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Pricing and Compensation on Heterogeneous Sales Forces for

Mult2Products under Asymmetric Information

XU Hon@yan', HUANG H&

(1.School of Economics and Management, Tsinghua Univ., Beijing 100084, China;

2. College of Economics and Business Administration, Chongqing Univ., Chongqing 400044, China)

Abstract: In this paper, we investigate the pricing decision and the compensation strategy of a manufactur2
er with heterogeneous sales force. The manufacturer hires the sales2agent to sell multi2products. The

sales2agent usually has better information of his selling ability than the manufacturer does and he will dis2

tribute his efforts according to the products. compensation contracts, while the selling ability and effort
distribution will both influence the demand. As there is asymmetric information before the manufacturer

offers the contracts, the manufacturer has to pay extra cost to get the sales2agent. s private information a2

bout selling ability. And by applying principl€agent theory, we find that the manufacturer can control the

agent. s effort distribution through setting the optimal prices.

Key words: selling ability; asymmetric information; compensation contracts; pricing



