COPYRIGHTINTERNATIONAL ISLAMIC UNIVERSITY MALAYSIA

FACTORS IMPACTING SALESPEOPLE
PERFORMANCE: AN EMPIRICAL STUDY OF THE
PHARMACEUTICAL INDUSTRY OF MALAYSIA

BY

ARDIAN ISMAJLAJ

A dissertation submitted in fulfilment of the requirement for
the degree of Master of Science (Marketing)

Kulliyyah of Economics and Management Sciences
International Islamic University Malaysia

December 2016



ABSTRACT

Among the major components of the health sector in Malaysia, pharmaceutical
industry is a key constituent. Owing to its strong ability in the production of generic
drugs, the pharmaceutical industry carries high growth potential domestically as well
as in the export sector. The effectiveness of the sales force is a high priority area for
the Pharmaceutical industry due to the pressure to achieve maximum return on
investment. The desire to enhance share in the market and to become the favoured
pharmaceuticals supplier is a constant stimulus for the management of pharmaceutical
companies. This thesis examines the factors that affect the performance of
salespersons in the pharmaceutical industry. The impact of five variables on
salesperson performance are examined, namely, the effect of sales skills,
organizational commitment, job satisfaction, intrinsic and extrinsic motivation. The
research methodology is primarily quantitative, based on the analysis of survey results
from sales employees of selected companies in the Malaysian Pharmaceutical
industry. SPSS and AMOS statistics software package was used to conduct the data
analysis. To extract and select the factors behind the measured variables of interest,
factor analysis was done. To investigate the variables and the fitness of the proposed
model, Structural Equation Modelling (SEM) was performed. A significant positive
impact was found of job satisfaction, extrinsic motivation, organizational commitment
and sales skills on salesperson’s performance. It was also found that the influence of
intrinsic motivation was not significant on salesperson’s performance. The results of
this thesis will provide an analysis of the impact of each factor on the performance of
sales personnel in the Pharmaceutical industry in Malaysia.
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CHAPTER ONE
INTRODUCTION

1.0 INTRODUCTION

In a global market, pharmaceutical industry has been recognized to be worth of USD
$300 billion a year and estimated to go up to USD $400 billion in the next three years
(World Health Organization, 2015). Making it so one of the top most profitable
industry worldwide. Again, according to the World Health Organization, one third of
this industry is controlled by 10 largest pharmaceutical companies, where most of
them with sales around USD $10 billion a year and profit margin about 30 percent.
Therefore maintaining and increasing the revenue and the profit margin in this highly
competitive market has brought a lot of pressure to the sales managers and it has
drawn undivided attention from top management to the salespeople’s performance. As
being the front line and the representatives of the company, salespeople are highly
important as they are the face and the contact point between the company and the
customers. Hence making their performance having a direct impact on the overall
company’s performance, as their sales contributes directly to the company’s revenue.
This study is designed to understand and analyze sales people performance and some
of the factors that have impact on their performance. This research is undertaken in
Malaysia and it focuses only on the salespeople of the pharmaceutical industry. The
first chapter of this dissertation gives an overview of the existing research on factors
affecting the performance of sales people, specifically those in the pharmaceutical
industry. An introduction of the pharmaceutical industry in Malaysia is given in the
background of the study, which helps in the identification of research gap in this field.

Further, the chapter outlines the research problem, objectives, questions and



importance of this research. The significance of the study and scope of the research is

also outlined, followed by definitions of the key terms related to this research.

1.1 BACKGROUND OF STUDY

This study is designed to analyze salespeople’s performance and what are the factors
that have impact on their performance. It focuses only on the sales representatives of
the pharmaceutical industry in Malaysia. Factors identified for examination in this
study are as follow: job satisfaction, intrinsic, extrinsic motivation, organizational
commitment, and sales skills. But before going any further, it is important that first of
all we have some understanding about pharmaceutical industry in Malaysia. We
should know its worth and value to the economy of this country and who are the major
players.

Pharmaceutical industry is among the major components of the health sector in
Malaysia, is a key constituent. Owing to its strong ability in the production of generic
drugs, the pharmaceutical industry carries high growth potential domestically as well
as in the export sector. Malaysian government’s interest in promoting its
pharmaceutical industry as a strategic industry denotes its potential (Malaysian
External Trade Development Organization, 2014).

The Malaysian pharmaceuticals market has experienced progressive growth
over the last 10 years at a rate of 8 to 10 percent per annum (PhAMA, 2012). This
sustained growth is the direct result of a robust domestic generic sector and branded,
imported and also patented medicines (Malaysian External Trade Development
Organization, 2014). From 2006 to 2010, the pharmaceutical industry charted even
better profit and growth performance as compared to larger economic sectors from the

likes of automotive, agriculture and electronics. However, the real strength of this



sector may be gauged from its faring considerably better than other industries during
the 2009 economic crisis, whereby it recorded a growth of 5.6 percent from 10.7
percent in 2008 (PhAMA, 2012).

For the above reasons, the pharmaceutical industry in Malaysia can be
considered vital for the economy. Therefore further examination in the context of
factors that will enhance its growth and development is necessary. The performance of
sales people is a critical component of this industry and the role of the sales person is
becoming even more demanding due to the current business environment. For
instance, the competition is intensifying in the industry, which makes the selling
environment more challenging. In addition, for the sales department, acquiring new
customers and opening new channels are increasingly important to the industry
growth. Moreover, the roles of sales representatives and sales managers are becoming
more complex and demanding (IR, 2008). Thus, in this business environment and in
this industry’s current growth stage, it is essential to identify the factors that are

pertinent to enhancing the sales performance of the pharmaceutical industry.

1.1.1 Sales Channels

Malaysia's pharmaceutical industry has four noteworthy outlets of distribution, to be
specific the Government, pharmacies, clinics and private hospitals. The share of these

four markets for the sales of pharmaceutical companies is outlined in Table 1.1.

Table 1.1 Sales channels

Government 38%
Pharmacies 23%
Clinics 22%
Private hospitals 17%




It was noticed that sale of pharmaceutical products to pharmacies recorded a
growth rate of 13.3 percent in the year 2009, succeeded by sales to private hospital at
8.5 percent year over year, and finally sales to clinics and the government that grew at
less than 5 percent (PhAMA, 2012).

In Malaysia, the Drug Control Authority (DCA) enlists 246 pharmaceutical
organizations, of which 51 are authorized to deliver modern medicines, for example,
antibiotics, analgesics, anti-histamines, anti-hypertensive, diuretics, and antacids. Rest
of the 172 are authorized to produce medicines that are traditional and herbal

(Malaysian Investment Development Authority, 2014).

1.1.2 Major Players in the Industry

Malaysia Pharmaceutical Industry is made of local base companies as well as foreign
multinational companies, which have a big presence in the market with their sales
offices and representatives all over Malaysia. The list of those companies is presented
in the Table 1.2 as recorded in Pharmaceutical Association of Malaysia (PhAMA),
2012,

Table 1.2 The List of Pharmaceutical Companies

Category Names of the Companies

Local Pharmaniaga Bhd; CCM Pharmaceuticals Sdn Bhd; Duopharma (M) Sdn

Companies

Bhd; Kotra Pharma (M) Sdn Bhd; Hoe Pharmaceuticals Sdn Bhd; Hovid
Sdn Bhd; Royce Pharma Manufacturing Sdn. Bhd; Y.S.P Industries

Foreign
Companies

Abbott Laboratories (M) Sdn Bhd; Abbvie (M) Sdn Bhd; Astra Zeneca;
Bayer Co. (M) Sdn Bhd; Boehringer Ingelheim (M) Sdn Bhd; Eisai (M)
Sdn Bhd; Eli Lilly (M) Sdn Bhd; Glaxo SmithKline Pharmacuetical (M)
Sdn Bhd; Hospira (M) Sdn Bhd; Leo Pharma (M) Sdn Bhd; Merck (M) Sdn
Bhd; Merck Sharp and Dohme (M) Sdn Bhd; Mundipharma
Pharmaceuticals (M) Sdn Bhd; Novartis Corporation (M) Sdn Bhd; Novo
Nordisk Pharma (M) Sdn Bhd; Pfizer (M) Sdn Bhd; Reckitt Benckiser (M)
Sdn Bhd; Roche (M) Sdn Bhd; Sanofi Aventis (M) Sdn Bhd; Servier (M)
Sdn Bhd; Sun Pharmaceutical (M) Sdn Bhd; Takeda (M) Sdn Bhd; Zuellig
Pharma (M) Sdn Bhd




1.1.3 Industry Prospects

The increasing global demand for halal pharmaceuticals has also made the Malaysian
Pharmaceutical companies highly attractive. The organizations have the opportunity to
take advantage of local skills in halal production, worldwide acknowledgment of
Malaysia's halal accreditation and the expanding recognition of its halal products
(Malaysian Investment Development Authority, 2014).

Therefore, to further enhance the growth of this industry in Malaysia and to
increase the sales of local pharmaceutical products and halal pharmaceuticals, the role
of sales people is highly crucial. Thus, the focus of this research will be to study the
improvement of sales performance by exploring the factors that impact performance

of sales people in this industry.

1.2 PROBLEM OF STATEMENT

The effectiveness of the sales force is a high priority area for the pharmaceutical
industry due to the pressure to achieve maximum return on investment. The sales
force represents the largest component of investment in sales and marketing for this
industry. Hence the returns gained from the companies spending towards sales have to
be strong to satisfy investors and stakeholders. Thus, sales force effectiveness is
highly important in the pharmaceutical industry (Bates, 2011).

Pharmaceutical companies rigorously track and manage sales activity, to
increase productivity and sales. This is particularly important as pharmaceutical
companies are facing increased resistance to their products due to the perceived
mistrust towards pharmaceutical industry (Bates, 2011). Comprising the most critical
personnel in the company’s marketing communication process; the sales

representatives possess a boundary position, serve as the channel of communication



between the organization and customers, bolster numerous transactions, and are
crucial in scanning and monitoring the external environment (Ahmad, Basir, and
Kitchen, 2010; Sohi, 1996). It is, thus, crucial for any pharmaceutical company that
seeks to increase market share and supersede the competition to study and understand
the factors that enhance salesperson (Ahmad, Basir, and Kitchen, 2010).

Previous literature has demonstrated that factors such as job satisfaction,
motivation, organization commitment and sales skills have an effect on general sales
performance. While there are limited studies that investigate the influence of these
factors in the context of the pharmaceutical industry, no previous research has
explored these constructs in relation to the Malaysian Pharmaceutical industry. Thus,
to fill this gap in understanding the key factors influencing the performance and
effectiveness of the pharmaceutical sales force in Malaysia and to determine the
factors that are specific to the Malaysian context, this research will pursue the

following research questions.

1.3 RESEARCH OBJECTIVES

The general objectives of this study are to investigate those factors that have an impact
on the salespeople’s performance of pharmaceutical industry in Malaysia. Those
objectives of this study are as follows:
1.3.1 To examine the impact of job satisfaction on salesperson’s
performance in pharmaceutical industry.
1.3.2 To examine the impact of intrinsic motivation on salesperson’s

performance in pharmaceutical industry.



1.3.3 To examine the impact of extrinsic motivation on salesperson’s
performance in pharmaceutical industry.

1.3.4 To examine the impact of organizational commitment on salesperson’s
performance in pharmaceutical industry.

1.3.5 To examine the impact of sales skills on salesperson’s performance in

pharmaceutical industry.

1.4 RESEARCH QUESTIONS

This research addresses the following research questions to explore the above research
problem.
1.4.1 What is the impact of job satisfaction on salesperson’s performance in
the pharmaceutical industry?
1.42 What is the impact of intrinsic motivation on salesperson’s
performance in the pharmaceutical industry?
1.43 What is the impact of extrinsic motivation on salesperson’s
performance in the pharmaceutical industry?
1.4.4 What is the impact of organizational commitment on salesperson’s
performance in the pharmaceutical industry?
1.4.5 What is the impact of sales skills on salesperson’s performance in the
pharmaceutical industry?
These research questions were formulated to determine an accurate measure of
the dependent variable used in this study, to determine the performance and sales

effectiveness of sales people in the selected industry.



1.5 SIGNIFICANCE OF STUDY

This research can make a significant contribution to the existing body of knowledge
and understanding regarding the sales performance and effectiveness of sales people
in the pharmaceutical industry. It will also provide country specific information
regarding the factors that are specific to the Malaysian context and enable future
comparison between factors influencing sales performance across countries. There is,
undoubtedly, a scarcity of information and research regarding the sales performance
and their contributing factors in Malaysia.

Improvement in sales performance is critical to pharmaceutical companies.
The identification of the salient factors that substantially influence effectiveness of
pharmaceutical sales force, can contribute greatly to improvement and positive
development in the management of sales people. It can also give insight that will
enhance the organizational approach taken in ensuring the effectiveness and efficiency
of its sales employees. Furthermore, this can provide benefits for pharmaceutical
companies in terms of its performance and growth, by ensuring that marketing and
sales activities and investments towards these departments can help achieve the
company’s goals and objectives.

Thus it is expected that this study is expected to add knowledge to the existing
body of knowledge on the performance evaluation and contributing factors to sales
effectiveness of sales people in the pharmaceutical industry. In addition it is also
expected that this information can help top management in understanding their sales
force better and thereby coming up with more effective ways on achieving the targets

and improving their performance.



1.6 SCOPE OF THE STUDY

The study focuses on the impact of sales performance in Malaysia, particularly on its
Pharmaceutical industry. The study limits the factors that affect the performance of
sales people to five key variables. The collection of primary data is based on surveys
distributed within Kuala Lumpur and the Klang valley area, where most of these

companies are located with their business offices.

1.7 DEFINITIONS OF KEY TERMS
1.7.1 Salesperson

A salesperson can be defined as an employee who is a contact point between the
company he or she represents and the clients or customers of the company, who uses
personal communication to inform, convince and create relationship with the potential
clients and customers with the purpose to persuade them to buy from the company’s
goods and services, in this context, promoting and selling pharmaceutical products to
the targeted customers (Mulky, 2011). Sales personnel are utilized by the
pharmaceutical companies to promote their products directly and personally to

physicians and other healthcare providers.

1.7.2 Job Satisfaction

Various researchers and practitioners have developed and defined the concept of
employee satisfaction or job satisfaction in diverse manners. Locke’s definition
(1976), though, has been considered the most authoritative and used most widely as

far as organizational research is concerned. He defines job satisfaction as "a
pleasurable or positive emotional state resulting from the appraisal of one's job or job

experiences” (p.1304) (Locke, 1976). Some researchers have also defined it with



respect to the level of satisfaction of an employee with his or her job; and how he or
she likes the work (Spector, 1997). This definition of job satisfaction can be assessed
at the global level (i.e. overall satisfaction) or at the surface level (i.e. an individual is

content with various features of the job or otherwise) (Spector, 1997).

1.7.3 Intrinsic Motivation

Intrinsic motivation can be referred to the performance of an activity for the sake of
the satisfaction it results it, rather than for an external motivating factor. Since
intrinsic motivation is primarily between a person and his task, some researchers have
defined it in terms of the characteristics of the task, for example how appealing and
interesting it may be, while others have defined it with the consideration of the
gratification a person feels from intrinsically motivated task engagement (Ryan and

Deci, 2000).

1.7.4 Extrinsic Motivation

Extrinsic motivation is often defined as the performance of an activity owing to a
distinct and external outcome and motivation. According to Ryan and Desi (2000)
extrinsic motivation takes place whenever an activity is undertaken for the purpose of
attaining a separable result. Extrinsic motivation differs from intrinsic motivation as
the latter is embarked upon solely for the pleasure it accords in and of itself and not

for the result it may carry with itself (Ryan and Deci, 2000).

1.7.5 Organizational Commitment

The definitions of organizational commitment (OC) and its measures have a common

theme whereby the OC is perceived to associate the individual with the organization.

10



The generally considered type of OC is attitudinal (Porter, Mowday, and Steers, 1979)
(Sun, 2012). Attitudinal OC is defined as “the relative strength of an individual's
identification with and involvement in a particular organization” (Mowday, Porter,

and Steers, 1982).

1.7.6 Sales Skills

A sales representative's skills may be understood as the individual's learned capability
at performing the vital assignments required for the job. Rentz et al. (2002) ordered
selling skills into three measurements in particular technical skills, interpersonal and
salesmanship. These measurements were observed to be valuable indicators of sales

representative execution.

1.7.7 Sales Performance

Performance is defined as activity or effort to accomplish or carry out a task or action
based on pre-defined expectations and timeline (Motowidlo, Borman, and Schmidt,
1997). Whereas sales performance is been defined and measured based on the
salespersons’ effectiveness on accomplishing and achieving: i) Sales volume: the
percent of the territories total sales volume generated by the salesperson; and ii)
Closing ratio: the salesperson's ratio of successfully closed sales to the number of

sales contacts (Pettijohn, Taylor and Keillor, 2011).

1.8 CHAPTER SUMMARY

To summarize, chapter one of this thesis consist of nine parts. The first part provides
an introduction of the first chapter. The second part of this chapter gives a study

background of the Malaysian healthcare focusing on the pharmaceutical sector, its
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structure, major companies, its growth, the industry prospects, its sales channel, and
the factors affecting the performance of sales people. The third part discusses the
problem statement that identifies the research gap and the research problem that is
addressed in this research. Further, part four and five of the first chapter outlines the
questions and the objectives of this research. In the sixth and seventh part, the
significance of the study and scope of the research is also outlined, showing the
contribution that this research will add to the existing knowledge and it can help top
management in understanding their sales force better. The scope of the study
illustrates the area that will be chosen by the researcher for conducting the research.
Part nine delineates definitions of the key terms related to this research. The final part

of this chapter gives the summary of the first chapter.
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CHAPTER TWO
LITERATURE REVIEW

2.0 INTRODUCTION

The following literature review examines previous studies on the selected factors that
affect the performance of sales people in order to establish the theoretical basis for this
research. Section 2.1.1 discusses the literature pertaining to job satisfaction, 2.1.2
examines intrinsic motivation and section 2.1.3 outlines the findings of previous
research on extrinsic motivation. Section 2.1.4 explores the studies on organizational
commitment, while section 2.1.5 examines sales skills. Lastly, section 2.1.6 outlines

the literature on sales performance.

2.1 FACTORS THAT AFFECT THE PERFORMANCE OF SALESPEOPLE
2.1.1 Job Satisfaction

Salesperson job satisfaction has been examined in previous studies, both at the global
and facet level. Global evaluation of job satisfaction (JS) concentrates on a person’s
general fulfilment with the employment, while the facet level evaluates a salespersons
gratification derived from different characteristics of the job, for example pay,
benefits, and supervision (Churchill, Ford, and Walker, 1974). A number of
antecedents and consequences of salesperson JS have been recognized in marketing
literature. Antecedents have been classified as individual differences, organizational
variables, role perceptions, and job or task variables (Brown and Peterson, 1993).
Organizational commitment, organization citizenship behaviour, an inclination to
leave and turnover are some of the results of JS pointed out in the literature (Brown

and Peterson, 1993); (Donovan, Brown, and Mowen, 2004). Although there is
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