
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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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

Buyer-agent agreements and disclosures

Negotiation between parties involved

How Realtor Commissions 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

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.

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 Commission?
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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that. You will be actively involved in the process of buying a home and will be educated on what
happens when, where and why.
  who pays realtor commission on new construction: Report of Commission of Housing
and Regional Planning to Governor Alfred E. Smith and to the Legislature of the State of
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today's market. A must-read for the real estate investor! -Albert Lowry, PhD, New York Times
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Herschel G. Nance, 1992 Guidelines tell how to avoid the pitfalls associated with buying or
contracting to build a new home.
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