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Navigating through

chaos in incentive calculation
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Spreadsheets changed the world. They’ve revolutionized how 
business is done. Industries everywhere run on them. They’re also 
rife with errors. An estimated 88% of spreadsheets include mistakes, 
and half of those used by big businesses have “material defects.” All 
those errors cost businesses billions. So for everyone, in every 
business, struggling to avoid spreadsheet errors, know that you’re 
far from alone. The good news is that lots of spreadsheet errors can 
be avoided.
 
One of the most crucial areas where organizations employ 
spreadsheets is incentive calculation for their sales teams. Well, it 
makes perfect sense right? Excel can calculate every number you 
input and can possibly think of. Unfortunately, the answer is no. The 
spreadsheet is a blank canvas with two dimensions. It cannot handle 
complex calculations, coupled with layers of logic. And you will have 
to resort to using 10s and 20s of nested ifs and indexes to arrive at 
the final value. God forbid if you go wrong with one of those 20!
 
Organizations started adopting both, in-grown and vendor sales 
performance management systems that were much better than 
spreadsheets. They let you set up custom fields, calculate formulas 
and configure a few dashboards and reports. But it won't allow you 
to manage commissions except for the most simple cases.  
 
Everything is hunky-dory till you realize that most sales 
performance management systems or commission calculation 
systems were built to calculate routine and easy peasy commissions 
and were glorified versions of spreadsheets and were not really built 
for complex commission programs. Anything remotely different has 
to be treated as an exception. And well, in case of exceptions, you 
have to fall back on manual calculations( We’re looking at you, 
spreadsheets!) and emails that possibly have everyone marked in 
cc.
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Well, that just defeats the entire purpose and crushes the cost v/s 
benefit. 
 
We have a list of situations that commission calculation software 
fails at.

Multiple data sets1

Data is an indispensable component of successful sales teams. 
Inaccurate and unconnected data has the ultimate power of 
breaking the sales team and putting the entire organization 
downhill.

Sometimes, it’s absolutely necessary to use two distinct data sets to 
calculate commissions. Some of this data might be stored on CRMs 
or on independent sheets. Most commission calculation softwares 
are not built to mine data from different sources to make sense and 
establish a connection between them. Considering how persistent 
data silos are across teams, it is very important to have a single 
source of data that may or may not be connected in the original set. 
However, it is crucial to have a system in place that can connect two 
sets of data and make it meaningful thus ruling out the need for 
manual calculations and avoiding errors and confusion.
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Splits for group deals2

Another crucial situation that arises pretty often is when there’s a 
group deal. And the thought of calculating it for each deal multiplied 
by the number of reps and the number of times this situation arises 
is almost like stepping on a Lego block. Ouch, that hurts! Well well. 
We feel you.
 
Any time you have split commissions, the inevitable question is – 
how to split? If you always split evenly, then splits are pretty easy to 
deal with. Otherwise, clear rules are needed, so that splits can be 
dealt with in a systematic manner. After all, you don’t want to 
wonder and guess “what are the split percentages for each rep” 
each time there is a split, right?

But there’s a thing worse than having to guess and manually 
calculate commission for each rep. For example, you have three reps 
who are responsible for a sale. One of them gets the lead, the second 
one hosts demos and follow-up meetings and the third one 
eventually closes it. In their minds, each rep has contributed the 
most to this sale and deserves 100% commission for it. And we all 
know what happens when the incentives are rolled out. Now you 
have 3 reps as opposed to one who is unhappy thinking that the 
organization does not care about them.

It is incredibly important to have a system in place that lets you 
define and communicate the splits for such deals to avoid losing 
sales reps over the commission. 
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Clawbacks3

Having unpaid dues from customers and a client delaying payment 
of dues is as common as an error in a spreadsheet (no pun 
intended). A lot of organizations have policies of paying 
commissions to their reps on realization and not accrual. In this 
case, the timeline of accrual v/s realization is pretty different. And in 
case the commissions are processed and an unfortunate event like 
cheque getting canceled/bounced affects the commission payout. 
This adjustment has to be then manually made in the next cycle and 
might require email communication. 

This makes it important for the organization to have real-time 
commission calculation software that can account for such changes 
with retrospective effect. Otherwise, you’d need to locate old 
spreadsheets and find who got paid what on each deal!



www.compass.ai

Retroactive Incentives4

Organizations often have policies around sales and commission 
calculation and payouts to suit the industry and its prevalent trends. 
Many organizations use commission structures with retroactive 
payouts. Payouts are only triggered (retroactively) once certain 
conditions are met. For example, reps may not receive commissions 
on their January and February closed deals until they hit their 
quarterly quota. Once their quarterly quota is hit, payouts are 
applied retroactively to all January and February deals. This 
happens mostly in cases where the variable pay is a part of the 
compensation.

It can be very painful to deal with if all calculations are to be done 
manually. You require a robust system that can look up past data 
without having to manually run this command and calculate the final 
commission amount to be paid.

Incentive on take rate/margin5

Sales teams, primarily, are judged on improving top-line business or 
driving more revenue for the organization. But improving the take 
rate or margins is equally important. Organizations run sales 
contests for sales reps to improve take rates for their clients and are 
often compensated in incentives for their efforts which acts as a 
great motivation. Most commission calculation softwares can either 
account for incentives on earlier take rate or the new one and never 
both. This adjustment has to be calculated manually. Now add the 
‘with effect from date’ filter and the entire calculation goes for a toss 
which makes it crucial to have a system in place that can account for 
this, both real-time and with retroactive effect. 
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Tax calculation, financial reporting,
and legal compliance7

Accounting for tax liability and legal implications of processing 
incentives like ASC 606 is a crucial aspect of the commission 
payout process. With business tools built for mathematical 
calculations that have a simple input, process, output mechanism, it 
is virtually impossible to account for such nitty grits. It does not 
allow you to configure tax implications, let alone based on slabs or 
geographies, and makes financial reporting and legal compliance 
independent of incentive calculation and payouts.

User authentication and security measures like GDPR or ISO are 
crucial and its absence may put the company at significant risk.

Booster incentive6

Organizations often run sales contests to focus on a few metrics 
that are crucial, for a certain cohort, product, or are time-sensitive. 
Sales leaders may run these for the entire organization or for 
geography in silos. In such cases, it is important for organizations to 
have a robust system that can calculate differential commissions for 
the participating and eligible cohort and the usual one for the rest of 
the team. Manually calculating these incentives can be extremely 
tedious and time-consuming leading to manual errors.
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Payment automation8

Usual incentive calculation tools can help you with the final 
incentive calculation. It cannot go even a step beyond that. It keeps 
incentive calculation independent of incentive payouts. To process 
payouts, you will have to manually release payments through the 
bank or through gift cards which leaves plenty of opportunity for 
manual errors and does not allow you to connect it to any APIs or 
payment getaways to process payments that makes it manual, time 
consuming and prone to manual errors.

Without a system, calculating commissions manually can be a real 
headache consuming many hours of tedious and painful work and 
the above situations are a testimony to the same. After all, these 
situations are not as rare as commission calculation softwares 
consider them to be. Manually calculating incentives and seeking 
approvals on emails in such situations practically renders part 
automation useless. It takes you back to square one.



Compass is Lego for incentives.
THAT’S EXACTLY WHERE COMPASS HELPS YOU. 

With Compass, an incentive automation software, you can easily 
build logic with ‘n’ number of variables where your only input is 
defining the variable and Compass will take care of your incentives 
no matter how complex. Apart from easy incentive calculation, 
Compass helps you motivate your sales reps with gamified sales 
contests with a library of templates to choose from. Compass is also 
created to handle complex tax implications across geographies and 
tax brackets, to enable seamless payouts.
 
Sales incentives have been and will continue to be, effective 
management tools for organizations. But with Compass, you won’t 
have to worry about them at all.

BOOK A DEMO NOW

Leverage the Compass advantage!


