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Abstract: The Global Automotive Aftermarket sector was valued at USD 392.5 billion in
2020 and is predicted to surpass USD 525 billion by 2028. The automotive aftermarket of
the United Arab Emirates, led by Dubai, is the fastest-growing market, which is expected to
reach USD 634.4 million. However, the Covid-19 pandemic diminished the growth rate and
profitability of the sector, pressing small and medium enterprises to reduce their costs,
including employees’ remuneration. This empirical paper aims to analyse the impact of
changes in salesforce remuneration on sales turnover and the role of Covid-19 in influencing
this causal relationship. The data, before Covid (2019) and during Covid (2020-21), were
collected from 80 automotive aftermarket enterprises in Dubai using a single-stage
convenience sampling method. The correlation analysis and ANOVA test highlight the
significant difference in sales commission within the group and between the groups caused
by Covid-19. The results indicate how the reduction in remuneration, especially sales
commission, during the crisis significantly declined the sales turnover in automotive
aftermarket enterprises. The study proposes guidelines and tips that business leaders, the
human resources professionals can implement to revive their sales turnover post-Covid-19
and manage such crises in future.

Keywords: Remuneration, Sales turnover, Automotive Aftermarket, Commission, Salary,
Compensation, Covid.

DOI: 10.17512/pjms.2022.26.2.17

Article history:
Received October 03, 2022; Revised November 20, 2022; Accepted November 30, 2022

Introduction

The Global Automotive Industry generated revenue worth 2.5 trillion USD in 2020
and is expected to reach 2.8 trillion USD in 2022. In this, the contribution from the
Automotive Aftermarket sector (hereafter, AA) is 392.35 billion USD, and it is
predicted to cross 525 billion USD by 2028 (Research and Markets, 2021). However,
this is a significant decline in AA value compared to 2019 (803.22 billion USD).
The AA of Western countries and the Asia Pacific is studied exhaustively, while
little attention is paid to the Gulf region. The AA of the United Arab Emirates (UAE)
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is the fastest-growing market, with a 14.8% CAGR from 2020 to 2025, led by Dubai.
By 2025, it is expected to reach 634.4 million USD (Prescient and Strategic Alliance,
2021). The AA experienced the Covid-19 rage in 2020 with a high impact

on sales and employees. Prescient and Strategic Alliance (2021) reported that in
UAE, the annual vehicles sale reduced from 235,000 units (2019) to 158,711 units
(2020). The decline in consumption of light vehicles during the pandemic and the
shutdown of business-to-customer trade counters reduced the revenue, forcing small
and medium enterprises (SMEs) to reduce employees’ costs (Laborda and Moral,
2020). The salesforce in the AA sector also experienced reductions in their monthly
salaries, sales commission and other benefits (Pirzada et al., 2017; O’Donnell and
Marsh, 2022). Fitch (2021) reported that in UAE, the average increase in salary rate
reduced from 4.5% (in 2019) to 3.8% (in 2020). The UAE also experienced an
increase in the unemployment rate from 2.64% (in 2019) to 3.19% (in 2020) (World
Bank, 2022). However, the market condition improved in 2021 as UAE’s AA
witnessed increased revenues. The GDP of UAE, which dropped in 2020 to 359.87
billion USD, increased in 2021 to 402.9 billion USD (World Bank, 2022).
Additionally, in 2021, the worth of AA also increased to 560.51 billion USD, and
the annual vehicle sales in UAE increased by 18.98% (Market Research, UAE,
2022). The improvement in market conditions and UAE’s economic recovery during
2021 was presumed by the AA industry as a recovery from the Covid crises
experienced during 2020 (Andriani et al., 2021; Intelligence, 2021; Khan, 2021;
Laborda and Moral, 2020, 2020; Market Research, UAE, 2022; ReportLinker, 2021).
Hence, based on the industry presumptions, for UAE’s AA, one can assume 2019 as
a pre-Covid period, 2020 as a Covid period and 2021 as a post-Covid period.
According to the Automechanika Dubai 2021 report, the AA is expected to boom
post-Covid 19, especially due to an increase in demand by customers. This can be
attributed to UAE’s 100% residents being vaccinated, Expo 2020 in Dubai, improved
foreign relations with Israel, and relaxed travel regulations in Dubai (GMI Research,
2020; Market Research, UAE, 2022). Furthermore, the government implemented
some fiscal and monetary policies to support SMEs to overcome the economic
impact caused by Covid (Jia Qi, 2022; Supriyanto et al., 2022; Hanif et al., 2022).
Following the role played by remuneration in motivating sales employees to perform
well (Kiister and Canales, 2008; Mallin et al., 2017; Saman, 2020; Fachrudin et al.,
2022), it can be anticipated that during Covid-19 (2020) sales turnover may have
declined as compared to pre-Covid (2019) and as market conditions improved in
2021, the sales turnover and remuneration may also have improved. There is a dearth
of literature on this cause-effect relationship between remuneration and sales
turnover, in the context before Covid (2019), during Covid (2020) and post-Covid
(2021) in Dubai’s AA. Hence, the main purpose of this research paper is to
investigate the impact of the salesforce’s remuneration (salary, commission, and
benefits) on sales turnover in Dubai’s AA and to determine if Covid-19 played any
role in this cause-effect relationship. To study this cause-effect relationship, this
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research has studied the impact of salesforce’s remuneration on sales turnover across
three years — 2019, 2020 and 2021.

Theoretical Model and Hypotheses Development

The global AA sector is amongst the most vulnerable and affected sectors by the
Covid-19 pandemic. During 2020, the lockdowns, work from home and shutdown
of enterprises reduced the usage and maintenance of light-vehicle. Besides, the sales
turnover diminished because of the disruptions in the supply chain, closure of
manufacturing units, low cash flows and poor working capital (Koh, 2021). The
market research has predicted the value of the global AA sector to reach USD 723
billion by 2020, but the actual value attained is USD 392.35 billion (Laborda and
Moral, 2020). This can be attributed to the reduction in annual vehicle sales by 14%,
as consumers’ spending reduced on transportation due to travel restrictions, job
insecurities and less spending on spare parts (Arniati et al., 2019; Satoskar, 2021;
Macongue and Elizabeth, 2022). During peak Covid-19 (second and third quarter of
2020), UAE’s AA observed 75% reductions in revenue because consumers delayed
the periodic maintenance (Satoskar, 20210). In 2020, a peak-Covid period, the
compound annual growth rate of UAE was reported as (-) 6.1%, which improved to
1.2% in 2021 and is expected to reach 2.5% by 2022 (Satoskar, 2021). Despite the
rise in electric vehicles in UAE and the increase in the unemployment rate, in 2021,
the annual vehicle sales increased to 188,844 units as opposed to 158,711 units in
2020. Additionally, the worth of the AA industry increased by 42.8% in 2021. UAE’s
GDP and AA market showed significant recovery, which many considered as a
recovery from losses incurred during Covid (2020) and returning to the state that was
present in 2019. Based on this and the indications in trade publications (Intelligence,
2021; Jia Qi, 2022; Laborda and Moral, 2020; Market Research, UAE, 2022), this
research paper assumed 2019 as pre-Covid, 2020 as Covid and 2021 as post-Covid.
Post-Covid, the UAE’s AA market has shown positive trends in sales influenced by
the 100% vaccination rate, improved foreign relations with Israel, Expo in 2021 and
increased mobility of consumers (Khan, 2021; Astawa et al., 2021). The factors
mentioned in the existing literature are not based on scientific study and do not
indicate if Covid-19 impacted the sales turnover of Dubai’s small and medium AA
enterprises. This leads to the synthesis of the first hypothesis:

Hi: — The Sales turnover has significantly decreased in 2020 and increased in 2021.
Aldoghan et al. (2021) and Daud and Afifah (2021) noted that employee
remuneration is positively correlated to employees’ performance. The remuneration
of the salesforce in SMEs comprises base pay, benefits and pay for results (Atchison
et al., 2019; Chingos, 2002; Kurnia et al., 2020; Dmuchowski and Szmitka, 2022).
The remuneration strategy for the salesforce cannot be the same as other employees
because of differences in the role of the salesforce, supervision and the expectation
of job outcomes (Cichelli, 2003). In the AA sector, the sales role is transactional,
selling off-the-shelf products in volumes with little scope for price negotiation. The
salesperson is required to have knowledge of product and pricing bundled with skills
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such as persistence, negotiation and aggressiveness to achieve the targets. In the AA
sector, the key measures of sales performance are contingent on sales revenue. The
salesforce in the AA sector is driven by an aggressive sales strategy (Cichelli, 2003;
Zhen and Hassan, 2021) and commission is the driving motivator for the salesforce.
Base pay provides income stability, while commission provides extrinsic motivation
to achieve results (Kurnia et al., 2020; Patterson et al., 2020; Sadaa et al., 2022).
Besides, this is standard market practice in the AA sector of UAE. The benefits, such
as medical insurance, holidays and visa costs, are regulated by the UAE government
(Pandya and Rao, 2021); hence, there is little scope for adjustments. During Covid-
19, many researchers (Christos and Bussin, 2019; Pandya and Boukareva, 2022;
Saman, 2020; Songkilawang et al., 2022; Sieracka and Wirkus, 2022) have reported
reductions in remuneration across many industries, including the AA sector. Pandya
and Boukareva (2022) considered such actions a crisis response by the companies.
Researchers highlighted reductions in salesforce compensation in the AA market as
well (O’Donnell and Marsh, 2022; Laborda and Moral, 2020). However, the existing
literature does not indicate if such changes in remuneration have occurred in Dubai’s
AA and if they occurred, which remunerational component is the most affected of
all. Hence, the following hypothesis is set with two sub-hypotheses:

H> - The total remuneration of the salesforce has significantly decreased in 2020
and increased in 2021.

H21 - The base pay of the salesforce has significantly decreased in 2020 and
increased in 2021.

H.2 - The commission of the salesforce has significantly decreased in 2020 and
increased in 2021.

Covid-19 has instigated a reduction in customers’ mobility, periodic maintenance of
vehicles and reduction in parts replacement. According to Khan (2021), during
Covid-19 in GCC, the inquiries for car parts are reduced by 50%, and the revenues
have reduced up to 16%. The decline in consumption of light vehicles during the
pandemic and the shutdown of business-to-customers trade counters has reduced
revenue, forcing SMEs to reduce employees’ costs (Laborda and Moral, 2020). The
salesforce in the AA sector also has experienced reductions in remuneration
(O’Donnell and Marsh, 2022). However, the studies addressing the impact of Covid-
19 on sales do not explain the reverse relationship, the impact of the reduction in
salesforce remuneration on the sales turnover. The literature related to Covid-19
suggests a positive relationship between salesforce remuneration and sales turnover
(Baladraf and Pogo, 2022; Khan, 2021; Kurnia et al., 2020; Satoskar, 2021).
Echchakoui and Ghilal (2019) have posited that adequate salesforce remuneration
yields enhanced sales performance; Cichelli (2003) has noted that sales remuneration
assists in the growth of revenue and profits; and Chingos (2002) used motivation
theories and suggested a direct impact of sales turnover on sales revenue. However,
these studies do not explain if the same relationship exists in Dubai’s AA sector and
whether changes in sales remuneration have affected sales turnover. Hence, the
following hypotheses are developed:
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Hs — The increase in sales remuneration has positively impacted sales turnover.
Hs.1- The increase in base pay has positively impacted sales turnover.

Hs> — The increase in the commission has positively impacted the sales turnover.
Based on the above theoretical discussions, a research model is developed (See
Figure 1) to test the three main hypotheses determining the impact of changes in the
remuneration of the salesforce on sales turnover.

Pre Covid-19
(2019)

= Covid-19 (2020)
= Post Covid-19
(2021)

Base Pay

Salesforce

Benefits .
Remuneration

Commission

Figure 1: Research model determining the impact of salesforce remuneration
on sales turnover

Research Methodology

This is a longitudinal-quantitative nature of the enquiry that stemmed from the
positivism research paradigm. An experimental research design is applied to
determine if Covid-19 has impacted the relationship between remuneration and sales
turnover. The main research questions have investigated if there are any significant
changes in remuneration from 2019 to 2021, in sales turnover from 2019 to 2021 and
if the changes in remuneration (both salary and commission) have impacted the sales
(2019 to 2021). It is assumed that the pre-Covid period is 2019, Covid 19 period is
2020, and the post-Covid is 2021. The primary data were collected for three years
(2019 to 2021) from eighty owners of automotive aftermarket enterprises dealing
with spare parts (small to medium scale) located in the Deira district of Dubai, using
a single-stage convenience sampling method. The Deira district is the hub of AA
enterprises in the UAE, representing the AA sector of the UAE. The online survey
instrument is used to collect data related to sales turnover, number of employees,
number of salesforces, annual salaries of salesforce, an annual commission earned
by the salesforce and any other benefits earned by the salesforce. The content validity
for language, vagueness and flow is tested through a pilot run covering 6 participants.
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The data were collected for each calendar year. The research model was validated
by quantitative analyses using descriptive and interpretive statistical methods,
including mean, standard deviation, ANOVA test (and post hoc test for multiple
comparisons) and correlation analysis. Ethical considerations are followed
throughout the research.

Research Results

A total of eighty SMEs from the Dubai AA sector participated in this research. The
descriptive statistics findings are presented in Table 1, highlighting the mean values
and standard deviation in annual sales turnover, employee remuneration and number
of employees and sales employees. All the sales employees are expatriates, male,
and working as full-time employees on an employment visa. The results indicate that
the number of employees has not changed despite Covid-19, but the sales turnover
and employee payment declined in 2020 and increased again in 2021.

The multiple comparisons, two-tailed ANOVA test is used to test H; and H;
determining if there is a significant difference between the means of sales turnover,
total remuneration, base pay, and commission within three years, 2019 to 2021.
Besides, correlation analysis is used to test Hs to determine if remuneration
significantly impacts sales turnover between 2019, 2020 and 2021.

Table 1. Participants’ Profile

Std. Std.
Year Mean deviation Year | Mean deviation
2019 | 7,856,313 | 3,317,035 2019 6 4
Annual Sales Number of
Turnover 2020 | 6,634,221 | 2,778,298 | 2020 6 3
(in AED) employees
2021 | 7,811,766 | 3,209,620 2021 6 3
Total annual 2019 | 425,155 57,431 2019 3 1
employee Number of
SR 2020 | 314,243 53,222 Sales 2020 3 1
remuneration (in employees
AED) 2021 | 354,383 70,310 2021 3 1
Table 2. Results from the ANOVA test and post hoc test
Results from ANOVA-test Results from post hoc test
. P(T<=t) Sales Total .
F P-value | Ferit | o tail | Tumover | remuneration | COMMission
Sales Turnover 3.9721 0.0201 3.0339 | 2019-20 | 0.01255 0.00406 0.00082
Total . 3.9073 0.0214 3.0339 | 2020-21 | 0.93132 0.22228 0.00540
remuneration
Base Pay 2.6069 0.0759 3.0339 | 2019-21 | 0.01417 0.13685 0.88001
Commission 45483 0.0115 3.0339

Note: o value = 0.05
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Hi — The Sales turnover has significantly decreased in 2020 and increased in 2021.
The results from Table 1 indicate that the aggregate annual turnover of all
participants declined by 16% in 2020, the peak Covid-19 period. In 2021, the
correction in annual turnover was reported, though it had not reached the turnover
value of 2019. The results from Table 2 show the p-value of 0.0201, supporting the
hypothesis that Covid-19 has significantly impacted the sales turnover of all the
participants.

H: - The total remuneration of the salesforce has significantly decreased in 2020
and increased in 2021.

Hz1 - The base pay of the salesforce has significantly decreased in 2020 and
increased in 2021.

Hz2 — The commission of the salesforce has significantly decreased in 2020 and
increased in 2021.

The data in Table 1 suggest that the total remuneration of the salesforce declined by
26% in 2020 compared to 2019, which increased by 10% in 2021. The changes in
remuneration are mainly due to changes in commissions paid to the salesforce. In
2020, the commission decreased by 25%, which later increased by 18% in 2021. The
changes in base salary were moderate, with a reduction of 13% in 2020 and further
reduced by 15% in 2021 compared to 2019. The base salary has continued to decline
post-Covid while the commission has increased post-Covid. There are no changes in
the benefits due to government regulations. Hence, the benefits component is
excluded from further analysis. The results from Table 2 indicate that there is a
significant difference in the mean remuneration of the salesforce within the group
and between groups (p = 0.021). In the multiple comparison test between 2019 and
2021, no significant difference in the mean of total remuneration is found. Further,
there is no significant difference in the salary (p = 0.075) and therefore post hoc test
is not performed. There is a significant difference in commission within the group
and between the groups (p = 0.011). These results support H.and Hz > while rejecting
H2.1.

Hs — The increase in sales remuneration has positively impacted sales turnover.
Hs.1- The increase in base pay has positively impacted sales turnover.

Hs.2 — The increase in the commission has positively impacted the sales turnover.

Table 3. Correlation between remuneration and sales turnover

Sales Turnover
Correlation
2019 2020 2021
Base pay 0.490011 0.490011 0.490011
Commission 0.745962 0.500393 0.819532
Total Remuneration 0.531009 0.525779 0.517679
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The results from Table 2 show a moderate uphill positive relationship between sales
and base pay for all three years (0.49). The mean correlation between sales and
commission for three years is 0.69, indicating a strong uphill positive linear
relationship. In 2020, this relationship was at a moderate level (0.50). Similarly, there
is a moderate uphill positive relationship between sales and total remuneration
(0.52), indicating that remuneration and sales are positively related. The results
support Hs in full. Furthermore, there is a positive relationship between sales and
remuneration in all three years, but as 2020 is marked as the peak Covid-19 period,
a moderate relationship is detected between commission and sales. But in 2021, the
changes in the salary have not brought a positive result to sales turnover, but the
commission did, emerging as the main component impacting the sales turnover. The
statistical analysis and interpretive analysis highlighted that the reduction in
remuneration during Covid-19 has negatively impacted the sales turnover in Dubai’s
Automotive Aftermarket. Figure 2 presents the summarised results.
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Figure 2: Results depicting the impact of salesforce remuneration on sales turnover

Discussion

The results highlight the cause-effect relationship between salesforce remuneration
and the sales turnover in Dubai’s AA sector, which specializes in selling spare parts
for light vehicles. The decline in sales turnover in 2020 in Dubai’s AA is attributed
to less consumption of vehicles during lockdowns, customers delaying regular
maintenance because of financial instability and fear of Covid-contractions, and
forced shutdown of the business enterprises to control Covid-19 cases (Satoskar,
2021). Additionally, the international boundaries were sealed, causing delays or
cancellations in the dispatch of products from the supplier (Grand View Research,
2022), causing shortages in stocks. In such circumstances, the AA sector, despite
having limited demand, could not fulfil the customer’s requirements. Some SMEs
with technological infrastructure resorted to online sales. Eventually, consumers
started preferring online shopping for spare parts and contactless delivery (Laborda
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and Moral, 2020) to avoid Covid-19 infections. The post-Covid period witnessed an
increase in sales turnover, but the value did not reach par (or over) compared with
the turnover of 2019. Besides the change in consumer behaviour towards online
shopping, the availability of hybrid and electric cars has also led to lower
maintenance demand, reducing sales turnover (Satoskar, 2021).

It is common knowledge that during economic crises or pandemics, organizations
make efforts to sustain the business and reduce costs, including remuneration of their
employees and laying off the less critical positions (Rudyanto, and Pirzada, 2021;
Pandya and Boukareva, 2022). The results from this study indicate that the sales job
is a critical position; hence, Dubai’s AA sector reduced the remuneration instead of
laying off the salesforce. A reduction in both commission and base pay is reported
during 2020. One may presume that SMEs will restore salesforce's base pay post-
Covid, but Dubai’s AA continued to reduce it in 2021. However, the salesforce
commission has improved post-Covid, suggesting the AA sector is focusing more on
paying for results (Chingos, 2002; Saman, 2020). The results have established that
the remuneration of the salesforce has a positive relationship with the sales turnover,
but this relationship is moderate at times of crises, such as Covid-19. Moreover, the
sales commission is the key driver in increasing sales turnover post-Covid.
Managerial Implications

The findings from this research added a new piece of knowledge that the increase in
sales commission is the key component to increasing sales turnover, especially when
SMEs attempt to recover from crises. Further, SMEs will benefit from knowing the
component of remuneration that drives employees’ performance and design
remuneration strategies accordingly. The flexible components, such as commission,
can be integrated into the total remuneration as it provides leverage to SMEs to limit
the fixed costs trapped in the form of base pay. This will be of interest to labour
market economists to observe the trends in base pay and flexible pay during and post
crises. The SMEs can further classify the benefits into two categories — government-
regulated and flexible benefits. This study noted that the government-regulated
benefits did not change during Covid-19 and hence had no impact on the sales
turnover.

Conclusion

This longitudinal empirical study aimed to determine the impact of remuneration on
sales in Dubai’s AA sector and to investigate the role of Covid-19 in this relationship.
Considering 2020 as the peak Covid period, this research concluded that before
Covid (2020) and post-Covid (2021), the remuneration of the salesforce had a
significant positive impact on the sales turnover of the company. However, during
Covid (2020), the reduction in sales commission had a mild impact on sales turnover
compared to 2019 and 2021. The study also concluded that post-covid, when the
commission rate increased, companies experienced an increase in respective sales
turnover. This suggests that during global crises, such as pandemics or economic
crises, companies may leverage a reduction in performance-based pay to manage
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employees' costs as it does not have a high impact on sales. Furthermore, companies
are advised to perform due diligence before reducing the fixed monthly salary and
benefits such as medical insurance, visa costs and travel allowance. This research
obliviated the factors that impact sales turnover in the AA sector, including pricing
of goods, cost of goods sold, tariffs and taxes, fixed costs and macroeconomic
factors. Nonetheless, this study will be of value to human resources scholars and
practitioners, economists, leaders of the automotive industry and people interested
in promoting sales during crises.
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WPLYW WYNAGRODZEN NA OBROTY ZE SPRZEDAZY NA
SAMOCHODOWYM RYNKU WTORNYM W DUBAJU:
PRZED I W TRAKCIE COVID

Streszczenie: Sektor Global Automotive Aftermarket zostat wyceniony na 392,5 mld USD
w 2020 r. i przewidyje sie, ze do 2028 r. przekroczy 525 mld USD. Samochodowy rynek
wtorny Zjednoczonych Emiratow Arabskich, na czele z Dubajem, jest najszybciej
rozwijajacym si¢ rynkiem, ktory wedtug przewidywan miat osiggnaé 634,4 min USD. Jednak
pandemia Covid-19 zmniejszyta tempo wzrostu i rentowno$¢ sektora, zmuszajac mate
i srednie przedsigbiorstwa do ograniczania kosztow, w tym wynagrodzen pracownikow.
Niniejszy artykut empiryczny ma na celu analiz¢ wplywu zmian wynagrodzen sprzedawcow
na obroty ze sprzedazy oraz roli Covid-19 w oddzialywaniu na ten zwigzek przyczynowy.
Dane sprzed Covid (2019) i podczas Covid (2020-21) zostaly zebrane od 80 przedsigbiorstw
motoryzacyjnego rynku wtérnego w Dubaju przy uzyciu jednoetapowej metody dogodnego
doboru proby. Analiza korelacji i test ANOV A podkreslajg istotng roznice w prowizjach od
sprzedazy w grupie i pomiedzy grupami spowodowang przez Covid-19. Wyniki wskazuja,
jak obnizenie wynagrodzen, zwtaszcza prowizji od sprzedazy, w okresie kryzysu znacznie
zmniejszylo obroty ze sprzedazy w przedsiebiorstwach zajmujacych si¢ motoryzacyjnym
rynkiem wtérnym. W badaniu zaproponowano wytyczne i wskazowki, ktére liderzy
biznesowi i specjalisci ds. zasobow ludzkich moga wdrozy¢, aby ozywic obroty ze sprzedazy
po Covid-19 i radzi¢ sobie z takimi kryzysami w przysztosci.

Stowa kluczowe: Wynagrodzenie, Obroty, Motoryzacyjny rynek wtorny, Prowizja,
Wynagrodzenie, Wynagrodzenie, Covid.
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