIP plan creates a set pkatations in the sales
representative, but a perception of partiality vedlentually reduce those expectations and
thus decrease the performance which in turn wilehan impact in the company objectives. It
is known that perception of equity and job satiséacare linked (Darmon, 2000), as well as
performance and objectives achievement. Therefiirés relevant that the sales force

perceives the plan as equitable, with the riskomhgromising the company objectives.

Perception Job Objectives
of equity P satisfaction » Performance —  Achievement

Source: author’s conception

Figure 2 - Relation between equity and objectives
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As shown above, there is a link between incentaresperformance, hence it becomes
critical that performance appraisal is fair anduaate. Evidence shows that having a fair
performance appraisal may not be enough, there bristlso a perception of its fairness
(Darmon, 2000). Thirty percent of the individualkslibve that the performance evaluations
are ineffective i Baker et al, 2004) and that generates a sense of disbelievehan t
performance appraisal system.

Several authors reveal that the incentive plan Ishioel linked to performance and thus
to the appraisal of such performance (Futrell, 26@3oom, 2004). So in a win-win situation
for both the company and the employee, and if #lessforce performance is influenced by
payment, some factors are important as seen imnékgn of the plan, and the salesperson
must perceive the existing relation between peréooe, its appraisal, objectives and
payment.

As observed before, defining the right target athleginning of the plan may be very
difficult to accomplish and there are evidences ithia impossible to totally accurate measure
the performance (Gibbs, 1990) of some activitiea $ales representative closes a sale on a
large account, one could argue that was the markefifort, or the company brand that most
contribute to that sale, and not the sales exezw@fforts. As a result, performance appraisal
of sales activities may become very subjective, aondsequently, should be analyzed
carefully.

Compensations systems that comprise subjectiveuresawill most likely fail, due to
the lack of trust that exists in the evaluation moelt {n Bakeret al,2004). However, recent
progresses have been made in this field with tregeisof sales force automation (SFA)
processes. These processes have allowed a batfeofrthe results of sales activities (Joseph

and Thevaranjan, 1998) and that will lead to mdnjeaive performance appraisal systems.

2.1.5. Territory design

As seen before, having a good and equitable satesiive plan in place is vital for
the success of the sales force and thus the olgsctif the company. However, it must be
used in conjunction with a correct territory design

Piercy et al (2004) define territory design asthe assignment of customers and

prospects, products, geographical areas, and otbeitory dimensions to each salesperson
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in the sales unit”.lt seems evident that the assignment of the éogyrimust be executed in
combination with the definition of the financial jebtives, because the same territory could
lead to better or worst performance depending eridtget for that same territory.

The influence of territory design (including finaalcobjectives for the salesperson) on
the perception of the plan equity is also relevastit determines the performance and success
of the salesperson and therefore his/her paymdmd. cbmplete cycle can be depicted as

follows.

Financial

Objectives l l

Perception Job Perf Objectives Comissions
ofequity — P Satisfacton —» Ferormance ——> achievement — Payment

Territory |

Design

Source: author’s conéept

Figure 3 - The influence of territory design

One of the key aspects of territory design is tihat sales territories must have a
similar potential for equal sales targets (Futr@®08) and it must be possible for the
salesperson to properly cover the territory thas wasigned to him/her. Together with the
definition of the financial targets, territory dgsiis the factor that most influences the success
of a salesperson. A large number of accounts cleald to an excess of work or improper
coverage of those accounts. On the other handiuzed or poor set of accounts may turn the
objectives impossible to achieve.

There are several different factors that must Heertainto consideration when

designing the salesperson territory, some exanipbhsde:
a) The financial target for the territorySetting a quota for a territory

must be done at the same time of the assignmetitadfterritory.
This will have a major influence on the salespenseriormance.
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b) The company portfolio: It must be taken into considerations if the
company has a reduced or inadaptable portfolio wdtenpared to
their competitors in the particular territory.

C) The company brandBeing part of a sales force in a well recognized
and established company is totally different thavimg the same
territory in a startup company.

d) The competitorsThe size of the competitor’'s sales force must be
taken into consideration. Having one salespersomagiag one
account where the competitors have ten, may disgeurthe
salesperson and potential lead to failure.

e) The sales cycleComplex sales usually have a longer sales cgole,
this should be taken into account.

f) Existing and new account®eveloping new accounts in opposition
to “farming” and cross-selling in existing accountsquires a
significant additional amount of work, that doest meecessarily
generates immediate sales. In large sales tearmmeméination of
both should be consider for the territory of eagles representative.

Q) Existing accounts financial situatio:he past successful sales to an
existing account do not necessarily means simigults for the
future. A detailed analysis of the current situatiof the existing
accounts may as well be necessary.

h) Periods of economic recession or growitsides from the economic
situation of existing accounts, an overview of geenomy in general
should be considered for the design of the texritand the
corresponding financial target.

) The territory maturity: Different market stages require different
approaches in designing a territory. Markets thrat ia expansion
should be analyzed differently (as they may represmore
opportunities) that those that are mature.

) Technological inflection pointsThese are periods where there is a
strong technology change, and as such, they maesemp new
opportunities for previously less profitable tesries. A good
example was observed when Europe changed fromxibeng GSM

mobile communications network to the new 3G network
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K) The salesperson seniority and experier6a/ing the most important
accounts to junior sales representatives may resulinexpected
outcomes. Accounts profile and salespeople profiteould be

matched.

Whatever the endless considerations that can be rabdut territory design, sales
managers recognize that a poor design will havigraficant negative impact in the overall

performance of any salesperson (Piestgl, 2004).

2.1.6. Sales management and control

There are strong evidences that firms make uséef tSales Incentives Plan” to
control their sales force (Pier@t al, 2004; Dowlinget al, 2007). Actually, some authors
argue that compensation in sales force managerseheibest tool to control and guide the
sales efforts of the firm’s sales force (FutreQ08).

The sales activity is in general characterized bgr@at degree of autonomy in
planning daily activities. This autonomy is an imsic characteristic of the activity of the
salesperson. Frequently, his/her activity is umstmed and is too often the case that the
salesperson knows more about the customers theimtaeagers (Sujaet al, 1998).

The self-management of the sales people imposeschallenges for sales managers
to control the activities of the sales force, ameéréfore this could be a hard task to
accomplish. Control of the sales force can beoupettain extent, achieved by the use of the
incentive plan. In a pure commission scenario, robraf the salesperson may even not be
needed at all, as the there are no direct costshircompany if the salesperson is not
performing according to the company expectatiomsv@ver other indirect costs could exist,
such as brand damage). In this scenario, managedereld to completly rely on the incentive
plan, as the company will not be harmed in the ewén failure of the salesperson.

Managers may use the “Sales Incentive Plan” asladgartially control and monitor
their sales representatives (Sugiral 1998). This practice is frequent in multinatiofiais
where the manager may be located far away frons#hesperson, eventually in a different
country. So, the incentive plan becomes a usefilttomonitor and control the outcome of
the sales force and thus control their activityvétéheless, this control will be based on the
outcome of the sales representative, as opposttktbehavior control, where the managers
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spend a significant amount of their time in dingabntrolling their sales force (Pierey al,
2004).

Sales force control seems to be negatively relatddthe level of variable incentives.
As expected, it becomes most valuable when ther@ lisw level of variable incentives
(Joseph and Thevaranjan, 1998).

As we will see further on, the sales force contray be better accepted in some
cultures, or even mandatory, due to the naturbaxd cultures. This issue becomes particular
relevant because individualist cultures, due tiar independency in nature, will easily reject a

close control of their activities.

2.2.Culture

Culture is one of the most difficult terms to hareobjective, precise and unanimous
definition. Half a century ago, Alfred Kroeber a@lyde Kluckhohn listed 164 possible
definitions for the term. However, for the purpadehis study a focus will be made on the
“national culture” of the countries combined withet “organizational culture” of the

companies, in particular in what refers to compeeanternational management.

“Culture consists of patterns, explicit and imptjadf and for behaviour acquired and
transmitted by symbols, constituting the distirectachievement of human groups, including
their embodiments in artifacts; the essential cofeulture consists of traditional ideas and
especially their attached values; culture systenay,non the one hand, be considered as
products of action, on the other, as conditionaneénts of future action.”

Kroeber & Kluckhohn, 1952

“Culture is a collective programming of the mindathdistinguishes the members of
one group or category of people from another.”
Geert Hofstede, 1997

Although ambiguous in its definition, national eult plays a key role within the
organizations around the world. Since the earldistiin the middle of the last century, the
key aspects of the national cultures had become mod more relevant in the international

management literature.
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It is no surprise that a subject containing a [uigl amount of subjectivity, becomes
difficult to quantify. However, several authors kadentified the key differentiators on every
national culture, where the most relevant can loeiggd and compared against each other.
The most relevant of these studies were accompliblge=. Trompenaars, R. Gesteland and
G. Hofstede.

Although all the models derived from their studa® unquestionable useful when
analyzing different cultures, they may serve défarpurposes. While the Gestland approach
may be useful for a direct and immediate contath widifferent culture and the Trompenaars
model more adequate for a certain audience, thestettdé model seems to be the most
appropriated to identify the differences among cengation systems (Robalo, 2004) — the
purpose of this study.

Even though that the previously mentioned studiestee most relevant in this field, it
is important to notice the importance of other misdsuch as the GLOBBproject and the
data available from the World Values Survey (W¥SYhe WVS is a worldwide network of
social scientists studying changing values andrtimpact on social and political life’(R.
Inglehart, President-WVS, 2008). According to th& 8y and despite the relevance of other
dimensions, more than 70% of the basic culturabeslcan be explained by only two

dimensions:

1) Traditional/Secular-rational This dimension refers to the influence
of the religion in the society. As opposed to tlgecular-rational”
society, the “Traditional” society, influenced bigh religious values,
demonstrates a great concern about family valudstaeveals high

levels of nationalism.

2) Survival/Self-expression value¥his second dimension is related
with the shift from an industrial society to a pasfustrial, where in
the later, survival is taken for granted and thkies shift towards

self-expression.

! http://www.thunderbird.edu/sites/globe/

2 http://www.worldvaluessurvey.org/
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Based on these two dimensions of cross-culturabtians, WVS developed a map
that depicts these dimensions across the globe.
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Figure 4 - WVS, Cultural Map of the World

2.2.1. Geert Hofstede Cultural Dimensions

The work of G. Hofstede as been widely recognizetdeang one of the most complete
in what concerns cross-cultural analysis. In 2QB8,author was part of the most cited group
according to the Social Sciences Citation IndexdI38Robalo, 2004).

Hofstede has defined a set of cultural dimensibas ¢an represent unique values of
the existing nations and cultures around the glébe.dimensions may contrast with other
definitions available today, nevertheless his stsiill proves as one of the most complete as
of today.

One of the most important characteristics of aveeié study is its sample size. G.

Hostede conducted the most extensive study of radues in the workplace are influenced by
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culture. To accomplish this objective, the resear@mnalyzed the result of two large surveys
based on more than 70 subsidiaries of IBM arourdwibrid. Recent editions of his work
(2001), lists cultural dimensions for 74 countréesl regions of the world.

Later additions to his initial studies have provke earlier results, and these included
commercial airline pilots and students in 23 caestrcivil service managers in 14 countries,

‘'up-market' consumers in 15 countries and 'eiite®9 countries

According to the author, cultural dimensions can dreuped into three main
categories (Hofstede, 1997):

1) Relation to authority
2) Conception of self, in particular:
a) The relationship between individual and society
b) The individual’s concept of masculinity and femiityn
3) Ways of dealing with conflicts, including the casitof aggression and

the expression of feelings

This grouping of characteristics led Hofstede tbrn#ea set of indexes characterized

as described in the following pages (see AnnexneXrnl - Geert Hofstede Index Scores).

Power Distance Index (PDI)

This index refers to the perception and the acoeptéhat individuals have regarding
the different distribution of power as well as tkeétionship with authority. Although in some
societies, the existence of this inequality of pomwey be rejected, in others may well be seen
as a good thing in order to avoid chaos. As it Wwél seen later on, societies with a smaller
PDI tend to be more democratic and some of theinroharacteristics are depicted in the
following table.
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Group Small PDI
Social The middle class is large
Political Political spectrum shows
strong center and week
left and right wings
Family Parents treat children as
equal
School Students are expected to
actively participate in
the class
Workplace Hierarchy in
organizations means an
inequality of roles,
established for
convenience
School Students see teachers as
equals
Social Power people try to look
less powerful than what
they actually are
Workplace  Subordinates expect to
be consulted
Religion Prevailing religions and

philosophical systems
stress equality

Large PDI
The middle class is small

Political spectrum shows
weak center and strong
wings

Parents teach children
obedience

Teachers will take all the
initiatives in the class
while the students just
listen

Hierarchy in organizations
reflects the existential
inequality between
higher-ups and lower-
downs

Students see teachers as
different and at a higher
rank so treating them
with respect

Power people try to
demonstrate that they are
powerful, sometime more

than what they actually
are

Subordinates expect to be
told what to do

Prevailing religions and
philosophical systems
stress hierarchy and

stratification

Source: Geert Hofstede

Table 3 - Key differences between small and largeDI societies

According to the author, the origin of the powestdince differences seems to have its

roots in the spoken language of the country, totidret was or not a colonized country and

if it was part of an ancient empire, such as then®o Empire. The fact that culture is a

constant construction of the societies throughooe trelate this index back to the origins of
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the societies and peoples around the world. Neskdh using a statistical procedure,
Hofstede was capable of identifying the variablaat tmost contribute to explain the
differences in the PDI within his set of countreasd the result was that this index can be

predicted with a certain degree of accuracy based o

1. The country latitude (the higher is the latitudes lower is the PDI)
2. The population size (the larger is the populatiae,ghe larger is the PDI)
3. The country’s wealth (the richest is the countng kower is the PDI)

From the three variables above only one has an tatrteivalue (the country latitude),
the remaining two could vary across time and sedioe PDI. As the country becomes richer,
the values of PDI may tend to decrease if the \Wwemstequally distributed. However,
according to the author, there are no such evidetie the PDI scores are narrowing, but
may in fact be widening. This may be explained bg fact that the countries that are
becoming richer are those that already had a sutitavealth in the past, and that leads to
higher gap between rich and poor countries, thus widening of the PDI scores (Hofstede,
1997).

Individualism (IDV)

Refers to the weakness of links between individwathin a society. As opposed to
collectivism, societies with higher IDV scores &kely to have more egocentricity and lower
cohesion within groups (family, work, school, stgiand others). As it can be observed in
the following table, countries with higher IDV sesrtend to have a greater focus on the

individual, rather than on the group.

Group Small IDV Large IDV
Family Individuals protect the The focus is on the self
group in exchange for and individual nuclear
loyalty group (close family)
Workplace Hiring and promotion Hiring and promotion
decisions take decisions are supposed to
employees' in-group be based on skills and
into account rules only
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Social Harmony should Speaking one's mind is a
always be maintained characteristic of an
and direct honest person
confrontations avoided
Workplace Relationship employer- Relationship employer-
employee is perceived employee is a contract
in moral terms, like a supposed to be based on
family link mutual advantage
School Purpose of education is Purpose of education is
learning how to do learning how to learn
Political Dominant role of the Restrained role of the
state in the economic state in the economic
system system
Economy Low per capita GNP High per capita GNP

Source: Geert Hofstede

Table 4 - Key differences between small and larg®V societies

As in the previous index so does this is linketh®deep roots of the national cultures
(although not as clear as in the PDI), and hendeprobably retain its values for a long
period of time. Although Hofstede did not identihe variables that most influence this index
so clearly as he did for the PDI, it became clearthe author, that there is a strong link
between national wealth and individualism, creatihg expectation that, as the country

becomes richer, there is a shift towards greatividualism (Figure 5).
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Figure 5 - IDV scores versus GNP/capit&
@ The picture above was updated with the most recaines available. In the original work of
the author, a smaller number of countries wereested. Please refer to “Annex 6 - Country

Abbreviations”.

As it will be described in this document, the authtso identified that it would be

possible to create sets of clusters that sharesdah@e characteristics, when comparing the

indexes against each other.
PDI IDV MAS UAI

PDI - Figure Figure Figure
6 7 11

IDV - - Figure Figure
8 10

MAS - - - Figure
9
UAI - - - -

Table 5 - Indexes comparison
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Comparing IDV with PDI it seems that there is aateg correlation between both
indexes (Figure 6) . The explanation for suchlatign resides in the fact that in collectivist
cultures (lower IDV) people depend on the group they belong to. Additionally, groups
need a hierarchy to properly function, and thisdses higher power differentiation. Although
there are exceptions to this relation, such ashénliatin European countries (particularly
France and Belgium that have a medium PDI with Hig¥) it is possible to identify sets of
clusters that contain the same characteristicdepieted in the following picture.
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Source: Geert Hofstede
Figure 6 - Power distance versus Individualisnt)
@ The picture above was updated with the most recaines available. In the original work of
the author, a smaller number of countries wereesgted. Please refer to “Annex 6 - Country

Abbreviations”.
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As it can be observed in the previous picture, tdesican be combined into clusters
representing their relation PDI-IDV, with an exdeptfor Costa Rica. This particular country
is widely recognized as an exception in the Latmekican countries due to its history of
consolidated democracy.

As previously discussed, the country economy p&akey role in this analysis. In the
clusters associated above, there are no signifaifietences among rich countries (the upper
left corner in Figure 6) as well as among poor@undries (the lower right hand cluster in

Figure 6).

Masculinity/Femininity (MAB

The MAS index pertains to the predominance of eitmasculine values
(assertiveness, toughness and focused on mateiaess) or feminine values (modesty,
tenderness and concerned with the quality of Iifd)ere the latest promotes the equality of
genders and the overlapping of their roles.

As in the previous indexes, some of the main cheratics can be identified in a

society in order to rate it either as a femininenasculine culture.

Group Small MAS Large MAS
Family Both fathers and mothers Fathers deal with facts and
deal with facts and feelings mothers with feelings
School Average student is the norm Best student is the norm
Social Sympathy for the week Sympathy for the strong
Workplace Work in order to live Live in order to work
Political Government spends a Government spends a small
significant amount of money amount of money on
on assistance to poor assistance to poor countries
countries
Social Permissive society Corrective society
Political Relatively large number of Small or inexisntant number of
women in elected political women in elected political
positions positions

Source: Geert Hofstede

Table 6 - Key differences between small and largdAS societies

31



Literature Review Sales Incentives — The role of culture

As mentioned by the author, masculine societiestayse where there is a clear distinction
between the gender roles. In contrast, feminintused demonstrate an understanding of the

masculine cultures and values, while the opposég not be true.
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Source: Geert Hoftsede
Figure 7 - Power distance versus Masculinit{’
@ The picture above was updated with the most recaines available. In the original work of
the author, a smaller number of countries wereesgorted. The clusters represent the original
with the exception of the former Yugoslavia. Pleasfer to “Annex 6 - Country

Abbreviations”.

Comparing masculinity against power distance, @opees possible to identify a set of
cluster that share common characteristics. AsnthEobserved in the picture, a high level of
feminine values can be identified in the Scandiaavtountries. A fairly large amount of
Latin countries score strongly to moderate femirané in the opposite side, Japan has the
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higher masculine index, which can be explainedt$wncient culture where the gender roles
are clearly distinct and still in place nowadays.

100 T o ) 1 B ]
r Individualist i Individualist
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90 §
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[ Collectivist

Collectivist
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07““‘“"}“‘““"}‘“‘““‘““‘“‘““‘“‘“““‘“‘“‘““‘“‘“‘}‘“‘““‘}““““‘}““““‘}
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Source: Geert Hofstede

Figure 8 - Individualism versus Masculinity®

@ The picture above was updated with the most recaines available. In the original work of
the author, a smaller number of countries wereesmnted. The clusters represent the original.

Please refer to “Annex 6 - Country Abbreviations”.

In Figure 8, a comparison between masculinity imlividualism can be examined.
As seen before, there is a strong relation betweentry wealth and IDV (see Figure 5), the
richer the country the more individualist it becand@he same principle does not seem

33



Literature Review Sales Incentives — The role of culture

applicable for the MAS, as this index appears tontmee related to the country’s history

rather than to its economic evolution.

Uncertainty Avoidance (UAI)

“The extent to which the members of a culture fdmebatened by uncertain or
unknown situations”
Geert Hofstede, 1997

Uncertainty avoidance should not be confused wsk avoidance. While the former
is a diffuse feeling without a specific root, tladr is focused on something well defined and
clear. This index expresses the anxiety and thd teeeduce ambiguity in societies where
the tolerance to uncertainty is low. The followitadple compares some of the most common
characteristics when evaluating the feelings againsertainty in a national culture.

34

Group Weak UAI
Social Low stress
School Teachers may say "I
don't know"
Workplace Precision and
punctuality have to be
learned
Social What is different, is
curious
Political Few and general laws
and rules
Family Lenient rules for
children on what is
taboo
Social Aggression and
emotions should not be
shown
Social Citizens are positive

towards institutions

Strong UAI
High stress

Teachers are supposed
to have all the answers

Precision and
punctuality come

naturally
What is different, is
dangerous
Many and precise laws
and rules

Tight rules for children
on what is taboo

Aggression and
emotions may apply at
proper times and
places
Citizens are negative
towards institutions

Source: Geert Hofstede

Table 7 - Key differences between small and lardgAl societies
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As with previous indexes it becomes useful to campsAl with other indexes. This
becomes particular important in the analysis of WAth MAS, as it may be useful in the
study of motivation (a relevant subject for thiadst), as suggested by a comparison of the
work of Hoftsede with that made by David McClelland
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Source: Geert Hofstede

Figure 9 - Uncertainty avoidance versus Masculinjt ®
@ The previous picture was updated with the mostreealues available. In the original work
of the author, a smaller number of countries wengrasented. The clusters represent the

original. Please refer to “Annex 6 - Country Abkiegns”.
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McClelland suggested three type of motive in hterapt to differentiate motivation
patterns: the need for achievement, affiliatiors¢asating with other people) and power. It
becomes obvious in the comparison made betweeMdti@delland’s country scores and the
IBM dimension scores, that the “need for achievethén strongly correlated with the
combination of low UAI and high MAS (in Hofstede997), both are components of
entrepreneurial actions (see the case of USA iptée@ous picture).
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Source: Geert Hofstede

Figure 10 - Individualism versus Uncertainty Avoidance®
@ The picture above was updated with the most recaines available. In the original work of
the author a smaller number of countries were sspried. The clusters represent the original
with the exception of the former Yugoslavia. Pleasder to “Annex 6 - Country

Abbreviations”.
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Important to notice is also the comparison made thy author when plotting
individualism against uncertainty avoidance (Figut®), where a relation between both can
be observed. In strong UAI cultures, individuatisuntry rules tend to be more explicit and
written (low context communication a characteristiadndividualist societies) as opposed to
collectivist countries with similar UAI where thelles are often implicit and linked in

tradition (as in the case of Japan).

Long Term Orientation (LTO)
This last index, a more recent addition to the stefl studies, is linked with virtue and

values. Long Term Orientation is characterized tby thrift and perseverance, as well as
having a sense of shame. The Short Term Orientalganonstrates a respect for tradition,
social obligations, and personal stability. Du¢h® limited amount of country values present

in Hofstede study (23), LTO will not be analyzedhis study.

Implicit models of organizations

From the five dimensions previously discussed, @Adl PDI are those affecting the
way we understand organizations in general (Ho&st@éd97). When combining the two, it

becomes evident that some organizational modelsated to these two indexes.

Model Characteristics UAI PDI Example
Pyramid of Concentration of Large Large France
people authority and
structuring of

activities
Well-oiled The organization is Large Small Germany
machine perceived as a

machine with strong
norms and

procedures and the
intervention from

the top is limited to
exceptional cases

Village No concentration of  Small Small United
Market authority or strong Kingdom
structuring of
activities
Extended Concentration of Small Large China
family authority without
structuring of
activities

Source: Geert Hofstede

Table 8 - Models of organizations
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Comparing the previous table with the followingtpre, there are sets of clusters that

seem to share the same models of organizationanfAscample, many of the Latin America

countries denote the pyramidal organization (Bra&ilgentina, and Venezuela) which is

shared by the Latin European countries (Spain,ugattand France). This enhances the fact

that culture mainly has its roots in the countiyistory, and thus it is difficult to change it in

a short period of time.
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Figure 11 - Uncertainty avoidance versus Power disnce®

@ The previous picture was updated with the mostneealues available. In the original work
of the author a smaller number of countries wegragented. The clusters represent the

original. Please refer to “Annex 6 - Country Abliegons”.
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Lastly, it becomes important to note that cultuemprises a certain degree of
ambiguity and there are no concrete borders idefmition. Therefore, attention should be
paid to avoid over stereotyping any country; topgkeemind that there are sub-cultures within
national cultures and that the personality of thaévidual may not always fit the national

culture.

2.3. Sales Force Compensation and Culture

As the propose of this study is to find a link beémn culture and sales force
compensation, it becomes particularly relevant taleustand what studies have been
previously conducted in this field. As it was désed before, there are several relevant
studies in the fields of sales force compensatmhia culture, however the number of studies
available that combine both fields is relativelyadim

Although there are other factors that influencedbmpensation desires of employees
in different countries (economic, institutional goalitical — Bloom and Milkovich, 1997), as
it will be observed later on, culture has a sigaifit impact on the perception that a

salesperson has about the sales incentive plan.

As seen before, there is a strong link between emsgtion and emotions (see 2.1.4 -
Equity of the plan). Emotions are influenced by tiagional culture of each person (Mahajan
and Benson, 2005), therefore when designing thed tmmpensation package, firms should
keep in mind the moral traditions of their salexé(Bloom, 2004).

Although expected, the fact is that recent stutieagee shown that thirty eight percent
of the firms pay based on global principles, whust twenty six percent of multinational
companies allow country managers to adapt the cosaten to the local requirements
(Cichelli, 2007). Naturally, pay globally does noean having the same compensation all
over the world, but instead have the same pringiptea global basis. However, this seems to
be ignored by most of the MNEs operating in a dloaironment, although a careful
analysis of compensation in multi-cultural envirants has proven to be a critical success

factor for a global company (Mahajan and Benso0520
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A

Previous studies reiterate the fact that]

ble

standardizing sales force compensation acrossreiiffe

1a

Vari

countries will generate more conflict than produtyi
(Segallaet al, 2006) or can in fact fail, as there is no
alignment between compensation and the local @ultur
(Mahajan and Benson, 2005). Offering a significant

amount of variable pay in a country where thereais Uncertainty Avoidance

strong uncertainty avoidance, may not be perceigean incentive, and most probably lead to
reduced enthusiasm in the sales force. Hence, uhere uncertainty avoidance should be
considered as a critical factor in a reward systi#pan is a good example of how uncertainty
avoidance leads the salespeople to be less witiragp¢ept a pure based commission system
(see 2.1.2 - Types of incentives), as the counifjure has traditionally a low tolerance for
risk. However, there are other culture dimensiomskéep in mind when designing an

incentive plan for the sales force.

Comparing the IBM scores with the existing salesdocompensation literature, it
becomes evident a relationship between the twahat respects to power distance, cultures
with a high score on this index, will dictate afeient attitude on the sales force of any
company. In large PDI countries, there is a clstmyctured, hierarchical organization, so
employees expect to have little input on the q@etéings as accounts are considered owned
by the company, not the sales executive. On therdtland there is a sense of account

ownership by the salesperson in low PDI culturdsever or not that is true).

»>

Performance based compensation may be more

accepted within individualist sales teams (Dowletgal,

Variable Pay

2007). In contrast, collectivist cultures may favtire
existence of parity principles in rewards systeras,
opposed to individualists that will prefer equitsinziples
(in Segallaet al, 2006). Although expected that collectivist

>

colecivism  cultures will also value team based rewards in otde

promote the harmony or to diffuse the reward amdrigk across the group, it must be kept in
mind that these rewards may lead to shirking beira\and result in a low team performance
and sense of unfairness within the sales forcealtegt al (2006), argues thdtregional

culture has a significant effect on the level afeintive compensationand even though it
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should be desirable to consider the uncertaintyeetgtions of a specific culture, a common
ground must be in place, and risk should be shaetdieen the company and the sales
executive.

As previously observed, feminine cultures tend to?

value quality of life. Preserving relations in thegiltures is

Variable Pa)S’

vital and failure is perceived with less importanda
contrast, masculine cultures require that competiis in
place and therefore a highly competitive pay israppated
as opposed to feminine cultures where a higher pagas

>

expected (DiMisa, 2007). Different studies revdattthe Masculinity

use of fixed incentives rather than variable, wiéate an harmony and thus less conflict
(Segallaet al, 2006), however as previously discussed there igang relation between
variable incentives and performance, thereforelanisa must be achieved between both.

Whatever is the method utilized in compensatingghles force, it becomes obvious
the inherent importance of the salesperson cultHis/her culture may differ from the
organization culture but, to work in harmony, ertheust fit or at least have a common basis.
The fact that the individual culture may conflictithv the organizational culture, will
inevitably lead that the sales individual will sol@ave the company or he/she will not even
join it (Bloom and Milkovich, 1997).

It is no surprise that the founders culture inflces) to a certain extent, the
organization culture (Hofstede, 1985). However, panies should adapt to the local values
of each of their subsidiaries, as the global canexvhich MNEs operate will not allow a
single pay system (Dowlingt al,2007).

Subsidiary culture becomes a mix of the firm’s grdt and the national culture
(Hofstede, 1985), therefore ignoring the nationature when designing a sales incentive
plan, can lead to a failure in implementing angtetgy and may in fact prevent the company

to attract the best sales professionals in thd lneakets.
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3. Problem statement and hypotheses

As the purpose of this project is to investigate ithfluence that culture may have in
the compensation of the sales force, several diftenypotheses have been considered based
on the existing literature discussed in the prewichapter. As it will be described in the
following pages, these hypotheses suggest thakatiore exists between culture values and

compensation systems.

3.1. Percentage of variable versus fixed salary

As discussed in the previous chapters, sales mar@agecontrol is negatively related
with the level of variable incentives (“2.1.6 - 8&almanagement and control”). The higher the
variable incentives, the lower the need for clogetiol of the salesperson and thus variable
pay allows more self management to the salespefelh.management seems to be better
accepted in cultures where the relation to powsrifi the lower levels of the PDI, where the

subordinates do not necessarily expect what toldgsee Table 3). Consequently:

Hla: Countries with a lower PDI score would accapire variable pay.

The increase in variable compensation is linkeggdormance based compensation
and it may be more accepted within individualisesaeams (refer to “2.3 - Sales Force

Compensation and Culture”), therefore:

H1b: Individualist societies will favor the usagenoore variable pay.

Variable pay is also strongly connected to uncetyailt could represent a significant
compensation, or nothing in the worst case of @& mammission based plan (see “2.1.2 -
Types of incentives”). Hence, it is expected thatiable pay will be more appropriate for
societies with a high tolerance of uncertainty.

Hlc: Countries with a lower UAI score would accepire variable pay.
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In addition, the increase percentage of variable gramotes reward for success and
more competition inside the sales teams, thus géngra need for achievement in the
individual. As observed in “2.2 - Culture”, all dhese values are commonly found in
masculine societies, therefore it induces the idaathese cultures will feel more comfortable
with the usage of variable compensation.

The previous arguments point towards the follovhggothesis:

H1d: Masculine countries will better accept the gs®f variable pay.

3.2. Stock options

Societies that score high in power distance hasgang concern about hierarchy in
the organizations (see “Table 3”), as well asrangfer desire to be on the top of the
organizational pyramid. As this will bring more gcstatus and power, the use of stock
options in these cultures may induce in the em@ayeense of ownership of the company
and thus, it may be perceived as an additionalistdpe power ladder.

This discussion suggests the following hypothesis:

H2a: Countries with high PDI scores will value tiist the use of variable incentives

in the form of stock options.

In addition, stock options are also linked to aaierdegree of risk. Although, as seen
before (2.1.2 Types of incentives), this risk i$ fieancial, it may prevent the company from
offering additional monetary compensation to thepkryee. Consequently, these incentives
involve uncertainty, as they could represent aiggmt amount of money or, in the worst
case, nothing. Therefore, societies with high uwaoety avoidance values will undervalue

these incentives as opposed to societies willadake to uncertainty.

H2b: Countries with high UAI will undervalue theage of stock options.

3.3. Account ownership

Account ownership refers to the perception that dhkesperson has regarding who

owns a new account that he/she had entered. Balesperson is able to generate a sale in a
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new account, he/she may have the feeling thatdbeuat belongs to him/her if he/she leaves
the company that is working for. Looking back tce thulture analysis, all in all, the

hypothesis implied by this discussion suggests that

H3: The perception that the account is owned bycthrapany is likely to be higher in

countries with high PDI scores

3.4.Input on quota settings
As it can be observed in “Table 3 - Key differendmetween small and large PDI
societies”, in cultures with high PDI scores thb@ulinates expect to be told what to do. This
suggests that in these countries, the sales managgr not discuss with the sales
representatives the way that the quota and obgsctiwll be set for the next period, thus:

H4: It is common that the quota is imposed anddistussed with the salesperson in

countries with higher PDI scores.

3.5. Team based rewards

Collectivism promotes the harmony and consensu$iengroup while avoiding the
direct confrontation (see “2.2 - Culture”). On thther hand, team based rewards may be used
by the sales manager to promote the harmony witigrsales team and to hide the failure of
one or more sales representatives inside the drefgy to “2.1.2 - Types of incentives”). The
combination of both seems to promote the valuea obllectivist culture and suggests the

following hypothesis:

H5: In a collectivist society it is expected thedmn based rewards are more welcomed

than in individualist societies.

3.6. Promotion incentives

Cultures with high power distance scores valuehikearchy and its association with
power (refer to “2.2. - Culture”). Therefore, a pration is commonly perceived as a step

towards the top of the hierarchy and thus, towardse power. Hence it is expected that:
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H6: In countries with higher PDI there is a prefape for promotion incentives

greater than in lower PDI cultures.

3.7. Account development

Developing new accounts implies additional rislopposed to grow the existing ones.
Sales representatives that are tolerant to unogrtavill easily accept the challenge to

develop new accounts. Hence, this suggests that:

H7: Sales executives in countries with high UAlresowill be more reluctant to

develop new accounts.

3.8. Time/family incentives

Time/family incentives aim to promote a balancewssn work life and family.
Companies that are part of a feminine culture naapif and promote these incentives as they
become more attractive for the feminine values afecand “work in order to live”, as
opposed to “live in order to work” (“Table 6 - Kelyfferences between small and large MAS

societies”). Consistent with this line of arguming expected that:

H8: Time/family incentives are more attractive ifitares with lower MAS.
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4. Data Analysis

In order to obtain data from different regions lod twvorld, a worldwide online survey
was carried out (see “ Annex 7 - Survey Sample’gjmy using a network of personal and
professional contacts, as well as the online soasdork of LinkedIr?.

A set of 13 questions was created (see “4.1 - Suesign and considerations”), and
out of these, the first 5 were used to characteéheesample.

With an estimated time for completion close to hues, the target were people with
a previous professional sales experience, regardieany particular sector. A summary of
the data collected can be observed in the followaide.

Survey Respondents Countries Continents Sectors Sample
Error
Pre-Test Survey 61 18 3 19 N/A
Final Survey 689 73 5 22 3,73%
Total @ 739 78 5 22 3,60

Table 9 - Survey summary
@ There were five countries participating in thetimipre-test that did not participate in the fisairvey
(Lithuania, Mongolia, Martinique, Macedonia and gauia).
@ Qut of the 61 respondents of the “pre-test”, atl  previous sales experience, and those were take
into account for the final survey. The remainingvé@re excluded, as they did not have a previowsssal
experience.

® For a confidence level of 95%.

A map of the worldwide distribution of the surveaspondents can be observed in the

following picture.

3 www.linkedin.com
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Data Analysis
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Figure 12 - World map - List of countries participating in the survey

48



Data Analysis

Sales Incentives — The role ofurel

For the purpose of establishing comparisons andlasions, only the data gathered in

the final survey was used. Nevertheless, it wasomapt to pre-test the survey in order to

verify that its structure was well designed to agisthe purpose of this study.

Considering the total number of respondents in fthal survey (689) and for a

confidence interval of 95% the sample error wa8%,.7

4.1.Survey design and considerations

The questionnaire was created (see “ Annex 7 - &ufample”) having in mind

several different considerations and best pracfmesnline surveys, namely:

a)

b)

c)

d)

f)
9)

Easy accessThe survey was hosted at google.com, which ha®rdwide
availability.

Fast download: The download of the survey usually takes lesa thaecond,
and there are no advertisements when the usethgessirvey.

Plain English: As many of the expected respondents were nonen&inglish
speakers, a special attention was paid to the updam English in order to
avoid misunderstandings while filling the survey.

Small number of questiond:arge surveys are usually annoying for the
respondents. The survey created for the purposki®tudy, takes less than
five minutes to complete.

Scale:An odd and frequently used scale of 1 to 10 wasl us order to compel
the respondent to have an opinion. Different scake® considered, but due to
the fact that this is an international survey, @eof 10 was preferable.

Help: a short description of each question was proviokbw the question.
Feedback:An option was left available for the responderfitshey wish to
receive feedback regarding the survey results. rEspondent needed to fill
their name and e-mail address if they wish to recai summary report of the

survey (more than 73% of the respondents requésteitback of the results).

A survey sample is provided in “ Annex 7 - Surveantple”.
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4.2.Procedure and Definitions

Comparing culture has proven to be a difficult teskaccomplish. The main reason of
such difficulty, arises from the fact that the tptomprises a substantial degree of
subjectivity (see 2.2 - Culture).

The procedure to compare the results originatedgurvey against the results of

Hofstede, followed a simple four steps structungpraach:

1) Divide the Hofstede indexes in “High” and “Low” feach dimension.

2) Due to the subjective nature of culture, leave amiSiguous” region around the
mean for each dimension.

3) Classify each respondent country as “High” or “Lolef each cultural dimension,
and create two sets between the respondents siitliey.

4) Compare both sets (“High” and “Low”) to verify ihére were any statistical

differences between the two, which can confirmamydthe hypotheses.

Following the above procedure, the results werdepscted in the next table (see 8.1. -

Annex 1 - Geert Hofstede Index Scores by Country)

PDI IDV MAS UAI

Ambiguous region 10% 10% 10% 10%
Average 59,54 43,17 50,07 66,67
Lower value for “high” 63 45 53 70
Higher value for “low” 57 41 48 63

Table 10 - Hofstede Indexes Classification

An ambiguous region of 10% was considered arouadhtban (+/-5%). Any country
that was part of the “ambiguous” region was clasdifas AMB, and not considered for
further analysis for that particular index. Alsbete were four countries responding to the
survey that were not present in the Hofstede sddess, Trinidad and Tobago, Georgia and
Afghanistan) and those respondents, in a totaixpfwgere classified as “undefined” (UNDF)
and not considered for a further analysis.

Taking the example of the United States, this diaason would result in the

following:
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Index USA Classification
PDI 40 Low (< 57)
IDV 91 High (> 45)
MAS 62 High (>53)
UAI 46 Low (< 63)

Table 11 - USA classification

Clearly, culture does not have a concrete and aeflhed border, but in order to turn
comparison possible, limits needed to be defined.

According the previous procedure the results obthare according to next table.

PDI IDV MAS UAI
N % N % N % N %
High 375 54,4% 310 45,0% 272 39,5% 299 43,4%
Low 262 38,0% 373 54,1% 302 43,8% 324 47,0%
Amb 46 6,7% 0 0,0% 109 15,8% 60 8,7%
Undf 6 0,9% 6 0,9% 6 0,9% 6 0,9%
Total 689 100,0% 689 100,0% 689 100,0% 689 100,0%

Table 12 - Ranks distribution

A detailed classification of each individual coynitan be found in “Annex 8 -
Hofstede ranks by country”.

4.3.Characteristics of the pre-tested sample

In order to verify if the designed survey coulduadty verify or deny the hypotheses
that were elaborated (see 3 - Problem statemenhgpotheses), a pre test was conducted
before the launch of the final survey.

As it is generally known, the pre-tested populastiould be as similar as possible to
the target population of the final survey (Kaczriand Schulze, 2005). However, as the
scope of this work includes a world wide surveybéicame difficult to exactly match the
characteristics of the pre-tested population aedfitial population. To overcome this issue,
the pre-test was mainly filled with the student®nir the “Master in International

Management”, although it was not restricted to gadicular group.
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Sample - Country of origin (Pre-Test, Total = 61)

O Bangladesh

B Belgium

O Bulgaria

O China

B Colombia

O Czech Republic
B Germany

O Lithuania

B Macedonia, TFYR
@ Martinique (FR)
O Mongolia

O Netherlands

B Norway

® Portugal
B Romania
B Slovenia
@ Turkey

Figure 13 - Sample - Country of Origin(Pre-Test)

As it can be observed in the previous graph, tisésgents are from several different
nationalities, which allows an evaluation of therception against sales compensation.
However, most of them do not have a previous egpee as a salesperson (see Figure 14),
so it was requested that they answer the survegrdiog to their expectations, instead of
inline with their experience.

It is also relevant to notice the number of maleédiée respondents compared against
the total sample. This issue becomes particulagdyificant when evaluating the results
against the Hostede MAS index.

As depicted in the following graphs; age, gendecta of activity and sales

experience were also considered to characterizprédigested sample.
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More than 45 years old

3% Gendet
Less than 25 years old
Betw een 35 and 45 13%
years old
10%

Betw een 25 and 35

years old
0,
Age 74%
Transportation Banks, Insurances & o
2% Financial Services Sector of activity
7%

Services

10% Automotive

Consumer goods and
2%

services
3%

Construction
2%

Retail

5% )
Education

%

Hectric, Electronic &
Real Estate

Mechanical
2% 204

Food & Beverages
Other 5%
17% Government

5% Health, Wellness and
SR i
Qil & Energy FIt;;SS
5% 0
Hospital, Health Care &
Information and Pharmaceuticals
Communications Technology 204
18% Hospitality, Leisure, Travel &
Industry & Manufacturing Tourism
3% 2%
More than 10 years
8% Sales experienc
Between 5 and 10

years

Pre-test 12%

Total respondents: 61

Less than 5 years
80%

Figure 14 — Characteristics of the pre-tested sanp
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The purpose of pre-testing the survey was not sduate the hypotheses, but this was
an important intermediate step before the finaveyyr in order to verify that the survey

structure was relevant and properly designed ttuat@the hypotheses.

4.4.Characteristics of the sample

In order to obtain the data for the survey, a netwaf personal and professional
contacts, as well as LinkedIn, were used to sendentiban 1600 personalized request

messages. This procedure led to the followingibistion of respondents by continent.

World (Total = 689)

Oceania Africa

4% 11%

America
Europe 17%

34%

Asia
34%

Figure 15 - Survey respondents - \&tld distribution

A detailed view of each individual continent candiserved in the next graphs.
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Africa (Total = 77)

Zambia
Tanzania 3% Cameroon
1% 3%

South Africa
19%
Egypt

33%

Ethiopia
1%
Nige(:)ria Ghana
25% 1%

Morocco Kenya
8% 6%

Figure 16 - Survey respondents — Distribution by @ntinent — Africa

America (Total =119)

Venezuela
Uruguay 3%
8%

Argentina
4%

United States
15%

Trinidad and
Tobago
1%
Suriname
1%

Brazil
29%

Canada

P3t(e)/r0u Panama 8%
2% Chile
Mexico _~jamaica 1%
13% 206

Colombia
Guatemala 8%

1% Ecuador\_ Costa Rica
1% 1%

Figure 17 - Survey respondents — Distribution by @ntinent — America
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Asia (Total = 231)

VietNam Afghanistan
5%

United Arab Emirates
1%

Bangladesh
4%

China

Turkey %

11% Georgia

. 0,4%
Thailand
0,
5% India
Taiwan 19%

5%
Singapore

1% Indonesia

Russia (Russian Fed.) 10%
4%
Philippines Israel
4% 3%
Malaysia Japan
3%
. 0,4%
Pakistan L Korea, (South)
13% aos 1%
0,4%

Figure 18 - Survey respondents — Distribution by @ntinent — Asia

Europe (Total =234)

United Kingdom

Switzerland % Belgium
Sweden | Austria 6%

Spain 2%
4% Czech Republic
0,
Slovenia 0.4%
0,4% Denmark

0,
Romania 10%

7%
Estonia

3%
Portugal
10%
Finland
13%
Poland
3%
Norway France
8% 5%
Netherlands \ Germany
2%
2% ltaly Greece °
Malta Hungary 10%

0,4%
049  Luxembourg  Ireland 5%
' 3% 1%

Figure 19 - Survey respondents — Distribution by @ntinent - Europe
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Oceania (Total = 28)

New Zealand
7%

Australia
93%

Figure 20 - Survey respondents — Distribution by @ntinent — Oceania

The following graph illustrates the countries witiore respondents all over the world.

It is important to notice that all the five contimie are represented in this graph.

50
45 1 43
40
35
351 31 31
30
26 26
25
o5 | 24 24 23
20
15 -
10 |
5 i
0 ‘
‘ A S Q 8 XY X NS N
F P U SR S & § &
NN { @ & & & S S &
Q ¢S o S v\’é <3 % 0006‘ o S ©

Figure 21 - World top ten respondent countries
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! Gender
2% |
17% !
Age !
@ Less than 25 years old 37% i
B Between 25 and 35 years old E
O Between 35 and 45 years old i
O More than 45 years old E
'
|

44% i O Male
E B Female

Sales Experience

@ More than 10 years

m Between 5 and 10 years
26% O Less than 5 years
60%

O Agriculture

B Automotive

0O Banks, Insurances & Financial Services
O Construction

B Consumer goods and services

O Education

B Blectric, Electronic & Mechanical

O Food & Beverages

| Government

@ Health, Wellness and Fitness

O Hospital, Health Care & Pharmaceuticals
O Hospitality, Leisure, Travel & Tourism

B Industry & Manufacturing

B Information and Communications Technology
B Media

m Oil & Energy

O Real Estate

O Retail

O Services

O Transportation
O Utilities

O Other

Figure 22 - Characteristics of the sample (Total $89)
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As it can be observed in the previous graphs, dangpte obtained is characterized by a
great variety of countries (78 in total), propetigtributed around the globe.

Analyzing the top ten respondent countries (Fig@®), it can be noticed that India
represents the country with the largest numbeesondents (43), and all the five continents
are represented in the world top ten respondents.

60% of the survey respondents have ten or mores ydegales experience, and 98% of
them are more than 25 old. In what respects to ger82% are male, and from the total
sample, 52% work in the ICT sector.

In the sample, it is important to notice that, 86#4he respondents have more than 5
years of a sales activity, while 60% have in fact@than 10 years of sales experience.

Lastly, it becomes interesting to evaluate the ayerof each continent in the eight

questions of the survey (Figure 23).

9,00 ~

8,00 [
7,00 - |

6,00 - ] —
5,00 ~ — — —

4,00 ~ - ||
3,00 ~
2,00 ~ -
1,00 ~ -

0,00 -
Q6 Q7 Q8 Q9 Q10 Q11 Q12 Q13

B Africa O America O Asia O Europe O Oceania

Figure 23 - Average by continent
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5. Conclusions

It is important to notice the subjective naturecolture, in order to properly formulate
the conclusions of this study. Although, severéfiedent studies have been conducted in this
field, there is always space for a certain ambyguithose studies, as it is in this one.

The vast study carried out by Geert Hofstede, isimquestionable valuable source
when comparing culture across countries. Howewggnton should be paid to do not over
stereotype any culture, to the fact that theresatecultures within the national cultures, and
also to the personality of the person that is pa# national culture. Therefore, culture does
not have a concrete and well defined border. Caresty, the conclusions of this study were
made based on the previous principle that cultureompasses a significant degree of
subjectivity.

Based on the hypotheses initially stated (see ehdj® - Problem statement and
hypotheses”), a table was created with the expesitgdof the relation between the variable
that was being observed, and the matching indeiafbtede. The expected sign of the
relation is linked to the way that the question wased in the survey (see “ Annex 7 - Survey
Sample”).

After an analysis of the survey results, it wassgae to confirm some of the initial
assumptions, and to identify new relations thatewest initially predicted. A summary of the
findings can be seen in the following table. Irsttable; the expected, found and unpredicted
results are represented. A detailed view of theselasions can be found in “Annex 9 -
Survey findings (SPSS)".
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Conclusions
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Table 13 - Final results
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5.1.PDI

As it can be observed in the previous table, naiggnt results could be found in
order to support any relevant relation betweenRbwer Distance Index and the hypotheses
Hla, H2a and H4.

In H3 (account ownership), it was expected that gkeeception that the account is
owned by the company, was likely to be higher iortdes with high PDI scores (see “3.3 -
Account ownership”). However, the findings in thansy demonstrated the opposite.
Apparently, countries with lower PDI scores, feadttthe account belongs to the previous
company that they were working for. The explanafienthis, may be linked to the strong
negative correlation between the PDI and the IDa&(8Annex 10 — Correlation between the
Hofstede Indexes”). In fact, may be the individsiahature of the countries with lower PDI,
that is underlying this result, as it will be obsst in the results analysis for the IDV index.

The findings in the survey confirm the hypothesy®, Mhere countries with higher

PDI scores, favor the promotion incentive.

5.2.IDV

For the hypotheses that were established in relatio IDV (H1b and H5), no
significant results could be found in order to ¢onfH1b. However, evidences were found to
confirm hypothesis H5, where individualist socistiisagree with team based rewards.

Also interesting to notice, are the unpredictedtrehs that show up in the survey
results, as observed in the previous table.

The first is the relation between IDV and quest®rResults show that individualist
countries feel that the account should belong ¢opievious company. This demonstrates the
weakness of links between individuals within a stciAs soon as the salesperson leaves the
company, it breaks any links that may exist with it

Second, in question 9, large IDV cultures demonsiagpreference for participating in
the definition of the accounts and targets thay thee going to work on. Looking back to
“Table 4 - Key differences between small and ldig¥ societies”, the individualist nature
of these cultures raises up, by demonstrating thatindividual should have an active
participation in these activities.

Higher IDV cultures also demonstrated their prefeee for an immediate salary
increase instead of a promotion (question 11). dscdbed in “2.1.2 - Types of incentives”, a

salary increase embraces less links to the comiteamya promotion. The later can be seen as
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a long term commitment with the firm (and vice-wrse., from the firm perspective, a
promotion is also a long term commitment with thgpéyee, while a salary increase is not).

The fourth unexpected result is related with qoesti2. Collectivist societies reveal a
preference for working in new accounts, rather timathe existing ones. The result is inline
with the values of cultures with lower IDV, as tb&lesperson has a sense of contribution to
the group if he/she can bring value to the comgangringing new customers.

Finally, question 13 brought up the existing negatelation of individualism and the
time/family incentives in sales activities (H8).i3result is in direct opposition with the
“work goals” defined by G. Hofstede (1997), wheeedtates that the individualist pole would
give more importance tohave a job which leaves you sufficient time forryoersonal or
family life”. The findings in the survey reveal exactly the age in the particular case of
sales people, as the individualist group did nanalestrate a preference for time/family

incentives.

5.3.MAS

For the hypotheses H1d and H8 that were linked ASIMho significant results could
be found that can corroborate these hypothesegadtexpected a positive relation between
masculinity and the increase in variable paymentyell as a negative relation between MAS
and time/family incentives. However, no substantsults could be found in order to verify
these expectations.

5.4.UAI

No significant results were found that could comate H1lc and H7. In H1lc, it was
predicted a negative relation between uncertaimbydance and the increase in variable pay,
that could not be confirmed. While in H7, a postrelation was expected between the UAI
and the preference for existing accounts, as tweséd presumably involve less risk.

H2b was confirmed by the survey results. As predictountries with high levels of
uncertainty, demonstrate a preference for incestinethe monetary form instead of “stock
options”, as the later comprises a higher degretskf

An unpredicted relation between uncertainty avoigasind question 8, appeared in the
survey results. The cultures with higher scoretheUAI, revealed that when a sales person

leaves a company, the account should move withh@m/Taking the account with him/her,
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would represent less risk for the sales represeatat his/her new company. Therefore, this
result, although not initially predicted, is inlimath the values underlying cultures that avoid

uncertainty.

5.5.General

The results summarized in the previous table, ledetine influence that culture has
on the way that salespeople perceive the diffetygrd of incentives. The ten relations that
could be established between sales incentives lamdational culture of the salespeople,
confirm the inherent importance of culture whenigl@sg incentives for the multinational
sales force.

Applying a unique incentive plan around the wodduld lead to a failure in the main
goal of it — to keep the sales force motivated umsping the company objectives. Hence,
companies should conceive their SIPs with a wordéwiommon base, in order to pursue the
company objectives but, at the same time, spaceldgtie left in the plan, to adapt to the
local cultures and values of each of the subsegBam the countries where the company
operates.
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6. Study limitations and future research

6.1. Study Limitations

Although an effort was made to overcome any posdibiitations of this study, it is
recognized that some constraints may have limltedstope of this research.

The Internet, even though widely spread and anliexteesource of knowledge, may
had limited the scope of this study, as some regioh the globe (i.e. countries in
development) do not use this resource as much woeyd like, as it may not be widely
available. Also the use of online social networksniore frequent in some sectors of activity.
For instances, the ICT sector is very well knownth® use of “LinkedIN” while that may not
be the case in other sectors. This effect can berebd in “Figure 22 - Characteristics of the
sample”, where the ICT sector counts for 52% inghire sample.

The culture of the author of this study is mainlf{za@opean culture, which can be a
limitation in the hypotheses design. A differenttere would have led eventually to establish

different hypotheses to explore.

6.2. Future research

Future research can be done in order to overcoméirthitations of this study and
expand its scope. It should be quite relevantig #iudy could be performed by someone
from a non European culture and with a data sootfeer than the online social networks, so

additional value can be brought to the study.
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8. Annexes

8.1.Annex 1 - Geert Hofstede Index Scores by Country

Country PDI IDV MAS UAI LTO
Arab World ** 80 38 52 68
Argentina 49 46 56 86
Australia 36 90 61 51 31
Austria 11 55 79 70
Bangladesh * 80 20 55 60 40
Belgium 65 75 54 94
Brazil 69 38 49 76 65
Bulgaria * 70 30 40 85
Canada 39 80 52 48 23
Chile 63 23 28 86
China * 80 20 66 30 118
Colombia 67 13 64 80
Costa Rica 35 15 21 86
Czech Republic * 57 58 57 74 13
Denmark 18 74 16 23
East Africa ** 64 27 41 52 25
Ecuador 78 8 63 67
El Salvador 66 19 40 94
Estonia * 40 60 30 60
Finland 33 63 26 59
France 68 71 43 86
Germany 35 67 66 65 31
Greece 60 35 57 112
Guatemala 95 6 37 101
Hong Kong 68 25 57 29 96
Hungary * 46 80 88 82 50
India 77 48 56 40 61
Indonesia 78 14 46 48
Iran 58 41 43 59
Ireland 28 70 68 35
Israel 13 54 47 81
Italy 50 76 70 75
Jamaica 45 39 68 13
Japan 54 46 95 92 80
Luxembourg * 40 60 50 70
Malaysia 104 26 50 36
Malta * 56 59 47 96
Mexico 81 30 69 82
Morocco * 70 46 53 68
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Netherlands 38 80 14 53 44
New Zealand 22 79 58 49 30
Norway 31 69 8 50 20
Pakistan 55 14 50 70 0
Panama 95 11 44 86
Peru 64 16 42 87
Philippines 94 32 64 44 19
Poland * 68 60 64 93 32
Portugal 63 27 31 104
Romania * 90 30 42 90
Russia * 93 39 36 95
Singapore 74 20 48 8 48
Slovakia * 104 52 110 51 38
South Africa 49 65 63 49
South Korea 60 18 39 85 75
Spain 57 51 42 86
Surinam * 85 47 37 92
Sweden 31 71 5 29 33
Switzerland 34 68 70 58
Taiwan 58 17 45 69 87
Thailand 64 20 34 64 56
Trinidad * 47 16 58 55
Turkey 66 37 45 85
United Kingdom 35 89 66 35 25
United States 40 91 62 46 29
Uruguay 61 36 38 100
Venezuela 81 12 73 76
Vietnam * 70 20 40 30 80
West Africa 77 20 46 54 16

Source: ITIM International (2009)
* Estimated values
** Regional estimated values:
1. Arab World
a. Egypt, Irag, Kuwait, Lebanon, Libya, Saudi Arabidpited Arab
Emirates
2. East Africa
a. Ethiopia, Kenya, Tanzania, Zambia
3. West Africa

a. Ghana, Nigeria, Sierra Leone
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8.2. Annex 2 - Geert Hofstede Power Distance Index by @atry

Country PDI Country PDI
1 Austria 11 35 Chile 63
2 Israel 13 36 Portugal 63
3 Denmark 18 37 East Africa ** 64
4 New Zealand 22 38 Peru 64
5 Ireland 28 39 Thailand 64
6 Norway 31 40 Belgium 65
7 Sweden 31 41 El Salvador 66
8 Finland 33 42 Turkey 66
9 Switzerland 34 43 Colombia 67
10 Costa Rica 35 44 France 68
11 Germany 35 45 Hong Kong 68
12 United Kingdom 35 46 Poland * 68
13 Australia 36 47 Brazil 69
14 Netherlands 38 48 Bulgaria * 70
15 Canada 39 49 Morocco * 70
16 Estonia * 40 50 Vietnam * 70
17 Luxembourg * 40 51 Singapore 74
18 United States 40 52 India 77
19 Jamaica 45 53 West Africa 77
20 Hungary * 46 54 Ecuador 78
21 Trinidad * 47 55 Indonesia 78
22 Argentina 49 56 Arab World ** 80
23 South Africa 49 57 Bangladesh * 80
24 Italy 50 58 China * 80
25 Japan 54 59 Mexico 81
26 Pakistan 55 60 Venezuela 81
27 Malta * 56 61 Surinam * 85
28 Czech Republic * 57 62 Romania * 90
29 Spain 57 63 Russia * 93
30 Iran 58 64 Philippines 94
31 Taiwan 58 65 Guatemala 95
32 Greece 60 66 Panama 95
33 South Korea 60 67 Malaysia 104
34 Uruguay 61 68 Slovakia * 104
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8.3. Annex 3 - Geert Hofstede Individualism Index by Coautry
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W W W W W NN DNDNNDNNNDNDNDNFKERFPLRFRKF®BRFB R~ » -
A W NP, O O OWONOO VI P WDNHFH O OOWONO UV DM WN

Country

Guatemala
Ecuador
Panama
Venezuela
Colombia
Indonesia
Pakistan
Costa Rica
Peru
Trinidad *
Taiwan
South Korea
El Salvador
Bangladesh *
China *
Singapore
Thailand
Vietnam *
West Africa
Chile

Hong Kong
Malaysia
East Africa
Portugal
Bulgaria *
Mexico
Romania *
Philippines
Greece
Uruguay
Turkey
Arab World **
Brazil
Jamaica

IDV

11
12
13
14
14
15
16
16
17
18
19
20
20
20
20
20
20
23
25
26
27
27
30
30
30
32
35
36
37

38
39

Country

Russia *
Iran
Argentina
Japan
Morocco *
Surinam *
India
Spain
Slovakia *
Israel
Austria

Czech Republic

Malta *
Estonia *
Luxembourg *
Poland *
Finland
South Africa
Germany
Switzerland
Norway
Ireland
France
Sweden
Denmark
Belgium
Italy

New Zealand
Canada
Hungary *
Netherlands
United
Australia
United States

IDV

39
41
46
46
46
47
48
51
52
54
55

59
60

60
63
65
67
68
69
70
71
71
74
75
76
79
80
80
80
89
90
91
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8.4. Annex 4 - Geert Hofstede Masculinity Index by County

Country MAS Country MAS
1 Sweden 5 35 Malaysia 50
2 Norway 8 36 Pakistan 50
3 Netherlands 14 37 Arab World ** 52
4 Denmark 16 38 Canada 52
5 Costa Rica 21 39 Morocco * 53
6 Finland 26 40 Belgium 54
7 Chile 28 41 Bangladesh * 55
8 Estonia * 30 42 Argentina 56
9 Portugal 31 43 India 56
10 Thailand 34 44  Czech 57
11 Russia * 36 45 Greece 57
12 Guatemala 37 46 Hong Kong 57
13 Surinam * 37 47 New Zealand 58
14 Uruguay 38 48 Trinidad * 58
15 South Korea 39 49 Australia 61
16 Bulgaria * 40 50 United States 62
17 El Salvador 40 51 Ecuador 63
18 Vietham * 40 52 South Africa 63
19 East Africa ** 41 53 Colombia 64
20 Peru 42 54  Philippines 64
21 Romania * 42 55 Poland * 64
22 Spain 42 56 China * 66
23 France 43 57 Germany 66
24 Iran 43 58 United 66
25 Panama 44 59 Ireland 68
26 Taiwan 45 60 Jamaica 68
27 Turkey 45 61 Mexico 69
28 Indonesia 46 62 Italy 70
29 West Africa 46 63 Switzerland 70
30 Israel 47 64 Venezuela 73
31 Malta * 47 65 Austria 79
32 Singapore 48 66 Hungary * 88
33 Brazil 49 67 Japan 95
34 Luxembourg * 50 68 Slovakia * 110
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8.5. Annex 5 - Geert Hofstede Uncertainty Avoidance Indeby Country

Country UAI Country UAI
1 Singapore 8 35 Taiwan 69
2 Jamaica 13 36  Austria 70
3 Denmark 23 37 Luxembourg * 70
4 Hong Kong 29 38 Pakistan 70
5 Sweden 29 39 Czech Republic * 74
6 China * 30 40 TItaly 75
7 Vietnam * 30 41  Brazil 76
8 Ireland 35 42  Venezuela 76
9 United Kingdom 35 43  Colombia 80
10 Malaysia 36 44  Israel 81
11 India 40 45  Hungary * 82
12 Philippines 44 46  Mexico 82
13 United States 46 47  Bulgaria * 85
14 Canada 48 48  South Korea 85
15 Indonesia 48 49  Turkey 85
16 New Zealand 49 50 Argentina 86
17 South Africa 49 51 Chile 86
18 Norway 50 52 Costa Rica 86
19 Australia 51 53 France 86
20 Slovakia * 51 54 Panama 86
21 East Africa ** 52 55 Spain 86
22 Netherlands 53 56 Peru 87
23 West Africa 54 57 Romania * 90
24 Trinidad * 55 58 Japan 92
25 Switzerland 58 59 Surinam * 92
26 Finland 59 60 Poland * 93
27 Iran 59 61 Belgium 94
28 Bangladesh * 60 62  El Salvador 94
29 Estonia * 60 63 Russia * 95
30 Thailand 64 64 Malta * 96
31 Germany 65 65 Uruguay 100
32 Ecuador 67 66 Guatemala 101
33 Arab World ** 68 67  Portugal 104
34 Morocco * 68 68 Greece 112
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8.6. Annex 6 - Country Abbreviations

Country Abbreviation Country Abbreviation
Arab World ArW Luxembourg LUX
Argentina ARG Malaysia MYS
Australia AUS Malta MLT
Austria AUT Mexico MEX
Bangladesh BGD Morocco MAR
Belgium BEL Netherlands NLD
Brazil BRA New Zealand NZL
Bulgaria BGR Norway NOR
Canada CAN Pakistan PAK
Chile CHL Panama PAN
China CHN Peru PER
Colombia CoL Philippines PHL
Costa Rica CRI Poland POL
Czech Republic CZE Portugal PRT
Denmark DNK Romania ROM
East Africa eAFR Russia RUS
Ecuador ECU Singapore SGP
El Salvador SLV Slovakia SVK
Estonia EST South Africa ZAF
Finland FIN South Korea KOR
France FRA Spain ESP
Germany DEU Surinam SUR
Greece GRC Sweden SWE
Guatemala GTM Switzerland CHE
Hong Kong HKG Taiwan TWN
Hungary HUN Thailand THA
India IND Trinidad TTO
Indonesia IDN Turkey TUR
Iran IRN United Kingdom GBR
Ireland IRL United States USA
Israel ISR Uruguay URY
Italy ITA Venezuela VEN
Jamaica JAM Vietnam VNM
Japan JPN West Africa WAFR

Source: United Nations (2009)
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8.7. Annex 7 - Survey Sample

The survey constructed to get the data, is availabl
http://spreadsheets.google.com/viewform?formkey8e¢kiN3NDZzVUNDdINYN]Rp
WTViemc6MA..

A sample of the survey is provided bellow.

Sales Compensation Survey

: gtes
Results will only be used for the purpose of this study and under the MIM program
(moare information at http:/fibs.iscte argdinternational/masterfinternational/en)

*Ohbrigatdrio

1) Country or Region *

(Flease select the country where you have lived most of your life. If you had lived in
mare than one country, please selected the one to which you most identify yourself
with, in terms of culture and values)

|ﬁfghanistan V|

2) Gender *

Male w

3) Age *

() Less than 25 years old

() Between 25 and 35 years old
(O Between 35 and 45 years old
2 More than 45 years old

4) Sector of activity ™
(Flease let us know what is your primary sector of activity)

|Agriculture V|
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3) How many years of experience do you have in a sales position ? *
(Flease select the number of years in a sales position)

) Less than & years
) Between 5 and 10 years
) Maore than 10 years

6) What would be your preference: Receive a higher fixed salary or more

variable remuneration (linked to the velume/margin of sales you have
attained) ? *

(Flease rate your preference for more comissions or more fixed salary)

1 2 3 4 5 B 7 & 9 10

Morefixed ©&O O O O O O O © O O Morevariable (comissions)

7) As a salesperson, do you prefer to receive incentives in the form of
“stock options™ or in a monetary form ¥ *

[ Additional information on stock options available at:
http:/fen. wikipedia. orgfwikifEmployee_stock _options)

12 3 4 58 B F 8 9 10
Stock Options © © © © © © © © O O Monetary Form
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8) While working for a company you enter a new account. If you move to
another company, who in your opinion should keep the ownership of the
account? *

(Flease let us know your perception about who owns the account that you have
entered, in case you move to another company)

12 3 4 5 B 7 8 9 10

Py O0O0O00000O0 0 The previous company that | was

salf warking for

9) As a salesperson do you expect to participate in the definition of the
accounts and targets that you are going to work on ? *

(The sales manager can define the accounts and the financial objectives for any sales
person of hisfher tearm without consulting the team. Please let us know your
expectations)

1 2 3 4 & B 7 8 9 10

| should

My manager should
pamcipateC}OOOGDOODO

define it

10) Do you agree with team based rewards within sales teams ? *
{In sales teams, compensation for sales can be given to the team ar to the individual.
Flease let us know what would be your preference)

1 2 3 4 5 B 7 8 9 10
Mgree O O O © © © © © C© O Disagree
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11) Do you prefer an immediate salary increase or a promotion ? *
(A salary increase will represent immediately additional money. A prormotion may, or
may not, represent additional money in the short term)

12 3 4 5 B 7 8 9 10
Salarg lncreazse O O O O © © © O O O Promotion

12) Do you prefer to develop new accounts or working in the existing

ones ? *

(Developing new accounts may require additional work, but also additional rewards if
successful)

1 2 3 4 &5 B 7 8 9 10
Mew Accounts O O O O © © O O © O Esisting Accounts

13) How do you value time/family incentives ? *
(These incentives may help you in your personal life [additional holidays, free time,
etc.] with a possible cost in your professional life)

1 2 3 4 & B 7 8 9 10
Motwvaluahle O O O O O O O O O O %aluable

Name {optional)
(If you would like to receive the results of this survey please fill in your name)

Email {optional)
(If you would like to receive the results of this survey please fill in your ermnail address)
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8.8. Annex 8 - Hofstede ranks by country

PDI IDV MAS UAI

Country Original Rank Original Rank Original Rank Original ~ Rank
Arab World 80 High 38 Low 52 Amb 68 Amb
Argentina 49 Low 46 High 56 High 86 High
Australia 36 Low 90 High 61 High 51 Low
Austria 11 Low 55 High 79 High 70 High
Bangladesh 80 High 20 Low 55 High 60 Low
Belgium 65 High 75 High 54 High 94 High
Brazil 69 High 38 Low 49 Amb 76 High
Bulgaria 70 High 30 Low 40 Low 85 High
Canada 39 Low 80 High 52 Amb 48 Low
Chile 63 High 23 Low 28 Low 86 High
China 80 High 20 Low 66 High 30 Low
Colombia 67 High 13 Low 64 High 80 High
Costa Rica 35 Low 15 Low 21 Low 86 High
Czech 57 Low 58 High 57 High 74 High
Republic

Denmark 18 Low 74 High 16 Low 23 Low
East Africa 64 High 27 Low 41 Low 52 Low
Ecuador 78 High 8 Low 63 High 67 Amb
El Salvador 66 High 19 Low 40 Low 94 High
Estonia 40 Low 60 High 30 Low 60 Low
Finland 33 Low 63 High 26 Low 59 Low
France 68 High 71 High 43 Low 86 High
Germany 35 Low 67 High 66 High 65 Amb
Greece 60 Amb 35 Low 57 High 112 High
Guatemala 95 High 6 Low 37 Low 101 High
Hong Kong 68 High 25 Low 57 High 29 Low
Hungary 46 Low 80 High 88 High 82 High
India 77 High 48 High 56 High 40 Low
Indonesia 78 High 14 Low 46 Low 48 Low
Iran 58 Amb 41 Low 43 Low 59 Low
Ireland 28 Low 70 High 68 High 35 Low
Israel 13 Low 54 High 47 Low 81 High
Italy 50 Low 76 High 70 High 75 High
Jamaica 45 Low 39 Low 68 High 13 Low
Japan 54 Low 46 High 95 High 92 High
Luxembour 40 Low 60 High 50 Amb 70 High
g

Malaysia 104 High 26 Low 50 Amb 36 Low
Malta 56 Low 59 High 47 Low 96 High
Mexico 81 High 30 Low 69 High 82 High
Morocco 70 High 46 High 53 High 68 Amb
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Netherlands 38 Low 80 High 14 Low 53 Low
New 22 Low 79 High 58 High 49 Low
Zealand
Norway 31 Low 69 High 8 Low 50 Low
Pakistan 55 Low 14 Low 50 Amb 70 High
Panama 95 High 11 Low 44 Low 86 High
Peru 64 High 16 Low 42 Low 87 High
Philippines 94 High 32 Low 64 High 44 Low
Poland 68 High 60 High 64 High 93 High
Portugal 63 High 27 Low 31 Low 104 High
Romania 90 High 30 Low 42 Low 90 High
Russia 93 High 39 Low 36 Low 95 High
(Russian
Fed.)
Singapore 74 High 20 Low 48 Low 8 Low
Slovakia 104 High 52 High 110 High 51 Low
South 49 Low 65 High 63 High 49 Low
Africa
Korea 60 Amb 18 Low 39 Low 85 High
(South)
Spain 57 Low 51 High 42 Low 86 High
Surinam 85 High 47 High 37 Low 92 High
Sweden 31 Low 71 High 5 Low 29 Low
Switzerland 34 Low 68 High 70 High 58 Low
Taiwan 58 Amb 17 Low 45 Low 69 Amb
Thailand 64 High 20 Low 34 Low 64 Amb
Trinidad 47 Low 16 Low 58 High 55 Low
Turkey 66 High 37 Low 45 Low 85 High
United 35 Low 89 High 66 High 35 Low
Kingdom
United 40 Low 91 High 62 High 46 Low
States
Uruguay 61 Amb 36 Low 38 Low 100 High
Venezuela 81 High 12 Low 73 High 76 High
Viet nam 70 High 20 Low 40 Low 30 Low
West Africa 77 High 20 Low 46 Low 54 Low
Yugoslavia 76 High 27 Low 21 Low 88 High
PDI IDV MAS UAI
Country Original Rank Original Rank Original Rank Original  Rank
Afghanistan Undf Undf Undf Undf
Cameroon 77 High 20 Low 46 Low 54 Low
Egypt 80 High 38 Low 52 Amb 68 Amb
Ethiopia 64 High 27 Low 41 Low 52 Low
Georgia Undf Undf Undf Undf
Ghana 77 High 20 Low 46 Low 54 Low
Kenya 64 High 27 Low 41 Low 52 Low
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Lao Undf Undf Undf Undf
People's

Democ.

Rep.

Nigeria 77 High 20 Low 46 Low 54 Low
Slovenia 76 High 27 Low 21 Low 88 High
Tanzania 64 High 27 Low 41 Low 52 Low
Trinidad Undf Undf Undf Undf
and Tobago

United Arab 80 High 38 Low 52 Amb 68 Amb
Emirates

Zambia 64 High 27 Low 41 Low 52 Low
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Annexes

8.9. Annex 9 - Survey findings (SPSS)

8.9.1. Relation with PDI
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Group Statistics
Std. Error
PD| N Mean Std. Deviation Mean
H1abcd  High 375 5,53 2,534 ,131
Low 262 5,22 2,516 155
H2ab High 375 7,25 2,561 132
Low 262 7,30 2,550 ,158
H3 High 375 5,90 3,235 167
Low 262 6,68 2,975 ,184
H4 High 375 2,87 2,207 114
Low 262 2,60 2,007 124
H5 High 375 4,17 2,919 ,151
Low 262 4,49 2,835 75
H6 High 375 544 2,972 ,153
Low 262 4,81 2,872 A77
H7 High 375 3,94 2,271 17
Low 262 4,24 2,255 139
H8 High 375 7,94 2,223 115
Low 262 7,72 2,280 141
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8.9.2. Relation with IDV
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Group Statistics
Std. Error
DV N Mean Std. Deviation Mean
H1abcd  High 310 5,23 2,401 ,136
Low 373 5,49 2,573 ,133
H2ab High 310 7,29 2,481 141
Low 373 7,18 2,615 ,135
H3 High 310 6,73 3,001 170
Low 373 5,78 3,168 ,164
H4 High 310 2,60 2,021 115
Low 373 2,93 2,171 12
H5 High 310 4,52 2,791 ,159
Low 373 4,10 2,925 ,151
H6 High 310 4,78 2,837 ,161
Low 373 5,49 2,937 ,152
H7 High 310 4,31 2,294 ,130
Low 373 3,87 2,191 113
H8 High 310 7,51 2,384 ,135
Low 373 8,11 2,055 ,106
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8.9.3. Relation with MAS
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Group Statistics
Std. Error
MAS N Mean Std. Deviation Mean
H1abcd  High 272 5,44 2,441 ,148
Low 302 543 2,549 147
H2ab High 272 7,19 2,599 ,158
Low 302 7,04 2,606 ,150
H3 High 272 6,31 3,114 ,189
Low 302 6,38 3,115 179
H4 High 272 2,83 2,126 ,129
Low 302 2,79 2,091 ,120
H5 High 272 4,45 2915 A77
Low 302 4,28 2,810 ,162
H6 High 272 4,97 2,856 173
Low 302 5,23 2,927 ,168
H7 High 272 4,24 2,346 142
Low 302 4,02 2,198 ,126
H8 High 272 7,92 2,231 ,135
Low 302 7,65 2,223 ,128
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8.9.4. Relation with UAI
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Group Statistics
Std. Error
UAI N Mean Std. Deviation Mean
H1abcd  High 299 5,24 2,400 ,139
Low 324 5,60 2,613 ,145
H2ab High 299 7,51 2,351 ,136
Low 324 7,00 2,708 ,150
H3 High 299 5,54 3,118 ,180
Low 324 6,84 3,041 ,169
H4 High 299 2,80 2,065 119
Low 324 2,82 2,208 ,123
H5 High 299 4,28 2,821 ,163
Low 324 4,34 2,911 ,162
H6 High 299 5,06 2,871 ,166
Low 324 5,34 2,983 ,166
H7 High 299 4,02 2,200 127
Low 324 4,14 2,297 ,128
H8 High 299 7,80 2,368 ,137
Low 324 7,84 2,153 ,120
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8.10. Annex 10 — Correlation between the Hofstede Indexes
Correlations
PDI IDV MAS UAI
PDI Pearson Correlation 1 -614" 111 203
Sig. (2-tailed) ,000 ,362 ,095
N 69 69 69 69
IDV Pearson Correlation -614" 1 115 -195
Sig. (2-tailed) ,000 347 ,108
N 69 69 69 69
MAS Pearson Correlation 111 115 1 -,060
Sig. (2-tailed) 362 347 623
N 69 69 69 69
UAI Pearson Correlation ,203 -,195 -,060 1
Sig. (2-tailed) ,095 ,108 623
N 69 69 69 69
**_Correlation is significant atthe 0.01 level (2-tailed).
Correlations
PDI IDV MAS UAl
Spearman's rho  PDI Correlation Coefficient 1,000 -596" -,008 213
Sig. (2-tailed) ,000 ,945 ,079
N 69 69 69 69
IDV Correlation Coefficient -596" 1,000 176 -211
Sig. (2-tailed) ,000 ,149 ,081
N 69 69 69 69
MAS Correlation Coefficient -,008 176 1,000 -,207
Sig. (2-tailed) 945 149 ,087
N 69 69 69 69
UAI Correlation Coefficient 213 =211 -,207 1,000
Sig. (2-tailed) ,079 ,081 087
N 69 69 69 69

**. Correlation is significantatthe 0.01 level (2-tailed).

95



Annexes Sales Incentives — THe o culture

= END OF DOCUMENT =

96



