Predicting the Partnership Break-up
Predicting a partnership breakup is pretty easy to do. Look at a partnership and identify whether one
person is disproportionately responsible for the work/success and/or compensation is disproportionate
to value. If balance does not exist in both areas, a significant partnership dispute is just a matter of time.
The only questions are when and how volatile.
I believe just about every set of partners I have ever met that have been in this situation but were not
ready to have at least a minor explosion, yet, have said of the partnership, "We're different." I have only
met one that was really different, and the reality was they were unique in applying skill sets so that on
the surface, the work/compensation balance was distorted but more deeply, balance existed.
The stresses of 2020 and 2021 seem to be causing unbalanced relationships to teeter and fall more
frequently.
Another prediction that is almost always 100% true is that the person doing the most work will be taken
advantage of twice. What happens is the person contributing the most works hard and is not
compensated equal to their value added while the other party does not work so hard but is paid well.
The compensation schemes were developed long ago and equalized in the spirit of a good partnership.
However, adequate accountability and flexibility was not included in the agreement. Then one partner
quits performing.
A good example of this conflict is setting compensation salaries somewhat equally. Then one partner
develops a book of $750,000 in commissions and the other partner's book is only $250,000, but they are
paid about the same. When they both started out with books of $0, equal compensation made sense,
but not now.
The hard-working partner is then taken advantage of a second time at the sale of the business because
proceeds are apportioned by shares. 50%/50% partners split the proceeds equally but clearly the
partner who generated 75% of the commissions brought far more value to the agency and they won’t be
credited with the additional value.
No wonder they resent and never talk to their former best friend ever again.
The situation is exacerbated when the problem drags on for years and years. The hard-working partner
inevitably tries to motivate his partner, prays his partner will find his mojo again, and sometimes hopes
his partner will just show up for eight hours a day for appearance purposes. Usually nothing ever works.
So after years of cajoling, pestering, badgering, motivating, praying, and whatever else the person can
think of doing, they finally give up.
They always think they have failed to change the other person, which is true. What they usually also fail
to see is that it is absolutely in their partner's best interest to do nothing. The longer they delay changes,
the longer they ride the gravy train. Quite often I do not believe these partners consciously choose the
gravy train, but subconsciously their choice is pretty much undeniable.
My suggestion: cut your losses early because the damage will only get worse. The emotional toil, the
financial toil, the damage to relationships and morale and often your own family only gets worse with
time.
Another reason to cut your losses early is because when a person gets used to being paid well for
relatively little work, they begin to think they are doing a lot of work. They get used to a relaxed lifestyle
and then when the issue is forced, their fear is like that of a cornered wild animal. Some readers who

have not experienced these situations may think I am exaggerating. I am not exaggerating, however
these people are usually salespeople so they put a good lipstick on their actions.
If the situation becomes so hostile that lawsuits evolve, all rationality is thrown out the door. The
hardworking partner always makes the same case: "I brought more value. I supported his lifestyle. I did
all the work. He was richly paid. Now I am in a suit and he is demanding I pay him extra again! This is not
fair!"
The situation is categorically not fair, but categorical fairness has nothing to do with anything at this
stage of the dispute. The odds are great that you will go to your grave with resentment and a smaller
estate.
If you want to protect yourself, here are some steps:
1. Always have a strong buy/sell agreement that is well written and specific to independent insurance
agencies.
2. Set compensation based on effort and success, not ownership percentages. The IRS's Reasonable
Compensation Rules actually provide solid outlines of how to achieve this structure. Then memorialize
the compensation structure in writing.
3. Have your agency valued by someone who will take the time to analyze the agency and each owners'
contribution to the agency's success. Let a third-party be the bearer of negative news.
4. Do not put up with passive aggressive behavior from an underperforming partner. Pull the buy/sell
trigger early. I know it is hard. You will pay an emotional price regardless of whether you pull the trigger
early or late. The only difference is the length of time you'll be weighed down.
5. Don't be selfish. You have others to consider. You have employees and employees do not respect
underperforming partners from a business perspective. Morale is not improved. You have your family to
consider. You have customers to consider. Letting an underperforming partner maintain their position is
putting one underperforming person above the needs and deserved rewards of many other people.
Your partner may be selfish in their passive/aggressive unintentional manner, but you owe it to others
to see the bigger picture.
I have had these underperformers be so bold as to advise they would die before they gave up their
unfair compensation and value. I have had them advise me they had no idea they were
underperforming. I have had them tell me everything in-between and believe it all. Predicting which
partnerships will bust and who will suffer the most is pretty easy to forecast. Protect yourself and those
hardworking people around you.
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Chris Burand is president and owner of Burand & Associates, LLC, a management consulting firm that
has been specializing in the property/casualty insurance industry since 1992. Burand is recognized as a
leading consultant for agency valuations, helping agents increase profits and reduce the cost of sales.
His services include: agency valuations/due diligence, producer compensation plans, expert witness
services, E&O carrier approved E&O procedure reviews, and agency operation enhancement reviews. He
also provides the acclaimed Contingency Contract Analysis® Service and has the largest database and
knowledge of contingency contracts in the insurance industry.
Burand has more than 30 years' experience in the insurance industry. He is a featured speaker across
the continent at more than 300 conventions and educational programs. He has written for numerous
industry publications including Insurance Journal, American Agent & Broker, and National Underwriter.
He also publishes Burand's Insurance Agency Adviser for independent insurance agents.
Burand is a member of the Institute of Business Appraisers and NACVA, a department head for the
Independent Insurance Agents and Brokers of America's Virtual University, an instructor for Insurance
Journal's Academy of Insurance, and a volunteer counselor for the Small Business Administration's
SCORE program. Chris Burand is also a Certified Business Appraiser and certified E&O Auditor.
NOTE: The information provided in this newsletter is intended for educational and informational
purposes only and it represents only the views of the authors. It is not a recommendation that a
particular course of action be followed. Burand & Associates, LLC and Chris Burand assume, and will
have, no responsibility for liability or damage which may result from the use of any of this information.
Burand & Associates, LLC is an advocate of agencies which constructively manage and improve their
contingency contracts by learning how to negotiate and use their contingency contracts more
effectively. We maintain that agents can achieve considerably better results without ever taking actions
that are detrimental or disadvantageous to the insureds. We have never and would not ever
recommend an agent or agency implement a policy or otherwise advocate increasing its contingency
income ahead of the insureds' interests.
A complete understanding of the subjects covered in this newsletter may require broader and additional
knowledge beyond the information presented. None of the materials in this newsletter should be
construed as offering legal advice, and the specific advice of legal counsel is recommended before acting
on any matter discussed in this newsletter. Regulated individuals/entities should also ensure that they
comply with all applicable laws, rules, and regulations.

