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2020 - SHELL-SHOCKED OR 

OPPORTUNITY KNOCKS? 
    
        
2019 was quite a year, wasn't it?? 
     For many agencies 2019 was a surprising year with high retention and 

growth of new clients even though we didn't particularly market for them. 

The economy in many parts of the country is in a growth mode and that 

bears fruit for the insurance agencies who are prepared to ride the wave. 
  
     But 2019 certainly wasn't easy. Finding and keeping good performing 

employees has been tough. Our workforce is aging along with our owners 

and many are not as eager to work past their 60's as are the owners. Finding 

replacements has been tough. But the good agents have used this as an 

opportunity to grow and enhance their agencies' systems and performance. 
  
     We are pleased to announce a significant number of agencies turned their 

"lemons" into "lemonade" and then sold it by the glass at a profit. The soft 

and hard markets that pop up throughout the US are realities of life, but the 

reaction to market conditions is indicative of the state of mind of the agency 

owners and staffs. If you think the world is going to end, you act that way. 

You are less likely to save for a rainy day. If, on the other hand, you truly 

believe that every market has opportunities, you react by planning and 

implementing your actions to grow WITHIN whatever market conditions 

exist at the time. 
  
     This is the time of year that we can generate inventive and innovative 

Strategic and Tactical Plans to drive our clients' businesses forward by 

providing the products and services needed and desired by our target 

markets from within the economic and insurance realities in which they find 

themselves. 
  
     A significant group of agencies form the core of our APM (Asset 

Protection Model) Relationship Agencies that have abandoned price 

competition in favor of relationship building as their chosen method of 
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growing new clients and retaining existing ones. Last year their revenue 

growth was 15% and their pre-tax profits averaged 14% - not extremely 

attractive in the best of times, but certainly far above the industry averages 

in 2019. 
  
     The common activities that permitted these agencies to grow even in the 

softest of markets were: 
  
     They Strategically and Tactically Plan - Both large (well over $10 MM 

revenue) and small (as little as $500,000 commission) agencies have 

thoughtfully and realistically determined the direction of their local 

economy to create the opportunity areas expected for 2010 and beyond for 

both growth and profit of their agencies. 
  
     They create marketing plans within their Tactical Plans that are aimed at 

the products and services needed by their target markets (and supportable by 

their primary carriers) and implement them diligently, monitoring activity 

and results. 
  
     They acknowledge the importance of a fair price for the services and 

products that they provide, but concentrate their efforts on building and 

maintaining the relationships with their clients and prospects that will 

respond to their needs more than to the needs of carriers or even of the 

agency, itself --- they become totally customer-centric. 
  
     They are all aware that they are NOT insurance agents anymore. They 

are business owners who happen to be in the insurance business. They aim 

their daily, weekly, monthly and annual activities toward a) customer 

retention, b) building relationships with new clients, c) internal cost control 

without harming customer relationships, d) growing the productivity of their 

employees. 
  
     To achieve these goals they have implemented new, productivity-

oriented compensation programs that tie employee compensation directly to 

the goals of the agency.   They have made their (former) producers into 

"Relationship Managers" by charging them with levels of customer and 

prospect contact not seen by most producers for many years (if ever). These 

agencies have taken away all non-customer contact activities from producers 

and holding the producers fully accountable for the generation of new 

relationships every month and the maintenance of strong enough 

relationships with their existing clients to maintain customer retention in the 

high 90% bracket. 
  
     As 2020 gears up, we look forward to a transitional year during which 

soft and hard market conditions will meld into each other. This is neither 

good nor bad - it just IS! If you would like to learn how to proactively 



change your agency so that you no longer simply "react" to the market, 

please call Al Diamond at 800-779-2430 and let's talk. We know that most 

insurance agents will scurry from soft market to hard, but if you are both 

tired of this 'rat race' and feel that you and your agency still have a future in 

this business, let's talk. 
 

 

 

 
 

 

 

COMFORTABLE ATTRITION 
  

          As most agents know, we are in agencies every week analyzing 

growth opportunities, investigating how to generate more profit and value to 

the agency and recommending methods and systems of making our 

employees more productive, thereby accomplishing the dual goals of higher 

compensation for the employees AND simultaneously, higher profits for the 

agency.   

  

          The final goal for our interventions is to build the agency's asset value 

for the future while fulfilling the goals of the owners of the agency every 

year. 

  

          No agent has ever told us that they don't care how much money they 

make as long as they are comfortable. However, plenty of agent's ACT 

THAT WAY. 

  

          We call this "COMFORTABLE ATTRITION" and it doesn't affect 

the agency owners until their wallets are hit hard enough for them to notice 

that they are no longer making enough to pay their bills. 

  

          Here's an exercise we suggest to you that most agents can do: Take 

ten years of year end Operating Statements and spreadsheet your 

Commission (only) income for each year. Determine the trend of your 

income over the ten-year (15 is better if you've been around for a long time) 

period and see if that trend (year-over-year change) is positive, neutral or 

negative. 
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          This example agency has trended down by 1.3%/year for the last 15 

years.   They knew that they were larger in the past but never realized that 

they had lost almost 18% of their annual revenues during a prolonged period 

of time. But the owners certainly knew that they weren't taking out as much 

this year as they had in the past. While the employees were still earning as 

much as they had historically (except they haven't received raises in a long 

time) the owners were absorbing the agency's declining income through 

their lower earnings. They also didn't realize that the value of the agency 

that they needed to support their eventual retirement was also declining. 

  

An agent in Georgia once taught me how to cook a frog. He warned me 

that if you throw a frog in boiling water, it was smart enough to jump out. 

But if you put a frog in delightfully cool water and then turned up the heat 

slowly, the frog doesn't realize that the environment was changing and 

would stay in the water until it was too late - frog stew! 

  

          Many agents are like our care-free amphibians. They comfortably 

swim around their "pond" enjoying their lives while the water heats up. 

"Suddenly" a few years (or a few months) before they want to retire they 

realize that they have lost 10%, 20%, 30% or more of their agency's value as 

attrition reduces agency clients and revenues. Or they find they can't support 

the same number of employees they are used to. Or the agents notice that 

their annual income isn't what it used to be. 

  

          Whatever the reason, if the 'Wake Up' Call is soon enough and if the 

agent has sufficient energy, initiatives can be started that will re-grow the 

agency. If the agent is RIP (Retired In Place - see article by that name 

elsewhere in this issue of the PIPELINE), they will merge or sell their 

agencies and blame the economy, the insurance industry, the employees or 

the disloyal customers for the agent's problem. 



  

          I urge you to do the exercise and to call us (856 779 2430; 

al@agencyconsulting.com) - we can conduct our GPP Analysis (Growth, 

Productivity, Profitability) and both recommend initiatives that will get you 

growing again and help you implement those initiatives to allow you and 

your employees to 'cool the pond' and enjoy the water again. 

 
 

 

 
 

 

    

WHAT TO DO IF A PRODUCER LEAVES 
  

          If you've been reading the PIPELINE for a while, you know that we 

aid agents with the design of producer contracts including Non-Compete 

and Non-Piracy Agreements that are likely to work for the agency. But 

thousands of agents still have producers in place with absolutely no 

contracts or Non-Compete Agreements. What happens if one of these 

producers leave the agency? 

  

          The fact is that unless the producer is an officer of the agency 

(properly elected through the by-laws of the corporation), nothing stops the 

producer from leaving the agency and contacting any clients to solicit their 

insurance programs. If the producer is an officer, he has a fiduciary 

responsibility to protect the interest of the corporation. So, if he takes any 

action against the agency while he is still an officer, that action can be held 

against him in a court of law (including the prohibition of his taking agency 

clients). However, the key is not the solicitation of clients. It's the fact that 

he took action against the corporation for which he was an officer and bore a 

fiduciary responsibility.   

  

          The reality of a producer's departure is that it is quite often 

EMOTIONAL to both the producer and to the agency owner. One (or both) 

feel wronged and action against the other is considered "pay back". The 

reality is that "pay back" is always expensive to both parties and satisfies no 

one in the end (except the attorneys for both). 

  

          The better course of action for agencies in which the producers are not 

obligated by contractual obligations with firm Non-Compete and Non-

Piracy Agreements is to either sell the desired book of business to the 

departing producer or to agree to compete on those accounts. What the 

producer CAN NOT do is take proprietary information from the agency to 

support his competition. 

  

          This means that file information, even the information that is 

generated by the very producer who is leaving, was accomplished while the 

producer was employed and being paid for the creation of that information. 

That information, on paper or in digital form, belongs to the agency. It is a 
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part of the client file and is private and proprietary to the agency. If a 

producer takes files, expiration lists, digital or print copies of file 

information, or even name and address information, that a theft of 

information from the agency. 

  

          So, if your producers do not have employment agreements, producer 

agreements, Non-Compete Agreements or Non-Piracy Agreements, they 

should all be given a letter explaining that a departing employee can only 

take with him information that he simply recalls about any agency 

clients.   Nothing tangible can be taken from the agency should an employee 

leave the agency's employ. 

  

          Will a producer successfully compete against an agency? The answer 

is "sometimes, but not as often as they would like or expect." If the producer 

sold insurance but did not establish close personal relationships the chances 

are that the client is more concerned about the level and value of his 

insurance coverage than protecting the person who sold them insurance. On 

the other hand, if the producer followed the Asset Protection Model or any 

form of relationship selling that gives him a close tie to the client, the 

agency would be better served (and so would the client) by cutting a deal 

with the producer allowing him to buy the accounts at a fair price. If, on the 

other hand, the agency has CSRs or Account Executives or other producers 

or owners who have established relationships with the departed producer's 

clients, then the agency has a fair opportunity to re-establish a producer 

relationship with another agency staff member and could fairly compete 

against the former employee. 

  

          Agencies have a better chance of claiming ownership of clients and 

competing for their retention of they have treated the producers as 

employees, paying payroll taxes, benefits and reimbursing business 

expenses. If the agency has treated the producer as a contractor in which the 

producer was responsible for his own taxes, insurance and business 

expenses, a legal battle could be decided in favor of the producer because 

the agency acted as if he was an independent contractor (even though IRS 

rules make P&C producers treated as employees in most cases). 

  

So, our best advice is: 

1. NEGOTIATE, DON'T LITIGATE! 

 

2. HIRE EVERY PRODUCER UNDER AN EMPLOYMENT 

AGREEMENT WITH NON-COMPETE AND NON-PIRACY 

CLAUSES. 

 



3. IF YOU DON'T FOLLOW 2 (ABOVE) AT LEAST HAVE THE 

PRODUCER SIGN AN AGREEMENT THAT ALL BUSINESS 

GENERATED WHILE AN EMPLOYEE OF THE AGENCY 

BELONGS TO THE AGENCY. 

 
 

 

 
 

 

RIP - Retired in Place 
  

  

          We first introduced this term in print in 1980 after using it to describe 

some agency owners and staff during consultations for ten years previously. 

It quickly became our most popular (or is it notorious?) publication. It has 

since been 'adopted' by many other industries to define the concept that we 

illustrated (1,640,000 hits for the phrase on Google). If I was the first to coin 

the phrase then I am flattered by the repetitive use of the term and just wish 

that each of the users simply sent me $1 for their use. If it was used 

somewhere else before my adoption of the phrase, I'm happy to continue 

using it - it still applies - and I need to know where to send my $1... 

  

Anyone you know? 

  
          The concept is as appropriate in 2020 as it was in 1980. So, every few 

years we dust off the article, revise it as needed for today's agencies, and 

republish it. 

Please take a look and see if it describes someone you know. And, please 

don't call me convinced that I'm writing about you!! This concept applies to 

many people who have cycled through the industry and have gone "ROAD" 

(the military term from which I took the concept, "Retired On Active 

Duty"). It is a continuing problem that converts previously productive 

owners and employees to the status of an agency expense. 

The article is included in its entirety below. But I'd like to make some 

remarks about the topic considering the change in the industry in the last 

several years. 

  

Owners - 
  

          If you are RIP, you may continue to own the agency but are laying 

back and taking more time off. You are either moving your client 

relationships to others (or not) and your administrative tasks have moved to 

other owners, future owners, or are being left undone. You feel you 

"deserve" to enjoy your life since you have paid for the privilege over the 

https://url.emailprotection.link/?byl-4EeO7HDv-X0PB2TymbdPlDlI0yP8tse5LAvT-6vm1qPK2dlD8ZJVSWGpGAyYnemTr7LpGSNGCyLSbD1IMXDggBCLuRNAJVc1pHR-D6PDGeljTx4_sUavoxjue8YptTglq96CqtkVNatyUYMmMoHUiNWCwbKKn0552dETiIcHdmlNSQ0b1hYxRj_k4dXLnBqnJ8K4JOBKKNrSDYpY-gpt1bZYR0yQLLk6b0Ulgu2qoxS6OoslyP99dzNJ4QZjMB8nY0ot86pecZau9yP4_sXt6UJGdE1sagPQuWk71X6otBRBrg6X-eGnff2selrHln2YVhnfpmpGiyxnj9lS0QxvWfVEwla-yIR78aY_bMFH8pHbnv5j3-QTiHCJfxF7Be0YsMxe5KtY7ggjy2gv4xNVQNYp3miJU_v0r_kjabyhxUy8fboj7xtGRuBqcMei2LiZtFVnEq4kibXFLKRhbuG-JsENJWkbZUjPmxBU_BAN2JuzBGQo4ENAf3x09iZ4K
https://url.emailprotection.link/?byl-4EeO7HDv-X0PB2TymbdPlDlI0yP8tse5LAvT-6vm1qPK2dlD8ZJVSWGpGAyYnemTr7LpGSNGCyLSbD1IMXDggBCLuRNAJVc1pHR-D6PDGeljTx4_sUavoxjue8YptTglq96CqtkVNatyUYMmMoHUiNWCwbKKn0552dETiIcHdmlNSQ0b1hYxRj_k4dXLnBqnJ8K4JOBKKNrSDYpY-gpt1bZYR0yQLLk6b0Ulgu2qoxS6OoslyP99dzNJ4QZjMB8nY0ot86pecZau9yP4_sXt6UJGdE1sagPQuWk71X6otBRBrg6X-eGnff2selrHln2YVhnfpmpGiyxnj9lS0QxvWfVEwla-yIR78aY_bMFH8pHbnv5j3-QTiHCJfxF7Be0YsMxe5KtY7ggjy2gv4xNVQNYp3miJU_v0r_kjabyhxUy8fboj7xtGRuBqcMei2LiZtFVnEq4kibXFLKRhbuG-JsENJWkbZUjPmxBU_BAN2JuzBGQo4ENAf3x09iZ4K


last 20, 30 or 40 years. And, in fact, you do deserve to reap the gains and 

rewards for all your hard work.  

But please don't do it on the backs of your clients and your employees. They 

still need active representation of an insurance professional to be sure they 

are properly covered by the most competitive product possible and they 

need on-going attention. If you do not do it, please assign someone else the 

task of attending to your clients. You didn't build your reputation by 

ignoring your clients and you won't keep it long if you begin ignoring them 

now. And, no, being "available" if they have problems is not the same as 

being actively counselling them as you have in the past. Your employees 

still need their jobs and an on-going career and will not look forward to 

working for another firm if yours declines to the point of sale. 

If you are ready to sell - when your health becomes precarious or you lose 

your heart for the game - take the step and perpetuate the agency. Call us. 

We can help you. 

  

Producers 

  
          Not every producer can remain an active producer for his/her entire 

career. We run out of energy. If the time has come that you would prefer to 

retain the accounts you have amassed for the agency and to make sure they 

are properly insured and serviced, step down to the position of Account 

Executive. You don't lose your license and ability to write insurance but you 

no longer will be counted on to participate in the organized growth of the 

agency's book of business. The agency Sales Manager and/or owner(s) will 

know that they need to replace you to sponsor continued substantial annual 

growth of the agency's client base and will count on you to help satisfy and 

retain the clients with whom you have so successfully created relationships 

on behalf of the agency. On the other hand, if you no longer wish to service 

your clients nor do you wish to take the same growth goals as other 

producers in the agency, you may be ready for retirement. Age is not the 

issue. As with agency owners and other employees, if you lose your health 

or if you lose your heart for the game, it's time to retire. 

  

Agency Managers and Employees 

  
          Your RIP will be noticed even more than that of an owner or a 

producer because it is reflected in service levels and satisfaction levels of 

the clients who you serve. Whether service, admin or marketing, you must 

recognize the signs of RIP and consider retirement before the other 

employees, managers and owners make that decision for you. You have 

spent a career building credibility and respect for your knowledge. It takes a 

much shorter period of time to destroy that credibility if you lay back and let 

others carry the load. You might believe that you "earned" the right to relax 

but you are much like an oarsman in a sculling crew. Regardless of the 



experience, any let down by a member of a crew is reflected in the 

performance of the entire boat. There are no RIP oarsmen - they are either 

both fully committed and participating, or they are retired. 

  

RETIRED IN PLACE 

  

          Much of our work at Agency Consulting Group, Inc. revolves around 

agency perpetuation. We help families pass ownership, transfer ownership to 

employees, merge agencies, and we sell them at the most favorable prices 

available. One of the stumbling blocks we encounter in this process is an 

employee (or owner) who wishes to "Retire In Place". That is, they want to 

be relieved of the pressures of: 

  

Pick One or More:(   )    Management 

                              (   )    Dealing with companies 

                              (   )    Dealing with customers 

                              (   )    Dealing with employees 

                              (   )    Selling 

                              (   )    Paperwork 

                              (   )    Change 

  

          However, they will graciously stay on to "help with the transition." 

How do you deal with an owner or a key employee who desires to stay with 

the firm with less responsibility? How does he affect the morale, value, and 

cash flow of the agency as it attempts to change to a new set of owners? The 

way you answer these questions can spell the difference between success and 

failure of perpetuation plans in the short and long term. 

  

          In the case of an employee, the answer should be simple. Regardless of 

the value of that employee over the years, the future compensation of that 

employee is determined by his/her value to the agency in the future - not in 

the past. While this sounds like a simple answer, it is not so simple for loyal 

owners who feel that they owe much to employees who have been with them 

for many years. That loyalty does not extend to the new owners after a sale or 

perpetuation and they will not want the liability of maintaining an employee 

who served the old owners well, but is no longer productive in his/her role.  

  

The solution 

  

          The solution is by defining the productive value of an employee's role 

as it transitions. If a producer decides to RIP he may fit into the role of 

Account Executive, responsible for the maintenance of a book of business, 

but no longer expected to generate new business goals. This is certainly a 

valued role, but not one valued as highly as that of a producer. The 

compensation level should be adjusted accordingly. A CSR who decides to 

RIP may be qualified to process, but no longer wishes the responsibility of 



customer contact. She should also be given the opportunity to remain a viable 

and valued employee, but at an adjusted compensation. In both cases, the 

employee's desire to diminish his/her role is accommodated, but not at an 

excessive cost to the agency. 

  

          A more prevalent problem is when employees (or an owner) feel that 

they have 'paid their dues' and now wish to maintain their compensation levels 

and image in the agency, but no longer want to do the job for which they were 

paid in the past. No agency can afford to maintain 'dead wood' in the employee 

ranks, regardless of past service. The employee was paid for that past service. 

Whether employee or owner, the greatest impact on the agency from an RIP 

is not in their financial cost -- the greatest impact to the agency is in the cost 

to the morale of the employees who remain to manage and operate the agency. 

They will either immediately or eventually feel cheated when they must, in 

effect, do the work while the employee (or the owner) continues to be paid 

without the responsibilities that formerly came with the job. This cannot be 

permitted in the employee ranks. The agency owner has the ability to take a 

pay cut and replace his efforts with a new employee hired for that purpose. 

However, even owners will find that employees react much better to working 

and productive owners than they do to owners who are perceived as RIP, 

living off the efforts of the agency's other employees. 

  

Transition period 

  

          Another part of the RIP problem with respect to owners occurs in the 

sale of the agency following which the old owners remain with the agency for 

a time to "transition" the accounts. If their role is not truly productive and 

active, they will be perceived by both the new owners and by the employees 

as RIP. 

  

          The simplest approach in the case of a buy-out is to retain the owner 

for a specified period for the 'transition.' If both of you know that he will be 

in place for one year and one year only, it relieves the pressure of carrying his 

salary ad infinitum. This is usually an excellent idea because he can assist in 

the renewal process of some of his business under new ownership. 

  

Scaling down by a partner 

  

          How do you deal with the partner who just wants to 'scale down?' This 

may or may not include sale of stock. We felt that if any owner wishes to 

change his work efforts, it must be correlated with a change in compensation, 

regardless of the ownership of the agency. You get paid for what you do now, 

not for what you have done over the last forty years. The reward for past 

efforts lies in the enhanced value of the asset. If the scale down is in concert 

with the sale of his stock, the new owners must be assured that the selling 

owner intends to scale down his efforts, not coast. This requires the execution 



of a new job description, portraying the new duties and responsibilities of the 

job. 

  

          Obviously, an owner or employee who has 'Retired in Place' negatively 

affects your cash flow. You are, in fact paying someone without an 

appropriate return on the investment. The agency's value is not affected, 

unless the individual is RIP with the added benefit of an employment 

agreement. Unfortunately, many of the buy-outs and acquisitions that we see 

include an employment agreement that not only legally binds the agency to 

payments, but simultaneously lowers the value of the business by the gross 

amount due in the employment agreement. This is not a negative implication 

if the agreement supports an active, valuable employee. However, if the 

agreement supports an RIP, you are being hit by the double whammy of 

lowered cash flow and reduced value. 

  

Agency Morale 

  

          Finally, a RIP will certainly affect the morale in the office. Imagine a 

busy office with one individual having no responsibilities. In the best case, he 

simply would not be visible while everyone else is working. In the worst case, 

he could disrupt the office with socializing or with pet projects that yield no 

return for the business. Whether the individual is a family member, partner or 

formerly a key employee, the other employees will know that he is being 

carried. This will lower morale and cause frustration to the other hard-

working employees in your business. 

  

          If the RIP situation may arise in your office as the ownership transfers, 

control the situation by defining the value of the retiring owner. His value in 

the business will be coming to him in the payout of the stock being sold. His 

future value to the firm must be decided by determining those duties and 

responsibilities that he is willing to assume or maintain. A job description and 

measurable objectives will go a long way in resolving the difficulties before 

they arise. 

 
 

 

 
 

 

   

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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