
 

PIPELINE 
TAXING IDEAS 

So, You Filed for a PPP Loan? What's Next? 

 

          All of us have heard that small business owners can apply for an SBA loan and 

not have to pay it back. Those words sound wonderful! But we all also know there has 

to be a catch. And - there is. The rules to follow to be able to actually not pay back the 

loan are complicated and confusing. This article will attempt to provide the best ideas 

to comply with those rules. 

  

          The very first piece of advice Agency Consulting Group would give is to OPEN 

A SEPARATE BANK ACCOUNT TO BE ABLE TO TRACE THE USE OF THE 

LOAN PROCEEDS!!! Is this a requirement by law? Absolutely not. However, the 

banks will ask you to trace how the money was spent. Any part not used for appropriate 

expenses will not be forgiven.   

  

          A 'word to the wise' from some very astute tax professionals - the banks that lend 

you this money and the IRS tend to use the theory of "deemed order of expense" if you 

don't have a separate bank account from which to spend the forgiven grant money. This 

means that when you pay your regular expenses after receiving this loan/grant money, 

they will assume that you used your latest funds (the loan/grant money) to pay your 

expenses since that money was received most recently. For example, you put your loan 

money into your regular operating account and then pay your bill for your monthly 

advertising, the office supply company and your outside cleaning company. None of 

those expenses are permitted for the PPP loans and would therefore not be forgiven.   

  

          You need to know that there is an interest expense to this loan. It's a very 

affordable 1%. We would expect that this will have to be paid and will not be part of 

the loan forgiveness. The loan itself does not have to start being repaid for six months. 

The interest will accrue from the time you get the loan monies. For any amount not 

forgiven, the loan must be paid in full in two years. 

  

          The name of this program is the "Paycheck Protection Program." Obviously, this 

defines the purpose of the loan to be paying payroll costs. You may ask, "What's 

included in payroll?" The law defines payroll as salary, wages, commissions or tips. 

But, there is a limit of $100,000 gross salary per employee. If your employee earns 

more than that (annualize their payroll!!), you cannot fully pay them from the loan 

proceeds. You will need to use your regular operating funds to make up the difference. 

  



          What else can you use the money for? Employee benefits such as group health 

care insurance or retirement plans are allowed. State and local taxes such as 

unemployment tax are allowed. The taxes withheld from your employees' paychecks 

are allowed. BUT - BE CAREFUL! Your employer portion of the federal payroll taxes 

are not allowed. This means the FICA or FUTA you, the employer, must match and 

pay must be paid from general operating funds, not loan proceeds. Yes, there is another 

program that allows you to defer your FICA tax payments but you can only use this 

option for taxes incurred before your loan forgiveness is awarded. 

  

          You may use some of the loan proceeds for non-payroll expenses such as 

mortgage interest, rent or utilities but again there are rules. You may not use more than 

25% of your loan for these expenses.   The other 75% must be payroll. If you do not 

use your full loan proceeds, you must still keep the 75/25% ratio on the part you do 

use. Please note that the principal portion of your mortgage payment is not included in 

the allowable uses, only the interest. 

  

          Your loan will also not be forgiven if you do not maintain your levels of staff 

and payroll expense. When you applied for the loan, you reported how many full-time 

employees you had. You cannot reduce your full time staff below that number. You 

also cannot reduce your employee's salary more than 25% of what they earned when 

you applied for the loan. And you must restore your full-time employment and salary 

levels by June 30, 2020. 

  

          The loan forgiveness is not automatic. You must request the forgiveness from 

your lender who is servicing your loan. The request must include documentation 

reflecting the use of the funds and certify that you used the forgiveness amount 

requested to keep employees and make eligible mortgage interest, rent and utility 

payments. The lender will have 60 days to respond to your request. 

  

          You can find this information in a very nice fact sheet by clicking this link.  

If you have questions, you may call our office (856-779-2430) and ask for our taxpro, 

Sherry Diamond, EA, but specific questions may be better answered by your own 

accountant and taxpro who would know your individual circumstances. 

 
 

 

 

LEST WE FORGET! 
  

Edmund Burke, the 18th Century statesman, said "Those who don't know history are 

doomed to repeat it." But he certainly wasn't the first, last or only person to state that 

fact. George Santayana, who died in 1952, said virtually the same thing.   

  

This common-sense statement applies to our businesses, to politics, and to life. 
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In these turbulent political times during which we not only don't appear to learn 

from history, but decry our founding fathers for their human frailties and 

weaknesses instead of concentrating on the wisdom they passed down to us, I would 

like to dedicate a small part of every issue of the PIPELINE to some truths that were 

penned at the time of the founding of the United States.   

  

Whether saint or sinner, these men created a new form of government in the world 

that continues to surpass all other forms of government. Can we look beyond their 

frailties and concentrate on what they accomplished? 
 

 

 

 

COMPENSATING OWNERS IN A CHANGING 

ENVIRONMENT 
  
  
          For a number of years, we have encountered a growing number of agents who 

are having a difficult time with their personal income because revenues are down or 

because their contingency income is lower than it was previously. They used every 

dollar not expended in expenses to pay themselves and all of the contingency dollars 

were used for their benefit - or, worse yet, for operating expenses. Now they are facing 

fiscal crises that require a change of attitude - or a change in agency ownership. We 

have a solution for ownership compensation that will save the agency for the current 

owners and stabilize their ability to grow their compensation without straining the 

agency. 
  
          We visit many agencies every year in which the owners pretty much take all of 

the net income after expenses as their compensation. They take some as a salary or 

draw, some in benefits and perks, some as a bonus and any balance as a distribution at 

the end of the year. These are called 'Mom & Pop Shops,' many small but some 

surprisingly large, in which the agency is primarily the means for the agency owners to 

make a living for themselves and their families. Agency owners scrimp and save on 

agency spending and are fiscally conservative in order to maximize their compensation 

every year.  
  
          When you don't give raises in concert with performance and don't invest in 

growth opportunities and young staff who will permit you to grow your agency, the 

short-term benefits of maximum compensation are offset by less growth and lower 

value at retirement. There is nothing wrong with earning as much as possible and tens 

of thousands of agencies operate like this throughout the U.S. However, those 

'journeymen' agents are not as much building a growing asset as they are making a 

strong living. And they expecting a residual value in their agencies when they retire as 

the result of opportunity value to the next owners.  
  
          We also visit many agencies that operate as professional businesses. The agency 

owners recognize that the 'pot of gold at the end of the rainbow' has less to do with 
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maximizing personal income each year than it has to do with building a valued asset 

that will be perpetuated internally to family or staff, or externally through sale or 

merger. That valued asset will sponsor all or part of the owners' retirements and estates. 

To the degree that the asset is built on a strong foundation, the annual financial needs 

of the owners as well as the long-term goals of maximizing their agency value are both 

met. 'Mom & Pop Shops' also maintain a value, but, since they do not sponsor the kind 

of growth and profitability that maximizes agency value, their benefit is often less than 

the owners of these agencies have expected. 
  
          The difference is that in the professional agency, all employees, including 

owners, achieve their compensation based on the value of their jobs and on their 

performance in those roles. All legitimate business expenses are paid. Profits are 

dropped to the bottom line and, while some may be distributed each year, a part of the 

profit is designated as the funding for the growth of the business. A part of profit is 

reserved within their Strategic and Tactical Plans to fund new employees, marketing 

and operational programs and acquisitions. Any excess profits are distributed in 

accordance with ownership percentage. 
  
          'Mom & Pop Shops' also acquire, but they must borrow money from their 

owners, the banks or from the sellers to accomplish acquisitions. This requires 

payments in principal and interest and further binds the 'Mom & Pop Shop' to their 

status. 'Mom & Pop Shop' owners are anguished by any potential of spending money 

on planning, new producers and employees, marketing efforts or other costly growth-

oriented expenditures since they perceive those costs coming directly out of their 

pockets. 
  
          What's right or wrong about how you pay yourselves really depends on your 

financial condition, your short-term goals and whether or not you're concerned with 

turning the value of your agency into a retirement benefit or a part of your estate value. 

Many agents find a point in their lives - such as when they become 'empty-nesters' - at 

which they find that they are finally making "enough" money to support themselves 

and can now invest in the future. It is easy to do so once that point is reached. The true 

entrepreneurs are the ones who only 'eat what they kill,' meaning they only take home 

what they "earn" in their roles and through their productivity and individual success. 
  
          Many agents know that Agency Consulting Group, Inc. performs many hundred 

agency valuations each year and has done so for over 30 years for all value purposes 

(annual stock valuations, estate plans, ESOPs, buy-ins and buy-outs, mergers, 

acquisitions and divestitures, partner and marriage split-ups, etc). We have always been 

curious how similar agencies differ in value by large amounts. Most knowledgeable 

agents understand that agencies are not valued based on a set "multiple" of anything. 

We, and most other agency valuers, value your agency based on its future earnings 

potential to the entity for which the valuation is being conducted. That future earnings 

potential defines how much the sponsor of the valuation can earn from the business 

over a reasonable period of time. Why would anyone buy any business for more than it 



will generate in earnings over a reasonable period of time? It's up to the specific 

valuation sponsor to determine what is reasonable for him. 
  
          So, the trending of an agency in both growth and profitability is important when 

creating an asset value that will be returned to a retiring owner or to the estate of a 

disabled or departed owner. That trending is based on historical performance. If you 

choose to use some of your profits each year to sponsor growth (of revenues, 

geography, book of business, skilled employees, producers), you will, of course, grow 

faster than someone who maximizes his income each year but does not invest in 

growth.  
  
          So back to compensating owners, if the owners use agency funds to continuously 

sponsor growth and innovation, their businesses will grow faster and the profit margins 

tend to be higher, as a result. The owners still earn their keep, but do so based on their 

own performance in individual roles such as a producer or account executive, as well as 

in their management roles. Their guide is to pay themselves exactly what they would 

pay someone else who did that particular job or set of jobs and performed at the level 

that the owner performs. 
  
          One of the reasons to view your compensation and evaluation like this is in the 

event of an injury, disability or your sudden death. A replacement would have to be 

sought and your business continuity depends on a fair compensation for that role that 

does not impede your agency's performance in your absence. Another, more positive, 

way of looking at this issue is in the event of your winning the lottery or coming into a 

lot of money in other ways. You may not be doing what you did in the agency after a 

sudden financial success, but most of us have enough business sense to not 'give away' 

a valued asset. We may hire someone to replace us and the amount of compensation for 

that role should be relatively equivalent to that which we paid ourselves for the same 

functions. 
  
          We're not trying to fool ourselves or anyone else. We find that the agencies who 

pay their owners based on the owners' performance in their jobs instead of paying for 

"ownership entitlement" enjoy much better relationships between owners and 

employees, between owners and clients and among the owners, themselves. Everyone 

has a sense of self-worth instead of welfare-like entitlement. Since the owners know 

that they work for a living, any profit or asset distribution is taken as a bonus for 

success ONLY WHEN THE MONEY ISN'T NEEDED TO SPONSOR THE 

FURTHER GROWTH OF THE AGENCY. And the strange thing is that the owners of 

professional businesses generally get paid more than the owners of the 'Mom & Pop 

Shops' anyway because their own and their agencies' performance is driven higher by 

their investment of time, energy and agency profits. 
  
          Agency Consulting Group, Inc.'s Incentive Compensation Program - ICP is a 

way of paying ALL employees based on increased productivity and achievement of 

growth and profit goals instead of for longevity. It works marvelously for anyone from 

receptionist to agency owners. The recommendation for compensating owners based on 



performance can be carved out of the ICP or is a natural part of it. Call Al Diamond at 

(800) 779-2430 for more information and to discuss your particular situation. 
 

 

 

 
 

 

 

CUSTOMER RETENTION AND LONGEVITY - 

THE KEY TO AGENCY SUCCESS 
  

          Keep your clients longer and you will both make more money in your agency 

and will enhance its value. 

  

"How do you know?" 

  

          Agency value increases with the longevity of its clients as well as with the 

growth of the client base. Considering the ebb and flow of hard and soft markets within 

our industry, client growth and retention is even more important to agency value and 

stability than revenue growth in any short term view because of the vagaries of hard 

and soft markets. If you keep your clients, the affects of any soft market will turn in 

your favor as market conditions change (as they have always done over time). Even if 

you face the revenue shrinkage of a soft market, there is no reason to panic as long as 

your client retention remains high. 

  

"But how does that make you more money?" 

  

          An agency does not live on its revenue; it lives on its revenue less expenses. One 

of the major "hidden" expenses in an agency is the cost of losing customers and having 

to replace them before growth can occur. Both the processing and service costs 

associated with losing clients as well as marketing and acquisition costs associated with 

replacing lost clients with new ones just to bring the agency to parity come right out of 

earnings potential. And on-going expenses don't generally decrease when you lose a 

customer. That means that lost customers translate to lost earnings for the agency 

owners. 

  

          Conversely, if you retain more customers while continuing to grow your agency, 

more money drops to the bottom line. Until the tipping point is reached in the number 

of client transactions each year that a service or admin employee can handle, there are 

no increased costs to maintaining clients. You are already expensing the dollars to 

manage those customers. If you didn't cross-sell additional products at all, if the clients 

didn't refer you to new clients at all and if you didn't write any new business, but 

maintained all of your pre-existing customers, the result would be that you would make 

the same amount of money. But, in fact, existing customers (with whom you have 

established a positive and on-going relationship) will refer other customers to you. And 

strong relationship agencies help their existing clients protect more of their assets as 
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time progresses. This translates into greater revenues generated from your existing 

clients. Even without the 'punch' of new customers from other marketing sources, the 

effect of your current customers will add net income to the agency every year. 

  

"Why is retention important to agency value?" 

  

          The reason retention and longevity increases agency value, is because value is 

determined by projected "future" earnings, not by historical performance. Historical 

performance is important as an indicator of future performance. If the principal 

conditions in an agency that caused its past growth and profitability has changed, the 

prudent valuer will discount historical trends in the projections of future earnings 

potential.   

  

          In terms of retention, it makes common sense that if one agency's clients stay 

with the agency for much longer than the clients of a second agency, even if those 

agencies are of similar size and have been growing relatively similarly that the first 

agency will be worth more than the second. 

  

          Many agents considering acquisition or projecting their own value look primarily 

to growth in revenues and profits as primary measures of value. But if growth is caused 

by extraordinary generation of new business because of poor retention that growth is 

more expensive than growth that combines strong retention with new client growth. We 

know this inherently since the value of non-standard agencies whose markers of value 

have always been poor retention and high cost growth have always been lower, by far 

than the value of standard agencies. Growth in successful non-standard agencies is 

sponsored by excellent advertising and marketing, but few have been able to solve the 

retention problem caused by the transience of its client base. If they did, their values 

would skyrocket. 

  

"O.K, let's assume retention is important. How do we measure 

it?" 

  

          The measurement of retention of clients is relatively easy if you can identify two 

types of clients in your system, new clients to the agency and "lost" clients (whose last 

policies with the agency have expired). The standard measurement of retention is: 

(Total YTD - New)/Prior YTD Total. A second form of measurement is even more 

important because it identifies the changing agency retention trend on an annual basis. 

This measurement is (Total Rolling 12 Month - New in the Rolling 12 Month)/ 

Prior Rolling 12 Month Total.  

"Is there any other measurement that we can perform that tells us if we're getting better 

or worse in customer retention?" 

  

          One of the measurements that most agencies don't perform on themselves 

involve the average lifetime of clients. Two things should be measured, the average 

lifetime of active clients and the average lifetime of "dead" clients. The goal is to 



increase the average lifetime of each category of clients. The reason is that the average 

lifetime of current clients are indicators of the future lifetime of those clients. 

  

          This categorization can't be applied to any individual client, but it, nevertheless, 

applies to books of business. Indications are that once a lifetime average is determined 

for an agency, the future lives of clients within the agency will double the average 

agency lifetime to date. While this doesn't apply to individual clients, it is a good gauge 

of future value of the book of business represented all of the clients currently active in 

the agency. The clients in a book of business with an average lifetime of 12 years are 

expected to remain clients with the agency for a longer time on average going forward 

than the clients in a book of business with an average lifetime of six years. What you 

need to do is identify the average lifetime of clients in both categories every year. The 

increasing trend of average client lifetimes (both active and dead) will be considered by 

any valuer (or potential acquirer) as an increased factor for the value of the agency. As 

a sideline, you will also find your agency's profit margin is much higher than that of the 

average agency of your size.   

  

"How can we measure "lifetimes" of clients, either active or 

dead?" 

  

          This measurement is quite simple if your agency management system is fed the 

original inception date of all policies (which most are). A listing by client and policy of 

original inception dates will tell you the lifetime (to date) of each policy and each client 

from that inception date through the current policy year. Average that calculation for 

all clients (using their oldest policy as the original inception date) will give you your 

average lifetime. Doing so for "dead clients" will provide you the same data on clients 

you no longer have.   

  

"How long are clients expected to live?" 

  

          All indications are that future lifetime expectations are directly related to 

historical lifetime of active clients. It is fair to estimate that as your average historical 

lifetime increases for the book of business that clients will live again as long has the 

average to date. While this can never be proven empirically (since future lifetimes are 

always in the future), we have two markers that can be used for empirical measurement 

purposes. 

1. Average lifetime of current customers - We know that this is accurate. So if a 

producer leaves and absconds with any part of the book of business, you can 

certainly lay claim to a projected average future lifetime for each lost client at 

least as long as the current average lifetime of existing clients. This number is 

factual for your agency, not a point of conjecture. 

2. Average lifetime of "dead" customers - This provides the minimum lifetime 

expectation of current customers because it is, in fact, empirical data that applies 



to your agency in your circumstances, not to general industry averages that takes 

all areas, all economies and all agency situations in account.  

"What's AVERAGE retention and what causes client loss?" 

  

          Historically, agencies will lose up to 5% of customers annually through 

circumstances outside of the control of the agencies (death, retirement, geographic 

moves, mergers and sale of businesses, etc). Customer losses beyond 5% are often as 

the result of controllable issues, primarily pricing and lack of strong relationships and 

service levels.         

  

            If you are a "maintenance" agency you will have lower retention and lower 

average client lifetimes than if you are proactively servicing and maintaining 

relationships with your clients. Pricing, the greatest "reason" for client movement is, in 

actuality, a combination of lack of relationship management and a lack of service. If 

the client considers your agency valuable, they tend to stay with you, even though your 

price may not be the lowest. This is demonstrated by the fact that agencies tend to 

maintain most of their clients and books of business even when they do not have the 

lowest prices in the market. 

  

          If you've shown the client that you are proactive in the analysis of his insurance 

program including marketing for coverage and price, he will be less likely to shop 

himself. If he considers you the professional who is taking care of him instead of the 

receptacle of his insurance policies until he can find himself a better deal, he will stay 

with you for a long time. Survey after survey finds insurance buyers 'crying' for 

professionals who can actively manage their insurance program. Many consumers feel 

that we "sell" them insurance then pay no further attention to them. 

  

          To the degree that this concept is correct, we will continue to lose clients to the 

direct writers whose "mantra" is to 'cut out the middle man and save money.' We are 

that "middle man" and if all insurance is alike and the only consideration is price, 

everyone would change their insurance every year to the lowest price product available. 

We know this isn't done. Why? Because inertia is powerful when pricing doesn't 

change much or when there is no other reason to leave or there exists another reason to 

stay with the current provider. 

  

"O.K, you've told us how to measure our retention and average 

lifetimes of existing and dead customers, but how do we make 

those numbers grow?" 

  

          That answer is also simple in concept and difficult in execution - PAY 

ATTENTION TO EVERY CUSTOMER! No, of course, you can't take every personal 

auto insurance customer out to dinner and personally coach them on their insurance 

program like you might do with major commercial customers, but every customer 

deserves the value for his commission dollar. Relationships are always personal but not 



always with the agency owner or a producer. Every service staff member should be a 

'relationship manager', responsible for contacting the clients they service several times 

each year. That contact may be a visit. But, more likely for lower commission income 

customers, that contact will be by phone or begun by mail or e-mail.    

  

          Use your system's note-taking capability for the employee responsive to the 

client to enter what occurred at each contact in order to permit you or any other 

producer or employee the ability to see what has transpired with any account. If you 

lose customers you will be able to see the track of their relationship to determine if the 

loss was preventable or out of your control. Pay attention to every controllable loss and 

plug the gaps in your system. Don't be concerned with uncontrollable losses. They are a 

part of life and you can't be concerned with situations that you could not have 

influenced. 

  

"How do we know if our efforts are working?" 

          Begin by communicating with your employees regarding retention and lost 

customers. Maintain a list of lost clients, share them with your employees and require 

them to identify the reasons for every loss. If they don't know or try to give you generic 

answers like "they found insurance cheaper elsewhere," demand a deeper response. 

Most of your customers don't go shopping independently. They were either displeased 

with the price of a product and had no interaction with the agency or weren't aware of 

the actions that your staff took to manage their account. 

          You should have occasional meetings (no less frequent than monthly) in which a 

part of the agenda is explaining lost accounts to your (the owner's) satisfaction. 

          Like most things in our lives, paying attention to an issue diminishes that issue as 

a problem. 

          If you concentrate on your customers and measure retention and average lifetime 

of active and dead clients, you will find your retention growing toward the 95% level 

and above, the timeline of average lifetimes of both live and dead customers growing, 

more earnings to you, as owners, and to the agencies and a generally higher agency 

value when it comes time to perpetuate your business. 
 

 
 

  
 

  CAN WE SELL BUGGY WHIPS IN 2010?? 

MARKETING THE MEANING 
  

  
        IF WE DON'T HEED THE MISTAKES OF THE BUGGY WHIP 

MANUFACTURERS OF THE EARLY 20TH CENTURY, WE ARE 

DOOMED TO REPLICATE THEM IN THE 21ST CENTURY. 
  

          Theodore Levitt was a man much smarter than me. He was a legendary 

marketing scholar and Professor Emeritus at the Harvard Business School who passed 
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in 2006. In his keystone article in the Journal of Business Ethics in 1999 titled 

Marketing Myopia, he successfully criticized THE John Kenneth Galbraith's view of 

advertising as the creation of artificial "want." 

  

          A decade later, even this insightful view appears flawed and we realize that 

while Mr. Levitt could point out the weakness of traditional marketing he only 

responded by advocating an even more sophisticated form of selling. He avoided the 

really hard problem of marketing the MEANING BEHIND THE MARKETING. And 

this failure affects us as insurance agents as much as the failures of buggy whip 

manufacturers at the beginning of the 20th Century. 

  

THEY COULD HAVE CHANGED AND SUCCEEDED 

  

          Buggy whip manufacturers thought they were in the business of selling buggy 

whips. They failed to realize that technology was passing them by and they were really 

in the business of providing for the transportation equipment needs of the American 

public. If they realized this real concept, they would have added tires, steering wheels 

and replacement parts for automobiles to their fine lines of buggy whips and, as the 

transportation industry changed, they would have only had to change their names 

(taking references to buggy whips out of the name) in order to remain viable 

businesses.  

  

          In the early years of the auto industry, the vehicles were not very reliable and 

there was a crying need for repair parts that could (at that point) only be filled by the 

auto manufacturers. That changed in the auto industry and there has been a thriving 

business for 3rd party parts to maintain vehicles. 

  

          This didn't help the buggy whip manufacturers who counted on making high 

quality buggy whips and didn't take the changing marketplace into account in their 

businesses. This is the meaning of Levitt's Marketing Myopia. 

  

          Alas, Levitt didn't go far enough. Those auto parts makers found it necessary to 

make their products as inexpensively as possible in order to viably compete with the 

car manufacturers who, by the way, didn't make their parts, but labeled parts made for 

them as original parts when selling them to the consumers. The 3rd party manufacturers 

found that they could make and sell parts competitively and thrived. 

  

          Just as there were solutions that would have saved the buggy whip manufacturers 

a hundred years ago, there are relatively similar solutions available to save and re-

invigorate insurance agencies in the 21st Century - for those who are able, capable, and 

energetic and committed enough to pursue those answers. 

  

MARKETING THE MEANING, NOT THE PRICE OR 

PERCEPTION 

  



          The answer is in MARKETING THE MEANING of insurance instead of the 

product or, of a certainty, instead of marketing the price of insurance. 

  

          A few years ago, it was ludicrous to imagine the possibility of surgeons ever 

MARKETING surgeries and procedures. Now we have begun seeing competitive 

hospitals and surgical centers actually advertising their services, suggesting that they 

are "better" and more knowledgeable than others. They are marketing the perception 

(whether real or not) of higher quality just as every car maker spends millions to make 

you think that you will feel better in their models than in those of their competitors or 

that one truck is more reliable than another. At least they haven't lowered themselves to 

advertising "surgical sales." This is the level of marketing that Levitt perceived as the 

next step after a generation or two of advertising and marketing actual lies (like the 

Cure-All medicines of the 19th Century). Imagine how much more success they would 

have if they actually told the public their success statistics compared to other 

alternatives?? That additional level converts marketing from perception to Marketing 

the Meaning. 

  

          Insurance marketing is still stuck in the Galbraith concept of marketing, "it's all 

the same and we can give it to you cheaper." We actually have insurance agents and 

entrepreneurs trying to compete with GEICO and Progressive to offer price-shopping 

on-line through their websites and web gateways. They won't succeed because the 

price-competitive marketplace is controlled by how much is spent and how often the 

concepts are marketed to the general public. The new insurance marketers can get the 

service and the automation, but they can't get the millions in advertising that attracts 

people to the giant insurance 'Price Mills.' 

  

WOULD YOU LIKE TO BE LIKE THE IRS?? 

  

          Another analogy is the relatively new move by the IRS to get everyone to file 

their own taxes and the on-going dual marketing of the major tax preparation 

companies. Many readers of the PIPELINE are acquainted with Sherry, my wife, my 

financial manager and the most proficient tax professional I know for individual and 

small business taxation. She is an Enrolled Agent (licensed to practice before the IRS), 

the past President of the New Jersey Association of Tax Professionals, has an arms-

length list of accreditations and represents taxpayers against the IRS. She also 

maintains strong relationships with the IRS and acts in an advisory capacity as needed. 

She is a professional and knows her business. 

  

          Sherry takes between 150 and 200 hours of continuing education every year 

because of the complexity of the tax laws in the U.S. She never understands how the 

major tax prep companies can give their employees 10-20 hours of cursory review each 

year and put them in front of taxpayers to manage their client's liability to the IRS; and 

these are the same companies that MARKET the fact that they will review returns for 

mistakes (that most often they have made themselves in prior years) to get the clients 

back more money. Most of the tax package products are owned by the very same tax 



prep services that want you to come to their "professionals" (the dual marketing system 

that I alluded to above).  

  

          IRS goes even further to support the personal input and 'tax-in-the-box' packages 

that permit taxpayers to enter their own data and calculate their taxes with absolutely 

no education regarding the tax codes that define their actual tax liability. IRS implies 

that the tax code is simple enough for most average taxpayers to do their own. 

  

          The IRS tax code is now estimated to be over 60,000 pages, 5.5 million words, 

with 721 forms. Does this sound simple enough to permit the average high school 

graduate with a job, a home, a few investments and a pension to figure out how he can 

minimize his tax obligations legally?   I think not. 

  

          Similarly, GEICO, Progressive and even our web entrepreneurs are suggesting 

that the all insurance is alike and that, whether auto, homeowners, or business policies, 

you can enter a few pieces of information and get a quote.   This implies that all 

products of all carriers in all jurisdictions are the same and that the combination of 

products and needs of a consumer should be of little or no regard in his buying 

decision.  

  

          Obviously in light of a thoughtful analysis of the complications of both taxation 

and insurance, a knowledgeable professional counselor who is more interested in 

fulfilling the needs to protect the consumer's assets than in "selling" a product is much 

more valuable than a quote machine on a website or a 'tax-in-a-box' solution. 

  

ANOTHER APPROPRIATE ANALOGY 

  

          The reason we have family doctors is for a caring, human professional to assess 

our health, our ills and our personal condition in order to maintain a desired level of 

health for as long as possible. If we can get the same message across to the consumer 

about the complexity and their needs for an insurance professional, we will finally 

accomplish the task of our conversion from the Buggy Whip Manufacturer to the 

Transportation Assistance Company. Instead of "Insurance Salespeople' we will 

become Asset Protection Counselors providing advice and products or services only 

when and if appropriate. Your doctor has thousands of medications and procedures 

available to you. He does not (I hope) suggest different ones to you based on his 

potential revenue and profit potential. Neither should we when we assess the asset 

protection needs of our clients. 

  

          We already have the knowledge base in the agency industry. We must continue 

to increase our level of knowledge and refuse to let the companies 'dumb-down' our 

employees. If we convert and use our marketing and websites to explain (in as simple 

of terms as possible) the role of an insurance counselor in light of the complexity of the 

products and services in combination with each other and tailored to the needs of each 

consumer differently, we will make the conversion necessary to change with the 

technology and still maintain the integrity of our businesses for generations to come. 



  

  

MARKETING THE MEANING 

  

          The public still needs the knowledge and services of insurance professionals 

regardless of the tactics of the 'snake-oil' salesmen who are trying to convince everyone 

that their products are the cure-all for their ills at the lowest cost possible.  

  

Does cost make a difference? ABSOLUTELY! In a competitive industry, you must 

have product at a fair (but not necessarily the lowest) cost. If lowest cost was the only 

consideration (as has been told to me constantly by direct writers and agents, alike), 

everyone would simply move to the lowest cost product each year. They would buy 

only the lowest cost cars and would be calling doctors and surgeons to comparison-

shop for surgical procedures. 

  

          IF CONSUMERS UNDERSTAND THE COMPLEXITY OF INSURANCE, 

BOTH IN THE ANALYSIS AND SELECTION AND IN THE AFTER THE 

PURCHASE SERVICE DURING CLAIMS THEY WOULD CONTINUE TO 

SEEK PRICE COMPETITIVENESS, BUT WOULD BE MORE LIKELY TO 

LOOK FOR QUALIFIED PROFESSIONALS TO SERVE THEIR ASSET 

PROTECTION NEEDS. 

  

          Our job is to convey the complexities as well as the qualifications of the 

independent agent to analyze and provide appropriate solutions to individuals and 

businesses. 

  

          Today we are seeking every means available to grow our businesses through a 

particularly difficult marketplace. We ABSOLUTELY SHOULD consider our internal 

automation and the strength of our websites and the Internet as means of getting our 

message to our consumers. But if you either ignore the downturn, try to continue to use 

traditional marketing approaches that haven't worked in the past few decades or try to 

mimic the same giants who are aiming at the lowest common denominator, you will 

help the industry convert from the trusted advisor role of our parents and grandparents 

toward the same end as the buggy whip manufacturers of the 19th and early 20th 

Centuries. Market the Meaning, not the product or the price and you will find a loyal, 

growing group of clients who find on-going value in the use of a trained professional 

for their insurance programs.  

  

 
 

 

 
 

 

 

THE NEW NORMAL 
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"Al, if I knew last Fall what was going to happen this year, I would have taken your 

advice and perpetuated my agency in 2019..."   these are the paraphrased words I have 

heard from dozens of agency owners in the last few months... 

  

          With all the complaining we normally hear about the state of the industry and the 

problems in our agencies, don't you agree that things were pretty "sweet" through 

January and February of this year? Knowing then what we know now about the state 

of the economy, business in general, and our businesses in particular, we would have 

had few complaints about the state of our agencies. 

  

          It's hard to judge the state of the world from the inside of a tornado. Take my 

word for it - I've literally been there (but that's another story altogether). 

  

          Many of the calls that I'm getting are from desperate agency owners trying to 

figure out what they have to do to stay in business and how to serve their customers 

during this crisis. Within five minutes the subject turns to how to get out of the 

business for many older agency owners who have been hanging on trying to make 

another year of income from the business before they let go (internally or externally). 

  

          Last year agency owners were riding high. With the exception of trying to find 

good quality employees and making their existing employees more productive, 

business was GOOD. When I suggested that this was the right time to trigger 

Succession Plans or to implement Perpetuation Plans the common answer was, "Why 

should I give up this kind of income while I'm still healthy? I can hold out for another 

year or two and generate more income for me and my family before I give up control of 

my agency." 

  

          COVID-19, Corona virus, - these words were unknown just a few months ago 

and would have been meaningless to us today if we treated it just like we treat the 

various forms of Flu that revisit us annually, constantly changing and defying our best 

efforts to create a vaccine against it. The revised, revised mortality numbers seem to 

show that most deaths are because of other complicating factors and threaten the elder 

community more than the healthy working class. 2 Million potential deaths have turned 

into 60,000 (or less) and we are quickly moving toward medicinal treatments and a 

vaccine faster than ever thought. Meanwhile we lost well over 60,000 to influenza in 

this last season but no one has ever considered closing our economy for that reason. 

The 1918 Spanish Flu Pandemic (sorry - we didn't mean to slander the entire Spanish 

speaking community) infected 500 million, 28% of the world's population (equivalent 

to infecting 2.16 Billion people today), killing 20 million including 675,000 Americans 

(equivalent to 2 Million today). 



  

          So, let's NOT discuss the virus itself-or the politics that caused the economic 

shutdown - that has been discussed ad nausea (mostly for political reasons). Let's 

discuss NOT OVER-REACTING in the middle of a crisis! 

PLEASE, PLEASE, DO NOT CONSIDER SELLING YOUR AGENCY UNTIL THIS 

CRISIS HAS ENDED AND WE HAVE REGAINED OUR FOOTING WITHIN OUR 

BUSINESSES!!! 

          This is excellent advice for ANY business but double the excellence for 

businesses like insurance agencies who are going to regain lost ground quickly after we 

are permitted to open our doors again. 

          You are in the middle of the Tornado - it feels like the world is crashing down on 

you. Your staff is working (or are they?) from home. You're beginning to feel the non-

renewals of long-time clients who simply can't afford the cash to pay premiums. You 

haven't written new business in months. The cash crunch on agencies whose Working 

Capital is measured in days instead of in weeks or months may require actual lay-offs 

(regardless of the government grants (hand-outs) that are supposed to be in our hands 

already). 

You are in a panic. 

          So, when that offer comes in to pay you to "merge" your agency with another, 

larger firm, the offer sounds very tempting.  

TWO REASONS TO RESIST THE TEMPTATION TO SELL NOW - 

1. If you lose policyholders and have to regain your revenue position, the price set 

on your agency will inevitably be lower than it rightfully deserves. The value of 

an agency is greatly dependent on its cash flow because that's what will be used 

to pay for the agency, either through self-financing or through bank financing. 

And no one will pay more for an agency than its cash flow will bear. 

2. The inherent strength of the U.S. economy before the crisis is still in place (as 

proven by the return of the stock market). If you wait out the crisis, you will be 

in as good a place for succession and perpetuation as you were at the end of last 

year.  

Don't sell at your weakest point. 

          (856) 779-2430 - That's my phone number. I am in the same position as you. I 

cannot visit my clients so I am available to speak to agents about strategizing how they 

are going to survive and regain their positions (and value) later this year. 

  

          Politically, both parties would benefit from the economy opening before Election 

Day. The only question is the 'optics' (the public's opinion and understanding of a 

situation after seeing it as the media shows it, and the possible political effects of this). 



Economically, if we don't open for business within the next month or two many of your 

clients will not be able to recover at all and we will enter a Recession (or worse). Not 

wanting to sound morbid, the death rate of the virus is no worse than the flue every 

year. Once we have effective treatments if the virus is caught and a vaccine to lessen 

the chance for our most vulnerable people (older Americans with pre-existing 

complicating conditions), the best way to treat the virus is for everyone to either catch a 

minor version of it or avoid it through the powers of modern medicine. Either way, the 

political reaction to shut down our economy because of the fear of a virus was an over-

reaction and we are now paying for that abuse of power. 

  

          Don't further complicate and worsen the ramifications by giving up your 

business. You may have to scale back but the insurance business remains one of the 

best ways of earning a living supplying a service that is needed by all people and 

businesses. 

 
 

 

 

HELP US JUMP-START THE ECONOMY 

AGAIN!!! 

 

          Like most businesses in the U.S. we at Agency Consulting Group, Inc. have lost 

several months of work effort (and revenues). Most of our efforts are one-on-one with 

agency owners and their staffs on site. Obviously without travel and with most 

agencies operating remotely, we had to postpone and cancel consultations every month 

since January. 

  

So, to help agents get their needs accomplished we are having a "SALE". 

  

         If you book our services in the next quarter (to be used anytime in 2020) we will 

give you an extra day of consulting (to be used at any time) with every two days of 

consulting scheduled. 

  

          So now is the time to schedule the GPP (Growth, Productivity, Profitability) 

Analysis that has helped hundreds of agencies over the years and/or your Strategic Plan 

and/or Compensation Programs and Organizational Development.   

  

Please call Al Diamond (856 779 2430) if you have the need for consulting services 

and let's talk.  

 
 

 

   

LEST WE FORGET! 
 



I believe there are more instances of the abridgment of the freedom of the 

people by gradual and silent encroachments of those in power than by 

violent and sudden usurpations. 
  
-James Madison          
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WHO'S READING THE PIPELINE? 

All of the mailing services claim to provide metrics of the readership of our newsletter. 

But, frankly, we don't believe them. 

We have an EXTENSIVE subscription list. We thank you for that. But is the newsletter being viewed 

or read? 

Please take a moment to let us know. 

Simply send an email to PIPELINE Editor at Arfien@agencyconsulting.com . We invite all of your 

comments. This will give us an unscientific presumption of readership. 
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