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2017 Gross Profitability Relativity 

Table 2 demonstrates the Gross Profitability Relativity. Agency Profitability is defined as the 

combination of Gross Profit and compensation to the owners. In many agencies the owners are 

also producers, so we historically ask for Owners and Producers compensation together to define 

the total compensation taken by the agency owners. That, combined with Pre-Tax Profit, defines 

the agency’s Gross Profitability Relativity which can be tracked from year-to-year. 

 If you would like to track your own agency Gross Profitability, take all forms of compensation 

to owners, any additional benefits to owners that are not given to all other employees, and pre-

tax profit. Then build a history of those amounts as a percentage of Revenue. Revenue is defined 

as Gross Revenue net of commissions paid to brokers who place business that they own through 

the agency and for which the agency responds with a percentage of the commission to those 

brokers. Compare these percentages over time and determine if they are growing, steady or 

declining as a return to the owners for the agency’s income. 
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2017 Productivity Factors Explanation 

INSURANCE AGENCY – PRODUCTIVITY FACTORS 

Many agents have chosen to measure their productivity in terms of Revenue per Employee 

assuming that growth in that measure alone is a valid indicator of productivity 

advances.  Agency Consulting Group, Inc. uses three integral measures of productivity and 

suggests that insurance agencies measure productivity similarly. 

  

1. Revenue Per Employee – measures productivity based on agency Net Revenue after 

paying brokers for non-owned business placed through the agency and number of 

employees. This would be valid as a point of comparison if premiums and commissions 

were the same across the country and if employees were generally paid at the same 

rate. Unfortunately, none of these assumptions are true.  Premiums vary by region and 

population concentration. Commission rates, that used to be fairly standard, are now 

showing signs of flexibility based on the profitability of a region.  And we all know that 

the cost of employees varies tremendously between the urban areas and rural areas. So, 

while Revenue per Employee may be a valid gauge of specific agency performance, it 

should not be used as a raw comparative calculator against a peer group. 

2. Compensation per Employee – measures the changes in cost of living, personnel 

compression issues, and availability of skilled labor. Besides the efficiencies being 

generated by automation and automated marketing, compensation is the largest and most 

stable growing cost of an agency. 

3. Spread – is the difference between Revenue Per Employee and Compensation per 

Employee. Spread measures the non-compensation expense dollars available to an 

agency to spend on overhead and profit. Spread is the best general measure of 

productivity since agencies must pay for employees and only have control over their 

overhead costs to generate profits. 

  

Revenue Per Employee is a good gauge of year-to-year productivity gains in a specific agency. 

Compensation per Employee must be measured against revenue per employee to measure 

whether the agency is gaining ground, just supporting increased personnel costs, or losing 

ground in the race for fair profits. Spread is the best gauge of your agency’s performance versus 

that of your peer groups. Consider maintaining these three measures every year to properly 

measure your agency’s progress. 
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Definition of terms 

Commission Expenses: Commissions or overrides paid to producers not employed by the 

agency  

Outside Services: Includes contract labor, motor vehicle reports, inspections 

Cost of Employment: Included in this category are those items normally considered benefits 

(group programs). Also included in this category are payroll taxes and contributions to pension 

plan (Note: Education expenses, previously included in this category have now been assigned a 

separate line in the operating expenses)  

Education: Includes training and seminars 

# Employees: Use average # of employees per year 

Occupancy: Rent and utilities and all building & ground maintenance  

Revenue Per Employee: Divide total net revenue by the number of employees 

Professional Fees: Legal, accounting, consulting  

Compensation Per: Divide total compensation by average number of employees 

Spread: The difference between revenue per employee and compensation per employee  
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How to Benchmark Your Agency 

Benchmark Your Agency ONLINE in 5 Easy Steps 

This issue allows you to compare your agency to the Composite group data collected over the 

past 12 months. But it is faster, easier, and FREE to participate in benchmarking online.  

Here are the simple steps to participate in Benchmarking your agency online: 

You will need your current year and prior year Operating Statement and Balance Sheet 

Open your web browser and visit www.agencyconsulting.com 

Using the BENCHMARKING tab in the dark gray shaded area, click the “Benchmark Your 

Agency” button  

 

Fill in the Benchmarking Worksheet. This information is confidential and secure (Refer to the 

first paragraph on page 1. 

If you choose, you can receive a side by side comparison of your agency to the specific 

composite group for the data you entered. This service can ONLY be offered at the time you 

enter your information as even Agency Consulting Group, Inc. cannot identify your agency 

information after you complete the process. This optional service has a nominal fee of only $30. 

If you do not choose this service, you pay nothing! 

By entering your data online, you receive the benefit of access to the LIVE database for a full 

year. You can see the trends in the insurance agency industry as they happen!!!  
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