>4 Vertafore

The Role of
Compensation
in a Connected
Risk Environment

A guide for insurance carriers




Executive summary

For much of the industry’s history,
compensation has been seen

as a downstream administrative
function within insurance
distribution. Policies were written,
premiums were collected, and
commissions were calculated
accordingly. Compensation

is essential, but it is rarely
considered sfrategic.

-
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That view is flawed, as compensation now operates much closer
to the center of the business with significant potential to impact
top-line revenue. It influences where producers place business,
how agencies evaluate carrier relationships, and how effectively
carriers can align growth objectives with financial controls,
compliance requirements, and producer behavior. What may
appear internally o carriers as a payment process is experienced
externally by agency partners as a visible signal of the carrier’s
clarity, responsiveness, and operational consistency.

At the same time, the environment surrounding insurance
distribution has become more interconnected and more
difficult fo manage through fragmented systems. Carriers are
facing financial volatility, evolving capital strategies, regulatory
scrutiny, climate-related exposure, reinsurance constraints,
and rising expectations around transparency and operational
responsiveness. Al-driven technologies are also accelerating
expectations around speed, personalization, visibility, and real-
time decision-making, placing additional pressure on legacy
infrastructure that was not designed to operate as a connected
system. Importantly, these complicating forces do nof remain
isolated—they intersect.

A shift in underwriting appetite can influence placement behavior.
Changes in financial conditions can affect compensation structures
and incentive strategies. Regulatory expectations can reshape
how producer eligibility, hierarchy management, and payment
governance are maintained. As these pressures compound,
distribution operations themselves become part of the broader

risk environment, and this has important implications across

the organization.

For executives, compensation can directly influence growth,
producer retention, and top-line revenue performance. For
operations and IT teams, fragmented compensation processes create
reconciliation burdens, disconnected workflows, and increasing
pressure on aging systems. For finance leaders, compensation
complexity infroduces audit challenges, forecasting uncertainty,

and operational inefficiency. For compliance teams, disconnected
producer and payment data can create governance blind spots in
an environment where oversight expectations continue to rise.
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When compensation is clear, connected,

and trusted, it reinforces alignment across the
distribution ecosystem. When it becomes difficult
fo reconcile, explain, or govern, it often exposes
deeper fragmentation already present within
the organization.

In a more interconnected market, carriers
need compensation systems that do more than
calculate payments. They need infrastructure
capable of connecting onboarding, licensing,
hierarchy management, producer data, and

compensation logic within a more coherent
operating environment.

As risk becomes more connected,
distribution must become more
connected too.
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Eal Interconnected risk changes how
carriers operate

The modern insurance market is defined less by isolated
disruptions than by the interaction of multiple pressures
operating simulfaneously across the business.

Carriers today must address financial market volatility,
climate-related losses, social inflation, reinsurance
constraints, changing capital conditions, evolving
consumer expectations, and heightened regulatory
scrutiny around governance and operational
transparency. None of these forces operate
independently for very long, and a change in one area
often creates consequences elsewhere.

Financial pressures can alter underwriting appetite.
Climate exposure can reshape pricing and market
participation. Reinsurance availability can affect growth

increase the importance of auditability and operational
visibility across producer management systems.

The result is a business environment defined less by
linear risk and more by inferconnected system:s.

The Global Risks Report 2026 frames this shift in tferms of
interconnected risk, which extends beyond underwriting
portfolios and investment strategies. A business
environment dominated by inferconnection affects how
carriers operate internally, including how they onboard
producers, manage hierarchies, maintain compliance,
calculate compensation, and govern distribution
relationships at scale.

\{
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strategy and distribution priorities. Regulatory scrutiny can

Distribution itself has become more structurally complex over

time. Multi-tiered hierarchies, varied producer relationships,
fragmented licensing requirements, evolving compensation
structures, and changing market conditions all place pressure on
carrier infrastructure. Individually, these challenges may appear
manageable. Collectively, they create an operating environment
that becomes increasingly difficult to govern through disconnected
systems and manual processes.

In many organizations, onboarding lives in one system, licensing in
another, compensation calculations somewhere else, and reporting
in spreadsheets or manually reconciled workflows maintained
outside official infrastructure. That fragmentation creates operational
friction—think of it as disfribution drag—that compounds as
distribution networks grow.
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How does distribution drag show up in a carrier’s
distribution practices? Disconnected systems can
delay onboarding for newly recruited agencies,
slowing growth initiatives and producer activation.
They can create inconsistent compensation
experiences that influence producer frust

and placement decisions. They can increase
reconciliation burdens for finance teams already
managing ever more complex commission structures.
Additionally, they can make it more difficult

for leadership teams to gain a clear, real-time
understanding of how distribution performance is
actually evolving across the organization.

In a connected risk environment,
operational fragmentation poses
additional risks.
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The quiet determinants of placement

The insurance industry has long understood the major forces that
shape producer placement decisions.

* Product competitiveness
* Underwriting flexibility
* Claims experience

* Relationships

But these factors alone do noft fully explain how placement
decisions are often made in practice, particularly in highly
competitive markets where multiple carriers offer relatively similar
products and service expectations. In those environments,
compensation becomes more influential than many

carriers assume.

Recent Celent research found that approximately 60% of life
insurance producers report compensation influences where
they place business. More than a quarter say compensation
directly determines placement decisions, while another third say
it becomes the deciding factor when competing products are
otherwise comparable.

That distinction is important because compensation rarely rescues
a weak carrier relationship on its own. Producers generally do not
tolerate poor service, inconsistent underwriting, or operational
friction simply because payouts are marginally higher.
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When multiple carriers satisfy baseline
expectations, compensation becomes
the mechanism that tips business in one
direction or another.
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The influence extends beyond commission percentages themselves.
Producers evaluate the full compensation experience—payment
timing, statement clarity, dispute resolution, hierarchy visibility,
reporting accessibility, and the ease with which compensation can
be understood and trusted.

Even relatively small operational inconsistencies by carriers can
shape producer placement behavior over time. For example:

* A delayed commission payment during a hierarchy transition.
* A licensing discrepancy that prevents payout processing.
* A producer statement that requires manual verification.

* A reporting delay that forces agencies to reconcile
commissions internally.

Individually, these moments may appear administrative. Collectively,
they shape how producers evaluate the carrier relationship.

Because producer placement directly affects written premium
growth, compensation is not only an issue of operational efficiency,
but an influence on top-line revenue.

The takeaway?e Compensation does not simply follow distribution
strategy downstream: It helps determine how distribution moves in the
first place.

[0 Vertafore
D4 Vertafore
Driven by dollars

Where the

money leads

Compensation’s role In Health
Insurance agent placement decisions.

Strategic Industry Report

C Read the reports >

% Celent.

vy & Creoton
Commesoneioy ve

M Verl:afore The Role of Compensation in a Connected Risk Environment | ¢


https://www.vertafore.com/smarter-agent-compensation-stronger-connections

The experience of compensation

For all its structural and financial complexity, compensation is experienced by producers in immediate and highly practical terms.
Agents do not engage with compensation in the abstract. They encounter it through payment schedules, commission statements, reporting

systems, producer portals, dispute processes, and the amount of effort required to reconcile what they believe they earned against with what
they were ultimately paid.

Research reinforces how significant the fransparency of this experience has become. 67% of producers rank clear and accurate compensation
statements as the most important compensation-related factor, above commission levels themselves. That finding reflects something more than
just a preference for clarity—it reflects the complicated reality of modern distribution that producers feel, too.
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Many agencies now operate across numerous carrier relationships
concurrently, navigating each of their highly varied hierarchy
structures, compensation agreements, and reporting environments.
Producers and agency administrators regularly compare statements
across carriers, validate calculations independently, and maintain
internal reconciliation processes to ensure accuracy.

When compensation systems are clear, connected, and easy to
interpret, producers can operate with confidence and focus on
growth. When they are not, producers adapt.

Agencies build their own spreadsheets. Finance teams create parallel
reconciliation processes. Administrators manually validate statements
against internal records. Producers maintain independent tracking
systems to confirm payouts.

What begins as an agency workaround gradually becomes a dual
accounting infrastructure, reflecting a loss of confidence in the official
carrier system itself. Worse, a direct loss of business is inevitable when
producers spend more time doublechecking their compensation
than placing new business.
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When compensation systems cannot reliably deliver clear, consistent,
and trusted outcomes, organizations begin creating a second
operational layer outside formal governance structures.

The emergence of parallel systems

These parallel systems are rarely designed intentionally. They emerge

gradually in response to operational friction. Over fime, however,
they can become deeply embedded within both carrier and
agency operations.

Finance teams reconcile across multiple systems because
compensation data cannot easily be frusted in a single environment.
Operations teams manually resolve hierarchy discrepancies during
onboarding or producer transitions. Agencies maintain independent
records because official statements lack sufficient visibility or
consistency. IT teams support growing collections of integrations,
spreadsheets, and local workarounds layered around legacy
infrastructure that was never designed to operate cohesively at scale.

That shadow infrastructure may continue functioning for years, but it
infroduces risks that compound over time. For example:

* Datainconsistency grows as multiple versions of performance
and payout data begin to coexist simultaneously.

* Audit preparation becomes more difficult because information
must be gathered across disconnected system:s.

* Leadership visibility weakens because reporting depends
increasingly on manual interpretation rather than system-level
fransparency.

® Overall, operational drag increases as employees shift from
execution fo reconciliation.

For IT teams, the burden becomes particularly difficult to sustain.
Legacy compensation environments often require extensive
maintenance, brittle integrations, and manual intervention
whenever hierarchy structures, compensation plans, or producer
relationships change. As Al and analytics initiatives place greater
demands on clean, connected data, fragmented systems become
even more problematic.

Compensation disputes can slow producer onboarding momentum.
Delayed hierarchy updates can affect downstream payment
accuracy. Inconsistent reporting can damage producer frust and
redirect placement activity toward carriers perceived as easier to
work with operationally.

At that point, compensation is no longer simply a payout process.
It becomes a producer’s most reliable indicator of whether or
not a carrier’s distribution strategy is functioning with coherence
and control.
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Compensation as a leading indicator

Because compensation intersects with financial accuracy,
compliance requirements, hierarchy structures, producer
relationships, and operational execution, it often surfaces
organizational problems earlier than other systems do.

Producers notice payment discrepancies quickly, and disputes can
reveal where system logic is unclear, where data integrity breaks
down, or where downstream processes are no longer aligned. That
makes compensation valuable not only as a financial mechanism,
but as a diagnostic one.

When compensation becomes difficult to understand, reconcile, or
tfrust, the issue is rarely isolated to compensation itself. More often, it
reflects fragmentation already present across onboarding workflows,
hierarchy management, licensing systems, producer records, or
operational governance. The more pervasive this fragmentation is,
the worse its negative impact on the ongoing strategic partnership.

Compensation does not cause organizational misalignment:
It reveals it.

For carriers, this reframing is strategically important because

it changes how modern compensation solutions should be
evaluated. The objective is not merely faster payment processing
or administrative efficiency, although both matter. The larger
objective is trust in overall distribution system’s utility.

A compensation fool that is clear and connected signals that

a carrier's distribution platform is functioning with ease and
visibility in mind. Alternatively, a compensation process that's
highly dependent on manual reconciliation, spreadsheet
verification, or repeated requests for clarification often indicates
deeper operational fragmentation that could negatively impact
growth, compliance, and the producer experience elsewhere in
the business.
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Structure, stability, and behavioral alignment

As compensation becomes more strategically important, its
influence on producer behavior becomes easier to observe.

Many producers consistently express a preference for structures
that provide predictability and continuity over time—residuall

or renewal compensation models, reliable payment schedules,
fransparent hierarchy visibility, and performance structures that
align with sustainable growth—features of long-term commission
plans that are highly valued by 80% of producers in Celent’s
research.

That preference reflects the realities of agency operations.
Agencies manage staffing, revenue forecasting, business planning,
and cash flow requirements much like any other business.
Compensation is therefore evaluated not only by payout size, but
by operational reliability and long-term consistency.

e e SRR
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With 62% of producers being highly motived by contests, contests still
matter, particularly in competitive growth environments, but incentives
tfend to work best when they operate inside systems producers
already trust.

A carrier may offer aggressive bonus structures, but if producers
routinely encounter delayed payments, unclear statements, licensing
issues, or reconciliation friction, the incentive itself loses effectiveness.
Conversely, carriers that provide clarity, consistency, and operational
responsiveness often strengthen producer confidence even when
compensation structures are relatively similar to competitors.

Carriers that can align compensation with their distribution objectives
gain more than efficiency alone. They gain stronger behavioral
alignment across the distribution ecosystem.

Compensation structures influence not

only producer satisfaction, but placement
behavior, retention, operational trust, and
ultimately growth performance.
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The case for connected infrastructure

As distribution complexity continues to increase, more
carriers are implementing connected operational
models that unify onboarding, licensing, hierarchy
management, producer data, and compensation within
a more integrated infrastructure.

Modern distribution environments require carriers to
coordinate growing amounts of producer information,
compensation logic, compliance validation, operational
reporting, and financial governance simultaneously.
Fragmented systems make that coordination difficult
because every disconnected workflow infroduces
addifional handoffs, reconciliation points, duplicate
records, and opportunities for inconsistency.

Connected infrastructure changes the operating model.
Integrated producer and compensation systems can reduce
manual reconciliation by centralizihng compensation logic and
hierarchy management within a more unified environment.
Real-time data exchange can improve visibility into producer
eligibility, onboarding status, and compensation activity across
teams. Connected workflows can reduce operational delays
that previously required extensive manual intervention between
finance, operations, compliance, and IT departments.

For finance leaders, this can improve auditability, forecasting
accuracy, and transparency around compensation obligations.
For IT teams, it can increase bandwidth by reducing the
maintenance burden created by multiple disconnected
compensation systems and spreadsheet-driven workflows. For
operations leaders, it can improve speed, consistency, and
visibility across the producer lifecycle. For executives, it creates
a clearer view of how distribution performance, producer
behavior, and growth strategy are interacting in practice.

In a connected risk environment, an integrated
infrastructure is strategically superior because
it provides carriers the most clear-eyed view of
the complexity to be managed.
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Strategic implications for carriers

The question facing carriers is no longer whether distribution
systems need to modernize. Instead, it's how much longer
can fragmented operating models remain competitive

in an environment defined by growing complexity, rising
expectations, and interconnected risk.

Disconnected systems may continue functioning for a period
of time, particularly within stable operating environments.

As distribution networks expand, however, compensation
structures evolve, regulatory expectations increase,

and producer expectations accelerate, fragmentation
becomes progressively harder to manage through manual
intervention alone.

Under these conditions, a carrier’'s operational teams must
spend more time reconciling outputs instead of improving
performance. Finance teams will struggle with visibility
across compensation obligations and reporting processes. IT

departments inevitably get buried under growing maintenance

burdens tied to aging infrastructure and disconnected

integrations. Amid these back-of-shop challenges, producers

lose confidence in systems that require repeated verification
and clarification. Most critically, a carrier’s leadership team

faces the challenge of leading without a fully connected view
of how distribution activity, producer behavior, compensation

performance, and growth outcomes intersect across
the organization.
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Carriers with fragmented distribution environments often

move more slowly when adapting compensation programs,
onboarding producers, restructuring hierarchies, or responding
to market opportunities. Carriers with more connected
infrastructure can execute strategies faster because the
underlying systems are designed to operate cohesively rather
than independently.

In a market defined by interconnection, these advantages
compound. Execution becomes more scalable and visibility
improves. Producer frust strengthens, operational resilience
increases, and growth initiatives become easier to coordinate
across the organization because the underlying systems
support alignment rather than fragmentation.
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A more connected system

Platforms like [>¢{ Sircon for Carriers reflect the
wider industry movement toward integrated distribution
management infrastructure.

For carriers attempting to reduce operational fragmentation, the
objective is not simply replacing legacy technology. It is creating
a more coherent operating environment capable of connecting
producer onboarding, licensing, hierarchy management,
compliance workflows, and compensation within a unified system.

That becomes especially important in compensation, which sits at
the intersection of multiple operational disciplines simultaneously.
Compensation depends on accurate hierarchy structures, validated
producer eligibility, connected producer records, reliable payment
logic, financial fransparency, and consistent reporting. When those
elements operate independently, complexity multiplies quickly.
When they operate together within a connected infrastructure,
compensation becomes easier to govern, easier to scale, and easier
to trust.

Solutions like > Sircon Compensation are designed for the
complexities of this reality.

By centralizing compensation logic, supporting complex

insurance hierarchies, enabling real-time visibility, and connecting
compensation processes more directly with producer management
workflows, carriers can reduce distribution drag while improving
clarity across the producer experience.

A more connected distribution environment gives carriers a clearer
way to manage growth, maintain compliance, improve producer
relationships, strengthen financial visibility, and govern operational
complexity across the distribution ecosystem itself.
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A note from our experts:

Dealing with integration issues can become a
significant ongoing maintenance challenge when
the producer management system is separate from
the commission system. If the two systems are not
synchronized with the latest producer, contract, and
hierarchy information, it can result in delayed or
inaccurate commission payments.

For example, if a newly onboarded producer in the
producer management system is not synced to the
compensation system, commission payments may
be delayed.

If a hierarchy change made in the producer
management system does not sync to the
compensation system, commissions may be paid to
the wrong agencies or agents.
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Having clear visibility info commission, advance,
and bonus schedules—including what is configured,
how it is configured, and how commissions are
processed—enables organizations to manage
compensation plan changes more efficiently.
Commission users can also leverage bulk download
and upload capabilities to streamline and manage
these compensation plan updates at scale.

Providing agencies and agents with access to
commission calculations and statements through
Sircon portals increases fransparency and clarity
for carriers. This helps reduce inquiries, improve trust,
and drive greater operational efficiency.

Scaling new products and configuring commission
plans for those products is a self-service capability
that can be completed quickly and efficiently
through a simple, sfreamlined process. This helps to
improve operational efficiency, accelerate product
launches, and ensure new products are commission-
ready in a shorter timeframe.

Sreenivas Manchineella
Professional Services
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Conclusion

Clarity IS the strategy

Insurance has always centered on managing risk; today, the biggest Compensation is the center of this system, and it reveals to producers
change is the scope and permeation of that risk. Risk extends how effectively disparate parts of the carrier organization are
beyond policies, portfolios, and capital exposure—increasingly, it functioning. When compensation is clear, it reinforces operational
resides within the operational systems that connect distribution itself. alignment and producer confidence. When compensation is difficult,
Those systems consist of all the technological infrastructure it exposes fragmentation within the larger distribution environment.
responsible for onboarding producers, managing hierarchies, The carriers that approach compensation not merely as a payout
mainfaining compliance, calculating compensation, and function but as a strategic signal to be leveraged can gain visibility
governing growth across complex distribution environments. info how growth, risk, producer behavior, operational control, and

distribution performance are actually interacting across the business.
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The InsurTech partner of choice

The technology capabilities of Vertafore

technology, has built and delivered best-in-class InsurTech are unparalleled.

solutions to connect every point of the insurance
distribution channel. Carriers can streamline operations,
improve efficiency, and ultimately strengthen their
position in the market.

Since 1969, Vertafore, the leader in modern insurance m

1,200+

Carrier groups

With Vertafore’s integrative and connective insurance
technology, carriers can: 15K

Agencies ﬂ

* Improve ease of quoting and underwriting response times for
stronger sales.

* Ensure agent compensation is accessible, reliable,
and competitive.

* Deliver clear and fimely information to agents during claims
so they can provide better support to their end-insured

customers. 1.7M+ 19
e Insurance State
* Digitize and automate manual processes so they can be governments

professionals °
more readily updated to meet evolving business needs. i'i
50+

Association
partnerships

Learn More
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Ready to take the next step?
Contact us or call 800.444.4813
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