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with the hiring decision, and then help you
better manage staff to attain their potential
after you have hired chem. For example, a
multiple-use instrument can help you to use
individual behavioral profiles to recruit and
then to help you understand how to moti-
vate people, better communicate or deal
more effectively with conflict. Why pay for
a different instrument for the second, third
or fourth use?

Work with someone skilled at using the
instruments. Many organizations that
market these instruments have néver been
trained on how to use them or the psychol-
“ogy related to getting the most from these
instruments. Work with experts who know
what they are doing.

Get a system that is easy to use. Qur system
can be used via a paper-and-pencil answer
sheet, or it can be done directly on a pass-
word-protected Internet site developed
specifically for an organization. The Inter-
net site also allows for immediate access of
completed reports and our systems.

Use systems that are cosi-effective. Some
instruments alone cost more than $200
each. Add systems or expert interpretation
to this, and your costs can be as high as
$400 to $500 per report. Look for instru-
ments that are well under $100.

Use instruments that keep you out of legal
trouble. Qur particular instruments have
always passed this test. The systems

we train you to use make legal issues a
“non-concern.”

Have we found an owner’s manual for
humans? Maybe not one that is as accurate
as the one that came with your high-tech
gadget. But the right instrument with the
right systems is an incredible tool!

De. Michael Abelson bas 20 years® experi-
ence as an industry expert and consultant.
He can be reached at abelson@abelson.net
or 979.696.2222. Visit www.abelson.net
to learn more about his programs and
systems.

Otfer a Choice of Compensation Plans
to Gain a Competitive Advantage

-t wenty years ago,
David Cocks, Cra,
FRI, was on the verge
of losing yet another
top producer to a
competing firm. Frus-
traied by the difficulty
of determining whether
his company could
afford to meet their offer, be started locking
for a better way to design commissions,

David Cocks

Today, Cocks is a top sales force compensa-
tion expert who has worked with hundreds
of brokers and more than 30,000 sales
associates around the world. His strategies
address two issues: designing compensation
plans that enhance recruiting, reterition and
motivation; and enbancing corporate prof-
itability so the company maintains financial
stability and can grow appropriately.

Cocks recently shared some of his compen-
sation strategies with Management Issues
and Trends and offered tips for brokers
who want to implement them.

MIS'T: You have said that offering agenis a
choice of compensation plans makes brokers
more competitive. How does that work?

Cocks: By designing a variety of compensa-
tion plans, you ¢an better meet the needs of
differenttypes of agents. You can provide a
high split plan for top producers, a stan-
dard plan for mid-tier people, maybe
salartes for certain types of work. Agents
can select a structure that matches the way
they like to work, offers a level of risk with
which they are comfortable, and motivates
them most effectively. You can also design
plans specifically to attract agents from
competitive firms.

Many companies already offer a variety of
plans, but it’s done under the table—they’re
all exceptions. By explicitly defining several
plans, you’re being fair to everyone, and
you can better control the effect on corpo-
rate profitability.

MIET: How do multiple compensation
plans affect profitability? Can brokerfowners
do this without losing money?

Cocks: When you structure your compen-
sation plans correctly, vou build in a
predefined level of profitability. Many
brokers are still using plans that were
designed 10, 15, even 20 years ago. They’re
getting by, but they never sit down and
analyze their commission structures, so
they don’t realize how unprofitable their
companies really are.

“By designing a variety of
compensation plans, you
can better meet the needs
of different types of
agents. You can provide a
high split plan for top
producers, a standard
plan for mid-tier people,
maybe salaries for certain
types of work. Agents can
select a structure that
matches the way they like
to work [and] offers a
level of risk with which
they are comfortable ...”

‘Whenever you make changes to your
compensation plans, you always need to
analyze them and determine the implications
for your company. CompensationMaster
uses our Commission Planner software to do
that; it lets you see very quickly whether a
plan is profitable. Your goal should be to
design plans so the company receives the
same amount of profit on each one—that
way it’s fair for everyone,

Keep in mind that by designing commission
structures to meet the needs of different
types of agents, you are better able to recoup
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your costs. For example, someone who is

" new to real estate needs extensive training

and support that an experienced agent
doesn’t. You can customize compensation
plans so that agents receive—and pay for—
the support and services they need, without
having to pay for things they don’t want.

MI&T: How many different plans are
typical?

Cocks: Most companies find they need
three to five plans. But there is no typical
answer; every éompany is different. Your
plans need to be tailored to your circum-
stances and your marketplace—you never
want to copy plans that are working for
another broker. Their company may have a
different cost structure than yours or face
different competitive pressures.

MI&T: How is the selection of a plan made
with an agent and broker?

Cocks: The broker or manager works with
the agent to find the right plan. The choice
is based in part on the agent’s experience or
production, but the issue really is the abil-
ity of the agent to function within the style
of the plan. Sometimes, yow’ll see people
choose a 100 percent plan from peer pres-
sure; but if it isn’t right for them, they will
focus on the payments and not on selling.
It’s important that the agent be comfortable
doing business in the style of the plan he or
she chooses.

We recommend that brokers follow several
steps when Working with agents. First,
don’t assume you know what the agents
want. Talk to them and find out what style
they are looking for. Then go through the
pros and cons of each plan. Make sure the
agents understand what they will-be paying
for, as well as what you, the broker, will
cover. Review their sales over the past
several years. Is their sales history chang-
ing? What does their sales cycle look like?
What are their goals? Then look at which
plan is the best fit.

MI&T: How do the plans build in agent
accountability, especially when the plan
may offer an agent a high percentage of the

Continued on Page 8
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commission split, i.e., checks and balances
for the broker?

Cocks: You build in accountability when
you design the plans. The way we do it is to
set a goal of having everyone reach a break-
even point, where they have contributed
their fair share of the company’s expenses.
The break-even point is calculated mathe-
matically, based on the company’s
production and expense levels. You need to
ensure that the agent has enough sales to
cross the break-even point, so the office can
recover its necessary margin.

MIGT: What are the benefits of offering
multiple compensation plans?

Cocks: From my experience, three benefits
accrue when companies offer a choice. First,
it improves motivation. When agents
choose their compensation structure, it
empowers them, motivating them effectively
and permanently. Second, recruiting is

- thetop pfodﬁcérfS‘

‘been paying

easier. Offering a choice of compensation
plans is a very attractive benefit for poten-
tial recruits. Third, multiple plans expand
the labor force. There are many people for
whom the typical style of real estate
compensation is not appropriate, yet who
would make excellent agents. By offering
different plans, perhaps even salaries, you
expand your potential pocl of recruits. The
net result is a powerful competitive advan-
tage in the market.

MI&T: Do you have any tips for brokers
who want to start offering multiple

compensation plans?

Cocks: First, you need to design the right
plans. You want plans that benefit the
agents and company equally. Getting the
right break-even is critical. Don’t just
divide expenses by the number of agents.
There are more sophisticated and accurate
ways to calculate break-even, such as the

method incorporated in Compensation-

Master’s software; take advantage of them.

You need to present the plans in a way that

the sales force understands what you are

doing. Explain why you are changing

plans—what the business imperatives are—

and how the agents will benefit. If your plans

are designed correctly, yow’re in a win-win .
situation with the agents. You’re not taking

any more money from them than you need

to run the company. When they make more,

they keep it. That’s highly motivational.

Finally, don’t make the assumption that
your accounting department understands
the way the plans were designed. Sit down
with them and discuss the details. There are
so many little nuances with accounting and
brokerage management software; you don’t
want mistakes to slip in. Then go back
from time to time and check to make sure
they are paying agents correctly.

David Cocks, CRs, FRI, is the managing
partner of CompensationMaster in
Charlotte, North Carolina. He can be
reached at 704.541.9695 or
david.cocks@compensationmaster.com.



