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 ECONOMICS, LABOR & BUSINESS

REAL-ESTATE 
SURVIVORS
THE SOURCES: “Do Real-Estate Brokers Add Value When Listing 

Services Are Unbundled?” by B. Douglas Bernheim and Jonathan 

Meer, in Economic Inquiry, April 2013, and “Why Redfin, Zillow, 

and Trulia Haven’t Killed Off Real-Estate Brokers” by Brad Stone, 

in Bloomberg Businessweek, March 7, 2013. 

LIKE BEACHFRONT HOUSES LEFT UNTOUCHED 
by a hurricane that washes away their 

neighbors, real-estate brokers have some-
how survived the Web onslaught that 
has devastated travel agents and other 
middlemen. It’s one of the minor myster-
ies of the Internet age, deepened by the 
latest research of B. Douglas Bernheim 
and Jonathan Meer in Economic Inquiry. 
People who sell their houses through a 
broker, the two economists find, get 5.9 
to 7.7 percent less than those who don’t.  

Other researchers looking at the real- 
estate market have found similar evidence,  

Against all odds, real-estate agents are thriving.
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Bernheim and Meer report. A 2008 
study showed that when agents sold 
their own houses, the properties stayed 
on the market for nine days more than 
comparable homes and sold for four 
percent more. It’s a classic manifestation 
of what economists call the “principal-
agent” problem: Agents (not just in real 
estate) have incentives that don’t always 
align with those of the principals they 
represent. Real-estate brokers, who bear 
the cost of marketing homes and show-
ing customers around, have a strong 
incentive to close a deal quickly rather 
than wait for better offers.  

Why do the vast majority of sellers 
still use real-estate agents? Bernheim 
and Meer suggest that people with a 
house to sell value the convenience or 
speed the brokers offer, or simply may 
be ignorant of what a broker’s services 
will really cost them. Brad Stone, report-
ing in Bloomberg Businessweek, where he 
is a senior writer, gained some insight 
by looking at four Web-based compa-
nies that have entered the real-estate 

business. Zillow, Trulia, and Realtor.
com have thrived by offering users the 
ability to shop for homes online, but the 
companies play no part in transactions. 
Sellers still need to manage those them-
selves or sign up with an agent. A fourth 
Web-based firm, Redfin, has gone head 
to head with agents by offering cut-rate 
services. (Traditional broker commis-
sions average more than five percent of 
the selling price.) It has struggled.

Zillow CEO Spencer Rascoff told 
Stone that “consumers don’t really care 
about commissions. They say they care, 
and they talk a big game in the off-
season. But when push comes to shove 
and it comes time to sell their home, 
the transaction is so infrequent and so 
highly emotional and expensive—and 
consumers are so prone to error—that 
they turn to a professional.”  

Bernheim and Meer don’t think 
that’s the only explanation. Ignorance 
is another. They point to an area where 
properties are not entered in the Mul-
tiple Listing Service, the broker-owned 
system that many realtors consider an 
indispensable marketing tool. The 
houses are in a California neighbor-
hood in which homeownership is open 
only to faculty and staff of Stanford 
University, where Bernheim teaches. 
(Meer is on the faculty of Texas A & M.)  

Real-estate brokers 
have somehow survived 
the Web onslaught. 
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The properties are listed only through 
the Faculty Staff Housing Service, a 
Stanford entity. Even so, many sellers  
still engage real-estate agents. But  
after the two researchers circulated an 
early version of their findings in the 
neighborhood, “the fraction of sellers 
using brokers plummeted from 59.5 
percent in 2006 to only 28.6 percent 
in 2007.” n

FAMILY MATTERS
THE SOURCE : “Career, Family, and the Well-Being of College-

Educated Women” by Marianne Bertrand, in American Economic  
Review, May 2013.

DO AMERICAN WOMEN WITH BOTH A CAREER 
and a family really have it all?

Maybe. But they’re not necessarily 
smiling about it. Of 3,595 college-
educated women polled as part of the 
General Social Survey, a biennial bat-
tery of questions posed to thousands 
of Americans, only 43 percent of those 
juggling family and careers reported 
“being very happy,” Marianne Bertrand, 
an economist at the University of Chi-
cago’s Booth School of Business, writes 
in American Economic Review.

Forty-seven percent of the women 
who had families but were not pursu-
ing careers said they were very happy, 

according to the data, which were gath-
ered in surveys administered between 
1972 and 2010.

Things were worst for single women 
who had no career. Only 29 percent 
of them said they were very happy.  
A slightly larger proportion of sin-
gle women with careers, 34 percent,  
characterized themselves in this way. 
(Bertrand classified a woman as having 
a career if her income ranked above the 
earnings of at least a quarter of college-
educated men who were of a similar age 
and worked full-time.) But the greater 
happiness that resulted from having a 
career dwindled to insignificance after 
unmarried women turned 40, according 
to Bertrand’s calculations. 

Family, which Bertrand defines as 
marriage with or without children, pro-
vides a lasting happiness boost. “The 
biggest premium to life satisfaction is 
associated with having a family,” she 
writes. “While there is also a life satis-
faction premium associated with having 
a career, women do not seem to be able 
to ‘double up’ on these premiums.”

Wives with careers can find life try-
ing. Drawing on self-reported mood 
levels of 1,482 women who took part 
in the 2010 American Time Use  
Survey, Bertrand found that women 
with both families and careers reported 




