Know the Numbers
It’s the 15th of the month and your p&l will be complete and sent to your office any day.  What will it say?  We made this much or lost this much?  I’m excited to share with you that it goes beyond the bottom-line number.  How did you make a profit last month?  Was it your great management skills?  Was it the sales contest from 2 months ago?  Was it a result of the great market you have been experiencing the last few months (this is an answer that has been pretty universal most recently)?  Was it from your clear understanding of the critical numbers that control profitability, or was it from recruiting?
Answer:  A clear understanding of the critical numbers that control and contribute to profitability is one answer.  The second answer, RECRUITING.  It’s that simple.  

Here are three simple steps that will support you in the process of understanding how to drive profitability in your branch or company…..
1. Collect historical data:  Collect historical data from your branch or company for the last year.  
a. Number of agents at the end of the year.

b. Number of agents recruited.

c. Number of agents terminated.

d. Net agent gain.

e. Number of closings.

f. Average sales price.

g. Average commission percentage per unit closed (example: 2.7% or 2.75% per closed unit)

h. Average gross commission per unit closed.

i. Average retained company dollar per unit closed.

j. Average retained company dollar percentage for all closings.
k. Per-person closed units.

This exercise will create an awareness of your office or company current condition and create the ability to move forward with clear projections for the future and a plan of action to apply against your projections.

2. Projections:  Now you have established a baseline with historical data.  Your goal-oriented projections are going to be based on the time, energy, and focus you will apply to your business.  Your next step is to project what you are going to produce for the next 12 months.

a. How many agents do you currently have?

b. How many agents will you recruit?

c. How many agents will you terminate?

d. What is your net agent gain going to be?

e. How many agents will you have in your office or company at the end of the year?

Now your process will become a bit more involved and you will have to use your practical experience.  As you look to bring new agents into your office you will need to project the number of closings they will have, their average sales price, avg. commission percentage, gross commission per transaction, retained company dollar per transaction, retained company dollar percentage, and the per-person productivity of these recruits.
Now, look at your existing population and project the production numbers that they will contribute over the next 12 months.  

Add the two groups together and you have your projections for the next 12 months.

Some hints:  If you are hiring mostly new agents you will many times experience higher retained company dollar percentage, a lower average sales price and lower per-person productivity as the new agents establish their business.  With your existing group of agents you will typically see greater productivity in the next 12 months because new agents that are productive inspire the existing agents in your office.
3. Move the data into a spreadsheet:  The final step is to take these projections and put them into an excel spreadsheet.  This will serve as your blueprint for the next 12 months.  Keep your spreadsheet simple.  Your spreadsheet should have only the following numbers.

a. Hires

b. Terminations

c. Net agent gain.

d. Closings.

e. Gross commission income

f. Retained company dollar

g. Expenses

Now the numbers have become simple and you have a document that will serve as your blueprint for the upcoming year.  If you would like a sample spreadsheet complete with formulas, send me an email and I will get it to you immediately.  

In closing I will end with the beginning.  There are many theories around what really drives productivity and profitability.  Time and time again it comes back to one thing, recruiting.  Don’t overwhelm yourself with complicated ways to drive production and profit.  Just recruit, watch what happens.
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