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An Analysis of Salesperson Compensation Schemes
in a Dual Distribution Channel
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Abstract

This study investigates salesperson compensation schemes in a dual distribution channel. It
is well known in the SCM (Supply Chain Management) literature and practice that different
salesperson compensation schemes can have a significant impact on SCM profitability due to
the lack of proper monitoring methods for each distribution channel. The study presents two
stochastic optimization models to analyze the optimal compensation schemes of the salesperson
for two types of risk preferences in the salesperson: risk neutrality and risk aversion. As a
result, each model presents a closed-form optimal solution, and then all analytical results are
re-illustrated with our numerical examples. The study contributes to literature by providing a
theoretical implications and insights that can be applied for various industrial examples in a

dual distribution channel.
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