
,,DO UNTO
OTHERS'

by Richard D. Simmons, Sr., CRE

A young man just discharged from the army
f! enters a haberdashery io purchase somi
I l, suits, shirts and other accessories. While
counting out the $100 bills to pay for his purchases,
the haberdasher notices that two of the bills have
stuck together "What a dilemma," says the haber-
dasher as he repeats to himself "ethics, ethics,
ethics. Should I tell my partner?"

Compare our haberdasher with another entre-
preneur who regards his companv and its product
in a responsible and ethical manner Tom Chappell
of Toms of Maine, a manufacturer and distributor
of health care products, wrote a book entitled Tlr
Soul ol a Business-for Profit and the Contmon Gotttl.l
In it he talks about his company's espousing that
human beings and nature deserve respect. He has
made a personal commitment to manufacture only
those products that are safe for both the consumer
and the environment.

Neither of these stories has anything to do with
real estate except to indicate that ethical behavior is
universal in any business culture. There is only one
categorical imperative to apply in all walks of life
and that is the responsibility for any practitioner of
any business or profession to act according to ethi-
cal principles.

Ethics is that branch of philosophy devoted to
the examination of universal principles of conduct.2
Sometimes we confuse morals with ethics and
sometimes the two words are used interchangeably.
Morals generally refer to modes of conduct which
can and do vary according to the culture.3 Quakers
are pacifists; peace to them is a moral imperative.
The military is formed to conduct war; those in the
militarv are trained to kill. Nudists want their
bodies to be exposed to fresh air and sunshine.
Muslims cover themselves with clothing,and Mus-
lim women even hide their faces from strangers.

Morals and/or codes of conduct vary while
ethics are the principles by which a group is gov-
erned. Standards establish the framework by which
we practice as individuals or as a group. One who is
ethical conforms to accepted professional standards
of conduct.

A Look At Real Estate
In the real estate industry, those who are mem-
bers of the National Association of Realtors must
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sharpen iudgment, a few of the case studies could
be truly borderline, where the counselor's examina-
tion might result in sharply divergent views and
discussion on decision making and ethical
judgment.

The most effective approach is to require the
participants to evaluate the circumstances of each
case in small breakdown sessions. Each participant
would be expected to enter into a discussion on the
pros and cons. Case studies r,r,ould be presented in
as much detail as required to identify all the influ-
encing facts and circumstances. It is expected that
the end result of the discussion would produce a

surprising unanimity of opinion, and the counselor
would leave the course with a heightened under-
standing of what constitutes propriety in business
dealings. The counselor, in turn, would then impart
to his employees the practical application of ethics
learned in the session(s).

Conclusion
There are two guidelines h ethics that the coun-
selor must constantly observe. The first is to be
sensitive to the sli8htest perception of impropriety

even if none exists. What may fully satisfy the
counselor regarding ethical conduct may not be as
readily apparent to the public with whom the
counselors deal. A second important guideline is to
avoid conflicts of interest that tend to compromise
the counselort integrity. Some counselors naively
believe that conflicts of interest are routinely re-
solved by full disclosure and by agreement u/ith
those third parties affected by the possible conflict.
In many cases, it is patently insufficient to conclude
that informhg all parties will make the problem go
away. Chances are the third party who is the most
adversely affected soon will discover the disadvan-
tage he sustains from consenting to full disclosure
as a solution. Human beings are by nature suscept-
ible to influence. Fortunately, through education,
environmental, cultural and societal exposure, and
parental guidance, one can improve his conduct
and effectively relate to others in a trustworthy
manner.

NOTE
l. The definitions relating to or concerned with cthical conduct are

from Webster's Third UnabridSed Dictionary.
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A Member Of The Club
There has to be a dilemma in real estate offices
which produce million dollar sales .rssociates. To

make the club the associate has to produce listings
or sales or both to equal $l million. The associate
gets rewarded for this kind of production with rec-
ognition in the company, in the Realtor communitv
in the town or city and undoubtedly with a mone-
tary prize. The dilemma facing the salesperson con-
cerns n,hat it takes to bring in the sales to be a

member of the club. "l can make the sale if I don't
say anything about a new proposed tax." "ls what I
am about to do to make this sale ethical?" Not
every sale is made in the dark by any stretch of
one's imagination. Sales are made to satisfy a need:
a seller's need to sell and a buyer's need for shelter
But when the incentive is to be a member of the
club, the opportunity exists to take short cuts and
slide over some facts.

Why not recognize the sales associate who has
put service above self in the office (dealing with
fellow workers) in the community (providing ser-
vice to the industry and town or city), and to clients
(offering babysitting services, interim housing or
interim financing). In manv h,avs, agents are able to
contribute to the uelfare of others.

When someone does something nice for you
and you respond with flowers and a personal note,
have vou noticed how much your thoughtfulness is
appreciated by the recipient? When you volunteer
to do the job that no one else wants to do, have you
noticed how much you are envied? When you orga-
nize the Toys for Tots or the Thanksgiving basket
for the needy or you helped clean up a house before
your buyer moved in, you received satisfaction in
knowing that something you did made life better
for someone else.

These are the people who should be recog-
nized. Someone should be inspired to start an
ethics award h his company not to compete with
the million dollar club but mavbe to make evervone
aware that good deeds and ethical conduc[ rre
recognizable.

"To Thine Ownself Be Trud'
Ethics continues to remain a topic of concern
throughout the ages. Moses represented God with
the Ten Commandments; Plato, Kant, Buber, Saint
Paul and Jesus of Nazareth all have addressed hu-
man conduct. People are influenced in a positive
way by these teachings. They also have been influ-
enced by teachings of the Bible and Koran and
other writings on how we as humans should be-
have. There are a small number of people who are
always going to run contrary to the maiority. They
will, despite everything anvone can do or say,

march to their or,r'n drummer Our goal, (we who
are concerned with practicing ethically), should be

to examine and re-examine our thoughts and ac-
tions. We control (to some extent) ourselves, and
our actions influence others.
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lV Bribery
A consultant was under contract to obtain a zoning
change and an approved sub-division plan on be-
half of an absentee land owner. He was able to
obtain the zoning change and a sub-division into
2O7c more lots than had been anticipated. At the
time the zoning change was under consideration, a

zoning official asked for a free delivery of "excess"
topsoil to his son's house. The consultant atreed.
The next surruner, the same official asked about a
summer job for his son, and the consultant
grudgingly acceded to the request. Consequently,
the consultant realized he had been bribed and
now was captive to the official who regarded the
favors as recompense for the zoning change.

Comment: Some years later, the consultant re-
marked, in confidence, that he was uncomfortable
about being compromised. He fully understood
that disclosure would severely damage his career
and would inadvertently be detrimental to the cli-
ent, who was not a party to the bribes. The moral is
clear: in one's anxiety to perform exceptionally well
for a client, one cannot undertake unethical acts to
achieve the best results.

V Non-contingent Fees

A CRE, also a licensed real estate broket entered
into a year's exclusive contract to sell a suburban
office park for the developer. Certain vexatious
problems confronted the CRE. The project, consist-
ing of 600,000 square feet of space in four build-
ings, was 18% vacant, and the first mortgage
financing of $40 million was a miniperm with only
a s-year remaining term. The CRE realized that a

comprehensive office marketability study was re-
quired to inform prospective purchasers about
what to expect on absorption. It would also be es-
sential to complete an in-depth IRR analysis in sup-
port of the selling price. Thus, much professional
work was required to ready the property for sale.

The engagement contract provided for a mini-
mum non-contingent fee of $100,000, payable in 12

monthly installments. The CRE also was to receive
an additional performance fee of $200,000 if a sale
was negotiated on terms and conditions satisfactory
to the seller A fellow CRE learned of the fee pay-
ment method by the developer to the counselor and
complained to The Counselors' Ethics Committee
asserting that non-contingent fees were unethical
b€cause they deprived the CRE of objectivity and
professionalism.

Comment: Both The Counselors' Code and the Stan-
dards permit partially contingent fees under care-
fully defined circumstances. The fact the counselor
was to receive such a substantial minimum fee
served to assure that his objectivity and sense of
professional obligation to his client was unim-
paired. Counseling requires a certain mind-set

which assures a fiduciary relationship. The coun-
selor also prepared studies and analyses of a high
order before the property was marketed. In my
opinion, such high level support and preparation
could not be assured if only a fully contingent com-
mission was offered.

The realihes are the CREs could not attract to its
ranks those particularly qualified marketing and
negotiatin8 specialists if those specialists knew that
the Code of Ethics restricted their method of com-
pensation to an hourly rate basis. Otherwise, the
temptation to act as a broker would be too strong.
The counselor in this case had fully disclosed to the
prospects the general nature of his engagement,
and, the substantial up-front, non-contingent fee
assured the counselor's obrectivity to his client.

VL lmpropriety
A counselor was engaged to make a site-specific
marketability study for a proposed new office
building on a major urban site. The developer had
prior commitments to lease one{hird of the build-
ing, but he could not obtain a permanent mortgage
take-out or a construction loan without a profes-
sionally accomplished market study to analyze the
economic base in the market area and all the real
estate supply and demand factors. The study
would serve as a basis to estimate the rental lalue
and the critical absorption rate. The study would
take 90 days.

In the first 30 days, the developer invited the
counselor and his wife to his counky club for din-
ner The counselor considered this merely an ex-
pression of friendship and goodwill by the
developer. In the next 30 days the developer invited
the counselor to ioin a group of male friends for a
weekend of hunting at his lodge. The counselor
desperately wanted to go because two of the Buests
represented outstanding new business oppor-
tunities. He accepted, despite misgivings. On the
retum car trip the developer offered his condomin-
ium in Aspen for two weeks during the following
winter. The counselor never had previously been
socially close to the develop€4 yet he agreed to the
use of the condominium for his family because both
his son and daughter were avid skiers. Was the
counselor compromised by his acceptance of these
favors?

Comment: Unquestionably, the intent of the devel-
oper was to induce the counselor to arrive at a

positive answer on the probable rent level and ab-
sorption rate. It was particularly indiscreet for the
counselor to accept these favors prior to the render-
ing of his report, especially in view of the previous
non-social nature of the relationship. The counselor
clearly should have understood that his indepen-
dence and professional sense of objectivity had
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