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ABSTRACT

Financial incentives play a crucial role in how automotive retail companies attempt to drive
organisational and individual sales performance. However, there is conflicting evidence in
the literature as to whether financial incentives increase sales performance in sales

contexts.

The purpose of the study is to determine whether there is a relationship between financial
incentives or motivation on sales performance and to contrast the relationships between
the two constructs in order to understand what increases sales performance in the
automotive retail industry. The unit of analysis were salespeople and sales managers
within a South African automotive retail group.

The study was a qualitative analysis of the impact of financial incentives and intrinsic
motivation on individual sales performance in automotive retail. The correlation co-efficient
for both sales performance metrics (units’ sold, gross profit and customer satisfaction) and
intrinsic motivation were not statistically significant. The role of vehicle brand sold was a
better predictor of sales performance amongst salespeople and sales managers.

Key words:

Automotive retail, financial incentives, intrinsic motivation, multi-franchise.
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CHAPTER 1: PROBLEM FORMULATION

1. Background to the problem

“Businesses, managers and researchers are very interested in how to develop more
effective selling strategies for increased sales performance which can contribute to the
creation of strong and long-lasting positive relationships with customers” (Abed &
Haghighi, 2009: 266).

Ulrich and Ulrich (2012) argue that organisations need not only to reach the heads of their
employees but also their hearts so as to get more out of them. Financial incentives can be
considered to be the head, that is, the logical and rational aspects. However, the intrinsic
motivators: recognition, praise and non-tangible rewards, tend to be from the heart and
these, they argue, are far more powerful.

Higher performance in organisations is a key focus for most managers and executives.
The need to deliver superior performance for all stakeholders in a highly competitive
environment has become a key focus for most businesses. The financial crisis, however,
has caused many companies to re-asses their financial-incentive programs and several
have attempted to find other ways to enhance performance and inspire talent (Dewhurst,
Guthridge, & Mohr, 2010). Hunter (2010) argues that the concept of paying for
performance to ensure that people perform at higher levels is normal, but what has gained
wide acceptance in business is to make the link between incentives and superior

performance — which is, at best, weak..

The issue of remuneration and the expected return for an organisation is one that is
central to most businesses in the public or private sector. Fleming (2011) however,
suggests that paying for performance is likely to make salespeople operate poorly. Others
like Ulrich and Ulrich (2012) assert that the relationship between money and meaning is
key to higher performance.

Retention and motivation of staff through the use of financial incentives is a common
practice among many industries. The automotive retail sector uses a number of incentives

and common among these are commission schemes, company cars and overseas trips.
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The automotive retail industry and the motor industry have an added constraint in that they
have some of the highest staff turnover. Associated Motor Holdings (AMH), for example,
has more than 40% staff turnover.

1.1. The South African automotive retail industry

Two of South Africa’s largest automotive retail groups are Imperial Holdings and Bidvest.
As recently as 2008, Imperial Holdings was forced to rationalise spending on capital
projects and incentive schemes during the height of the recession. They decided to focus
on other divisions in their portfolio (Doneva, 2009; Imperial Holdings Limited, 2012). The
automotive retail sector is characterised by intense competition and most product are fairly
similar to each other across the industry. In addition, there are chronic shortages of skilled
sales staff, which have resulted in high staff turnovers and highly mobile sales people
(Burroughes, 2011).

Automotive retail sales numbers often act as a lead indicator of economic performance
(De Lange, 2010). When they do well, automotive retailers are often described as a good
litmus test of the economic conditions ahead of a buoyant economy, and the converse is
also true (De Lange, 2010). Figures 1 and 2 below, show the relationship between
automotive retail sales (passenger) and gross domestic product growth (GDP).
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Figure 1: Total local market car sales National Association of Automobile Manufacturers of South
Africa (NAAMSA)
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Figure 2: Performance of south African gross domestic product growth — GDP 2012)
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In the last few years, however, automotive retailers have been faced with profit margins
that have been eroding slowly in new car sales (Flynn & Senter, 2010). Moreover, the
industry has been consolidating at a faster rate, resulting in marginal dealer operations
being shut down in favour of larger super-automotive retailer formats (Flynn & Senter,
2010).

This has meant, firstly, that sales staff have been dramatically impacted and more has
been required from them than ever before. In South Africa, the number of brands has
dramatically increased from a few brands to over 64 with more than 1 964 derivatives,
giving the customer more options than previously (TransUnion Auto Trends, 2012).
Secondly, some researchers have argued, that the automotive retail industry is being
plagued by very low sales productivity, where the average sales person sells seven-and-a-

half cars per month despite aggressive incentives and commissions structures.

1.2. Research problem

Financial incentives play a crucial role in how automotive retail companies attempt to drive
organisational and individual sales performance. However, there is conflicting evidence in
the literature about whether financial incentives increase sales performance of individuals

in sales contexts, or not.

The purpose of the study is to determine whether there is a relationship between financial
incentives and motivation on sales performance in order to understand the factors that

lead to an increase in sales performance in the automotive retail motivate industry.
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1.3. Research Objectives

The objectives of the research are:

o To determine the relationship between financial incentives offered and individual
sales performance.

o To determine the relationship between intrinsic motivational factors and individual
sales performance.

o To contrast the relationships between the two constructs

1.4. Research Scope

In the modern sales organisation, sales measurements that simply quantify units sold and
gross profit achieved cannot account accurately for the full scope of what is determined as
performance. Therefore, this study will examine, firstly, the relationship between financial
incentives and the individual’'s sales performance. The research will be limited to sales
managers and salespeople within the automotive retail industry in South Africa and will
focus on sales people in the new and used car sectors

Besides an examination of the nature of financial incentives, the research will further
analyse non-financial incentives, but this will be limited to intrinsic motivation an example
of non-tangible rewards. Thirdly, as the study will examine sales performance, it will focus
on understanding the relationship between financial incentives and revenues, car sales
units, and gross profit margins. Since motivation also plays a key role in designing
performance incentives, the study will investigate those relationships as one of the

predictors of individual performance in sales.

However, what the study will not examine are aspects that influence sales performance
such as dealership location, the manufacturer’s brand equity, and leadership in influencing
individual sales performance. Also, the research will not investigate the inter-relationship
between the service workshop and new and used car sales performance. It also will not
investigate the impact on sales performance that the availability of spare parts and
accessories might have had.
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1.5. Research motivation

Research into the role of financial incentives and the impact it has on the corporate and
individual salesperson is necessary to assess not only how it engages with management
and sales staff, but, more importantly, whether more incentives are needed to touch their
hearts (Ulrich & Ulrich, 2012). Figure 3 below, showing a breakdown of all the best
performing retail sectors in South Africa over the past quarters (2001 to 2012) includes
the automotive retail industry. The latter industry often acts as a barometer of the current
economic climate, since robust sales indicate a healthy economy and vice versa (De
Lange, 2010).

Figure 3: Performance of retailers (2001 to 2012)
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Source: Source: http://www.stringfellow.co.za/publications/sa-gdp-gq2-2012

Similarly, like all other industries, the automotive retail industry has been impacted
severely by skills shortages and pressures for higher returns by shareholders (Doneva,
2009). When compared to other markets in countries, such as Australia, the USA and the
UK, our sales staff productivity is below par. Kerr-Phillips and Thomas (2009) argue that
due to a sKills crisis, most industries in South Africa are not as competitive as they should
be. The automotive industry globally does not attract high calibre graduates and

6
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professionals for a number of reasons (Fahey, 2003). One reason given is the heavy
reliance on commission as the basis for remuneration. Another is the tough working

conditions which lead to higher drop-out rates for new sales staff (Fahey 2003).

Although the South African automotive retail industry relies heavily on a range of
incentives across all aspects of the business, and their financial incentives are fairly
comparable to the other markets in the countries described above, it has been noted that
we sell fewer cars. Some researchers have argued that incentives in the modern
workplace actually have been misunderstood and improperly used (Pink 2009; Irlenbusch
and Slikwa, 2005). They argue that incentives can potentially harm our intrinsic motivation
or our desire to perform better by being part of something meaningful. Irlenbusch and
Slikwa (2005) add that there is evidence of the “crowding-out effects” on motivation which
can reduce the salesperson’s efforts to perform certain tasks.

Pink (2009) further attributes decreased performance in tasks that require creativity to the
improper use of financial incentives (extrinsic motivators). Further, he argues there is no
need to incentivise and remunerate salespeople well to ensure increased performance and
productivity. Instead, the following intrinsic motivation attributes (see Table 1 below) need
to be strengthened in the workplace:

Table 1: Three key intrinsic motivational attributes (2009)

Attribute Definition

Autonomy Self management, our ability to make
independent decisions in work settings

Mastery Desire to get better at something that matters
Purpose Our yearning to be part of a cause bigger than
ourselves

Source: Pink, D. www.TEDTALKS.com
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There has been no agreement in research about the role of financial incentives and their
impact on salespeople’s performance. Those who advocate for the use of incentives have
argued that they not only increase performance but also lead to better sales results. Other
researchers have argued that the use of incentives is not only detrimental to sales
performance but also to the overall motivation of those concerned (Irlenbusch & Slikwa
2005). The view adopted in this study is that salespeople and managers operate in a much
more complex environment, and their ability to solve problems creatively and exceed

customer’s ever-changing expectations are becoming more important than before.
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CHAPTER 2

2.1. Theory and Literature review

2.1.1. Introduction

The theory reviewed in this chapter covers the major themes of the research problem and
builds a platform for understanding incentives, sales performance, and automotive retail.
The theory forms the basis for why this particular topic warrants investigation.

2.1.2. Defining incentives (extrinsic vs. intrinsic)

The term ‘incentives’, in this instance, refers to either bonus or commission schemes that
are target linked and calculated as a percentage of sales units sold and paid monthly upon
achievement of targets (Bussin, 2011). For the purposes of this research the terms

‘financial incentive’ and ‘financial reward’ will be used interchangeably.

Financial incentives are mainly used to compensate salespeople for their contribution
towards achieving sales targets or, in other contexts, organisational goals (Hijazi, Anwar &
Mehboob, 2007). In automotive retail, financial incentives make up a large component of
the salesperson’s remuneration. There is a small fixed salary component, and in some
contexts the salesperson may enjoy benefits such as the use of a company car and other
employee advantages. However, the main thrust of the remuneration strategy is towards

financial incentives.

Financial incentives consist of the following types of payments: bonuses, commission, and
share ownership. However in the automotive retail context the nature of financial rewards
is typically commission and bonuses linked to the achievement of sales targets (Bussin,
2011; Hijazi et al, 2007). In the literature, financial incentives are considered to have made
a broader range of extrinsic motivational tools available to managers (George &
Sabapathy, 2011).
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A typical financial incentive scheme often sets a minimum sales unit target to be achieved
before the salesperson qualifies for financial incentive. Another level of incentive uses an
escalator scheme to attempt to encourage a more aggressive sales performance: once the
minimum sales target has been achieved, the amount of gross profit payable for incentives

is improved more favourably as more units are sold.

However, intrinsic motivations, or non financial rewards, are another set of benefits that
managers can use to motivate salespeople. These include praise, recognition and other
non-tangible rewards (Milne, 2007). It is noteworthy that the targets are monthly and the
rationale for paying incentives in automotive retail is to keep the salesperson motivated
towards achieving their monthly sales target

The commonly held belief is that with the right incentive(s), the salesperson and manager
are likely to work towards the achievement of organisational goals such market share
growth and profitability. A fixed salary is used to drive pre-determined company outcomes,
while contingent rewards such as commission can be used to direct and control the
salesperson’s behaviour (Kuster & Canales, 2010).In the South African context, what is
fairly consistent with views in the literature is the role of financial incentives designed to
achieve a number of outcomes: one of which is the achievement of corporate and
individual sales targets.

The role of a fixed salary ensures that the salesperson is able to secure the basics (such
as medical aid), and to contribute towards their long-term retirement savings plan.
However, the fixed salary may become less strategic while it remains very transactional to
serve as a qualifier for the organisation. It does indirectly help towards the achievement of
organisational goals, and it attracts potential sales candidates but does not motivate sales

performance.

2.1.3. Financial and non-financial incentives

The literature makes a further distinction between financial and non-financial incentives,
namely, the intangibles such as job security, personal development, and advancement
10
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(Ozimec & Lisanin, 2011). Kuster and Canales (2010) have argued that all incentives are
designed with two aims: to determine a certain outcome for the firm (sales units, new
accounts and other measures), and to direct behaviour of the salesperson towards
company-determined outcomes. This implies that, by their nature, incentives are used to
control the outcome that the firm would like to achieve.

There are some conflicting views about financial incentives in the literature. Bussin &
Grigoriadis (2007) have identified among middle managers that the presence of incentives
programs in organisations is perceived to drive business performance and improve
employee motivation. Others have argued that financial reward systems are intended to
achieve organisational goals (Van der Merwe, Basson, & Coetzee, 2009). Some
researchers have argued that the consensus view regarding such incentives is firstly, to
increase motivation; secondly, to enhance performance at an individual level and at an
organisational level; and lastly, to impact on productivity (Ozimec & Lisanin, 2011, Hijazi et
al., 2007).

However, there is contrasting evidence to show that achieving sales performance through

financial incentives is much more complex than just deciding how much and what to pay.
Although this is outside the scope of this study, there are indications that different
personality types also have a preference for different rewards (Nienaber, 2008). There are
many such variables, particularly in automotive retail, that make this link even more
tenuous. For instance, in the southern African context some brands are more entrenched
than others (e.g. Toyota and Volkswagen) and as a result, these brands have been known
to ‘sell themselves’, with the salesperson acting as a mere order-taker.

Other researchers have argued that to make the connection between financial incentives
and performance stronger, a much broader consultative approach is necessary between
those who receive the incentives and those who design them (Van der Merwe et al., 2009:
Roberts, 2010). This implies that for the designer to achieve alignment and buy-in, the
recipient needs to be asked what is needed to incentivise, and possibly how to incentivise.
The conversation, therefore, needs to be driven from the bottom-up and with the ‘big
picture’ (organisational goals) in mind at design stage. But this is not the norm among
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southern Africa’s automotive retailers as the management culture is often very autocratic
and little or no consultation happens on the sales floor. Furthermore, different levels of
these retail organisations have vastly different reward preferences (Van der Merwe et al.,
2009).

Milne (2007) has argued that it is much more effective to implement recognition systems
than financial incentives, and that focusing only on the latter does not increase sales
performance (Milne, 2007). In her distinction between incentives and recognition, she has
argued, that recognition is much more enduring and enhances intrinsic motivation and

therefore - one can conclude - is much more effective than financial reward (Milne, 2007).

This study will argue, therefore, that the motivational impact of financial incentives on
sales performance cannot be ignored, and while the impact of non-financial incentives on
intrinsic motivation have been explored but are still debated in the literature it still needs to
be considered when one discusses the nature of sales performance. The combination of
both tangible and non-tangible rewards has the potential to improve motivation and
performance of both the individual and organisation as a whole. Milne’s (2007) study has
argued that financial rewards can have a positive impact on sale performance and
effectiveness, but that this is contingent on management controls and monitoring. This
view has received support from other researchers, and although this thesis does not intend
to investigate these aspects, it is worthwhile considering how the role of the manager and
other organisational controls affect sales performance.

There is an accepted assumption in automotive retail that financial incentives drive
individual performance, and less attention has been paid to other rewards with lower
transaction costs although they impact more on the individual’s motivation and potential
performance. This study will argue for incentives which significantly increase the

performance dimension of the salesperson.
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2.1.4. The role of incentives in the sales organisation

The role of incentives is critical in driving not only individual sales performance but also
organisational performance (Singh, Darwish, Costa, & Anderson, 2012; Abed & Haghighi,
2009). Therefore, we want to argue that holistic sales performance has to include aspects
such as the ability to build lasting customer relationships and therefore add value to the
firm. This view broadens the nature of sales performance, a concept which others have
narrowed only to be about hard metrics such as the number of units sold and gross profit
achieved

This study will argue that the understanding of sales performance requires revision and
that in the globalised marketplace one needs to consider many other ‘soft’ variables such
as: (i) the level of motivation of sales personnel, (ii) their ability to serve customers well;
and (iii) also their ability to keep abreast of complex customer preferences - all are
necessary additions to the idea of sales performance.

Ozimec and Lisanin (2011) have argued that there are other mitigating circumstances for
financial incentives in most sales settings due to the fact that most organisations struggle
to attract highly qualified and highly motivated salespeople to keep the organisation
competitive in the long-term in tough markets. There is an acceptance that we are in the
midst of skills and talent shortage, the globalised economy has made physical borders
more porous and talent tends to travel more than ever before (Nienaber, 2008). This is
more evident in automotive retail especially in the technical roles of technicians and
service advisors. A more direct impact of this skills shortage is seen in the way
salespeople and managers are highly mobile, often for as little as an additional R500 on
their monthly basic salary (Burroughes, 2011).

Bussin (2005, p. 38) has argued that the role of incentives have become a strategic
imperative, that is, “they promote organisational success in highly competitive markets”.
However, Fleming (2011) has argued for an empirical re-examination of this premise.. His
challenge of this deeply held notion is to ask if incentives actually do boost performance
and if so, why have they failed to produce results in larger organisations? And he has cited
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some contemporary examples of organisational failures that have resulted from managers
pursuing rewards at all costs - to the detriment of the firm itself (Fleming, 2011; Milne,
2007).

Van der Merwe et al., (2009) have argued that incentives may have several impacts on the
organisation, some of which may affect other aspects besides sales performance. Firstly,
the introduction of rewards can encourage sales staff to remain longer in the organisation;
and secondly, employees perform better and are more motivated with incentives. Lastly,
they argue, incentives impact the organisational culture positively, which has a productive
effect on the bottom-line.

However, these researchers point out a detrimental impact of financial incentives to be that
some salespeople may alter their behaviour negatively to ensure they receive incentives
(Van der Merwe et al., 2009). But, as Roberts (2000) points out, the role that “appropriate”
incentives play on directing salespeople’s and manager’s behaviour remains key to driving
performance, although the rewards need to encompass a wider range of qualitative and

guantitative measurements.

2.2. Individual sales performance

2.2.1. Re-defining sales performance

The view taken by researchers in defining sales performance involves what can be defined
as ‘hard measures’. These are outcomes-based and this study will argue that these
measures are limited and out of step with the current sales context. A new shift in defining
performance needs to be considered:, one that regards performance is driven by the

following behavioural components:

e motivation
e aptitude
e personal factors (Cravens, 2007; Sharma, Levy, & Evanschitzky, 2007).
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These measures have been typically cited as follows:

e unit sales / net volume
e profit margins

e share of market

e customer satisfaction

e cost/ control ratios (Bussin, 2011, Berry, 1986).

Theriou and Chatzoglou (2008) have argued that Human Resource Management (HRM)
practices should not be dismissed as they are complementary and necessary to improve
sales performance. These practices have been widely cited and acknowledged in the
literature. For example, the practice of performance-related pay is often mentioned
alongside organisational performance. This includes a wide range of financial incentives.
The increase in HRM practices is also influenced by the undergoing transformation of the
sales role in the organisation and the new requirements on how sales effectiveness is
achieved (Cravens, 2007).

This is not surprising considering Bussin and Grigoriadis’ (2007) observation that, most
organisations are finding it more difficult to objectively distinguish between high sales
performers and under-achievers has had implications for determining the appropriate
levels of remuneration. Therefore, the interdependence of HRM and Sales in the modern

sales organisation is becoming more popular for determining individual sales performance.

In automotive retail in South Africa the majority of retail brands adopt a multi-franchise
format - often referred to as “mega dealer” (Cap Gemini, 2009). This type of retail format
has a number of vehicle brands housed under one roof. The purpose is often two-fold: to
absorb the fixed costs of the smaller brands into the more profitable brands, and to attempt
to cater for various customer preferences for vehicles and price options. Moreover, sales
organisations are coming under pressure from customers who have higher demand for

more superior value in seller and buyer interactions (Cravens, 2007).
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One attempt direct or control a salesperson’s level of interest in selling the brand is the
Original Equipment Manufacture’s (OEM) offer of incentives at the dealership level by
encouraging sales through units. This increases scale and reduces the cost of production
per unit for OEM as this has a cascading effect on how incentives are meant to drive sales
performance: the incentives impact on the product and sales mix, which in turn affect the

sales volumes where greater incentives are offered.

As stated earlier, despite some hard measures of sales performance being in place, the
construct of sales performance is not free of elements of subjectivity. In automotive retail
trade offs are made in incentive structures, especially considering the different car brands
and the varying degrees of popularity each brand may have. Another possible fact to
consider is the amount of leverage an individual sales person is likely to offer as a
discount; this may be driven by the incentives offered by OEM or by desperation to

achieve the minimum sales target to qualify for the financial incentive scheme.

In addition the different pricing points of each brand and derivatives can impact greatly on
the kind of performance a salesperson can achieve. The varying incentives that eventually
cascade down from the OEM and then to salesperson level introduce subjectivity to what
seems to be very strong measures. Van der Merwe et al., (2009) have argued that varying
levels of financial incentives and other rewards (such as holidays) offered in automotive
retail significantly influence the salesperson’s performance.

2.2.2. The tension between financial incentives and intrinsic motivation

The introduction of financial incentives in this context has implications for the motivation
(intrinsic) of salespeople and, as described, impacts on behaviour. In some instances, it
influences the sales mix of products/services sold on the sales floor. Although it has been
argued that the distinction between high-performers and under-achievers is not as clear as
explicit outcomes, it is the contention of this study that an individual's sales performance
cannot be measured accurately without taking into account the mitigating circumstances

that financial incentives may introduce to the performance.
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Ozimec and Lisanin (2011) have argued that one cannot understand performance in sales
contexts unless it is recognised that success is premised by three variables: namely,
attracting great sales people, retaining them, and developing them further. They contend
that the financial incentives make up part of the issue on performance, and that a holistic
view towards incentives and performance is required in business (Ozimec & Lisanin,
2011). They have argued further, that focusing only on financial rewards to leverage
performance offers limited prospects in most companies (Ozimec & Lisanin, 2011).

The automotive retail sector has high staff turnover rates among managers and
salespeople. In understanding sales performance, therefore, one has to consider how
sales organisations retain and keep salespeople highly motivated for real performance and
effectiveness. Then after these staff turnover rates are included as part of the opportunity
and re-employment costs for new candidates, one might reconsider the usual view on
performance metrics - to see individual and corporate performance as part of the same
continuum, rather than separately.

Therefore, the ability for executives to put together a compelling employee value
proposition for salespeople to remain motivated and customer-centric is crucial for
increasing sales performance. However, as cautioned by some researchers, the current
understanding of how to increase individual sales performance is often limited to only
“moving metal” or moving product (Hodge & Schachter, 2006). Such a motive may lead to
a high staff turnover which not only increases labour costs significantly for automotive
retailers but erodes profit margins. Therefore, to drive performance further, managers and
executives need to revisit the notion of performance regularly by looking at staff turnover
as part of sales performance.

2.2.3. Noise in the system

Gibbons (1999, pp.123) has argued that a key part of incentivising salespeople is what he

calls “subjective assessments”. He contends that there is an element of personal decision-

making on the part of the principal in determining the incentive paid to the agent for the

performance required. Armstrong, Brown and Reilly (2011) have indicated that part of the
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subjective nature is due to a reliance on anecdotal evidence by managers and poor
monitoring controls. The noise that is being referred to is the lack of subjectivity in most

sales performance metrics.

Often the interests of the managers and salespeople are interdependent and this can lead
to manipulation of measurement metrics to earn incentives for themselves. Therefore,
there is a greater need to have better qualitative and quantitative measurements with
sufficient oversight to ensure that financial incentives are not being manipulated by
salespeople and managers for their own benefit. Rynes, Gerhart and Minette (2004) have
argued that noise is the result of our inability to be truthful about the importance of money

and its potential motivational value.

This again raises the subjective nature of the performance measures and calls into
question whether performance of the manager and the salesperson can be objectively
measured or is this variable subject to manipulation? Evans, McFarland, Dietz and
Jaramillo (2012) have argued that sales performance is more about reducing sales
variance in the organisation. This aim, they have contended, accomplishes more for the
firm that just focusing on typical metrics studied by other researchers. They have further
defined and identified a number of key areas that they consider critical for sales
effectiveness and performance. They have contended that competent salespeople are
able to marshal resources internally for the customer’s benefit, by processing requests
faster (Evans et al., 2012). Furthermore, they argue that creativity, the ability to identify
new opportunities, and solving complex customer problems in novel ways are also
necessary to define performance (Evans et al., 2012). Achieving sales targets, therefore,
is a limited measurement if it does not relate to ensuring customer interactions are ethical
and that managers create an “ethically positive” environment that supports performance
(Evans et al., 2012).

This approach to defining sales performance contrasts sharply with other definitions which,
in general, have narrowly defined organisational performance around financial metrics
such as increasing revenues, contribution towards profits, and growing market shares

(Canales & Kuster, 2010; Berry, 1986). This is only valid, however, if one wants to
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consider a sustainable, long-term view of the successful sales firm for holistic approaches
that address the complex nature of performance that, in Bussin and Grigoriadis’ (2007)
view, make it difficult to identify superior performance from the mediocre to reward
accordingly.

Performance and new knowledge creation is fast becoming a key component of value
creation for the company. Simply stated both are a necessary component for sales
performance (Verbeke et al., 2011). This creates new expectations for salespeople; to not
only excel in buyer and seller engagements but to also be able to maintain high levels of
motivation (Khan, Riaz, Bashir, Iftekar, & Khattak, 2011).

Khan et al’s., (2011) study has highlighted two very important issues around performance.
Firstly, they have indicated that stress in the workplace - particularly in relation to
salespeople - leads to lower employee commitment, and this leads to loss of motivation
which, in turn, leads to negative job satisfaction. Coutu (2006) has offered three more
views on why salespeople are likely to be stressed. Firstly, has argued that they are likely
to be rejected 90% of the time in all customer interactions; secondly, driven essentially by
“the thrill of the chase”, they are likely to be highly strung and under pressure; and thirdly,
that higher levels of commitment towards the organisation can lead to stress - which

hampers performance.

Another argument is that a higher level of commitment towards the organisation can lead
to stress, and by implication, this hampers performance. (Khan et al., 2011). These two
factors — commitment and stress - highlight why salespeople need a greater degree of
adaptability and should accept role ambiguity as a feature of their environment (Khan et
al.,, 2011; Verbeke et al., 2011). However, this requires a salesperson to maintain high
levels of motivation (Matsumura & Kobayashi, 2008) which, in turn, requires more robust

measures to assess individual sales performance.

Clearly, increased performance involves not only financial incentives, but also an
environment that supports and encourages higher levels of motivation. If we are to

advance our understanding of performance, then relegating the study to only “noisy”
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measurements such as sales and profit margins is limited as performance depends on
many extraneous influences. While, the buyer and seller interaction plays a large role in
determining sales and profitability in automotive retail, the salesperson needs to be more
adept and possess more skills than ever before to achieve greater sales performance.
This really argues for a more resilient salesperson who is highly motivated both
extrinsically and intrinsically.

2.3 The motivational dimension of individual sales performance

There are numerous approaches discussed in the literature regarding motivation and
performance. This section is aimed at producing a summary of the four major theories

around motivation:

o motivational approaches
J central evaluation theory
o behavioural approaches
o expectancy theorists approaches (the Principal and Agency theory)

2.3.1. Motivational approaches

Matsumura and Kobayashi (2008),using Hackman and Oldman’s framework, have also
argued that increasing motivation in organisations is critical to performance (see Table 2
below for a detailed explanation of the variable). They explicitly refer to intrinsic motivation
and have argued that increased motivational potential up-lifts intrinsic motivation utility
potential (Hackman & Oldham, 1976 as cited in Matsumura & Kobayashi, 2008).

Motivational Potential Scale = (Skill variety + Task identity + Task significance) X
Autonomy X Feedback. The Table lists some of the constructs that make up the motivation
potential scale which, it is argued, make up one’s intrinsic motivation. Another motivational
factor is the salesperson’s ability to achieve their sales target (Oosthuisen, 2008).
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Table 2: Motivational potential scale
Attributes Definition

Skill variety The degree to which a job requires a variety of tasks
to carry out work.

Task identity The degree to which a job requires completion of a
whole and identifiable piece of work.

Task significance The significant impact a job has on the lives of other
people.
Autonomy The degree to which a job provides an individual

substantial freedom, independence and discretion in
scheduling work and determining the procedures to
be used in accomplishing the job.

Feedback Relates to the ability an individual can obtain direct
and clear information about the effectiveness of his
or her performance.

Source: Matsumura & Kobayashi (2008) Are increased costs worth paying to raise non-monetary utility?
Analysis of intrinsic motivation and fringe benefits, pp. 708.

2.3.2. The central evaluation theory (CET)

Deci (1972) and Deci, Ryan and Koestner’s (2001) central evaluation theory (CET) has
argued that intrinsic motivation is underpinned by an inherent need to be autonomous and
competent. They assert that intrinsic motivation is self-determination and human volition
which, in essence, energises and sustains a person through activities to produce
spontaneous satisfaction. Others have argued that IM (intrinsic motivation) is our desire for
competence and the need to challenge ourselves through various tasks (Weibel, Rost &
Osterloh, 2010: Milne, 2007; Cameron 2001). They have stated that contingent rewards
undermine the salesperson’s self-determination, and they contend that incentives have a
controlling aspect to them, as indicated by other researchers (Matsumura & Kobayashi,
2008; Bussin & Grigoriadis; 2007).

Deci et al., (2001), have also argued that the stronger the controlling effects of the
contingent reward, the more detrimental they are to intrinsic motivation and the more likely
they are to have conflicting effects. They further contend that the approach used to
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administer rewards impacts performance fundamentally, and if the control aspects of
contingent incentives on salesperson’s behaviour are not moderated they ultimately
produced poor outcomes.

Fleming has argued that if rewards measure only outcomes, then it is bound to encourage
and cultivate self-interest amongst sales people and managers (Fleming, 2011). Others
have argued that incentives destroy the motivation to perform tasks and may lead to
hoarding of knowledge and therefore by offering incentives to sales people it is likely to
encourage poor performance (Milne, 2007; Weibel et al., 2009; George & Sabapathy,
2011).

Deci et al.,, (2001) have argued that incentives undermine the feedback mechanism
relating to performance as the Matsumura and Kobayashi (2008) motivational scale
schema has articulated. Feedback on performance becomes distorted by the introduction
of extrinsic financial rewards, since the performer judges’ performance on achievement

and attainment of the reward.

A summary of the major themes around the CET, are that first intrinsic motivation is key to
human performance, as it infuses us with energy. These researches argue that if extrinsic
rewards are introduced into the sales setting they are likely to erode our self-determination
and introduce an element of self interest that is detrimental to performance. Others have
argued that incentives undermine the role of our own internal motivation to deliver at our
best and this ultimately leads to poor performance. Many of the proponents of CET argue
that it is important to cultivate a higher level of inner motivation (intrinsic motivation) rather

than introduce financial incentives who have negative implications for performance overall.

2.3.3. Behavioural approaches

Herzberg (1968) has argued that the performance dimension is enhanced by

understanding the distinction between motivation and ‘hygiene factors’. These, he argues,

are necessary and impact on our level of satisfaction.. Herzberg (1968) has also argued

that there is a distinction between being satisfied and being motivated. Could financial
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rewards be misunderstood as part of the slew of hygiene factors and have nothing to do
with our ability to remain motivated? Below is a list of hygiene factors considered
necessary to satisfy but not necessarily likely to motivate:

J fringe benefits
o human relations training
o job participation.

Weibel et al., (2010) have also presented a contrasting view from the CET and argued
that from a behavioural perspective, contingent rewards increase performance
independent of any task involved. The conclusion is that rewards have a positive impact
on non-interesting tasks, and the implication is that to direct sales staff towards a particular
behavioural outcome especially around non-interesting task, incentives may have a
positive effect.

Milne (2007) has argued that incentives are neither good nor bad but she has contended
that they can have negative risks which can be managed. She has concluded that an
unintended downside to financial incentives is that they reward incorrect behaviour — such
as cheating - which the designer meant to discourage in the first place.(Milne, 2007; Nazir,
Shah & Zaman, 2012). The very nature of incentives is that they contain a component of
self-interest for the salesperson, but if the sale outcomes are poorly defined it is likely to
encourage negative behaviour. Fleming (2011) attributes the Enron financial scandal and
many others to incentives that had poorly designed outcomes and has argued that this is

due to the erosion of intrinsic motivation.

Therefore, the role of manager as the catalyst becomes very important as their role is to
choose the types of incentives that ultimately lead to optimal performance. Behaviourists
have asserted that incentives can direct behaviour. This is problematic if one considers
that modern workers want more autonomy in the work place, and consider themselves to

be an integral part of the critical success factor of the organisation.

23



&
&
w UNIVERSITEIT VAN PRETORIA
& UNIVERSITY OF PRETORIA
Yu
b 4

[}
NIBESITHI YA PRETORIA

Such an approach to performance undermines the central construct of intrinsic motivation
that requires one to constantly perform. Furthermore, as suggested by arguments earlier;
the role of the salesperson has become more than that of a messenger, and rather one
that controls and shapes customer interactions - a key deciding factor in company
performance. As such the salesperson is required to have greater autonomy and a wider
range of skills. Therefore, Herzberg’s list of hygiene factors on the modern sales floor
takes on a new importance by becoming a predictor of success rather than the issue of
performance (Herzberg, 1968).

2.3.4. The principal / agency approach

The principal and agency approach argues the agent’s performance is driven by self-
interest and the principal is challenged to design incentives that will motivate the agent
towards his own interests (Roberts, 2010; Gibbons, 1999). Gibbons (1999) has advanced
the idea that because of the agent’s self-interest, the desired outcomes of the principal will
always be subverted resulting in agents only making decisions to serve their own
incentives. This results in driving performance in a top-down manner in the organisation
which requires “machinery that will minimise the miscommunication down in the shop floor

and that this machine is both costly and imperfect” (Posner, 2010, pp, 5).

Roberts (2010) has stated that such machinery in the internal organisation firstly requires
the principal to bring the market back into the firm, by using monetary incentives. As
Gibbons (1999) has argued there is variance between their goals and the agent’s
interests. Furthermore, the measures of performance in the organisation often are weak,

and do not accurately reflect the agent’s efforts (Roberts, 2010).

Posner (2010) argues that as the organisation increases in size and complexity, it
becomes necessary for more levels of supervision — that is, to have supervisors of other
supervisors. This enhances the noisy-measure effect and control is actually weakened,
despite increased layers of supervisors. As a result, the loss of information increases
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which contributes to the misalignment of incentives due to the company’s poor correlation
of agents’ output and value to the organisation. (Posner, 2010).

Posner (2010) further argues that this increases transaction costs (needed to pay more
incentives) to keep intrinsic motivation at high levels.. This is unsustainable as it then leads
to more noise in the measurements and undermines performance. More importantly, this
results in weaker reward structures that are heavily reliant on monetary incentives to drive

divergent principal/agent outcomes (Posner, 2010; Roberts, 2010).

Deci et al., (1999) have argued that if there are more noticeable control aspects of
rewards, they undermine intrinsic motivation as this, they argue, reduces the autonomy of
the salesperson. Although there is a need to recognise that increased autonomy and
competence is an important aspect to effective individual performance and therefore
corporate performance, this study recognises also that the presence of any incentives will
inadvertently reinforce negative feedback.

The agency approach to performance is concerned with driving salespeople towards the
principal’s outcomes. It fails to recognise the advanced role that sales managers and
salespeople play in the information-intensive modern sales floor. The challenge is to
create an environment where all stakeholders’ interests are aligned and met without the
residual effects of negative and persistent feedback.

2.4. Automotive retail

2.4.1. Introduction

The literature on automotive retail in South Africa has focused on component
manufacturers, after-sales service, and the Motor Industry Development Plan (MIDP) with
very little attention given to the retail aspects of the industry. This section aims to explore
some themes of the retail aspects relevant to incentives. The themes are listed below as:
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(i) the automotive retail context;
(i) the impact of the globalised economy on automotive retail; and

(iii) the formation of new distribution channels by disintegration and consolidation

2.4.2. The automotive retail context

The automotive retail sector has been transforming since the 1980s from a “discrete set of
nationalities” into a truly global industry (Sturgeon, Memedovic, Van Biesebroeck, &
Gereffi, 2009).The retail environment is complex and has three primary stakeholders:
manufacturers, dealers and consumers (Samkange, 2009).

A hybrid distribution system is employed (see Figure 4). This distribution model is also
typical for pre-owned and new cars. Samkange (2009) has argued that this system for
automotive retail can result in customer frustration and some channel conflicts. The
manufacturer plays a key role in setting the agenda since sales unit targets are dealt with
at the manufacturer level first then disseminated to the dealer. This, as Samkange (2009)
has argued, is one potential sources of channel conflict.

Roberts (2010), has also argued it will result in noisy measurements and will require the
incentives to be weak in order to address what he calls the “principal/agent disagreement”
in which the control is heavily weighted towards manufacturers. Automotive retailers
become tied to the incentives and this, as Roberts (2010) and Posner (2010) have shown,
will result in the agent (dealer/salesperson) making decisions to maximise their incentives
to the detriment of the principal (manufacturer). Deci et al (1999) have argued, reduce IM
(intrinsic motivation?) for the salesperson because the performance feedback of the
salesperson and manager is dependent on achieving manufacturer targets only.

Another component to consider here is that the competence of the dealer, and by
implication that of the salesperson, is heavily premised on the financial incentives offered
by the manufacturer. Thus, as Deci et al., (1999) would argue, competence is dictated by
the manufacturer’s incentives rather than the salesperson’s motivation to sell cars.
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2.4.3. The impact of the global economy on automotive retail

The sales trend has seen new vehicle production double from 33 million units to 73 million
units produced in 2007, these figure. This has meant that the competitive landscape has
seen a proliferation of more models and derivatives than ever before. In South Africa
there are currently 64 car brands and 1 940 derivatives (TransUnion Auto Trends, 2012;
Tay, 2003).

Tay (2003) has argued that the competitive landscape is being transformed by eastern
automotive car makers such as Hyundai, Kia and Tata. This can be seen in their rise as
global brands and the beginning of the erosion of the market share of well-known
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European established brands (see Figure 5). Further, South Africa has been
characterised as a country with severe skills shortages and one that has battled to keep its
knowledge-based workforce from being poached by other countries (Kerr-Phillips &
Thomas, 2009).

It has been argued that this proliferation of brands requires a better understanding of
competition, buying preferences, and how to increase customer loyalty. This has increased
the speed at which the industry has become consolidated, and has had a dual impact on
the retail environment. At first the trend reduced the number of retail outlets to focus on
generating more sales units out of a few dealerships (Flynn & Senter, 2010). Secondly,
the trend developed further when manufacturer outsourced distribution, all components of
retail, customer service, and after-sales responsibilities to the dealer group (Samkange,
2009, Flynn & Senter, 2010).

Incentives, as Bussin and Grigoriadis (2007) have shown, are intended to reward superior
performance, drive business results, and improve employee motivation. However, with
increased competition for new and used retail sales, there is a greater need to have
stronger goal congruency between the intermediaries and the manufacturer. Financial
incentives have become the moderator, but as Roberts (2010) has argued, they tend to be
weak and provide poorer outcomes. Deci et al., (1999) have argued that this undermines
the competence of the dealer and therefore the salesperson - ultimately reducing interest
in the task as the incentives offered become the only way to keep interest. A counter-
argument has been offered by Cameron (2001: pp 41), who asserts that rewards in the

sales context can produce positive, negative or no effects on intrinsic motivation.

2.4.4. The formation of new distribution channels by disintegration and
consolidation

Flynn and Senter (2010) have argued that consolidation in the automotive retail space will

increase at a more rapid pace. In the US particularly, there has been a dramatic reduction

in the number of automotive retail outlets from 48 000 to 18 460. The trend has been to

close down marginal dealers and brands and establish superstores. In South Africa this
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has resulted in multi-franchised and multi-branded retail outlets (Flynn and Senter, 2010:
Samkange, 2009).

The rise of mega-automotive retailers is intended to decrease operating costs while
increasing sales volumes and progressively reducing retail margins (Flynn and Senter,
2010). In addition, these researchers have argued that there is evidence of intra-brand
competition within the same dealership due to more Asian vehicle brands emerging and
expanding operations - contributing further to the significant erosion of margins (Sturgen et
al, 2009; Flynn & Senter, 2010).

In summary, dealerships and by implication salespeople and manager are influenced by
vehicle manufacturers whose agenda is often about reducing production costs. The
manufacturer uses a range of incentives to influence sales volumes, this has a greater
impact on the sales activities at the dealership floor. These incentives also have an
influence at individual sales performance, because it often determines what the sales mix
and what products are prioritized by sales managers and people.

One of these changes has been the rapid pace the industry has been consolidating, the
introduction of the mega-dealership and the development of the internet as a sales
channel. The multifranchise format is retail format where a number of brands are sold in
one dealership to minimise operating costs and protect less popular brands. This system
has been argues, assist is to cater for various customer preferences but also to protect

dealer margins.
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Figure 5: Automotive brands by ranking
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3. Chapter summary

The results of the various studies reviewed in the literature are mixed. The relationship
between individual sales performance and financial incentives are, at best, poorly aligned.
The literature suggests that, despite being a weak link, heavy reliance is placed on
financial incentives to drive sales performance in the automotive retail industry.

Some academics have argued that to make the connection between financial incentives
and performance stronger, a broader consultative approach is necessary between those
who receive incentives and those who design them (Van der Merwe et al,, 2009; Roberts,
2010).

Sales performance in retail sales tends to be focused on the following variables and

metrics. The measures typically cited are as follows:
J unit sales / Net volume
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o profit margins

J share of market

J customer satisfaction

o cost / Control ratios (Bussin, 2011, Berry, 1986)

However, it this study considers that the complex sales context in which most automotive
retailers operate requires more robust measures in order to increase sales performance.
This means an assessment not only of the sales performance outcome, but a
consideration of the softer issues defined as the behavioural variables. These behavioural

variables are summarised in the research as:

J motivation
J aptitude
J personal factors (Cravens, 2007; Sharma, Levy & Evanschitzky, 2007)

This study focuses on the role of motivation, particularly the role of intrinsic motivation on
individual sales performance, and suggests that intrinsic motivation has components
universally applicable to the automotive retail sales context and is a necessity for
performance. Further, financial incentives are designed not only to advance individual
sales performance and also organisational performance. Financial incentives, it is argued,
have some motivational qualities built into them and have the potential to increase sales
performance. Financial incentives (extrinsic rewards) as argued in the study are comprised
of bonuses, commissions and other such payments towards the achievement of sales
targets in automotive retail. Intrinsic rewards, on the other hands are intangible, and
include intrinsic motivation, praise and recognition. These are argued to be more enduring,
cost effective and have the potential to increase sales performance without any negative
effects on individual sales performance.

This necessitates an exploration of motivational approaches, and an understanding of the
central evaluation theory. However, it has been argued that there are some limits to how
far the incentives can keep salespeople interested in the task, or for that matter motivated
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beyond the achievement of the incentive(s). The literature has also shown that the
automotive retailers in South Africa suffer from an abnormally high staff turnover, and sKill
shortages at management and salesperson level.

The literature has argued that further changes in the automotive retail industry in South
Africa will have an impact on salespeople’s performance in the new multi-franchise
dealerships The multi-franchise format, which offers a number brands under one roof to
reduce operating costs and better cater to customer preferences has made the retailing
environment more focused on cost management, and increased the need for both the
sales manager and organisation to ensure intrinsic motivation of the salesperson and
managers is high. This study also argues that intrinsic motivation may be a cost effective
measure against high staff turnover in the automotive retail in South Africa.
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CHAPTER 3

3. Research Propositions

A brief review of the literature has lead to the formulation of the research questions below:

3.1. Research Proposition one

There is a positive relationship between financial incentives and sales performance

outcomes.

3.2. Research Proposition two

There is a positive relationship between intrinsic motivation and individual sales

performance.

3.3. Research Proposition three

Financial incentives have a stronger relationship with sales performance outcomes than

intrinsic motivational factors.
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CHAPTER 4

4.1. Basis for Quantitative Research

The literature review had demonstrated that although a number of studies have been
conducted on motivation and sales performance, none have been conducted in automotive
retail context. The objective of the research was to identify the impact financial incentives
had on an individual’s sales performance. Second to understand the role intrinsic
motivational factors had on individual sales performance. Last also explore whether
financial incentives or intrinsic motivation had a stronger effect on sales performance

outcomes than intrinsic motivational factors.

In determining intrinsic motivational (IM) factors, we used the dominant theory in the
literature (Deci et al, 2001, Matsumura & Kobayashi 2008). The IM factors we tested were
based on a motivational scale developed by Matsumura & Kobayashi (2008) and we
tested the following constructs which we considered relevant and applicable in automotive
retail and South Africa’s sales context:

o Autonomy
J Feedback
o Task significance

4.2. Methodology

The research was quantitative study to explore aspects of the topic in an empirical
manner. The choice of the design was to allow for better understanding of the factors and
variables that influence the outcome The survey research method was the primary design
of the research The use of a survey allowed for a numeric description of any trends,
attitudes and opinions within the population by collecting data from a random sample
within the population (Creswell, 2009).
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The research was a cross-sectional study based on a snapshot (3 months view) of the
sample of sales managers and people in automotive retail, as stated earlier the automotive
retail sector is characterised by high staff turnover in both managers and sales executives
it was not be feasible to conduct a longer longitudinal study.

The survey was self-administered one to ensure that anonymity of the respondents is
maintained, also to ensure that the research was cost effective and also the respondents
are in various provinces within the South Africa (Zikmund et al, 2009). A survey with
twenty questions using the literature review, using a seven point Likert scale was

designed. The survey was distributed on-line through survey monkey.

4.3. Universe / Population

The universe for the study was a subsidiary the Imperial Group automotive division and
Distributorships, which was Associated Motor Holdings Retail division ( a subsidiary of the
AMH Group Limited). Its primary source of business was to sell and repair imported
vehicles into southern Africa.

4.3. Unit of analysis

The unit of analysis chosen was the sales performance and intrinsic motivation of
salespeople and managers working in an automotive retail group in South Africa. They
were chosen for their involvement sales and their constant dealings with frontline
customers and also the amount of exposure to sales with automotive retail. These
managers were based in seven of the nine provinces in South Africa (only Northern Cape
and North West were not part of the study) as the organisation did not have any
dealerships in those provinces.
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4.4. Sampling design

Random sampling was defined as ‘simplest form of probability sampling (Blumberg,
Cooper & Schindler, 2008).The total population of sales people and managers in AMH
Retail were 375, spread out across 7 provinces in South Africa, excluding the Northern
Cape and North West. The sample was drawn out of salespeople and managers who were
employed for at least three months in the AMH Group, a South African automotive retailer.

To ensure that the sample was random the survey was sent to more than 375 email
addresses in the AMH Group for those managers and salespeople who were interested in
participating. The sales managers and people are a convenient and non probability sample
because of the amount of time and budget available for the study. We excluded sales
managers and salespeople that have been with the organisation for less than 3 months.

4.5. Survey Outline and design

An online questionnaire was distributed with a covering letter stating why the research was
being conducted via Survey Monkey. Further the confidentiality and right to anonymity of
the participants was emphasised. The distribution method was chosen because it was low-
cost and effectiveness, and allowed for data to be collected fairly quickly. One of the
disadvantages of this type of survey collection method was that the response rate could be
lower and therefore may have made it harder to infer the results to the rest of the
population.

Another consideration in the choice of the methods was that a fair number of the target
populations were not based in Gauteng, therefore email and an online survey was the
most optimal use of time and resources. Further the organisation we collected data from
had a very wide network of branches and with amount of time available it would
implausible to collect the data in time.
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4.6 Data Processing and Analysis

4.6.1 Data cleaning

A total of 156 electronic questionnaires were submitted back to the researcher out of a 375
surveys sent electronically, the response rate was 41%. 29 of the respondents that
completed the survey questionnaire did not answer any of the questions related to their
sales performance. These questionnaires could not be used in any further analysis and
were therefore deleted from the data set. The results in this chapter reflect the analyses
done on the 127 respondents whose questionnaire only had minimal missing values.

The responses on all the items were rated on a seven point Likert rating and then
converted into percentages. Four factor scores were calculated according to the statistical
validation results. An aggregated intrinsic motivation score were calculated by averaging
all the factor scores of the Autonomy, Task significance and Feedback factors.

The constructs tested in the survey were derived from other existing research (Matsumura
& Kobayashi, 2008, de Winnaar, 2008, Thumbran, 2010, Louw & Associates, 2012). The
reliability and validity analysis for the survey was undertaken that the results are consistent
with the research questions. To ensure that the results were valid and reliable we used the
survey model as our guide (Czaja & Blair, 2005, pp, 64).

4.6.2 Data analysis

4.6.2.1 Quantitative data analysis

The quantitative data analysis included the following:

Descriptive statistics included the factors in a sample and measures from the sample
data (Pallant, 2010). Frequency analysis was used describe the sample by means of
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descriptors such as counts and percentages and means. Reliability analysis was also used
to measure for internal consistency, was the Cronbach alpha scale coefficient.

A good indicator of internal consistency was indicated by higher Cronbach coefficient that
is one above 0.7 (Blumberg et al 2008). Cronbach alpha reliability coefficients were
conducted based on the factor analysis results. The Cronbach alpha of the constructs
should have be at least 0, 7 or higher (Pallant, 2010).

Factor analysis was conducted to confirm the constructs’ validity of the scales in the
survey instrument that was used. The 34 questions that related to Task Significance,
Autonomy, Feedback and Financial Incentives were used in the factor analysis. These
questions were rated on seven point rating scale. The Principal Component Analysis
extraction technique was used, because the primary purpose was to identify and compute
composite coping scores for the factors underlying the questionnaire.

The principal component analysis provided Eigen values which helped with the
interpretation of the results. The Kaisers Criterion was used to interpret the data, which
retained factors with Eigen values above one. Orthogonal Rotation that kept factors
independent and unrelated during the factor analysis were utilized. The Varimax
orthogonal rotation method was used as it renders more interpretable clusters of factors
(Field, 2009). Factor loading scores were utilized to determine the structure of variables
and factors.

Inferential statistics to ensure that the sample was diverse and could be generalised
across the population the sample was divided into four equal quartiles. Second the sales
performance metrics were kept apart and not aggregated. This was done to ensure that
they could be ranked and respondents were allocated into three performance groups;
Below average, Average and Above average. The survey had asked the respondents to

rate their performance across three sales metrics over a financial quarter (3 months):
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e Customer satisfaction achieved (CSl)

Table 3: Performance groups

Sale performance metrics Below Average Average Above average
Units More than 2 poor | 2 months  with | 2 or more months of
months average above average
performance performance
Gross profit More than 2 poor | 2 months  with | 2 or more months of
months average above average
performance performance
Customer satisfaction (CSl) More than 2 poor | 2 months  with | 2 or more months of
months average above average
performance performance

Inferential statistics were also used to interpret and analyse the results. Descriptive

statistics were used to identify the basic characteristics of that data. In order to answer the

research questions the following statistical methods were used:

e Correlation analysis using a Cramer’s V to look at the association between nominal

variables (Diamantopoulos & Schlegelmilch, 2000).

e Frequency analysis was used to determine the composition of the sample

e The various responses to the survey questions were added to factor scores, these

scores were determined during validation of the study.

e To explore the relationship between the variables (constructs and biographical

variables) a CHAID-analysis was used

e Cross tabulations with a Chi-square analysis
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4.7 Research Limitations

Due to the nature of this study, including time constraints, various limitations were been

identified. These included:

A limited sample of the population within the AMH Group was surveyed and excluded
other automotive groups. Only Sales managers and sales people were allowed to
participate in the study, excluding Service advisors and Parts Sales people in the Service
workshop who are involved in sales as well but on a limited basis. The management of
AMH Retail have expressed that they would be unable to provide for the purpose of the
research project any additional secondary data available regarding individual sales

executives performance and commission scheme they employ.

Data was collected using survey in order to limit the amount of detail and complexity
involved. The amount of time available was also a key constraint to conducting a more
detailed study. The study was not able to account for all the external variables involved in
explaining individual performance. Brief lists of external variables identified are listed
below:

Table 4: Extraneous variables in measuring performance

Extraneous variables

Performance of the economy

Location of dealership

Marketing activities related to sales

Motor vehicle brand

Sales training offered

Customer vehicle brand preferences
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CHAPTER 5

5.1. Introduction

Chapter five contains the results of the research conducted on topic. The descriptive
statistics presented are those relevant from the results of the respondents. The results
from other analyses conducted are also presented with commentary; more detail analysis
will be done in Chapter 6, the discussion of the results.

5.1.1. Summary of the data clean up

A total of 156 electronic questionnaires were submitted back to the researcher out of a 375
surveys sent electronically, the response rate was 41%. 29 of the respondents that
completed the survey questionnaire did not answer any of the questions related to their
sales performance. These questionnaires could not be used in any further analysis and
were therefore deleted from the data set. The results in this chapter reflect the analyses

done on the 127 respondents whose questionnaire only had minimal missing values.
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5.2. Sample composition

Figure 6: Respondents by gender

Gender

mFemale mMale

The results show that the sample is dominated by males (83%) and made up of a small
sample of females (17%). This is representative as a sample for the motor industry.

Figure 7: Respondents by age

Age
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The majority (59.1%) of the respondents are between the ages 25 and 45. A small sample
of the respondents (3.1%) are over 65 years of age. The rest of the respondents were
between the ages 18-25 (15%) and 45-55 (18.9%). There is a good distribution of the ages
across all the relevant categories.

Figure 8: Respondents by race

Race
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The majority of the respondents were white (74%) with a small percentage of non white
respondents making up the remainder of the 24%.
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Figure 9: Respondents by academic qualification

Highest academic qualification

3% 4%

H Degree HEDiploma @ High school ®PostgraduateDegree

More than two thirds (66%) of the respondents have high school qualifications, 27% of the
respondents have more than a high school qualification.

Figure 10: Respondents by job title

Job title
70.0
60.0
50.0
40.0
30.0
20.0 15.0 11.0
o L[ . ||
General Sales Sales Seles Sales Sales Selling  Senior
Sales Cadet ExecutiveExecutive Manager Manager Sales Sales
Manager (Internet) [New) (Used) Manager Executive
W Jobtitle

The majority of the sample was made up of sales executives (59.1%) and although we
have made a distinction between Sales cadets (these are salespeople in training). Internet
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and Senior sales executives (are salespeople who have been in the role longer than 12
months) they perform the same sales role with little variation. The total percentage of
respondents who are therefore employed as Sales Executives is 74%.

Another significant part of the sample was made up of Sales Managers. Again a distinction
was made between used and new but their job responsibilities are the same and therefore,
in total, the sample is made up of 20.5% Sales Managers. Sales Managers are middle
managers who manage a brand (Kia, Hyundai) etc and their involvement is limited to sales
and supervision of sales executive. General sales managers (5.5%) are manage a branch

which might have a sales manager or a selling sales manager

Figure 11: Respondents by work experience

Work experience

1%

WMO0—1 month B2 months @2 months M6 —12 moths B More than 12 months
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The results show that 61% of the respondents have been employed for more than 12
months. 24% of the remaining respondents have been employed for more than 6 months
to a year.

Figure 12: Respondents by region where they worked

In which Region do you work?

F00 35.4 34.6
35.0

30.0
25.0
20.0
15.0
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Of the respondents surveyed 35.4% of the respondents work in Gauteng and 34.6% of the
respondents are based in the Western Cape. 10.2% of the respondents are from Kwa-Zulu
Natal, 7.9% are from Limpopo and Mpumalanga respectively. Lastly, the remainder of the
respondents work in Eastern Cape (3.9%).
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Figure 13: Respondents by brand of vehicle sold

Vehicle brand sold
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31.5% of the respondents sell Kia, which is to be expected as the Kia brand has the most
dealerships within the AMH Retail network. 22.8% accounts for Used vehicles, and is the
second largest brand in the AMH retail network, while 16.5% sell Renault. A relatively
small number of the respondents sell Hyundai (9.4%), with 8.7% selling Tata, and the rest
of the respondents selling Chery, Foton, Daihatsu and Other (11.1%).

5.3. Validation of the survey Instrument

5.3 .1. Factor Analysis

Factor analysis was conducted to confirm the construct validity of the scales in the survey
instrument that was used. The 34 questions that related to Task Significance, Autonomy,
Feedback and Financial Incentives were used in the factor analysis. These questions were
rated on seven point rating scale. The Principal Component Analysis extraction technique
was used, because the primary purpose was to identify and compute composite coping
scores for the factors underlying the questionnaire.
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Principal Component Analysis provided Eigen values which helped with the interpretation
of the results. In order to ensure that the instrument used in the survey was reliable and
measuring constructs consistent with other research we used a criteria of Eigen values
higher than 1. The Kaisers Criterion was used to interpret the data, which retains factors
with Eigen values above one. Orthogonal Rotation that kept factors independent and
unrelated during the factor analysis was utilized. The Factor loading scores were utilized to
determine the structure of variables and factors.

Table 5: Factor score with Eigen values

Factor Rotation  Sums of Squared
Initial Eigen values Loadings
% of | Cumulative % of
Total Variance | % Total Variance | Cumulative %
1 14.221 41.827 41.827 7.794 | 22.924 22.924
2 5.272 15.506 57.333 7.466 | 21.960 44.884
3 2.286 6.723 64.056 3.533 | 10.392 55.277
4 1.749 5.144 69.199 3.316 | 9.752 65.029
5 1.233 3.625 72.825 1.155 | 3.397 68.426
6 .998 2.936 75.761

The table above (Table 5) indicates that there were five factors with Eigen values above
one which exceeds the Kaiser criterion. The Rotated Factor Matrix revealed a simple but
strong factor solution and illustrates the loading of items on the various factors. The factor
solution indicated a very strong first factor, with ten items that had a loading above .5. All
ten items clearly relate to the construct Feedback. All of these items were initially included
in the questionnaire to measure this construct and the factor analysis confirms that they
indeed constitute a factor.

The second factor is also very strong. Eleven items load strongly (factor loadings above .5)
on the second factor. All the items clearly relate to Financial Incentives. The loadings on
the third and fourth factors are more complex. The four questions that were initially
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included in the questionnaire to measure Autonomy loaded very strongly onto the third
factor (loadings >0.6) and it was decided to retain these four questions as the third factor
Autonomy. The fourth factor also had strong loadings and this factor clearly related to Task
Significance.

Questions 15, 16, 17 and 23 had complex factor loadings. These questions were originally
included to measure Task Significance and it was decided that these four questions will be
retained under the Task Significance factor. The reliability analyses results had revealed
that the inclusion of these factors would not have a negative effect on the reliability of the
Task Significance factor.

5.3.2. Item Reliability Results

The most used measure for internal consistency is the Cronbach alpha scale coefficient. A
good indicator of internal consistency is indicated by higher Cronbach coefficient, ideally
this should he above 0.7 (Blumberg et al 2008). Cronbach alpha reliability coefficients
were conducted based on the factor analysis results. Tables (6-9) to show the reliability
results for the four constructs; feedback, autonomy, task significance and financial
incentives. The Cronbach alpha of the constructs should be at least 0, 7 or higher (
Pallant, 2010).
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Cronbach's Alpha

N of Items

.876

4

Item-Total Statistics

Scale Corrected Cronbach's

Scale Mean if | Variance if | ltem-Total Alpha if Iltem
Item Deleted Item Deleted Correlation Deleted

Q11 | am allowed to make decisions, | 16.15 20.587 .689 .859

which enable me to perform

effectively within sales

Q12 Existing policy and procedures | 16.45 18.572 .740 .838

allow me leeway to “go the extra mile”

to satisfy customers

Q13 | have the resources available to | 16.58 17.908 712 .852

do my work well

Q14 Enough authority is delegated to | 16.39 17.930 .803 .813

me in my Dealership
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Table 7: Feedback alpha scale

Cronbach's Alpha N of Items

.966 10

Scale Mean if | Scale Variance | Corrected Item- | Cronbach's Alpha
Item Deleted if ltem Deleted Total Correlation if Item Deleted

Q1 Communication with my manager is | 51.29 148.944 .782 .965
open and honest

Q2 | am given the opportunity to express | 51.69 147.802 .719 .967
my viewpoint
Q3 Communication | receive from my | 51.82 144.498 .785 .965

Manager about my performance is timely

Q4 Communication | receive from my | 51.50 145.708 .861 .962
Manager about my performance is useful

to me

Q5 Communication | receive from my | 51.74 143.151 .888 .961

Manager about my performance is
consistent over time

Q6 Communication | receive from my | 51.82 141.400 .857 .962
Manager about my performance is

complete

Q7 The feedback | get from my manager | 51.77 140.088 .929 .960

guides me towards personal growth and
development

Q8 | get regular input from my manager | 51.93 139.259 .870 .962
about how my work performance will be

assessed

Q9 My manager provides valuable | 51.85 138.940 911 .960

feedback that allows me to improve my
sales performance

Q10 The feedback my manager provides | 51.85 139.964 .863 .962
me inspires me to achieve my sales
objectives
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Table 8: Task significance alpha scale

Cronbach's Alpha N of Items
.885 9
Item-Total
Statistics
Scale Corrected Cronbach's
Scale Mean if | Variance if | ltem-Total Alpha if Iltem
Item Deleted Item Deleted Correlation Deleted
Q15 | get a sense of accomplishment | 49.18 57.901 .680 .868
from my work
Q16 My work makes full use of my | 49.51 56.529 .655 .872
knowledge and abilities
Q17 | feel that | am employed in the | 49.49 56.953 .607 .877
position for which | am best suited
Q18 | feel satisfaction when selling a | 48.42 65.720 .587 .878
car to a customer
Q19 | feel satisfied when my | 48.26 67.172 613 .879
customers are happy with the level of
service | provide
Q20 | feel my work adds value to the | 48.54 61.695 .684 .869
organisation
Q21 My customer value the effort | | 48.62 62.924 .639 .873
put into my work
Q22 My line manager values my | 49.00 57.956 724 .864
contribution to the organisation
Q23 | feel that the Executive team | 49.27 57.322 .684 .868
value the effort | put in.
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Table 9: Financial incentives alpha scale

Cronbach's Alpha N of Items

.950 11

Item-Total Statistics

Cronbach's
Corrected ltem- | Alpha if

Scale Mean if | Scale Variance | Total Item

Item Deleted if ltem Deleted | Correlation Deleted
Q24 Financial incentives give me a | 53.74 209.645 .603 .951
reason to work beyond my job
requirements.
Q25 Financial incentives in my | 54.43 195.857 .813 .944
Dealership are competitive.
Q26 My financial incentives are | 54.33 202.693 .732 .947
achievable
Q27 Financial incentives mean that my | 53.81 206.746 .642 .950
good work is being recognized and
rewarded.
Q28 Financial incentives in my | 54.41 198.369 .819 .944
Dealership are fair.
Q29 The Financial incentives result in | 54.07 202.722 .768 .946
a meaningful pay outcome.
Q30 There is a clear link between how | 54.26 199.836 .785 .945
well | perform and the financial
incentives | receive.
Q31 The Financial incentives at my | 54.40 197.257 .824 .943
Dealership cause me to perform above
average.
Q32 The financial incentive is receive | 54.64 197.059 .861 .942
are creative.
Q33 The financial incentives | earn | 54.23 197.211 .844 .943
create value for me.
Q34 The financial incentives | | 54.02 202.156 .838 .943
participate in are easy to understand.
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1.1. Research Proposition one

e Financial incentives have a stronger relationship with sales performance outcomes

than intrinsic motivational factors.

Table 10: Financial incentives

PERFORMANCE PERFORMANCE PERFORMANCE
GROUP - UNITS GROUP - GP GROUP - CSI
Spearman's rho FINANCIAL Correlation -.003 112 .015
INCENTIVES Coefficient
Sig. (1-tailed) 487 112 438
N 126 119 116

**. Correlation is significant at the 0.01 level (1-tailed).

5.4.1. Summary of the results

The spearman correlation coefficient between financial incentives construct and the
performance sales performance criteria used (Units sold, Gross Profit margin and
Customer service satisfaction) as shown in Table 10 showed no statistically results that
were significant at least .004 or higher.

The correlation coefficient between the three sales performance data correlated to the
financial incentive had the following coefficient (-0, 003, .112 and .015) respectively.
Figure 14, shows the distribution of the raw score of all the respondents around financial
incentives. The mean of all the responses show a mean of 73 (53%) out of 126
respondents. To introduce more variation into the data set, the cases were divided into
four equal quartiles

There is a relationship between financial incentives and the vehicle brand you sell, as
indicated by the CHAID analysis (Appendix A). The analysis indicated that salespersons
who sell the following vehicle brands are likely to perform better with the presence of
financial incentives particularly when it comes to one of the sales performance related to

the units’ sold.
54



A&

UNIVERSITEIT VAN PRETORIA
UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA
Denkaiors + Looding Minds + Dikgopala fia Dinialef

A 4

o Tata

J Used cars
J Foton

J Renault

This was done with all the biographical variables which were deemed to be extraneous of
the sales performance. The biographical details used to conduct the analysis included
race, brand, gender and also amount of sales experience against the performance groups
and sales data based on units

Figure 14: Financial incentives histogram
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1.2. Research Proposition two

e There is a positive relationship between intrinsic motivation and individual sales

performance.

Table 11: Intrinsic motivation correlation

PERFORMANCE PERFORMANCE PERFORMANCE
GROUP - UNITS GROUP - GP GROUP - CSI
Spearman's  INTRINSIC Correlation | .023 S 118 % .0483%
rho MOTIVATION  Coefficient
Sig.  (1- | .399 .099 305
tailed)
N 127 120 117

**. Correlation is significant at the 0.01 level (1-tailed).

5.5.1. Summary of the results

The spearman correlation coefficient between performance groups based and intrinsic
motivational factors shown in Table 11 showed no statistically significant results that were
significant at least .004 or higher.

The correlation coefficient between the three sales performance data correlated to the
intrinsic motivation had the following coefficient r= -.233 and n =127, r=.118 and n= 120
and r=.048, n= 117 respectively.

Figure 15, shows the distribution of the raw score of all the respondents around intrinsic
motivation. The mean of all the responses show a mean of 80,01% out of 127
respondents. The high mean scores indicate that the respondents consider themselves to
be generally motivated.



A&

UNIVERSITEIT VAN PRETORIA
UNIVERSITY OF PRETORIA
YUNIBESITHI YA PRETORIA

Figure 15: Intrinsic motivation histogram
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5.6. Research Proposition three

e There is a stronger relationship between financial incentives and sales performance
outcomes than there are between intrinsic motivation and sales performance

outcomes.
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Table 12: Financial incentives and intrinsic motivation

PERFORMANCE PERFORMANCE PERFORMANCE
GROUP - UNITS GROUP - GP GROUP - CSI
Spearman's rho FINANCIAL Correlation | -.003 <A A5 S
INCENTIVES Coefficient
Sig. (1- | 487 112 438
tailed)
N 126 119 116
INTRINSIC Correlation |.023 & 1189 L ¢
MOTIVATION  Coefficient
Sig. (1- | .399 .099 305
tailed)
N 127 120 117

5.6.1. Summary of the results

The spearman correlation coefficient between performance groups and the two

independent variables, financial incentives and intrinsic motivational factors shown in

Table 12 showed there was no correlation between the sales performance data and the

two independent variables.

For financial incentives r=-.003, n=126, r=.112and n=119and r= .015and n = 116 for

units sold, gross profit achieved and customer satisfaction. For financial incentives r =
.023, n =127, r=.118 and n = 120 and r = .048 and n = 117 for units sold, gross profit
achieved and customer satisfaction.
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5.7. Summary of other significant results

Table 13: Race - *Performance groups by -units

Chi-Square Tests

Asymp. Sig.
Value df (2-sided)
Pearson Chi-Square 22.779% 10 .012
Likelihood Ratio 26.721 10 .003
Linear-by-Linear Association 1.817 1 178
N of Valid Cases 127

14 cells (77.8%) have expected count less than 5. The minimum expected count is .28.

A Chi-square test for race and sales performance by units indicated a weak association
between race the sales performance based on units, n= 127 and phi = .01

Table 14: *Performance groups by gross profit

Value df Asymp. Sig. (2-sided)
Pearson Chi-Square 41.707% 10 .000
Likelihood Ratio 27.298 10 .002
Linear-by-Linear 491 1 483
Association
N of Valid Cases 120

a. 12 cells (66.7%) have expected count less than 5. The minimum expected count is .07.

A Chi-square test for race and sales performance by gross profits indicated no significant

association between race the sales performance based on gross profit, n = 120 and phi =

.000.
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Table 15: *Performance groups by — gross profit

Asymp.  Sig.
Value df (2-sided)
Pearson Chi-Square 225212 8 .004
Likelihood Ratio 18.788 8 .016
Linear-by-Linear 15.008 1 .000
Association
N of Valid Cases 120

a. 10 cells (66.7%) have expected count less than 5. The minimum expected count is .07.

A Chi-square test for experience / tenure in the sales role and sales performance by gross
profits indicated a weak association between race the sales performance based on gross
profit, n = 120 and phi = .004.

Table 16: Brand *Performance groups by — units

Chi-Square Tests

Value df Asymp. Sig. (2-sided)
Pearson Chi-Square 6.220° 10 .796
Likelihood Ratio 6.823 10 .742
Linear-by-Linear .029 1 .864
Association
N of Valid Cases 117

A Chi-square test for brand and sales performance by units indicated a weak association
between race the sales performance based on units, n = 117 and phi = .796.
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Table 17: Brand *Performance group by — CSI
Chi-Square Tests

Asymp.  Sig.
Value df (2-sided)
Pearson Chi-Square 39.329% 16 .001
Likelihood Ratio 45.852 16 .000
Linear-by-Linear Association 3.343 1 .068
N of Valid Cases 117

a. 18 cells (66.7%) have expected count less than 5. The minimum expected count is .15.

A Chi-square test for brand and sales performance by customer satisfaction (CSI)
indicated a weak association between race the sales performance based on customer
satisfaction, n = 117 and phi = .796.

5.8. Summary

In this chapter we presented and discussed the results for the study. The results on the
descriptive statistics were presented and analysed and then the reliability statistics for the
instruments were then presented and analysed. Last the results from the research the
three research questions were presented along with some of the other significant results
from the study. In the following chapter these results will be discussed and linked to the
reviewed literature in order to integrate this into a framework for understanding the

relationship between financial incentives and intrinsic motivation on sales performance.
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CHAPTER 6

6.1. Introduction

This chapter will discuss and interpret the results obtained in Chapter 5 from the
responses received and the statistical analysis received from the surveys.

6.2. Research question one

The overall results from Chapter 5 show that financial incentives play little no role in
influencing individual sales performance in salespeople or managers in our study. There
are no results that show any significance of the relationship from the correlation analysis.
Van der Merwe et al (2009) have argued that in order to strengthen sales performance it is
essential that the design of the financial incentives needs to be more consultative. George
and Sabapathy (2011) argue that financial incentives as extrinsic motivators have short
term effects on overall motivation. Could this explain the lack of increased sales
performance in the study?

The study has found that most salespeople who participated were not only happy with the
structure of the incentives but also considered them to be attainable. Rynes et al (2004)
argue that there is a general mis-reporting between surveys of financial incentives and
employee behaviours. Their results from the frequency distribution indicate a high level of
alignment between the design if the incentives and their fairness; however we do not note
any significantly high level of performance across the sample. This has some support from
the literature, Cameron (2001) has argued that the presence of financial incentives may

have positive, negative or no effects on sales performance.
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6.2.1 Performance group - units

The one predictor of significant sales performance seems to be related to the brand of
vehicle the salesperson sells. Particularly with the less established brands such as Used
cars, Foton, Daihatsu. They are less established because they have smaller
representation in the South African market and in AMH Retail in particular Renault and
Tata. When one looks at what leads to better sales performance between the performance
groups based on the number of units sold. 40,1% of the top performers are found in Chery,
Kia and Hyundai. These are considered to be well established brands and popular with
customers (see Figure 5).

In comparison the most underperformance (60%, n = 41) is found in what might be
considered as less popular brands. Further only 15%, n = 10 of the salespeople in this
category performed better because of the presence of financial incentives. Despite the
presence of financial incentives their numbers of salespeople who are performing above
average make a small number in comparison to those who sold the more popular brands.

Further we found that the length of experience in the dealership environment was also
impacted sales performance. Amongst salespeople and managers who have been
employed for 6 month to a year, those who performed above average and just average
was more than 82%, n = 46. The vehicle brands’ where the sales performance is stronger
is made of very popular brands, as noted above. The strength of the brand and sufficient
sales experience seems to generate more robust performance than only the mere

presence of financial incentives.

Bussin & Grigoriadis (2007) argued that in their study amongst middle managers the
presence of financial incentives impacted the performance and motivation in the
organisation. The inference one can make is that the presence of financial incentives
explains little of the sales performance. The popularity of the brand also makes it
significantly easier to deliver superior sales results. We can infer that this implies that
significant effort has been expended on marketing spend.
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Nienaber (2008) offers another potential explanation that has not been taken into account
in the study; other researchers have assumed that all salespeople and managers are
similar in how they prefer to be incentivised. She postulates that different personality type
respond to different personality types have unique preferences towards a reward mix.

6.2.2. Performance group — gross profit

Another measure we included in sales performance was gross profit, another of the
classical hard measures (Berry, 1986). Analysis of the performance groups based on
gross profit, based on a sample size, n = 120 (Figure 13) shows that better sales
performance is driven by the length of experience. 47 respondents who have less than 12
months and less sales experience are just marginal performance, with none showing any

significant sales performance.

Those with more than 12 months sales experience show a more varied trend, with m 83
respondents, 84%, n = 62 of them being average performers and a small sample, n = 8,
11% as above average sales performers. The trend around this performance groups
indicates that most of the sales people and managers (n = 101) deliver an average
performance on gross profit.

The manufacturer’s incentives encourage more unit volumes at the expense of gross profit
margins (Senter & Flynn, 2010). With the focus on unit volumes to ensure economies of
scale. This relationship is evident that the industry globally has been consolidating and the

rise of the mega dealer or in our context the multi franchise are on the increase.

6.2.3. Performance group — customer satisfaction (CSlI)

Hodge and Schachter (2006) argue that a customer-centric view to sales as opposed to
pushing your products at all costs is the key to superior sales performance. The results of
the correlation analysis show that despite the presence of financial incentives the sales
performance data based on customer satisfaction is not significant. 126 of the respondents
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(n = 126) indicated that not only were the incentives fair, but also attainable. As indicated
by the histogram (Figure 14), the mean of the aggregated scores were higher than 70%.
The respondents have indicated that they were happy with their financial incentives.

The CHAID analysis (Appendix C) also show that out of 117 respondents, 67% of the
respondents indicated that their customer satisfaction scores were average or worse. This
further analysis by brand, which as we indicated earlier seems to account for the majority
of the sales performance a number of trends emerge. First Kia, Hyundai and Mitsubishi,
which we have shown are popular and well established in the market, which made up 43%
(n = 51 of the whole sample indicate that more than 70% of the respondents were
performing poorly or just average despite financial incentives and being incentivised to

deliver superior customer service to customers.

This contrasts with Renault, is a popular and well established brand, it is only 16,2% of
the performance group, more than 78% of the respondents indicated that they were
delivering more than average customer experience to customers. Renault’s salespeople
performed poorly in units (Appendix C) but the analysis shows that they outperform their
Kia and Hyundai counterparts by delivering above average customer service. The variance
in performance between the two groups can be explained by the two differences in
approaches used by both OEMs on the use of financial incentives. Kia, Hyundai and
Mitsubishi base a more than two thirds of the incentives on units’ sales.

Renault in contrast uses a balanced approach with a strong focus on customer service
(CSI) and unit sales to incentivise dealership which drives a higher customer centric
orientation than the other brands explored. Until recently the focus has been
predominately on units sold and gross profit, CSI made up a small part of the incentive
except for Renault. Most automotive retailers build attempt to build a stronger link towards
CSI and sales. In this study despite the emphasis on this, our data indicates that this has
not been successfully implemented. CSlI still lags the other sales performance metrics and
it is likely that the primary focus of the salespeople and managers is to sell cars and less
about providing customer service that is above average.
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Second the analysis shows that the longer the salespeople / manager has been employed
it seems likely that they are going to provide above average customer service. It’s
important to comment that Renault is a fairly small part of the overall sample (16%, n =
19).

6.3. Research question two

Matsumura and Kobayashi (2008) argue that an increase in intrinsic motivation leads to an
increase in performance. We anticipated seeing higher sales performance scores when
intrinsic motivational factors were high. The correlation showed no significant statistical
results against an aggregated intrinsic motivational score (autonomy, feedback and task
significance) based on the motivational scale by Matsumura and Kobayashi (2008).

The level intrinsic motivation scores based on the histogram (Figure 15) indicated that the
majority of the 127 respondents with a mean score of 80% were highly motivated.
However the sales performance data across all three metrics shows that overall most
salespeople were under performing on units, gross profit and customer satisfaction.
Appendix A shows that out of 127 respondents, more than 70% of the overall sample are

performing below average or mediocre in terms of units.

In terms of gross profit, n = 120, less than 7% are delivering more than average gross
profit. In contrast more than 80% (n = 112) are performing poorly or just on average. Even
those who have been in the role for more than twelve months experience 11% (n = 8) of
the respondents are generating gross profit margin that are superior. This is despite the
fact that most of the respondents had indicated that they were motivated.

In terms of customer service, only 32% (n = 38) were performing better than average. The
remainder of the respondents, n = 79 (67%) indicated that they were delivering poor to
average customer service. Despite the high levels of motivation, we cannot see any
significant change in the sales performance across the various sales performance metrics
measured through the instrument. This seems consistent with other studies conducted on
salespeople and managers in South Africa.
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Oosthuisen (2008) found that intrinsic motivation was third on the list, personal goals set
by the salesperson and income they received ranked higher than intrinsic motivational
factors. This might suggest that salespeople in Southern Africa are more concerned about
other things than motivation. As Oosthuisen (2008) has indicated earning an income for
salespeople and managers may be a higher priority than feeling motivated. It might also
suggest that the associations with motivation might be considered to be short-term against
the certainty of earning a living to support a family.

Deci et al (2001) argue that feedback on performance is distorted by the presence of
financial incentives. Could this explain the lack of increased sales performance in our
sample? Overall, higher than anticipated scores on feedback, autonomy and task
significance yet not significantly high sales performance.

High staff turnover is common in automotive retail; in the sample more than 60% of the
respondents have been employed for more than 12 months. In the absence of any
significant sales performance one might expect to see those two variables to play a
significant role in explain the lack of symmetry in the results. However the results
presented in Chapter 5 indicate that this relationship does not exist in our study.

6.4. Research question three

The literature has argued that the presence of financial incentives has a stronger influence
on sales performance than intrinsic motivation. Our correlation analysis results show that
financial incentives have no or little effect on sales performance. However the CHAID
analysis (Appendix A) indicates that in some of the brands financial incentives impact on
sales performance although to a limited extent we would argue.

The results indicate that despite the literature arguing that there is tension between
financial incentives and intrinsic motivation the study has not found any evidence that the
two exist together but are affected by other externalities such as, the state of the economy,
the power of the brand and other such variables.
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Roberts (2010) has argued that when sale measurements for performance are noisy then
it is appropriate to have weak incentives as moderators. Second we have argued that with
the consolidation occurring in the automotive retail industry in South African, this has lead
to some difficulties in quantifying appropriate sales measurements. Last we have argued
that the traditional sales measurements are a poor at accounting for the variation currently
present in the system. The lack of any significant correlation in relationship between

financial incentives and sales performance is indicative of this reality.

There is evident tension and misalignment between financial incentives the business
results expected. For a start the types of incentives offered by OEMs often have
unintended consequences on sales performance on the dealership floor. The OEM’s focus
is grow market share, gain scale through increased sales volumes and therefore offer
incentives in line with that. However the sales manager’s paradigm requires him to not

only balance the OEMs requirements and the ever increasing voice of the customer.

Hodge and Schachter (2006) argue that we have transcended past product and solution
selling, they contend that to become a success the salesperson needs to be more aware
of the customer’s needs more than ever before. Our results on customer satisfaction (CSl)
indicate that across ten brands sold across AMH, only one is performing better than
average, Renault. Although this makes 16% of the overall sample, Renault as an OEM has
the most integrated approach to sales performance. The results on CSI are the strongest
in our sample than in other brands.

6.5. Summary of the Chapter

The chapter provided a detailed discussion on the findings presented in chapter five about
the role of financial incentives and intrinsic motivation on sales performance in automotive
retail. The study had postulated that the presence of financial incentives had a positive
impact on individual sales performance of salespeople and managers, but found no
significant results to indicate a relationship. Instead we found that brand played a
significant role in sales performance in terms of units, gross profit and to a limited extent
on customer satisfaction.
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Regarding research question two, the results also showed no significant results between
the relationship intrinsic motivational factors and sales performance. We noted higher
levels of intrinsic motivation across most of the respondents but no noticeable increase in
sale performance metrics. In fact across the well established brands such as Kia, Hyundai
and Mitsubishi, the level of customer satisfaction was at best poor amongst a high
proportion of the sample. We had argued that intrinsic motivation was an antecedent to
superior sales performance, however our results cannot confirm that and showed no

significant result to support that argument.

Last regarding research question three, the study could not find any significant results as
to whether financial incentives have a much stronger relationship on sales performance
than intrinsic motivation. The role of brand however seems to be a better predictor of sales
performance on units than any of the two constructs identified. We noticed a weak
relationship between financial incentives and some of the less popular brands (Used cars,
Renault and Tata).

This chapter presented a detailed discussion on the findings of the research whilst also
attempting to achieve the objectives of the study in answering the research questions.
With regards to the topic ‘the role of sales incentives on individual performance in the
automotive retail industry”, we can state that there are no significant results between
financial incentives. Further we could not find any significant results with regards to
intrinsic motivation and sales performance as well. It can be stated that the role of the
vehicle brand has more significance on sales performance. The study also found that the
vehicle brand sold has an influence on sales performance of salespeople and managers.
Further that certain motor vehicle brands also produce higher CSI experiences for
customers than some of the ones’ included in the study.

The study has uncovered a number of extraneous variables that require further
investigation, these include the role of race, brand, length of service in the automotive
retail industry, in order for mangers to further understand how to increase sales

performance. It is clear that the relationship between the sales performance metrics
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identified and influencing variable such as intrinsic motivation are not linear but the
relationships are complex and require further investigation.
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CHAPTER 7

7.1. Introduction

Effective sales management and performance are important for all organisations.
Understanding what makes this key department work and the variables that affect it as
well has been a key area of research for managers and executives. Pink (2009) and
Irlenbusch and Slikwa (2005) have argued that businesses do not understands what really
motivates their employees. They have argued that the businesses do not understand what
is required to motivate employees effectively.

Understanding how to incentivise and motivate salespeople in the automotive retail sector
has taken a more prominent role. These relationships are important to automotive retailer
because of its importance first as a leading economy indicator in the South African
economy. Second, with the emergence of mega-dealerships emerging in order to keep
operating expenses from eroding profit margins (Flynn and Senter, 2010).

It has become more important to find more resilient and cost effective methods to keep
sales staff performing more optimally. There have been other arguments offered about
why incentives and motivation (intrinsic motivation) are important, one of the reasons
offered is the ability to retain sales staff at all costs. Last there is no agreement in the
literature about the role of financial incentives and their impact on sales performance and

also the role of intrinsic motivation as an antecedent to sales performance.

The objective of the research was to determine the relationship between financial
incentives offered and individual sales performance. Further we wanted to determine the
relationship between intrinsic motivational factors and individual sales performance. Last
to also determine which whether financial incentives had a stronger influence on sales

performance than intrinsic motivational factors.

The dichotomy between sales performance and strong reliance on financial incentives

experienced in South African dealership floors needed further research to be understood.
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Ulrich and Ulrich (2012) assert that it is now more important for business managers to not
only appeal to their employees heads but their hearts as well. Some of the literature
explored has suggested that relationship between superior performance is linear and fairly
uncomplicated. The purpose of the study was to understand these relationships and offer
insights in line with South African automotive retail sector.

7.2. Discussion of results

7.2.1. Research question one

The first research question had postulated that the presence of financial incentives had a
positive impact on individual sales performance of salespeople and managers. The study
found no significant results to indicate a relationship. Instead we found that brand played a
significant role in sales performance in terms of units, gross profit and to a limited extent
on customer satisfaction. The role of the vehicle brand had been acknowledged as a
extraneous variable, its presence in predicting sales performance may require further

investigation.

7.2.2. Research question two

Regarding research question two, the results also showed no significant results between
intrinsic motivational factors and the individual salesperson’s performance. The study
noted higher levels of intrinsic motivation across most of the respondents but no noticeable
increase in sale performance metrics. In fact across the well established brands such as
Kia, Hyundai and Mitsubishi, the level of customer satisfaction was at best average
amongst a high proportion of the sample. Research question had postulated that intrinsic
motivation was an antecedent to superior sales performance, however our results cannot

confirm that and showed no significant result to support that argument.
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7.2.3. Research question three

Last regarding research question three, the study could not find any significant results as
to whether financial incentives have a much stronger relationship on sales performance
than intrinsic motivation. The role of brand however seems to be a better predictor of sales
performance on units, it had been assigned as an extraneous variable. Further there was a
weak relationship between financial incentives and some of the less popular brands (Used
cars, Renault and Tata).

In summary, despite the regular use of financial incentives in automotive retail, the study
could not find any significant results. Second the role of motivation as an antecedent to
sales performance had been implied, this was also not the case in the study, and no

significant results were uncovered.

What has emerged from the study however was that the role of the vehicle brand had a far
stronger predictable effect on sales performance than had been anticipated? The other
measures of sales performance (unit sales and gross profit) are still important overall, the
study had argued that customer satisfaction (CSl) needs to become much more prominent

as a measure.

7.3. Managerial implications

The research has indicated that financial incentives have widespread use in the
automotive retail as well as other sales contexts. Financial incentives make up a suite of
extrinsic motivators that have gained widespread use and preference. However to keep
sales staff motivated the use of financial incentives needs to be used sparingly. To drive
more sales performance there is a need to use intrinsic motivators, i.e. non- financial
motivators (recognition, praise and constructive feedback) these have been argued to
have more lasting effects and not known to impact performance negatively.

Sales staff retention is a function of motivated sales staff with clearly defined outcomes /
measurable. Roberts (2010) has argued that weak incentives are necessary if the
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outcomes are not clear. It is important that sales metrics articulate clearly what that
organisation is about and that incentives are focused on helping achieve its goals. There is
a great deal of work automotive retailers can do in this space to ensure that there is
congruency between OEM incentives and those offered on the showroom floor. The better
the alignment, then the incentives can be used to reward appropriately.

The role of OEM incentives and vehicle brand play a bigger role in determining sales
performance. The relationship between the OEM and the automotive groups are often not
aligned. The OEM wants to drive unit sales and the automotive retailer wants to meet units
sales as well as strong growth in margins (gross profit). These two outcomes are not
mutually exclusive but part of the same continuum; the missing link has been to help the
salesperson focus on delivering a superior customer experience rather than try to ‘move

metal at all costs.

Stronger brands such as Kia and Hyundai have mainly focused on units sold and
neglected customer service, and this was evident in the self-assessment by the
salespeople and manager in the survey, most ranked poorly in delivering CSI. Sales
performance is intricately linked to customer satisfaction, and alignment between the OEM
and dealerships in terms of how to deliver value for the customer will result in higher
individual sales growth. For developing brands such as Tata, Used and Chery the use of
incentives the research has indicated are necessary but this should be appropriate and
aligned to delivering superior customer experiences.

7.4. Areas of further research

Further research is needed that will include the after sales (workshop and parts)
departments who are also engaged in sales activities in the dealership. The current
research project excluded those departments. Another area of research that warrants
more investigation would be to conduct a study and include other vehicle groups (CMH,
Imperial Automotive, Bidvest and potential other bigger independent groups), this might
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shed some light about whether the current finding of this study can be generalised to those
motor groups.

The management of AMH Group had indicated that they would not make any additional
secondary data available for the purposes of the research. Using secondary sales data,
further research should be conducted to determining whether salespeople’s and
manager’s perceptions about financial incentives and intrinsic motivational factors using

actual sales performance are consistent with these findings.

Finally some of the variables that were identified as extraneous variables such as (vehicle
brand, marketing activities related to sales and location of the dealership), appear to have
an effect on sales performance. Further research using these variable along with sales
performance metrics could help automotive retailers understand the role of financial

incentives and how the implement these programs.
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Appendix A: CHAID analysis of *Performance groups based on units
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Appendix B: CHAID analysis of *Performance groups based on gross profit margin
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Appendix C: CHAID analysis of *Performance groups based on customer satisfaction index (CSl)
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Appendix D: Consent letter and Survey

1. The role of sales incentives on individual performance in the automotive

You hawve been sslected to participate in & research project. The research will be submitted in partial fulfillment of the
requirements for the degree of Master of Business Administration being completed at the Gordon Institute of
Business Science (GIBS), University of Pretoria.

The survey is completely confidential and the data will only be used as part of this ressarch. Your participation is
confidential and amonymous, no names will be asked in the survey.

The topic for research is:
The mole of sales incentives on individual performance in the automotive retail industry.

The objective of the research was to identify the impact financial incentives have on individual's sales performance.
Second to understand the role intrinsic motivational factors have on individual sales performance in the automotive
retail sector.

our participation is highly appreciated and should you require amy further information you can contact Percival
Dikobe on +27 83 453 5523, Percivali@centogyn._co_za or percivald@amhgroup. net
Supervisor: Paul Shaw

*¥1, Part 1
Demographic Section

To help us determine whether specific groups of employees have different opinions,
you are reguested to provide some background information. Please cross out one

number for each of the following guestions.

1. What is your gender?

Female 1 © Maez

* 2, 2, What is your age?
18251
25-352
35453
45554
S5-ES5

#E56
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* 3, 3. What is your race?
Aslan 1
Black 2
Coloured 3
Indlan 4
White 5

Ciher &

4, 4, Your highest level of education
Diegree 1
Diptoma 2
Highi school 3
Frimary school 4

Postgratuats dagres S

* 5, 5. Job Title
eneral Sales Manager 1
Sakes Cadet
Sales Executive 3
Sales Execufve (Intemat) 4
Sales Manager (Mew) 5
Sales Manager {Lised) &
Salling Sales Manager 7

‘Fenlor Sakes Execuiive B

* 6, 6. How many months have you been employed in this position?
0— 1 monih 1
2 months 2
3 months 3
& — 12 moths 4

More than 12 months 5
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* 7. 7. In which Region do you work?
Eastern Cape 1
Zauteng 2
Ewa-Zulu Matal 3
Limpoipo 4
Mpumalanga 5

\Wesiem Cape 6

* 8. 8. What brand of vehicles do you sell?
Chery 1
Dalhatsu 2
FAM 3
Fodon 4
Hyundal 5
Kla 6
Miisublshl 7
Renault 8
Ssangyong 9
Tata 10
L= 11

Other 12
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2. Part 2: Intrinsic motivational factors

The purpose of this section is to determine your level of intrinsic motivation. The section is divided into three sub-
sections: Feedback, Autocnomy and Task significance.

Using a 7 point scale, 1 (Strongly disagree) and 7 (Strong agree), rate your own responses io the following
statements.

1. Feedback

5.1 Communication with mmy
manager Is open and hanest
9.2 | am given the
opportunity 1o eXpress my
viewpoint

5.3 Communication |
recelve from my Manager
about my performance ks
timaly

5.4 Communication |
recelve from my Manager
ahout my performance Is
u=aful to me

5.5 Communication |
recelve from my Manager
ahout my perfomance Is
consisient ower dme

8.6 Commurication |
recelve from my Manager
aopat my performance ks
complete

8.7 The feedoack | get from
miy manager guides me
towards personal growth and
gevelopment

8.8 | get requiar Input from
my marager about haw my
Work perormancs will be
ARz

0.0 My manager providas
vauabie Teedoack that
allows me 1o Improve my
5ales pertommance

5.10 The feedback my

manager prowkdes me
Ingpires me 1o achieve my
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2. Autonomy

10.1 1 am allowed to make
pacisions, which enabie me
to parfom effactivaly within
salog

10.2 Existing policy and

procedurss allow me lesway
1o “go the extra mile” to
5allsTy customens

10.3 I hawa the resiunces
avallable to do my work well

10.4 Encugh authority Is
gelegated to me In my
Deaiership

3, Task Significance

Using a 7 point scale, 1 (Strongly disagree) and 7 (Strong agree), rate your own
responses to the following statements,
1 2 3 4 -]

11.1 I get a sensa of
accomplishment from my
Work

11.2 My work makes full use
of my knowledge and
abilities

11.3 1 fized that | am
employed In tha poeition for
whizh | am bes? suted

11.4 | Tesl satisfaction when
selling a car 1o 3 cusiomer

11.5 I Tesl satisfiad whan my
customers are happy with
the hevel of service | proviga

11.5 | Teal my work adds
value to the organisation

11.7 My customer valus the
effort | put Into my work
11.3 My line manages

values my contribution to
the organisation

11.9 | f2sd that the
Exacuiive team value the
efMort | put In.

-1
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3. Part 3: Sales performance

1. 33, How many units did you sell in April 20127
0- 3 units 1
4 — T units 2
§—12 units 3
12 - 20 units 4

More than 21 unlis 5

2. 34. How many units did you sell in May 20127
0- 3 units 1
4-Tunits 2
§— 12 s 3
12— 20 urits 4

More than 21 unhts 5

3. 35. How many units did you sell in June 20127
O- 3 wnits 1
4 — T units 2
g§— 12 units 3
12 — 20 units 4

More than 21 unhts 5

4, 36. What was the Gross profit margin percentage you achieved in April 20127
O—-3%1
E—EB%2
9-12%3

Miore than 13% 4

5. 37. What was the Gross profit margin percentage you achieved in May 20127
0—5%1
E—EB%2
9—-12%3

Miore than 13% 4
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6. 38. What was the Gross profit margin percentage you achieved in June 20127
D—-5%1
6—-8%2
9—12%3

More than 13% 4

T. 39, What was the Customer Satisfaction (C51) ,level you achieved in April 2012?
S0 — 60% 1
T —80% 2
G0 —90% 3

o9 —100% 4

8. 40, What was the Customer Satisfaction (C5l) ,level you achieved in May 20127
S0 —60% 1
70— 80°% 2
50— 90% 3

o0 —100% 4

9, 41. What was the Customer Satisfaction (CS1) ,level you achieved in June 20127
S0 —60% 1
70— 80°% 2
B0i—90% 3

o9 —100% 4
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4_ Part 4: Financial Incentives

Using a 7 point scale, 1 (Strongly disagres) and 7 (Strong agree), rate your own responses o the following
statements.

1. Part 4: Financial Incentives
1 2 3 4 5 a

=l

1. Financial incentives give
me a reason b work beyond
miy job requirements.

2. Financlal incentives in my
Diealership are competitive.

3. My financial Incantives ; ] ¥ * o @
are achievable

4. Firancial Incentivas : ’ : - ¢
mean that my good work 15

t=ing recogrized and

rewarted.

2. Fimanclal incentives in my
Diealsrsnip are far.

E. The Financial Incentives
resuit In a meaningful pay
putcome.

T. There Is @ ciear link
betwesn how well | perform
and the financial Incentives
| regeive.

E. The Financial Incentives H o i + ] #
at my Dealership causs me
o perfom aoove average.
5. The financial Incantive Is
recelva ans creative.

10. The financlal Incentives
| eam create value for me.

11. The financlal Incentivas

| participate In are easy 1o
undierstand.
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