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White Paper# 3: Corporate Mobility – The Real Estate Perspective
Introduction

For more than half a century, business enterprises have found that the vitality of their organizations came from having the right people, in the right job, in the right location at the right time. One of the major strategies to meet this goal has been to require the human capital assets to relocate their families to the needed location. 

Since the early days of the industry one the critical players in this process has been the residential real estate broker and his/her agents. They become the liaison between the transferee and the new community. This process occurs in good times and bad. Corporations continue to move certain key personnel no matter what the economic client is at any given moment.

This white paper, number three in the DBAI White Paper Series, looks at the operation of a typical corporate mobility division and the justification for starting one within the real estate brokerage.
Workplace Trends
Before we begin to look at the justification and strategies for a brokerage to begin the process of creating a designated corporate mobility department, it is critical that you understand the market trends that have a direct bearing on the corporate mobility levels within the workplace.
TREND #1: COST CONTAINMENT

In good times and bad, one of the efforts of most corporate mobility programs is to provide the most service that they can for as little expense as possible. We know that the cost of providing corporate mobility benefits is not cheap. The amount of expense that a corporation is willing to incur to get the talent they need is directly related to their corporate culture. This corporate culture manifests itself in one of three environments.

· If the business enterprise believe that the employee is primary in their eyes, the industry says that they have a womb to tomb attitude. Whatever the transferee needs, the transferee gets. Call it the Lola factor. The problem is that this does not control your costs.

· The second environment is one in which the transferee is given a set amount of benefits that fit within the budget and nothing else. An exception to policy is not allowed. We call this being cost conscious.
· The final environment is that of rough justice. The corporation provides the employee with a check for discussion sake says $5,000 and says “See you on Monday morning.” Move yourself and the corporate mobility is your responsibility. The critical factor here is that corporate mobility is a taxable event. Many of the costs involved with corporate mobility add to the transferee’s income as shown on the W-2.The cost to move a transferee has escalated greatly over the past five decades. In 1964, the cost to move a transferee averaged $3200 per transferee. In 2010, the Employee Corporate mobility Council, reports that the cost had risen to over $75,000 per transferee. There are ways to provide corporate mobility benefits, attract the best talent and still save money. As a real estate broker, with a full service corporate mobility division, you can assist your corporate clients with saving money due to your lower overhead costs.

TREND #2 – RELATIONSHIP DEVELOPMENT

It is a new world out there! Mass marketing to the marketplace has been replaced by mass customization. The key to success today is not how much of the market do you control. Rather the key is how much of the client’s business do you control. This change in focus comes from the development of relationship marketing. Relationship marketing comes from the development of learning relationships with the corporate clients (employees). Starting with the initial transferee you can develop a benchmark for future transferees. After establishing this benchmark, the question on each subsequent corporate mobility is whether the process is still the same as we have been doing or is there something unique for this transferee. The same question is posed for each transferee.

TREND #3 – THE GLOBAL MARKETPLACE

As we move towards an international business community, we need to review our attitudes towards the individual who is being relocated. When we recognize that the average international move can cost the corporation over $1,000,000, the organization need to get the best bang for the buck you can.

The new global worker is looking for a completely new world. They are the free agents, who report for a particular project and when it is complete, they move on to the next project. They are the modern migrant workers, characterized by the cell phone in their pocket and carry a laptop computer so that they can be reached and perform their duties anywhere in the world.

The impact on the corporation is that they need to find a way to stop the migration away from their operations when they return. Many managers operate with their heads in the sand. They say, “Great John Smith is back from the overseas assignment, his job is there and so just go back to work.” The problem is that the employee is not the same person who left to go overseas. They have obtained:

· A new outlook on life

· A new perspective on the world

· A new way of interacting with fellow employees

They are looking for their experiences and new skills to have meaning within the workplace.

TREND #4 – WORKPLACE SHIFTS

We are seeing new loyalties. People say corporate loyalty is dead and they are probably right. The focus of loyalties has changed and is moving towards increasing the employee’s portfolio of valued skills. The question being asked by candidates is what is this position going to bring to my portfolio of experiences? In this regard, the workplace is shifting from a work environment to a project-based environment. Work to complete this project, and then move on to some other part of the firm, and begin a new project. If you have not already done so, read Charles Handy’s “Age of Unreason” and his sequel “Age of paradox.”

Another aspect of this workplace shift is the changing profile of the workforce. We are seeing the market shift from the traditional worker (husband works, wife stays home with the kids) to an increasing number of non-traditional workers. These non-traditional workers include women, minorities, seniors, immigrants and alternative sexual oriented couples. If you doubt their impact on the marketplace, consider that gay and lesbian couple’s household incomes exceed $100,000 according to surveys conducted in the marketplace.

TREND #5 – LEGAL CHANGES

As we read and listen to the media, we see that the legal landscape affecting the operation of the human resources field and corporate mobility is changing almost daily. The eight major areas that we as human resource specialists need to be concerned with can easily show the impact:

• Disclosure Laws- As corporations moving our employees around the world, you are deemed to have deep pockets. We need to be cognizant of the problems that an employee might have with their properties. These problems range from radon gas to the proximity of toxic waste dumps. In some jurisdictions, the employee/corporation is even required to disclose if there has ever been a murder or some one was exposed to HIV in the home.

• Family Medical and Leave Act – One of the aspects of relocating a transferee without support is the development of behavior problems and illness. FMLA allows the employee to take time off to care for that ill family member. How does that affect your operation when you move the employee to fill a critical need and suddenly they ask for time off?

• American’s with Disabilities Act – You have found that perfect employee who fills that critical need in your operations. Have you considered whether the new offices are handicapped friendly? Do you know all the handicapped employees in the company? Are you willing to make the accommodations that are necessary for the employee to have a meaningful work experience?

• Tax Law – With changes in the tax law, the new capital gains law almost makes the need for loss on sale a moot point. However, the question remains as what to do about loss on sale situations. This becomes increasingly important in international moves, where their stay overseas might not count toward the two-year residency requirement. Another consideration is that corporate mobility is a taxable event. Under the current law, with the exception of the movement of household goods and the final trip to the new location, all other corporate mobility policy components can place added income burdens on the transferees. It becomes imperative that you have a tax counsel review your policies to minimize the impact on the transferee.

• Environmental Issues – Like the disclosure issues, the presence of environmental concerns can affect corporate mobility. Transferees can be susceptible to many things within the environment and they all must be taken into account. These issues include such things as radon gas, second hand smoke, and odors.
Case Study – Early in the 1970’s, we worked as a corporate recruiter. One of our specialties was recruiting legal professionals. One attorney we talked with had just given up a lucrative law practice in New York and had relocated to Tucson. After a short period, the attorney was forced to move back to New York because his young daughter had developed childhood rheumatoid arthritis. The best physician to handle her care was back in New York.

In reality, these environmental issues can also affect the implementation of the Family and Medical Leave Act and other disability laws.

• Referral fees – You might be asking how do referral fees affect corporate mobility. Generally, there is no problem with the payment of referral fees in a corporate mobility transaction. The problem arises out of what the industry refers to as “After the Fact Referral Fees.” Let us look at two scenarios as to how After the fact Referral fees work.

Scenario #1: Payment of a referral fee

Her employer is relocating Mary Smith to the New York Metropolitan area. On her house-hunting trip, she makes the comment to her real estate agent that she has a home to sell in the old location. The agent calls a real estate broker in that location and refers Mary Smith to that agent. When the sale closes, the agent in the new location receives a portion of the commission on the referred side. This is legal.

Scenario #2: After the Fact Referral Fees

Upon notification of being relocated, Mary Smith calls her best friend who is the agent who sold them the home two years ago. The friend puts the home on the market and then proceeds to market the home in search of a buyer. After about two weeks, the agent is able to find a buyer who is ready, willing and able to buy the property at an acceptable value to Mary Smith. Consequently, Mary Smith agrees to sell the home to the buyer. It is now 48 hours before the scheduled closing, and the agent’s telephone rings. The party on the other end of the call identifies themselves as being with a corporate mobility management company who works with Mary Smith’s employer. The conversation then turns to the fact that part of the agreement with Mary Smith’s employer is that the fees charged to them are based on how much referral fees they collect. Therefore, when Mary Smith’s home closes the agent owes the corporate mobility management company a referral fee. Failure to pay the fee means that Mary Smith will not close on the property.

Many states are now passing laws banning the scenario shown in #2 above.

• Changing Real Estate Markets – The real estate markets have gone through a dramatic life cycle as of lately. We can go back to the early 1980’s and find real estate markets where people were refusing relocations due to the high rate of interest on new mortgages. The pendulum swung in the 1990’s to a boom market where sellers were getting astronomical price offers on their residential property. In the early 2000’s the pendulum swung back again not due to high interest rates but because of people being underwater on their homes owing more than the home was worth. As the readers full well are cognizant of you can go into almost any neighborhood and find homes in foreclosure or abandoned.

• Health Care – With the recent enacted national health care changes, the issue of coverage when an organization moves an executive becomes critical to their willingness to move.
TREND #6 – ORGANIZATIONAL STRUCTURE

Corporate America ain’t daddy’s world anymore. As we already have stated earlier, the organizational structure has moved to a project basis rather than a job basis. Family reluctance has become the primary reason why employees refuse to accept relocating for a new position. Many employees rather than accept a transfer will change focuses and become telecommuters which opens a completely new set of issues. Another aspect of this organizational structure change is that there is no longer anything called lifetime employment.

TREND #7 – FOCUS SHIFT

The focus shift looks at where the employee is focusing their lives on. Their primary focus has switched from the company to the family. This change has forced corporations and transferees to look at the role of the parent and the family members. Many transferees are in a sandwich generation situation. The employee and the spouse are responsible for both the children and the parents. The National Center for Women and Aging at Brandeis University recently reported that the average employee who is the caregiver for an elderly relative suffers an average loss of income of $659,000 over their work careers. This focus shift causes corporations to more intensely consider both childcare and elder care issues when they ask an employee to move. They also need to take into consideration that from the time the employee is asked to move until they are assimilated in the new location, they must complete over 300 separate activities. 
TREND #8 – TECHNOLOGY SHIFT

Like every other aspect of life today, the Internet has changed the way we do business. Your transferees can now do most of the research on a new area on line. It also changes the timetable as to the availability of information. The transferee can go to http://www.realtor.com and practically every home listed by a Realtor in the United States with full information on the amenities. As an alternative, they can go to http://www,mapquest.com and get a printout of all the amenities such as shopping, hospitals, parks and services around any address. If the family has young kids, they can go to http://www.schoolreport.com and obtain the ratings on most of the schools in the country. If the transferee needs more information, they can look at http://www.homeprice.net and for a fee of $24.95 obtains information on the home they are thinking of buying. In addition, the report includes up to 30 comparable properties that have sold within a half-mile radius over the past six months. The report also includes full information on the local schools and the neighborhood services such as shopping, police, hospitals, doctors etc. The Internet brings to the transferee data, which before this took days to uncover. Now it can be discovered at a click of a mouse.

Why a Department?
Especially in the times of economic downturn brokers look for ways to distinguish their brokerage from others in the market. The intent here is to increase the firm’s market share. A vibrant, active corporate mobility division is the key to achieving that goal. In order to reach that point, however the brokerage needs to complete several actions.

Action #1: Does the brokerage have the right culture for a department to exist?
While agency law and state real estate regulations state that the broker of record is responsible for the actions of his or her agents, the broker needs to be willing to give up some of the control of the agents that are involved in the service delivery in the mobility industry. The corporate mobility department is the closest thing in real estate to managed care and therefore needs to be treated differently than other departments of the brokerage. A corporate mobility division does not operate in the same manner as say the property management division. The services and demands on the firm are placed in the picture by the corporate clients,
Action #2: Department must be staffed by trained mobility professionals

The delivery of mobility services to transferring families is not for everyone. The department has to be staffed with agents who are right for the task that they are presented with. The staffing process begins with the selection of the individual who will lead the effort. The ideal candidate should be an individual who understands not only the real estate sales process but has some background in the human resource arena within a corporation or from a corporate mobility management company.

Once the director is chosen the attention must be turned to the goal of completing the staffing of the department. Many brokers make serious errors by staffing the division by issuing the policy that all referrals should go to the top producer in the office, the agent on duty or worst option is to give the lead to an agent who is in a rut production wise. The expectation from the industry is that the brokerage will establish an “A” team of agents to work with the mobility business. Each of these agents should undergo extensive training in all facets of corporate mobility to give them a total overview of the process.
Action#3 : Development of the Service Package

Once the department is established, the next action should be the creation of the package of services that your firm will deliver to your client base. Whether delivered by the brokerage or a wheel of service partners, the package must be comprehensive enough to meet the needs of both the individual and the corporate client. It also should be location specific.
Action#4: Immersion in the area business world
The brokerage needs to be serious about their commitment to the industry. One of the ways to demonstrate that is to get involved with the local business space. This should include involvement with the local Chamber, the local and national Society for Human Resource Management organizations and any other business oriented groups that might be available.
History of the Corporate Mobility Divisions

The first department of its kind was started in 1972 in Tulsa, OK by Detrick Realty. They began the movement that led to the creation of the departments as we see them today.  By the beginning of the 1980’s most brokerage firms had established some level of corporate mobility services models.
Typically these delivery models have undergone a lifecycle from the very elementary type to the full capabilities program. This lifecycle begins with the Broker of Record recognizing that they need a central point of contact asks the office receptionist to handle the calls. She knows enough about the real estate business to get the basic information on what the transferee is looking for. What she lacks is the knowledge of how this piece fits within the corporate operations.

With any effort, the volume of referrals increases to the point that the brokerage needs someone who services the referral business on a full time basis. As a result either an internal or external individual is hired to serve as a referral coordinator. This especially became true when the brokerage becomes affiliated with one of the real estate networks that funnel real estate leads to brokers across the country.

As we have previously stated once the 1970’s arrived the brokerage firms began to aggressively seek the corporate mobility business by establishing separate departments in line with rental, mortgages etc. within the brokerage.

Today the corporations are going to expect that their transferees be assigned to an A team of agents who are specifically trained to work with their employees. Agents who understand the different types of mobility policies used by corporations. Agents who understand the interdependence of each of the steps in the process and how the transferees can benefit from the policy components.
Corporate Mobility Strategies
The brokerage has decided to create a department and has begun the process of staffing the department. It has also developed its service package and has begun to solicit the business from local and state organizations. So where do they go from here? This section looks at the strategies that the department needs to begin to follow in order to reach the levels expected by the industry.
Strategy I – Why Corporate mobility Benefits?

Dr. John Sullivan, former Chairman of the Human Resource Management Program at San Francisco State University, recently wrote an article for the Electronic Recruiting Exchange entitled “The War for Talent is Over, and Guess who Won?” The winner in this war is the candidate.

We can just hear some of you now. That is ridiculous. Corporations decide, based on corporate policy, what a new employee receives in the way of corporate mobility benefits. Think again.

Item: An Austin, Texas based corporation interviewed a candidate for a position. They offered the candidate the position. The candidate responded that he liked the job and the corporation, but if they wanted him, they had to move his brother and his roommate. Not only did they do so, but they hired them also.

Item: An Alpharetta, Georgia Technology Company decided they needed to take steps to retain the present employee base of 40 employees and have an extra carrot for future hires. In September of 1998, he went down to a local automobile dealership and leased brand new BMW’s with the amenities of their choice for each employee. Their status with the company had no influence on the package.

Item: The Wall Street Journal recently reported that a restaurant in the Silicon Valley of California paid a $4000 signing bonus for a pancake flipper.

Who is driving policy decisions? Corporate mobility is not just loading their personal effects on a moving van and sending them on their way to the new location. Corporate mobility involves all the issues involved in completing a move from family issues to tax issues. Corporate mobility is a compensation question for many organizations.
Corporate mobility Policy is a Matter of Survival (Your clients need to place their company on an even keel with the competition). Their corporate mobility policy will be benchmarked against the other corporations the candidates are interviewing with.
Corporate Mobility is a Cost of Doing Business (Your clients have done their research and determined that they critically need certain types of talent for the movement into the next decade) The Corporation has determined the resources they are going to use to locate, hire and retain good employees to fill those needs. corporate mobility benefits are part of that equation.

Corporate Mobility is a Recruiting Tool which can make or break a job offer. Corporate mobility benefits can determine whether they have truly reached all the available talent. Corporate mobility benefits can determine whether they keep that employee.

Action plan for Department Development

Have you ever hear of the question “Which comes first the chicken or the egg?” Corporate mobility Department development is one of those areas. It is not uncommon for the start-up brokerage to start serving relocating transferees before they have a department in place. This usually leads to higher costs for the corporate mobility process. Below is a simple checklist for the development of a corporate mobility department.

STEP #1 – MANAGEMENT APPROVAL

Develop a simple but to the point reason why the brokerage can benefit from providing corporate mobility benefits to the current and new employees of your clients.

STEP #2 – ELIGIBILITY FOR STAFF

Takes a two-step process.

First, you need to decide which agents are going to be eligible to handle the business.

Typically, brokers assign referral leads in only a set number of fashions.

A.The broker implements a random assignment basis. New business coming from corporations is randomly assigned to any agent depending on the Broker’s whim. This is despite whether the right agent is working with the transferee. 

B. The broker uses a production model. In the production model all leads coming into the office are assigned to those agents who are producing the most business during the previous month.

C. The broker implements a rotation system based on those agents who have completed some sort of corporate mobility training.

D. The broker implements an “A Team” approach in which there is a critical network of agents within the company who have undergone extensive corporate mobility training and they are assigned the corporate leads coming into the office. This is the preferred method by the various corporations nationwide.

Second, you need to determine which corporate mobility services are going to be delivered. Do you provide a broad range of services or specialize in providing services towards certain transferees?

STEP #3 – WRITE THE POLICY
Your answers to the questions in step 2 will assist you in writing the policy. Each component must be spelled out in detail. All policy statements must be clear, concise and easily communicated to all parties.

STEP #4 – MANAGEMENT APPROVAL

The finish product should be submitted to management, so they can see what is expected of them and the agents. Gain their final approval on the contents of the policy.

STEP #5 – COMMUNICATE POLICY

Develop the communication pieces, which will be used to inform the agents of the new corporate mobility policy and the effects on their livelihood. The policy should lay out what is expected of each agent who takes on working with a transferee.

Summary
We are in the middle of very turbulent times within the real estate market. Times have been tough before and they will get that way again. One tool at the brokerage community to ride out the turbulence is to create a department which is vital to corporate America. Call it a relocation department or a corporate mobility services or even business development division. The name does not matter as much having in place a set group of professionals who can work easily with the corporate employment base. These professionals can, based on their training, be the eyes and ears of the corporate client in the new city. They can be the difference between a successful relocation or the cost of a failed one.
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