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Abstract

In the past few years, many states have responded to the increasing number of
limited service brokers by passing minimum service requirements. Limited service
brokers can be viewed as those brokers who are offering their marketing and
representative services A La Carte as opposed to the more traditional full-services
brokers offering of a Table D’hote (one size fits all) for their services. Supporters
claim the legislation is necessary to protect consumers who are otherwise hurt by
limited service brokers, but critics assert that this legislation is anti-competitive
and not necessary. This study provides empirical evidence that sellers using
limited service brokers experience a trade-off between a higher selling price and
longer marketing spans with accompanying lower probabilities of finding a buyer

during a given marketing period.
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Notes

1. Though not technically correct, the term broker is used in this work to
represent both the brokerage company and the salespeople within that

company. The term agent is specifically avoided so as to avoid confusion over

being an agent and agency duties.
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. These anecdotes are reported in many news stories, including the February
2006 edition of Realtor® magazine in an article entitled “Is Real Estate

Anticompetitive?”

. The letter from the DOJ and FTC to the Alabama Senate can be found here:
http://www.justice.gov/atr/public/comments/209001.htm. Comments by the
DOJ and FTC to other states can be found here:

http://www.justice.gov/atr/public/real estate/fee details.htm.

. The District of Columbia (D.C.) is reported as a state in this present study. The
district has its own licensing requirements, is represented by its own
Association of Realtors® within NAR, and is at the doorstep of the Federal
government; therefore, it seems reasonable to account for this area

independently in this study.

. While there is no mandate that MSR only cover services to sellers, Alabama’s,
the sampled state, MSRs are aimed exclusively at sellers. Anecdotally, this
seems to be the case in most states. Omission of buyers from MSRs could
possibly lead to some inequities. However, this issue is beyond the scope of

this present study.

. While the authors do not directly control for marketing time in their hedonic
pricing models, they do include a control variable for the impact of unsold

properties.

. Similar to the difficulties experienced by Levitt and Syverson, it is likely that
some “one-off” limited service marketing arrangements were made by brokers
in traditional full-service firms. However, these numbers are most certainly
small and their presence in the pool of full-service brokers only serves to
strengthen this present study’s results in that but for their appearance in the

full-service pool by some limited service brokerage arrangements significance
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8.

levels would be greater than reported. Additionally, isolating and removing
these observations is not feasible due to the nature of the definition of limited

service brokers and corresponding paucity of the data.

While the sample market is well known for its stability, specifying a market-
swing control (FEDFUNDS) captures any variability caused by market

condition to which rates are historically tied.

The validity of the instrumental variables is always a concern with 2SLS
modeling. In order to address this issue, the Sargan test is performed. The
results indicate that our instruments are uncorrelated to our residuals and are

therefore satisfactory instruments.

10. Rutherford, Springer, and Yavas (2007) do not jointly estimate property price

11.

and time on market while examining the impact of broker-owned
condominiums on these two metrics. However, the authors do incorporate
information regarding unsold properties into their reported hedonic
estimations. In addition, a similar work in the commercial literature by
Fisher, Gatzlaff, Geltner, and Haurin (2004) investigates the determinants of

transactional frequency.

Some might question the level of significance associated with LSB in Table 4,
however if one considers that a Type II error (beta error), which is
essentially a false negative is what is most important here, acceptance at the
10% level seems reasonable. More specifically, while there is strong evidence
to support longer marketing spans and lower probabilities of a transaction, it
seems unwise to not consider weaker but otherwise convincing evidence that
a choice is being made by consumers. Failure to recognize the possibility of
this tradeoff only supports one side of the argument, while recognizing this
tradeoff suggests something entirely different than what has been proposed

by the two competing factions is occurring.



12. This interpretive value comes from exponential of the LSB coefficient in
Table 4 and adding 22% to the mean marketing time for all properties from
Table 3.

13. See Zumpano, Elder and Baryla (1996)

14 . In actuality, given that full-service commission are market driven to a certain
market rate, the average fee from limited service brokers will be less if only
one seller takes less than the full amount of marketing and representative
services from a limited service broker. Thus, limited service brokers are less
expensive than their full-service counterparts because of itemization and not
due to brokers (such as discount brokers) discounting their fees. This is all
speculation of course as listing side commissions are not available in the

data for this study.

15. This might be the case for homeowners of modest means who have benefited

from very rapid house appreciation.

16. Here overpricing is expressed as how far the list price is above or below the
fitted value from the hedonic pricing model of list price (in percentage).
Overpricing could also be due to uninformed sellers setting higher prices.
This seems unlikely in light of the pricing premium associated with limited
service brokers. Specifically, if this was the case, it would require sellers to
systematically overprice and buyers to accept this overpricing, which seems

unlikely in a competitive market.

17. Zumpano, Elder, and Baryla (1996) present evidence that distant movers and
first-time, inexperienced home sellers are more likely to choose full-service

brokers.

References



Allen, M. T., Faircloth, S., Forgey, F., & Rutherford, R. C. (2003). Salespersons
compensation and performance in the housing market. Journal of the Academy of
Finance, 1, 62-71.

Google Scholar

Anglin, P. M. (2006). Value and liquidity under changing market conditions.
Journal of Housing Economics, 15(4), 293-304.

Article Google Scholar

Anglin, P. M., Rutherford, R. C., & Springer, T. M. (2003). The trade-off between
selling price of residential properties and time-on-the-market: the impact of price

setting. Journal of Real Estate Finance and Economics, 26, 95-11.

Article Google Scholar

Asabere, P. K., Huffman, F. E., & Mehdian, S. (1993). Mispricing and optimal time
on the market. Journal of Real Estate Research, 8, 149-156.

Google Scholar

Cubbin, J. S. (1974). Price, quality, and selling time in the housing market.
Applied Economics, 6, 171-187.

Article Google Scholar

Elder, H. W,, Zumpano, L. V., & Baryla, E. A. (2000). Buyer brokers: do they make
a difference? Their influence on selling price and search duration. Real Estate
Economics, 28, 337-362.

Article Google Scholar

Forgey, F. A., Rutherford, R. C., & Springer, T. M. (1996). Search and liquidity in


http://scholar.google.com/scholar_lookup?&title=Salespersons%20compensation%20and%20performance%20in%20the%20housing%20market&journal=Journal%20of%20the%20Academy%20of%20Finance&volume=1&pages=62-71&publication_year=2003&author=Allen%2CMT&author=Faircloth%2CS&author=Forgey%2CF&author=Rutherford%2CRC
https://doi.org/10.1016%2Fj.jhe.2006.10.003
http://scholar.google.com/scholar_lookup?&title=Value%20and%20liquidity%20under%20changing%20market%20conditions&journal=Journal%20of%20Housing%20Economics&doi=10.1016%2Fj.jhe.2006.10.003&volume=15&issue=4&pages=293-304&publication_year=2006&author=Anglin%2CPM
https://doi.org/10.1023%2FA%3A1021526332732
http://scholar.google.com/scholar_lookup?&title=The%20trade-off%20between%20selling%20price%20of%20residential%20properties%20and%20time-on-the-market%3A%20the%20impact%20of%20price%20setting&journal=Journal%20of%20Real%20Estate%20Finance%20and%20Economics&doi=10.1023%2FA%3A1021526332732&volume=26&pages=95-11&publication_year=2003&author=Anglin%2CPM&author=Rutherford%2CRC&author=Springer%2CTM
http://scholar.google.com/scholar_lookup?&title=Mispricing%20and%20optimal%20time%20on%20the%20market&journal=Journal%20of%20Real%20Estate%20Research&volume=8&pages=149-156&publication_year=1993&author=Asabere%2CPK&author=Huffman%2CFE&author=Mehdian%2CS
https://doi.org/10.1080%2F00036847400000017
http://scholar.google.com/scholar_lookup?&title=Price%2C%20quality%2C%20and%20selling%20time%20in%20the%20housing%20market&journal=Applied%20Economics&doi=10.1080%2F00036847400000017&volume=6&pages=171-187&publication_year=1974&author=Cubbin%2CJS
https://doi.org/10.1111%2F1540-6229.00804
http://scholar.google.com/scholar_lookup?&title=Buyer%20brokers%3A%20do%20they%20make%20a%20difference%3F%20Their%20influence%20on%20selling%20price%20and%20search%20duration&journal=Real%20Estate%20Economics&doi=10.1111%2F1540-6229.00804&volume=28&pages=337-362&publication_year=2000&author=Elder%2CHW&author=Zumpano%2CLV&author=Baryla%2CEA

single-family housing. Real Estate Economics, 24, 273-292.

Article Google Scholar

Geltner, D., Kluger, B., & Miller, N. (1988). Optimal price and selling effort from
the perspectives of the broker and seller. Journal of the American Real Estate and

Urban Economics Association, 19, 1-24.

Article Google Scholar

Glower, M., Haurin, D. R., & Hendershott, P. H. (1998). Selling time and selling

price: the influence of seller motivation. Real Estate Economics, 26, 719-740.

Google Scholar

Haag, ]J. T., Rutherford, R. C., & Thomson, T. A. (2000). Real estate agent remarks:
help or hype? Journal of Real Estate Research, 20, 205-215.

Google Scholar

Haurin, D. (1988). The duration of marketing time of residential housing. Journal

of the American Real Estate and Urban Economics Association, 16, 396-410.

Article Google Scholar

Huang, J., & Rutherford, R. C. (2007). Who you going to call? Performance of
realtors and non-realtors in a MLS setting. Journal of Real Estate Finance and
Economics, 35, 77-93.

Article Google Scholar

Johnson, K. H., Zumpano, L. V., & Anderson, R. I. (2008). Intra-firm real estate
brokerage compensation choices and agent performance. Journal of Real Estate
Research, 30(4), 423-440.

Google Scholar



https://doi.org/10.1111%2F1540-6229.00691
http://scholar.google.com/scholar_lookup?&title=Search%20and%20liquidity%20in%20single-family%20housing&journal=Real%20Estate%20Economics&doi=10.1111%2F1540-6229.00691&volume=24&pages=273-292&publication_year=1996&author=Forgey%2CFA&author=Rutherford%2CRC&author=Springer%2CTM
https://doi.org/10.1111%2F1540-6229.00537
http://scholar.google.com/scholar_lookup?&title=Optimal%20price%20and%20selling%20effort%20from%20the%20perspectives%20of%20the%20broker%20and%20seller&journal=Journal%20of%20the%20American%20Real%20Estate%20and%20Urban%20Economics%20Association&doi=10.1111%2F1540-6229.00537&volume=19&pages=1-24&publication_year=1988&author=Geltner%2CD&author=Kluger%2CB&author=Miller%2CN
http://scholar.google.com/scholar_lookup?&title=Selling%20time%20and%20selling%20price%3A%20the%20influence%20of%20seller%20motivation&journal=Real%20Estate%20Economics&volume=26&pages=719-740&publication_year=1998&author=Glower%2CM.&author=Haurin%2CD.%20R.&author=Hendershott%2CP.%20H.
http://scholar.google.com/scholar_lookup?&title=Real%20estate%20agent%20remarks%3A%20help%20or%20hype%3F&journal=Journal%20of%20Real%20Estate%20Research&volume=20&pages=205-215&publication_year=2000&author=Haag%2CJT&author=Rutherford%2CRC&author=Thomson%2CTA
https://doi.org/10.1111%2F1540-6229.00463
http://scholar.google.com/scholar_lookup?&title=The%20duration%20of%20marketing%20time%20of%20residential%20housing&journal=Journal%20of%20the%20American%20Real%20Estate%20and%20Urban%20Economics%20Association&doi=10.1111%2F1540-6229.00463&volume=16&pages=396-410&publication_year=1988&author=Haurin%2CD
https://link.springer.com/doi/10.1007/s11146-007-9029-7
http://scholar.google.com/scholar_lookup?&title=Who%20you%20going%20to%20call%3F%20Performance%20of%20realtors%20and%20non-realtors%20in%20a%20MLS%20setting&journal=Journal%20of%20Real%20Estate%20Finance%20and%20Economics&doi=10.1007%2Fs11146-007-9029-7&volume=35&pages=77-93&publication_year=2007&author=Huang%2CJ&author=Rutherford%2CRC
http://scholar.google.com/scholar_lookup?&title=Intra-firm%20real%20estate%20brokerage%20compensation%20choices%20and%20agent%20performance&journal=Journal%20of%20Real%20Estate%20Research&volume=30&issue=4&pages=423-440&publication_year=2008&author=Johnson%2CKH&author=Zumpano%2CLV&author=Anderson%2CRI

Knight, J. R. (2002). Listing price, time on market, and ultimate selling price:

causes and effects. Real Estate Economics, 30, 213-237.

Article Google Scholar

Larsen, ]J. E., & Park, W. J. (1989). Non-uniform percentage brokerage
commissions and real estate market performance. Journal of the American Real
Estate and Urban Economics Association, 17, 422-438.

Article Google Scholar

Levitt, S. D., & Syverson, C. (2008). Antitrust implications of outcomes when
home sellers use flat-fee real estate agents. Brookings-Wharton Papers on Urban
Affairs: 47-89.

Mantrala, S. M., & Zabel, E. (1995). The housing market and real estate brokers.
Real Estate Economics, 23, 161-185.

Article Google Scholar

Miller, N. G. (1978). Time on the market and selling price. Journal of the

American Real Estate and Urban Economics Association, 6, 164-174.

Article Google Scholar

Munneke, H. J., & Yavas, A. (2001). Incentives and performance in real estate

brokerage. Journal of Real Estate Finance and Economics, 22, 5-21.

Article Google Scholar

Rosen, S. (1974). Hedonic prices and implicit markets: product differentiation in

pure competition. Journal of Political Economy, 82, 35-55.

Google Scholar



https://doi.org/10.1111%2F1540-6229.00038
http://scholar.google.com/scholar_lookup?&title=Listing%20price%2C%20time%20on%20market%2C%20and%20ultimate%20selling%20price%3A%20causes%20and%20effects&journal=Real%20Estate%20Economics&doi=10.1111%2F1540-6229.00038&volume=30&pages=213-237&publication_year=2002&author=Knight%2CJR
https://doi.org/10.1111%2F1540-6229.00501
http://scholar.google.com/scholar_lookup?&title=Non-uniform%20percentage%20brokerage%20commissions%20and%20real%20estate%20market%20performance&journal=Journal%20of%20the%20American%20Real%20Estate%20and%20Urban%20Economics%20Association&doi=10.1111%2F1540-6229.00501&volume=17&pages=422-438&publication_year=1989&author=Larsen%2CJE&author=Park%2CWJ
https://doi.org/10.1111%2F1540-6229.00662
http://scholar.google.com/scholar_lookup?&title=The%20housing%20market%20and%20real%20estate%20brokers&journal=Real%20Estate%20Economics&doi=10.1111%2F1540-6229.00662&volume=23&pages=161-185&publication_year=1995&author=Mantrala%2CSM&author=Zabel%2CE
https://doi.org/10.1111%2F1540-6229.00174
http://scholar.google.com/scholar_lookup?&title=Time%20on%20the%20market%20and%20selling%20price&journal=Journal%20of%20the%20American%20Real%20Estate%20and%20Urban%20Economics%20Association&doi=10.1111%2F1540-6229.00174&volume=6&pages=164-174&publication_year=1978&author=Miller%2CNG
https://doi.org/10.1023%2FA%3A1007879109026
http://scholar.google.com/scholar_lookup?&title=Incentives%20and%20performance%20in%20real%20estate%20brokerage&journal=Journal%20of%20Real%20Estate%20Finance%20and%20Economics&doi=10.1023%2FA%3A1007879109026&volume=22&pages=5-21&publication_year=2001&author=Munneke%2CHJ&author=Yavas%2CA
http://scholar.google.com/scholar_lookup?&title=Hedonic%20prices%20and%20implicit%20markets%3A%20product%20differentiation%20in%20pure%20competition&journal=Journal%20of%20Political%20Economy&volume=82&pages=35-55&publication_year=1974&author=Rosen%2CS

Rutherford, R. C., Springer, T. M., & Yavas, A. (2001). The impact of contract type

on broker performance. Real Estate Economics, 29, 389-409.

Article Google Scholar

Rutherford, R. C., Springer, T. M., & Yavas, A. (2005). Conflicts between
principals and agents: evidence from residential brokerage. Journal of Financial
Economics, 76, 627-665.

Article Google Scholar

Sirmans, G. S., Macpherson, D. A., & Zietz, E. N. (2005). The composition of

hedonic price models. Journal of Real Estate Literature, 13, 1-44.

Google Scholar

Turnbull, G. K., & Dombrow, J. (2007). Individual agents, firms, and the real
estate brokerage process. Journal of Real Estate Finance and Economics, 35, 57-
76.

Article Google Scholar

Zuehlke, T. W. (1987). Duration dependence in the housing market. Review of
Economics and Statistics, 69(4), 701-709.

Article Google Scholar

Zumpano, L., Elder, H., & Baryla, E. (1996). Buying a home and the decision to
use a real estate broker. Journal of Real Estate Finance and Economics, 13, 169-
181.

Article Google Scholar

Author information


https://doi.org/10.1111%2F1080-8620.00016
http://scholar.google.com/scholar_lookup?&title=The%20impact%20of%20contract%20type%20on%20broker%20performance&journal=Real%20Estate%20Economics&doi=10.1111%2F1080-8620.00016&volume=29&pages=389-409&publication_year=2001&author=Rutherford%2CRC&author=Springer%2CTM&author=Yavas%2CA
https://doi.org/10.1016%2Fj.jfineco.2004.06.006
http://scholar.google.com/scholar_lookup?&title=Conflicts%20between%20principals%20and%20agents%3A%20evidence%20from%20residential%20brokerage&journal=Journal%20of%20Financial%20Economics&doi=10.1016%2Fj.jfineco.2004.06.006&volume=76&pages=627-665&publication_year=2005&author=Rutherford%2CRC&author=Springer%2CTM&author=Yavas%2CA
http://scholar.google.com/scholar_lookup?&title=The%20composition%20of%20hedonic%20price%20models&journal=Journal%20of%20Real%20Estate%20Literature&volume=13&pages=1-44&publication_year=2005&author=Sirmans%2CGS&author=Macpherson%2CDA&author=Zietz%2CEN
https://link.springer.com/doi/10.1007/s11146-007-9025-y
http://scholar.google.com/scholar_lookup?&title=Individual%20agents%2C%20firms%2C%20and%20the%20real%20estate%20brokerage%20process&journal=Journal%20of%20Real%20Estate%20Finance%20and%20Economics&doi=10.1007%2Fs11146-007-9025-y&volume=35&pages=57-76&publication_year=2007&author=Turnbull%2CGK&author=Dombrow%2CJ
https://doi.org/10.2307%2F1935966
http://scholar.google.com/scholar_lookup?&title=Duration%20dependence%20in%20the%20housing%20market&journal=Review%20of%20Economics%20and%20Statistics&doi=10.2307%2F1935966&volume=69&issue=4&pages=701-709&publication_year=1987&author=Zuehlke%2CTW
https://link.springer.com/doi/10.1007/BF00154054
http://scholar.google.com/scholar_lookup?&title=Buying%20a%20home%20and%20the%20decision%20to%20use%20a%20real%20estate%20broker&journal=Journal%20of%20Real%20Estate%20Finance%20and%20Economics&doi=10.1007%2FBF00154054&volume=13&pages=169-181&publication_year=1996&author=Zumpano%2CL&author=Elder%2CH&author=Baryla%2CE

Authors and Affiliations

Department of Finance, Real Estate, and Legal Studies, The University of
Southern Mississippi, 118 College Dr #5072, Hattiesburg, MS, 39406-
5072, USA

Kimberly R. Goodwin

Department of Finance and Real Estate, Florida International University,
11200 SW 8th Street, Miami, FL, 33199, USA

Ken H. Johnson

Department of Economics, Finance, and Legal Studies, The University of
Alabama, P.O. Box 870224, Tuscaloosa, AL, 35487-0224, USA

Leonard V. Zumpano

Corresponding author

Correspondence to Leonard V. Zumpano.

Rights and permissions

Reprints and permissions

About this article

Cite this article

Goodwin, K.R., Johnson, K.H. & Zumpano, L.V. Minimum Service Requirements, Limited Brokers and
Menuing of Services. J Real Estate Finan Econ 45, 471-490 (2012). https://doi.org/10.1007/s11146-010-
9267-y

Published Issue Date
24 August 2010 August 2012
DOI

https://doi.org/10.1007/s11146-010-9267-y


mailto:lzumpano@cba.ua.edu
https://s100.copyright.com/AppDispatchServlet?title=Minimum%20Service%20Requirements%2C%20Limited%20Brokers%20and%20Menuing%20of%20Services&author=Kimberly%20R.%20Goodwin%20et%20al&contentID=10.1007%2Fs11146-010-9267-y&copyright=Springer%20Science%2BBusiness%20Media%2C%20LLC&publication=0895-5638&publicationDate=2010-08-24&publisherName=SpringerNature&orderBeanReset=true

Keywords

Limited service broker Minimum service requirements Selling_price

Time on market

Search

Search by keyword or author

Navigation

Find a journal
Publish with us

Track your research


https://link.springer.com/search?query=Limited%20service%20broker&facet-discipline=%22Economics%22
https://link.springer.com/search?query=Minimum%20service%20requirements&facet-discipline=%22Economics%22
https://link.springer.com/search?query=Selling%20price&facet-discipline=%22Economics%22
https://link.springer.com/search?query=Time%20on%20market&facet-discipline=%22Economics%22
https://link.springer.com/journals/a/1
https://www.springernature.com/gp/authors
https://link.springernature.com/home/

