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The importance of sales representative retention in direct selling 

 

Introduction 

This article presents the statistical correlation test between yearly unit solds as a function of 

orders and as a function of the sales representative retention mix, as follows: 

 

Y = Total units sold in a given year 

O = Total number of orders in the same year 

R1 = Active sales representatives with less than two sales campaigns 

R4 = Active sales representative selling during one year or more 

 

Following statistical results were obtained: 

 

Y = 0.0867 O  -  5.39R1  +  2.29R4  -  157.5 

       T= 7.4       (T = 6.2)     T=3.8       (T=2.7) 

R2 ajusted = 0.954  e Durbin-Watson test = 1.15 

 

There is high correlation between annual units sold and the proposed explanatory variables. 

There was significant fluctuation in the number of sales representatives and changes in the mix 

too. The proposed model was strong to capture the sales volume variation. 

 

For example, it follows a few years of estimated volumes vs. actual sales volumes: 

 

Year Actual 
units (k) 

Estimated 
units (k) 

difference  % 

2000 156.9 150.3 6.6 -4.2 

2001 166.9 169.9 -3.0 1.8 

2002 158.8 164.0 -5.2 3.2 

2003 162.9 167.0 -4.1 2.5 

2004 123.0 123.5 -0.5 0.4 

2005 118.0 120.6 -2.6 2.2 

2006 155.8 151.4 4.4 -2.8 

2007 177.7 173.3 4.4 -2.5 

 

In this example the average yearly prices have fluctuated within na interval of 100 – 115 

considering the IGP/FGV price deflation index. The annual sales volumes were directly 

correlated to orders and to the mix of sales reps in this case. 

Another correlation model has considered the price fluctuation when the deflated price 

interval was beyond 100-115 with statistical significance. The price/ salary correlation is also 
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important in some years (high inflation years). No one of these models is important in the 

present article to the conclusions we will arrive at. 

 

Conclusions from the present proposed statistical model: 

a) When the number of new sales reps increases significantly, the total yearly sales 

volume may decline. This is due to the low sales productivity of new reps, recently 

incorporated into the direct sales system. 

b) When retention increases, the annual sales volume increases significantly. This is 

derived from R4 productivity (one year or more of sales experience). 

 

Direct selling models with emphasis on recruiting, increasing the total number of people selling 

without retention and qualification represent a sales disaster, high recruiting costs, squeezed 

orders and negative impact on margins as the sales productivity of entering sales reps is low. 

 

Retention and qualification, even if the total number of sales reps decline, will result in sales 

growth due to high productivity of those reps with more experience. 

 

It is important we remember that retention depends on the entering of new reps into the 

system as well. For example: 

 

R1 = new reps with less than 5 sales campaigns experience 

R2 = sales reps with 6 campaigns and less than 9 

R3 = sales reps with 9 campaigns and less than 18 

R4 = sales reps with one year or more of selling experience (18 campaigns or more)  

 

R4 = f{R3=f[R2=f(R1)]}  

 

Markov chain models will show interesting results to determine the ideak number of new reps 

entering into the system to sustain long term productivity. This balance is important to 

maximize productivity and yearly margin results. 

 

Sales representatives with one year or more of selling experience were beginners one day in 

the past. The entering of new reps is desired even at low productivity cost bt a large number of 

new entrants may compromise short term results increasing delivery costs and so forth. When 

there is no strong retention programs in place, at the same time, the final result can be a 

disaster, including loss of sales representatives, less sales,, unless the highly productive 

segments compensate the difference. 
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Which factors influence sales representative retention? 

 

a) Exogenous factors 

a.1) market demand, brand, product quality  

a.2) adequate prices in relation to direct competitors   

a.3) economy ups and downs 

         

        b) Endogenous factors 

 b.1) Delivery quality (no missing items in the box)  

 b.2) general service quality (many factors)  

 b.3) attractive sales incentive programs  

 b.4) attractive sales recognition programs (many)  

 b.5) sales rep desire to belong to (the “give me a cause” factor)  

 

Service quality is very important and problems with services (for any reason) may result in less 

retention, less sales and operating margins diving. 

 

The correct weight of each service variable will be given by the consumer, by the sales channel, 

sales people, sales administration people and business Directors (at the end). The quality gaps 

will be understood and analyzed in this order (Qualy/serv models – L.Berry and Parasuraman).  

 

Periods of high economic growth and high sales annual growth rates bring the risk of poor 

services and direct impact on retention of seasoned sales representatives. 

 

Weak sales incentive and recognition programs don´t affect retention. There is an investment 

but the quality is not enough; therefore, no impact on the “Markov chain” of retention of reps. 

 

The willingness to belong to (the “give me a cause” factor) is related to the brand meaning to 

the channel and to consumers. Brands with strong identity which take into account “value-in-

use” concepts as opposed to “value-in-exchange” (I give you the product and you give me the 

money) are stronger compared to brands with weak identity (no aspiration value). 
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