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ABOUT THE REAL
ESTATE INDUSTRY

“It is often said that ‘the real estate industry is unlike any other.” It’s a
statement that is both true and false. In truth, it is an observation that
few industries welcome and foster the entrepreneurial spirit as real estate
does. On the other hand, it is a statement lacking accountability, as it is dan-
gerously false to think the real estate industry is immune to the
pressures of change and the power of the consumer.

“A real estate company is known not only by the marketing image it
formally crafts, but perhaps even more by the reputation of its associates,
the delivery of its services, and the degree of commitment to serving
the consumer—an increasingly knowledgeable consumer who expects
assurance and accountability. Without a definitive roadmap and guidance,
many would-be broker/owners struggle—at great expense to the individual,
the consumer, and frankly, to the reputation of the industry.”

Jim Kinney, CRB, CRS, GRI

President, Rubloff Residential Properties, Chicago IL

National Association of Realtors Presidential Liaison to Ireland
2004 TIllinois Realtor of the Year

2001 Realtor of the Year, Chicago Association of Realtors

“Today’s world is filled with countless managers who react or respond to
the ever-changing landscape. What the real estate industry really needs are
leaders who will help forge a new direction in the landscape and blaze
a new trail as technology and e-commerce continue to change how we
do business.

“As our industry landscape changes, true leadership will become more
critical than ever. Creating companies and holding them together to achieve
their goals will continue to become more challenging in the world of a
‘work at home’ office environment, rent-a-desk commission structures,

ix
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X ABOUT THE REAL ESTATE INDUSTRY

and Internet-focused communications, all of which serve to limit personal
contact. Successful organizations are the ones where the leaders are clear
on and committed to their vision, and can positively guide their organiza-
tions in spite of these challenges. Leadership includes relentlessly commu-
nicating core values, setting the tone and example, and establishing the
minimum standards for the company to achieve.”

Andrew Zsolt

President

Coldwell Banker Terrequity
Toronto, Ontario, Canada



ACKNOWLEDGMENTS

Every day that passes, I realize more and more how much life is a

collaboration of efforts, with each individual adding his or her own
brand of magic to the mix in order for positive movement to occur. This
book is no different. I would like to acknowledge the ongoing editorial
support of Corinne Revel, my daughter, who read each and every word of
this publication, correcting my language and telling me when something
sounded, well, stupid. Also part of my editorial team was Jan Aksztulewicz,
whose experienced eye for organization kept the structure of this book
together.

It is important to also acknowledge that this work is a product of my
life experience. I must acknowledge the important contribution of Patti
Collins, my mother, who helped me start my first business at age 16 and
who taught me how to read a set of company books. She instilled in me the
passion for life that I carry with me today. Also, without her continually
pushing me into acting lessons at a young age, | would not be the seminar
speaker I am today, or the teacher, and thus, not the author. In other words,
I wouldn’t be me.

A special thank you goes to Dianne Wheeler, my editor at McGraw-
Hill. She is one great lady! As one of her many authors, she has guided me
from innocent writer to published author (a challenging task for sure).
Dianne has championed my cause all along the way, believing in this book
and its importance to our industry. There is no classroom that teaches you
how to work with an editor; it is a learning experience. I am grateful that
I had someone as talented and patient as Dianne.

And finally, I acknowledge the sacrifice and commitment demon-
strated by my loving wife, Lisa, while I was writing this book. It has been
said that behind every great man is an even greater woman. For 16-plus
years, Lisa has been my rock. She tolerates my craziness and inspires
my laughter.

It would not have been possible for me to write this book on my own.

Cliff Perotti

Xi

Copyright © 2007 by Cliff Perotti. Click here for terms of use.



This page intentionally left blank



INTRODUCTION

elcome to the world of the real estate entrepreneur! I commend

\ ’s / you on the decision to enter the dynamic, exciting, and reward-

ing career of real estate brokerage ownership. This book is

designed to help you in the earliest stages of the brokerage journey, with

the desired outcome being to save thousands of dollars in wasted hours or

to avoid countless minor mistakes that can act as setbacks to your achiev-

ing a successful real estate company. Regardless of whether you’re a real

estate veteran or neophyte broker, the information in this book will prove to
be a valuable resource in helping to launch a new real estate company.

The world of the real estate broker is not just a job; it is a lifestyle.
While traditional jobs are generally Monday to Friday, working 40 hours
per week with weekends off, real estate frequently has weeks of 60-plus
hours with weekend work being part of the routine. Yet the real estate
lifestyle allows the broker to have flexible hours, offering the opportunity
to participate in family events or have a nice midweek golf date. A well-
run, successful real estate brokerage will allow brokers to make a positive
contribution to their families’ financial security, the lives of their agents,
and to their community.

WHY I WROTE THIS BOOK

I am an entreprencur. I have an entreprenecurial spirit. I love to start,
acquire, develop, own, and sell business opportunities. One of my attorneys
once called me a “serial entrepreneur,” and while I laughed at that phrase
initially, I realized how the truth resonated. I started my first business at age
16, and I have had some sort of business enterprise on my plate ever since.
In my first year of business, I was described in local papers as some sort
of business prodigy, with the goal of making my first million by the time
I was 21 years old. While it took 20 years longer than I expected to make
that million, the same flame still burns within me, as it does for countless
freedom-seeking entrepreneurs.

At age 17, my adventurous spirit led me to attend my first real estate
seminar. Like countless attendees to such seminars before and after me, 1

xiii
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X1iv INTRODUCTION

was looking for the great secrets to real estate that would make me
gazillions of dollars with little effort. The speaker was a flashy real
estate guru with some serious gold bling-bling around his neck. He was
confident, funny, entertaining, and obviously successful. Right? He had to
be. He had a microphone, and people were giving him money to hear more
words from him on dozens of cassette products. [ was 17. What did I know?

I do remember noticing that he wasn’t particularly brilliant or clever
and that he spoke only of boring “secrets” like appreciation, leverage,
tax benefits, increasing demand, and limited supply. I walked out of that
seminar saying, “So what? Real estate’s boring.”

In looking back, I realize that [ was not ready for what Mr. Bling-Bling
was telling me. Little did I understand how the candle of my passion for
real estate was lit in that brief, cheesy experience. Most real estate brokers
or agents can talk of the moment, like my seminar experience, when the
real estate seed was planted into their minds and hearts. Unlike the flashy
fields of professional sports or acting, I certainly have yet to meet anyone
who in high school said, “I want to be a real estate broker!”

So a few years later, with entrepreneurial spirit in tow, I took my
California real estate salesperson exam at age 24 and I never looked back. I
found a home in real estate sales. I really loved, and still do love, the reward-
ing sense of accomplishment I get when I help people find the ideal home to
live in, or even raise a family in. I love the challenges that real estate presents.

A bit of luck and persistence led me to a certain level of success in real
estate sales. About a year later, | had a conflict with my broker/company,
and I became convinced that I could run a better company and treat my
salespeople more equitably. I then obtained my broker’s license and started
my own small brokerage in San Francisco. Some version of this story has
been repeated countless times over the years throughout the United States.
I often wonder how many start-up brokerages occur because an agent’s
prior company failed to provide adequate value to the agent or because the
firm had an unreasonable or unfair policy.

With ink-wet broker’s license in hand, I started out on the path of lead-
ership and unlimited earnings potential, or so I thought. I soon discovered
that before I could hire my legions and conquer the marketplace, I had to do
a lot of work setting up my office, getting business cards and letterhead,
creating marketing pieces, and performing a ton of other administrative
activities. While these tasks were essential and would take a lot of my time,
they didn’t directly pay the bills. I found myself working longer days to get
everything accomplished, and my income initially suffered. But a strong
sense of purpose and faith kept me moving forward.
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Over the 22 years that followed, I opened or acquired six real estate
companies, ran a successful top-producing team, and trained hundreds of
agents to build their own individual businesses. Furthermore, I came to
recognize that there was no publication designed to reduce the number of
mistakes and help the broker launch a new company or office. (Until now,
that is.)

HOW TO USE THIS BOOK

Consider this book a resource or a how-to manual. It’s designed to walk
you through all the stages of setting up a brokerage. In addition to vital
information designed to help you achieve a successful start-up company,
there are several key elements designed to bring the material to life and
increase the impact. These chapter elements are:

e Tales from the Real World. These are examples or stories of impor-
tant learning experiences that come from mistakes or successes of
actual real estate brokers or managers. The names used in these exam-
ples have been changed to protect the not-so-innocent.

e Coaching Corner. This element contains key messages from me to
you, the reader, offered as if | were your business coach. You can take
them or leave them, at your own peril. I do understand that sometimes
we simply have to reinvent the wheel in order to truly comprehend its
importance.

e Personal Exercises. These should be completed before you move on
to the next chapter. You’ll need to keep a pen and paper handy, or
preferably a word processor, to write your responses to these exercises.
Some of these exercises are introspective thinking kinds of exercises,
while others are actual tasks to complete. These assignments are a
critical element of this book because they help take the information
“off the page.” They help create action.

You will get the most out of this book by treating it as an interactive
experience; that is, write in it, highlight items of importance, do the exercises,
talk about it, and think about it. By experiencing this book fully, you will
absorb the concepts faster and to a greater depth. As a resource book, certain
chapters may hold greater interest to each individual; for example, if readers
have a background in financial accounting, they may view the financial
management chapter as more interesting than the chapter on recruiting.
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WHAT SHOULD YOU EXPECT FROM THIS BOOK?

It’s important to start by taking a moment to explore your expectations of
this book (see Personal Exercise 1.1). The concept of clarity is one that is
repeatedly presented throughout, and brokers should be clear about where
they want to go, where they’ve been, and the specific details of how some-
thing is to be done.

Brokers often start their business in an irrational moment of anger or
frustration with their current broker, believing that they can do things better.
They run out and have some signs made, open a bank account, and work out
of their home until they figure out how it is all going to work. Let’s not go
down that path. If you are reading this book after doing exactly that, then
take a deep breath and look at your expectations of this book by completing
Personal Exercise I.1.

PERSONAL EXERCISE I.1

EXPECTATIONS

Please answer the following questions before proceeding.

—_

. Why do you want to start a real estate company?

2. If you have a spouse or partner, how does he or she feel about your starting
a real estate company?

3. Why are you reading this book?

4. What are the 10 most important questions you are hoping to get answered by
reading this book?

5. How will you determine whether this book has helped you?

6. How much time will you commit to read this book? Do you have a deadline for

completing this book? If so, what is that deadline?

Now that you know what you want from this book, let’s get started.



50O YOU WANT TO
OWN YOUR OWN
REAL ESTATE
COMPANY

The thing always happens that you really believe in; and the
belief'in a thing makes it happen.

—FRANK LLOYD WRIGHT

ness is that over 75 percent of the people who pass their real estate

exam end up leaving the real estate industry, walking away from all
their hopes and aspirations for success in this industry. Couple that with the
reality that over 50 percent of start-up businesses fail within two years, and
you begin to see that you will be facing some enormous challenges as you
start a real estate business.

O ne of the most commonly discussed statistics in the real estate busi-

1
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2 CHAPTER 1

THE BROKERAGE STATISTICS

In a 2002 survey of its more than 4,500 members, the Council of Real
Estate Brokerage Managers (CRB) learned some interesting facts about its
members, who consist of real estate company broker/owners and managers.
Here are some of the key points revealed by that survey:

e The average age of a broker/owner/manager is 55.
e The average number of agents in a company is 40.
e The average broker/owner has two offices.

e The average number of agents per office is 20.

e 57 percent of the companies are losing money.

e 75 percent of the broker/owners have to sell real estate, in addition
to owning and managing their companies, in order to pay all their
company and personal bills.

e 80 percent of the broker/owners are previously licensed real estate
salespeople.

CRB members are some of the most well-trained, experienced real
estate brokers in the industry. How can a majority of these very “successful”
real estate brokers be losing money? That’s a good question and one that is
answered for you in this chapter. Also, don’t let the “odds of winning” dis-
courage you in any way from pursuing your dream of brokerage ownership;
these are just survey results that should give you cause for pause and reflec-
tion. Before leaping into the world of company ownership, you should
understand the realities of the world to which you are about to commit your
personal focus, time, energy, and finances.

Be aware that one of the most common reasons that new brokerages
fail is that there was not a careful enough evaluation of both the benefits
and pitfalls of such business ownership prior to the broker leaving his or
her current company and launching the new vision. Thus, before getting
into the particular details of starting and running a company, it’s appro-
priate to first review and analyze the pluses and minuses of owning and
running a real estate firm, from the perspective of one who has “been there
and done that,” so to speak. If, after considering this information, you still
feel that absolute passion and burning desire to move forward with your
own firm, then by all means move onward. The path and decision are yours;
just make your move with an accurate view of your future world.
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LIFESTYLE CHANGES

What are the differences in lifestyle and daily activities that you can
expect when going from the life of a salesperson to that of a broker/owner?
Think about the typical life of a real estate salesperson. There is a signifi-
cant difference between the lifestyle of a new licensee and a veteran
salesperson. The same can be said of a new broker/owner and a veteran bro-
ker/owner.

A new licensee’s life starts with taking classes and an enormous
amount of training and then progresses to focusing on prospecting for new
clients. The new licensee then transitions into listing and escrow work. A
typical week might include an open house; some door-knocking; putting
together a direct mail campaign; touring homes; attending sales meetings;
sitting on “floor time” or at the “up desk”; negotiating a sales contract;
handling loan applications; overseeing inspections; and getting documents
signed for closing. A typical workday for the new licensee might start at
9 a.m. and end at around 5 or 6 p.m. Let’s see how that differs from the day
of an experienced agent.

An experienced sales associate’s workday might start at around 9:30
or 10 a.m. The agent isn’t being lazy, for typically she has been at the
gym, had a cup of coffee or tea, and may have even accessed the multiple
listing service (MLS) online from home to check on the newest listings.
The agent has also most likely already checked her e-mail from her
laptop at home. This agent arrives at the office ready for work. She checks
her voice mail and calendar and begins getting on the phone, talking
with her clients or touching base with her “sphere of influence” contacts.
Her world is filled with past customers, many of whom are her personal
friends, who provide her with several new leads per month. Her prospect-
ing activities are more personal in focus at this stage of her career, so she
schedules visits to her past customers, lunches, coffee meetings, and
dinners in small groups. She typically still maintains a consistent direct
mail campaign, a lead-generating Web site and two to three open houses
per month, depending on the number of listings she might have at the
time. Personal time is integrated into weekly activities, whether it’s a
pedicure or a golf game, or time with the kids at a soccer game. Ah, the
good life!

The most notable changes to expect between being a salesperson
and being a broker/owner will be the initial demand for longer work hours
and a reduction of personal time. This is because in addition to regular
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sales duties, the broker/owner must accomplish the tasks and activities of
a new business owner. Starting any business is demanding, requiring an
enormous amount of energy and focus. Starting a real estate company is
no less challenging, except that most new brokers also have to initially
maintain their personal sales production in order to support their family
and their new business. Time management and energy management
become critical issues for the new broker/owner. The new broker/owner
should expect to arrive at the office at around 8 a.m. and depart somewhere
around 5:30 or 6 p.m. Some broker/owners are in the office between 6:30
and 7 a.m. because they’ve discovered that it’s a great time to review files,
do business planning, and so on without interruptions because no one else
shows up at the office until 8:30 a.m.

Additional responsibilities that may have to be addressed in a typical
week will include recruiting; brand development; employee development
and training; creating policies and procedures; planning for sales meetings;
developing and implementing a training program; more recruiting; review-
ing contracts and solving transaction problems; interviewing prospective
employees or agents; dealing with insurance issues; meeting with your
agents’ customers for counseling; attending training classes to upgrade
knowledge about running a business; bookkeeping problems; and even
more recruiting. A new broker should concentrate no less than 10 to
15 hours per week on recruiting activities, in addition to all the other
things that need to get accomplished. So when does this hectic life let up?
Good question.

For an experienced broker/owner, the typical workday still starts
around 8 or 9 a.m. at the latest. As a successful businessperson, the veteran
broker/owner most likely has an administrative assistant that helps with the
bookkeeping, administrative tasks, and time management. Hopefully, the
experienced broker/owner has a sales manager to help with training,
reviewing contracts, and recruiting. An experienced broker/owner will tell
you that he spends more time “putting out fires” than anything else on a
day-to-day basis. The sense of being constantly absorbed in problem
solving for your agents is widely recognized as one of the key time
management challenges for most broker/owners. An established, well-
organized broker/owner generally has a different, less stressful lifestyle
and spends more time on leadership development, training, business plan-
ning, business development, recruiting, and other things that go toward
improving the firm.

Figure 1.1 shows a comparison of the lifestyles of a new licensee, a
veteran agent, a new broker/owner, and an experienced broker/owner.



FIGURE 1.1

Lifestyle Comparisons

Experienced
Category New Licensee Experienced Agent New Broker/Owner Broker/Owner
Primary focus | Making enough money | Maintaining revenue Getting business going. Being the company leader by
to stay in business. stream while enjoying Surviving! Selling to working on improving the
lifestyle. pay bills. business in the areas of
strategic planning, recruiting
and training, financial
management, and marketing.
Weekly Prospecting for leads, Maintaining referral base | Same as experienced agent, plus | Same as new broker/owner,
activities holding open houses, of past clients, holding running weekly sales meeting, but with no selling and
sitting on floor time, open houses, sending out | recruiting new and experienced holding weekly staff meetings
sending out direct direct mailings, creating agents, developing systems for (with assistant manager,
mailings, contacting listings, and making office, conducting training administrative assistant,
friends and family, listing presentations. sessions, supervising ads and marketing director, etc.),
attending training company marketing, putting attending conferences and
classes. out fires. Being a manager for training programs, holding
the agents. the company together. Being
a leader for the agents.
Challenges Learning fast enough, Working smart, managing | Juggling personal time with the Helping agents to become
finding business, transaction volume while time needed to build a company. | more productive, building
financially surviving. maintaining a personal Having an outside life. market share, maintaining
life. and increasing profitability.
Typical Lowest Highest Next lowest Next highest
compensation
level
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THE FINANCIAL TRUTH

Most real estate brokerages, as a business, lose money. The lack of
profitability is not really talked about very often among brokers, but when
it is, you quickly learn that most brokers have had to, at one time or another,
tap into their savings or home equity in order to keep their real estate com-
panies afloat. Furthermore, for broker/owners who are actively selling, it’s
not uncommon that they can’t take home a particular commission check
because the company needs it in a slow month. Typically, there is a cycle
to the cash flow of a real estate office, with January—February being
rough cash flow months (because the broker has a fixed overhead to pay
monthly and closings are lower in these months) and April-June being
good cash flow months because of a higher number of closings. The fall
(September—November) can also be very strong secondary cash flow
months. So why mention this cycle? If you are the broker/owner, you’ll
be faced with some simple lifestyle questions, such as, “Financially, should
I take my three-week family vacation during the winter, spring, summer, or
fall?” or “Economically, should I plan to be away from the office during the
slow times or the busy times?” Or better yet, “Should I take multiple,
shorter, weekend-type vacations or one longer, annual vacation?” But the
real question most often asked is, “When can I afford to go on a vacation?”

But fear not! All is not financial ruin! A properly run real estate bro-
kerage can be very lucrative. The financials of some 50-agent companies in
major metropolitan areas reveal over $1 million per year in profit for the
owner. So yes, you can make good money owning a real estate company.
There is also the financial benefit that is derived from brokerage ownership
in having opportunities to make good real estate investments. While such
investment activity doesn’t show up on the financials of the company, it
certainly is an economic benefit to you the owner.

THE TRUTH ABOUT AGENTS

Once you open an office and start recruiting agents, you will no longer
be one of the agents. It’s a cruel fact of life that once you are the person
responsible for paying the bills, training the staff, reviewing agent con-
tracts, and hiring or firing agents, you will be fondly (hopefully) referred to
as the broker. In other words, you will no longer be “one of the guys.” There
is no way to avoid this reality, and you must get used to the fact that, while
you like your agents and enjoy an occasional social event, you will no
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I Tales from the Real World I

FRIEND OR AGENT?

John opened a boutique firm with $60,000 borrowed from his home’s equity.
He recruited 10 agents, including his best buddy, Phil. Phil had two years’ expe-
rience and was formerly a licensed contractor. Everything at John’s office was
going along smoothly, and Phil was becoming a rising star.

One day, John got a phone call from an upset client of Phil’s. The client
explained that Phil, during the purchase of the home, saved the client $500 by
personally performing the property inspection. The client had never purchased
a house before, but Phil was a licensed contractor, so she felt confident in his
abilities. During his inspection, Phil discovered some minor items that needed
repair, but was generally satisfied with the condition of the property. The client
was happy and purchased the property.

Thirty days later, the sewer line backed up into the house. The client called
a local plumber to clean out the line. The plumber recommended using a
videoscope to look into the sewer pipe to determine if there was a significant
problem. The video showed a severe break in the sewer line that required $5,000
to fix. The client was now demanding that John pay her a total of $10,000 to
cover the cost of the repair and for the negligent inspection performed by Phil.
John told the client that neither he nor the company was going to pay for
Phil’s activities as a contractor. The client hired an expensive lawyer and filed a
lawsuit against the real estate company, John, and Phil.

When John talked with Phil about the claim, Phil acknowledged doing the
inspection to save the client money, at the client’s request. He further told John
that he didn’t carry any insurance as a contractor. John’s errors and omissions
insurance carrier advised him that it would not cover Phil for his contractor-
licensed activity, but that it would at least defend John and the company. The
insurance company reminded John that his policy had a $5,000 deductible.

An arbitration ensued, with a demand that grew to $60,000. Phil had to hire
his own attorney, who asserted that John was responsible because he never told
Phil not to do contractor inspections. John insisted that Phil’s contractor activi-
ties were beyond the scope of a real estate agent’s duties. The claim settled for
$25,000, with Phil paying $15,000 and John paying $10,000.

What would you do, if you were John?

longer be their close companion or friend. There are some exceptions, of
course, but these are rare. This is because you are both financially and
legally responsible for the agents who will occasionally do things that you
feel are inappropriate or possibly even illegal.
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THE RESPONSIBILITY OF LEADERSHIP

Step into the role of the broker/owner and you will be taking on the respon-
sibility of leadership. Your employees will be trusting in your ability to con-
tinually pay their wages. The agents who join your company will be relying
on you to be fiscally responsible for the viability of the company so that
they can continue to earn a living and support their personal goals. And
members of your own family will be relying on you to make good business
decisions so that you can support them. That’s a whole lot of responsibility!
Strength of character and commitment to your vision will be tested many
times by those around you. (See Personal Exercise 1 below.) For your
family’s sake, as well as your own, you must stay true to your course. As the
leader of a company, your employees think of you as a lighthouse on a
foggy night; lighthouses can’t go out.

Your staff will look to you to move with certainty about your vision and
a passionate heart. During the tough times that will inevitably occur, this
responsibility of leadership will be a gigantic source of stress for you. You
will have to learn to deal with that stress, without being in a funk that can
negatively affect your agents, staff, or family. You should revel in your
abilities to make it through these tough times. Just keep your eye on the ball
and stay focused. Later in this book, we talk more about keeping up your
positive leadership attitude and ways to overcome stress. For now, just be
aware of what’s waiting for you down this road.

The good news is that there are also good times ahead. The excitement
of creating and realizing your own business vision is unparalleled! Your
decisions and actions will influence the lives of dozens of people, if not
hundreds. With a true heart, honorable intentions, and actions congruent
with your stated intentions, this influence will be a positive one on the
world; it can be your legacy. Here are some good things that real estate
brokerage ownership can offer you:

e The satisfaction from helping hundreds of people realize their dream of
home ownership

e Being respected by family members, employees, agents, peers, and
customers

e Becoming a presence in the community; donating time and resources
to local organizations and worthy causes

e The flexibility of being your own boss
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e The enjoyment of fresh learning opportunities and new experiences
e The opportunity to build a consistent revenue stream

When all is said and done, recognizing these positive aspects of the
business and enjoying the little moments of gratitude have kept me going
for 22-plus years in this business.

PeERsoONAL EXERCISE 1

WHAT WOULD YOU DO?

As a leader of a real estate office, you will be faced with many interesting challenges
and situations that require you to make difficult decisions. Here’s an exercise to help
you evaluate your decision-making skills. Answer each question.

1. What would you do if you have a new licensee, whom you nurtured and trained
for six months, come and tell you that she is leaving the company and joining a
competitor who has offered to pay her 15 percent more on her commission split?

2. What would you do if the police arrive at your office and serve your best, most
prominent agent with papers for violating fair housing laws?

3. What would you do if you find out that one of your agents has forged the
signature of a client?

4. What would you do if you get a phone call from one of your agents who has
been arrested for drunk driving with one of your clients in the car?

5. What would you do if one of your agents asks you to give a referral to a
personal friend who helped to secure a recent closing?
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coACHITzG
CorE
TRUST YOUR INSTINCTS

As in life, you should learn to trust your instincts and ignore the pressures of
your pocketbook. Remember that time when you interviewed a potential home
buyer and agreed to work with the buyer in spite of your body giving you a
warning message in the form of an upset stomach? A couple of weeks later, that
same buyer tells you that he just bought a house from another broker who was
really nice to him at an open house. Sound familiar?

Too often, we don’t listen to that little nagging voice, that upset stomach, or
that pain in the neck when we should. The result is, of course, a disaster in the
form of lost time, lost reputation, or lost energy. We’ve all made compromises
at one time or another because we have families to feed, bills to pay, or egos to
soothe. In your new role as a broker/owner, temptation will typically show up
as potential recruiting opportunity of an agent who has strong production but a
toxic personality.

Coach's advice: Stay true to yourself and stay focused on the kind of com-
pany you want to build. When your gut says, “Something’s not right here,”
believe it! Stall for some time so that you can think things over and make the
right decision.

KEY POINTS

Here are the key points to take with you from this chapter:

The real estate brokerage business is not a slam-dunk business. You
will have to work hard.

There is always room at the top for a successful brokerage.
Real estate brokerage ownership is a lifestyle, not just a business.

The job of real estate broker/owner is different from that of being a
good salesperson. Don’t assume your success in real estate sales will
instantly translate into your being great at brokerage ownership.

Make sure you have financial reserves and staying power before
launching into your new brokerage. Lack of capital, which later trans-
lates into lack of staying power, is a common reason for brokerage
failures.

With few exceptions, agents will be your agents, not your friends.
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o Take leadership responsibility seriously. Be the beacon of light for
your people.

e Through the growth and development of the real estate brokerage, you
will influence many people and your community.

e You're going to love this business!



This page intentionally left blank



CLARITY OF
VISION

Good business leaders create a vision, articulate the vision,
passionately own the vision, and relentlessly drive
it to completion.

—JACK WELCH

your current situation. Taking inventory of current personal assets,

both real and perceived, will help give you a clear picture of your
starting point. Personal Exercise 2: Your Starting Point provides a fairly
personal set of questions for you to answer. Some of these questions will be
easy, while others will require some contemplation. The key is to complete
the entire assessment.

B efore you start any business or other enterprise, you should define

13

Copyright © 2007 by Cliff Perotti. Click here for terms of use.



14

CHAPTER 2

PERSONAL EXERCISE 2

YOUR STARTING POINT

Personal Information

1.

N> AODN

S ©

Full birth name and date of birth.

Your current age.

At what age would you like to be “finished” working?

What are your height and weight?

How do you feel about your overall physical condition?

How is your health?

What could you do to improve your health and physical condition?

What are the top five personal goals that you would like to accomplish in
your life?

Write down five words that describe you.

. Write down those things that are going on in your personal life that you

think may affect, either positively or negatively, your efforts to open a real
estate company.

Personality, Values, and Energy

11.
12.

13.

14.

15.
16.
17.
18.
19.

20.
21.
22.
23.
24.
25.
26.

What are the values you hold as most important? (List three to five.)

If you had/have children, what are the values that you would want those
children to cherish?

What are the notable differences, if any, between the answers to questions
11 and 127

How closely does your everyday behavior match your values? If there are
disconnects, what are they?

Describe your level of energy.

What could be done to increase your energy level?

What'’s really important to you in life?

How fully engaged do you feel in life?

Looking back at your life, what are the top three lessons you feel you've
learned?

Describe the general persona you have in public.

Now describe how that persona differs from the person you really are.
What differences do you see between the two?

On a scale of 1(depressed) to 10 (ecstatic), how happy are you?

What could make you feel happier?

Describe the personality traits of people you like to be around.

Describe the personality traits of people you do not like to be around.

Your Real Estate Career

27.
28.
29.

30.

How and/or why have you selected real estate as a career?

Write a brief résumé of your real estate career.

What attracts you to owning a company instead of just selling

real estate?

What are some of your strengths as a new broker/leader of a company?
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31. What are some of your weaknesses as a new broker/leader of a company?

32. How will you overcome these weaknesses?

33. What kind of real estate activity do you like to do (e.g., residential sales,
investments, property management, mortgage brokerage)?

34. What is the target market area where you would like your company
to work?

35. What is your average number of sales or transactions in a year?

36. What is your average annual income in real estate?

37. What thoughts have you given to the area of recruiting agents to
your company?

38. What thoughts have you given to training new agents in your
company?

39. What do you think makes a successful real estate company?

40. What if your company doesn’t succeed? What will you do?

Financial

41. What is your current financial situation? (Write down the thoughts that come
to mind about your finances.)

42. How much will it cost to start your company and keep it running during the
first year? How did you arrive at that estimate?

43. How will you pay for the start-up costs and operation of your company during
the first year?

44. How long will you be able to last, if your company doesn’t generate any
revenue?

45. What is the most money you have ever made in a single year of your working
in real estate?

46. How much money do you need to make annually to (a) simply cover your
expenses and (b) achieve your personal goals?

Other
47. Write down any other information you have thought about as part of this
starting point assessment.

YOUR VISION—WHERE ARE YOU GOING?

Having defined a starting point, or you current situation, it’s time to create
a statement of where the business is going. This is known as a vision
statement. A company’s vision statement is a written descriptive statement
that includes several key elements that, collectively, define and answer such
questions as, “Who are we?” “Why are we doing this?” and “What do we
hope to accomplish?” It should set in place the ideal for your company.
Think of a company’s vision like a baseball field; it establishes the play-
ing field and boundaries of your company’s activities (i.e., what type of
business your firm will and won’t do).
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Brokers often make the mistake of simply starting a business without
creating a company vision. A common story for start-up brokers is that they
got into a disagreement with their prior brokerage and then walked out and
opened their own company, working out of a room in their house or from a
small office. Such brokers are typically on a shoestring budget and must
immediately focus on simply working their current transactions. These bro-
kers don’t spend any time creating a company vision statement because
they are too busy or perceive a vision statement as a complete waste of
time. After all, they know what they want to do. Why should they have to
write it down? Fast-forward a few years, and this broker is losing money
without understanding why. Avoid this experience by having a clear vision
for your company. Personal Exercise 3 will help you define your vision.

PERSONAL EXERCISE 3

DEFINING YOUR VISION

1. What are the three to five core values or principles that you want in your
company? (Core values are the foundation, such as the company’s integrity,
ethics, idealistic standards, etc.)

2. What greater purpose is the company to serve? Why does it exist? (Don’t get
trapped into thinking that your company exists for the purpose of just selling
houses; you can do that without the company.)

3. What does your company stand for?

4. Write down three to five “outrageous” objectives or goals for your company.
(e.g., to be the number one company in my marketplace, to have 60 percent of
the market in Sherman Oaks subdivision, to have 1,000 agents, etc.).

5. Write a very detailed, textured description of what your office will look and feel
like in four to five years. (When | say “textured,” | mean hitting all of the
senses, so be sure to include comments about the location and exterior look of
the office, colors of paint on the walls, the type of furniture in the office, the
appearance of your agents and staff, the smells in the office, the sounds in the
office, etc.)

The answers from this exercise should be in alignment with the
personal values you expressed in Exercise 2, representing a congruence
between who you are as a person and where you want to go with your
business. Any misalignment will result in an unexpected result for the com-
pany because your personal core values will generally remain unchanged,
while the company you develop will gradually adapt to match and reflect
those personal core values.
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I Tales from the Real World I

A COMMON VISION

A manager took over a 52-desk branch office of a large company that only had
nine agents, including the former manager who was being replaced. The office
had been decimated by the recruiting activities of a competitor and lost 35
agents and over $150,000 within six months. The situation seemed so abysmal
that the new manager recommended that the company simply close the branch,
which it was unwilling to do.

The new manager called a meeting of the nine agents left in the office. He
had a flipchart on which he had written “#1.” The agents arrived at the meeting
expecting to be told that the office was going to be closed, but what they heard
was something completely unexpected.

The manager told the agents that his vision was to create the “#1” office in
the marketplace. He was not interested in the office history, past performance,
or agent losses; these were not important now. What was important was that
each agent must agree to the following three commitments, or he or she should
resign at the end of the meeting:

1. Stay with the office, denying all recruiting invitations or luncheons.
2. Excel in the performance of their jobs; whining was not welcome.

3. Actively help the manager recruit when called upon to do so.

The manager gave the agents 10 minutes to decide, and in about
3 minutes they agreed to the conditions and asked where they could begin. They
were fired up!

Eighteen months later, the office was fully staffed with 52 agents and was in
fact the number one office in the marketplace thus demonstrating the power of a
common vision.

Personal Exercise 4 puts it all together in one simple cohesive para-
graph—the vision statement. This statement should be inspiring and will
act like a beacon in the night, showing you clearly what needs to be done in
times of doubt. Once completed, this vision statement should make you feel
energized, like you want to immediately go out and jump into doing it. Any
less of a result means that the vision statement is not compelling enough.
Be patient; it may take a few attempts to get a vision statement to the point
where it feels right.
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PERSONAL EXERCISE 4

YOUR VISION STATEMENT

Using some of the information from Exercise 3: Defining Your Vision, create a para-
graph that will be your company’s vision statement. At the very least, this vision
statement should answer the following questions:

Who are we?

Why are we in business?

What is our product, service, or purpose (i.e., What do we do?)?
How do we do what we do?

Where do we conduct our business (marketplaces)?

What are our philosophical values?

Your Vision Statement:

CLARITY ISTHE KEY

The likelihood of your personal company dream becoming reality is
directly related to the clarity of your vision for the company. This principle
is easy to understand in a different context.

A person sees an old friend and wants to get together for a luncheon in
the near future. Which approach is most likely to result in a lunch meeting?

Approach 1. “Hey, it’s good to see you. Let’s do lunch sometime.”
Approach 2. “Hey, it’s good to see you. How about I call you next
week, and we set a time to get together for lunch?”

Approach 3. “Hey, it’s good to see you. How about lunch Tuesday at
noon at Fred’s Café?”



CLARITY OF VISION 19

Approach 3 is most likely to be the approach that succeeds because it’s
the clearest and most specific of the three options.

To ensure any desired outcome—whether it is an appointment, a family
commitment, a company vision, or sending someone to the moon—clarity
is the key. Writing down a company vision helps you clarify what it is you
want, thus adding to the likelihood of the vision actually being realized.
This mere act of writing down a vision statement also gets it out of your
head and into the world, allowing others to read it and join in the mission to
fulfill the vision. Write your vision statement down and begin to give it
some real power!

ING

COA;:[EB
Co KEEP YOUR VISION
There will inevitably be times when you become overwhelmed by business
pressures, family obligations, or just plain old life. During these times, it’s
really hard to stay in touch with your vision, and it’s very easy to have a
company’s movement and progress stall until you personally get back on
track. The best advice I can give for such situations is to embed your vision
into your psyche before you are faced with the tough times. By doing so,
you will continually feel the presence and motivation of your vision, even
if at only a subconscious level, and you will regain your personal focus
quicker.

Imbed your vision statement into your psyche by reading it once per day for
a 30-day period. This daily, two-minute ritual will help you maintain clarity of
vision and will ensure faster movement toward the vision.

COGNITIVE DISSONANCE

With a vision in place, you look around and see that you have a distance
to go to realize that vision. You may experience some anxiety about the
enormity of the task ahead or feel overwhelmed by all the work to be
done. This emotional experience is very common and to be expected. It is
a result of something called cognitive dissonance—an internal response
that occurs when the world around us does not match the world that our
brain sees.

Once a vision becomes very clear in the mind, becoming empowered by
passionate thoughts, the brain triggers all the positive emotional responses
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as if that vision actually existed in reality. But the brain has a problem
when what is seen today doesn’t match what it’s been focusing on and
empowering. There is disconnect in the brain, and discomfort (dissonance)
is experienced. This is cognitive dissonance.

If, for example, a person loses a high-paying job that is needed to main-
tain a certain lifestyle, the person’s brain starts to become uncomfortable
because it knows it should be an employed person (vision), but now finds
it’s not (reality). Given the difference between the vision and the reality
in this case, the person feels great discomfort and anxiety. The person then
gets busy to make the reality (unemployed) match the vision (employed),
scouring employment ads, going to interviews, and so on until employ-
ment is once again found. After taking a new job, the person’s dissonance
quiets down because now the reality (employed) matches the vision
(employed). The discomfort experienced is upsetting in a very physical
and real sense. (While in this “in-between” emotional state, some people
become so upset that they may find themselves at the doctor’s office
seeking medication.)

Successful businesspeople who are creative and motivated learn to live
with cognitive dissonance. Worthwhile goals require change and stretching
beyond comfort zones. In order for you to achieve even greater successes
in anything, you must become familiar with the “uncomfortable” world of
cognitive dissonance. Welcome the uncomfortable, for it will be the clue
that growth and movement are close at hand. Think of this feeling as the
“pain” or stiffness felt the day after a great workout at the gym; even though
the muscles ache, it somehow feels good.

While we all feel some discomfort when we experience cognitive dis-
sonance, it is the required catalyst for the process of success. Given the
internal disparity between what we see and what we say we want to achieve,
our brain then goes to work, looking for solutions to the problem. Once
your brain goes to work to solve the problem, it’s likely that actions won’t
be far behind.

Don’t try to hurry through a dissonant period. Be patient. Allow the
answer to a problem time enough to materialize and evolve. This is the
hardest thing for “Type A” people because they want the answer now. They
don’t like being “in between” any decision. Some people are so impatient
that they constantly try to shortcut the process, which leads to forced and
inappropriate decisions, resulting in their ultimately getting off track.
While a forced decision may get an immediate result, it is often the setup
for a different problem later on.
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SITUATIONAL GRAVITY

Another challenge that will show up is the principle of situational gravity,
which is the force that pulls on a person, attempting to keep the person at
rest, that is, in his or her current situation. In order to overcome gravity
of any kind and to create movement in a person or company, energy is
going to have to be exerted. Take the example of a man sitting on a couch,
watching television. If he continues to sit there, he exerts very little energy.
However, if he wants to get up to do something, he has to exert a lot of
energy to overcome his own gravity (typically accompanied by complain-
ing of some sort). But what is the source of this “gravity” that seems to
want the man to remain on the couch? It is the force of his current “situa-
tion.” It’s easy and comfortable to stay on the couch; it’s hard work to get up
and get moving.

Teenagers offer another easy example of situational gravity. Most
teenagers try to establish their vision of “adult” status as quickly as possible.
They can see and feel a great pull toward this new vision of themselves, but
the world around them (friends, parents, siblings, other relatives, neighbors,
etc.) tends to treat them as if they are still children—bigger ones, maybe, but
still children. This is because these people around the teenager subcon-
sciously want the world around them to stay as they currently know it.
Otherwise, they themselves will have to change and treat the teenager in a
different way, with different interactions, different rules, and so on so that
everything that these people knew as the “way it is” would be gone and a
new “way it is” would be thrust upon them.

Remember a time when you were personally excited about a new oppor-
tunity (a new job, a new love, a new apartment, etc.) and you told a few
friends, only to be met with a lackluster, “Great,” or unenthusiastic, “That’s
nice”? This false enthusiasm is nothing more than those around you being
internally bothered by the change it will mean to their relationship with you.

Situational gravity acts to keep us in our current situation. It is caused
by the force and energy of the very situation itself, including the environ-
ment. Our relationships with other people will also be affected by our
change and growth created by our moving toward a new vision. Figure 2.1
illustrates this concept. As a situation changes because of movement toward
a vision, the past situation starts to exert an emotional force, not unlike the
pulling of a rubber band. As the vision gets closer, the past situation will
pull harder and harder, until it breaks. This occurs once the vision is
achieved and thus becomes our new current situation.
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FIGURE 2.1 Situational Gravity

Changing
Situation

Current
Situation

Situational gravity tries to
keep you “in your place”

KEY POINTS

Examine all the elements of your current situation before you launch
your new business.

Define your vision for your company before launch. Make sure is it
extre