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James Hess: Houses he sells at auction typically require $6,000 in repalirs and redecorating.

Real estate rebel heads own camp

By Corolyn Smith
spaclal writer

J.R. Paine worked three years for
two major real estate companies be-
fore dectding what she and her col-
leagues were doing was “a ripoff” 10
people whose homes they sold,

So Palne, a sclf-described maver-
ick who prefers using initlals to her
flrst name, Joyce, founded Home
Marketing Speclalists in Southfield.
Only a few months old, it is an asso-
ciatlon of 10 real estate speciallsts
including attorneys, brokers and
marketing, advertising and flnancial
cxperts who have “200 years of real
estate experience among us.”

The company’s fee for scliing any
home s a flat $1,400 “or less if the
selling price s under $50,000," Palne
sald.

Paine alse wrote and lud pub-
lished this year a 77-page paperback
guide, the “Smart Homeseller's Sale
by Owner Kit,” which she markets
fram her office fer $19.95 plus sales
tax.

The book detalls steps to take to
selt a home — from pricing and ad-
vertising to financlag arrangements,
tax laws and the closing. It offers
tips on “action ads" and holding open
houses. It spells out essentlals ele-

ments of a valid contract and
remedies if a buyer breaches it

SO WIIY DID Palne leave the
traditional real estate fold? She
begns slowly.

"For 95 percent of the people, a
home is the largest single financiat
investment, Let's say a home was
purchased five years ago at $65,000.
The owner put in an average $10,000
In improvements over those five
years, Loosting the valuc to $75,000,
The home sells for $100,000, lcaving
a total eapltal galn of $25,000.

“But,” she says, ralsing a finger.
The pace quickens, her tone a bit
more sirident. “But out of that
$25,000 comes a $6,000 commission
to the Realtor (based on a 6 pecent
fee), and the seller is left with only
$19,000.”

Paine recalls her days as an agent:
“I saw unhappiness on the faces of
my cllents, which made me feel mls-
crable, I and some of the other Real-
tors felt our system was unjust, No
one, myself included, had put in that
kind of time and effort to warrant
(hat kind of money . . . We've got a
helpless publle. It's time a wrong be
righted.”

She calls the 6 percent commis-
sion made by real estate agents “a

ripoff” and “an unfair tax." Why a
tax? “Well, what else Is it? A tax
also can be levied without passing a
law. This is taxation without repre-
sentation.”

Paine stressed It (s illegal o set a
standard rate of commission for real
estate agentss, “But In practice, ev-
eryone charges 6 percent. That's
been the casc for years,”

Another complaint of Paine’s is
that real estate agents are not prop-
erly trained, saying that they take 30
hours of elasses and “‘a simple test.”

Paine's business and her book
were met with mixed reactions, she
sald. There were some threats
against her. There was some guict
praise from people in the buslness.
But mostly, “there was thls ‘How
could you do this to my bread and
butter?’ complalnt.”

JEROME DELANEY, vive presi-
dent of the Western Wayne Qakland
County Board of Realtors, sald he
hasn't_heard of Paine or read her
book. But he called her thinking part
of “a long, ongoing debate™ between
the real estate industry and its ad-
versarles.

An assoclate broker for Welr,
Manuel, Snyder & Ranke in Plym-
outh, Delaney denied Paine’s clalm
that Realtors aren't working hard

oing once...

Auctions clinch home sales

By Carolyn Smith
spaclal wrlter

A Livonia businessman has seld 380 homes in
the last six months, Matching efforts could have
posed quite an endurance test to several real es-
tate egents.

But James Hess, president of Bankers Real Es-
tate Outlet, did his work In a now-tfashloned way:
He sold all the homes at auctions.

Products of foreclosurces, they arce considered
“real bargains” on the avction block, Hess said.
The bank, savings and loan Institutlen or mort-
gage company saves about $1,000 per month In
holding costs, plus the expense of repairs und
other contlngencics by seiling the houses at aue-
tlon. “That means a blg savings to the buyer as
well," Hess sald. .

‘The typical sccond- or third-owner home will
require about $6,000 for repairs including new
carpeting, paint, modest decorating and remodel-
ing. “We teil the bank not to repalr, just mow the
lawn. Let the purchaser do it. That alone s a tre-
mendous saving to the seller and the buyer.”

Hess has been In the auction buslness for 15
years, netting more than 2,500 home sales. He
opened the Livonia office about 1% years ago. 1
wanted to start managing house auctions better
than I'd scen them done hiere and elsewhere in the
country,” he sald.

Although Hess holds most auctions in the met-
ropolitan Detroil area, selling an average of 70
cach time, he also manages auctions out of state,

He lists the homes much like a rea) estate agent
— wlth newspaper and direct mail advertise-
ments. He holds one- or twa-day open houses, de-
pending on the weather and time of year. A pro-
spective buyer may bring any real estate special-
ist or inspectar to the home. There are no price
lists.

At the auctlon, bidders view slides of the
homes. There are no minlmom bids, and the high-
est bldders win property rights, The average sale
is for $17,000. Bidders must post $2,500 In carnest
money which Is used to supplement the down pay-
ment on a suceessful bid,

Hess cautlons every buyer: “If you back out,
we'll take your money and keep it." And he tells

sellers hefore each auctlon: “Without fall, there
are four or five propertles on which you're going
to have to take a loss, make it up on others.” More
aften than not, he added, the buyer and the seller
are pretty happy.

Bankers Real Estate Outlet also arranges for
home financing. Buyers intending to live in the
home must post a § percent down payment; others
must post 10 percent. A closing date Is arranged
at auction, and closing s usually within 40 days.

MAJOR ADVANTAGES of buylng a home at an
auction Include price savings and an ability to
control spending, Hess said. “If your budget won't
allow you to spend more than §30,000, you won’t
be bidding $50,000."

There are four different types of buyers:

@ The speculator, who repalrs and resells the

ome.

® The investor, who rents It for specific re-
turns on the Investment,

® The casual investor, who usually lives In the
same ncighborhood where the home is located. Of-
{cn, the person buys the home for a relatlve or
rents it for additional Income. Forty percent of all
home auction sales are made to casual Investars.

& The owner-occupant, who wants (o save
money on a home purchase. "We try lo market the
homes to this type of buyer, but he or she repre-
sents only 25 percent of our sales,” iess sald.

“1 {ake a certain segment of the population out
of the real estate market on the sound assumption
that everybody likes to save money,” Hess said,
But he thinks there are certain people who shoutd
not buy homes at auctlon.

“If they don’t have a grasp of a value — or
what it costs to get repalrs done — they shouldn't
bid, And if they're not ambitious or skilled in
home repairs, they should seek other ways to pur-
chase a home,”

Although most homes Hess sells are in the elty
of Detroit, he said every scheduled auction in-
cludes homes in the suburbs, Within the Observer
& Eccetric clreulation area, he has sold them in
Plymaouth, Livenla, Garden City, Westland, Farm-
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enough to earn their money for cli-

ts.

*The real service is getting the job
done and the expertlse involved . . .
All businesscs should be run like our
ours. We get paid for our perform-
ance."

Delaney produced an Internal
memo to office collecagues in which
he suggests they polnt out several
serviees available to those sclling
their homes themselves. Among
them is a welghty list of legal ser-
vices Delaney claims can't be done
by homeowners themselves.

“That's the tack they always
take," Paine said. “They are traincd
to tell clients how stupid they are, to
Intimidate them.”

Delaney takes Issuc with Palne’s
charge that most Realters charge a
6-peccent  commlssion. “Some
charge more or less than 6 percent,
depending on the situatlon. There
are 5o many types of buslness trans-
actlons, it's hard te say what the
commisslon rate should be.”

The Realtor’s greatest advantage,
Delaney sald, is the ability to com-
municate with buyers and scllers as
an objective third party. “If 1 were
seling my own home, I don't think I'd
be objective,” he sald. “That kind of
communleation is very important.
And we happen to do It very well.”

Stocks analyst bullish on economy

By Tedd Schnelder
staff writor

*Wall Street Week” panelist Frank
Capplello, disputing current pessi-
mism among cconomists, told a sem-
Inar at Oakland Community College
Saturday that the U.S. cconomy's
glass Is half full, not half empty.

“You're hearlng a lot of recesslon-
ary talk now," Cappiello told approx-
imately 175 people a Fi-

‘Ten or 15 years ago, if we had these
conditions the couniry would have been on
the throes of a deep recession. But the
service sector on the west coast and heavy

ding on both 1

are

responnlblf; for keé’plng the rest of the

country afloat.’

— Frank Cappiello
Wali Street analyst

nancial Independence Week seminar
at the college's Orchard Ridge Cam-
pus In Farmington Hills,

“But there is a minorily of us who
belleves this Is nonsense.”

Cappiello sald his upbeat predic-
tlon for the next 12-18 months was
based on the current “bicoastal
boom” and a midwestern Industrlal-
agrleultural sector that has hit bot-
tom and wiil soan rebound,

Cappiello, who delivered the key-
note address at the daylong seminar,
said that the New England states
were the “holtest area of the coun.
try” in terms of cconomic growth.
And the western U.S., with the ex-
ception of oll d Texas, con-

high-tech and services, the midwest-
ern “recession” hasn't dragged the
entlre country down with it, Capplel-
lo said.

“TEN OR 15 years ago, If we had
these conditlons the country would
have been on the threcs of a deep
recesslon,” Cappiello sald. “But the
service sector on the west coast and
heavy on both

the end of next year.

Cappiello sald the falling U.S. dol-
lar is helping heavy Industry In its
fight with forclgn competltion be-
cause Amerlcan-made products vep-
resent a better buy both here and (o
Europe,

Capplello, who has served as both
host and a pancllst on PBS televi-
sion's "Wall Street Week™ and as a
expert on ABC-TV's “Good

coasts are responsible for keeplng
the rest of the country afloat.”

At the same time, the nationally
known financlal analyst sald condi-
tions In the cnergy, agtlcullur,u ngd

f of the

tinues to hold its own.

But because the emphasis of
Amerlea's economy 1s shifting away
from heavy Indusiry and toward

economy have “bottomed out.”

He predicted a rebound in the
price of oil from the current $12-315
per barrel to the low-$20 range by

Morning America,” was chief Invest-
ment offleer of a New York insur-
ance holding company for 12 years.
He also served as rescarch direetor
for 2 major stock brokerage firm.

In addition to Capplello’s address,
the seminar featured workshops on

JANICE SCHWEIZER, a certified
financin) planner with offices in
Plymouth, said planncrs are not a
t00) onty used by the wealthy.

In fact, Schwelzer said it is mld-
dle-lncome people who should seek
out a good financlal planner beeause
they are the ones who “can't afford
{0 make mistakes with thelr money.”

Schwelzer said a planner wlill go
thraugh six steps with a cllent: col-
Jecting data, sotting goals, analyzing
data, providing a written plan, im-
plementing the plan and perlodic re-
vlew and revislon.

Another organizer of the seminar,
Thomas Brubaker, presented parti-
cipants with a list of 10 questlons
they should ask when hiring a flnan-
clal planner.

The list Included questtons on pro-
fesslonal background and experi-
ence, services offered and risks in-
volved.

The seminar was co-sponsored by
the International Associatlan for Fl-
nanclal Planning, the Institute of
Certifled Financlal Planners, the
College for Finoncial Planning, Oak-
land Community College, Wayne

basic planning,
needs, cvaluating Investment op-
tlons, tax planning and Insurance.

State U y's College of Life-
long Learning and Observer & Ec-
ceniric Newspapers.

S 1985 Ny 1986
{through 8-31) {through 8-31)

No. of sales

No. of sales 13,958

2760 o
Ave. price Ava. prico

$64,758 !
+17%

Housing sales vary

sales data by the W Wayne-
Oakland County Board of Realtors ahows a 9 percent gain
in sales over 1985, with prices rising 17 percent over last
year. The South Oakland board reported sales silpped by 4
percent, while prices increased 20 percent. The Traverso
City aren leads the state in increased sales, rogistoring a
gain of 39 percent. But prices thora havo fallen 3 parcent
since last yoar. Statewide totals, reported by the Michigan
Association of Realtors, show an increase in sales volume
of 14 percant, with the price of the averago home rising 10
percent over 1985 figures.




