
This page addresses methodologies employed by Michael Allen Company LLC in preparing this report and accordingly contains confidential information that is 

proprietary to, and remains the property of, Michael Allen Company LLC. The recipient of this report may not share the contents of this  page with any third party. 

 

This page addresses methodologies employed by Michael Allen Company LLC in preparing this report and accordingly contains confidential information that is 

proprietary to, and remains the property of, Michael Allen Company LLC. The recipient of this report may not share the contents of this  page with any third party. 

 

Economics: Payouts Must Be Simulated To Establish Incentive Compensation 

Budget 

SIMULATION CASE ILLUSTRATION #1 

0

10

20

30

40

50

60

Pessimistic Base Optimistic

 Even if the business achieves 

100% attainment, there can be 

wide variation in individual sales 

person performance 

 Most plans contain some degree of 

acceleration 

 This means that the above target 

amount paid to over-performing 

sales people is only partially offset 

by below target amounts paid to 

others 

Why? Simulation Results 

Budget > Target Incentive * N incumbents* 
Sales, % Base Case 90% 100% 110% 

Incentive Pay, % Base Case 53% 100% 170% 

Target = 

$27K 
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$16K 

$30K 

$51K 

National Performance Scenario 

* Excluding impact of vacancies 
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Monte Carlo Simulation Specifies Range Of Payouts At Different National 

Sales Performance Levels To Confirm Plan Calibration And Enable Budgeting 

SIMULATION CASE ILLUSTRATION #2  

Plan Cost Distribution: 100% Attainment Plan Cost Distribution and Aggregate Attainment 
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Cost for given simulation

80% confidence band

National Sales Force Attainment 

Frequency Chart

Certainty is 80.00% from $2,466,269 to $2,606,117
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$2,391,324 $2,462,931 $2,534,538 $2,606,145 $2,677,752

10,000 Trials    9,864 Displayed

Forecast: Total Payout
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10,000 Trials 9,864 Displayed 

Forecast: Total Payout 

Certainty is 80.00% from $2,466,269 to $2,606,117 

$2,391,324 $2,462,931 $2,534,538 $2,606,145 $2,677,752 
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Analytical Output: 

Confirms payout range and 

conveys marginal payout 

vs. marginal revenue 
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Additional Plan 

Cost for +4% 

Revised Growth 


