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ABSTRACT 

The use of non-monetary incent ives  (i.e. contests, recognition, 

conventions etc.) is a common practice i n  sales  management. Despite the 

widespread use of these incentives,  we have l i t t l e  knowledge regarding t h e i r  

effectiveness. Further, t he  ex is t ing  research focuses on the  employee 

salesperson, ignoring the  increasingly common independent salesperson. 

Therefore t h i s  study seeks to  determine the  perceived motivational 

effectiveness of var ious non-monetary incent ives  i n  the  l i f e  insurance 

industry and t o  determine whether any differences ex i s t  between employee 

and independent salespeople i n  t h i s  regard. 

A given incent ive is generally made up of a number of different  

dimensions. For example, most include a recognition element, a prize element, 

and a competition element (or the  bas is  f o r  g iv ing  the  award). Therefore, 
- 

the  problem is a multi-attribute decision. A common method f o r  analyzing - 

problems of t h i s  type i n  marketing is Conjoint Analysis. Another technique 

fo r  analyzing t h i s  type of problem is the Analytic Hierarchy Procedure (AHP). 

Because AHP is relat ively new, a great  deal of controversy ex i s t s  regarding 

its val idi ty .  In  par t icular ,  many believe t h a t  Conventional AHP is not a 

va l id  technique and have suggested modifications (such as Linking Pin AHP) 

t o  the  method. This study uses Conjoint Analysis, Conventional AHP, and 

Linking Pin AHP, to  examine the  same question t o  determine whether the  

c r i t i c i sms  of Conventional AHP a re  va l id  and whether Linking Pin AHP is an 

improvement. 

; The major conclusions from t h i s  study a re  t h a t  sales  and product 

t r a in ing  a re  perceived to  be highly motivational and t h a t  employees view 



most of the incentives to have a higher motivational ability than do 

independents. Also, Conventional AHP is found to have low predictive 

validity, while Linking Pin AHP and Conjoint Analysis produce similar 

results suggesting that Linking Pin AHP is a valuable modification. 
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INTRODUCTION 

This t hes i s  addresses two types of questions: one behavioral and one 

methodological. The f i r s t  question examined involves the  perceived 

motivational effectiveness of the various non-monetary incent ives  which a re  

offered t o  salespeople above and beyond base compensation. This is an 

important question because subs t an t i a l  resources a r e  expended on these 

incent ives  and we know very l i t t l e  about t h e i r  effectiveness. Part  one of 

t h i s  research examines the  motivational effectiveness of special incent ives  

i n  t he  l i f e  insurance industry and the  differences i n  t h i s  regard between 

independent and employee salespeople. 

The second question addresses the  comparative predictive va l id i ty  of 

three methods of measuring multi-attribute decisions. Non-monetary 

incent ives  a r e  composed of a number of different  elements o r  dimension. For 

example, a contest involves a prize, some type of competition, and usually 

some recognition as well. Therefore, t h i s  is a multi-attribute question. A 

method commonly used i n  marketing research is conjoint analysis  (Green and 

Srinivasan 1990) with the usual application being f o r  the  measurement of 

consumer preferences. Another method called The Analytic Hierarchy Process 

(AHP) (Saaty, 1980) has received l i t t l e  a t tent ion i n  marketing but has been 

applied to  many multi-criteria decisions (Zahedi 1986). In addition, the AHP 

is the subject of a great  deal of controversy (c.f. Dyer 1990; Schoner and 

Wedley 1989). The controversy primarily surrounds the  i ssue  of rank reversal 

and the estimation of c r i t e r i a  weights. A number of modifications to  the  

AHP have been suggested to  solve these problems (Schoner, Wedley and Choo 

1991; Dyer 1990). and t h i s  research conducts an experiment which compares the  

predict ive va l id i ty  of conjoint analysis,  t r ad i t i ona l  AHP, and one of the  

suggested modifications, l inking pin AHP. 
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CHAPTER I 

INTRODUCTION 

"The importance of rewards i n  increasing salesperson work motivation 
and performance remains one of t he  most frequently discussed but  
relat ively under-researched areas  i n  sa les  management. . . . Sales 
managers have tended to  use reward systems t h a t  a r e  based primarily 
on past experience and cur ren t  popularity." (Tyagi 1983, p. 31) 

'I There is no question t h a t  having a motivated and effect ive sa les  

force is essent ial  t o  the  success of any marketing operation. Motivation of 

t he  sales  force is a very broad topic involving questions of compensation, 

management style, and non-monetary rewards. The base compensation package 

has been the  subject of a great  deal of research, but  "non-monetary" rewards 

have received much less  attention. In sp i t e  of t h i s ,  millions of dollars a r e  

spent every year i n  a grea t  var ie ty  of industr ies ,  on non-monetary rewards 

designed to  motivate salespeople. $ncentive Magazine reports t h a t  over $2.3 

bil l ion w a s  spent on incent ives  i n  the  United States  i n  1988., In some 
> 

industr ies ,  such a s  mutual funds, these incent ives  a r e  so common t h a t  

regulatory agencies have become concerned about the  implications t o  

consumers (Saunders 1990). The managerial time and money spent on these 

rewards make it important f o r  sales  managers t o  ask whether these special 

incent ives  a r e  necessary. If they a r e  necessary, which ones a re  most 

effect ive and i n  what s i tua t ions?  J 

The focus of t h i s  research is on non-monetary incent ives  above and 

beyond the base sa la ry  o r  commission package. While these rewards often 

have a monetary value they a re  referred to  a s  non-monetary i n  order t o  

d is t inguish  them from basic f inanc ia l  compensation. The incentives 

examined a r e  outlined i n  table  1. 



Contests Short-term (c 1 year) one-time campaign Provide f l ex ib i l i t y  t o  meet short-term 
designed t o  meet a speci f ic  goal. H a s  a goals (Stanton and Buskirk 1969). Can be based on 
l imited number of winners team o r  i nd iv idua l  results .  Hay not be app- 

p r i a t e  with small o r  technica l  s a l e s  forces. 
Var ia t ions  are: 

Sales Incentive Award given f o r  meeting a level of s a l e s  o r  Award can be cash o r  merchandise. No l i m i t  on 
Plan performing a speci f ic  ac t iv i ty .  number of winners (Turner 1973). 

Conventions Long-term ( a t  leas t  one year), often Generally includes spouse (Tonning 1957). Hay 
recurring,  involves t r i p .  No l i m i t  on serve  purpose of i n sp i r a t i on ,  t r a in ing ,  and 
number of winners. communications (Stanton and Buskirk 1969). 

Sweepstakes Receive ent ry  i n  a draw f o r  every sa l e  o r  Commonly included wi th  contests. Overcomes prob- 
o the r  c r i t e r i a .  lem of top person always winning 

Recognition - Plaques, cer t i f ica tes ,  clubs. Usually pa r t  of any incent ive  program, i.e. win- 
Formal testimonials, publication of s a l e s  s tandings  n ine  a contest  involves recognition (Turner 1973). 

i n  newsletters. Key is others  must know about t he  award. 

Informal Pat on the  back, l e t t e r  from the  pres. etc. Informal can be very valuable (Leahy 1973). 

Promotion Expansion of te r r i tory .  responsibil i ty o r  Very important to  employee salespeople. Often the  
move to  management. reason they took the  job (Tonning 1957). Not 

avai lable  i n  many sa l e s  s i t ua t ions .  

Tra in ing General sa les  and personal development Employee salespeople may regard as a r i g h t  not a 
t ra in ing.  reward. Can f u l f i l l  needs f o r  growth and 

development (Leahy 1973). 

Job Changing job design t o  increase i n t r i n s i c  Often d i f f i c u l t  i n  s a l e s  se t t ing .  Leahy (1973) 
Enrichment rewards such as fulfi l lment suggests using c r i t e r i a  such as idea development 

worthwhileness. and managerial potent ia l  as evaluat ion  c r i t e r i a .  

A s  indicated i n  the  quote above by Tyagi (19831, very l i t t l e  d i rec t  

information e x i s t s  regarding the  effectiveness of these rewards. The 

research which has been conducted tends t o  centre  exclusively on the  

employee sa les  force. The independent salesperson (i.e. manufacturers' 

representative) has  been almost v i r tua l ly  ignored. The lack of knowledge 

regarding the  independent is important given the  trend toward the  use of an 

independent sa les  force i n  many indus t r ies  (Mahajan e t  a1 1984). Therefore, 

t h i s  study examines the  question of what is the  perceived motivational 

effectiveness of non-monetary rewards f o r  t he  salesperson and a re  there any 

differences i n  t h i s  respect between an employee and an independent. 

A review of t he  l i t e r a t u r e  is presented, followed by development of 

hypotheses, de t a i l s  of the  methodology, reporting of t he  findings, and 

discussion of the  managerial implications of the  results. 



CHAPTER 2 

LITERATURE REVIEW 

This l i t e r a tu re  review examines the ex is t ing  research to  answer the 

following questions: 1) why a re  special rewards offered t o  salespeople? 2) 

what rewards a r e  most effective? and 3) what personal and organizational 

factors  affect  the  rewards which a r e  valued? 

A r e  Special Incentives Needed f o r  Sales Motivation? 

Salespeople tend t o  be t reated as being different  from the  rest  of the  

work force i n  both theory and practice. The special incent ives  outlined i n  

table 1 a r e  seldom offered to  workers i n  other  occupations (Drenth, Thierry, 

Willems and Wolff 1984). Therefore, we must ask whether i t  is necessary to  

of fe r  salespeople these incentives. This section examines whether the  use of 

these special incent ives  is just i f ied by: 1) theories of motivation; 2) some 

inherent charac te r i s t ic  of salespeople; o r  3) the  nature of the sales  position. 

Rewards and Theories of Motivation 

Theories of motivation can be classif ied a s  mechanistic o r  cognitive. 

The mechanistic theories, which view motivation as a stimulus-response 

reaction (e.g. Skinner's behavioris t  theory and Hullian dr ive  theory), a re  not 

generally viewed a s  appropriate i n  the  occupational se t t ing  due to  t h e i r  

denial of t he  importance of a persons in t e rna l  s t a t e s  (McCormick and Ilgen 

1985). An exception would be factory piece work plans. The cognitive 

theories see cognitions a s  intervening between the stimulus and response 

(e.g. Maslow's hierarchy of needs and Herzberg's two-factor theory). 

Mechanistic Theories The mechanistic theories focus mostly on the 

reward and the  way it is given. Berry and Abrahamsen (1981, p. 209) adopt a 

behavior modification approach to  rewarding the  sales  force and suggest 



t h a t  t he  "implication of behavior modification, . . , is t h a t  through 

providing the  salesman with the  ' r ight  set'  of cues t he  sa les  manager can 

e l i c i t  the  desired response--improved performance". 

Bushardt, Fowler and Debnath (1989) use Skinner's reinforcement theory 

t o  design an  incent ive scheme. The authors  point ou t  t h a t  most of the 

incent ive plans current ly being used do not comply with the  optimal 

reinforcement schedule prescribed by theory. For example, contests tend to  

conform t o  a tandem schedule consis t ing of a fixed r a t i o  and a fixed 

interval .  This schedule is characterized by grea t  swings i n  the  desired 

behavior which is one of t he  common complaints about contests. 

A mechanistic view of rewards assumes t h a t  the  reward schedule is 

the  most important motivator. The assumption is t h a t  i f  t he  proper reward 

is provided on the  r i g h t  schedule then performance w i l l  improve. These 

theories suggest t h a t  special incent ives  a r e  appropriate but  do not answer 

the  question of why they a re  used more commonly f o r  salespeople than f o r  

other  occupations. 

Cognitive Theories While mechanistic theories g ive  no recognition to  

t he  higher order needs, such as feelings of accomplishment, the  cognitive 

theories do take these needs i n t o  account. These theories can be divided 

i n t o  content and process theories, with t he  l a t t e r  being the  most dominant 

i n  the  work motivation l i t e ra ture .  Content theories focus on the  question 

of what arouses, energizes, o r  s t a r t s  behavior (e.g. need t o  achieve, desire  

f o r  feelings of accomplishment). The emphasis is on needs and drives  

(Williamson 1982). Maslow's hierarchy of needs, Herzberg's Two-Factor theory, 

and Vroom's Expectancy theory have implications f o r  the  non-monetary 

incentives. 



Maslow's (1954) theory sees a reward as important i f  i t  s a t i s f i e s  a 

need and s t a t e s  t h a t  t he  rewards valued w i l l  change depending upon the 

level t he  person is at i n  a hierarchy of needs. Churchill e t  al's (1976) study 

of salespeople found resu l t s  more consistent with two levels of needs (high- 

order and low-order) r a the r  than  Maslow's f i v e  levels. Further, Berl e t  a1 

(1984) found t h a t  none of the  salespeople i n  t h e i r  study ful ly  conform to  

Maslow's hypothesized pat tern of decreasing levels of sa t i s fac t ion  going up 

t h e  hierarchy. 

In sp i t e  of t he  lack of empirical support, Maslow's theory is commonly 

c i ted  i n  the  sa les  l i t e r a t u r e  (c.f. Futrel l  1988; and Sur i  1973). Maslow's 

theory suggests t h a t  as long as the  needs f o r  securi ty  and safety a r e  

sa t i s f ied ,  addi t ional  pay w i l l  not be motivating, What w i l l  motivate a r e  

t he  higher-order rewards such as feelings of l i k ing  and respect, 

accomplishment, and worthwhile achievement, Contests, recognition programs, 

t ra in ing ,  promotion, and job enrichment can all f u l f i l l  these needs. Su r i  

(1973, p. 12) notes t h a t  "non-financial incent ives  recognize the  salesman's 

desire  f o r  recognition, feelings of accomplishment, desire  f o r  prestige, 

s ta tus ,  and self-actualization as genuine needs," However, caut ion must be 

exercised when t ry ing  t o  relate  rewards direct ly  to  need categories as Ford 

e t  a1 (1981) point out  t h a t  one reward can s a t i s f y  more than  one need. For 

example, a pay increase may s a t i s f y  needs f o r  safety and secur i ty  but also 

increase feelings of soc ia l  esteem. 

Herzberg's (1968) theory also has i n t u i t i v e  appeal. This theory divides 

rewards i n t o  hygiene fac tors  and motivating factors. Hygiene factors  a r e  

hypothesized t o  reduce dissat isfact ion,  while only the  motivators can induce 

e f for t  and performance. The hygiene fac tors  relate  loosely t o  Maslow's lower- 

level needs and the  motivators t o  t he  higher-level needs. The two-factor 



theory has been heavily c r i t i c ized  as being dependent upon the use of the 

c r i t i c a l  incidents  method of empirical research (Williamson and Berl 1983). 

bu t  has  also been very inf luent ia l ,  

The implication is t h a t  the  hygiene factors  must be present to induce 

any performance a t  all. They are a necessary, bu t  not suff ic ient ,  condition 

f o r  motivation. An example of a hygiene fac tor  is pay. The motivating 

fac tors  ident i f ied by Hemberg suggest t h a t  job enrichment is an  important 

reward (Hemberg 1968). However, s tud ies  involving salespeople have produced 

support both f o r  (Tyagi 1985, and Futrel l  1979) and against  (Williamson 1983) 

job enrichment. 

Process theories  focus on the  "how" of motivation ra ther  than  the  

"what". The most i n f luen t i a l  theories i n  t h i s  category a re  the Expectancy 

theory and the  Equity theory. 

Expectancy theory (Vroom 1964) attempts t o  account f o r  the  

motivational force an  ind iv idua l  might be l ikely to  expend on a given task. 

A worker's motivation t o  expend ef for t  is determined by the  interact ion of 

three psychological variables: 1) expectancy - the  worker's estimate of the  

probabili ty t h a t  expending a given amount of e f for t  on the  t a sk  w i l l  lead t o  

an improved level of performance; 2) instrumental i ty  - the worker's estimate 

of the  probabili ty t h a t  achieving an improved level of performance w i l l  lead 

t o  attainment of a par t icu lar  reward; and 3) valence - t he  worker's 

perception of t he  des i rab i l i ty  of receiving the  reward. The relationship is 

multaplicative so  t h a t  i f  one element is low, motivation is low. 

Most of t he  empirical research on rewards valued by salespeople has 

used the  expectancy theory framework (c.f. Oliver 1974 and Ingram and 

Bellenger 1983). Expectancy theory implies t h a t  rewards must be valued i n  



order t o  be effective. A salesperson w i l l  not expend ex t r a  e f for t  to  receive 

a reward of low value. 

Adam's Equity theory (1965) is based upon the  soc ia l  comparison the 

ind iv idua l  makes concerning the  r a t i o  of h i s  o r  her  own job "outcomes" to 

job "inputs" i n  comparison with the  r a t i o  of a reference person. I f  inequity 

is perceived, some act ion w i l l  be taken t o  help bring about equity. The 

theory has not been applied i n  the  sa les  s e t t i ng  but  Tyagi (1982) suggests 

t h a t  perceptions of equity o r  inequi ty may moderate instrumental i t ies  and 

valences i n  t he  expectancy theory. The major implication of t h i s  theory fo r  

non-monetary incent ives  is t h a t  programs must be perceived as being f a i r  to  

be effective. 

Finally, although not technically a theory of motivation, the  works of 

Taylor (1911) have been in f luen t i a l  i n  t he  f ie ld of organizational management 

(Szilagi, 1981). Taylor's s c i en t i f i c  management theory views workers as 

basically lazy and 'motivated t o  work only by money. This view is often 

applied t o  salespeople even though it is generally held to be inappropriate 

i n  occupational sett ings.  Walker e t  a1 (1977, p. 157) i n  a review of sales  

motivation l i t e r a tu re  note t h a t  "two basic  assumptions pervade much of (the 

research on salespeople): 1) monetary rewards a r e  t he  primary motivator of 

sa les  effort;  and 2) the  pay package is the  basic motivator whereas other 

incentives,  such as bonuses and contests, operate only t o  induce e f for t  over 

and above t h a t  produced by the  basic  plan i n  cer ta in  circumstances". This 

view suggests t h a t  only monetary incent ives  a r e  needed. 

In summary, the  majority of t he  theories  reviewed suggest t h a t  some 

reward o r  incent ive beyond base pay must be offered i n  order t o  produce 

ex t r a  effort. The mechanistic theories focus on the  extr insic ,  o r  externally 

mediated, rewards while the  content theories suggest t h a t  many rewards come 



from within the  person. The process theories imply t h a t  the  method of 

delivering the  reward is very important and must be perceived as being 

fa i r .  Expectancy theory suggests rewards must be valued t o  be effective. 

These theories provide a framework f o r  deciding which rewards t o  use but 

they do not answer the  question of why so many special rewards a r e  used i n  

sales  and not i n  other  fields. Perhaps the  answer is i n  the  nature of the  

salesperson o r  the  sa les  job. 

The Salesperson 

Salespeople a r e  subject t o  a number of assumptions and biases about 

t h e i r  needs which effect  t he  rewards which a r e  viewed as appropriate. A 

common assumption is t h a t  salespeople a r e  motivated only by money (Darmon 

1974; Stanton and Buskirk 1969; and Haring and Morris 1968). This b i a s  is 

even more prevalent f o r  commission salespeople (Ingram and Bellenger 1983) 

and implies t h a t  contests a r e  effect ive because of t he  monetary value of the  

prize. Research does not support t h i s  position (Tyagi 1982; Churchill e t  a1 

1979; and Winer 19731, Goodman (1971) s t a t e s  t h a t  "management generally tends 

t o  underestimate t he  s ignif icance and power of intangible  rewards and 

overestimate t he  importance of monetary rewardstt. 

Other common assumptions, and jus t i f ica t ions  f o r  using special 

incentives,  a r e  t h a t  salespeople a r e  inherently competitive and a re  highly 

motivated by competition and recognition (Haring and Morris 1968; San 

Augustine and Greene 1982; Calvin 1984). These assumptions suggest t h a t  

salespeople a r e  somehow qu i t e  d i f fe ren t  from people i n  other  occupations who 

a r e  assumed t o  be motivated by the  higher-order needs. 

If salespeople a r e  fundamentally different  from people i n  other  

occupations then s tudies  examining the  t r a i t s  of successful salespeople 



should be able t o  ident i fy what these differences are. However, the  f indings 

of such s tudies  a r e  inconclusive at best. T ra i t s  which the  various s tudies  

have related t o  success include: f inanc ia l  responsibility, leadership, height, 

dominance, soc ia l  s ta tus ,  intelligence, empathy, ego-drive, s t ab i l i t y ,  self 

control, endurance, and extroversion among others  (Weitz 1985). This list 

could go on and on, The problem is t h a t  resu l t s  of t h i s  type of study are  

often contradictory (Churchill e t  a1 1985) suggesting t h a t  t he  belief t h a t  

"salespeople a r e  born and not made" is unlikely t o  be true, 

Research repeatedly f inds  tha t ,  s imi la r  t o  people i n  other  occupations, 

the  higher-order o r  i n t e rna l  rewards (such as personal growth and 

development, feelings of l i k ing  and respect, and feelings of worthwhile 

accomplishment) r a t e  very high with salespeople (Churchill e t  a1 1979; Ford e t  

a1 1981; Berry and Abrahamsen 1981; and Cron e t  a1 1988). The importance of 

higher-order rewards t o  salespeople suggests t h a t  some of the  less common 

special  incent ives  should receive more attention. For example, i f  personal 

development is important t o  a salesperson, t r a in ing  may be an effective 

reward, Involving salespeople i n  decisions about t he  company and making 

them feel t h a t  they make a worthwhile contr ibut ion t o  t he  company a re  other  

rewards which may be appropriate. The special clubs which a re  commonly 

used often include meetings with upper management to  allow the  salespeople 

t o  have input  i n t o  the  company. This reward not only provides some s t a t u s  

but  may also provides t he  salesperson with feelings of importance and 

worthwhileness. 

This f inding also implies t h a t  perhaps we need t o  look at contests 

and recognition programs i n  a d i f fe ren t  l ight .  For example, i f  a salesperson 

wins a contest and receives recognition i n  the  process, h i s  feelings of so- 

c i a l  esteem may be increased and therefore he may really be receiving more 



than one reward. Of course, there w i l l  also be an effect i f  he losses which 

must also be taken i n t o  consideration. This suggests t h a t  different  

measures of the  effectiveness of these programs (sat isfact ion as opposed to  

only sa les  increases) and different  approaches t o  t he  design of the  programs 

a re  needed. Research evaluat ing the  effectiveness of t h e  special incentives 

i n  meeting the  higher-order needs is required. 

An important question raised by t h i s  finding, and the  implications of 

t he  cognitive theories, is whether the  special incent ives  a r e  appropriate. 

If salespeople a r e  the  same as people i n  other  occupations i n  terms i f  t h e i r  

needs, wants, and desires, then why a re  these incent ives  necessary? The 

sa les  l i t e r a tu re  has  recognized the  existence of higher-order needs i n  the  

sa les  force f o r  a number of years (Abratt and Smythe 1989; Median 1986; and 

Calvin 1984) but  the  use of incent ives  such as contests, which often amount 

t o  no more than  dangling a car ro t  i n  f ront  of the  salesperson, continues t o  

increase, This suggests t h a t  there is something d i s t i nc t ive  about the  sales  

job which makes the  special incent ives  necessary. 

The Sales Job 

Researchers have recognized the  dis t inct iveness  of the  sales  job i n  

the  past (Futrell 1979). Some of these features  a r e  outlined i n  table 2, The 

features  of t he  sales  job a r e  divided i n t o  two categories: organizational 

aspects, and psychological and physical aspects. The implications of each of 

these features  f o r  the  need f o r  non-monetary incent ives  a r e  outlined 

following the  table. 



Table 2 - D i s t i n c t i v e  Fea tu res  of t h e  Sa les  Job 

! Boundary Position 
I Can lead t o  a low sense of belonging (Dubinsky e t  

i a1 1986). May not work out  of t he  same off ice as 
t 
i 

other  workers o r  may not be an employee. 

I Work dlooe Success and f a i l u r e  r i s e  and f a l l  on ind iv idua l  

i a b i l i t i e s  ra ther  than  on teamwork (Bagozzi 19781, 

/ Performance Judged Bagozzi (1978) notes t h a t  most sa les  positions a r e  
] on Results s t ruc tured  t o  emphasize ex t r in s i c  ra ther  than  
i 
i i n t r i n s i c  rewards and t h a t  t he  job provides more 
I 
1 d i rec t  feedback than  most other  jobs. 

i Non-Routine Nature 1 Often requires innovat ive thinking to  deal with 
d i f f i c u l t  customers. 

1 Multiple Roles May have t o  sell ,  service,  gather  intelligence, etc. 
i (Dubinsky e t  a1 1986), but  paid based on sales. 

! Responsibility Without 
Authority - 
High Degree of Role : 

j Ambiguity 
i 

i i - 
i I High Degree of Role 
! Conflict 
I 

Customers hold salesperson responsible f o r  every 
-thing the  company does. 

Boundary spanning and isolat ion of job increase 
role ambiguity which is negatively correlated 
with job sa t i s f ac t ion  (Teas 1980). 

Highly prevalent i n  sa les  and often related t o  low 
sa t i s fac t ion  and performance (Bagozzi 1978). 

( Humiliation and 
i 

Face humiliation, rudeness, and rejection on a day 
r Rejection 
i 

t o  day bas is  (Howton 1965). Causes stress.  

Competition I Pay plans encourage competition making colleagues 

1 more l i k e  competitors than  teammates (Howton 1965). 

' Morale Up and Down 
i 

"High" from making the  sa l e  followed by "low" of 

i rejection. Requires a b i l i t y  t o  maintain moti 
-vation i n  t he  face of adversity,  

-- -- 

I Uncertainty and Inter- Exchanges with customers a r e  more intense and 
/ Personal Conflict r i sky  than  typical  inter-firm encounters. Sales 
i 
I 

-person is vulnerable and dependent upon the 

i customer (Dubinsky 1980). 

! LOW prestige Selling is not highly regarded by the  public 
! 
i (Pineo and Porter 1967; Thompson 1966) 



Organizational Features 

Many of t he  organizational charac te r i s t ics  of the  sa les  job create  a 

grea t  deal of s t ress .  The inherent  high degree of role confl ic t  and 

ambiguity, the  boundary position, and the  non-routine nature of the job a l l  

cause low job sa t i s f ac t ion  and high job anxiety (Teas 1980; Bagozzi 1978; 

Walker e t  a1 1975). Low sa t i s fac t ion  can also lead t o  high turnover 

(Johnston e t  a1 1988). It can be argued t h a t  i f  organizational factors  a r e  

causing s t r e s s  and low sa t i s fac t ion ,  changes i n  t he  job s t ruc tu re  should be 

made. However, Walker e t  a1 (1975) point out  t h a t  some of these factors  a r e  

out  of control of management. An example, is the  role confl ic t  which ex i s t s  

when the  salesperson believes t h a t  t he  role demands of two o r  more members 

of the  role s e t  (e.g. the  sales  manager, t he  customer, o r  family) a r e  

incompatible (Churchill, 1990). This confl ic t  is d i f f i c u l t  t o  change and 

makes some job enrichment s t ra teg ies  hard t o  implement. 

This suggests t h a t  non-monetary incent ives  may be effect ive fo r  

overcoming some of the  s t r e s s  and increasing sat isfact ion.  No research 

could be located which deal t  with t h i s  i s sue  but we can speculate t h a t  

winning a contest may make the  confl ic t  and ambiguity more bearable. The 

incent ives  themselves cannot remove the  causes of the  stress but  they may 

be able t o  a l lev ia te  the  negative effects  t o  some extent. The downside is 

the  effect  on losers. The ac tua l  process of tak ing  par t  i n  a contest o r  

competition may also have some effect. Again t h i s  is a question f o r  fu tu re  

research. 

The boundary spanning role and i so la t ion  of the  salesperson has 

another implication f o r  rewards. The salesperson is very much alone and 

sees t he  customer more often than  people at head office. This can 

contr ibute  t o  a low sense of belonging (Cranston 1966). Incentive programs 



which involve bringing the  salespeople together, such as conventions and 

special clubs, may be successful i n  overcoming t h i s  problem. 

The salesperson usually does not have a supervisor s tanding over him 

te l l ing  him what he is doing r i g h t  o r  wrong o r  even what he should do next. 

This lack of supervision means the  salesperson must decide when t o  make the 

f i r s t  ca l l  i n  the  morning and when t o  make the  last ca l l  i n  the  evening. 

The self-motivation required may be helped by an incentive. It may be 

eas i e r  f o r  t he  salesperson t o  make the  e x t r a  c a l l  i f  he knows t h a t  he may 

win a t r i p  o r  even just receive a plaque as a result. No research could be 

located which examines t h i s  issue. 

Tonning suggests t h a t  incent ives  should be viewed as control 

mechanisms. Su r i  (1973) agrees with t h i s  view noting t h a t  incent ive schemes 

can be used f o r  direct ing and controlling the  e f for t s  of salespeople to  

achieve the  objectives of the  organization. The function of direct ing and 

controlling is important because most of t he  salesperson's a c t i v i t i e s  take 

place away from the  off ice with no supervision. For example, a new product 

may have been introduced which the  sa les  force is not accepting. Raising 

commissions may not achieve acceptance i f  t he  salesperson is already highly 

compensated, but  holding a contest o r  providing some recognition to  sel lers  

of the  new product may be effect ive (Templeton 1986). Contests can also be 

used t o  reinforce the  use of new sel l ing sk i l l s ,  encourage servicing, o r  

other  desired behaviors (Turner 1973). 

Differences e x i s t  i n  t he  organizational charac te r i s t ics  of an  employee 

sa les  force and t h a t  of independents. Mahajan e t  a1 (1984) found t h a t  

manufacturers' agents perceive t h a t  they a r e  less  closely supervised and 

believe they have less  influence over company standards than  employee 

salespeople. The independents also perceive more role ambiguity and less 



role conflict ,  although these differences a r e  not s t a t i s t i c a l l y  s ignif icant .  

This study revealed t h a t  sa t i s fac t ion  is highest i n  manufacturers' agents 

when management provides a minimum amount of direct ion and does not 

r e s t r i c t  t h e i r  autonomy. The controlling and direct ing function of special 

incent ives  may thus  be more important f o r  independents than  fo r  employees. 

In summary, t he  organizational features  of the  sa les  job suggest t h a t  

var ious forms of special incent ives  can help overcome some of the  s t ress ,  

provide help with the  self-motivation process, and a id  i n  direct ing and 

controlling the  sa les  force. 

Psychological and Physical Features 

The psychological and physical aspects of the  sa les  job produce a 

grea t  deal of s t r e s s  and may suggest why non-monetary incent ives  a r e  

needed. The up and down nature of the  job combined with a high degree of 

interpersonal conflict ,  humiliation, and rejection suggest t h a t  something 

ex t r a  may be needed t o  keep the  salesperson going. 

Many authors  c i t e  the  need to  have incent ives  t o  help overcome the  

mental and physical s t r a i n  of the  sel l ing job (Stanton and Buskirk 1969). 

S t i l l ,  Cundiff and Govoni (1981) mention t h a t  the  up and down nature of the  

job, rudeness encountered, long hours, and boundary position can produce a 

tendency t o  become bored with the  job. Non-monetary incentives such as 

contests may induce an element of fun and excitement and thus, prevent the  

sa les  c a l l  from turn ing  i n t o  mere order-taking. The need t o  create  some 

excitement and enthusiasm is important f o r  older salespeople who have been 

cal l ing on the  same customers with the  same products year a f t e r  year. In  

t h i s  case, t he  job becomes very boring. A contest o r  recognition program 

may help t o  overcome t h i s  boredom (Dalrymple 1985). 



Salespeople a r e  often defensive about the  way they make t h e i r  l iv ing  

and w i l l  work very hard f o r  a promotion, preferably t o  a non-sales job 

(Churchill e t  a1 1979; Ford e t  a1 1981; and Ingram and Bellenger 1983). Adkins 

and Swan (1980) f ind  t h a t  salespeople a r e  motivated by a promotion even when 

the  only change is i n  the  t i t l e .  The most popular t i t l e s  a r e  those which do 

rnot include the  term "sales". 

Not a l l  sales  positions have the  same degree of the s t resses  outlined 

above. For example, sel l ing fo r  IBM probably has a much higher s t a t u s  

associated with it than  sel l ing l i f e  insurance o r  used cars. A g rea t  

var iety of jobs a re  referred t o  a s  sales  but  t h i s  does not mean they involve 

the  same tasks. For example, a r e t a i l  sales  clerk would seem to  have a very 

different  job than a t rave l l ing  salesperson. This implies t h a t  non-monetary 

incent ives  may be more appropriate fo r  some sales  jobs than  fo r  others. 

Classification of Sales Positions 

Sales positions a r e  usually classif ied based on the  sel l ing s k i l l  

involved. A commonly ci ted c lass i f ica t ion  is t h a t  developed by McMurray 

(1961) which is outlined i n  table 3 below. 

Table 3 - Classification of Sales Positions - 

! Product Selling secondary, Requires few special 
/ Deliverer 
i 

or ig ina tes  few sales. incentives. Awards fo r  
I Customer service appropriate. 

! Inside Order Merely serves customers Same as product deliverer. 
1 Taker 
I 

with l i t t l e  c rea t ive  selling. 
!.------ - --- ' Field Order Taker Li t t le  c rea t ive  selling. Same as product deliverer. 
i 
_---I_ 

i Missionary Sales Expected t o  build good Contests useful i n  encour 
! w i l l  and not make sales. -aging new accounts. 
I - . - - - - - - _ I - . _  

Continued on Next Page 



Table 3 - Continued 
r 

Emphasis on technical Contests based on sales  i 

knowledge. Serves as and recognition f o r  
consultant. technical knowledge. 

I 
! 
i 
i 

f Creative Sale Requires a high degree Incentives very important. i I 
of Tangibles of sel l ing s k i l l  and Contests and recognition I i 
(e.g. Ency- ecompasses t he  en t i r e  programs a r e  vital. i I lopedias) range of sel l ing task. 1 

i 

Creative Sales Like sa l e  of tangibles Same as tangibles. i 

of i n t a w i b l e s  but  more d i f f i c u l t  because i 
i / ce.g. ~ i f e  cannot demonstrate product. I 

Insurance) 1 
! 1 

A s  the  level of sel l ing s k i l l  required increases, the  s t resses  and 

s t r a i n s  of the  job also increase. This implies t h a t  special  incent ives  a r e  

more appropriate f o r  t he  more d i f f i c u l t  type of sale. Thus, t he  features  of 

the  specif ic  position being considered must be fu l ly  understood before an 

incent ive program can be designed. Further, statements regarding incent ive 

programs cannot be generalized to  a l l  people holding a job called sales. The 

existence of different  types of sel l ing jobs must also be kept i n  mind when 

reviewing the  resu l t s  of empirical research. For example, research on a 

r e t a i l  sa les  force may not be generalizable t o  an indus t r i a l  sales  force. 

Thus, we can conclude t h a t  the  sales position contains some stresses  

and features  which suggest t h a t  non-monetary incent ives  a r e  needed. 

Research, t o  be discussed more fu l ly  l a t e r  i n  t h i s  paper, indicates  t h a t  the  

sa les  job is often d i f f i c u l t  to  enrich and, therefore, other  methods of 

providing the  higher-order rewards ident i f ied  by research and the  cognitive 

motivational theories must be found. The question then a r i s e s  as t o  which 

the  of the  special incent ives  is most effective. 

Which Rewards Should be Used? 

The following examines each of the  special incentives outlined i n  

table  1 (page 1) i n  terms of the  amount t he  reward is valued by salespeople 



and the  effectiveness of the  rewards. Unfortunately very l i t t l e  research 

ex i s t s  t o  answer these questions. A l imited number of studies,  outlined i n  

table 4, ask salespeople t o  rank a list of rewards i n  terms of which a re  

most valued. The table  ind ica tes  t he  rank f o r  the  rewards i n  each study. 

Table 4 - Banking of Btaards 

Churchill e t  a1 1 4 7 2 6 5 nla 3 ' 
1979 

Ford e t  a1 1981 1 2 5 4 6 n/a n/a 3 

Ingram and 1 2 5 4 7 6 3 n/a 
Bellenger 1983 

Cron, Dubinsky 1 5 4 n/a n/a 6 3 2 
Michaels 1988 

These s tudies  form the  bas is  of most of t he  information i n  t h i s  

section. A l l  of t he  samples involve employee sales  forces. Churchill  e t  a1 

(1979) and Ingram and Bellenger (1983) measured the  valence f o r  a 10% increase 

i n  the  rewards specified. The exceptions a r e  recognition and promotion. 

Ford e t  a1 (1981) and Cron e t  a1 (1988) measured the  valence f o r  an  increase 

i n  the rewards with no percentage specified. Valence is a term a r i s ing  from 

the  use of an Expectancy theory framework and i n  a l l  cases valence is 

operationalized as ant icipated sa t i s f ac t ion  from receiving the  reward. 

Before each reward is examined a few points should be made about the 

s tudies  i n  table  4. Firs t ,  pay is the  number one reward i n  all of the 

studies.  This can be seen as confirmation of the  common view t h a t  

salespeople a r e  motivated by money and money alone. However, an  a l te rna t ive  

explanation is t h a t  it is unlikely t h a t  any employee is going to  rank pay 

lower than number one. 

Second, the  rewards included a r e  both i n t r i n s i c  and extr insic .  

Ranking these rewards assumes they a r e  mutually exclusive. However, t h i s  



is not necessarily the  case. Receiving an increase i n  pay may also provide 

feelings of accomplishment. The in t r in s i c ,  o r  high-order, rewards rank very 

high i n  all studies,  It is d i f f i c u l t  t o  judge how much of t he  value fo r  the 

i n t r i n s i c  rewards applies t o  t he  ex t r in s i c  (e.g. promotion and recognition) 

rewards. 

Third, comparisons among s tud ie s  is d i f f i c u l t  because the rankings 

tend t o  measure a t t i t udes  toward the  ex is t ing  reward practices i n  the  

companies studied. Also, the  rewards ranked represent an incomplete list. 

Noticeably absent a r e  contests. 

L Contests This reward is the  subject of a grea t  deal of controversy 

i n  the  sales  l i terature.  On one hand, it is highly recommended as a means 

of achieving short-term, specif ic  sa les  objectives (Calvin 1984) and 

generating fun  and excitement (Stanton and Buskirk 1969). On the  other, it 

is highly cr i t ic ized as being chi ldish,  unfair ,  an encouragement t o  cheat, 

and destruct ive t o  morale (Karp 1970; and Abratt  and Smythe 1989). 

Haring and Morris (1968) and Smythe and Abratt (1989) surveyed sales  

managers with respect t o  t h e i r  opinions regarding sales contests. The 

f indings confirm t h a t  sa les  managers use and believe i n  contests. Wildt, 

Parker, and Harr is  (19811, i n  a review of the  l i t e r a t u r e  on sa les  contests, 

noted t h a t  t he  only evidence we have t h a t  sa les  contests a r e  effect ive comes 

from surveys of sa les  executives who indica te  tha t ,  when used properly, sales  

contests improve the  performance of most salespeople. There is even less  

subs tan t ia t ion  of t he  negative effects  of sales  contests. These authors (p. 

60) conclude t h a t  "we know 1) sa les  contests a r e  widely used and have a 

var ie ty  of specif ic  objectives, 2) considerable dol lar  resources a r e  devoted 

t o  sales  contests, and 3) there is much speculation as t o  t h e i r  impact bu t  

l i t t l e  documented evidence is avai lable  concerning the  effectiveness!' 



Only two s tudies  were located which examined contests. Berry and 

Abrahamsen (1981) included contests i n  a list of motivating factors  rated as 

high, medium o r  low motivators i n  a sample of manufacturers' representatives 

and reported t h a t  contests a r e  low motivators. Oliver (1974) studied l i f e  

insurance salespeople and found t h a t  membership i n  clubs and winning a 

convention t r i p  were the  only components positively correlated with 

performance. The compensation and i n t r i n s i c  components ident i f ied were not 

associated with higher  performance. Thus, t he  widespread view of contests 

as effect ive rewards receives mixed empirical support. 

2 Recognition Sales textbooks point out  t h a t  salespeople tend to  be 

highly motivated by recognition (Turner 1973). Surveys of sa les  managers 

have consistently found t h a t  recognition is widely used and viewed as 

effect ive (Abratt and Smythe 1989; Haring and Morris 1968). Along with 

contests, recognition is the  most frequently recommended non-monetary 

incentive, 

Recognition is normally included i n  other  types of non-monetary 

incentives. For example, pa r t  of the  "prize" i n  a contest is the  recognition 

t h a t  comes along with winning. Sales contests a r e  usually organized and 

promoted t o  capi tal ize  on the  recognition opportunities. Tumer (1973) points 

out  t h a t  most successful programs combine honour awards with t r ips ,  cash o r  

merchandise. For t h i s  reason it is d i f f i c u l t  t o  separate these rewards to  

determine t h e i r  effectiveness. What is the  most effect ive pa r t  of the  

contests, is it the  recognition o r  the  prize? Also, is the  prize needed o r  is 

the  recognition enough? 

Further, special clubs a r e  frequently used as a means of recognizing 

top performers. While these clubs generally involve special business cards 

and s tat ionary,  use of a company car, and dinners  with top executives, they 



can also be viewed as an  attempt at job enrichment. Depending on how 

seriously the  input  is viewed by executives, t he  club could be seen by the  

salesperson as a chance t o  have input  i n to  the  direct ion of t he  company. 

While t he  sales  l i t e r a t u r e  is highly supportive of recognition as a 

motivator t he  research has  indicated the  opposite. Recognition ranked very 

low i n  all of t he  s tudies  c i ted  i n  table  4 (p. 191, and was indicated as a low 

motivator by manufacturers' representatives i n  Berry and Abrahamsen's (1981) 

study. 

We can speculate on a number of reasons fo r  these low rankings. 

Firs t ,  i t  is possible t h a t  salespeople want recognition but  they do not want 

t o  say they want it. Second, recognition may produce feelings of 

accomplishment, worthwhileness and growth. These higher-order rewards a r e  

generally ranked above recognition, but  it could be argued t h a t  t he  t r u e  

ranking f o r  recognition is the  ranking received by the  i n t r i n s i c  rewards it 

helps produce. Finally, there a r e  many d i f fe ren t  kinds of recognition, both 

formal and informal. The rankings consider only the  formal recognition 

programs i n  existence a t  the  companies i n  t he  studies. The resul ts  may 

reflect d i ssa t i s fac t ion  with these par t icu lar  programs. 

A s  with contests we have confl ic t ing information. Sales managers use 

recognition and feel it is effective, and s tudies  of salespeople f ind  low 

valences. Common sense t e l l s  u s  t h a t  receiving recognition should provide 

opportunities t o  receive i n t r i n s i c  rewards but  no research could be located 

which deal t  with t h i s  question. 

3. Promotion This reward is only avai lable  i n  t he  employee sales  

force. Promotion can take  many forms such as changes i n  te r r i to ry ,  t i t l e ,  

t r a in ing  responsibili t ies,  and movement out  of sa les  i n t o  management. 

Promotion is generally ranked qu i t e  high i n  the  s tudies  described i n  table 4 



(page 19). The disadvantage of promotion is t h a t  at some point some 

salespeople realize they a r e  not going to  be promoted and thus  (the reward is 

no longer motivating. This is seen i n  the  f inding t h a t  younger, shorter  

tenured salespeople have the  highest valences f o r  promotion (Churchill e t  a1 

1979; Ford e t  a1 1981; Ingram and Bellenger 1983; and Cron e t  a1 1988). 

A salesperson who desires  a promotion is l ikely to  be motivated by 

rewards which ind ica te  he is on the  r igh t  track. For example, the 

opportunity t o  t r a i n  a new salesperson may provide the  chance f o r  the  

salesperson t o  demonstrate managerial sk i l l s .  Informal recognition, 

especially from higher  levels of management, may also be highly valued. 

Thus, the  promotion i t se l f  is an  effect ive reward and suggests the  

incent ives  which may be used t o  motivate the  young salesperson, 

5. Training Training is not commonly viewed a s  a reward, mainly 

because the  focus of the  l i t e r a t u r e  is normally on the  employee salesperson. 

However, Berry and Abrahamsen (1981) found t h a t  product t r a in ing  is a high 

motivator and sales  t r a in ing  is a medium motivator f o r  manufacturers' 

agents, These two types of t r a in ing  r a t e  higher  than  e i t h e r  contests o r  

recognition i n  t h i s  study, While no reasons a r e  given fo r  t h i s  f inding we 

can speculate t h a t  t he  independent salesperson has no other  sources of 

t ra in ing ,  does not feel the  company owes it t o  him, and thus  sees it as a 

reward which is valuable. Mahajan e t  a1 (1984) suggest t h a t  t r a in ing  is 

necessary f o r  manufacturers' agents because these salespeople desire  a 

minimum amount of direction. 

While no s tudies  could be located which examined the  issue, it  is 

reasonable t o  predict t h a t  i f  personal growth and development is a sa l i en t  

need, t r a in ing  directed toward personal development w i l l  be viewed as a 

reward by the  employee salesperson as well. 



6. Job Enrichment Job enrichment generally involves changing one o r  

more of t he  following charac te r i s t ics  of the  job; 1) t a sk  variety; 2) t a sk  

ident i ty;  3) t a sk  significance; 4 )  t a sk  autonomy; and 5) t ask  feedback 

(Szilagyi 1981). There a r e  two problems i n  implementing t h i s  s t rategy i n  a 

sales si tuat ion.  Firs t ,  the  sa les  job is already qu i t e  high on the 

dimensions outlined except f o r  t a sk  variety.  The job is autonomous, the  

outcomes a re  easy t o  ident i fy and determine t h e  s ignif icance of, and there 

is usually a lo t  of feedback. Second, t he  sales position can be very 

d i f f i cu l t  t o  enrich, especially when dealing with an independent sales  force. 

The empirical evidence f o r  job enrichment is mixed. Futrel l  (1979) and 

Pruden, Cunningham and English (1972) found support f o r  job enrichment as a 

motivating factor,  while Williamson (1982, p. 112) concluded from h i s  study of 

three indus t r i a l  sales  forces t h a t  job enrichment is not useful i n  improving 

sales  performance noting t h a t  "there appear t o  be few ways t h a t  a given 

sales  job can be s igni f icant ly  enriched, s ince  the  specific nature of the  

sel l ing task  appears to  'lock' t he  sel l ing position i n t o  a f a i r l y  r i g id  degree 

of 'enrichment' which is possible." This i s sue  is unlikely t o  be set t led 

u n t i l  a longitudinal study is performed measuring motivation before and 

a f t e r  a job enrichment effor t ,  

This review indicates  t h a t  we have surpris ingly l i t t l e  information 

about the  effectiveness of the  various rewards. Research tends to indicate  

t h a t  promotion is effect ive but  the  evidence often confl ic ts  with 

conventional wisdom with respect t o  contests and recognition. Conflicts are 

also found among s tudies  using very similar methodologies. This could 

resu l t  from comparing research studying salespeople involved i n  different  

types of sa les  o r  operating i n  different  types of organizations. These 

fac tors  a r e  possible confounding variables  when comparing studies.  Much of 



the  research examines the  question of whether there a r e  any differences i n  

the  rewards valued based on personal o r  organizational charac te r i s t ics  i n  an 

attempt t o  control f o r  these possible confounds. 

The Effect of Personal and Organizational Factors 

Salespeople vary with respect t o  personal and organizational 

character is t ics .  and these differences may affect  the  rewards which a re  

valued and effective. This section examines the  ex is t ing  research to 

determine the effect  of: 1) personal character is t ics ;  2) organizational 

character is t ics ;  and 3) career  stages; on valences f o r  non-monetary 

incentives. 

Personal Character is t ics  

A few s tudies  have examined personal charac te r i s t ics  with respect to  

t h e i r  effect on rewards valued (table 5). In general the  resu l t s  a r e  not very 

informative, producing many inconsistencies. These a r e  t he  same s tudies  

examined i n  table  4 (page 19) and thus  su f f e r  from the  same limitations.  

table 5 - Personal Characteristics and Valence for Beuards 

Churchill Married NO n/a NO n/a n/a 
e t  a1 1979 
Ford e t  a1 NO NO n/a NO NO NO 

1981 
Ingram and NO NO LOW NO NO NO 
Bellenger 

1983 
Dubinsky NO NO NO NO n/a n/a 
6 Ingram 1989 
Oliver 1977 n/a n/a LOW YOUNG n/a n/a 

Continued on next page I 



~b le  5 - Continned 

JOB SECURITY 

Churchill NO NO n/a NO NO n/a 
e t  a1 1979 
Ford e t  a1 NO NO NO NO NO NO 

1981 
Ingram 6 NO NO NO OLDER LOW LOW S E L F  
Bellenger 1983 ESTEEM 

BECOGNITION 

Churchill NO SMALL n/a NO NO n/a 
e t  a1 1979 
Ford e t  a1 NO NO NO NO NO NO 

1981 
Ingram 6 NO NO HIGH NO NO NO 
Bellenger 1983 
Dubinsky & NO NO NO NO n/a n/a 
Ingram 1989 

P R O U r n O N  

Churchill NO SMALL n/a YOUNG NO n/a 
e t  a1 1979 
Ford e t  a1 NO NO NO YOUNG NO NO 

1981 
Ingram & NO NO NO YOUNG NO NO 
Bellenger 1983 
Dubinsky & NO NO NO YOUNG n/a n/a 
Ingram 1989 

GROWTH AND ACCOHPLISHMENT 

Churchill NO SMALL n/a YOUNG NO n/a 
e t  a1 1979 
Ford e t  a1 NO NO HIGH YOUNG HIGH NO 

1981 
Ingram 6 NO NO NO NO NO NO 
Bellenger 1983 

UOTl:  psychological variables measured are need for  achievement, need for self actualization, and general self-esteem 
(lord e t  a1 19811 and specific self-esteem (Ingram and Bellenger, 19831, 

W o r d  e t  a1 (1981) found no relationship between valence for  rewards and employrent s t a tu s  of spouse and home 
ownership. Sex was only related to personal growth with women valuing t h i s  reward highly than a n .  

The only consistent resu l t  is t h a t  younger salespeople valued 

promotion more highly than  did older salespeople. This resul t  is very 



reasonable. Older salespeople may realize they a r e  not going to  get a 

promotion o r  may be sa t i s f i ed  with t h e i r  position. 

In  two s tudies  younger salespeople had higher  valences f o r  growth and 

accomplishment. Other personal charac te r i s t ics  which a r e  related t o  valence 

f o r  these higher  order rewards were education, income (Ford e t  a1 1981) and 

small family s i ze  (Churchill e t  a1 1979). Ingram and Bellenger (1983) found no 

relat ionship between the  personal charac te r i s t ics  and valences f o r  t he  

higher-order rewards. 

The psychological var iables  included i n  these s tudies  (need f o r  

achievement, need f o r  self-actualization, general and specif ic  self-esteem) do 

not seem t o  be useful predictors f o r  any of t he  rewards. Only one 

s ign i f i can t  relat ionship w a s  reported. Ingram and Bellenger (1983) found t h a t  

low self-esteem w a s  related t o  t he  valence f o r  job security.  

Sex differences a r e  reported i n  two studies. Ford, Churchill, and 

Walker (1981) reported t h a t  women value worthwhile accomplishment more than 

did men. No difference w a s  reported f o r  the  rewards of pay, job security,  

recognition, promotion, and personal growth. In contrast ,  Busch and Bush 

(1978) reported t h a t  women placed less  value on promotion and more value on 

sa t i s fy ing  customers than  did men i n  t h e i r  sample. 

Organizational Character is t ics  

Organizational charac te r i s t ics  can be divided i n t o  three categories: 

1) bas i s  of reward; 2) occupational and compensation s t ructure;  and 3) job and 

leadership factors. 

1. B a s i s  of Reward Futrel l  (1975) found t h a t  reward systems which a r e  

based on performance, as opposed t o  tenure, produced higher performance and 

higher  value f o r  the  rewards of pay and promotion. Salespeople who received 



feedback reported higher  measures of i n t r i n s i c  motivation (Futrell 19791, and 

higher  sa t i s fac t ion  with pay and promotion (Teas and Horrell 1981). Ingram 

and Bellenger (1983) reported t h a t  promotion and recognition are valued less 

when they a r e  seen as commonplace. Finally, Williamson and Berl (1983) found 

t h a t  the  salesperson's perception of the  f a i rnes s  of a company's reward 

system w a s  more motivationally important than  the  level of sa t i s fac t ion  

which the  reward generated f o r  t he  salesperson. 

2. Occupational and Compensation Structure Relatively few s tudies  

made comparisons of rewards based on the  method of compensation. Studies 

using t h i s  var iable  reported t h a t  commission salespeople have higher 

valences f o r  personal growth (Ingram and Bellenger 1983) and recognition 

(Dubinsky and Ingram 1989) than  do sa la r ied  salespeople. No differences a r e  

c i ted  f o r  any of t he  other  rewards. These f indings a r e  counter t o  t h e  

conventional wisdom i n  sa les  management t h a t  commission salespeople a r e  

motivated mostly by money, 

Occupational s t ruc ture ,  employee v s  independent, has many implications 

f o r  rewards, few of which have received research attention. Promotion i s ,  

by defini t ion,  not avai lable  f o r  an independent sales  force and job 

enrichment is not easy t o  accomplish i n  t he  independent sett ing. Other 

items, such as t r a in ing  and marketing support, may be viewed as rewards by 

independents bu t  not t h e  employee. 

Berry and Abrahamsen's (1981) examination of manufacturers' 

representatives is the  only study of an independent sa les  force which could 

be located. The research involved two s tudies  on a sample of members of t he  

National Association of Manufacturers' Agents, In  t he  f i r s t  study 

respondents were asked t o  g ive  t h e i r  reaction t o  twenty motivational 

factors. The high motivators were: product quality,  consumer advertising, 



product t ra in ing ,  commission rate,  introduction of new products, and a t t i t ude  

of the  principal. Low motivators included: contests, mutually established 

production quotas, warnings t o  improve, overage s p l i t t i n g  and recognition. 

The f indings ind ica te  t h a t  t r ad i t i ona l  motivational techniques, such as 

contests, recognition and f inanc ia l  incentives, may not be as effect ive f o r  

independents as a good marketing support program. 

In the  second study a d i f fe ren t  sample w a s  surveyed regarding t h e i r  

needs according t o  Maslow's hierarchy. The majority of t he  sample (54%) were 

categorized as high-actualizers. The authors  (p. 213) concluded t h a t  "given 

the  salesmen's apparent high need f o r  a sense of accomplishment and respect, 

it appears as though the  desire  f o r  sol id  support i n  the  form of qua l i ty  

products, reputable companies, as well as product t ra ining,  etc. goes beyond 

mere dol lars  and cents motivation!' 

These s tudies  point t o  both s imi l a r i t i e s  and differences between 

independents and employees. Both appear t o  highly value the  high-order o r  

i n t r i n s i c  rewards. The difference is i n  the  way the  reward is achieved. 

The employee seems t o  want a promotion and the  independent may want support 

t o  help him build h i s  company. 

2. Job Character is t ics  Tyagi (1982, 1983, and 1985) s tudied 

organizational var iables  and t h e i r  re lat ion t o  reward valences. He 

separated rewards i n t o  i n t r i n s i c  and ex t r in s i c  categories and performed 

regression analysis  with e i t h e r  motivation o r  valence fo r  rewards as the  

c r i t e r ion  variable.' Results a r e  shown i n  table  6 (p. 31). 

A major f inding of these s tudies  is t h a t  t he  organizational var iables  

a r e  related t o  i n t r i n s i c  valence and motivation. Futrel l  (19791, i n  a similar 

finding, reported t h a t  the  more a salesperson feels he has control over h i s  

job and the  more he is allowed t o  be c rea t ive  and develop h i s  own ideas, t he  



more sa t i s f i ed  he is i n  the  autonomy and self-actualization need areas. 

While many areas  of t he  organizational s t ruc tu re  a r e  somewhat out  of 

control of management (Walker e t  a1 1975) areas  such as feedback may be 

effect ive f o r  motivating salespeople. 

Job Challenge 6 Variety& (+) 
Job Importance&& (+I 
Task Conflict NS 
Role Overload NS 
Organization (+I 

Ident i f icat ion 
Job Autonomy n/a 
Perceived Inequity n/a 
Task Ident i ty  n/a 
Job Feedback n/a 

(4 indicates positive relationship, (-1 indicates a negative relatioaship, and US indicates no s ignif icant  relationship. 

The 1985 study used in t r in s i c  and extr ins ic  motivation rather than merely valence for rewards, 

* 1985 study measured task significance. 
**I985 study measured job s k i l l  and variety, 

The most important organizational var iables  appear t o  be job challenge 

and variety,  job importance and job autonomy. These fac tors  a r e  consistently 

related t o  high valences. However, these s tudies  do not provide any 

indicat ion of cause and effect. For example, does a job r i ch  i n  challenge 

and var ie ty  increase the  valence f o r  rewards o r  does the  existence of some 

reward increase the  salesperson's perception of challenge and variety? 



There a r e  two major implications of the  f indings with regard to 

organization variables. Firs t ,  reward valences may d i f f e r  across 

organizations. The same salesperson i n  one organization may value reward X 

and i n  another organization he many value Y due t o  differences i n  the 

organizational variables. Therefore, it  is important f o r  a company t o  survey 

its own sa les  force t o  determine t h e  effect of t he  organizational variables. 

Second, job charac te r i s t ics  and design fac tors  a r e  related t o  the  

valence f o r  rewards. Research establ ishing a causal re lat ionship between 

these variables  would be useful f o r  determining whether job enrichment, when 

available,  is a va l id  strategy. While t he  organizational var iables  appear to  

be qu i t e  important, it must be kept i n  mind t h a t  they account f o r  less  than 

half of the  variance i n  all s tudies  (Tyagi 1982, 1983, and 1985) and less  than  

one-quarter i n  some (Tyagi 1982, 1983). 

3. Career Stages Tenure is commonly used as an indicat ion of career  

s tages and has produced some confl ic t ing resu l t s  as shown i n  table 7. 

f Churchill LONG SHORT NO NO NO SHORT 
1 e t  a1 1979 
i 
i 
! F o r d e t a 1  NO NO NO NO NO SHORT 1 1981 

1 Ingram and NO SHORT NO OLDER LONG NO 1 Bellenger 1983 
! 
1 Dubinsky and NO NO NO n/a n/a n/a 
/ Ingram 1989 

1 Churchill e t  a1 (19811 also r u u r e d  sales experience and found tha t  l o r e  than f i r e  years experience is related to high 
I valence for  job security and less  than f i ve  years experience is related to  valence for  promtioa, logran and Bellenger 

(19831 wasured vocational maturity and found no relationship. 



Shorter tenure is associated with higher  valences f o r  growth and 

promotion. This is s imi l a r  t o  t h e  resul t  fo r  age and we would expect these 

variables  t o  be highly correlated. Longer tenure is associated with higher  

valence f o r  accomplishment and pay i n  one study (Churchill e t  al, 1979). This 

counter- intui t ive resu l t  has not been replicated. 

Cron e t  a1 (1988) broadened the  scope of t he  research beyond the  

relat ionship between tenure and rewards t o  include career  stages. Career 

s tages have only received limited a t ten t ion  i n  t he  sa les  l i t e ra ture ,  but  have 

been shown t o  have a fundamental effect  on how salespeople view t h e i r  jobs 

and work environments. Career s tage  is a more specif ic  measure than  tenure 

encompassing career  goals and expectations (Cron e t  a1 1988). 

The career  s tages examined are: 1) exploration s tage - salespeople a r e  

younger, concerned with f inding an occupation they can l i v e  with, have low 

organizational commitment and an  high incidence of job switching; 2) 

establishment s tage - salespeople seek s t a b i l i t y  i n  t h e i r  career  and thus  

professional success and promotions a r e  very important; 3) maintenance s tage 

- salespeople a r e  concerned with maintaining t h e i r  cur ren t  position and 

performance levels, there is less  job changing and less  desire  f o r  a 

promotion; and 4) disengagement s tage  - has the  lowest performance because 

of psychological disengagement from the  job. 

Cron e t  a1 (1988) hypothesized t h a t  salespeople i n  t he  establishment 

and exploration s tages would value the  higher-order rewards more highly 

than  other  salespeople. This w a s  not supported. However, the  hypothesis 

t h a t  establishment s tage  salespeople have higher  valences f o r  promotion than  

salespeople i n  the  other  s tages was supported. Finally, salespeople i n  t he  

maintenance s tage  were hypothesized t o  have higher  valences f o r  low-order 

rewards, with the  exception of promotion, than  salespeople i n  the  other  three 



stages. Only p a r t i a l  support f o r  t h i s  hypothesis was reported. While lower 

valences f o r  pay i n  t he  disengagement s tage  than  i n  t he  maintenance stage 

ex is t ,  valences were not lower i n  t he  other  two stages, This is contrary to  

the  Churchill e t  a1 (1981) f inding t h a t  long-tenured salespeople have higher 

pay valences. 

Research on career  s tages suggests t h a t  d i f fe ren t  motivational 

s t ra teg ies  a r e  needed at the  various career  stages. Further research on 

career  stages is warranted as only a limited number of hypotheses a r e  tested 

i n  the  Cron e t  a1 (1988) study. 

The research examining the  personal and organizational 

charac te r i s t ics  ind ica te  t h a t  the  s t ruc tu re  of the  sa les  force, age, career 

stage, and possibly some job charac te r i s t ics  must be considered when 

designing an incent ive program. It is c lear  t h a t  all salespeople a r e  not 

created equal and the  ind iv idua l  differences must be taken in to  account. 

Summary 

I t  is apparent from t h i s  review t h a t  salespeople a r e  motivated by the  

same high-order o r  i n t r i n s i c  rewards as everyone else. Both theory (c.f. 

Herzberg 1968 and Maslow 1954) and research (c.f. Oliver 1974 and Churchill e t  

a1 1979) suggest t h a t  merely providing more money is not going to  be enough 

to  produce the  ex t r a  effort .  To be effective, t he  non-monetary incentives 

must meet some of t he  higher order needs. 

Although our  knowledge regarding the effectiveness of the  various 

incent ives  is limited we can conclude t h a t  promotion is effect ive f o r  young 

employee salespeople (Churchill e t  a1 1979; Ingram and Bellenger 1983). The 

evidence is confl ic t ing regarding job enrichment (Futrell 1979; and Williamson 

1982). Research ind ica tes  t h i s  reward should be effect ive but implementation 



i n  the  sales  s e t t i ng  may be d i f f icu l t .  Recognition is f e l t  t o  be effective 

by sales managers but  consistently ranked very low i n  s tudies  of salespeople. 

Contests and t r a in ing  have received very limited research attention. 

This review also indicates  t h a t  many questions regarding the  use of 

non-monetary rewards remain unanswered. Some these questions are: 

1. What is the  relat ionship between the  non-monetary rewards and the 

higher-order o r  i n t r i n s i c  rewards? For example, does winning a contest 

provide feelings of worthwhile accomplishment? We know t h a t  salespeople 

value the  i n t r i n s i c  rewards (Berry and Abrahamsen 1981; Churchill e t  a1 1979; 

Ingram and Bellenger 1983; and Ford e t  a1 19811, but  we do not know the  best 

method t o  provide these rewards. 

2. Why does recognition always r a t e  low i n  s tudies  (Churchill e t  a1 

1979) and yet still be viewed as being highly effect ive by sales  managers 

(Smythe and Abratt 1989)? 

3. Is the  independent salesperson different  from the  employee? Berry 

and Abrahamsen's (1981) study pointed t o  some differences which need to  be 

explored further.  Do independents value the  same rewards as employee 

salespeople? Are a l l  independent salespeople the  same o r  a r e  there segments 

within t h i s  type of sales force? Are there organizational var iables  which 

effect t he  rewards valued by independent salespeople? 

This research is directed t o  the  last question and examines the  

differences between employee and independent sa les  forces with respect t o  the  

perceived motivational effectiveness of non-monetary rewards. The following 

chapter provides operational def in i t ions  of key terms and develops 

hypotheses f o r  testing. 



Independent salespeople and employees probably have different  goals 

and objectives f o r  t h e i r  careers  and therefore it is reasonable t o  believe 

t h a t  they w i l l  be motivated by d i f fe ren t  rewards. 

Dimensions of Hon-monetary Rewards 

Non-monetary rewards a r e  defined as rewards over and above the  base 

compensation package. Although the  rewards may have a monetary value they 

a r e  referred t o  here as non-monetary rewards. A key aspect is t h a t  the  

rewards a r e  given a t  the  discret ion of the  company and a r e  not t i ed  t o  any 

contractual  agreement o r  terms of employment. 

A grea t  number of very d i f fe ren t  types of rewards a r e  included under 

t he  term %on-monetary rewards" (see table  1, page 1). This creates  problems 

when we t r y  t o  make generalizations about non-monetary rewards because the  

term is applied t o  a var ie ty  of programs. In fact ,  one of the  posi t ive 

aspects of these rewards is t h e i r  f l ex ib i l i t y  (Abratt and Smythe 1989). For 

example, recognition is i t s e l f  generally considered t o  be a non-monetary 

reward but  contests and conventions contain elements of recognition when 

the  winners a r e  announced and presented with prizes. Therefore, i n  order t o  

be able t o  determine the  best type of reward it is necessary t o  examine the  

dimensions of non-monetary rewards separately. 

Each of the  rewards can be thought of as including one o r  more of 

the  following dimensions: 

1. Recognition - Involves public acknowledgement of some sort. The 

acknowledgement can be wri t ten (e.g. publishing a name i n  a newsletter o r  

sending a congratulatory l e t t e r  t o  a salesperson) o r  verbal (making a 

presentation i n  f ront  of a group of people o r  a personal telephone call). 



2. Competition - This dimension refers  t o  t he  bas is  upon which the 

reward is given. Examples of competition a r e  very l i t t l e  o r  none (such as 

g iv ing  an  award based on years of service), competing against  yourself (such 

as giv ing  an  award f o r  meeting a goal o r  improving on performance), o r  

intense competition where only the  top performers receive a prize. 

3. Prize - The prize given may o r  may not have a monetary value. 

The reward can be a piece of merchandise o r  a promotion t o  a management 

position. The prize dimension can be thought of as being made up of three 

d i s t i n c t  types of prizes. Firs t ,  the  prize may have a monetary value. The 

value can be very small, such as a plaque, o r  very large, such as a t r i p  o r  

a car. Second, the  prize can be some form of job enrichment. A promotion 

would f a l l  i n t o  t h i s  category, as would a "President's Council" o r  other  

advisory group where salespeople a r e  asked f o r  t h e i r  input  on product and 

marketing decisions. Finally, the  prize can be some form of sa les  support. 

This prize involves items which make the  salesperson's job easier,  such as 

t r a in ing  and marketing support, 

4. Social - Non-monetary reward programs can involve a high degree 

of soc ia l  contact with management and with other  salespeople (e.g. 

conventions) o r  very l i t t l e  (e.g. contests where the  prize is delivered by a 

t h i r d  party). 

Each of these dimensions contains  a motivational component and the  

level of motivational effectiveness w i l l  l ikely vary among salespeople, 

These dimensions a r e  studied i n  t h i s  research. The following presents the 

research design, research questions and hypothesis development. 

Research Design 

The following out l ines  the  u n i t  and industry of study, and defines 

some key terms. 



U n i t  of Study 

The salesperson is the  u n i t  of study f o r  t h i s  research, and is defined 

as a person primarily involved i n  a sel l ing function. Studies which survey 

the  opinions of sa les  managers reveal just  that--the opinions of sales  

managers. Sales managers may o r  may not be accurate i n  t h e i r  perceptions 

of t he  rewards valued by the  sa les  force. Of course, t he  same can be sa id  

of the  opinions of salespeople. It is s ign i f i can t  i f  t he  perceptions of what 

is motivating d i f f e r s  between salespeople and sales managers and therefore 

the  study of salespeople's perceptions is appropriate. 

Occupational Structure 

The term occupational s t ruc tu re  is used i n  t h i s  study t o  d is t inguish  

between a salesperson who is an  employee of a company and one who works as 

an independent. An employee is a salesperson who can only se l l  f o r  one 

company. The employee may o r  may not be remunerated on a sa la ry  basis. 

Thus, t he  compensation plan is not t he  deciding factor. An independent 

works under contract and is self-employed. He may o r  may not s e l l  

exclusively f o r  one company but has  t he  option t o  do so i f  he wishes. An 

example of an independent is the  manufacturers' representative. 

Industry Studied 

The l i f e  insurance industry w a s  chosen f o r  t h i s  research f o r  a number 

of reasons: 

1. The researcher worked i n  t h e  indus t ry  f o r  a number of years and 

is fami l ia r  with the  rewards, jargon, and problems of t he  industry. 

2. Life insurance is a very d i f f i c u l t  s a l e  involving the  c rea t ive  

sa le  of an  intangible,  Non-monetary incent ives  a r e  very common i n  t h i s  



industry and therefore, l i f e  insurance salespeople a r e  fami l ia r  with a broad 

range of these rewards. 

3, Virtually all l i f e  insurance sa les  representatives a r e  paid on a 

commission basis. This means t h a t  t he  compensation plan, a possible 

confounding variable,  can be held c o n s t a n t  

4. Both occupational s t ruc tu re s  (employee and independent) a r e  common 

i n  the  industry. Both the  employee and the  independent perform the  same 

job. This means t h a t  the  effect  of occupational s t ruc tu re  can be examined 

while holding the  type of sale, another possible confounding variable, 

constant. 

Research Questions 

Empirical research on salespeople has generally focused on the  

employee sa les  force (c.f. Ford e t  a1 1979; Ingram and Bellenger 1981). The 

independent salesperson has been largely ignored and therefore we have very 

l i t t l e  information regarding any differences between these two common forms 

of sa les  force organization. 

With respect t o  non-monetary rewards we need t o  know whether non- 

monetary rewards, i n  general, a r e  more motivational f o r  one group than  the  

other  and which of t he  specif ic  dimensions a r e  t he  most motivational f o r  

each group. Therefore, t h i s  research seeks to  answer the  following 

questions: 

L Does occupational s t ruc tu re  (employee v s  independent) affect  
t h e  perceived motivational effectiveness of non-monetary 
incent ives  to salespeople? 

2 Does occupational s t ruc tu re  a f fec t  t h e  dimensions of non- 
monetary rewards which are perceived by salespeople to be 
motivating? 



Finally, there is no reason t o  believe t h a t  a l l  independent salespeople 

a r e  a l i ke  and all employee salespeople a r e  a l i ke  anymore than there is 

reason t o  believe t h a t  a l l  salespeople a r e  alike. Therefore, the  f i n a l  

research question is: 

3. Do d i f fe ren t  segments of independent salespeople and 
employee salespeople perceive d i f fe ren t  dimensions of wn-  
monetary rewards to be motivating? 

Hypotheses 

Because of the  common use of non-monetary incent ives  t o  motivate 

sa les  people and the  general belief by sa les  managers t h a t  these programs 

a r e  effect ive (Haring and Morris 1968; and Abratt  and Smythe 1989) it is 

expected t h a t  both types of salespeople w i l l  perceive some motivational 

effectiveness i n  non-monetary rewards i n  general. Therefore: 

HI: Both types of salespeople feel  t h a t  non-monetary incent ives  
have some perceived motivational effectiveness. 

One of the  fundamental differences between independents and employees 

is t h a t  the  independent is i n  business f o r  himself. The independent wants 

t o  build h i s  business and therefore should be motivated by rewards which 

help with t h i s  objective. Therefore: 

H2a) Independents are more l ike ly  than  employees to perceive 
t h a t  sales support has  motivational effectiveness. 

Employees, on the  other  hand, have an investment i n  t h e i r  company and 

can be expected t o  be motivated by rewards involving the job enrichment 

dimension. An independent is less  l ikely t o  be motivated by t h i s  dimension 

because he probably represents a number of companies and is more interested 

i n  h i s  o r  her  own business r a the r  the  business of the  companies he 

represents. The ref ore: 

H2b) Independents are less  l ike ly  than  employees to perceive 
t h a t  job enrichment has  motivational effectiveness. 



Recognition is frequently mentioned by sales  managers as an effect ive 

reward (Haring and Morris 1968; Abratt  and Smythe 1989) although research on 

salespeople generally indicates  it is a low motivator (Churchill e t  al, 1979; 

Ford e t  al, 1981; and Ingram and Bellenger, 1988). There is no reason to  

believe t h a t  independents and employees w i l l  d i f f e r  i n  t h e i r  reaction t o  

recognition. Theref ore: 

H2c) The recognition dimension has low perceived motivational 
effectiveness f o r  both independents and employees. 

There is also no reason t o  believe t h a t  independents and employees 

have d i f fe ren t  views on the  competition dimension of rewards. Theref ore: 

H2d) There is no difference between independents and employees 
with respect to t h e  perceived motivational effectiveness of t h e  
competition dimension. 

Independents often work i n  isolat ion and may not even have any s ta f f .  

Therefore, the  social  contact involved i n  many of the  rewards may be more 

important t o  the  independent than  the  employee who sees a number of people 

every day a t  the  office. Therefore: 

H2e) Independents are more l ike ly  than  employees to perceive 
t h a t  t h e  soc ia l  dimension is motivating. 

Past research involving employee sa les  forces has  found t h a t  age and 

tenure a r e  important discr iminat ing variables  i n  determining the  value of 

var ious rewards (c.f. Ford e t  a1 1979, Ingram and Bellenger 1981). One of t he  
\ 

few th ings  agreed upon i n  the  l i t e r a t u r e  is t h a t  young employee salespeople 

tend to  value a promotion very highly and older o r  longer tenured employee 

salespeople do not, These two groups can be thought of as d i s t i nc t  segments 

i n  t he  employee sa les  force. The independent sales  force is also l ikely t o  

contain some segments. The following segments i n  the  l i f e  insurance 

indus t ry  a r e  expected: 



L Among Independents 

AGENCY BUILDERS - These salespeople w i l l  have employees and other 

salespeople working f o r  them, hold industry designations (such as MDRT 

and CLU), have long tenure i n  the  industry,  s e l l  l ines  other  than l i f e  

insurance, have an off ice away from home, and have relat ively high 

incomes. 

LONERS - These salespeople work alone, e i t h e r  from an off ice o r  from t h e i r  

home. They have long tenure, s e l l  only l i f e  insurance, and have lower 

incomes than  the  agency builders. 

YOUNG INDEPENDENTS - This is the  smallest segment and represents salespeople 

who work f o r  an agency builder. They have sho r t  tenure, s e l l  only 

l i f e  insurance, and have the  lowest incomes of a l l  the  independents. 

2 Among Employees: 

PROMOTION ORIENTED - This type of salesperson took a sel l ing job to  get a 

promotion to  a management position i n  the  company. They have higher 

formal education than  the  other  segments and have been sel l ing l i f e  

insurance f o r  less  than  5 years. They have achieved, o r  a r e  working 

on, industry designations. 

CBREER SALESPEOPLE - These salespeople have longer tenure than  the  

promotion-oriented salesperson and have a low desire  f o r  a promotion 
\ 

t o  a management position i n  the  company 

It is likely t h a t  these segments w i l l  have differences among them 

with respect t o  the  perceived motivational effectiveness of the  dimensions 

of non-monetary rewards. Hypotheses regarding these differences a r e  

presented below. 

Promotion is a reward which is not avai lable  t o  independents but  is 

one which research suggests is highly valued by young employees (c.f. 



Churchill e t  a1 1979; Ingram and Bellenger 1983). It is reasonable to  believe 

t h a t  an employee who desires  a promotion w i l l  be motivated by rewards 

involving job enrichment. Therefore: 

H3a) Promotion-oriented employees are more l ike ly  to perceive 
t h a t  t h e  job enrichment dimension has  motivational 
effectiveness t han  do all other  segments. 

The sales support dimension is most l ikely t o  appeal t o  the  

independent who is attempting t o  build a business. This segment is 

represented i n  t h e  agency builders. On the  other  hand, employees a r e  l ikely 

t o  feel  t h a t  sales  support is owed t o  them ra ther  than  a reward. Therefore: 

H3b) Agency builders  are more l ikely to perceive t h a t  t h e  sales 
support dimension has  motivational effectiveness than  do all 
o the r  segments. 

Career salespeople among the  employees; and Loners among t h e  

independents; a r e  l ikely t o  have a number of aspects i n  common. Both have 

relat ively high incomes and have no other  objective than  to  s e l l  insurance. 

They have been sel l ing f o r  a number of years and a r e  unlikely t o  be 

motivated by job enrichment o r  sa les  support, The most motivating dimension 

f o r  them is probably the  competition dimension, which can put some in t e re s t  

back i n t o  what can become a very rout ine and boring job. Therefore: 

H3c)  Laners and Career Salespeople are more l ike ly  to perceive 
t h a t  t h e  competition dimension has  motivational effectiveness 
than  do a l l  other  segments. 

/ 

Career Salespeople, Loners and Young Independents a r e  the  groups which 

have few career  goals outside of selling. For example, the  Agency Builders 

a r e  seeking to  build a business and the  Promotion Oriented salespeople a r e  

t ry ing  t o  be promoted i n t o  management. We can expect t h a t  t he  prize 

dimension w i l l  be more motivating f o r  the  former groups. Therefore: 

H3d) Loners, Career Salespeople and Young Independents a r e  more 
l ike ly  to perceive t h a t  t h e  prize dimension has  motivational 
effectiveness than  do all other  segments. 
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Loners, by defini t ion,  work by themselves and do not have muc 

contact with other  salespeople. Therefore, t h i s  group may be more likely to  

value incent ives  which provide social  contact with other  salespeople and 

head off ice representatives than  do the  other  segments which have social  

contact on a day t o  day basis. Therefore: 

H3e) Loners are more l ikely to perceive t h a t  t h e  soc ia l  
dimension has  motivational effectiveness than  do all other  
segments. 

Finally, income is l ikely t o  have an influence on the  perceived 

motivational effectiveness of sa les  incentives,  par t icular ly with respect t o  

t he  competition element. Salespeople who a r e  very successful w i l l  enjoy the  

competition element of incent ives  perhaps because they have a good chance of 

winning. Because all l i f e  insurance salespeople a r e  remunerated on a 

commission basis, income can be used as a proxy f o r  sa les  success. 

Therefore: 

H3f) Salespeople with h igh  incomes are more l ikely to  perceive 
t h a t  t he  competition dimension has  motivational effectiveness 
than  salespeople with low incomes. 

The next chapter de t a i l s  t he  methodology used t o  collect the  da t a  and 

t e s t  t he  hypotheses developed above. 
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CHAPTER 4 

This research w a s  conducted by means of a mail survey of a random 

sample of licensed l i f e  insurance salespeople i n  B. C. The following presents 

t he  sampling frame, survey method, and questionnaire design. 

Sampling Frame 

The sampling frame includes a l l  licensed l i f e  insurance 

representatives i n  Br i t i sh  Columbia from a list obtained from the  Insurance 

Council of Br i t i sh  Columbia. A random sample of 800 names w a s  drawn. 

The benefit  of using a l l  licensed salespeople i n  the  province is t h a t  

biases due t o  the  specif ic  companies involved a r e  reduced. The selected 

sample represents approximately 40 d i f fe ren t  l i f e  insurance companies and no 

one company accounts f o r  more than  10% of the  sample. This means t h a t  the  

sample has been exposed to  a var ie ty  of different  incentives. 

The disadvantage to  t h i s  sampling frame is t h a t  there is no way t o  

ident i fy  ac t ive  from inac t ive  salespeople i n  the  sample selection. Many 

salespeople maintain an va l id  licence even though they no longer s e l l  l i f e  

insurance. Also, some people hold a licence f o r  purely administrat ive 

reasons and do not act ively sell. Twenty responses o r  telephone ca l l s  (2.5% 

of t he  sample) were re&ived indica t ing  t h i s  was the  case. 

Survey Method 

A mail survey is chosen because of t he  nature of questionnaire. The 

instrument requires a ce r t a in  amount of thought on the  pa r t  of the  

respondent and a mail survey allows the  respondent t o  complete t he  



questionnaire a t  a time when he has time t o  t h ink  about the  responses. 

This creates  greater  f l ex ib i l i t y  f o r  t he  respondent. 

Three separate mailings were undertaken as follows: 

F i r s t  Mailing - On April 17, 1991 the  f i r s t  package w a s  sent. The package 

contained a covering l e t t e r  on Simon Fraser University letterhead (see 

appendix A), a business reply re turn  envelope, and a sequentially numbered 

questionnaire. The cover l e t t e r  explained the  purpose of t he  survey, asked 

f o r  the  salesperson's par t ic ipat ion,  offered a summary of the  resu l t s  and an 

incentive. The incent ive involved a draw f o r  a computer pocket address and 

appointment record. The l e t t e r  w a s  signed by the  researcher and included 

the  researcher's l i f e  insurance indus t ry  designation (Fellow of the  Life 

Management I n s t i t u t e  o r  FLMI) i n  the  signature.  This indicates  t o  the  

salespeople t h a t  t he  person conducting the  study has worked i n  t he  industry. 

Postcard Follow-up - One week la te r ,  April 24, 1991, a postcard (see appendix 

B) w a s  sen t  t o  all members of the  sample. The postcard w a s  designed to  

serve as a reminder t o  complete the questionnaire. 

Final Mailing - The last mailing w a s  sen t  on May 7, 1991 t o  a l l  non- 

responders. This mailing involved 495 packages which contained a cover 

l e t t e r  (see appendix C), a business reply re turn  envelope, and a 

questionnaire. The cover l e t t e r  again offered the  opportunity t o  enter  the  

draw and emphasized the  h p o r t a n c e  of t h e i r  responses t o  the  survey. 

Questionnaire Design 

The questionnaire contains four  sections. Each of these sections is 

deal t  with below. 

Section One is designed t o  serve three  main purposes. Firs t ,  i t  is 

recognized t h a t  t he  research assumes t h a t  the  salespeople value having the 



incent ives  under study offered t o  them. Because of t h i s  bias, section one is 

designed t o  provide those who do not f ind  these incent ives  motivating the 

opportunity t o  voice t h i s  opinion. If such an opportunity is not provided 

it is l ikely t h a t  respondents with t h i s  type of a t t i t u d e  w i l l  not complete 

the  survey at all. 

Second, t he  remainder of t he  questionnaire is qu i t e  d i f f i cu l t  t o  

complete. A grea t  deal of thought is required and therefore, an easy 

question is required a t  t he  start of the  instrument t o  get  t he  respondents 

interested i n  t he  task. For t h i s  reason, a 4-point scale is employed. 

Finally, section one is used to  t e s t  hypotheses HI and H2. The questions 

asked i n  section one a r e  shown i n  f i gu re  1 below. 

Figure I - Stetion One Iluestions 

The items included i n  t h i s  question a r e  incent ives  which a r e  commonly 

offered i n  the  l i f e  insurance industry and a re  also very s imi l a r  to  those 

s tudied by Berry and Abrahamsen (1981) i n  t h e i r  survey of manufacturers' 



( 

representatives. This allows f o r  some comparison of t h e  resu l t s  t o  assess 

generalizabili ty.  

Section Two contains  the  conjoint analysis  question. The resul ts  of 

t h i s  question a r e  t he  bas is  f o r  the  tes t ing  of the  remainder of t he  

hypotheses. Conjoint analysis  is chosen because of t he  a b i l i t y  t o  provide 

information about t he  pa r t s  of t he  incent ive from a respondent's evaluation 

of the  whole. This is desirable because of the  expected d i f f icu l ty  fo r  

respondents of evaluat ing the  dimensions of the  incent ives  i n  isolation. 

The paragraph method of presentation is used because the  questionnaire is 

being administered by mail. This method is the  eas ies t  f o r  t he  respondent 

t o  understand i n  a self-administered setting. The paragraph method also 

provides t he  most r ea l i s t i c  and complete description of t he  stimulus. (Green 

and Srinivasan, 1978). The use of a mail survey also suggests the  use of a 

r a t i ng  task  as opposed t o  a ranking task. Ranking is d i f f i c u l t  t o  do with 

large numbers of s t imu l i  i n  a self-administered set t ing.  

The conjoint design consis ts  of three features  with four  levels of 

each feature. Using an orthogonal design t h i s  resu l t s  i n  16 packages f o r  

the  respondents t o  analyze. The fea tures  included are: recognition, reward, 

and qua l i f ica t ion  bas is  (or how the  winners a r e  decided). Through the  

l i t e r a t u r e  review and discussions with industry representatives (Pepper 1991; 

Bowers 1991; Mannion 1991; Johnson 1991; Far r i sh  1991; and Hodsman, 1991) it was 

determined t h a t  these features  a r e  present i n  almost a l l  incentives. The 

other  major dimension, the  soc ia l  dimension, is not included as a fea ture  

because it is d i f f i c u l t  t o  include i n  a l l  incent ives  and the  inclusion of 

another fea ture  would make the  respondent t a sk  too diff icul t .  

The levels of the  features  a r e  determined based on industry practice 

(Pepper 1991; Bowers 1991; Johnson 1991; Hodsman 1991; Farr ish 1991; and Mannion, 



1991). The levels are also chosen t o  represent a wide range of incent ives  

and allow f o r  tes t ing  of t he  hypotheses. The levels of t he  features  are: 

L Recognition 

a) If  you win, your name and accomplishment are published i n  the company 

newsletter which is read by o ther  agents. 

b) If you win, you receive a telephone c a l l  from a head off ice 

representative congratulating you. 

c) I f  you win, a presentation is made t o  you a t  a pr iva te  dinner attended 

by you and your guest and two head off ice representatives. 

d) If you win, a presentation is made t o  you at a banquet attended by the  

company's top agents. 

Each of these levels represents a different  type of recognition. Level 

a) involves high recognition with no social  aspect, Level b) represents 

almost no recognition and no recognition from peers. Levels c) and d) have - 
higher  social  aspects and represent high levels of recognition. I t  could be 

argued t h a t  c) and d) also provide a reward e.g. a f ree dinner. Recognition 

is often d i f f i cu l t  t o  separate from some type of reward e.g is receiving a 

plaque f o r  some accomplishment the  reward of a plaque o r  recognition. In 

the  levels presented above the  potential  "reward" portion of the  recognition 

is not emphasized i n  order t o  focus on the  recognition aspect. Also, 

pretesting and industry interviews (Pepper 1991; Bowers 1991; Farr ish 1991; and 

Mannion, 1991) ind ica te  t h a t  these a r e  common methods of recognition used i n  

the  industry and the  salespeople tend t o  view them as such. 

2 Reward 

a)  If you win you receive a 5 day t r i p  f o r  two t o  Hawaii, including a i r  

f a r e  and accommodation. 



b) If you win you receive a 5 day t r i p  f o r  two t o  H a w a i i ,  t o  attend the  

company convention with other  agents and t h e i r  guests. 

C) If you win you receive a s ea t  on the  President's Council which involves 

meeting with the  President and the  Vice-president of Marketing t o  discuss 

product and marketing issues. 

dl If you win you receive 2000 copies of a custom designed brochure 

produced and paid f o r  by the  company and bearing your name and address f o r  

use i n  a mail campaign. 

Levels a) and b) a r e  very similar except t h a t  b) involves a much 

higher  social  element. Thus, these two a l te rna t ives  can be used t o  represent 

t he  social  dimension. Level c) represents a job enrichment s t rategy by 

providing the  salesperson the  opportunity t o  g ive  input  t o  t he  company. 

Finally, level d) represents sa les  support by providing the  salesperson with 

something which can be used t o  increase sales. A l l  of these items a r e  used 

i n  t he  l i f e  insurance industry. 

3. Qualification Basis 

a)  You win i f  you produce 10% more premium t h i s  year than  last year. 

b) You win i f  you a re  one of the  top 20 agents, based on premium produced 

f o r  t he  year, i n  t he  company i n  Western Canada. 

C) You win i f  you produce more than  $10,000 i n  annual premium i n  3 months. 

d) An entry is placed i n  a draw fo r  every application submitted i n  a 3 

month period and you win i f  your name is one of the  f i r s t  20 names drawn. 

Level a)  represents competition aga ins t  yourself and is a) relat ively 

low level of production improvement. Level b) is the  highest level of 

competition, involving d i rec t  competition aga ins t  other  salespeople. This 

would be the  hardest level to  a t ta in .  Level c)  is a moderate level of 

production which would not be d i f f i cu l t  t o  a t ta in .  The time period is much 



shor te r  than  the  other  levels. Finally, level d) represents luck ra ther  than 

competition. Again, these a r e  methods of determining winners which a re  used 

i n  t he  industry. Also, t he  term qual i f ica t ion  is one which is common i n  the  

l i f e  insurance industry and therefore is fami l ia r  t o  the  salespeople (Pepper 

1991; Bowers 1991; Johnson 1991; and Mannion, 1991). Figure 2 presents an 

example of the  respondent t a sk  i n  t h i s  section of t he  questionnaire. 

Figure 2 - h a ~ p l e  of Conjoint Analysis  Question 
I 

f Moot life i n s u m  companies fa1  tha incentives, o v u d  above aunmissia~, help to pmvide motivation for you q an agent. 
i We would like to know how you kel about these incauivcs Pd which ones you feel ue the most motivating. 

Ruse rate each of tht following on a scale from 1 to 10 in terms of how well you feel the incentive would increase your 
motivation to sell. A rating of 1 indicates that you feel the incentive provides very low or no motivation for you, 2 indicates 
you feel the incentive pmvides just a little motivation and so on. If you think the incentive provides a great deal but not the 
maximum amount of motivation you would circle 9. Circle only one number for each incentive. Please Note: some of the 
incentives are similar but each has a unique aspect. It is imponant for us to have your opinion on each one. 

f I. If you produce 10% more pnmiurn this year than last year you win a 5 day bip f a  

) two lo Hawaii. including airfa and accanmodarin In addition. your name and 1 2 3 4 5 6 7 8 9 10 

i wumpliduneat would be published in the annpany newskuu which is rad by 
j ocheryenu. 

Section Three involves a ra t ing  of a holdout sample of the packages 

outlined i n  t he  section Two. The t a sk  is t o  d i s t r i bu te  100 points among the  

four  incent ive packages t o  represent t he  re la t ive  motivational effectiveness 

of t h e  packages. Figure 3 presents the  respondent t a sk  i n  t h i s  question. 

This section is used f o r  analysis  i n  pa r t  Two of t h i s  research 



Figure  3 - Sec t ion  Tbree Quest ion 
r 

Please indicate how motivating eachof the following incentives is to you by assigningpoints to eachone. You have 100 points 
in total to distribute amongthe fourincentives Thenumberofpoints you assign indicates how motivating you feel the incentive 
is. Forexample, if you feel that all incentives an equally motivating you would give each one 25 points. However, if you feel 
that one incentive is 7 times as motivating as all the orhers you would give that incentive 70 points and the others 10. Use any 
combination of points as long as the total is 100. 

If you produce 10% more premium this y w  than last year you win a seat on the 
President's Council which involves meeting with the President and the Vicc- 
President of Marketing to discuss product and marketing issues. In addition, a 
presentation would be made to you at a private dinner attended by you and your 
guest and two head oflice representatives. 

If you art one of the top 20 agents, based on premium produced for the year, in 
thecompany in WesternCanada, you win a 5  day trip fortwo to Hawaii, including 
airfare and accommodation, to attend the company convention wilh other agents 
and their guests. In addition, you would receive a telephonecall from a head office 
representative congratulating you. 

An envy is placed in a draw for every application submitted in a 3 month period 
and if your name is one of the first 20 names drawn you win 2000 copies of a 
custom designed bmchurc produced and paid for by the company and bearing 
your name and address for use in a mail campaign. In addition, a presentation is 
made to you at a banquet attended by the company's top agents. 

If you produce more than S10.000 in annual premium in a 3 month period you 
win a 5 day trip for two to Hawaii, including airfare and accommodation. In 
addition, your name and accomplishment are published in the company news- 
letter which is read by other agents. 1 

Section Four involves the  collection of c lass i f ica t ion  da t a  on the  

salespeople. Areas covered are: age, income, formal education, industry 

education, types of products sold, desire  f o r  a promotion, years of service 

and working conditions. 

The questionnaire (see appendix D) is only f i v e  pages long and 

includes ample space f o r  t he  respondent t o  provide addi t ional  comments i f  

desired. Findings of t he  survey a r e  presented i n  t he  next chapter. 



CHAPTER 5 

RESULTS 

The following presents the  response rate,  an analysis  of non-response 

bias, de t a i l s  of cases excluded from the  analysis, t he  method of analysis, 

descr ipt ive information on the  sample and the  resu l t s  of hypothesis testing. 

Response Rate 

Forty-six questionnaires (5.75% of the  sample) were returned 

undeliverable, 20 respondents indicated they had retired, l e f t  the  business, 

o r  f o r  some reason were not act ively sel l ing l i f e  insurance, and 402 

questionnaires were received fo r  an i n i t i a l  response r a t e  of 55.45%. Two of 

t he  questionnaires were not complete f o r  a usable response of 400 

questionnaires o r  a response r a t e  of 55.17%. This r a t e  is considered t o  be 

sa t i s fac tory  given the  na ture  of the  sample. In  addition, close t o  40% of 

respondents took the  time t o  wri te  comments on t h e i r  questionnaires 

ind ica t ing  t h a t  t h i s  is an  a rea  of grea t  interest ,  and s t rong opinions, t o  

l i f e  insurance salespeople. 

Non-Response Bias 

Non-response b ias  is not considered t o  be a major concern due to  the 

response rate. However, because the  questionnaire assumes t h a t  salespeople 

l i k e  and support sales  incent ives  it is important t o  assess non-response 

bias. It is reasonable t o  expect t h a t  salespeople who do not l i k e  sales  

incent ives  would be less  l ikely t o  complete t he  questionnaire. Non-response 

b i a s  is examined i n  three areas. 

Firs t ,  96 questionnaires (24% of the  respondents) were received i n  

response t o  the  last mailing. A stepwise discriminant analysis  dividing the  

sample i n t o  l a t e  and non-late responders was performed. The resul t ing 



function does not c lassify well with the  percent of cases correctly 

classif ied a t  66.55% and the chance proportional c r i t e r ion  a t  64.9%. A rule 

of thumb is to  add 25% t o  the  chance c r i t e r ion  t o  account f o r  t he  upward 

b i a s  created by using the  same cases f o r  developing the  function and fo r  

c lass i f ica t ion  (Hair, Anderson and Tatham 1987, p. 90). This gives a chance 

c r i t e r ion  of 81.2% and thus  we can conclude t h a t  l a t e  responders a r e  not 

s ign i f icant ly  different  from the remainder of the responses. Details of t he  

discriminant analysis  a r e  included i n  Appendix E. 

Second, almost 40% of the  respondents made comments on the  

questionnaires. Twenty-two percent of these comments can be classif ied as 

being negative toward sa les  incentives. This ind ica tes  t h a t  some people who 

do not support o r  l i k e  these incent ives  completed the questionnaire, and 

although t h i s  group does not represent a large proportion of t he  sample, it 

is s ign i f i can t  t h a t  these opinions were expressed. Sales incentives a r e  very 

widely used and the number of negative responses to  a questionnaire which 

did not really i n v i t e  such responses ind ica tes  t h a t  fu r the r  research is 

needed i n  t h i s  area. 

Finally, the  survey instrument w a s  designed to  measure the  

motivational effectiveness of incent ives  and an incent ive was offered f o r  

responding. This could potentially create  a bias. The majority (83.7%) of 

respondents entered the  draw. Late responders were less  l ikely t o  enter  t h e  

draw (t-test  p=0.000) than the  remainder of t he  sample. However, t h i s  could 

be due to  l a t e  responders believing t h a t  the  draw had already taken place 

r a the r  than  a lack of i n t e re s t  on t h e i r  part. Thus, we can conclude t h a t  

the  incent ive f o r  par t ic ipat ing did not create  a b i a s  i n  the  responses. 



Reduction of Data 

The sample frame includes a l l  licensed l i f e  insurance salespeople i n  

Br i t i sh  Columbia and, as mentioned ear l ier ,  includes some respondents who 

are not appropriate f o r  t h e  sample. Three groups a r e  of par t icu lar  concern. 

Firs t ,  29 branch managers responded, probably i n  order t o  receive a summary 

of t he  results. These respondents a r e  ident i f ied  by t h e i r  response to  

section four, question 15 and a r e  excluded from the  analysis  because sel l ing 

is not t h e i r  primary focus. 

The second group includes stockbrokers who also hold a l i f e  insurance 

licence. A respondent is ident i f ied  as a stockbroker i f  stocks a r e  indicated 

as a product sold i n  response t o  section four, question 7. This group (44 

cases) is excluded because they se l l  very l i t t l e  insurance. 

Finally, seven cases a r e  excluded because t h e i r  responses exhibited no 

var iab i l i ty .  These subjects gave the  same response t o  every question 

ind ica t ing  t h a t  they did not put  much thought i n t o  the  responses. The 

number of responses remaining a f t e r  the  exclusion of these groups is 320, 

Descriptive Information 

The sample draws from close t o  40 d i f fe ren t  companies and appears to  

represent a good cross section of salespeople. The sample is primarily male 

(82.2%) and has very few respondents under age 25 (3.1%). This is not 

surpr i s ing  as men out  number women i n  t he  industry and it is very 

d i f f i c u l t  f o r  young people t o  succeed i n  t he  industry. Some descriptive 

information on the  sample is presented i n  appendix F. 

Method of Analysis 

Univariate  and mult ivar iate  s t a t i s t i c s  a r e  used where appropriate 

throughout t he  analysis. Analysis is performed using the  S ta t i s t i ca l  



Package f o r  the  Social Sciences (SPSSx). The majority of tes t ing  is conducted 

using ANOVA. Planned contrasts,  based on t h e  hypotheses, a r e  conducted when 

un iva r i a t e  F-tests a r e  s ignif icant .  

The conjoint analysis  questions a r e  analyzed using the  Bretton and 

Clark Conjoint Analyzer (1988). Ut i l i ty  funct ions a r e  estimated using the 

pa r t  worth model. This is the  most common conjoint analysis  model and the 

one which is most appropriate f o r  qua l i t a t i ve  features  (Bretton and Clark 

1988, p. 46). The program estimates the  pa r t  worths v i a  dummy variable  

regression (ordinary leas t  squares) employing effects  coding. The output of 

t he  program is in te rva l  scaled pa r t  worths and an intercept,  If we assume 

t h a t  t he  respondents a l l  view the  measurement scale  i n  t he  same manner then 

we can view the  intercept  as a measure of t he  overall  motivational 

effectiveness of the  incentives. 

The re la t ive  importance of each fea ture  is found by examining the  

range of the  par t  worths f o r  the  levels of t he  feature. The la rger  the  

spread between the  highest and lowest par t  worth, t he  more important the 

fea ture  is i n  the  u t i l i t y  function. Continuing with the  assumption t h a t  all 

respondents view the  scale i n  the  same manner t he  intercept  can be added to  

t he  ind iv idua l  pa r t  worths t o  allow f o r  comparisons between groups with 

respect t o  t he  magnitude of t he  pa r t  worths. A table  of var iables  is 

presented i n  Appendix G. 

Table 8 (p. 57) presents the  par t  worths f o r  each level of each 

variable,  



Table 8 - Conjoint Analysis Part llorths 

INDEPENDENTS EMPLOYEES RECOGNITION DIMENSION SAMPLE 
(N=320) 

Range of Par t  Worths 1.627 1.606 1.630 

Nean Pa r t  Worths 
1. Name i n  Newsletter 0.380 0.383 0.374 
2. Pr iva te  Dinner -0.391 
3. Banquet Presentation 0.363 
4. Receive Phone Call -0.352 

COMPETITION DIHENSION 
Range of Par t  Worths 1.986 

Nean Par t  Worths 
1. Ten Percent Increase 0.570 0.566 0.574 
2. Top 20 Agents -0.163 
3. More than  $10,000 0.308 
4. Enter Name i n  Draw -0.715 

PRIZE DIMENSION 
Range of Par t  Worths 3.255 

Mean Par t  Worths 
1. Attend Convention 0.865 0,747 0.951 
2. Go on Trip 0.911 0.834 0.969 
3. Receive Brochures -0.835 -0.739 -0.896 
4. President's Council -.0941 -0.842 -1.024 

Findings and Hypothesis Testing 

Throughout t h i s  section specif ic  hypotheses a r e  tested and o ther  

f indings a re  reported. 

Hypothesis HL: Both types of salespeople (career and independent) feel  t h a t  
non-monetary incent ives  have some motivational effectiveness. 

This hypothesis is tested i n  two ways. Firs t ,  responses to  the  

questions i n  section one allow f o r  a response of "no motivation" to  the 

various non-monetary incent ives  presented. The scale ranges from 0 to  4 

with 0 representing no motivation and 4 representing high motivation. 
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Table 9 shows the  percentage of a l l  respondents who selected e i the r  low o r  

no motivation f o r  each of t he  questions as well as the  mean response. 

Table 9 - Percen ta te  B e ~ o r t i n n  60 Wotivat ion 

Commission Bonuses 
Sales Training 
Product Training 
Public Recognition 
Input t o  Marketing 
Production Goals 
Conventions 
Contest 
Performance Reports 
Customized Brochures 

T-tests of the  hypothesis t h a t  the  mean is grea te r  than o r  equal t o  1 a r e  

s ign i f i can t  a t  p=0.001 f o r  a l l  variables. Only sales  t ra in ing ,  recognition, 

product t ra in ing ,  and commission produce s ign i f i can t  resul ts  (p=.05) f o r  the  

hypothesis t e s t  t h a t  the  mean is grea te r  than  2. These resu l t s  ind ica te  

t h a t  the  salespeople, both independent and career, f ind  some motivational 

value i n  the  sales  incent ives  examined i n  t h i s  question, although the  values 

a r e  not t h a t  high, 

A f u r t h e r  t e s t  of t h i s  hypothesis is avai lable  from the  conjoint 

analysis. If we assume t h a t  a l l  respondents view the  10 point scale used i n  

the  conjoint analysis  questions i n  the  same manner then we can examine the  

value of the  intercept  calculated as an indicat ion of the  general 

motivational effectiveness of the  packages presented. The scale used was 

anchored a t  1 - low motivation and 10 - high motivation. The mean value of 

the  intercept is 5.485 with a standard deviat ion of 1.696. This mean is 

greater  than  o r  equal t o  5 (t=5.176, p=0.0001). 

Thus, t he  general indicat ion is t h a t  salespeople f ind  the  sales  

incent ives  to  be motivating, but the  support is not over whelming. However, 



as previously mentioned, t h i s  research is somewhat biased toward those who 

f ind  incent ives  motivating and therefore, both of these t e s t s  should be 

viewed with caution. The high percentages who feel t h a t  some of the  

incent ives  have no motivational effectiveness and the number of respondents 

who made negative comments regarding incent ives  (8.4%) indicates  t h a t  

f u r t h e r  research i n  t h i s  a rea  is required. 

Hypotheses H2a through H2e deal with differences between independents 

and employees. The following out l ines  some differences between these groups. 

Independents versus Employees 

Respondents a r e  classif ied as e i the r  independents o r  employees based 

on the  company l i s ted  as the  primary car r ie r ,  the  number of companies they 

represent and the  percentage of the  to t a l  business given t o  the  primary 

carr ier .  Appendix H contains de t a i l s  of the  segmentation process and 

resu l t s  of a discriminant analysis. The d iv is ion  resu l t s  i n  127 respondents 

c lassif ied as independent and 189 as employee salespeople. Independents s e l l  

f o r  more companies than  employees and g ive  a lower percentage of t h e i r  t o t a l  

business t o  t h a t  company. Table 10 outl ines  other  differences. 

Table 10 - Differences Between l n d e ~ e n d e n t  and E l ~ l o v e e  Salespeople 

&e 4.9764 4.3333 0.0346 

Years Selling 8.0157 5.9096 0.0000 

Sell General Ins. 0.1496 0.0476 0.0017 

Number of co-workers 1.9843 2.4921 0.0000 

Percentage of Income 
from Life Insurance 2.7934 3.6480 0,0000 

Total Income 3.9333 2.9887 0.0000 



It is in te res t ing  t o  note (table 11 below) t h a t  employee salespeople feel 

t h a t  t h e  incent ives  under study have grea te r  motivational effectiveness do 

than  the  independent salespeople. 

Table 11 - Differences k t v e e n  Independent and Enployee - Conjoint Analysis 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ......... ........................................................ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  , .,.,:'i ..' . ; ~ ~ f i ~ F * B ; ; ; : ; ~ ; ~ ; ; : ~ , ; ~ ; ; ; ; ; ~ ; ~ ~ ; : , ; ~ ~ ~  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ........ :: . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ...1 ................... ....... .: .:.. .:. .:.:.::.:., ::.:_:.:.: :x.:.:.:: :..: : :  .:::: :: ............................................... ' 

Conjoint Analysis Intercept 6.7227 .0100 1 ! i 
Independents i 5.1781 127 
Employees 5.6802 189 

--- 

While there a r e  no s tudies  which could be located involving a comparison of 

independent and employee sa les  forces, Berry and Abrahamsen (1981) found t h a t  

independent manufacturers' representatives feel t h a t  contests and recognition 

a re  low motivators. Therefore, t he  f inding is not unexpected. 

This f inding is confirmed when we examine the  responses t o  section 

one, on the  scale  of 0 t o  4 with 0 being no motivation and 4 being high 

motivation, presented i n  table 12 below. 

Reports 
Contest 
Recognition 
Goals 
Conventions 
Commission 
Advice 
Sales Train 
Product Train 
Brochures 

We can see from t h i s  table  t h a t  t he  incent ives  receiving the  highest 

scores from both groups of salespeople a r e  increases i n  commission ra tes  

with higher  production, and sa les  and product t ra ining.  Employees give 

s igni f icant ly  higher  scores than independents t o  recognition, reports 



ranking salespeople aga ins t  each other, mutually established goals, and 

conventions. 

Table 12 also ind ica tes  t h a t  both employee and independent salespeople 

feel t h a t  t ra in ing ,  both sales  and product, is highly motivating. Berry and 

Abrahamsen (1981) found t h i s  same resul t  i n  an  independent sales force but  

no study could be located which examines t h i s  incent ive with an employee 

sa les  force. However, given past  f indings t h a t  t he  higher-order rewards 

(such as feelings of worthwhile accomplishment and respect) a r e  very 

important t o  both types of sa les  forces (Berry and Abrahamsen 1981; and 

Churchill e t  a1 1979) it is not surpr i s ing  t h a t  t r a in ing  is seen as 

motivating. If t r a in ing  increases feelings of self  worth then it is an 

effect ive motivator. Of course, t r a in ing  may be effect ive merely because it 

makes the  job eas ie r  t o  perform. 

The resu l t s  of hypothesis tests relat ing t o  differences between 

independents and employees a r e  presented below. 

Hypothesis H2a: Independents are more l ike ly  than employees to  
perceive sales support as having motivational effectiveness. 

Sales support i n  t h i s  research is represented by the  provision of 

customized brochures f o r  use i n  a mail campaign. This hypothesis is not 

supported by the  responses t o  t he  conjoint analysis  questions o r  t he  

question regarding brochures i n  section One. In both cases, the  mean 

response between the  two groups a re  not s ign i f icant ly  different  as shown i n  

tab le  13 below. 



I Motivation of Receiving 
i 
i Brochures (0 - none, 3 - high) 
i 

Independents 
i Employees 
; 

The opportunity t o  receive brochures is one of the  lowest rated prizes 

fo r  a l l  respondents (see table  12, p.60) and the  resul ts  of t h i s  hypothesis may 

be different  i f  an a l te rna te  form of sales  support was tested. An example 

would be co-op advert is ing which was requested frequently i n  the comments 

made by respondents. 

Hypothesis H2b: Independents a r e  less l ikely than  employees t o  perceive t h a t  
t he  job enrichment has  motivational effectiveness. 

Job enrichment is represented by the opportunity t o  join the 

President's Council. Both conjoint analysis  pa r t  worths and responses t o  

section one indicate  t h a t  there is no difference between these two groups. 

Table I4  - Tests for Byvothesis BZb 

1 Motivation of Receiving 
' Meeting with Executives (0-none, 3-high) .0185 .8919 

j Independents 
f Employees 

i ; Conjoint Part Worth f o r  Receiving Meeting 
! with Executives (plus intercept) 
i 

1.5675 .2115 

Independents 4.3366 127 
Employees 4.6561 189 i 

1 i -- 
Again, t h i s  is a weak representation of job enrichment and responses 

may reflect d i ssa t i s fac t ion  with current  programs being offered which may 

not be taken seriously by the  salespeople o r  t he  companies offering them. 

This representation was chosen because i t  is common i n  the l i f e  insurance 



industry and therefore i t  w a s  f e l t  t h a t  a l l  salespeople would be able t o  

evaluate it. 

Hypothesis H2c: The recognition dimension has low perceived motivational 
effectiveness f o r  both independents and employees. 

A s  can be seen i n  table  12 (p. a), employees reported a higher degree 

of perceived motivation from recognition i n  response t o  the section one 

question. Recognition ranks fourth,  i n  terms of the  mean response, out of 

the  ten incent ives  evaluated. Another measure of the  importance of t he  

recognition dimension resu l t s  from conjoint analysis. The importance of the 

dimension is taken as the  range of values fo r  the  four  levels i n  t h i s  

dimension. Figure 4 graphs the  d i s t r i bu t ion  of preferences for  the  

dimensions. 

Figure  4 - Preference f o r  D i ~ e n s i o n s  
Preference for Dlmenalona 

81 Independents Employees 

This f inding f o r  recognition is also confirmed by responses to  section 

one where recognition received a mean response of 1.9 out  of a maximum score 



of 3. This resul t  is consistent with past s tud ies  (c.f. Churchill e t  a1 1979) 

where recognition has been ranked very low. 

A T-test f o r  the  difference of means on t h i s  var iables  indicates  t h a t  

there  is no difference between the  two groups (~4.264). This is 

contradictory t o  t he  resu l t s  from t h e  section one question regarding 

recognition reported above. The two questions a r e  measuring somewhat 

different  th ings  and the  conjoint analysis  is limited t o  t he  a l te rna t ive  

presented while the  question i n  Section One is more general. This may 

account f o r  the  inconsistency. 

This f igure  also demonstrates t h a t  f o r  both groups prize is the  most 

important dimension and recognition the  l ea s t  important. Of course, t h i s  

resul t  is great ly  affected by the  par t icu lar  levels chosen, For example, the  

inclusion of a very undesirable a l te rna t ive  w i l l  increase the  range and thus  

i n f l a t e  the  apparent importance of the  dimension. It can be argued t h a t  the  

largest  range i n  t he  levels occurs i n  the  prize dimension with there being a 

tremendous gap between receiving a t r i p  t o  Hawaii and receiving some 

brochures. However, there would also seem t o  a be big gap between receiving 

an award a t  a banquet and receiving a telephone call. 

Figure 4 also shows t h a t  t h e  competition element is qu i t e  important 

i n  deciding the  motivational effectiveness of the  incent ives  examined. The 

process theories  of motivation suggest t h a t  the  method of g iv ing  the  reward, 

i.e. competition dimension o r  bas i s  of g iv ing  the  reward, is important and 

t h i s  is somewhat confirmed by t h i s  study. 

Hypothesis H2d: There is no difference between independents and employees 
with respect to the  perceived motivational effectiveness of t h e  competition 
dimension. 



ANOVA resu l t s  ind ica te  t h a t  t he  importance of t he  competition 

dimension calculated from t h e  conjoint pa r t  worths does not vary between 

independent and employee salespeople (see table 15) supporting the  hypothesis. 

Table IS - Tests for Bv~othesis 82d 

i Range of pa r t  worths f o r  i 
! Competition Dimension i 

127 1 Independents 1.9567 
i 
i Employees 2.0066 189 i 

i 
j i 

Hypothesis H2e: Independents a r e  more l ikely than  employees t o  perceive t h a t  
t h e  social dimension has motivational effectiveness. 

The importance of the  social  dimension is measured by the  difference 

between the  conjoint analysis  par t  worths f o r  winning a convention and f o r  

winning a t r ip .  The only difference between these two prizes is t h a t  with a 

convention the  prize involves in te rac t ing  with head off ice people and other  

salespeople. In  table  16 a negative value indicates  t h a t  a t r i p  is preferred 

over a convention. 

' Part Worth of Convention 
i 
i minus pa r t  worth of Trip 
i 

Independents -5.2647 127 
Employees -5.6987 189 

These resu l t s  ind ica te  t h a t  there is a difference between the  groups, 

however, the  group which prefers t o  have social  interact ions is the  

employees. Although the  opposite of what is hypothesized, t h i s  f inding is 

not t h a t  surprising. Employees have chosen an  environment which involves a 

grea t  deal more soc ia l  contact with other  salespeople than  independents and 

the  da t a  suggest t h a t  they value t h i s  soc ia l  contact more. 



The remaining hypotheses a r e  based on differences within the  groups 

of independents and career  salespeople. In other  words, these hypotheses 

assume t h a t  not a l l  independents and employees a r e  the  same. Therefore, 

before the  resu l t s  of these hypotheses can be tested it is necessary t o  

d iv ide  the  sample i n t o  the  relevant groups. 

Segmentation Into Groups 

The process used t o  ident i fy t he  groups is outlined i n  Appendix I. A 

discriminant analysis  performed on the  resul t ing f i v e  groups c lass i f ies  

with a h i t  r a t i o  of 58.76% versus a proportional chance c r i te r ion  of 28.3%. 

Adding 25% t o  the  chance c r i t e r ion  we have 35.36% indica t ing  t h a t  the  

function discriminates qu i t e  well. Details of t he  discriminant analysis  a r e  

included i n  appendix I. 

The resul t ing groups a re  as follows: 

L Agency Builders (n=74) - These salespeople have other  salespeople under 

contract and have salar ied employees working f o r  them. They are  a l l  

independent salespeople. The salespeople a r e  older, have been sel l ing l i f e  

insurance fo r  an average of 8.7 years, and a r e  l ikely t o  have designations 

such as MDRT, CLU, and CHFC. They hold contracts  with an average of 6 

companies and g ive  only s l igh t ly  over 60% of t h e i r  business to  t h e i r  primary 

carr ier .  This is also the  group most l ikely t o  s e l l  general insurance and 

mutual funds i n  addition t o  l i f e  insurance and report the highest incomes. 

2. Young Independents (n=19) - This group is, as expected, very small. These 

salespeople a r e  younger than the  agency builders and have been selling 

insurance f o r  less  than  2 years. They represent an average of 3 companies 

and a r e  also l ikely to  s e l l  general insurance i n  addition t o  l i f e  products. 



Education levels a r e  higher i n  t h i s  group than among o ther  groups of 

independents but income is generally low. 

3. Loners (n=34) - This last group of independents is the  oldest of a l l  the  

groups and has been sel l ing insurance f o r  a long time period (an average of 

10 years). These salespeople have professional designations such as MDRT, 

and CLU but a r e  not l ikely t o  hold the  CHFC (f inancial  planning) designation. 

They represent a large number of companies (average of 5) and g ive  close t o  

60% of t h e i r  business to  t h e i r  primary carr ier .  They se l l  mutual funds but 

not general insurance. The group has high incomes, low education, and the  

lowest number of co-workers of a l l  the  groups. 

4. Promotion Oriented Career Salespeople (n=50) - These salespeople a r e  the  

youngest of a l l  the groups (generally under 35) and have been sel l ing 

insurance f o r  an average of 3.5 years. They a r e  less  l ikely to  hold 

professional designations, probably due t o  t h e i r  sho r t  tenure i n  t he  

industry. They represent one company and g ive  v i r tua l ly  a l l  of t h e i r  

business t o  t h a t  company. The group reports the  highest number of co- 

workers of any of the  groups and has low incomes and high levels of 

education. This group rel ies  most heavily on l i f e  insurance as a source of 

income of a l l  the  groups. 

5. Career Salespeople (n=129) - The largest  of the  f i v e  groups, these 

salespeople have been sel l ing insurance f o r  an average of 6.8 years, hold 

professional designations, and represent an average of 2.3 companies. Unlike 

the independents, the  primary c a r r i e r  is given close t o  95% of l i f e  insurance 

business. The group reports higher levels of income than  the  promotion- 

oriented career  salespeople. They also rely on l i f e  insurance for  the  

majority of t h e i r  income. These salespeople have been with t h e i r  current  

company approximately 3.5 years and have l i t t l e  desire  fo r  a promotion. 



These groups a r e  used as the  bas is  of tes t ing  the  following 

hypotheses. Because of the  very small number of Young Independents, resu l t s  

of hypotheses involving t h i s  group must be viewed with caution. It is 

in te res t ing  t o  note t h a t  each of these groups perceives the  overall  

motivational effectiveness of these incent ives  differently. Figure 5 shows 

differences i n  the  means of the intercept  from the  conjoint analysis  among 

groups. ANOVA on t h i s  var iable  is s ign i f i can t  a t  p=.0023 

f i g u r e  I - Dif fe rences  i n  Perceived H o t i v a t i o n a l  Ef fec t iveness  Along Groups 

Promo Yng Ind. Coreer Loners 

This resu l t  is related t o  t he  effect  of income reported l a t e r  i n  t h i s  

section. Income is found t o  be related t o  t h e  perceived motivational 

effectiveness of the  incent ives  and the young independents and promotion 

oriented salespeople a r e  t he  groups with the  lowest incomes. However, t he  

resu l t s  remain s ign i f i can t  (p=.005) with income used as a covariate. 

Hypothesis H3a: P m m o t i o n ~ r i e n t e d  employees are more l ikely t o  perceive 
t h a t  t he  job enrichment dimension has motivational effectiveness t han  do all 
o ther  segments. 



Responses to  the  question i n  section one regarding "sol ici ta t ion of 

your recommendations f o r  product o r  marketing plans" indicate  t h a t  there is 

a weak relationship i n  t he  hypothesized direction as shown i n  table 17 

below. Promotion-oriented employees have the  highest mean response to t h i s  

item of any of the  groups. The same relationship e x i s t s  when we examine 

the  conjoint analysis  pa r t  worths f o r  the  President's Council. 

~ b l e  17 - tests for Bypothesis 03a 

Solici ta t ion of advice 
(0-no motivation, 3-high) 

Promotion Oriented 2.0800 50 
Agency Builders 1.9315 73 
Young Independents 1.8947 19 
Loners 1.7941 34 
Career Agents 1.8382 136 

Par t  Worth of Meet with 
Executives (plus intercept) 

Promotion Oriented 5.0450 50 
Agency Builders 4.3041 73 
Young Independents 4.9737 19 
Loners 4.0515 34 
Career Agents 5.04% 136 

Conjoint Analysis Intercept 4.2445 0.0055 

Promotion Oriented 6.1037 50 
Agency Builders 5.1715 74 
Young Independents 5.9211 19 
Loners 4.7776 34 
Career Agents 5.5279 139 

Therefore, we can conclude t h a t  the  hypothesis receives weak support. 

I t  is in te res t ing  to  note, i n  the  last section of the  table  above, t h a t  those 

i n  the  promotion oriented group generally perceive t h a t  the  incentives have 

higher motivational effectiveness than  the  other  groups. A s  the  promotion- 

oriented group a re  younger than  the other  groups it is possible t h a t  t h i s  

f inding is related t o  t h e i r  age o r  experience i n  t he  industry. However, 



resu l t s  a r e  still s ign i f i can t  when the  number of years sel l ing is used as a 

covariate  i n  the  analysis  a t  p=0.012. 

Hypothesis H3b: Agency Builders are  more likely to perceive tha t  the sales 
support dimension has motivational effectiveness than do all other segments. 

A s  reported previously (table 12, p.601, there is no difference between 

the  employees and independents on t h i s  var iable  and there is also no support 

f o r  t h i s  hypothesis as shown i n  table  18 below. 

Table 18 - Tests for Hypothesis 83b 

Motivation of Receiving 
Brochures (0 - none, 3 - high) 

' Agency Builders 15753 73 
I Young Independents i 1.6842 19 
; Loners 1.5588 34 

Promotion Oriented 1.8200 50 
) Career Agents 1.5111 135 
i 

1 Conjoint Part  Worth fo r  Receiving 
i 
I Brochures (plus intercept) 
i 
j i I Agency Builders 4.4797 74 
1 Young Independents 5.1184 19 i 

Loners 3.9706 34 i 

i Promotion Oriented 5.1000 50 i 

4.6709 139 I Career Agents 
i j -- 

Again, t h i s  could be because of a poor choice of item to  represent 

sa les  support. This group was the  group most l ikely to  make comments on 

the  questionnaire (50% made comments) and most comments indicated t h a t  they 

a r e  interested i n  incent ives  which can help them build t h e i r  business. For 

example: 

"My strong personal preference i n  motivators are tools to ass is t  
me i n  building my business. For example, a se t  sales goal 
achieved earns a mail out program, or  as i n  the case of one 
fund group, an NEC lap top computer. In short, I don't need a 
tan, I need to increase my cl ient  base." 



Hypothesis H3c: Loners and Career salespeople are more l ikely t o  perceive 
t h a t  t h e  competition dimension has  motivational effectiveness than  do all 
o ther  segments. 

ANOVA resu l t s  ind ica te  t h a t  the  importance of t he  competition 

dimension calculated from the  conjoint par t  worths f o r  these two groups is 

not s ign i f icant ly  different  from the  other  groups as shown i n  table 19 below. 

Therefore, t h i s  hypothesis is not supported. 

! Range of pa r t  worths f o r  
Competition dimension I 

1 Agency Builders 2.0912 74 
/ Young Independents 1.2237 19 
I Loners 2.0735 34 
( Promotion Oriented 2.0850 M 
' Career Agents L9784 l39 

Hypothesis H3d: Loners, Career salespeople and Young Independents a r e  more 
l ikely to perceive t h a t  t h e  prize dimension has  motivational effectiveness 
than  do all o ther  segments. 

This hypothesis is tested by examining the  range of par t  worths f o r  

the  levels of the  prize dimension. The ANOVA with the  appropriate contrasts  

i n  marginally s igni f icant  but  opposite t o  t he  direct ion hypothesized. 

i ; Range of p a r t  worths fo r  
I Prize dimension i 

Agency Builders 3.2838 74 
Young Independents 2.8684 19 
Loners 2.7574 34 
Promotion Oriented 3.5600 50 
Career Agents 3.3147 139 

Hypothesis H3e: Loners are more l ikely to perceive t h a t  t he  social dimension 
has  motivational effectiveness t han  do all o ther  segments. 



Due t o  t he  f indings regarding the  social  dimension reported ea r l i e r  it 

is unlikely t h a t  t h i s  hypothesis w i l l  be supported. The hypothesis is 

measured using the  difference between the  part  worth f o r  convention and the  

par t  worth fo r  the  t r ip .  The Loners have a s ign i f icant ly  different  response 

(see table  21 below) however, it is opposite t o  the  hypothesized direction. 

Loners place less value on the  opportunity to  be with other  salespeople than 

the  other  groups. This is consistent with the f indings reported above. 

Table 21 - Test for Bypothesis B3e 

I Pa r t  Worth of Convention 
i 
! minus pa r t  worth of Trip 
* 

I Agency Builders -5.1343 74 
I Young Independents 
i 

-5.9868 19 
Loners -5.1452 34 

i Promotion Oriented -6.2737 50 
f Career Agents -5.4919 139 

Hypothesis 
t h a t  t h e  
salespeople 

H3f: Salespeople with high incomes are more l ikely to perceive 
competition dimension has motivational effectiveness than  

with low incomes. 

This hypothesis is tested by examining the  range of par t  worths fo r  

the  competition dimension. Table 22 shows ANOVA resul ts  f o r  both the  

amount of income derived from the  sa le  of l i f e  insurance ( l i f e  income) and 

the  to t a l  income (including a l l  sources). 

In general, the higher the  income, the  more importance is placed on 

the  competition dimension. The differences with respect to  the levels of t he  

competition dimension tested is t h a t  low income salespeople prefer t he  

competition a l te rna t ive  where winners a r e  decided based on en t r ies  placed i n  

a draw fo r  each sa le  made (F-test p=.0000) and prizes a r e  awarded f o r  a 10% 

increase i n  production (F-test p=0.0128). This is not surpr i s ing  a s  a less  

successful salesperson has a greater  chance of winning a prize under t h i s  



type of competition than  one where he o r  she  must be one of top 20 

salespeople. On the  other  hand, higher  income salespeople prefer the 

I a l te rna t ive  of being i n  the  top 20 salespeople much more than  the  low income 

salespeople (F-test p=.0908). 

Less than  $30,000 1.4143 35 
$ ~ , m  - 50,000 1.7390 68 
$50,001 - 70,000 1.9167 81 
$70,001 - 90,O 2.2500 59 
Over $90,000 2.4393 70 

/ L.IZSS than $50.000 1.7256 123 
i $50,001 - 100,000 2.1410 94 1 over $100,000 2.3384 82 
i 

Finally, although no hypotheses a r e  developed regarding differences 

between the sexes, one in te res t ing  resu l t  is t h a t  an  ANOVA on the  range of 

pa r t  worths f o r  t he  recognition dimension ind ica tes  t h a t  the  women feel 

t h a t  recognition is more important than  do the  men. The women i n  t he  

sample tend t o  be younger and have lower incomes than  the  men which may 

explain some differences between the  groups. However, no relationship was 

found between income and the  perceived motivational effectiveness of 

recognition and thus,  income cannot explain t h i s  finding. 



Table 2 l  - Sex Differences 

I Rauge of R c c o g n i t i o a  P a r t  Worthax 2.6085 .lo73 
i 

Hen 1.5798 263 I 
Women 1.8465 57 1 

i 
f Recognition - Section 1 i 
I olaximlu score 3): 3.2509 .0723 i 

i : 
1.8571 259 I 

Women 2.1071 56 ! 
i I 

This f inding is contrary t o  the  f indings of Ford, Churchill and Walker (1981) 

t h a t  women have lower valences f o r  recognition than  men, 

In summary, sa les  people a r e  motivated by sa les  incent ives  but do 

d i f f e r  i n  t he  degree of motivation based on a number of factors. Clearly, 

independent salespeople f ind  these incent ives  less  motivating than  employee 

salespeople. While there a r e  some s imi l a r i t i e s  between the  two groups, the  

independents and employees do have some differences i n  t he  incent ives  they 

perceive t o  be motivating. Of the  groups ident i f ied,  the  promotion-oriented 

salespeople appear t o  have the  most unique perceptions of t he  perceived 

motivational effectiveness of the  incent ives  as opposed to  the  other  groups, 

This group generally f inds  the  incent ives  very motivating. Finally, 

t r a in ing  appears t o  be perceived t o  be highly motivational by all 

salespeople. Table 24 summarizes t he  resu l t s  of hypotheses tests.  



Ek Both types of salespeople fcel tha t  mn-monetary Support, emp. 
incentives have some motivational effectiveness. feel are rare 

motivating 
--- 

I BZa: Independents are more likely to perceive sales Rot Supported 
support as having motivational effectiveness. 

82b: Independents are less l ike ly  to perceive llot Support 
job enricbnent as having motivational effectiveness. 

EZc: The recognition dimension has low perceived Conflicting 
motivational effectiveness for  both independents 
and employees. 

- - - -- - - --- - 

BZd: There is ao difference between independents Supported 
and employees with respect to the perceive moti- 
vational effectiveness of the competition dimension. 

1 lBz Independents are more likely to p e m i v e  the Opposite Direction 
i social dimension has motivational effectiveness. 

H3a: Promotion-Oriented employees are pore likely to Weak Support 
perceive tha t  the job enrichment dimension has 
motivational effectiveness than do all other segments. 

H3b: Agency builders are more likely to  perceive tha t  
the sales support dimension has motivational Rot Support 
effectiveness than do a l l  other segments. 

H3c: Loners and Career salespeople are more likely Rot Support 
to perceive tha t  the competition dimension has 

I motivational effectiveness than a l l  other segments. 

EW Loners, Career salespeople and Young Independents Weak Support 
are more likely to perceive the prize dimension has 
motivational effectiveness than all other segments. 

H3e: h n e r s  are more likely to perceive the social Opposite Direction 
dimension has motivational effectiveness than 
do a l l  other segments. 

H3fi Salespeople with high incomes are more likely S U P P O ~  
to perceive tha t  the competition dimension has 
motivational effectiveness than salespeople 
with low incomes. 

The next chapter presents limitations of the research, discussion of 

the findings, and managerial implications. 
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CHAPTER 6 

DISCUSSION AND CONCLUSIONS 

Discussion 

Non-monetary incent ives  a r e  widely used i n  many different  indus t r ies  

t o  motivate sales  people. In sp i t e  of t h i s  wide use we know very l i t t l e  

about the  motivational effectiveness of these incentives. This study 

attempts t o  shed some l i g h t  on t h i s  subject and to  highl ight  differences 

between independent and employee sa les  forces with respect to  non-monetary 

incentives. The study makes a contr ibut ion to  the  l i t e r a tu re  i n  four  areas. 

Firs t ,  the research confirms t h a t  the  non-monetary incent ives  have 

some motivational effectiveness, although perhaps not a s  much as is 

commonly believed. Some commonly held beliefs a r e  not supported by t h i s  

research. For example, recognition is held t o  be very important to  

salespeople but the  resu l t s  of t h i s  study, and other  s tud ies  (Churchill e t  a1 

1979; Ingram and Bellenger 1983; Ford e t  a1 1981; and Cron e t  a1 19881, suggest 

otherwise. Of the  three dimensions tested i n  the  conjoint analysis  format, 

recognition is shown to  be the  leas t  important. This finding suggests t h a t  

perhaps we should not rely on "conventional wisdom" with respect t o  non- 

monetary rewards and t h a t  f u r t h e r  study of t h i s  area is needed. 

Second, the  study demonstrates t h a t  there a r e  differences between 

independent salespeople and employees with respect to  the perceived 

motivational effectiveness of non-monetary incentives. Employees f ind  the 

incent ives  i n  general to  be much more motivating than  do independents. The 

differences between these two types of sa les  forces has received limited 

empirical a t tent ion (Mahajan e t  a1 1984) and it seems l ikely t h a t  these two 

types of sa les  forces w i l l  d i f f e r  on other  var iables  i n  addition t o  the ones 



examined here, In  order t o  learn more about t he  best way to  manage an 

independent sales  force o r  a hybrid sales  force we must conduct more 

research of t h i s  nature. 

Third, the  research suggests t h a t  it is useful to  th ink  of incentives 

as being composed of t he  four  dimensions presented. Differences i n  terms of 

the  perceived motivational effectiveness of the  dimensions a r e  found and it 

is easy to  conceive of t he  incent ives  as being composed of these dimensions. 

This adds some defini t ion to  a somewhat ill-defined area. The term non- 

monetary incent ives  encompasses a great  var ie ty  of different  incentives. By 

th inking  of the  incent ives  as being composed of the dimensions ident i f ied 

here i t  is eas ie r  t o  compare different  incentives. Using t h i s  analysis,  a 

manager can survey the  sales  force, determine which dimensions a re  most 

important, and then emphasize these dimensions i n  fu tu re  incent ive designs. 

More research needs to  be conducted i n t o  t h i s  subject as t h i s  is the  f i r s t  

study, as f a r  as is known, which examines non-monetary incent ives  i n  t h i s  

manner. Further study should focus on the  effectiveness of the  dimensions 

and differences among types of sales  forces. Determining the specif ic  needs 

met by each of t he  dimensions would also be very useful. 

Finally, the  groups ident i f ied among the  salespeople i n  t h i s  research 

were formed based on the  goals of the  salespeople. The assumption is t h a t  

salespeople with different  goals w i l l  be motivated by different  incentives. 

Some differences a r e  found, especially with respect t o  the  promotion-oriented 

salespeople. I t  is l ikely t h a t  the  usefulness of t h i s  type of c lass i f ica t ion  

can be improved by asking the respondents what t h e i r  goals a r e  ra ther  than  

assuming them. This would make c lass i f ica t ion  eas ie r  and could be combined 

with a career  s tage approach s imi la r  t o  t h a t  used by Cron e t  a1 (1988). 



A question which t h i s  research did not address, bu t  one which is very 

important, is whether these incent ives  a r e  worth the  money spent on them. 

If t r a in ing  is so highly motivating do we really need contests and 

recognition programs? The i ssue  of incent ives  is very important t o  

salespeople i n  the  l i f e  insurance industry as demonstrated by the  response 

r a t e  and volume of comments made on the  questionnaires. Many negative 

comments regarding incent ives  were made, most of which ind ica te  the 

salespeople feel the  incent ives  a r e  unprofessional. If t h i s  opinion is widely 

held i n  other  indus t r ies  it  could be t h a t  management's assumptions about the  

effectiveness of non-monetary incent ives  i n  general a r e  as incorrect a s  some 

of the  specif ic  assumptions, e,g. regarding recognition. This is an  

important resul t  which needs t o  be investigated fur ther .  The feelings 

uncovered i n  t h i s  study may be specific t o  the  industry studied and 

therefore, examination of other  indus t r ies  is warranted. 

Limitations 

Three main l imitat ions of t h i s  study can be identified. First ,  the  

choice of the  l i f e  insurance industry has  many benefits, but  also some 

drawbacks i n  terms of generalizabili ty of results. A l l  l i f e  insurance sales  

people a r e  remunerated on a commission bas is  and thus  the  effect of sa la ry  

versus commission cannot be assessed. Past s tud ies  (Ingram and Bellenger 

1983) have reported differences i n  reward valences between commissioned and 

sa la r ied  salespeople. This is an important difference i n  salespeople and one 

which should be explored. 

The l i f e  insurance industry is heavily regulated and the sa le  deals 

with a sens i t ive  area f o r  the consumer. Further, t he  industry is not held 

i n  the  highest of esteem (Pineo and Porter 1967) making presenting a 



trustworthy and professional image very important to the  success of a 

salesperson. This fact ,  coupled with the recent regulatory at tent ion paid to  

the  types of incent ives  examined here i n  the  closely related mutual fund 

industry, serves to  make l i f e  insurance salespeople s ens i t i ve  to  t he  public 

view of these incentives. It is l ikely t h a t  some of the  negative comments 

received regarding the  incent ives  would not be forthcoming from a sales  

force i n  another industry. It should be noted, however, t h a t  many of the 

f indings of t h i s  study a r e  consistent with those found i n  s tudies  of other 

indus t r ies  (c. f. Berry and Abrahamsen, 1981) 

Feelings about par t icu lar  incent ives  may be affected by the 

salesperson's experience with these incentives. The sampling of salespeople 

from over 40 different  companies may a l lev ia te  t h i s  problem somewhat, 

however, the  choice of only one industry could lead t o  b ias  i f  the industry 

as a whole has done a poor job of implementing one type of incentive. 

Companies i n  an industry tend to  copy each other  to  a cer ta in  extent and 

therefore the  choice of industry may have an effect on the  results. 

Replication with other  types of sa les  forces would lessen t h i s  problem. 

The term non-monetary incent ives  covers a vas t  range of very 

different  items. This research examines only a sampling of these incentives 

and therefore only gauges the  perceived motivational effectiveness of the 

par t icu lar  incent ives  studied. I t  could be t h a t  other  incentives, not 

included i n  t h i s  study, would prove to  be more motivational. This 

l imi ta t ion  is par t icu lar ly  apparent i n  t h e  choice of the  a l te rna t ive  t o  

represent sales  support. Receiving brochures is not seen as highly 

motivating by the  respondents and many suggested t h a t  co-op advert is ing 

would be a bet ter  choice, Therefore, while the  resu l t s  of the study do not 

support sales  support, except i n  the  form of t ra in ing ,  the comments made on 



the questionnaires suggest t h a t  other  types of sales  support would be more 

motivating. Further study i n t o  t h i s  area is required. 

Related t o  t h i s  i s sue  is the  choice of the  a l te rna t ives  used i n  the  

conjoint analysis. The importance of the  dimensions is greatly effected by 

the  choice of a l te rna t ives  and replication using other  a l te rna t ives  would 

lend cred ib i l i ty  t o  the  findings. Further, it would be very interest ing t o  

assess t r a in ing  i n  the  conjoint analysis  format. It is possible t h a t  

t r a in ing  would be less  popular when a production goal o r  "price" is attached 

t o  it. Examination of t h i s  i s sue  is important due to  the  strong support 

shown f o r  t r a in ing  i n  t h i s  study. 

Finally, while c lear  differences were found between independents and 

employees, the differences among the  f i v e  groups ident i f ied a re  less 

conclusive. This is part ly  due to  the  small s ize of the young independents 

group. I t  is possible t h a t  the  use of a career  stages methodology s imi l a r  t o  

Cron e t  a1 (1988) and asking the  salespeople's goals direct ly  would produce 

more s ign i f i can t  results. 

Managerial Implications 

The resu l t s  of t h i s  pa r t  of the research have a number of 

implications f o r  management. 

1, Employees and independents appear to  d i f f e r  i n  terms of the perceived 

motivational effectiveness of the  incent ives  i n  t h i s  study. The employees 

f ind  these incent ives  more motivating than  do the  independents. This 

suggests t h a t  different  incent ive techniques need to  be used depending on 

the  type of sales  force. This point is especially important as hybrid sales  

forces become more common (Mahajan e t  a1 1984). 



2. While most of the  incent ives  have some motivational effectiveness, the  

incent ive which is indicated as being the  most motivational is training. 

This is especially important f o r  the  management of independent sales forces 

where the provision of t r a in ing  is less  common. 

3. Life Insurance companies i n  par t icu lar  frequently publish lists of 

salespeople and t h e i r  production. This pract ice is common i n  o ther  sales 

se t t i ngs  as well. The resu l t s  of t h i s  study indica te  t h a t  sales people i n  

general f i nd  t h i s  practice t o  be of very low motivational effectiveness. The 

continuance of t h i s  practice is questionable. 

4. Another common pract ice i n  the  l i f e  insurance industry is the  use of 

"President's Councils". This study found t h a t  the  opportunity t o  meet with 

executives is not highly valued. While being on a President's Council 

usually also en ta i l s  special letterhead and business cards which may be 

motivating, t he  pract ice is not highly motivating t o  the  salespeople i n  t h i s  

sample. 

5. Recognition is once again shown t o  be of relat ively low motivational 

value t o  salespeople, although it did r a t e  higher  with employees than with 

independents. This is a replication of a f inding of a number of s tud ies  

(c.f. Churchill e t  a1 1979) involving a var ie ty  of different  sales forces. 

These repeated f indings suggest t h a t  sa les  managers may put more f a i t h  i n  

t he  motivational value of recognition than  is warranted. 

6. The competition dimension, o r  the  bas is  on which the  reward is given, is 

an important aspect of the  incent ive program. The clearest  d i s t inc t ion  

among salespeople is based on income. Low income and high income 

salespeople a r e  motivated by very d i f fe ren t  a l te rna t ives  of the  competition 

dimension. This should kept i n  mind when designing an  incent ive program. 

For example, i f  you a r e  t ry ing  t o  motivate t he  average salesperson to  



perform better, t he  prize should be awarded based on a percentage increase 

over last years production o r  an  entry i n  a draw. Alternatively, i f  you are  

t ry ing  t o  motivate the  top performers, s e t  a challenging production goal o r  

award a prize t o  t he  top salespeople only. 

7. The eas ies t  group t o  motivate is t h a t  made up of young, promotion- 

oriented salespeople. This group of salespeople views the  incent ives  as very 

motivating, more so than  all of the  other  groups of salespeople identified. 

8. Not a l l  salespeople a r e  t he  same. A s  previous research has indicated 

(c.f. Cron e t  a1 1988) salespeople a r e  motivated by different  th ings  and it is 

important t o  recognize these differences. This research suggests t h a t  when 

designing a motivational program it is important t o  keep i n  mind the  type 

of salesperson involved and the  goals of t h a t  par t icu lar  salesperson. 

Surveying the  sa les  force t o  determine t h e i r  goals would be very useful, 

Conclusion 

This study indicates  t h a t  there a r e  differences between independent 

and employee salespeople with require f u r t h e r  examination. Also, it appears 

t h a t  ou r  knowledge of the  motivational effectiveness of non-monetary 

incent ives  could be improved and some direct ions f o r  fu tu re  research i n t o  

t h i s  important a rea  of sa les  management a r e  suggested. 

Par t  One of t h i s  study w a s  analyzed using conjoint analysis. This 

method is widely used i n  marketing f o r  t he  analysis  of multi-attribute 

decisions. In  Par t  Two, t h e  conjoint analysis  resu l t s  reported i n  Par t  One 

a r e  compared with resu l t s  gathered and processed v i a  the  Analytic Hierarchy 

Process. 



PART TWO 

THE ANALYTCC I-EIEIRARCHY PROCESS AND 

CONJOINT ANALYSIS: A COMPARISON 



CHAPTER 7 

INTRODUCTION 

The Analytic Hierarchy Process (AHP) developed by Saaty (1980) is a 

compositional approach t o  modeling mult i -at t r ibute  decisions. The procedure has 

received wide application i n  decision analysis  problems i n  a number of different  

f ie lds  (Zahedi 1986) due t o  its f lex ib i l i ty ,  use of a r a t i o  scale, and ab i l i t y  t o  

improve as well as model judgement. However, i n  sp i t e  of the  wide spread use, a 

grea t  deal of controversy e x i s t s  regarding the  va l id i ty  of t he  method. For 

example, Dyer (1990) feels t h a t  the  rankings produced by the  method a r e  completely 

arbi t rary.  This controversy has produced a number of suggested modifications t o  

the  approach which a r e  intended t o  improve the  va l id i ty  of the  results. Because 

of the  newness of t he  technique and the  recency of t he  suggested modifications, 

there has  not been a great  deal of empirical t es t ing  of t he  va l id i ty  of the  

technique. Therefore, t h i s  research seeks t o  empirically test the  predictive 

va l id i ty  of t he  AHP to  determine i f  the  c r i t i c i sms  a r e  warranted and i f  one of t he  

suggested modifications is an improvement. 

In order t o  perform such a test a benchmark is needed f o r  comparison. In  

t h i s  case, conjoint analysis  is chosen. Conjoint analysis  is also a method f o r  

evaluat ing multi-attribute decisions but  it uses a decompositional approach. 

Conjoint analysis  has received extremely wide commercial and academic application 

i n  the  f ie ld  of marketing (Cattin and Wittnik, 1986) and is generally viewed as a 

method possessing va l id i ty  (Bateson, Reibstien and Boulding 1987). Further, t he  

comparison between conjoint analysis  and AHP is in te res t ing  because i f  the methods 

perform equally well it may be argued t h a t  t he  AHP has some s igni f icant  

advantages over conjoint analysis  and should be used i n  its place. A s  noted by 



Wind and Saaty (1980, p. 657): 

"In some cases both AHP and conjoint analysis  can be used, and it is 
desirable to  compare the  resu l t s  of the  two approaches i n  areas which 
conceptually, a t  least,  can be measured by e i the r  approach, . . . The 
conceptual advantage of t he  AHP approach and the  experience gained 
with it t o  date  suggest t h a t  fu r the r  experimentation with t h i s  
approach should lead t o  t he  establishment of an  important addition t o  
t he  arsenal of marketing models and measurement methods!' 

The following chapter presents a review of t he  l i t e r a t u r e  regarding conjoint 

analysis  and i n  par t icular ,  t he  AHP. Subsequent chapters develop hypotheses f o r  

tes t ing,  present the  research methodology, the  resu l t s  of the  experiment and 

f inal ly ,  a discussion of the  implications of the  results. Throughout t h i s  paper 

some mathematical proofs a r e  presented. In  other  cases, t he  reader is referred t o  

the  appropriate source f o r  the  relevant proof. 



CHAPTER 8 

LITERATURE REVIEW 

The following presents t he  basic  features  of each of the  techniques, out l ines  

t h e  differences between them and presents t he  controversy regarding the  AHP. 

Table 25 summarizes t he  c r i t e r ion  and a l te rna t ives  of t he  c r i t e r ion  used i n  t h i s  

study and is presented i n  order t o  c l a r i fy  the  presentation below. The 

combinations of one a l te rna t ive  from each c r i t e r ion  a r e  referred t o  as a package. 

Table 21 - Criterion and Alternatives 

I RECOGNITIONI. Name and accomplishment a r e  published i n  the  co. newsletter. I 
i 2. Receive a telephone c a l l  from a head off ice representative 

congratulating you. 
j 

1 i 3. A presentation is made at a pr iva te  dinner attended by the  agent i ; 
and h i s  o r  her  guest. i 

i 1 4. A presentation is made a banquet attended by the  co. top agents. 1 
f PRIZE 1. A 5-day t r i p  f o r  two to  Hawaii, including air f a re  and i 
t accommodation. i i 2. ' A 5-day t r i p  f o r  two t o  Hawaii, including air f a re  and accom 1 -modation, t o  attend the  company convention with other  agents i 
I : 

and t h e i r  guests. 
i 3. A sea t  on the  President's Council which involves meeting with i 
i the  President and the  Vice-president of Marketing t o  discuss  i : 

i product and marketing issues. f 

4. Receive 2000 copies of a custom designed brochure i 
i I 

produced and paid f o r  by the  company and bearing your 1 name and address f o r  use i n  a mail campaign. 
i 
I 

I COKPETITIORI. Produce 10% more premium t h i s  year than  last year. i 2. Are one of t he  top 20 agents, based on premium produced i 

I f o r  the  year, i n  the  company i n  Western Canada. 
i 

3. Produce more than  $10,000 i n  annual premium i n  3 months 
i 
i 

4. An entry is placed i n  a draw f o r  every application I 

submitted i n  a 3 month period and you win i f  your name 1 
is one of the  f i r s t  20 names drawn. [ 

i 

These a r e  the  same c r i t e r ion  and a l te rna t ives  reported i n  Par t  One of t h i s  

research and a r e  used as examples where appropriate i n  t h i s  l i t e r a tu re  review. 

Conjoint analysis  is reviewed f i r s t ,  followed by the  AHP. 



Conjoint Analysis 

Green and Srinivasan (1990, p. 4 )  s t a t e  t h a t  "conjoint analysis  is any 

decompositional method t h a t  estimates t he  s t ruc tu re  of a consumer's preferences, 

given h i s  o r  her  overall  evaluat ions of a s e t  of a l te rna t ives  t h a t  a r e  pre- 

specified i n  terms of a l te rna t ives  of attributes." The method assumes t h a t  any 

s e t  of objects o r  concepts can be evaluated as a bundle of a t t r i bu te s  and attempts 

t o  determine the  contributions of var iables  (and each a l te rna t ive  of the variables) 

t o  the  choice order over combinations of the  variables  (Hair e t  al ,  1987). 

There a r e  a number of d i f fe ren t  mathematical models used i n  conjoint 

analysis. These include the  vector model, usually represented by a l i nea r  function, 

the  idea l  point model, usually represented by a quadrat ic  function, and the  part- 

worth model (Green and Srinivasan 1978). The part-worth model is appropriate when 

the  a t t r i b u t e s  a r e  qua l i ta t ive ,  as is the  case i n  t h i s  research. The part-worth 

main effects  model used i n  t h i s  research is represented as: V, = %vik XI, where 

V, is the  respondent's evaluation of a l te rna t ive  j, v,, is the  part-worth of the  

level k of a t t r i b u t e  i, and xi, is a zero-one dummy variable  representing level k 

of a t t r i b u t e  i t h a t  corresponds t o  a l te rna t ive  j (Bretton and Clark 1987). The 

equation is estimated v i a  a leas t  squares procedure. The importance of each 

cr i te r ion  is represented by the  range of t he  par t  worths f o r  the a l te rna t ives  of 

t h a t  cr i ter ion.  The la rger  the  range is the  grea te r  is the assumed importance. 

This is a weakness of conjoint analysis  i n  t h a t  t he  a l te rna t ives  must be chosen 

very carefully t o  ensure t h a t  the  importances a r e  reflected accurately. 

While there a r e  many methods of implementing conjoint analysis,  the  

respondent t a sk  is usually e i t h e r  a ra t ing  o r  ranking of a s e t  of r ea l i s t i c  choice 

alternatives.  The respondent is not asked t o  expl ici t ly  r a t e  o r  rank each 

cr i te r ion  o r  a l te rna t ive  of each cr i ter ion,  only the  combinations of the variables, 



An example of the  conjoint analysis  t a sk  i n  t h i s  research is presented i n  Part  

One, f i gu re  2, page 51. 

Conjoint analysis  has received wide commercial acceptance (Cattin and 

Wittnik 1986). This commercial use is not an indicat ion of the  r e l i ab i l i t y  and 

va l id i ty  of the  method. Bateson, Reibstien and Boulding (1987) examined over 30 

s tud ie s  which reported on the  r e l i ab i l i t y  and va l id i ty  of t he  method. The major 

focus of these s tudies  w a s  i n  comparing different  methods of conjoint analysis  but 

t he  authors  concluded t h a t  t he  procedure is generally sat isfactory.  The AHP, on 

the  other  hand, has not received wide use i n  marketing. Rather its major 

application is i n  the  decision analysis  area. The next section out l ines  

Conventional AHP and the  differences between it and conjoint analysis. 

The Analytic Hierarchy Process (AHP) 

Saaty (1990, p. 259) views the  AHP as a theory of measurement which: 

"when applied i n  decision making assists one t o  describe the  general 
decision operation by decomposing a complex problem i n t o  a 
mult ia l ternat ive hierarchic  s t ruc tu re  of objectives, c r i t e r i a ,  
subc r i t e r i a  and alternatives." 

Historically, t he  AHP has been applied t o  t he  problem of multi-attribute 

decision making of an economic and s t r a t eg i c  na ture  and its principal  application 

is i n  decisions i n  which subjective c r i t e r ion  play an  important role (Schoner and 

Wedley, 1989). Therefore, it would appear t o  be applicable t o  the  problem a t  hand. 

Implementation of the  AHP involves three steps. Firs t ,  the  problem must be 

decomposed i n t o  a hierarchy of c r i t e r ion  and al ternat ives ,  In  t h i s  case, the  

c r i t e r ion  and a l te rna t ives  a r e  as outlined i n  table  25 (p, 82). Second, paired 

comparisons of the  items on a h ie rarch ica l  a l te rna t ive  a re  performed with respect 

t o  t h e i r  re la t ive  impact o r  contribution toward those items on the  immediately 

higher al ternat ive.  Finally, the  resul t ing p r io r i t i e s  a r e  synthesized i n t o  values 

t h a t  reflect t he  overal l  importance of each a l t e rna t ive  (Schoner and Wedley, 1989). 



The decomposition requires a breakdown of t he  decision i n t o  a hierarchy of 

interrelated decision elements. Figure 6 shows the  problem under study. 

Pigure 6 - Bierarchical Representation 
Choosing most Mot iva t iona l  Packag 

/ 
Reconni t ion 

~ e l e p h o n e  ~ a i ~ ~ " e t  Dinnei 
Cal l  l e t t e r  $10,000 Inc. e n t i o n  Excu t ives  

The comparative judgements produce a matrix of p a i r  wise comparisons of the 

elements of one a l te rna t ive  as to  t h e i r  re la t ive  importance with respect to an 

element i n  the  next higher al ternat ive.  These matrices a r e  thought to  be on a 

r a t i o  scale (Saaty 1980). Figure 7 presents t he  type of question used i n  t h i s  

research to  develop the  matrices. The questions shown a r e  typical of the AHP. 

Figure 7 - ABP Evaluation of Alternatives Respondent Task 

i 
RECOGNITION (Please nad rhe alternatives and answer the qucstions below) 
The alternatives to be compared for recognition are: 
a) If you win, your name and accomplishment arc published in the company newsletter which is read by 

other agcnts. 
b) If you win, you receive a telephone call from a head office representative congratulating you. 
C) If you win, a presentation is made to you at a private dinner ancnded by you and your guest and two 

head office representatives. 
d) If you win, a presentation is made to you at a banquet aaended by the company's top agents. 

write letter circle number 
n l 1 

1. Of a and b I feel t h a t  is: 1 2 3 4 5 6 7 8 9 times more motivating. 

I 2. Of a and c I feel t h a t  is: 1 2 3 4 5 6 7 8 9 timesmo~motivating. 

I 3. O f a m d d I f e e l t h a t i s :  1 2 3 4 5 6 7 8 9 timesmoremotivating. 

I 4. Of b and c I feel t h a t  is: 1 2 3 4 5 6 7 8 9 times more motivating. 

I 5. Of b and d I feel t h a t  is: 1 2 3 4 5 6 7 8 9 times more motivating. 

1 6. Of c and d I feel t h a t  is: 1 2 3 4 5 6 7 8 9 times more motivating. 

i 
i 



The normal scale used is a nine point scale. The c r i te r ion  a r e  evaluated i n  

a s imi l a r  manner. Figure 8 shows the  type of question used f o r  Conventional AHP. 

Figure 8 - Conventional ABP Criterion Evaluation Task 
7- 

The pans to k considend an: 

I 
a) Recognition 
b) Reward 
C) Qualification basis @ow winners are decided) 

mite letter circle number 
n t 1 

1 .  Of a and b I feel that - is: 1 2 3 4 5 6 7 8 9 times more motivating. 

I 2. Of a and c I feel t h a t  is: 1 2 3 4 5 6 7 8 9 times more motivating. 

3. O f b m d c I f e e l t h a t i s :  1 2 3 4 5 6 7 8 9 timesmoremotivating. 

I 

The synthesis  of these p r io r i t i e s  is the  s tep which has produced the  most 

controversy i n  the AHP. This controversy is presented l a t e r  i n  the  paper. The 

following section presents only "Conventional AHP". 

The synthesis  of local p r io r i t i e s  i n t o  global p r io r i t i e s  is performed v i a  an 

eigenvector method. The local p r io r i t i e s  a r e  aggregated t o  obtain a vector of 

composite weights of elements at the  lowest a l te rna t ive  of the hierarchy, The 

example i n  table  26, taken from Schoner (1991) is presented as a demonstration of 

t he  method of synthesis  of p r io r i t i e s  i n  t r ad i t i ona l  AHP. For a technical 

explanation the reader is referred t o  Saaty (1980). 

Table 26 - Synthes i s  of P r i o r i t i e s  E x a ~ p l e  

1 Alternatives A and B a r e  compared on c r i t e r ion  C1 and C,, where the  two 
c r i t e r ion  a r e  considered equally important. Thus, the  p r io r i t i e s  attached to  C, 
and C, a r e  112. The p r i o r i t i e s  attached t o  the  a l te rna t ives  
are: 

C l  c2 
A 114 314 
B 314 114 

These local p r io r i t i e s  a r e  synthesized by multiplying the  p r io r i t y  f o r  each of A 
and B by the p r io r i t y  f o r  C1 and C2 respectively. The global p r io r i t i e s  a r e  
thus: 
W, = 114 x 112 + 314 x 112 = 0.5 
W, is the  same i n  t h i s  case because the  p r i o r i t i e s  f o r  each a re  the  same. 



In real i ty ,  judgements involving subjec t iv i ty  a r e  generally inconsistent. I n  

these instances an eigenvector method is used t o  yield normalized p r io r i t i e s  

(Schoner and Wedley 1989). One major benefit of the  AHP is t h a t  an inconsistency 

r a t i o  can be calculated and highly inconsis tent  responses revised o r  deleted from 

the  analysis. In  t h i s  way the  AHP can be used t o  improve judgement, r a the r  than  

merely model it  as is the  case with conjoint analysis. 

Differences Between The AHP and Conjoint Analysis 

From the  above discussion we can see t h a t  each method provides a measure of 

t he  importance of the  c r i t e r ion  (cr i ter ion weights i n  t he  case of the  AHP and the  

range of pa r t  worths f o r  conjoint analysis) and the  importance of each a l te rna t ive  

(local p r io r i t i e s  f o r  AHP and pa r t  worths f o r  conjoint analysis). This information 

is obtained i n  a very d i f fe ren t  manner with the  major differences being: 

1. Conjoint analysis  is decompositional and the  AHP is compositional. This 

produces different  respondent tasks. In  t he  AHP the  respondent must evaluate  each 

a l te rna t ive  aga ins t  other  a l te rna t ives  i n  terms of which is more important and by 

how much. This is a ratio-scaled judgement. In  conjoint analysis  t he  t a sk  is to  

rank o r  r a t e  a complete product o r  package and is thus  an ordinal  o r  i n t e rva l  

type of measurement. 

2. The number of judgements required is grea ter  i n  the  AHP. For example, i n  t h i s  

research, with 3 c r i t e r i a  and 4 a l te rna t ives  under each cr i te r ion  an orthogonal 

design requires only 16 judgements f o r  conjoint compared t o  21 f o r  the  AHP. 

3. The a b i l i t y  t o  calculate  a consistency r a t i o  i n  the  AHP has led t o  the  method 

being used t o  improve judgement ra ther  than  merely imi ta te  the  process. This is a 

s ign i f i can t  fea ture  of t he  AHP and probably accounts fo r  its use i n  t he  decision 

analysis  f ie ld as opposed t o  conjoint analysis' use i n  modeling consumer judgements. 



Conjoint analysis  does not have an equivalent measure when t h e  a l te rna t ives  a r e  

qua l i ta t ive .  

4. The methods vary i n  the  manner i n  which a t t r i b u t e  importance is determined, 

Conjoint analysis  examines the  range of the  pa r t  worths o r  u t i l i t i e s  between the 

highest and lowest rated a l te rna t ive  of t he  a t t r i b u t e  (Green and Srinivasan 1978). 

This method can be very sens i t i ve  t o  the  par t icu lar  a l te rna t ives  which a r e  

included. In Conventional AHP the  meaning of the  re la t ive  importance of t he  

a t t r i b u t e s  is subject to  debate but  the  proposed modifications do provide a precise 

meaning of re la t ive  importance which is less  dependent upon the  specific 

a l te rna t ives  of the  c r i t e r ion  included. 

If the  modifications t o  AHP prove t o  be equal t o  conjoint analysis  i n  terms 

of r e l i ab i l i t y  and val idi ty ,  the  a b i l i t y  t o  determine the  consistency of judgements 

and have more precise indicat ions of the  importance of a t t r i bu te s  a r e  s ign i f i can t  

advantages which must be traded off aga ins t  the  d i f f icu l ty  of the  respondent task. 

The re la t ive  performance of each method is an empirical question which is 

par t ia l ly  addressed i n  t h i s  research. However, as previously mentioned, t he  AHP is 

a relat ively new methodology and is the  subject of a great  deal of controversy 

with respect t o  its val idi ty ,  The next section presents the  controversy 

surrounding the  AHP and some of the  suggestions fo r  modifications. 

Criticisms of the AHP 

Harker and Vargas (1987) note t h a t  the  AHP has been cr i t ic ized  i n  four  areas. 

These areas  are: 1) lack of an axiomatic foundation; 2) ambiguity of the  

questions t h a t  t he  decision maker must answer; 3) the  scale used t o  measure the  

in tens i ty  of preference; and 4) rank reversal. The last cr i t ic i sm is the most 

important i n  t h i s  research and is viewed as the  most controversial  c r i t i c i sm (Dyer, 

1990). Therefore, analysis  of the f i r s t  three points a r e  not presented here. 



The i s sue  of rank reversal refers  t o  the  phenomena of reversal of resul ts  

upon introduct ion of another a l te rna t ive  t o  the  decision set. The f i r s t  example of 

t h i s  phenomena is presented by Belton and Gear (1983) where reversal of the  rank of 

t he  a l t e m a t i v e s  is produced upon the  introduction of a copy of one of the 

al ternat ives .  Continuing with the  example presented i n  table  26 from Schoner (1991): 

tble 21 - lank Beversal txample 

Suppose t h a t  a t h i r d  a l t e rna t ive  C is added t o  the  choice set. The Criterion 
a r e  still valued equally with the  local p r io r i t i e s  f o r  C1 and C2 of 112. The 
local p r i o r i t i e s  f o r  t he  a l t e m a t i v e s  
are: 

c1 c, 
A 116 315 
B 316 115 
C 216 115 

The synthesized p r io r i t i e s  then become: 
W, = 112 x 116 + 112 x 315 = 23/60 
W, = 112 x 316 + 112 x 115 = 21/60 
W, = 112 x 216 + 112 x 115 = 16/60 
Recall t h a t  without a l te rna t ive  C we were ind i f fe ren t  between A and B (i.e. W, 
and W, were equal). We added a l t e rna t ive  C, which is clearly dominated by B and 
did not change the  c r i t e r ion  importances and f ind  t h a t  A is now preferred t o  B. 

It is c lear  from t h i s  example t h a t  rank reversals occur even i f  t he  addition 

is not a d i rec t  copy and it is equally c lear  t h a t  even i f  actual  reversals do not 

result, a s h i f t i n g  i n  the  p r io r i t i e s  w i l l  take place (Schoner 1991). Supporters of 

the AHP argue t h a t  t h i s  is a na tura l  phenomena which the AHP uncovers (Saaty 

1990; Harker and Vargas 1990) while others  feel  t h a t  t h i s  phenomena represents a 

fundamental problem with the  procedure. In  fact ,  Dyer (1990) s t a t e s  t h a t  "rank 

reversal is a symptom of a much more profound problem with t h e  AHP: t he  rankings 

provided by the  methodology a r e  arbitrary". Finally, others  (Schoner, Wedley and 

Choo, 1991a) feel t h a t  t h i s  is a problem which can be overcome with modifications 

to  t he  procedure. The next sections br ief ly  examine the  legitimacy of rank 

reversal, followed by an  exposition of some of t he  proposed modifications and the  

jus t i f ica t ions  f o r  these modifications. 



The Legitimacy of Rank Reversal 

Harker and Vargas (1987) feel  t h a t  t he  rank reversal which resu l t s  i n  the  

example above is due t o  a misuse of the  theory ra ther  a f a u l t  i n  the  theory 

i t se l f .  They feel t h a t  t h i s  example violates  t he  important assumption underlying 

the  use of t he  Principle of Hierarchic Composition t h a t  the  weights of t he  

c r i t e r ion  a r e  independent from the  a l te rna t ives  considered. They suggest t h a t  i n  

t h i s  s i t u a t i o n  we have a system with feedback and the  super matrix approach must 

be used (Harker and Vargas 1987, p 1397). However, many feel t h a t  t h i s  principle is 

always violated (Schoner and Wedley 1989; Dyer 1990). Some of t he  common 

jus t i f ica t ions  f o r  rank reversal a r e  presented below followed a mathematical 

example demonstrating the  position t h a t  the  c r i t e r ion  and a l te rna t ives  a r e  never 

independent i n  Conventional AHP. 

Saaty (1990) suggests t h a t  there is a need f o r  rank reversal and t h a t  it  is 

wrong t o  consider all such reversals as bad. Schoner (1991) agrees t h a t  there may 

be some s i t ua t ions  where rank reversals a r e  just i f ied,  such as when the  new 

a l t e rna t ive  adds information, but  points ou t  t h a t  a charac te r i s t ic  of t h i s  type of 

reversal is t h a t  it  does not "revert  t o  t he  or ig ina l  ranking i f  the  new 

a l t e rna t ive  is withdrawn". This would seem t o  be the  case i n  a limited number of 

s i tua t ions .  

For example, t h i s  charac te r i s t ic  is not present i n  t he  s i t ua t ion  involving 

the  addi t ion of a copy. Harker and Vargas (1990) argue t h a t  the  addition of a copy 

o r  near  copy adds information regarding scarcity.  If a copy is added the  

qua l i t i e s  of the  a l te rna t ive  a r e  no longer scarce and therefore, less valuable and 

thus, t he  rank reversal is understandable and even justified. Schoner (1991) argues 

t h a t  i f  scarc i ty  is a relevant c r i t e r ion  it should be included as such ra ther  than 

relying on the  addi t ion of another a l te rna t ive  t o  bring it to  l ight.  Also, except 



f o r  some luxury goods, abundant supply may lower the  pr ice one is willing t o  pay 

f o r  a good but  does not necessarily change preference. 

Saaty (1990) notes t h a t  t he  work of Kahneman and Tversky (1981) shows t h a t  

rank reversals a r e  a pa r t  of l i f e  and therefore a theory should be able to  account 

f o r  them. However, Schoner (1991) points ou t  t h a t  Kahneman and Tversky's work is 

motivated by discovering how human i n t u i t i o n  can systematically lead a decision 

maker a s t r ay  and i n  no way indicates  t h a t  these systematic biases a r e  good. 

Rather they a re  p i t f a l l s  which must be guarded against.  

Saaty (1987) also advises t h a t  copies should not be allowed i n  the  analysis  

and suggests t h a t  a l te rna t ives  which score wi th in  10 percent of another 

a l t e rna t ive  not be allowed. This seems l i k e  an odd c r i t e r ion  i f ,  as Dyer (1990) 

points out, we a re  comparing ca r s  and a BMW and a Mercedes happen to  score within 

10 percent of one another. It seems s trange t o  have to  exclude such a comparison 

of two very different  items. Further, while excluding copies w i l l  solve the  

problem of rank reversal it  does not address t he  problem of the  s h i f t  i n  

pr ior i t ies .  Many believe t h a t  rank reversal is merely a symptom of a deeper 

problem i n  the  AHP (Dyer 1990; Schoner and Wedley 1989; and Schoner, Wedley and Choo 

1991a, 1991bh This fundamental problem is presented i n  t he  next section. 

Sh i f t s  i n  P r io r i t i e s  

Much of the  l i t e r a t u r e  has focused on the  i ssue  of rank reversal but  

Schoner and Wedley (1989, p. 469) show t h a t  "it is not necessary to  add new options 

t o  t he  choice s e t  t o  show t h a t  c r i t e r ion  weights within the  AHP depend on the  

magnitude of the options." Schoner, Wedley and Choo (1991b) hold t h a t  s h i f t s  i n  

p r io r i t i e s  (and thus  the  possibi l i ty  of rank reversals) occur because of the  way i n  

which r a t i o  scales a r e  combined i n  Conventional AHP. The authors  feel t h a t  

problems occur i n  two areas: 1) the  specif icat ion of a r a t i o  scale f o r  composite 



p r i o r i t i e s  imposes res t r ic t ions  on the  specif icat ion of c r i t e r ion  pr ior i t ies ;  and 2) 

t he  process of normalization of local pr ior i t ies ,  which is a permissible 

transformation, causes a s h i f t  i n  p r io r i t i e s  of t he  composite scale  without the 

addi t ion of an al ternat ive.  The mathematical proof given by the  authors  is as 

follows: 

Let z, = (Z,,, Z2,, . . . Z,,) represent an objective measurement of m 
a l te rna t ives  with respect t o  c r i t e r ion  j; 

Let tj,(zj) = (T1,,T2,, . . . T,,) represent a r a t i o  scaled value function 
of t he  m a l te rna t ives  with respect t o  c r i t e r ion  j; 

Let q = (q,, q,, . . . q,) represent a vector of scal ing factors  which 
reduce the  ind iv idua l  value funct ions t o  t he  same units;  and 

Let w = (wl, w,, . . . w,) represent the  vector of r a t i o  scaled composite 
p r io r i t i e s  of t he  al ternat ives .  

Thus, w, = qlTil + q2TA2 + . . . + qnTi, and the  vectors t,, which a r e  
the  eigenvectors of t he  matrices of paired comparisons, and the  vector 
w a r e  a l l  unique up t o  a proportional transformation. Conventionally, 
these vectors a r e  normalized t o  sum to  one. 

If we define w., = (w,,, w,,, . . .,urn,) as the  vector of normalized local 
p r i o r i t i e s  under c r i t e r ion  j, we have w., = k j t j  where k j  a s ca l a r  
derived as = (STij)-' 

&st 

Subs t i tu t ing  these normalized p r io r i t i e s  i n  t he  equation f o r  w, we get  
wiL= ql(klTil) + (q3(kpTi2)+ . . . + qn(knTin). The only difference 
between w, and w," is the  normalization of the  local p r io r i t i e s  t o  one 
which is a permissible transformation and i f  there has  been no 
damage done t o  the  composite p r i o r i t i e s  t h e  two should be 
proportional. However, t he  only way the  two w i l l  be proportional is 
i f  kl=k2=. . .=kn. The composite p r io r i t i e s  a r e  no longer legitimately 
scaled even i f  no rank reversal has taken place. 

The general conclusion from t h i s  is t h a t  a l i nea r  composite of r a t i o  scales 

is not necessarily a r a t i o  scale, Further, the  normalization constant is a 

function of t he  re la t ive  values of the  a l te rna t ives  included. Unless by chance the  

normalization constants a r e  equal, the  c r i t e r ion  a r e  never independent of the  

alternatives.  This last point implies t h a t  a new normalization of local p r io r i t i e s  

must be undertaken each time an a l te rna t ive  is added o r  deleted and therefore, 

there w i l l  always be a s h i f t  i n  the  p r io r i t i e s  and possibly a rank reversal. This 



view supports Dyer's (1990) position t h a t  t he  rankings produced by AHP are  

a r b i t r a r y  and t h a t  c r i t e r ion  and a l te rna t ives  a r e  never independent. A number of 

solut ions t o  t h i s  problem have been suggested, a few of which a r e  reviewed below. 

Suggested Modifications to the AHP 

Among the  modifications which have been suggested are: the  super matrix 

approach, referenced AHP, the  Belton and Gear method, and the  Linking Pin Approach. 

Other modifications have been suggested which rely more on u t i l i t y  theory (Dyer, 

1990) and these a r e  not reviewed here. 

The Super Matrix Approach Harker and Vargas (1987) suggest the  use of a 

system with feedback whenever t he  assumption t h a t  t he  weights of the  c r i t e r ion  

a re  independent from the  a l te rna t ives  is violated. This method involves t he  use 

of a super matrix. For a discussion of t he  operation of t he  super matr ix t h e  

reader is referred t o  Harker and Vargas (1987). The super matrix is generally 

viewed as producing correct resu l t s  but  the  method has t he  s igni f icant  drawback 

of requir ing a large number of complex comparisons t o  be made, resul t ing i n  a 

tedious and extremely d i f f i cu l t  t a sk  f o r  the  decision maker (Dyer, 1990, Schoner and 

Wedley, 1990). Thus, t he  method is not a sa t i s fac tory  solution. 

Referenced AHP Referenced AHP grows part ly  out of a problem with the  

ambiguity of the  questions asked i n  Conventional AHP. Conventional AHP asks the  

decision maker t o  evaluate  t he  c r i t e r ion  used with t h e  question: Which is more 

important, c r i t e r ion  1 o r  c r i te r ion  2 and by how much? This type of question is 

problematic f o r  two reasons. Firs t ,  i n  some cases the  question is ra the r  ambiguous 

(Dyer, 1990). In  t h i s  research f o r  example, the  question becomes: Which is more 

motivating, recognition o r  the  prize and by how much? Many, myself included, f ind  

t h i s  a very d i f f i c u l t  question to  answer. What is the  bas is  of comparison? 



Second, as demonstrated by Schoner, Wedley and Choo (1991b) above, i f  the  

composite p r io r i t i e s  a r e  calculated based on t h i s  type of question the  problem of 

s h i f t s  i n  t he  p r io r i t i e s  occurs. These authors  show t h a t  t o  correct t he  problem 

demonstrated i n  t he  example above it is necessary t o  simultaneously transform 

c r i t e r ion  weights whenever normalizing local p r io r i t y  vectors. Details of the 

calculat ions needed a r e  included i n  Schoner, Wedley and Choo (1991b). The resulting 

transformation requires t he  re la t ive  importance of two c r i t e r ion  to  reflect the 

average of the  measurements of t he  values of the  a l te rna t ives  on the  cr i ter ion,  

adjusted f o r  any scale factors.  Thus, the  appropriate question fo r  the  decision 

maker t o  be asked is: which is more important, t he  average of the  a l te rna t ives  of 

c r i t e r ion  1 o r  t he  average of the  a l te rna t ives  of c r i t e r ion  2 and by how much. 

This solution suf fers  from much the  same problem as the  super matrix 

approach i n  t h a t  the  question is very d i f f i cu l t  f o r  the  respondent. In  many cases 

"the average" is hard to  conceptualize. For example, i n  the research i n  t h i s  study, 

pretest ing indicated t h a t  respondents had a grea t  deal of d i f f icu l ty  

conceptualizing the  average of the  recognition al ternat ives ,  etc, This would seem 

t o  be the  case f o r  most types of problems. 

Another undesirable fea ture  of referenced AHP is t h a t  i f  an a l t e r a t ive  is 

added o r  deleted the  decision maker must reassess t he  values of the  c r i te r ion  

because the  average w i l l  change. The Belton and Gear method and Linking Pin 

method presented below do not require t h i s  re-evaluation unless specific 

a l te rna t ives  a r e  deleted. 

Belton and Gear (Normalization to Maximum Entry) The Belton and Gear 

method (1983, 1985) requires the  decision maker t o  evaluate  the  c r i te r ion  based on 

an  evaluation of the  most preferred of the  al ternat ives .  For example, i f  

a l t e rna t ive  1A is the  most preferred a l te rna t ive  under c r i te r ion  1 and a l te rna t ive  

2B is the  most preferred a l te rna t ive  under c r i t e r ion  2 then the  decision maker is 



asked: Which is most important, a l te rna t ive  1A o r  a l te rna t ive  2B and by how much? 

Local p r io r i t i e s  a r e  normalized so  the  t h a t  the  most preferred a l te rna t ive  has a 

value of one and the  composite p r io r i t i e s  a r e  the  local p r io r i t i e s  summed and then 

normalized t o  one. Details of the  calculat ions a r e  included i n  Schoner, Wedley and 

Choo (1991a) where the  authors  also demonstrate t h a t  t h i s  procedure can be 

performed using minimum entry, o r  evaluating the  leas t  preferred al ternat ive.  Both 

of these methods have the  property of not resul t ing i n  s h i f t s  i n  p r io r i t i e s  and do 

not produce rank reversals i f  a l te rna t ives  a r e  added o r  deleted as long as the  

minimum o r  maximum a l te rna t ives  remain i n  the  choice set. 

Further, the  decision maker's task seems much more reasonable and concrete. 

The task  is not easy, but a t  l eas t  is much clearer. However, one problem with 

these methods is t h a t  they must be performed i n  an in t e rac t ive  setting. A pre- 

printed questionnaire can not be used (except with very elaborate instruct ions)  as 

you must know which a l te rna t ives  a r e  the  most o r  leas t  preferred. This cannot be 

known before the  a l te rna t ives  a r e  evaluated and therefore would a t  l eas t  require a 

two step surveying process. This is not a problem f o r  most applications of the  

AHP as the  procedure is generally performed interactively. However, the  

requirement l i m i t s  t h e  appl icabi l i ty  of t h e  method. 

Linking Pin AHP This method has been put forward by Schoner, Wedley and 

Choo (1991a) as a method of solving the  rank reversal problem which is much eas ie r  

t o  implement than any of the  other  alternatives.  The mathematics of Linking Pin 

AHP a r e  basically the  same as f o r  the  Belton and Gear method but  an a l te rna t ive  

is chosen a t  random t o  represent the  cr i ter ion.  For example, suppose under 

c r i te r ion  1 t h a t  a l te rna t ive  1C is chosen as the  "Linking Pin". A l l  of the  other  

a l te rna t ives  under c r i te r ion  1 a re  viewed as being measured with a l te rna t ive  1C as 

the  base unit .  Criterion importances a r e  then derived by estimating the  re la t ive  

importance with respect t o  these Linking Pin al ternat ives .  



Figure 9 provides an  example of t he  type of c r i t e r ion  evaluation question 

used i n  Linking Pin AHP using the  research conducted i n  t h i s  paper a s  an example. 

Figure  9 - Link ing  P in  C r i t e r i o n  Eva lua t ion  Quest ion 

I 
The alternatives to be considered are: 
a) If you win. a presentation is made to you at a banquet attended by the company's top agents 
b) If you win, you receive a 5 day trip for two to Hawaii. including airfare and accomodation, to attend the company 

convention with other agents and their guests. 
C) You win if you produce 10% more premium this year than you did last year. 

write letter circle numbcr 
n i  1 

1. Of a and b I feel that - is: 1 2 3 4 5 6 7 8 9 timesmoremotivating 

2. Of a and c I feel that - is: 1 2 3 4 5 6 7 8 9 tirnesrnoremotivating. 

3. Of b and c I feel that - is: 1 2 3 4 5 6 7 8 9 times more motivating. 

I t  is c lear  t h a t  t he  question to  be asked i n  t h i s  case is concrete and 

answerable, and t h a t  the  addi t ion and deletion of a l te rna t ives  does not require a 

recalculation of c r i te r ion  weights as long a s  the  Linking Pin a l te rna t ives  a re  not 

deleted. Further, t h i s  method can be used i n  a self-administered set t ing.  I t  is 

simply more f lexible  than  the  Belton and Gear method. Therefore, mathematically i t  

appears t h a t  Linking Pin AHP should perform be t te r  than  Conventional AHP. This 

becomes an empirical question which t h i s  research is designed t o  examine. This 

research uses Linking Pin AHP and Conventional AHP as well as conjoint analysis  

f o r  the  same task. The methods a r e  then compared with respect to  t h e i r  

performance i n  terms of predict ive val idi ty .  The next chapter develops specif ic  

hypotheses f o r  testing, out l ines  the  methodology f o r  the  study, and presents the 

results. 



Three different  methods of modeling multi-attribute decisions were presented 

i n  t he  previous section. These methods approach the  same question with different  

procedures but  i f  a l l  a r e  va l id  methods, t he  resu l t s  should be the  same. However, 

t h e  l i t e r a t u r e  presented above suggests t h a t  there may be some differences i n  

performance and therefore the  following hypotheses were tested. 

Firs t ,  conjoint analysis  is expected t o  be an eas ie r  respondent task  due to  

t he  smaller number of decisions and the  evaluation of the  complete package ra ther  

than  parts. The d i f f icu l ty  of the  AHP t a sk  is l ikely t o  manifest i t se l f  i n  

incomplete questionnaires (Dillman 1978). 

H4a: Conjoint analysis  w i l l  produce a higher  usable response rate 
than  e i t h e r  method of t h e  AHP. 

Second, both conjoint analysis  and Linking Pin AHP a r e  expected to  exhib i t  

higher  measures of predict ive va l id i ty  than  Conventional AHP f o r  t he  reasons 

previously outlined. 

H4b: Conpint  ana lys is  and Linking Pin AHP have higher  predict ive 
va l id i ty  t han  Conventional AHP. 

Finally, there is no reason t o  expect conjoint analysis  t o  outperform l inking 

pin AHP i n  terms of predict ive validity.  

H4c: Conjoint analysis  and Linking Pin AHP perform equally i n  terms 
of predict ive validity.  

Most of t he  methodology, i n  terms of survey methods, w a s  presented i n  Par t  

One (p.43). The methodology specif ic  t o  t h i s  portion of the  research is presented 

below. 

Hethodorogy 

The AHP questionnaires a r e  the  same as specified i n  the  previous section 

except t h a t  Section 2 is replaced with relevant method of AHP. The two AHP 



versions of the  questionnaire a r e  presented i n  Appendix J. Samples a r e  drawn from 

the  same list and the  same cover l e t t e r  and incent ives  a r e  used. Subjects a r e  

randomly assigned t o  each of the three conditions with 800 receiving the conjoint 

analysis  questionnaire, 600 receiving the  Conventional AHP questionnaire and 600 

the  Linking Pin AHP instrument. The f i n a l  mailing is not conducted f o r  t he  AHP 

versions and therefore, responses t o  the  conjoint questionnaire received a f t e r  t h i s  

last mailing a re  not included i n  the  analysis  presented below. 

Results 

The resu l t s  of tes t ing  each of t he  three  hypotheses is presented below 

followed by a summary of t he  resu l t s  and a discussion of the  managerial 

implications of the  findings. 

H4a: Conjoint analysis  w i l l  produce a higher  usable response r a t e  
than  e i t h e r  method of t h e  AHP. 

Table 28 i l l u s t r a t e s  the  difference i n  the  response ra tes  among the  three 

versions of the  instrument a f t e r  adjusting f o r  questionnaires which were returned 

undeliverable o r  subjects indicated they had l e f t  the  industry o r  did not sell. 

t a b l e  28 C o ~ p a r i s o n  of Response Bates 

i i 

i 

f CONVENTIONAL 4683% 48 CASES 38.38% (199) j 

42.48% 44 CASES 34.79% (218) I 
? 

It is apparent t h a t  the  AHP enjoys a somewhat higher  i n i t i a l  response r a t e  

than  the  conjoint version. This is probably due t o  t he  wordiness of the  conjoint 

version. The AHP questionnaire, while actually requiring more responses, looks 

l i k e  it is much eas ie r  to  complete. However, t h i s  benefit  is greatly reduced when 

the  number of incomplete questionnaires is examined. There a r e  very few unusable 



surveys from the  conjoint sample. Of the  nine cases, 2 a r e  incomplete 

questionnaires and 7 a r e  omitted because of a lack of va r i ab i l i t y  i n  the  responses. 

For both of the  AHP instruments, large percentages a r e  unusable. The problems i n  

these unusable surveys range from fa i l i ng  t o  complete all of the  questions to  

skipping most of the  section completely. Pretests  indicated t h a t  t he  AHP versions 

were a much more d i f f i cu l t  t a sk  f o r  the  respondents and therefore t h i s  resul t  is 

not surpris ing.  However, t-tests on the  differences i n  the response ra tes  a r e  not 

s ign i f i can t  a t  p=0.05. The Linking Pin and conjoint analysis  response ra tes  a r e  

s ign i f icant ly  different  a t  p4.081. 

Therefore, t he  useable response ra tes  a r e  relat ively similar and the  

researcher must decide which is more acceptable, a lower i n i t i a l  response rate,  o r  

a higher  percentage of unusable responses. It can be argued t h a t  the  l a t t e r  is a 

much bigger problem as it indicates  t h a t  the  t a sk  is very diff icul t .  

H4b: Conjoint analysis  and Linking Pin AHP have higher  predict ive 
va l id i ty  than  Conventional AHP. 

H4c: Conjoint analysis  and Linking Pin AHP perform equally i n  terms 
of predict ive val idi ty .  

Predictive va l id i ty  is a type of c r i t e r ion  va l id i ty  where the objective is t o  

measure the  degree of correspondence between the  test and the  c r i te r ion  (Carmines 

and Zeller 1979) and is usually measured with correlation. The predictive va l id i ty  

of t he  three measures i n  t h i s  s tudy is tested by comparing the  calculated value 

placed on a hold-out package of incent ives  as computed from e i the r  the  AHP 

weights o r  the  conjoint pa r t  worths with the  ac tua l  value assigned t o  t he  package 

i n  a constant sum task. Section 3 of the  questionnaire asks t he  respondents t o  

a l lo t  100 points over 4 packages of incentives. This provides an  evaluation of 

four  incent ive packages on a r a t i o  scale. Four methods a re  then used to  determine 



how well the  conjoint o r  AHP method predicts the  value of the  incent ive packages. 

The four  methods used are: 

L Mean Average Error (MAE) - Calculated as the  summed difference between 

t h e  predicted value and the  ac tua l  value averaged over t he  four  packages. For 

example, i f  we ca l l  t he  predicted values P, and the  ac tua l  values A, then the  MAE 

over t he  four  packages is calculated as: 

2 Mean Average Proportion Error (MAPE) - Calculated as the  difference 

between the  predicted value and the  ac tua l  value divided by the  ac tua l  value and 

averaged. The formula is: MAPE = [ A  (CPx-Ad)/A,)]/4 This measure gives more 
&*I 

weight t o  an  e r ro r  on a package which is highly valued than  t o  an e r r o r  on a 

package which is not highly valued. The rat ionale  is t h a t  a n  e r ro r  i n  predicting 

the  outcome of a highly valued a l te rna t ive  is much more costly than  an  e r ro r  on 

an unpreferred alternative. 

3. Mean Weighted Proportion Error  (MWPE) - Calculated as the  difference 

between the  predicted and the  ac tua l  value multiplied by the  ac tua l  value, The 

calculation is: 

The rat ionale  is similar t o  t h a t  f o r  MAPE but  t he  effect  is more 

exaggerated. 

4. Correlation - Calculated as the  Pearson Product Movement correlation 

between t h e  ac tua l  value and the  predicted value. Fisher - Z transformation is 

used i n  order to  test the  differences among the  independent samples (Levy 1968). 

The AHP weights are, by defini t ion,  constrained t o  be posi t ive and the  

resu l t s  of the  constant sum question are also posi t ive values. Conjoint analysis  

pa r t  worths, on the  other  hand, sum t o  zero and therefore contain negative values. 

In  order t o  be able t o  make the  comparison, the conjoint pa r t  worths a r e  



standardized to  range between 0 and 1. Appendix K presents the  standardization 

method used. 

The four  measures a r e  analyzed using ANOVA. F i r s t ,  an overall  ANOVA is 

performed followed by contrasts  with each pair. The contrasts  involve comparing 

the  Linking Pin AHP plus the  Conjoint Analysis against  t he  Conventional AHP, the 

two AHP methods aga ins t  the  Conjoint Analysis, and f inal ly ,  the  Conventional AHP 

and the  Conjoint Analysis against  the  Linking Pin AHP. Table 29 presents the  

resu l t s  f o r  MAE measurement method. 

f Conjoint 
[ Linking Pin 
1 Conventional 

1 Contrast Analysis 
i 

Conjoint and Linking Pin with Conventional OMW) i 
I Linking Pin and Conventional with Conjoint 0.041 i 
' Conjoint and Conventional with Linking Pin 0.086 i \ I 

Thus, the  MAE analysis  indicates  t h a t  Conventional AHP has the  largest  

e r ro r s  between the  predicted and the  ac tua l  values of the packages. The Linking 

Pin and the  Conjoint have very similar values which a t-test  reveals t o  be not 

s ign i f icant ly  d i f fe ren t  (~4.775). T-tests also reveal t h a t  the  conjoint mean is 

s igni f icant ly  different  from the  Conventional mean (p=0.002) as is the Linking Pin 

Table 30 ABOVA on H A P E  Predictive Validitv M P ~ S ~ I T P  

I Conjoint .7003 
i Linking Pin A676 i 

Conventional .7401 I I : 



Table 30 - Continued 

! Overali BHOfA Hot Significant at P.7072 

/ Contrast Analysis 
I 

i ! Conjoint and Linking Pin with Conventional 0337 i i 
1 Linking Pin and Conventional with Conjoint 0.961 i / Conjoint and Conventional with Linking Pin 0.483 i 

j 

Thus, the MAPE results indicate tha t  no one method performs better than 

another. T-Tests comparing each of the methods are also not significant. 

Table 31 - AUOVA on HVPE P r e d i c t i v e  Va l id i tv  Measure 

f Conjoint 
I Linking Pin 
I Conventional 

1 Contrast Analysis P-Value 

! Conjoint and Linking Pin with Conventional 
i 

om 
. Linking Pin and Conventional with Conjoint O m  
1 Conjoint and Conventional with Linking Pin i om 

The Linking Pin method performs the best on t h i s  measure, while the conjoint 

performs the worst. T-Tests indicate tha t  comparisons of each pai r  of means are 

signif icantly different, 

Table 32 - AUOVA on Cor re la t ion  P r e d i c t i v e  V a l i d i t v  Heasure 

1 Conjoint 
Linking Pin 
Conventional 

1 Contrast Analysis 1 
i 
! Conjoint and Linking Pin with Conventional O m  
1 Linking Pin and Conventional with Conjoint O m  

Conjoint and Conventional with Linking Pin i 
0.273 



In t h i s  case a higher score is better,  ind ica t ing  a stronger correlation 

between predicted values and ac tua l  values. A T-test ind ica tes  t h a t  the  Linking 

Pin and Conjoint scores a r e  not s ign i f icant ly  d i f fe ren t  (Px0.1221, but  t h a t  the  

Linking Pin and Conjoint means a r e  s ign i f icant ly  different  from the  Conventional 

resul t  (p4.000 and p4.001 respectively). 

S u m m a r y  of R e s u l t s  

Table 33 summarizes t he  resu l t s  of the  hypotheses tests,  

Table 33 - Bypothesis S u n a r y  Table 
i H4a: Conjoint Analysis produces a higher  Support 

i Usable response rate. 
I j 
i 

' H4b: Linking pin and conjoint outperform MAE Support 
i 
: Conventional AHP i n  terms of M APE No Support 
i predict ive validity.  MWPE Support I i CORRELATION Support 
I 1 H4c: Linking pin and conjoint periorm MAE Support 

equally well i n  terms of MAPE Support 
i predict ive validity.  MWPE No Support 

CORRELATION Support 

Thus, AHP i n  general appears t o  be a much more d i f f i c u l t  respondent task  

given the  higher number of unusable responses resul t ing from t h i s  method. 

Further, hypotheses regarding the  predictive va l id i ty  of each of the  methods a r e  

generally supported. Conventional AHP has the  lowest va l id i ty  of all the  methods 

and Linking Pin AHP and Conjoint Analysis a r e  f a i r l y  equal. These resu l t s  have 

some implications f o r  management and suggests many avenues fo r  fu tu re  research 

which a r e  presented i n  the  last chapter. 



DISCUSSION AND MANAGERIAL IMPLICATIONS 

It is clear  from the  three measures which produced differences between the  

methods t h a t  t h e  Linking Pin AHP has  higher  predict ive va l id i ty  than  the  

Conventional AHP. This is empirical evidence t h a t  Linking Pin AHP is superior  to  

Conventional AHP and t h a t  Conventional AHP does not have high va l id i ty  i n  t h i s  

type of problem. 

Further, i n  most cases, and s igni f icant ly  on the  correlation analysis, t he  

Linking Pin AHP performs as well as the  Conjoint analysis. This is a posi t ive 

piece of evidence f o r  the  fu tu re  of Linking Pin AHP. However, given the  high 

number of unusable questionnaires and the  inherent  d i f f icu l ty  of t he  task f o r  the  

respondents the  researcher must decide whether AHP is really su i tab le  i n  a self- 

administered setting. Conjoint analysis  appears t o  be a superior  method f o r  t h i s  

task. 

However, there is a problem inherent  i n  conjoint analysis  which AHP does 

not have. This is the  problem t h a t  t he  importance of the  c r i te r ion  i n  conjoint 

analysis  is highly dependent upon the  specif ic  a l te rna t ives  included. It can be 

argued t h a t  t h i s  is not t he  case f o r  AHP. If  AHP produces resul ts  which a r e  

different  than  the  conjoint analysis  resu l t s  with respect to  the  re la t ive  

importance of t he  c r i t e r ion  then there w i l l  be important implications f o r  the  

continued use of conjoint analysis. The l ikely resu l t  w i l l  be a trade-off between 

the  d i f f i cu l ty  of t he  task  i n  AHP and the  va l id i ty  of the  results. The question 

which needs t o  be answered is whether the  benefits of Linking Pin AHP over 

Conjoint Analysis a r e  enough t o  overcome the  d i f f i cu l ty  of the  respondent task. 

This may be the  case i n  an in te rac t ive  set t ing.  

The good performance of Linking Pin AHP suggests t h a t  t h i s  method needs t o  

be examined more closely. A question which comes t o  mind with respect to  its use 



l i e s  i n  the  selection of t he  Linking Pin. There appears to  be no mathematical 

reason f o r  resu l t s  to  be different  with different  l inking pins  but  it  would seem to  

be a different  psychological task  t o  compare the  most preferred a l te rna t ive  on one 

c r i t e r ion  with the  leas t  preferred on another. The question is whether we can 

really choose the  l inking pins  i n  a a rb i t r a ry  manner. Is the  method of minimum 

o r  maximum entry preferable? This is an empirical question which needs to  be 

examined. 

Another in te res t ing  problem when using AHP is t h a t  of aggregation. With 

conjoint analysis  we can aggregate t he  responses of l i k e  groups i n t o  market 

segments. In fact ,  t h i s  is one of the  primary uses of conjoint analysis. This can 

be done by assuming t h a t  the  scale of measurement used means the  same thing to  

all respondents. With AHP measurement we cannot make such an assumption because 

the  output is r a t i o  scaled with the  zero point defined by the  individual  decision 

maker. In order t o  aggregate da t a  i t  is necessary t o  assume t h a t  all decision 

makers use the  same r a t i o  scale i n  making judgements. This is a tenuous 

assumption a t  best. Research i n t o  aggregation issues is necessary to  determine i f  

market segmentation can be performed with the  AHP. 

In conclusion, t h i s  research represents a strong performance fo r  Linking Pin 

AHP. The type of problem examined is not one typical  of the  AHP and the self-  

administered se t t i ng  is not t he  ideal. The f a c t  t h a t  Linking Pin AHP is equal to  

Conjoint Analysis under these circumstances suggests t h a t  the  method is val id and 

f u r t h e r  research should be undertaken t o  determine the  circumstances when the 

method performs the  best. 



1 0 7  

APPENDIX A 

COVERING LETTER AND RETURN ENVELOPE - FIWT MBXLTNG 

5IMON FRASER UNIVERSITY 

FACULTY OF BUSINESS ADMINISTRATION BURNABY, BRITISH COLUMI3lA V5A 1% 
Telephone: (604) 291-3708 
Fax: 1604) 291-1920 

uMTA A:list3.doo 

April 17, 1991 

a m *  
aaddressl, 
c~address2~ 
Victoria, 0 .C , f(code)) 

Dear *dear*: 

Life insurance cmpnies spend a great deal of mney providing incentives designed 
to mtivate their agents. Unfortunately, you, the agent, are very seldom asked 
what types Q•’ incentives you want. The purp3se of this study, being conducted for 
an MBR thesis, is to do just that--find out what kinds of incentives agents want. 

The questionnaire is quite short (only 5 pages), but because we kncw t h a t  your 
time is valuable, we are offering you a reward for completing the survey. A drax 
will be held 3 weeks frcm today for a 64K amputerized Roladex pocket data 
directory, To participate, co~nplete the entry •’om at the b t t m  of this page 
and inc lude it in the enclosed return envelope with your questionnaire. You are 
one of small group of agents who have been selected to provide your feelings on 
this subject and it is irrlportant each questionnaire be canpleted and returned. If 
you muld like a s u m ~ r y  of the results please write " s u m ~ r y  of r e s u l t s  
requested" on Ule back of your return envelope. 

I muld be pleased to answer any questions you may have abut t h i s  study. Please 
feel free to  write or call collect. The phone nunher is (604) 942-6973. Thank you 
for your assistance. 

Sincerely, 

Cynthia Hadley, FIMI 
S h n  Fraser University 

Telephone number 

ENCLOSE THIS FORM WITH YOUR tOMPLETED QUESTIONNAIRE IN 
THE mCZOSM3 R m  ENvEmPE 
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APPENDIX B 

REMNDER POSTCARD 

Incentive Survey 
C/O Faculty Of Buslness Admlnlstratlon 
Simon Frrser Unhrerstty 
Burnaby, B.C. V5A I S6 

- .  - - . - --- - - - 

Last week a questionnaire seeking your opinion about incentives offered 
to life insurance agents was mailed to you. 

If you have already completed and returned it to us please accept our 
sincere thanks. If not, please do so today. Because it has been sent to only 
a small, but representative sample, of life insurance agents in B.C. it is 
extremely important that yours be included in the study if the results are 
to accurately represent the opinions of life insurance agents. 

If by some chance you did not receive the questionnaire, or it got 
misplaced, please call me right now collect at (604) 942-6973 and I will 
get another in the mail to you today. 

Sincerely, 

Cynthia I-hdley FLMI 
Simon Fraser University 



APPENDIX C 

FINAL COVERING LE'll'ER 

SIMON FRASER UNIVERSITY 

FACULTY OF BUSINESS ADMINISTRATlON BUKNADY, BRITISH COLUMBIA V5A 1% 
Tclcphonc: (f~O4) 291 -3708 
Fax: 604) 291-4920 

andme>> 
aaddressl~ 
aaddress2~ 
acitym, B.C. aden 

Dear adear,: 

I am writing to you about our study of incentives for life insurance 
representatives. We have not yet received your conpleted survey. 

The large n d r  of questionnaires returned to date is very encouraging. But 
whether we will be able to accurately describe how all life insurance 
representatives feel depends upon you and others who have not responded. This is 
because our past experiences suggest that those of you who have not yet sent in your 
questionnaire may hold quite different preferences and opinions than those who have. 
It is for this reason that I am encouraging you to ccnplete and mil the enclosed 
questionnaire as quickly as possible. 

I would be pleased to answer any questions you may have about this study. Please 
feel free to write or call collect (604) 942-6973. If I am not there please leave a 
message and I will get back to you right away. Remember, if you would like a 
sumnary of the results please write "sumnary of results requested" on the back of 
your return envelope. The results should be available early in the fall. 

Thank you for your assistance. 

Sincerely, 

Cynthia Hadley, FIMI 
Simon Fraser University 

P.S.: It is not too late to get your name in the draw. 

Name 

Telephone Number 

EZVCLQSE THIS FORM WITH YOUR (3CMPLETE QUESTIONNAIRE IN 
THE W 3 D S E D  RETURN ENVETDPE 



APPENDIX D 

2337 

INCENTIVE STUDY 

This is a province-wide survey of life insurance representatives and their feelings about incentives. 
Its purpose is to find out what you want in terms of motivation programs and how life insurance 
companies can design better programs. Your views are important in this study. 

All information will be held in STRICT CONFIDENCE. The identification number on this page 
is for mailing purposes only. This i s  so that we may check your name off of the mailing list when 
your questionnaire is returned. 

Please answer all of the questions. It will take approximately 20 minutes to complete the question- 
naire--some take mon, some take less. There are no right or wrong answers. We are only interested 
in youropinions and feelings. If you wish tocomment on any of thequestionsorqualify any of your 
answers, please feel free to use the space in the margins. Your comments will be read with interest. 

Thank you for your help. 
I 

Incentive Study 
c/o Faculty of Business Administration 

Simon Fraser University 
Burnaby, B.C. V5A IS6 

Should you have any problems or questions, please call the researcher, Cynthia Hadley, collect at 
(604) 942-6973. 



SECTION I 

Lifc insurance companies provide a number of programs which an: &ought to motivatc heir salcqcoplc. Bclow is a fist of 
some of hex programs. Thc list represcots only a few of thcsc typcs of prognms and is not inlcndcd to bc complclc. 

PIcasc indicate the degrcc to which each motivates you to perlorn bcttcr in your scUing activities. Indicate whclhcr you lee1 
each has high, medium, low or no motivating ability for you by circling Ihc approprialc numkr. r-ir-pr 

Motivation Motivation 
I I 

4. Soliciration of your rccomrncndations for 
pmduct or marketing plans 

I 
1. Periodic sales perfomancc repons showing 

your performance against your pecrs 

6. MotuaUy esrablishcd production gods 

7. Product training 

Medium 
Motivaiion 

2 0 

0 

0 I 1 

0 1 

8. Commission r a t s  which i n c ~ a s c  as 
you producc mon: 

High 
Motivation 

rn 

3 

3 

3 

3 

3 
1 

3 .. 
3 

3 

3 

3 

2. Tnining on advanccd sales lechniqucs 

1 

1 
5. Recognition in thc form of awards and 

publicity for outstanding pcrfomancc 

0 

0 

I t 

0 

I 

1 

1 
.. 

1 

9. Conventions where artendmcc is bascd 
on production 

1 
3. A 3 monlh contrst wilh prizes awardcd 

for sales achicvcmcnt 

0 

0 

10. Providing customized brochures for usc 
in a mail campaign 

1 
0 



SECTION I1 
Most life i n s u m  companies feel that incamins, over Pnd above commission, help to provide motivation for you as an  gent. 
We would like to know how you feel about these incuuives and which ones you feel SIC the moot motivating. 

Please rate each of the following on a scale from 1 to 10 in m n s  of how well you feel the incentive would increase your 
motivation to sell.- A 9ting of 1 indicuts that you feel the incentive provides very low or no motivation for you. 2 indicates 
pu feel the inenlive provides just a little motivation ud so on. If you think  he incentive pFovides a great deal but not the 
maximum mount of motivarion you would circle 9. Circle only one number for uch incentive. Ptase Note: some of the 
hantives m similar but each has a unique rspea. I t  is i m p o m  for us to have your opinion on each one. 

I M o z i o n  Motivation 

L Ifyouproduce1096morepuniumthis).earlhanlPst~yarwinaSdayeipfa 
two IO Hawaii, including airfare and accunmodation. In addition. your name and 1 2 3 4 5 6 7 8 9 10 
accomplishment would be published in the company newsletter which is read by 
a k r  agents. 

2 If you ue one of thc top 20 rgenu, based on premium produced for thc year, in the 
canpany in Weslan Canada, you win 2000 copies 0fa custom designed brochm 1 2 3 4 5 6 7 8 9 10 
produced and paid f a  by (he company and bearing your name and ddress for use in 
a mail ampign. In addition. a presentation would be made to you u a banquet 
aaarded by Ihe company's lop agents. 

3. If you poduce m a e  than 510.000 in annual premium in a 3 month period you win 
a 5 day trip for two lo Hawaii, including airfare and accommodation. lo Ptwld Ihe 1 2 3 4 5 6 7 8 9 10 
canpany convention with ohex agents and Ihei guests. In addition, ywt name and 
recanplishmeru would be published in the company newslePet which is rcPd by 
ochu agents. 

4. IfyarareoneofthctopU)agenu.bazedonpnmiumproducedforIheyear,inche 
cmpanyinWescernCurada.youwina5&yuipforlwooHawaii,includingairfan 1 2 3 4 5 6 7 8 9 10 
and aaxnnmodation, to luend the c a p a n y  convention wilh other agenrs and Ihei 
yests. In rddirion,a prrsartah would be made o you at a privuedinnuumdd 
by you and your guest and two head o f k c  representatives. 

5. If you produce 10% mon premium chis year than last year you win a seat on the 
Resident's Council which involves meeting with IheReoidentand the Vice-Mi- 1 2 3 4 5 6 7 8 9 10 
dent of h4arketing to discuss product and mulreting issue. In ddition. yar would 
receive a tekphm d l  from a head offre repnstntative congratulating you. 

6. If you produce mare than 510,000 in annual prunium in a 3 month period you win 
arerlon IhePdident'sCouncil which involves meeting wirh theR&dent and he 1 2 3 4 5 6 7 8 9 10 
ViccResident of Marketing to discuss product and marketing issues. In addition. a 
presentation would be made o you am privakdinncratlended by yar and ywguest 
and two head dlice ctpuelualives. 

7. An enmy is placed in a draw for every application submiued in a 3 month period and 
ify~u~meisareofhefuf(U)namesdrawnyouwina5&y~pfa1wol0Hawaii, 1 2 3 4 5 6 7 8 9 10 
including airfare and accommodation, to auend the company convention with othu 
agents and (heir guests. In addition you would receive a ltkphone call from a head 
offre npnsenultive congratulating you 



9. If you product marc than $10,000 in a n d  pnmium in a 3 month paiod you win 2000 
copiesofrcust~ndesignedbrochun.poducadrndpridforbytheoompanyMdbearing 1 2 3 4 5 6 7 8 9 10 
your name and Dddns for use in r maif campaign. in addition, you would roceivc r 
let* call fnwn 8 M office npnstntvive carBrplutpting you. 

1 1. If you we am of Lhe top 20 agents, based on pnmium produced for the year. in the 
canpanyinWcstmCPnrla,youwina5&yoipfortwourHawaii.inelwling.irl111: 1 2 3 4 5 6 7 8 9 10 
ud axanmodalion. In addition. you would &vea tekpkmcall fiom a headoffi 
npre&nrative cmgmtularing you. 

12. if you ptuduce 109b mdn premium this year than last year you win a S day trip for LWO 

toHa~i.inciudmgoirf~nandsccommodation~auardthe~panyconventionwi~h 1 2 3 4 5 6 7 8 9 10 
inhcr agents and their gucsu. In addition, a presentation would be made IO you at a 
bonqua amded by rht company's top agenu. 

13. Ifyouproduce t04bmpunium~yurrth;mlPstyeoryarwin 2OOOcopiesafa 
cusromdesignutbmchurepoducedandpaidfor~tkcomp~y~bearingyan~amc 1 2 3 4 5 6 7 8 9 10 
ud addtcss for use in r mail campaign. In Pddihn, r pnsentation would be made IO 
youaapPi~dinnurtlEnded by youand yourgucstudtwohePdoffiicerepnsentatives. 

14. An -try it placed in r draw for evuy application submiaed m r 3 month period and if 
~meiSoneofthef~2Qnamesdrswnywwin~copiesofac~~~lomdesigned 1 2 3 4 5 6 7 8 9 10 
tmchurepoduc#ladppidforbythcoomprnyMdburingyourrrpmMdsddreJsfa 
uscinamailumpip. inPddition,ywmwd~~~~mpIiSh~~tmMbepuMishcd 
in che m p a n y  newsletttr which is read by other agents. 

IS. If you are one of the mp 2Urgen& bnsed on premium produced for the year, in the 
company inWestemClwdd. you w i n r s e a i o n t h e P r t r ~ s ~ i l  whichinvolvcs 1 2 3 4 5 6 7 8 9 10 
d n g  with the Resident and ~ h c  Vice-President d Markoring to discuss product and 
markuing issues. In ddilibn, your namc and occomplishmtnt wauld be published in 
thc company newslaw vhich it I& by other agcno. 

16. If you produce man lhan St0,OO in annual premium in 8 3 nonth period you win a 5 
day trip fortwoto Hawaii, including airfrreandrccommodation. In addition, a 1 2 3 4 *S  6 7 8 9 10 
psescntation would be mede lo you ac r banqw oucndad by thc company's lop agenu. 



Please indicate how moiivaiing each of the following incentives is to you by assigning points to cach one. You have 100 points 
in total to distribute among the four incentives. Tht numkrofpoinls you assign indicates how motivating you feel tk incentive 
is. Forexample, if you feel that all incentives are equally motivating you would give cach one 25 points. However, if you feel 
that one incentive is 7 times as motivating as all the others you would give chat incentive 70 points and the others 10, Use any 
combination of points as long as the t od  is 10D. 

If you product 10% more p m i u m  this year than last year you win a seat on the 
Pnsident's Council which involves meeting with the President and the Vice- 
President of Marketing to discuss product and marketing issues. In addition, a 
presentation would be made to you at a private d i i r  atfended by you and your 
gutst and two head office representatives. 

If you are one of W top 20 agents, based on pnmium produced for the year, in 
thecompany in WesttmCanada, you win a 5 day trip for twoto Hawaii, including 
drfn and irccommdation, to aaend tht company convention with other agents 
ud theirguests. In addition, you would receivea telephonecall fmm a head office 
~cpnsartative congratulating you. 

An entry is placed in a draw for every application subnined in a 3 month period 
and if your name is one of the first 20names drawn you win 2000 copies of a 
custom designed bachurt produced and paid for by the company and bearing 
your name and a d d m  for use in a mail campaign. In addition, a pnstntation is 
made to you at r banquet aacnded by the company's top agents. 

If you produce more than $10,000 in m u d  premium in r 3 m t h  pcriod you 
win r 5 day uip for two to Hawaii, including airfare and aceaamodatim In 
addition, your name and aooomplishcnt m published in ihe company ncws- 
letter which is read by other agents. 



SECTION N 

Finally. we would likc to obtain some information about you and your work environment. 

I un: M A L E  FEMALE, nnd I am YEARS OLD 

I have been M n g  life i n s u m  for YEARS. 

I h v e  Ih: following, if my, i n d u s ~ ~  desipticms, f a  o r p l e ,  MDRT, CLU, CHFC 
tPkrst tpecify) 

I bdd caau*as lo #fl Wvidud life insunace with rpproxiriulcfy diffQimt canpMies. 

Thenuneofmypimuycrnieris 

My primary urrier  CIS rplwoximatcly - paccnt of my individual life business. 

I sell thc following. I my, products in dditicn to life insurance, for examplc: mutual funds, general insurance 
(pi- specify) 

How many w-wockers (eg. other salespeople. support accounUnu, ather pdessionals ) rre 
k e  in your @nary office ? (Pkose circle the number c o m p x h q  to the appopriue category) 
1 0 - 2  
2 3 - 6 
3 MORE THAN 6 

I have (specify number) SALARIED EMPLOYEES wottcing for me in my insurance related business 
(i.e. na only in your life insurance operation). 

I have (specify number) COMMISSIONED AGENTS working under conma to me to sell life insurance. 

My highcst level of educuion is: @lease circle h e  rgpropriate number) 
1 GRADY ELEMENTARY SCHOOL 
2 HIGH SCHOOL 
3 tOLLUjmNICAVVOCATIONAL SCHOOL 
4 UNIVERSR'Y GRADUATE 

My estimated income from the sale d individual life insurance and annuitiw in 1990 is (Circle number). 
1 LESS THAN S 10,000 
2 S10.001 to S30,000 
3 S30,00S I0 SS0.000 
4 $50,001 to $70.000 
5 s70m1 to S90.000 
6 OVERS90,000 

My income ffan thc sajc of individual lifc i n s u m  md annuities represents rpproximrtely .pew11 of my 
lot01 income. 

Please indicate how i m p m l  it is to you to roccivc a promolion to a managcmcnt position wilhin your m p a n y  
(Cinlc the appropriate number). 
1 VERY IMPORTANT 
2 SOMEWHAT IMPORTANT 
3 NEfTHER IMPORTANT NOR UNIMPORTANT 
4 SOMEWHAT UNIMPORTAKT 
5 VERY UNIMPORTANT 

I hrve been with my pfcw company for - YEARS uul my current TZTLE is 



: X H Totnl Income 
: m + intrrwpt 
: ~ i s s i a ,  
: e m  + intercept 

cacrcts a, wrwy 

: sex 
: other d.Siglrtim 

STMOARDIIED CA)#IWICK D l S t R I H I W T  FWCTIQN COEFFICIENTS 

FUWC 1 



PERCENT OF "SRUPEDn W E 5  tORRECnY U S I F I f D :  86.55% 

CWOJlCK DISCRIMINANT FUNCTIOW 

"i I 



DESCRIPTIVE IIIWWTION 

female 
male 

AGE: under age 35 28.4% ( 69) 
aged 36 to 45 32.1% ( 78) 
over age 45 39.5% ( % I  , 

- - -  ( EDUCATION: High School 33.7% (108) 1 
I 

College/Vocational 36.2% (116) 1 
University 30.1% 

INCOME2 $30,000 or less 32.9% 
$30,001 to 50,000 25.9% 

I 
$50,001 to 70,000 18.8% 
over $70,000 22.4% 

- -- 

PERCENTAGE OF ~ C O M E  DERIVED mon LIFE S~LES: 
Less than 25% 10.9% ( 33) 
26 to 50% 13.2% ( 40) 
51 to 75% 10.3% ( 31) 
76 t o  100% 65.6% (198) 

lmmER OF COWANIES REPRPSEIVTED: 
One 36.8% (116) 
Two to Five 39.0% (123) 
More than Five 24.1% ( 76) 

PERCENTAGE OF BUSINESS GIVEN 'ftl P R I W Y  
CARRIER: 

L e s s  than 50% 13.6% ( 43) 
51 to 75% 11.7% ( 37) 
76 to 99% 40.5% (128) 
100% 34.2% (108) 

PROFESSIONAL DESIGNATION% 
MDRT 19.1% ( 61) 
CLU 16.6% ( 53) 
CHFC 10.9% ( 35) 

OTHER PRODUCTS SOLD: 
MUTUAL FUNDS 34.4% (110) 
GENERAL INSURANCE 8.7% ( 28) 



APPENDIX F - CORTZ#UED 

COWAMES REPRESENTED II9 THE SAMPLE (Named as 
Primary Carrier): 

AMERICAN L I F E  
AMERICAN INCOME 
CANADA L I F E  
CITADEL 
COLONIA 
COMBINED 
COMMERCIAL UNION 
CONFEDERATION 
COOPERATORS 
CROWN L I F E  

EMPIRE L I F E  
EQUITABLE 
GERLING GLOBAL 
GREAT WEST 
IMPERIAL L I F E  
INDEPENDENT ORDER 

OF FORESTERS 
KNIGHTS OF 

COLUMBUS 
LONDON L I F E  
MANUFACTURERS 
MARITIME L I F E  

METRO W L I T A N  
MUTUAL 
NATIONAL 
NEW YORK L I F E  
NN L I F E  
NORTH AMERICAN 
NORTH WEST L I F E  
PAUL REVERE 
PENN L I F E  
PRUDENTIAL 

SEABOARD 
SOVEREIGN 
STANDARD L I F E  
SUN L I F E  
TRANSAMERICA 
WAWANESA L I F E  
ZURICH L I F E  
MISSING 



TABLE OF VARIABLES 

NAME - 
RESWN 

SPONSOR 

PRIMCARR 

CITY 

ENTER 

SEX 

AGE 

YEARSELL 

MDRT 

CLU 

CHFC 

OTHDES 

COMPNUM 

PERBUS 

DESCRIPTION VBLUES 

Respondent I.D. Number R1-R402 

Company sponsoring licence 
(Insurance Coucil) 1-50 

Company indicated as primary c a r r i e r  
(Section I V  - Ques 6) 1-50 

City of Residence (Address Label) 0 not lowermainland 
1 lowermainland 

Entered draw 

(Section IV, Q. 1) 

(Section I V ,  Q. 2) 

0 did not enter  
1 entered draw 

0 Female 
1 Male 

1 < 25 
2 26-35 
3 36-45 
4 46-55 
5 over 55 

Number of Years Selling Insurance 1-50 
(Sec. IV, Q, 2) 

Has MDRT designation (Section IV, Q. 310 No 1 Yes 

Has CLU designation (Section IV,  Q. 3) 0 No 1 Yes 

H a s  CHFC designation (Section IV,  Q. 3) 0 No 1 Yes 

Other designation (Section I V ,  Q. 3) 

Number of companies have contracts  
with (Section IV, Q. 4) 

Percentage of business given t o  
primary c a r r i e r  (Section IV,  Q. 6) 

Sell i n  A d d i t i o n  to L i f e  Insurance: 
STOCKS Sell stocks (Section IV,  Q. 7) 

GENINS Sell General Insurance 
(Section I V ,  Q. 7) 

MUTUAL Sell Mutual Funds (Section IV,  Q. 7) 

OTHERBUS Annuities, real  es ta te  etc, 
(Section IV, Q. 7) 

0 No 1 Yes 

1-99 

1-100 

0 No 1 Yes 

0 No 1 Yes 

0 No 1 Yes 

0 No 1 Yes 



COWORK 

EMPLOY 

AGENTS 

EDUC 

INCOME 

PERINC 

TOTINC 

PROMO 

YEARCAR 

TITLE 

COMMENT 

LATE 

Number of coworkers (Section IV,  Q. 8) 1 0-2 
2 3-6 
3 more than  6 

Have sa la r ied  employees (Section IV,  Q, 9) 0 no employee 
1 one employee 
2 two o r  more 

Have agents under contract  (Section I V ,  Q. 1010 no agents 
1 has agents 

Highest level of education (Section IV,  Q. 11) 

Estimated income f o r  sa le  of l i f e  insurance 
(Section IV, Q, 12) 

Life Insurance income as a percentage of 
t o t a l  income (Section IV,  Q. 13) 

Total income calculated from PERINC and 
INCOME 

Desire f o r  a promotion (Sec. IV, Q. 14) 

Years with cur ren t  company (Sec, IV, Q. 15) 

Current t i t l e  with company 

Made comments on questionnaire 

Time response received 

Classification of Agent 

1 gradefelementary 
2 high school 
3 col./vocational 
4, un ivers i ty  

1 < 10,000 
2 10,001-30,000 
3 30,001-50,000 
4 50,001-70,000 
5 70,001-90,000 
6 over 90,001 

1 < 25,000 
2 25,001-50,000 
3 50,001-75,000 
4 75,001-100,000 
5 100,001-125,000 
6 over 125,001 

1 Very Important 
2 Important 
3 Neither 
4 Unimportant 
5 Very Unimportant 

0 salesperson 
1 manager 

0 early 
1 l a t e  

1 Agency Builder 
2 Young Ind. 
3 Loner 
4 Promotion 
5 Career 



Degree to which each motivates you to perform better (Section I): 
VARll Sales performance reports 0 No Motivation 

1 Low Motivation 
2 Medium Motiv. 
3 High Motivation 

Sales t r a in ing  I I 

3 month contest 1 I 

Solici ta t ion of Advice 1 I 

Recognition 11 

Mutual established production goals I I 

Product Training I 1  

Commission ra tes  which increase with production I' 

Conventions I I 

Customized brochures I t  

Conjoint Analysis Variables: 

INTERCEP 
TENPER 

TENTHOU 

ENTRY 

NEWS 
DIN 

BAN 
TELE 

CONVENT 
TRIP 
BROCH 
EXEC 
SOCIAL 

Intercept computed by Bretton Clark. Program 
Part  worth fo r  competition al ternat ive:  produce 10% more than 
last year, 
Par t  worth fo r  competition al ternat ive:  win i f  one of top 20 
agents i n  western Canada. 
Part  worth f o r  competition alternative: produce 10,000 i n  
premium i n  3 month period. 
Part  worth fo r  competition al ternat ive:  Entry i n  draw fo r  each 
application. 
Part  worth fo r  recognition al ternat ive:  Name i n  newsletter 
Par t  worth f o r  recognition alternative: Pr iva te  dinner with 
company representative. 
Part  worth f o r  recognition alternative: Presentation a t  banquet 
Par t  worth f o r  recognition alternative: Telephone ca l l  from 
Head Office. 
Part  worth fo r  prize alternative: Convention i n  Hawaii 
Par t  worth f o r  prize alternative: Trip t o  Hawaii 
Part  worth fo r  prize alternative: customized brochures 
Par t  worth f o r  prize al ternat ive:  President's Council 
Par t  worth f o r  CONVENT minus pa r t  worth f o r  TRIP 



APPENDIX H 

DIVISION OF SAMPLE IlOTO EMPLOYEE AND INDEPENDENTS 

Salespeople a r e  f i r s t  c lassif ied as e i t h e r  independent o r  employee 

based upon the  company they l i s ted  as t h e i r  primary c a r r i e r  as follows: 

Indepedent 
North West Life 
Seaboard Life 
NN Life 
Transamerica Life 
Zurich Life 
Royal Life 
Maritime Life 
Penn Life 
Colonia Life 

Employee 
London Life 
Mutual Life 
Knights of Columbus 
Independent Order of Foresters 
Prudential  of America 
Imperial Life 
Metropolitan Life 

These companies a r e  known t o  operate under the  pa r t i cu l a r  form of sa les  

force a t t r ibu ted  t o  them. 

The remainder of the  sample is classif ied according the  the  percentage 

of business they report g iv ing  t h e i r  primary c a r r i e r  and the  number of 

companies they report having contracts  with. If t he  percentage of business 

given to  the  primary c a r r i e r  is less  than  o r  80% and the  number of 

companies represented is greater  than  5 then the  salesperson is classif ied as 

independent. Otherwise, t he  salesperson is classif ied as an employee agent. 

This process is necessary because some companies which operate primarily as 

employee companies allow t h e i r  agents t o  broker a small percentage of t h e i r  

business. This is t r u e  of even the  s t r i c t e s t  companies (e.g. London Life, 

Farrish, 1991 and Hodsman, 1991). The reason t h i s  is allowed is t h a t  often 

s i t ua t ions  a r i s e  where the  company the  salesperson is an employee of does 

not have a product which is su i tab le  f o r  the  client.  The company would 

r a the r  see the  agent re ta in  the  c l ien t  and broker the  business than lose the  

c l i en t  t o  another salesperson. 



W Y  TABLE 

ACT M VAUS WILKS' 
STEP EWERED IEIOVED IN SIC. LABEL 

ASS F I C A T I M  FUNCTION COEFFICIENTS f i ld~'~ LINEAU DISCRIMINANT FUNCTIMS) 

C A W N I C K  DISCRIMINANT F W T I M S  

PERCENT O f  C W A T I V E  C A N M I C M  ' AFTER 
F W T I M  EIGENVMUE VARIWCE PERCENT C O R R E U T I M  i F U N C T I M  UILKS'  L U B D A  CHI-SPUMED D.F. SIGNIFICMCE 

0 0 .4958817 194.99 I* I.OIM)I 1 m . m  1 m . m  0 . 7 1 ~ 1 2 9  j 
14 0.mM 

MARKS THE 1 C A W N I C K  D I S C R I M I W T  F U C T I M S  R E I U I N I K  I N  THE MALYSIS.  

cD WITWIN-CROUPS C a W E L A T I M  BETUEEN DISCRIMINATING VARIABLES 
AN0 C W O N I C M  DISCRIMlNWT FUNCTIMS 

a I A B L E S  W E R E D  8 1  SIZE OF C(RRELAT1M UITHIN FUNCTIMJ 

C A N M I C M  DISCRIMINANT FUNCTIMS EVMUATED AT GROUP MEWS (GROUP CENTROIDS) 

GROUP FUNC 1 

4 - 6 : E 9  
TEST OF E R U L l N  OF G R W  C W U I I M C E  IUTRICES USING BOX'S N 

THE RANKS 1M) NATURAL O W R I T I M  OF DETERWINANTS PRINTED ARE THOSE OF THE GROUP COVAUIMC~ IUTRICES. 

CROUP LABEL RANK ~a DETERNINWT 

1 1 4  -4.484082 
1 4  5 . 5 4 5 0 7 2  

1 4  4 . 4 6 5 2 4 1  

BOX'S M IPPROXIIUTE F DEGREES OF FREEW( SIGWIFICWCE 
184.52 1.6624 105. 188177.9 0 . 0 W  

C L A S S I F I C A T I M  RESULTS - 
NO. OF PREDICTED CROUP W M E R S H I P  

CASES I 2 uNM - - - - 
CROUP I 101 1 7  

118 85.11 14.41 

GROUP 2 175 2 7  148 
1 5 . U  84.81 

WROUPED CASES 1 0 I 
0.01 1 m . m  

PERCENT OF ''GROUPED" CASES CORRECTLY CLASSIFIED: 84.98% 

C L A S S I F I C A T I M  PROCESSING SUIIVJIY 

320 CASE WERE PROCESSED. 3 WERE XC UD D F MIS ING OR OUT-DF-RWGE C R W  CODES. 
MISS NG DlSCRIMINATING VARIABLE. ::& w A f  tASF MB t 

2# CASES UERE  US^ FOR PRINTED OUTPUT. 
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APPENDIX I 

SEGHENTATION INTO G R O r n  

Respondents a r e  segmented i n t o  groups as follows: 

1. Agency Builders - i f  c lassif ied as independent, indicated t i t l e  i s  

manager, ind ica te  have agents under contract,  o r  have employees. 

2. Young Independents - i f  a r e  not c lassif ied as an  agency builder and have 

been sel l ing insurance f o r  less  than 5 years. 

3. Loners - the  remainder of the  independents a r e  c lass i f ied  as loners. 

4. Promotion-Oriented Employees - i f  the respondent is classif ied as an 

employee salesperson and indicates  t h a t  a promotion is important o r  very 

important. 

5. Career Salespeople - the  remainder of t he  respondents c lassif ied a s  

employees. 

RESULTS OF DISCRIMINANT ANALYSIS 

SUMMARY TABLE 

ACTION VARS MILKS' 
STEP ENTERED REMOVED I N  LAMBDA SIG. LABEL 

1 ZCOMPNUM 
2 ZYEARSEL 

1 .54376 .0000 ZSCORE: Number o f  Companies S e l l  For 

3 ZPERINC 
.45086 .0000 ZSCORE: Years S e l l i n g  L l f e  

4 ZTOTINC 
3 .40486 .0000 ZSCORE: X o f  To ta l  Income 

5 ZCLU 
.37101 .0000 ZSCORE: T o t a l  Incane 

6 ZXBAN 
.35585 .0000 ZSCORE: CLU 

7 ZVARl3 
8 .34448 .0000 ZSCORE: ban + i n t e r c e p t  

8 ZMUTUAL 
7 .33618 .00W ZSCORE: contes t  

9 ZXTRIP 
8 .32886 .00W ZSCORE: s e l l s  mutu ta l  funds 

10 ZXCONVEN 
9 .32274 .WOO ZSCORE: t r i p  + i n t e r c e p t  

11 ZVARl2 
10 .31695 .0000 ZSCORE: convent t i n t e r c e p t  

12 ZVAR14 
11 .31080 0000 ZSCORE. s a l e s t r a l n  

13 MORT 
12 .30523 '0000 ZSCORE: advice 

14 ZVARl8 
13 .29973 '0000 ZSCORE: MORT 

I 5  ZXBROCH 
14 .29499 :MOO ZSCOREI conmission 
15 .29023 .OW0 ZSCORE: broch + i n t e r c e p t  

CLASSIFICATION FUNCTION COEFFICIENTS 
(FISHER'S LINEAR DISCRIMINANT FUNCTIONS) 

TYPE12 = 1 2 3 4 5 

E$A&SEL 0 3341791 -1 488394 1 611368 -0 7467835 0.2797258 

ZCLU 
-0:8858740~-01 0.j786g 1 3 ~ - 0 1  0 .h63869~-01 -0' 1802476 0 2978137 
-0.4667377 -0.1734889E-01 -0.5632029 0:6 159130~-01 0:2107563 

ZCOMPNUM 2.000828 0.3388249 1.875651 -0.9578282 -0.7725871 
ZPERINC -0.3454315 -0.1791289 -0.3948238 0.7496874 0.6292237 
ZTOTINC 0.3756929 -0.2722625 -1.181584 -0.2233228 -0.3655643 
ZXBAN 0.3456 126 -0.3607238 -0.5073422 0.8284036 -0.5455709 
ZXCONVEN -0.2227717 0.6050242 -1.092544 -0 3127442 0 3538589 
ZXTRIP -0.4006763 -0.2871250 1.100068 -0:3423581~-01-0:2395431~-01 

-01051259 -05244811E-01 0.3346047E-01-0.4145091 0.1914628 f!!!ZH 0:6788789~-02 0.4544848 -02175890 - 0 1 7 0 6 3 2  0.1680166 
ZVAR13 0.6383182 -0:7587086~-01 0:3722862~-01 -0: 1738824 0.5353024E-02 

-0.1149857E-01 -0.2150520 -0 1313355 0 3435940 -0.1298007 
-0 1482300 0 5442220 0 4 4 7 6 3 ~ - 0  03244643 0.52488971-01 
0:9151631~-01 -0:3308429 -0.I724l49 -0.1452117 0.1685256 

CONSTANT) -2.886926 -2.770697 -3.420611 -2.629631 -2.001268 



APPENDIX I - CONTINUED 

STRUCTURE MATRIX: 

POOLED WITHIN-GRWPS CORRELATIONS BETWEEN OISCRIMINATING VARIABLES 
AN0 CANONICAL DISCRIMINANT FUNCTIONS 

(VARIABLES ORDERED BY SIZE OF CORRELATION WIMIN FUNCTION) 

FUNC 1 FUNC 2 FUNC 3 FUNC 4 

ZCOMPNUM 0.823598 -0.11620 0.01054 -0.07185 
ZPERINC -0.372418 0.20812 0.00542 0.26141 
ZAGE 0.224438 -0.02960 0.01132 0.09502 
ZXOIN -0.20002* -0.10400 0.16473 0.02334 j[i&P!N -0.194158 -0.13331 0. I5124 0.10777 

-0.19068* -0.10538 0.17851 0.09164 
INTERCE -O.l87Ol* -0. I4130 0.14799 0.18420 fAlll -0.l8499* 0.063. 0.08041 0. I0402 

-0.183198 -0.11251 0.01178 0.15233 
-0.182428 -0.13941 0.07501 0.05124 f!!@Y -0.179668 -0.10477 0.10611 0.07063 

ZVAR16 -0.131468 -0.12961 0.04235 0.06254 
ZOTHOES 0.0771W -0.05785 0.03949 -0.01149 

YEARSEL 0.42846 0.717618 0.11793 0.27122 
iCLU 0.11081 0.340688 0.29908 -0.09667 
ZVARl8 -0.06505 -0.237568 0.00821 -0.03923 
ZCHFC 0.13666 0.231648 0.16959 0.02044 
ZVAR2O 0.06649 -0.229228 0.0261 1 0.11606 
ZSEX 0.01472 0.162138 0.11263 0.09667 

ZTOTINC 0.36716 0.09880 0.649868 0.13713 
ZMDRT 0.14958 0.30430 0.37931. -0.00235 
ZWTUAL -0.00762 0.13866 0.31 1968 0.09721 
ZVAR13 -0.12464 -0.15032 0.287388 0.13913 
ZVARI9 -0.07673 -0.00885 0.271058 0.18905 
ZXBROCH -0.09407 -0.13548 0.144698 0.09257 

ZVAR14 -0.03091 -0.13235 0.02813 0.394828 
ZXBAN -0.14250 -0.16364 0.14295 0.359128 
ZVARl2 -0.02012 -0.03297 0 1 0 7 5  -0.28138* 
ZXTENTHO -0.15624 -0.1132 1 0: l g 8 0  0.263258 
ZRECOG 0.04758 -0.01334 -0.03905 0.260598 
ZXTENPER -0.12634 -0.11259 0.12928 0.24828* 
ZXNEWS -0.16053 -0.14932 0.12659 0.259458 
ZXEXEC -0. I2071 -0.08767 0.12289 0.23732: 
ZVAR15 -0.14472 -0.13265 0.16837 0.1954W 
ZCOMP 0.11099 0.05438 0.04296 0.164568 
ZVAR 17 0.04055 -0.04176 -0.05413 -0.144478 
ZPRIZE -0.01074 -0.02977 -0.01705 -0.08520* 

CANONICAL OISCRIMINANT FUNCTIONS 

PERCENT OF CUMULATIVE CANONICAL . AFTER 
FUNCTION EIGENVALUE VARIANCE PERCENT CORRELATION I FUNCTION WILKS' L M D A  CHI-SQUARED O.F. SIGNIFICANCE 

8 CW(KS THE 4 CANONICAL OISCRIMINANT FUNCTIONS REMINING IN THE ANALYSIS. 

STANDARDIZED CANONICAL DISCRIMINANT FUNCTION COEFFICIENTS 

FUNC 1 FUNC 2 FUNC 3 FUNC 4 

ZYEARSEL 0.35719 0.94899 -0.34835 0.23758 ZHORT -0.05882 0.32031 0.10778 -0.39831 
ZCLU -0.25839 0.14179 0.17632 -0.17590 ZCOUPNUM 0.86923 -0.33838 -0.12924 -0.05338 CLASSIFICATION RESULTS - ZPERINC -0.34295 0.18256 0.11092 0.3061 1 
ZTOTINC 0.06423 -0.40134 0.82781 0.34428 
ZXBAN 0.02028 -0.80082 0.04908 1.43772 
ZXCONVEN -0.24910 0.05891 0.79503 -0.90016 NO- OF PREDICTED GROUP MEMBERSHIP 
ZXTRIP 0.05364 0.38402 -0.91825 -0.03615 ACTUAL CASES 1 2 3 4 ZX8ROCH 0.00200 0.34611 0.14175 -0.48561 
ZVARl2 -0.04884 0.02506 0.25571 - 0 . 5 7 1 8 1 ~ ~ ~ ~  1 - - - - -  
ZVAR13 0.21190 -0.07947 0.40015 0.12569 68 45 8 10 

66.2% 11.8% 14.7% 1 ZVAR14 -0.04589 -0.19160 -0.07188 0.53794 
1.5% 

16 
E ZVAR18 -0.10106 -0.15410 -0.25131 - 0 . 1 6 9 2 0 ~ ~ 0 ~ ~  2 ZWTUAL -0.00595 0.20000 0.31941 0.06000 I 9 

6.3% 56.3% 0.0% 0 37.5% 6 
3 

C 
GROUP 34 23.5% 8 0 25 

0.0% 73.5% 0 
0.0% 

GROUP 4 48 
2 

1 4 1 
2.1% 8.3% 35 

2.1% 72.9% I 4  
GRWP 5 125 12 16 

9.6% 12.8% 8.8% 11 24.0% 30 44 
UNGRWPED CASES 1 100.0% 1 0.0% 0 0 

0.0% 
0 

0.0% 0 

PERCENT OF "GROUPED" CASES CORRECTLY CLASSIFIED : 58.42% 

CLASSIFICATION PROCESSING S U ~ Y  

320 CASES WERE PROCESSED 
0 CASES WERE EXCLUDED hfl MISSING OR WT-OF-RANGE GROUP CODES. 

28 CASES HAD AT LEAST ONE MISSING OISCRIMINATING VARIABLE. 
292 CASES WERE USE0 FOR PRINTED OUTPUT. 
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APPENDIX J 

LINKING PIN AND CONVENTIONAL AHP QUESTIONNAIRES 

Section 2 is t h e  only por t ion of t h e  ques t ionna i re  which di f fers .  See 
Appendix D f o r  Sections 1, 3 and 4. 

Quest ions  on t h i s  page and t h e  following page a r e  t h e  same f o r  l i n k i n g  p in  
and conventional AHP. 

SECTION I1 

Most life insurance companies feel that incentives, over and above commission, help to provide motivation for you as an 
insurance agent. We would like to know how you feel about these incentives and which ones you feel are the most motivating. 
These incentives can be thought of as consisting of three parts. These are: recognition, reward, and qualification basis (how 
winners are decided). 

In each of the following, please compare the two alternatives, indicate which altcmative is the most motivating, and by how 
many times. For example, if the two alternatives are: 
a) Receiving a plaque 
b) Receiving a tie clip 
and you think rcceiving a tie clip is fivc times as motivating as receiving a plaque you would respond by placing thc letter "b" 
in the spacc and circling the number 5 as shown below. 

Of n and b I feel that is: 1 2 3 4 @ 6 7 8 9 timcs morc motivating. 

If you fcel the two are equally motivating you would simply circle thc numbcr 1. 

RECOGNITION (Please rcad thc altcmativcs and answer the questions bclow) 
The alternatives to bc compared for rccognidon are: 
a) If you win, your name and accomplishment an: published in the company newsletter which is read by 

other agents. 
b) If you win, you receive a telephone call from a hcad office representative congratulating you. 
C) If you win, a presentation is madc to you at a private dinner attendcd by you and your guest and two 

hcad office representatives. 
d) If you win, a presentation is made to you at a banquct attended by the company's top agcnts. 

write letter circle numbcr 
n I 1 

1. O f a a n d b I f e e l t h a t -  is: 1 2 3 4 5 6 7 8 9 timcsmoremotivating. 

2. Of a and c I feel that - is: 1 2 3 4 5 6 7 8 9 timcs more motivating. 

3. Of a and d I fecl that - is: 1 2 3 4 5 6 7 8 9 timcs morc motivating. 

4. Of b and c I feel that - is: 1 2 3 4 5 6 7 8 9 times morc motivating. 

5. Of b and d I feel that - is: 1 2 3 4 5 6 7 8 9 timcsmoremodvating. 

6. Of c and d I feel that - is: 1 2 3 4 5 6 7 8 9 times more motivating. 



REWARD 
Thc altcmativcs to bc comparcd for reward arc: 
a) If you win you rcccivc a 5 day trip for two to Hawaii, including airfarc and accommodation. 

b) If you win you rcceivc a 5 day trip for two to Hawaii, including airfare and accommodation, to altcnd Lhc 
company convcnrion with oLhcr agcnts and thcir ycsts .  

C) If you win you nceivc a scat on thc President's Council which involvcs mecting wilh Lhc Prcsident and 
the Vicc-President of Marketing to discuss product and markcling issues. 

d) If you win you receive 2000 copies of a custom designed brochurc produced and paid for by the company and 
bearing your name and address for use in a mail campaign. 

- .  
1. Of a and b I fc l tha t -  is: 1 2 3 4 5 6 7 8 9 timcsmorcmotivating. 

2. Of a and c I fcel that - is: 1 2 3 4 5 6 7 8 9 tirncsmorcmolivating. 

3. Of a and d I fcel that - is: 1 2 3 4 5 6 7 8 9 h c s  moremotivating. 

4. Of b and c I feel that- is: f 2 3 4 5 6 7 8 9 dmcs morc motivating. 

5. Of b and d I feel that - is: 1 2 3 4 5 6 7 8 9 timcs morcmotivating. 

6. Of c and d I fa1 that - is: 1 2 3 4 5 6 7 8 9 timcsmorcmotivating. 

QUALIFICATION BASIS 
Thc altcma~ivcs to bc comparcd for qudification basis arc: 
a) You win if you produce 10% more prcmium h i s  year than you did last year. 
b) You win if you arc onc of thc top 20 agcnts, based on prcmium produced for Lhc ycar, in Lhc company in 

Westcm Canada. 
C) You win if you produce more that $10,000 in annual prcmium in a 3 month pcriod. 
d) An entry is placed in a draw for cvcry application submitted in a 3 month pcriod and you win if your 

name is one of the first 20 n m e s  drawn. 

write Ictter circle number 
n r  t 

1. Of a and b I feel that - is: 1 2 3 4 5 6 7 8 9 times morc motivating. 

2. Of a and c I feel that - is: 1 2 3 4 5 6 7 8 9 times morc motivating. 

3. Of a and d 1 feel that i s :  1 2 3 4 5 6 7 8 9 timcs more motivating. 

4. O f b a n d c I f c e I t h a t -  is: 1 2 3 4 5 6 7 8 9 timcsmorcmotivating. 

5. Of b and d I feci that - is: 1 2 3 4 5 6 7 8 9 timcsmorcmo~ivaling. 

6. Of c and d I fccl l h a t i s :  1 2 3 4 5 6 7 8 9 times morc motivating. 



Cold V L A f 7 / 0  /\/R L 
We would now like you to indicate which of the parts you feel is rhc most motivating. Forexamplc, do you fccl that rccciving 
rccognition is more motivating than rcceving the rcward. Or is thc way the winners are decided (qualification basis) more 
motivating. Again, if you feel Ihe parts an: equally motivating you would circle 1. If you fecl that part a is 3 timcs as motivating 
as part b you would write the letter "a" in thc space and circle 3 and so on. 

The parts to bc considercd arc: 

a) Recognition' . 
b) Reward 

C) Qualification basis (how winners are decided) 

write letter circle numbcr 
n I I 

1. Of a and b I fccl that - is: 1 2 3 4 5 6 7 8 9 timcs morc motivating. 

2. Of a and c I feel that - is: 1 2 3 4 5 6 7 8 9 timcs morc motivating. 

3. Of b and c I feel that - is: 1 2 3 4 5 6 7 8 9 timcs more motivating. 

I &/NWdG P/J 

Wc would now like you to indicate which of the parts you fecl is thc most motivaling. For example, do you fccl ha t  rccciving 
rccognition is mom motivating than rccciving the reward. Or is the way the winners arc dccidcd (qualification basis) morc 
motivating. To do this simply comparc the alternatives bclow in terns of how motivating you fccl each is. Again, if you fccl 
the altcmativcs are equally motivating you would circle 1. If you feel that alternative a is 3 times as motivating as altcmative 
b you would writc the letter " a " in the space and circle 3 and so on. 

Thc alternatives to bc considcrcd arc: 
a) If you win,.a prcscntation is made to you at a banquet attended by the company's top agents 
b) If you win, you kceive a 5 day trip for two to Hawaii, including airfare and accomodation, to attend thc company 

convention with other agcnts and their guests. 
c) You win if you produce 10% more premium this ycar than you did last ycar. 

write letter circle number 
n r 1 

1. Of a and b I feel that - is: 1 2 3 4 5 6 7 8 9 times more motivaling. 

2. Of a and c I feel that - is: 1 2 3 4 5 6 7 8 9 timcs more motivating. 

3. Of b and c I feel that - is: 1 2 3 4 5 6 7 8 9 timesmorcmotivating. 



APPENDIX K 

NORMALIZATION HETROD FOR CONJOINT ANALYSIS 

Conjoint Analysis par t  worths a r e  can and often a r e  negative and sum to 

zero and therefore, i n  order t o  make a comparision with AHP it is necessary 

t o  normalize them so t h a t  they range between 0 and 1 as the  AHP weights do. 

This is performed with the  following procedure: 

Let x,, represent the  pa r t  worths of a l te rna t ive  i on cr i te r ion  1. For each 

c r i t e r ion  there a r e  four  alternatives.  Let S, represent the  range of the  

pa r t  worths f o r  c r i te r ion  j. 

Let p,, represent the  normalized par t  worths calculated as: 

PA, = ((xA,/S,) + 1114 

This method provides pa r t  worths which range between 0 and 1 and a re  

proportional t o  the  or ig ina l  weights. For example, i f  the  par t  worths a r e  .7, 

-5, 1.2, and -1.4 (summing t o  0) the  range is 2.1. The transformation is as 

follows: 

((.7/2.1)+1)/4 = .3333 

((-.5/2,1)+1)/4 = .I905 

((1.2/2.1)+1)/4 = .3929 

((-1.4/2.1)+1)/4 = .0833 

These pa r t  worths now sum t o  one. 
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