who pays realtor commission on new construction

who pays realtor commission on new construction is a common question among prospective homebuyers,
real estate agents, and builders alike. Understanding the payment structure of realtor commissions when
purchasing new construction homes is crucial for all parties involved. Typically, realtor commissions are
factored into the overall transaction but the specifics can vary depending on local market practices, builder
policies, and negotiation terms. This article explores who is responsible for paying the realtor commission
on new construction properties, how commissions are structured, and what buyers and agents should know
before engaging in such transactions. Additionally, it covers the differences between new construction and
resale home commissions, the role of the builder’s sales team, and strategies for negotiating commissions.
The following sections provide a comprehensive overview to clarify these aspects and assist stakeholders in

navigating the new home buying process effectively.
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Implications for Buyers and Realtors

Understanding Realtor Commissions on New Construction

Realtor commissions in real estate transactions are the fees paid to real estate agents for their services in
facilitating the sale or purchase of a property. These fees are typically expressed as a percentage of the final
sale price and are shared between the buyer’s agent and the seller’s agent. In the context of new
construction, the process differs slightly from resale homes due to the involvement of builders and
developers rather than individual sellers. Understanding how commissions work in new construction sales
is essential for both buyers and agents to ensure transparency and proper compensation for services

rendered.



Definition and Standard Practices

In most real estate transactions, the seller pays the commission, which is then divided between the listing
agent and the buyer’s agent. However, with new construction, the builder acts as the seller and often
includes the commission as part of the sales price or overall marketing budget. This means that the builder
generally covers the commission costs, but the exact details can vary depending on the builder’s policies

and the market.

Importance of Realtor Representation

Many buyers assume that working directly with a builder does not require a realtor, but having
professional representation is valuable. Realtors provide expertise, negotiate terms, and protect buyer
interests, especially in new construction deals where contract terms and customization options can be
complex. Knowing who pays the realtor commission on new construction helps buyers choose whether to

engage an agent and understand potential costs involved.

Who Typically Pays the Realtor Commission?

In new construction home sales, the question of who pays realtor commission often centers on whether the
buyer or the builder is responsible. Generally, the builder pays the realtor commission as part of their
marketing expenses. This section clarifies the common practices and exceptions related to commission

payment responsibility.

Builder-Paid Commissions

Most builders set aside a commission amount, usually a percentage of the home’s sale price, to compensate
the buyer’s agent if the buyer is represented by a realtor. This commission is factored into the home’s price
or absorbed as a cost of doing business by the builder. As a result, buyers typically do not pay their agent

directly for new construction purchases.

Buyer-Paid Commissions: When It Occurs

There are rare cases where the buyer may pay their agent directly, such as when the builder refuses to
pay commissions or if the buyer is purchasing off-market or through private arrangements. Additionally, in
markets where builder commissions are low or non-existent, buyers might negotiate paying their agent a

fee for representation. It is important for buyers to clarify commission payment terms upfront.



Factors Influencing Commission Payment

Local market customs and regulations

Builder policies and incentives

e Buyer-agent agreements and disclosures

Negotiation between parties involved

How Realtor Comnmissions Are Structured in New Home Sales

Realtor commission structures in new construction sales may differ from those in resale transactions due to
the builder’s involvement and marketing strategies. This section explains how commissions are calculated,

distributed, and sometimes negotiated in new home sales.

Typical Commission Rates

Commission rates in new construction transactions usually range from 2% to 3% of the final sale price,
similar to resale home sales. The builder offers this commission to the buyer’s agent as an incentive to bring
qualified buyers and facilitate the sale. The commission is then split with the buyer’s brokerage according

to their internal agreements.

Commission Payment Process

Once the new home sale closes, the builder’s sales office or title company disburses the commission to the
buyer’s agent’s brokerage. This payment is a part of the closing costs and is included in the settlement
statement. For the buyer, this means no direct commission payment is required at closing unless specified

otherwise in their contract.

Impact of Customization and Upgrades

In some cases, commissions may be based on the base price of the home excluding upgrades and
customizations, while in others, commissions apply to the total sales price including options. Buyers and
agents should clarify this aspect with the builder to understand how commissions are calculated and

whether upgrades affect commission amounts.



Differences Between New Construction and Resale Home

Commissions

Understanding the distinctions between realtor commissions on new construction versus resale homes is
important for buyers and agents to set expectations and plan accordingly. This section highlights key

differences in commission payment sources, rates, and negotiation flexibility.

Seller Identity and Commission Responsibility

In resale homes, the seller is typically an individual homeowner who pays the commission at closing. In
new construction, the builder acts as the seller and usually incorporates commission payments into their
sales and marketing budget. This structural difference affects who is responsible for paying the commission

and how it is handled financially.

Commission Negotiability

With resale homes, commissions are often negotiable between the seller and their listing agent, and
sometimes between buyer agents and their clients. In contrast, new construction builder commissions tend
to be fixed and non-negotiable, reflecting industry standards and company policies. However, some builders

may offer incentives or bonuses to buyer agents under certain conditions.

Role of Builder’s In-House Sales Team

Builders frequently employ in-house sales agents who do not receive traditional commissions but are
salaried employees. Their presence can impact the commission structure for external buyer agents,
sometimes reducing commissions or changing how they are allocated. This differs from resale homes

where both agents are typically independent contractors operating on commission.

Negotiating Realtor Commissions on New Construction

‘While builder commissions are often predetermined, there are situations where negotiation is possible.
Buyers and agents should be aware of strategies and considerations when attempting to negotiate

commissions in new construction transactions.

When Negotiations Are Possible

Negotiations may occur if the builder is motivated to sell quickly, if the home has been on the market for



an extended period, or if the buyer is purchasing multiple homes or a high-value property. Additionally,

some builders may offer commission bonuses or incentives to agents who bring serious buyers.

Negotiation Strategies for Buyers and Agents

Request clear documentation of commission terms before signing agreements

Discuss potential for commission adjustments or bonuses based on sale conditions

e Leverage market conditions, such as buyer’s market scenarios, to negotiate better terms

Collaborate with builder sales managers to understand flexibility in commission policies

Importance of Transparency

Clear communication and transparency regarding who pays realtor commission on new construction and
how much is essential to avoid misunderstandings. Buyers should ensure their agents disclose commission
arrangements, and agents should clarify their compensation with buyers upfront. This fosters trust and

smooth transaction processes.

Role of Builder’s Sales Team and Its Impact on Commissions

Builders often maintain an internal sales team responsible for selling new homes directly to buyers. This

in-house team’s role affects the dynamics of realtor commissions and buyer representation.

In-House Sales Agents vs. Buyer’s Agents

Builder-employed sales agents typically do not receive commissions but earn salaries or bonuses. They
represent the builder’s interests exclusively. Buyer’s agents, on the other hand, represent the buyer and
earn commissions paid by the builder if the buyer is represented. This dual-agent scenario can influence

commission structures and negotiation tactics.

Implications for Buyer Representation

Buyers working with a builder’s sales team without their own realtor may forfeit the advantage of buyer

representation. Since the builder’s agent works for the seller, the buyer may lack advocacy in contract



negotiations or inspection contingencies. Understanding the commission system encourages buyers to

consider hiring an independent realtor for protection and expertise.

Implications for Buyers and Realtors

Knowing who pays realtor commission on new construction has practical implications for both buyers and
real estate professionals. It affects financial planning, contract negotiations, and the overall home buying

experience.

For Buyers

¢ Buyers usually do not pay realtor commissions directly on new homes.

Hiring a buyer’s agent can provide valuable guidance and negotiation leverage.

Understanding commission structures helps buyers evaluate total costs and budget accordingly.

Clarity on commissions prevents unexpected expenses at closing.

For Realtors

Realtors should confirm commission payment policies with builders before representing buyers.

Clear disclosure of commission arrangements to clients builds trust and professionalism.

Negotiating commissions or incentives can enhance agent earnings in competitive markets.

e Awareness of builder sales teams’ roles aids in positioning buyer representation effectively.

Frequently Asked Questions



Who typically pays the realtor commission on new construction homes?

Generally, the builder or developer pays the realtor commission on new construction homes as an

incentive to attract buyers through real estate agents.

Can a buyer's realtor receive a commission when purchasing a new

construction home?

Yes, many builders set aside a commission for buyer's realtors to encourage them to bring clients, ensuring

the buyer's agent is compensated.

Do buyers ever pay realtor commissions on new construction properties?

Typically, buyers do not pay realtor commissions on new construction; the builder covers it. However, this

can vary depending on the contract and local practices.

Is the realtor commission for new construction included in the home's
price?

Yes, the realtor commission is often factored into the overall price of the new construction home, meaning

the builder accounts for it in the sales price.

Are there any situations where the builder does not pay the realtor
commission?

In some cases, especially with custom or luxury new builds, builders may not pay a realtor commission, and

the buyer might need to negotiate or pay their agent directly.

How does the realtor commission payment process work for new

construction sales?

The builder typically pays the commission to the listing brokerage, which then shares it with the buyer's

agent according to their agreement once the sale closes.

Can a buyer negotiate the realtor commission on a new construction

home?

Buyers can attempt to negotiate, but since the commission is usually set by the builder, there is limited

flexibility. Negotiations are more common on price or upgrades rather than commission.



Additional Resources

1. Who Pays the Realtor on New Construction? Understanding Commission Structures

This book provides a clear explanation of how realtor commissions work specifically in the context of new
construction homes. It breaks down the roles of builders, buyers, and agents, clarifying who typically
covers the commission fees. Readers will gain insights into negotiation tactics and common industry

practices to better navigate these transactions.

2. The Homebuyer's Guide to New Construction: Realtor Fees and More

Focused on buyers interested in new construction properties, this guide explains the often-confusing
financial aspects including realtor commissions. The author details how commissions are split, what buyers
should expect, and how to ensure agents are fairly compensated without inflating costs. It’s an essential read

for first-time homebuyers and investors alike.

3. Real Estate Commission Demystified: New Builds and Buyer Agents

This book dives into the specifics of real estate commissions in new construction sales, emphasizing the roles
of buyer agents. It explores the contractual agreements between builders and realtors and how these impact
who pays the commission. With case studies and real-world examples, it offers practical advice for all

parties involved.

4. Negotiating Realtor Fees in New Home Purchases

A practical guide for buyers and agents, this book covers strategies for negotiating realtor commissions
when buying newly constructed homes. It discusses industry norms, builder incentives, and how
commissions can affect overall purchase costs. Readers learn how to advocate for fair fees while maintaining

good relationships with builders and agents.

5. Builder vs. Buyer: Who Covers the Realtor Commaission?

This title focuses on the common question of whether builders or buyers are responsible for realtor
commissions in new home sales. It examines builder policies, regional differences, and legal considerations.
The author provides tips for both builders and buyers to clarify expectations and prevent

misunderstandings.

6. The Real Estate Agent's Handbook for New Construction Sales
Designed for real estate professionals, this handbook covers best practices for handling commissions in new
construction transactions. It highlights how agents can work effectively with builders and clients to ensure

commissions are properly handled. The book also addresses ethical considerations and marketing strategies.

7. Understanding Realtor Commissions in the New Housing Market
This comprehensive resource explores the evolving landscape of commissions in new home sales. It looks at
market trends, builder incentives, and how commissions influence pricing and sales tactics. Readers receive

detailed explanations aimed at demystifying the financial arrangements between all parties.

8. New Construction Home Buying: A Commission and Cost Breakdown



This book offers a detailed breakdown of all costs involved in purchasing a new construction home, with a
special focus on realtor commissions. It explains how commissions fit into the overall budget and offers
advice on how buyers can minimize unnecessary fees. The guide is filled with checklists and worksheets

for practical use.

9. Commission Conflicts: Resolving Disputes in New Construction Real Estate

Focusing on potential disputes over realtor commissions in new construction deals, this book provides
conflict resolution strategies. It outlines common causes of commission disagreements and offers legal and
negotiation tools to resolve them. Real-life stories illustrate how to avoid costly misunderstandings and

maintain professional relationships.
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Options and "Subject-To" Deals Wendy Patton, 2011-01-25 With lease options and subject-to deals,
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The potential for profit is great and the costs of getting started are low. This book shows novice
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advanced investors and the real estate agents who serve them. --Gary Keller, New York Times
bestselling author of The Millionaire Real Estate Investor The techniques Patton teaches here are
invaluable--especially for working with Realtors and still getting properties for little- or
no-money-down. The detail in this book will make you want to read every page. --Albert Lowry, PhD,
New York Times bestselling author of How You Can Become Financially Independent by Investing in
Real Estate
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not knowing. Angelo Christian teaches you what to look out when getting a home loan and what to
pay attention to make sure you get the best home loan.
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in Delaware John R. Thomas, 2010-03-14 Do you wonder if you can qualify to buy a home? Are you
wondering what the right way to buy a home is? Are you concerned that you have no idea where to
start? Do you want to know all the steps required to buy a home? No Matter if you have great credit,
poor credit, or no credit, this book will be your guide down the path toward homeownership. John
has helped hundreds of people realize the dream of homeownership in Delaware and surrounding
states. He has put together a program that lays out everything in an easy to follow step by step plan
that educates you along the way. You won't be doing something because some expert say do this, do
that. You will be actively involved in the process of buying a home and will be educated on what
happens when, where and why.
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New York on Cost of Government, Land Value and Population New York (State). Commission
of Housing and Regional Planning, Donald Hills Davenport, 1924

who pays realtor commission on new construction: The Owner-Builder Book: Construction
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who pays realtor commission on new construction: Making Hard Cash in a Soft Real
Estate Market Wendy Patton, Justin Ryan, 2008-03-31 Filled with creative strategies that work in
today's market. A must-read for the real estate investor! -Albert Lowry, PhD, New York Times
bestselling author of How You Can Become Financially Independent by Investing in Real Estate A
few years ago, even reckless real estate investors could still make money because the market was
booming. But many markets have softened, and making a profit isn't as simple as it used to be.
However-with the right strategy and long-term thinking-there is still plenty of money to be made in
real estate. If you're willing to look outside your local market, you'll discover emerging markets that
are booming. And there are also smart investing strategies that work especially well in slowing
markets. You can do it! You just need the new rules and wise tactics you'll find in this practical,
profitable guide: * Invest in up-and-coming, high-growth emerging markets * Learn the powerful
strategy of market-timing * Use lease options to get more for your money * Learn creative strategies
to engineer hands-off investments * Find foreclosures and other hidden bargains * Invest in
bargain-rate new construction projects There are great deals hiding in every real estate market, and
this book makes finding those values easy. Whether you want to locate the next up-and-coming
growth markets, or find creative ways to finance your investments, Making Hard Cash in a Soft Real
Estate Market is a savvy guide to investing for anyone who wants to play it safe and profitably.
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Ralph Pisani, Robert Pisani, 2014-05-27 In today’s world of investment hype and unpredictable stock
market fluctuations, there is still one asset you can count on: land. Ralph Pisani and Robert Pisani
were both adjunct faculty members of the Wharton School of Business, where they taught real estate
development. Now, with this easy to understand and informative guide, anyone can begin to invest
in the development of valuable real estate. How to Be a Successful Developer is a complete
sourcebook for all your questions about how to succeed in land development, from the factors you
should consider when looking at properties, to financing, zoning procedures, and much more—all in



clear concise terms which anyone can understand.
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Sponsored Search, targeting your customers, watching out for fraud, assessing the pros and cons of
Pay Per Click, and making Pay Per Click work for you. Discover how to Use the right keywords to
trigger your ads Figure your breakeven point Write ads that reach your customers Calculate return
on investment Use geo targeting Track your ad results
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management without regard for the employees or much recognition that understanding the
employee perspective contributes significantly to fostering a more productive work environment.
Getting a Cut is based on semi-structured interviews with over 450 people between the two volumes.
The diverse respondents from across the U.S. provide a people-first perspective on work within
commission structures. Understanding what people think about their compensation and how they
experience their work provides an understanding of management that has never been addressed.
The book provides empirically-based, practical information for anyone interested in effective,
professional management. The experiences of those who work for commissions teach us that
commission structures interact with the dynamics of the work force and the skill of management to
elicit specific behaviors from sales staff. Employers may use employee perspectives to gauge the
work environment and determine how to structure of the commission system may yield the greatest
gains in performance.
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2011-02-22 The bestselling author of Find It, Fix It, Flip It! returns with a new book specifically
tailored for today's market. After a period of dramatic flux, the real estate market is rebounding- but
the playing field is tougher than ever. Michael Corbett, bestselling author and the host of NBC's
Extra!'s Mansions and Millionaires, teaches today's prospective homebuyers everything they need to
know, including: *Why Now is the Time to Buy *The 10 Most Costly Buyers' Blunders *Five
Before-You-Buy Checklists for Each Type of Property *How to Navigate Foreclosures and Short
Sales ¢Inspections, Mortgages, Closings, and Beyond Corbett is a household name, and real estate
novices and seasoned buyers alike will want to benefit from his expertise.
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who pays realtor commission on new construction: 100 Questions Every First-Time
Home Buyer Should Ask Ilyce R. Glink, 2014-11-26 From the most trusted name in real estate: the
indispensable guide that helps first-time buyers land the home of their dreams. Now revised and
updated for today's marketplace. , How do I know if my broker is doing a good job? (See question
#18.) , How should I decide how much to offer for a home? (See question #29.) , How does the
negotiation process work? (See question #37.) , How much of a down payment will I need to buy my



home? (See question #61.) , What are the different types of mortgages available? (See question
#75.) , What if I'm rejected for my loan? (See question #86.) , What exactly is the closing? And
where is it held? (See question #89.) , Will I need homeowner's insurance? What should it cover?
(See question #93.) What's new in this edition? Internet resources for home buyers: Where to shop
for a loan on the web, how to apply online for a mortgage, and how to contact the agency that
regulates real estate brokers and mortgage lenders in your state Tax laws and what they mean to
you: Why the Taxpayer Relief Act is a windfall for homeowners, and how you can take full advantage
of it Buying new construction: How to compare developers and negotiate the best deal The
competitive mortgage market: How to find a reputable lender, how to find a true zero-down loan,
and what service premiums tell you about your loan
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Emanuel Smith, New York (State). Governor (1923-1928 : Smith), 1926
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who pays realtor commission on new construction: Contracting to Build Your Home
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contracting to build a new home.
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