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Production Labor Cost per Mortgage Originated
Definition & Measurement Details

The total mortgage loan production personnel expense (all salary, commissions and benefits related to mortgage sales and origination) incurred by the 
organization divided by the total number of mortgage loans originated by the organization over the same period of time.

Production Labor Cost per Mortgage Originated measures the average 
labor cost incurred by the organization to originate, or close, a single 
mortgage loan. Labor expenses typically comprise 55%-70% of 
total origination unit cost. High labor costs may be related to various 
organizational shortcomings, including: redundant job positions within the 
origination process (e.g., Loan Processors and Loan Specialists perform 
similar, overlapping tasks), low pull-through rates, extended closing cycle 
times and lower than average Loan Officer production volumes can all 
contribute to high labor costs on a per mortgage basis. Several common 
improvement opportunities can be addressed to reduce average labor 
cost per loan: simple and transparent KPIs to measure Loan Officer 
production, better methods to track loan documentation and status, 
standardized pre-approval checkpoints, and the use of alternate channels 
to collect borrower application data (e.g., the internet and mobile devices) 
can help to improve cost-effectiveness, efficiency and overall customer 
service levels.

Unit Cost: Mortgage Loan Origination, Mortgage Closing Cycle Time, 
Mortgage Pull-Through Rate, Mortgage Applications per Processor

Total Mortgage Loan Origination Labor Expense / Total Number of 
Mortgage Loans Closed

Two numbers are used to calculate this KPI: (1) total labor expense 
incurred by the organization related to mortgage loan sales and 
origination over a given time period, and (2) the total number of mortgage 
loans originated (i.e., closed and funded) by the organization over the 
same period of time. Total mortgage loan origination labor costs should 
include salary/wages, commissions, bonuses and benefits costs related 
to all origination-related job positions. Common mortgage loan origination 
job positions typically include Loan Officers, Underwriters, Loan 
Processors and Loan Closers.  A closed loan is considered a mortgage 
that has been funded by the institution; do not include loans that have 
not yet been formally closed in the denominator for this calculation. 
Include only mortgage loan-related costs and volumes (including new 
mortgages and refinances) in this calculation.

What is Production Labor Cost per Mortgage Originated?

Formula

Why should this KPI be measured? How is this KPI calculated?

Related KPIs

ABRIDGED CONTENT

Purchase to View Full Definition & Measurement Details!
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Production Labor Cost per Mortgage Originated
Benchmarks & Characteristics of High Performers

Production Labor Cost per Mortgage Originated
Total Mortgage Loan Origination Labor Expense / Total Number of Mortgage Loans Closed

How to read this chart: This chart summarizes the performance gaps between high (Top 5%), mid 

(Median) and low (Bottom 5%) performers for this Key Performance Indicator (KPI). For example, the 

column labeled “Top 5%” represents a company that outperformed 95% of the peer group observed 

for this metric.
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KPI Type: XX

Unit: XX

Is High or Low Best?: XX

Characteristics of High Performers

• KPIs are well-defined, tracked and tied to 
performance reviews

• Robust self-service options for customer 
(online FAQs, etc.)

• Agents cross-trained to handle and resolve 
multiple call types

• KPIs are well-defined, tracked and tied to 
agent performance reviewsSAMPLE CONTENT

Purchase to View Actual Benchmarking Data!
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