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Executive Summary

The real estate industry is undergoing a profound economic and structural
transformation that is rapidly eroding the viability of the part-time or low-volume
agent. This report forecasts a significant acceleration in the attrition of marginal
agents, driven by a confluence of market forces, regulatory shifts, and technological
advancements. The traditional model, which has sustained a large pool of agents with
minimal transaction volume, is becoming economically unsustainable for both the
individual agent and the brokerage ecosystem.

Analysis of recent market data reveals a stark concentration of productivity. As of 2024,
an estimated 71% of active real estate agents did not close a single transaction in
the preceding year, while the top 30% of agents accounted for virtually all transaction
volume [1]. This severe disparity highlights a critical inefficiency in the current
licensing and brokerage structure. The economic burden of supporting a large,
unproductive agent base—through overhead, training, and compliance—is
increasingly untenable, especially as commission structures face downward pressure
from legal and market challenges.

The forecast for the part-time agent is one of accelerating obsolescence. Rising
operational costs, including brokerage fees, MLS dues, and technology subscriptions,
combined with inconsistent income, are pushing the majority of low-volume agents
into a financially precarious position. Furthermore, the increasing complexity of
transactions, driven by new disclosure requirements and evolving consumer
expectations for professional expertise, necessitates a full-time commitment that the
part-time model cannot meet. ARIG projects that the economic and competitive



pressures will lead to a substantial reduction in the total number of licensed agents,
resulting in a more professionalized, high-volume industry.

The strategic implication for brokerages and the wider industry is clear: a shift from a
volume-of-agents model to a productivity-and-value model is imperative. Brokerages
must prioritize the recruitment, retention, and technological enablement of high-
performing, full-time professionals. The market is correcting its oversupply of marginal
participants, and only those agents who treat real estate as a full-time, data-driven
profession will survive and thrive in the new economic landscape.

1. The Economic Reality of Agent Oversupply

The real estate industry has long been characterized by a low barrier to entry, leading
to a persistent oversupply of licensed professionals. With approximately 1.5 million
Realtors nationwide, the ratio of agents to annual home sales is disproportionately
high, creating an intensely competitive environment where only a fraction of
participants achieve meaningful success [1] [2].

1.1. The Productivity Paradox

The most compelling evidence for the obsolescence of the part-time agent lies in the
extreme skew of transaction volume. Data indicates that the vast majority of business
is concentrated among a small elite.
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Source: ARIG analysis based on Redfin/Inman data and industry reports [1] [3]

The finding that 71% of agents closed zero transactions in a recent year underscores
a fundamental economic inefficiency [1]. These agents, while licensed, contribute little



to the market’ s function but impose a significant administrative and compliance cost
on the brokerage system. This segment is the primary target for market-driven
attrition.

1.2. The Cost of Marginal Participation

For the part-time agent, the financial equation is increasingly negative. The fixed costs
of maintaining a license, including state fees, MLS dues, lockbox fees, E&O insurance,
and continuing education, can easily exceed several thousand dollars annually.

Fixed Annual Cost Component Estimated Annual Cost (USD)
Brokerage Desk/Tech Fees 1,200—6,000

MLS Dues & Access 500—1,500

Association Dues (Local/State/National) 800—1,500

Errors & Omissions (E&Q) Insurance 500—1,000

Continuing Education & Licensing 200—500

Total Estimated Fixed Cost 3,200—10,500+

Source: ARIG estimates based on industry averages

As illustrated in Figure 1: Part-Time Agent Viability (parttime_viability.png), an agent
must complete a minimum number of transactions simply to break even. For an agent
with a low average transaction price and high fixed costs, this break-even point may
require 2-3 transactions, a threshold that the majority of agents fail to meet. The part-
time agent is effectively subsidizing the industry’ s infrastructure without generating
sufficient revenue to justify their participation.

Figure 1: Part-Time Agent Viability
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2. Market and Regulatory Headwinds

The economic forecast for the part-time agent is further darkened by significant
market and regulatory shifts that demand a higher level of professional commitment
and expertise.

2.1. Commission Compression and Fee Structures

The real estate industry is facing unprecedented pressure on commission structures.
Legal challenges, most notably the recent class-action lawsuits and subsequent
settlements, are fundamentally altering how buyer-broker compensation is negotiated
and disclosed. This shift will likely lead to:

e Increased Negotiation: Clients, now more aware of negotiable commissions, will
demand greater value and transparency, making it harder for low-volume agents
to justify their split.

e Declining Gross Commission Income (GCl): A significant portion of active
agents (42%) anticipate declining commissions as a major challenge in the next
five years [1]. Lower commissions mean the break-even point for part-time
agents will rise, requiring even more transactions to maintain profitability.

2.2. Technological Disruption and Professionalization

Technology, particularly the rise of sophisticated platforms and Artificial Intelligence
(Al), is raising the bar for agent performance. While technology was once a tool for all,
itis now a force for professionalization:

e Data-Driven Expertise: Full-time agents leverage advanced CRM, market
analytics, and Al tools to provide superior, data-driven advice. Part-time agents
often lack the time, training, or capital to effectively utilize these tools, rendering
their service less competitive.

e Consumer Expectations: Modern consumers, armed with data from Zillow,
Redfin, and other portals, expect their agent to be a highly specialized, full-time
consultant, not a casual intermediary. The perceived value of a part-time agent is
rapidly diminishing.



2.3. The Cost of Compliance and Risk

The post-settlement regulatory environment is characterized by increased complexity
and risk. New disclosure forms, mandatory buyer-broker agreements, and heightened
scrutiny on fiduciary duties require constant attention and specialized training.

As shown in Figure 2: Part-Time Agent Costs (parttime_costs.png), the cost of non-
compliance and the risk of litigation are disproportionately high for the part-time
agent who is less engaged with ongoing training and regulatory updates. Brokerages,
facing increased liability, will be incentivized to shed low-producing agents who
represent a high risk-to-reward ratio.

Figure 2: Part-Time Agent Costs
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3. Strategic Implications and Conclusion

The economic forecast points to an inevitable and necessary contraction of the real
estate agent population. The part-time agent, a relic of a less professionalized era, is
becoming economically obsolete. This is not a cyclical downturn but a structural
correction that will redefine the industry’ s workforce.

3.1. Forecasted Industry Contraction

ARIG forecasts a 25-35% reduction in the total number of active licensed agents over
the next five years, driven primarily by the attrition of the 71% who are currently non-
transacting or marginal. This contraction will be a positive development for the
industry, leading to:

1. Higher Professional Standards: Remaining agents will be full-time, highly
productive professionals, leading to better consumer outcomes.

2. Improved Brokerage Efficiency: Brokerages will operate with lower overhead
and a higher average revenue per agent, allowing for greater investment in
technology and support for their top performers.

3. Increased Agent Income: The remaining agents will capture a larger share of the
total transaction volume, leading to a higher median income for the professional



agent.

3.2. Strategic Recommendations for ARIG Stakeholders

For brokerages, technology providers, and investors aligned with ARIG’ s mission, the
following strategic imperatives are recommended:

¢ Invest in Productivity Platforms: Shift technology investment away from
broad-based tools for all agents and toward high-end, data-intensive platforms
that maximize the efficiency of the top 15% of agents.

e Adopta “Productivity-First” Model: Restructure brokerage fee schedules and
support systems to actively discourage marginal participation. Implement
stricter minimum transaction requirements and higher fees for low-volume
agents.

e Focus on Full-Time Recruitment: Prioritize the recruitment of individuals who
view real estate as a primary, full-time career, emphasizing the need for
specialized knowledge in finance, technology, and local market dynamics.

The obsolescence of the part-time agent is not a matter of if, but when. The economic
forces are aligned, and the market is already executing the correction. The future of
the real estate industry belongs to the full-time, data-driven professional.
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