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Furniture-Integrated Ambient Lighting by Peerless:
glare-free lighting where it's never been possible before.

A 1989 study (the Steelcase®
Office Environment Index)
established eyestrain as the
number one hazard in
America's offices.

A 1990 study by Cornell
University established that
glare-free lighting from lensed
indirect fixtures dramatically
reduces employee time loss

anything

e no hard shadows and smoo '

~ lighting on every surface.

fromvision-related problems.

Until now, the only lensed
indirect lighting you could buy
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the ceiling or walls.

Now there's an alternative
for low ceilings, or for when
you're planning a move and
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furniture-integrated lighting
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It delivers the right levels
of glare-free illumination in
a complete luminous
environment.

If you need it, call us. Or
to your lighting professiona
Or see it at the Steelcase®
showroom in Chicago.
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ARCHITECTURAL RECORD Editoria

Unsung Hero(in)es: Celebrating
the Nontraditional Professional Career

Exact figures are hard to come by. A conservative estimate puts the ratio of AIA
members active in alternative careers at one in six, a 50 percent increase over the
last four years.

I know the appeal is there. A scheduled 1991 AIA convention panel billed as Alter-
native Careers Roundtable: Determining Your Professional Path, which some
had expected to draw a handful of attendees, ended up filling a large hall with 300
enthusiastic participants (see RECORD, July 1991, page T1).

Years ago, while working for another publication, I wrote an editorial I called Un-
sung Heroes. The editorial dealt with those who, although trained as architects,
now labor in a different part of the vineyard from those in private architectural
practice. In reading over the other day what I wrote, it struck me how little, in
some respects, had changed, and in other respects, how much.

For one thing, there are no longer just heroes; there are likewise heroines, or per-
haps hero-persons. For another, new types of careers have emerged. There are
those, such as Wesley Janz from Minneapolis, who consult with large corporations
in the development of new products, packaging, and corporate graphics. Facilities
management has evolved into a distinct career quite different in scope and respon-
sibility from the days when this crucial job at corporations was held by someone
who ordered buildings in the morning and paper clips in the afternoon. Some com-
panies, such as Eli Lilly, have come up with the rather elegant sounding title for
this position: “corporate architect.”

Other architecturally trained people have gone into apparel design, environmental
design, crafts-making and, in the rather spectacular case of Harvey Gantt, senato-
rial politics. Then there are people such as Tony Aeck, Dennis Neeley, and, right
here at McGraw-Hill, Griff Burgh, as well as the folks at Jung/Weber and others,
who have dived into the often-treacherous waters of software design and
marketing.

These are the new ones. The traditional alternate careers persist and flourish—
teaching, journalism, research, public agencies, photography.

Few can aspire to the glamorous alternate careers of Jimmy Stewart or José
Ferrer, both Princeton architecture-school graduates. But the allure persists for
those who value the one great discipline an architectural education confers—the
ability to create order out of a mass of disparate, often conflicting influences—but
who prefer to march to a different drummer. The attraction blooms in a period of
recession, when offices in private practice trim staff, and the possibility of a
steadier paycheck in other fields beckons.

The career of architecture must be seen as more than private practice. It is the
opportunity, for those with a common training ground, to influence every aspect of

our environment. This wider view is essential in these turbulent times.

These men and women must not remain the unsung heroic figures of our
profession. Stephen A. Kliment
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Centennial

It is characteristic of ARCHITEC-
TURAL RECORD to keep a steady
eye on the future. That’s why I
have to amen prefacing the Cen-
tennial issue with an editorial on
architectural education. Archi-
tects everywhere can count on
your clearheaded reporting and
your passion as invaluable re-
sources in making a future not
simply of more, but better.
That’s enough reason to cele-
brate a job well done and to wish
you another century of distin-
guished service.

James P. Cramer,

Executive Vice President/
Chief Executive Officer

AIA

Congratulations—what a won-
derful RECORD!

Norman Foster, Architect
London

What could have been an excit-
ing Centennial issue is a visual
disaster. Wide black horizontal
lines, monocolored photographs,
and lack of hierarchy discour-
aged me from even trying to
find out if there is a message.
Peter Van Dine, Architect

San Froncisco

I just finished reading “Future
Talk” [July, pages 176-81]. I
think you did a masterful job of
capturing the positive spirit and
concerns of the discussion. I do
have one complaint, however,
which is that my firm is improp-
erly credited. I am a partner in a
firm called Berke & McWhorter
Architects. This partnership was
formed over two years ago, and
ironically, appeared correctly
identified in the April issue of
RECORD. I have long advocated
greater acknowledgement of the
collaborative nature of architec-
ture in the media and within the
profession itself. The perpetua-
tion of the image of the architect

as a solo genius/mythic hero, sil-
houetted against the setting
sun, cape blowing in the wind,
does us all a disservice.

Having now said my piece, I'd
like to get a few more copies of
the magazine, if possible.
Deborah Berke, Architect
New York City

Star search

I would hope that 20 more years
will not pass before your maga-
zine and others start to actively
seek out “star-caliber” minority
work to be published in your
predominantly white publica-
tions. Please join the Illinois
Chapter of the National Orga-
nization of Minority Architects
in its effort to ensure that
professional architectural publi-
cations cover past and current
projects of minority architects.
There are several minority archi-
tects who have been elected to
the College of Fellows by the
ATA, and several minority archi-
tects who have received
architectural awards for “star”
projects around the country.
How can these major accom-
plishments go unnoticed?

We are willing to help you dis-
cover America’s best-kept
secret, “star-caliber” work done
by architects who are minority
in number but not in talent. We
will help ourselves while we help
you, by leading you to it.
Ronald E. Garner,

President, Illinois Chapter
National Organization of
Minority Architects

Chicago

We welcome your help in iden-
tifying distinguished work by
minority architects. At
RECORD we follow a methodi-
cal, minority-blind process in
seeking out deserving projects
Jfor publication.—Ed.

September 17
“Views on American Architec
ture,” lecture series opening
with Mary McLeod; future
speakers include Mack Scogin
Ronald Krueck, Peter
Eisenman, and Fay Jones. Sa
Francisco Museum of Moder:
Art, 401 Van Ness Ave., San
Francisco. 415/863-8800.
September 24-November
“Designed by Cass Gilbert:
Drawings for Forest Park,”
hen Gallery, St. Louis Art
Museum, 911 Washington Av,
St. Louis, Mo. 314/621-3484.
September 25-26

“Capital Design Week,” 8th
nual symposium on architec
and residential interior desig
Washington Design Center,
D Street S. W., Washington,
D. C. 202/554-5053.

October 3-December 31
“Tadao Ando,” Museum of
ern Art, 11 W. 53rd St., New
York City. 212/908-7400.
October 17-18

“Fulfilling the Promise of
Mixed-Income Housing,” 19
Housing and Society Trust
nual Conference in conjunct
with the Chicago Dwellings
Association. Embassy Suite
Hotel, Chicago.
617/328-3100.

October 17-19

“Designer’s Saturday,” In
tional Design Center of Ne
York, sponsored by Designs
Saturday Inc. New York Ci
212/826-3155.

October 20-23

Industrial Fabrics Associat
International Convention,
Opryland Hotel, Nashville,
Tenn. 612/222-2508.
October 28-31

A/E/C Systems Fall 91 C
ence and Exhibit, Nashvill
Convention Center, Nashvi
Tenn. Contact Sharon Pric
800/451-1196. m
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Polshek Invents Hall of Fame

Designing the National Inventors Hall of
Fame in Akron, Ohio, “gave us the opportu-
nity to do some inventing ourselves,” says
Akron native James Stewart Polshek. The
museum is the first building Polshek’s firm
has planned for his home town. Guarding the
main exhibit hall, which is submerged 35 feet
below grade, is a long, sweeping stainless-
steel wing, a circular fragment expressing
infinity. The signature science exhibit is an
active, 200-foot-high mass-dampening tower,
designed by Ove Arup to demonstrate the
stabilizing action of these devices. Along with
the tower and underground Great Hall, the
museum provides a visitors’ center, theater,
cafe, and gift shop. It will sit at the gateway
to the University of Akron, a major center for
polymer chemistry research. Polshek is also
working on a convention center and master
plan for Akron. P. D. S.

Pennsylvania

s befits Andy Warhol’s legacy as a pioneer

the union of industrial production and fine
rt, a new museum devoted to his work is
lanned for an industrial building in War-
ol’s native Pittsburgh. Architect for the
novation of the seven-story, 70,000-sq-ft
ilding, built in stages from 1911-22, is
ichard Gluckman Architects of New York
ity, in association with UDA Architects of
ittsburgh. The renovation retains the exist-
g structure and terra-cotta details, while
terior planning accommodates galleries for
permanent collection of 700 paintings, a
nge variety of Warhol’s prints and

awings, screening rooms for film and

deo, and an archive/library. Scheduled to
en in the fall of 1993, the museum is a

nt venture of the Dia Art Foundation, the
arhol Foundation for the Visual Arts, and
e Carnegie Institute. m

Support

S Exhibition
Enchuan Liu
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Van Valkenburgh and Saitowitz
Collaborate in Columbus

Mill Race Park, an 86-acre site on a flood- new, perfectly circular lake, defined by a amphitheater stage and public buildings,
plain of the White River at the western edge masonry walk and flowering trees, as a con-  Saitowitz has contributed a 90-foot concrete
of Columbus, Indiana, is a joint project of trast to the winding river. An earthen tower with exposed steel stairs, elevator,
landscape architect Michael Van amphitheater, drawn from Native American  and viewing platform. The platform floor
Valkenburgh and architect Stanley earthworks indigenous to the region, will features a granite map of the city, which is
Saitowitz. Van Valkenburgh proposes a rise above the flood plain. Along with the visible beyond the park. P. D. S.

Avustralia

Massachusetts Firm Redesigns
Perth Waterfront

The city of Perth in Western Australia has
chosen Cambridge, Massachusetts-based ar
chitects Carr, Lynch, Hack & Sandell as
winners of an international competition for |
the redesign of its two-mile riverfront. The
main thrust of the winning plan, called Wa-
terside Perth, unites the city with the Swan
River shorefront by creating a series of
parks, an urban beach, and a large crescent]
shaped promenade. The architects created
large island for botanical gardens and arts
activities by carving a new creek through
the water’s edge. In addition to recreational
and tourist facilities, the plan includes Pert
Center, a new commercial district, with of-
fices, housing, retail, and transportation, a:
well as a new city hall in the existing civie
center. A proposed World Environment Ce
ter, an education and research facility,
serves as the project’s signature building.
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Venturi and Scott Brown
Head for the Playground

A multicolored facade, columns shaped as
boys and girls from various cultures
“Caryakids”), and a playground greet visi-
tors to Venturi, Scott Brown and Associates’
proposed Mary Gibbs Jones Building for the
Children’s Museum of Houston. Clad pri-
marily in cast stone, the 44,000-square-foot
addition contains galleries, an auditorium,
classrooms, and an art studio. A rhythm of
arches in a spectrum of colors graces the
two-story, clerestory-lit “Kid’s Mall”’—the
focal point of the addition. The addition is
scheduled to open in November 1992. m

eI % R A RS S
State and Wright Foundation Join
Forces at Taliesin

e The State of Wisconsin and the Frank Lloyd
Wright Foundation have together estab-
lished the Taliesin Preservation Commission,
a private, nonprofit organization dedicated
to the preservation of Taliesin in Spring
Green, Wisconsin. The comprehensive effort
encompasses not just Wright’s house and
studio, but also his nearby Hillside School,
Midway Farm, Romeo and Juliet Windmill,
and Tan-y-deri cottage, as well as the 600
acres on which these structures sit. A new
center designed by Taliesin Associated Ar-
chitects to handle the growing number of
visitors—27,000 last year—is planned for an
adjacent site. Robert Burley, a preservation
architect from Vermont, was selected by the
20-member commission to administer the
job. He describes the existing structures,
built between 1897 and 1938, as suffering
both from the normal deterioration of age
and from inadequacies in their original con-
struction. “Taliesin was a design laboratory
for Wright, and he sometimes built more
-ambitiously than time and money allowed.”
On the other hand, Burley notes that “from
a preservation viewpoint, the structures are
in good shape. They’'ve always been owned
by Wright, or by the [Frank Lloyd Wright]
Foundation, and so the building forms are
intact, inside and out.” To fund this large en-
deavor, the commission hopes to raise about
$28 million from private and public sources.
For its next project, the foundation may turn
to Taliesin West. Nancy Levinson

rank Lloyd Wright Foundation

Briefs

Promise

A shut-down symbol of New York City’s eco-
nomic malaise could see daylight again.
Hardy Holzman Pfeiffer Associates has
been tapped to renovate the Biltmore The-
ater, a landmark Art Deco theater that

closed its doors four years ago and has since
been damaged by fire and vandalism.
Disappointment

Things don’t look so good for Daniel
Libeskind’s proposal for a museum in Berlin
dedicated to that city’s Jews. The city,
strapped for cash following reunification
and preparing an expensive bid for the 2000
Olympics, is putting the museum on hold for
at least five years.

Helping out

The Partnership for the Homeless, a New
York-based nonprofit corporation, has
launched Furnish a Future, a new program
that looks past the absolute basics of shel-
ter. FAF will direct furniture from its
Brooklyn warehouse to the Partnership’s cli-
ents once they have found a home. FAF is
reaching out to the design industry for tax-
deductible donations: 718/875-5353.
Competitions

The Building Stone Institute has issued a
call for entries in the 1991 Tucker Architec-
tural Award Competition. Submissions can
be made in six categories. Contact Lacy S.
Vernon, President, Building Stone Institute,
P. O. Box 5047, White Plains, New York
10502; 914/232-5725. m
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Squeeze Play at
Tiger Stadium?

In mid-July, a task force appointed by the
Detroit Chapter of the AIA released its rec-
ommendation for a new Detroit Tigers
baseball stadium. The present Tiger Sta-
dium, erected in 1912, is ranked by the
National Trust for Historic Preservation as
one of America’s Eleven Most Endangered
Historic Places. The task force consisted of
three board members of the Detroit Chap-
ter, one of whom had participated in the 1978
renovation of Tiger Stadium and had sports-
stadium expertise. Two renovation/
preservation proposals, the Cochrane plan
and the Birkerts/O’Neal plan, each pro-
jected to cost well under $100 million, were
rejected, even though a new stadium could
cost an estimated $200 million. (Although the
task force’s recommendation is nonbinding,
the Tigers are eager for a new home and
have threatened to leave Detroit.)

Jerry Shea, president of the Detroit Chapter,
said that the structure of Tiger Stadium is
“basically sound,” but noted that the task
force (which made just one trip to the site)
had expressed concern for unforeseen prob-
lems, many of which surfaced during the
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1978 renovation. One of the Tigers’ main
worries is parking. The existing facility has
no parking lot, and there is concern about
how introducing a projected 12,000-15,000
parking spaces for a new ballpark would af-
fect the downtown neighborhood the Tigers
have their eye on. Still, the Tigers lean to-
ward a site a half-mile from Tiger Stadium.
John Davids of TMP Associates, architect of
the Cochrane plan, still hopes the old sta-
dium can be saved. “Our whole thrust is that
they don’t need to spend that money on a
new stadium.” Maria L. Angeletti

Morphosis Splits Up

Michael Rotondi and Thom Mayne, the part-
ners of Morphosis Architects in Los
Angeles, have announced plans to “expand
their range by pursuing their individual in-
terests” as principals of their own firms.
This architectural divorce was not brought
on by economic adversity and is not an acri-
monious one—not unrelated factors.
Instead, the split shows how differences in
approach can be resolved. Rotondi will pur-
sue the relationship between architecture
and other forms of visualization, such as the
application of computers to graphics and th
emerging technology known as virtual rea
ity. To this end, he is teaming up with
graphic designers April Greiman and Eric
Martin and filmmaker Robert Greenberg to
explore ways in which “the computer can bg
used to conceptualize space, not just produc
drawings.” Mayne, building on a base of

four urban-design commissions currently

under way at the office, is expanding his
practice to include larger projects. “You
might say Michael is growing inward, while
I'm growing outward,” says Mayne, who
will continue the office and current projects
Aaron Betsk)

under the Morphosis name.

Maintaining Model
Research Center

Though U. 8. government funding for Am
ican building research has been minimal, t
French government established its Centre
Scientifique et Technique du Batiment
shortly after World War 11. The governme
gives CSTB’s five labs about $40 million ar
nually for construction research and for
testing products and procedures. In additi
to basic research, the CSTB performs test:
commissioned by manufacturers and sells
reports of its research. For information:
CSTR, 4 avenue de Recteur-Poincaré, 7578
Paris Cedex 16, France. Richard Rush



HUD to Regulate
o
Overregulation

sory Commission on Regulatory Barriers to
ffordable Housing, under Secretary of
ousing and Urban Development Jack
emp, pointed its finger at three hurdles to
affordability: “an increasingly expensive
and time-consuming permit-approval pro-
ess,” “‘exclusionary zoning,” and “well-
ntentioned laws aimed at protecting the
nvironment and other features of modern-
ay life.” The panel proposed a batch of
ecommendations to loosen the hand of what
emp calls “eco-bureaucrats” on the collar

f beleaguered builders.

he title of the report refers to widespread
fforts to bar ‘“undesirables” from estab-
shed communities. “Many communities in
burban Chicago zone out manufactured
ousing and make use of estate zoning with
e-acre lots as a minimum,” wrote Suzanne
ayes, Community Development Director
br the Cook County Department of Policy,
lanning and Development. The commission
ame up with 31 recommendations to pro-
de “the legislative and administrative

ols”’ necessary to reduce regulatory over-
1l. Among the proposals: authorizing HUD
bt only to place conditions on assistance to
ate and local governments, based on their
arrier-removal strategies, but also to set up
entives to develop barrier-free strategies.
addition, HUD and other federal financial
rencies should develop means to guarantee
investment in older urban communities.
vter Hoffmann

State Ruling Jeopardizes
Landmark Laws Across U. S.

In a surprise ruling July 10, the Pennsylva-
nia Supreme Court struck down Philadel-
phia’s historic-preservation law, declaring it
unconstitutional under the Pennsylvania
Constitution. In United Artists Theater Cir-
cuit Inc. v. City of Philadelphia,
Philadelphia Historical Commission, in
which the plaintiff sought to divide the inte-
rior of the Boyd Theater, an Art Deco movie
palace (photo below), into a multiplex cin-
ema, the court held that landmark
designation constitutes the taking of private
property without just compensation. The rul-
ing “came out of the blue,” says Jack Kerr,
a board member of the National Center for
Preservation Law. Two lower-court rulings
and the briefs before the court were “based
on statutory considerations. The court went
out of its way to rule on constitutional
grounds.” Because a ruling based on a state

constitution precludes a challenge in U. S.
Supreme Court, the Philadelphia Commis-
sion, backed by state and national
politicians, has asked the court for a rarely
granted reconsideration, its only recourse.
Even if the judges reverse themselves, says
Kerr, the ruling—which cannot serve as a
precedent in other states—‘‘is a roadmap for
property owners on how to get around their
state constitution.” Laurie Beckelman, who
heads New York City’s Landmarks Pres-
ervation Commission, notes that although
New York City’s law has withstood tests in
state and federal courts, “I’'m very con-
cerned with the impact of this ruling on
landmark laws across the nation.” Mean-
while, the Philadelphia Historical Commission
has indefinitely postponed scheduled designa-
tion hearings. “No one’s optimistic,” says
Chairman Richard Tyler. P.D. S.
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Touchable

Decorative vinyl wallcoverings in a new
range of upscale prints, bright and warm
colorations, and distinctive borders are a far
cry from the once-ubiquitous beige burlap
look. Specification-grade vinyls successfully
pass the most stringent flame and toxicity
tests, such as California Fire Marshal and
New York City’s Materials and Equipment
Acceptance Division requirements. The in-
dustry is confident that its products also will
meet the proposed emission standards of the
State of Washington, which will establish
permitted air-quality levels for interior fur-
nishings. (Currently being developed, these
protocols will measure offgassing of materi-
als after a 30-day air-out period.) The
patterns and textures shown here add a
large measure of tactile and visual interest
to even the most institutional of spaces (and
help hide the inevitable dings). All are Class
A rated per ASTM E84 and come in easy-to-
install 54-in. widths. J. ! B.

300. Design elements from rice paper,
stone, sponge painting, and burnished
metal are used in new Guard patterns.
Columbus Coated Fabrics.

301. Embossing gives a layered appearance
to LX in Weave, Mesh, and Build-Up pat-
terns. Innovations in Wallcoverings.

302. Competitively priced Geometry comes
in 90 colors. Innovations in Wallcoverings
303. Vizeaya is a nondirectional flow of
scrolls and textures in saturated deep toné
and gilding. Forbo-Vicrte.

304. Large- and mid-scale designs in the
Signature 54 line come in over 100 colors.
J. M. Lynne.

305. Volume IV prints such as Ferucci
come in colorways that complement othe
interior finishes. Koroseal Wallcoverings.
306. Self-adhesive Belbien wall surfacing
comes in photorealistic motifs. C. I. Kasei.
307. An “ageless” hospital room by interia
designer Penny Gisclar features a custom
border of local landmarks overprinted on
Genon vinyl. GenCorp Polymer Products.
308. A hospital playroom: enlivened by a
custom border from the Guard-By-Reques
program. Columbus Coated Fabrics.

309, 310. Two new patterns shown in
healthcare settings: a cozy floral from the
Essex Living Environments line, and a
Bolta Source 54 landscape print. GenCo
Polymer Products. m
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Patterned wallcoverings add warmth to For more information, circle item
institutional environments—and are an numbers on Reader Service Card.
economical upgrade in a competitive market.
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ARCHITECTURAL RECORD Practice

Practice

Practice This Month

The theme this month is basie: how to run a
especially ways to deal

with root financial problems and issues con-
fronting architects in the current economy:

design business

* Pricing Services. On this page, manage-
ment consultant Peter Piven takes a new
look at how to get better fees for your work.

* Construction Volume Update. McGraw-
Hill economist George Christie predicts how
much work is /ikely and what kind.

» Getting Paid. Architect and attorney
Timothy Twomey describes how to improve
your chances of collecting those fees.

* Marrying Kind. Architect Bradford Per-
kins tells you how to know when selling out
or buying another firm makes sense and
how to go about it when it does.

* Specification Series: Carpets. Specifier
Katherine Freeman outlines considerations
that will assure the carpet you call for is the
one you want.

* Biting the Bullet. Computer expert Kris-
tine Fallon shows how basic applications can
improve your practice by discussing experi-
ences of architects and others in two areas:
multimedia and automated instruction.

If all else fails, one architect interviewed by
Perkins has perhaps found the ultimate solu-
tion to running a business. He sold it to
another firm that likes running businesses
and lets him get back to why he went into
the profession in the first place: to design.

Charles K. Hoyt
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Pricing Services

By Peter Piven

The current perception of the marketplace
for architectural services is:

1. Most markets have dried up;

2. All the rest have become more
competitive;

3. As a consequence, the ability to get
adequate compensation for services has
declined.

The evidence is clear that some segments of
the domestic marketplace have declined sub-
stantially, particularly those commercial and
residential projects generated by developers.
Some markets, however, have remained rela-
tively stable, especially in the educa‘ional
and corporate fields, and others have been
growing—particularly health faculties and
research laboratories. But those markets
have seen increased competition for commis-
sions as firms with historic strengths and
interests in other markets that have tempo-
rarily disappeared cross over to seek work
where it still exists.

The supply-demand relationship applies as
much to architectural services as it does to
any other sector of the economy. Supply in
excess of demand drives down price. While
increasing the number of firms competing,
firms crossing over use low fees as a way of
entering a market in which they may lack
experience— a typical posture for entry-
level firms in any field. And the broad mid-
range of the institutional/corporate/
governmental marketplace was the most
competitive even before the new pressures,
with the largest number of firms going after
each project.

Three types of markets and firms

If we view the marketplace as segmented ac-
cording to what clients seek and, therefore,
what firms offer, we can identify three kinds
of markets and firms:

Myr. Piven is a mangement consultant with
the Coxe Group in Philadelphia.

e Strong idea
* Strong service
¢ Strong delivery

Strong-idea firms provide singular expertise
innovation, or both on projects of a unique
nature. Strong-service firms provide experi
enced handling of complex assignments
under circumstances that may change
sharply from one project to another. Strong
delivery firms provide highly efficient
service on projects similar to each other
(e. g., healthcare facilities) to clients who
seek more product than service.

Value pricing in strong-service firms
Much of the market that has remained ac-
tive today falls into the strong-service
segment. Traditionally, 60 to 70 percent of
firms in practice were this kind of firm;
crossovers have increased the percentage.
The design methods of a strong-service fir:
emphasize the management process that ¢
ordinates comprehensive, multidiscipline
talents and services until the client’s prob-
lem is solved and the project is built. The
technology is time-intensive. Firms must
take this into account in pricing services t¢
ensure adequate compensation.

Value pricing means that architects are co
pensated on the basis of the value they br
to the assignment as they should be and
on the cost of the effort. But the value dif:
fers and the market says that the more
people that can provide the service, the
lower the value—a classic demonstration
the supply-demand model.

How, then, do you move from effort to va
pricing? For strong-service firms, what
counts is differentiating their services fro
their competitors’ on the basis of quality
and/or other characteristics, but not on
price. First they must be selected and tA4
try to negotiate better fees for bringing
value that others do not.

Continued on page 153



he Decline Stops Here
onstruction Economy Update

By George A. Christie

0 update the Dodge/Sweet’s 1991 Outlook,
onstruction-contracting data for the first
1alf of the year warrant two interpretations
f how things stand.

\ simple year-to-date match-up with 1990
uts the situation in its worst light: the total
alue of new starts at the end of six months
as a dismal 16 percent less than for the
pening half of 1990. However, closer in-
pection shows that 1991’s second quarter
rought a small improvement. It wasn’t
uch—contracting in the second quarter av-
aged 2 percent more than in the first—but
e importance was in the change of direc-
on. After six consecutive quarters of

ecline (beginning with the fourth quarter of
D89), even a small gain is welcome.

he reversal of the Dodge Index of construc-
on contracting happened under promising
rcumstances. The economy is pulling out of
cession, inflation is under control, and in-
rest rates are workable. In this context it
n be said that the first half of 1991 began
ith the end of one building cycle, and ended
ith the beginning of a new one.

ccause the Dodge Index measures con-
acts to build, not building, the key

easures of the construction market will be
t of sync for a couple of quarters. This

usually happens at the cyclical turning
points, and it’s what is coming up next.
Through most of the second half of 1991,
when contracting for new construction will
be rising, expenditures for construction put
in place, as well as for shipments of building
products, will continue to decline. Due to the
shrinking volume of construction started
late in 1990 and early in 1991, current spend-
ing for labor and materials won’t bottom out
for several months.

The upturn of contracting starting in the
spring should result in stabilized employ-
ment and materials demand before year-end.
In 1992, all macro measures of construction
activity will again be heading in the same
direction . . . this time up.

However, for 1991 as a whole, total construe-
tion-contract value will finish in the negative
column again despite the prospect for con-
tinuous gain in the quarters ahead. A full-
year total of $226.5 billion of newly started
projects, 8 percent less than in 1990, will
leave the Dodge Index at an estimated 144
for the whole of 1991. With half the year be-
hind us, the main concern of this Second
Update of the 1991 Outlook for construction
contracting is the contrast between the two
halves of this “turnaround year” and the
prospects for the second half.

Housing: the leading edge

Two generalizations are enough to summa-
rize the outlook for the biggest of all the
construction sector’s submarkets: (1) hous-
ing is where construction cycles usually
begin, and this one is no exception; (2) there
are two housing markets (one-family and
multifamily), but only one of them has the
capability of short-term improvement.

The reversal for total housing starts is the
most positive event so far in 1991, and that
occurred early in the year. Starts hit bottom
in January at an annualized rate of 850,000
units—just about where the 1982 crash came

to rest. By mid-1991, the rate of starts had
improved by 15 percent. Despite this recov-
ery, however, the June rate for starts barely
exceeded 1 million units, and the average for
the first half came to only 900,000 units, 10
percent fewer than in the previous six
months. At this point, if the total of housing
starts for all of 1991 were even to equal the
historic lows of 1982 and 1975, the second
half would have to show an improbable 40
percent improvement over the first half.
Qualitatively, however, 1991’s smaller to-
tal—now estimated at an even 1 million
units—offers a higher proportion of single-
family units than the former cyclical lows.

Multifamily outlook bleak

The prospect for near-term improvement in
multifamily development is close to zero. This
side of the housing market was already in
steep decline before either the credit erisis or
the recession compounded its oversupply
problems. Between 1985 and 1989, under rela-
tively favorable economic and credit
conditions, annual starts of apartments and
condos declined by 50 percent to 400,000
units. Since 1989, the breakdown of the bank-
ing industry has led to a further 50 percent
decline.

The economy’s recovery from its recent re-
cession won’t help the multifamily housing
market much since it doesn’t address the ba-
sic problems of oversupply or lender
resistance. A nominal second-half improve-
ment should result in a full-year total of
200,000 units in 1991.

Singles: half a recovery

is better than none

In the single-family house market, the chal-
lenge is to regain the 1-million-unit volume of
the 1980s. It’s a long way back to where this
business was not very long ago.

For seven years (1983 through 1989), a sup-

portive combination of demographics and
affordability sustained single-family house
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building at an uncharacteristically steady mil-
lion-unit-a-year pace. The credit ecrunches of
1989 (S&L s) and 1990 (commercial banks)
changed all that. Single-family starts fell to
an average of 825,000 units. And in the first
half of 1991 they sagged below 700,000 in the
first quarter before recovering a bit in the
second.

How much improvement can be expected in
1991’s second half? Demographics haven’t
changed, and a backlog of pent-up demand—
perhaps for 200,000 single-family houses—ex-
ists beyond the current need for a million
units annually. The recession’s conclusion is
restoring consumer confidence, according to
opinion surveys, and low inflation spurs buy-
ing, as confirmed by buoyant sales of
existing houses.

Credit (not just mortgage money or con-
struction loans) is the immediate impediment
to even a partial recovery of the housing mar-
ket. Cleaning up the mess that real estate
lending became in the 1980s will retard the
recovery of house building to half its custom-
ary pace this time around. Even at that,
single-family housing will be the dynamic
part of the construction sector for the time
being as starts advance to an average rate of
900,000 units in the second half of 1991.

Beyond 1991

Supply issues—the oversupply of multifam-
ily units and the scarcity of development
funds for singles—will continue to inhibit
the expansion of total housing starts well be-
yond the current year. For 1991, even the
estimation of 1 million units (800,000 single,
200,000 multis) seems like a stretch at this
point, since it would require a fourth-quarter
rate of as much as 1.15 million units. If this
can be achieved, a 1992 total of between 1.2
million and 1.225 million units (a year-to-year
gain of 20 percent or more) is within reach.
As in 1991, most of next year’s potential will
be in one-family houses.

Commercial and industrial building: wait
’til next year. . .or the year after

One of the lessons learned from previous
building cycles is that it would be unrealistic
to look for a revival of commercial and in-
dustrial building for at least a year after the
conclusion of a general recession.
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1991 National Estimates

Dodge Construction Potentials

Second update 7/91

Percent
1990 1991 Change
Actual Forecast 1990/91
Nonresidential Buildings
Floor Area Office Buildings 166 100 -40
(millions of sq ft) Stores and Other Commercial 486 360 -26
Manufacturing Buildings 127 105 17
Total Commercial and Mfg. 19 565 -27
Educational 144 157 +9
Hospital and Health 69 66 -4
Other Nonresidential Buildings 152 142 -7
Total Institutional and Other 365 365 —
TOTAL NONRESIDENTIAL BUILDINGS 1,144 930 -19
Contract Valve Office Buildings $ 17,679 $ -33
(millions of §) Stores and Other Commercial 23,397 -19
Manufacturing Buildings 8,182 -8
Total Commercial and Mfg. $ 49258 $ 38,350 -22
Educational $ $ 17,175 + 10
Hospital and Health 8,900 -2
Other Nonresidential Buildings 15,300 =
Total Institutional and Other $ 40,665 $ 41,375 + 2
TOTAL NONRESIDENTIAL BUILDINGS $ 89,923 $ -11
Residential Buildings
Dwelling Units One-Family Houses 834 800 -4
(thous. of units) Multifamily Housing 302 200 -34
Total Housekeeping Residential 1,136 1,000 ~12
Floor Area One-Family Houses 1,490 1,445 - &
(millions of sq ft) Multifamily Housing 326 220 -3¢
Nonhousekeeping Residential 51 25 -51
Total Residential Buildings 1,867 1,690 - ¢
Contract Value One-Family Houses $ 83479 -
(millions of %) Multifamily Housing 17,317 -2
Nonhousekeeping Residential 4,688 34
Total Residential Buildings $105,484 - §
Nonbuilding Construction
Contract Value Transportation Construction $ 24,597 $ +
(millions of §) Environmental Construction 20,483 -
Total Public Works $ 45,080 $ 44,500 -
Utilities § 4883 $ 5,000 “
TOTAL NONBUILDING CONSTRUCTION $ 49,963 $ 49,500
All Construction
Contract Value Total Construction $245,370 $226,475 -
(millions of §) Dodge Index (1982=100) 156 144




1991 Regional Estimates

Dodge Construction Potentials

Second update 7/91

2 Percent Percent
iConstruction Contract Value 1990 1991 Change 1990 1991 Change
millions of §) Actual  Forecast  1990/91 Actual  Forecast  1990/91
ortheast
T, ME, MA, NH, NJ, NY, PA, RI, VT
onresidential Building Residential Building
Jommercial and Manufacturing $ 8995 § 7,025 —22 One-Family Houses $ 987 $ -3
nstitutional and Other 8,900 8,575 -4 Multifamily and Nhskpg 3,741 -11
otal $17,895 $15,600 -13 Total $13,598 $12,900 =5
onbuilding Construction $ 9818 § 9975 3= 2 TOTAL CONSTRUCTION  $41,311 $38475 7
orth Central
L, IN, IA, KS, MI, MN, MO, NE, ND, OH, SD, WI
onresidential Building Residential Building
lommercial and Manufacturing $11,928 $ 9,000 -25 One-Family Houses $17,729 $18,550 5
stitutional and Other 9,331 9,175 -2 Multifamily and Nhskpg 1,574 3,150 31
tal $21,259 $18,175 -15 Total ; -3
onbuilding Construction $10,924 $10,850 ) TOTAL CONSTRUCTION  $54,486 $50,725 -1
outh Atlantic
E, DC, FL, GA, MD, NC, SC, VA, WV
onresidential Building Residential Building
pmmercial and Manufacturing § 9,303 $ 6,950 -25 One-Family Houses $19,942  $19,100 -4
stitutional and Other 7,727 8,400 + 9 Multifamily and Nhskpg. 1,794 3,025 -37
tal $17,030 $15,350 -10 Total $24,736 -11
nbuilding Construction $ 8,519 § 8,450 -1 TOTAL CONSTRUCTION  $50,285 -9
uth Central
. AR, KY, LA, MS, OK, TN, TX
nresidential Building Residential Building
mmercial and Manufacturing § 6,002 =13 One-Family Houses $10917 $11.650 +7
stitutional and Other 5,266 +12 Multifamily and Nhskpg 1,315 1,125 -14
al $11,268 =1 Total $12,232 1
nbuilding Construction $ 8405 § 8,150 -3 TOTAL CONSTRUCTION  $31,905 —
est
[, AZ, CA, CO, HI, ID, MT, NV, NM, OR, UT, WA, WY
nresidential Building Residential Building
mmercial and Manufacturing $13,030 $10,150 -22 One-Family Houses $25,034 $22,850 -9
titutional and Other 9,441 9,325 -1 Multifamily and Nhskpg. 7,581 -35
al $22471 $19,475 -13 Total ,615 -15
building Construction $12,297 $12,075 -2 TOTAL CONSTRUCTION  $67,383 $59,300 -12

vared by the Economics Department MeGraw-Hill Information Services Company,

rge A. Christie, vice president and chief economist.

right 1991 McGraw-Hill, Inc. with all rights reserved

* Employment growth needed to fill empty
offices is notoriously slow to rebound as
firms exert cost controls to restore profit-
ability. The unemployment rate, now
crowding 7 percent, isn’t likely to retreat be-
low 6 percent for another year or two.

* Recessions leave the manufacturing sector
with excess capacity, and capacity utilization
is currently only 77 percent.

e Shopping-center development, which is a
derivative of house building, needs a solid re-
covery of the housing market as a stimulus.

For these reasons, even under ordinary cir-
cumstances, the recovery sequence of the
construction cycle leaves commercial and in-
dustrial building out of the action for at
least the first year. And 1991 could hardly be
called “ordinary circumstances.”

This time the lag is apt to be longer than
usual for reasons that predate the recent re-
cession: the commercial-building market was
in distress long before the economy’s 1990-91
setback. Overdevelopment in the mid-'80s
building boom, which had been “subsidized”
by accelerated depreciation, distorted nor-
mal supply/demand relationships.

Even before tax reform restored full depre-
ciation, soaring vacancy rates prompted a
determined cutback of new construction (es-
pecially, but not exclusively, office
buildings) in an attempt to restore balance.
But once recession set in, demand for com-
mercial space fell as fast as supply could be
reduced. To make matters worse, the S&L
bail-out leaves the Resolution Trust Corpora-
tion with 1,300 office buildings, 600 shopping
centers, and nearly 200 hotels to unload on
any terms it can negotiate.

Just how long it takes for the commercial/
industrial building sector to recover from
the chaotic condition of the 1980s is a subject
for next fall’s 7992 Outlook. But it is appar-
ent that this market will not fulfill its
traditional role of “second-stage booster”
next year. For the nearer term, the coming
and going of the 1990-91 recession finally es-
tablished the bottom of the commercial/
industrial slide in 1991’s first half at just un-
der $40 billion (annualized rate). Stability
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Getting Paid

close to this depressed rate is the most likely
prospect for the remainder of the year.

Public construction: what recession?

The contrast between private and public con-
struction markets is an interesting subplot
of the 1990-91 recession. Since the third
quarter of 1989, private building (housing
and commercial) collapsed by more than one-
third, yet public construction (institutional
and infrastructure) is still as strong in 1991
as it was at the 1989 peak.

While so much has been going wrong for the
past couple of years, here’s an insulated part
of the construction market where—at least
until now—things have been going right. In-
sulated, in this case, means independent of
the stressed-out banking system.

In 1991’s second half—and in 1992—institu-
tional building could be exposed to some
unfamiliar resistance. Although the need for
schools, health-care facilities, and other pub-
lic buildings continues to mount, the ability
of state and local governments to provide
them has been diminished by the conse-
quences of recession—falling tax revenues
and rising social benefits. Operating ex-
penses (salaries especially) are at greater
immediate risk than capital projects, but de-
ferral of some marginal plans is inevitable.

New strategies needed

In its early stages, this recovery will not
look much different from previous ones. Ini-
tially, one-family homebuilding will carry
total construction contracting ahead while
nonresidential building stabilizes. Overall,
this means an improving second half—by
perhaps 10 percent—but the improvement
will be confined to housing.

Beyond 1991, beware! Although it is reason-
ably safe to say that the decline of
construction contracting reached its end ear-
lier this year, it can’t be taken for granted
that the usual vigorous recovery will follow.
On the contrary, the path to the next cycle of
construction is strewn with obstacles: a bro-
ken-down banking system, an overdeveloped
commercial-real-estate market, a shrinking
young-adult population, to name a few.
These are some of the issues to be dealt with
in the 1992 Outlook.m
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By Timothy Twomey

Each of these suggestions can improve your
chances of getting paid on time—or getting
paid in court, if necessary. They are not ex-
haustive nor applicable without modifying
them to suit your own circumstances.

1. Do no work without a contract
Describe, at a minimum, services to be pro-
vided, compensation to be paid, and when
payments will be made. Because it takes
time to consider and negotiate a comprehen-
sive agreement—which may not be available
before starting work—some architects have
simple, standard client-commitment letters
for almost any circumstance. These letters
include essential minimal terms and condi-
tions. A quick fax to the client of the
appropriate letter, with the client’s executed
return fax, can be simple and fast, and is
much better than having no written agree-
ment at all.

2. Get an advance against final payment
The amount should equal at least the antici-
pated billings during the two largest
consecutive billing periods.

3. Bill more often than monthly

For example, bill every two weeks, or bi-
monthly. A short billing cycle and the right
to suspend services for nonpayment (see
item 6) will reduce your financial exposure.

4. Include dispute-resolution procedure
Require in your agreement that the client
advise you in writing (in a defined short pe-
riod of time) of any good-faith dispute with
all or any portion of your invoice. State that
all amounts not disputed must be paid when
due, while disputed amounts do not become
due until the dispute is resolved. While this
allows clients to avoid payments on disputed
amounts until the dispute is resolved, it also
assures prompt payment of amounts not in
dispute.

5. Require disputes to be mediated first
This is usually only warranted on large
projects. The mediator’s decision should be

Mr. Twomey is an architect and partner in
the Boston law fim of Goldstein &
Manello, concentrating on the building-
design and construction industry.

binding on the parties, but not on a court or
arbitration panel that may later hear the dis-
pute. This will protect your cash flow
somewhat in the face of a client’s bad-faith
dispute, while not hampering either party’s
right to finally settle the dispute by litiga-
tion or arbitration.

6. Say you can suspend services

As long as the agreement establishes pay-
ment-due dates and clearly provides a
dispute procedure (see item 4), saying you
will suspend services for slow payment is
reasonable and may overcome your natural
reluctance to do it. Also state that you will
incur no liability for damages or delay to the
client and that the client will indemnify you
against claims by third parties alleging dam-
ages or delay incurred by them.

7. Get stop-and-start costs

This should apply whether it is the client or
you who suspends work. The schedule and
your fees for work afterward should also be
adjusted to account for the suspension
period.

8. Put a penalty on overdue amounts
This is often referred to as interest. But yo
are not lending money to the client. Refer
this penalty as a service charge.

9. Put copyright notices on all document
This may enhance your ability to prevent u
authorized use.

10. Make document use contingent

on payment

This bars nonpaying clients from using you
drawings, specs, and other documents.

11. Make your certificates contingent
on payment

This should include all certificates, whethe
to the client, the contractor, lenders, or
building officials for certificates of substan
tial completion, building permits, or
certificates of occupancy.

12. Choose arbitration over litigation
Generally, though not always, arbitration i
quicker and costs less than litigation, and
disputes have a better chance of being re-
solved appropriately by arbitrators who ar
knowledgeable about construction. m



Twelve ways to improve your chances.

Sample Contract Provisions

ou may want to use the following contract
rovisions as guidelines:

lient’s right to dispute invoices

f the Client disputes in good faith all or any
ortion of any statement from the Design
rofessional, the Client shall notify the De-
ign Professional of the nature of the
ispute, in writing within ten days of receipt
f the disputed statement. Such written no-
ice shall clearly indicate the portion of the
tatement that the Client disputes and shall
clude a reasonably detailed explanation of
he reasons for the dispute. Remaining, un-
isputed portions of each statement shall be
aid by the Client within thirty days of the
lient’s receipt.

mounts so disputed shall be deemed not

ue to the Design Professional and the Cli-

t shall not be required to make payment of
y amount disputed in good faith by the
lient in the manner and within the period of
me set forth above until the matter in dis-
te has been resolved either by the parties
pursuant to the dispute-resolution provi-
ons of this Agreement. If the resolution
dicates that the Design Professional is en-
led to be paid all or any portion of such
sputed amount, then such amount to be

id to the Design Professional shall be due
d payable within thirty days after resolu-
n of the matter, together with interest
ereon at the rate provided for in this
reement, from the date such amount

uld have been due the Design Profes-

nal had the Client not so disputed such
ount.

thing contained herein shall be deemed to
ive the Client’s right to later dispute the
sis of any statement after payment has
en made unless it involves a dispute that
s been finally resolved pursuant to appli-
le dispute-resolution provisions of this
eement.

iation of invoice disputes

uld the Client, pursuant to this Agree-
nt, dispute an amount invoiced by the
sign Professional, then the Design Pro-
sional, at its election, may require
diation of such dispute. Unless otherwise

agreed by the parties, mediation shall be
conducted by a single mediator, in a simple
mediation session, pursuant to the then cur-
rent Construction Industry Mediation Rules
of the American Arbitration Association.

If the Client and the Design Professional are
unable to resolve such dispute within ten
days of such mediation session then, at the
written request of the Design Professional,
a copy of which shall be simultaneously de-
livered to the Client, the mediator shall
provide the Client and the Design Profes-
sional with a written settlement
recommendation. If such recommendation
indicates that the Design Professional is to
be paid all or any portion of the amount in
dispute, then the Client shall pay such
amount to the Design Professional in accor-
dance with the payment provision, if any,
included in such recommendation or, in the
absence thereof, within ten days of the Cli-
ent’s receipt of such recommendation.

Should the Client fail to pay the Design Pro-
fessional in accordance with the provisions
of the previous sentence, then the Design
Professional shall be entitled to exercise
such applicable rights as may be set forth in
this Agreement. The written recommenda-
tion of the mediator shall not be introduced
into evidence by either party in any arbitra-
tion, litigation, or other proceeding except by
the Design Professional and for the limited
purpose of establishing a basis of the Design
Professional’s defense to any claim or alle-
gation asserted by the Client that the Design
Professional was not entitled to exercise
such rights.

Suspension of services for nonpayment
Timely payment by the Client of amounts
due the Design Professional shall constitute
a condition precedent to the Design Profes-
sional’s continued performance of its
obligations under this Agreement. At the
Design Professional’s election, the Design
Professional may treat a failure to pay the
Design Professional as a suspension by the
client of the Design Professional’s services.
The Design Professional shall notify the Cli-
ent in writing if such election is made. If
such election is made, the Design Profes-
sional shall be paid and shall have such
rights as are otherwise set forth in this

Agreement. In the event of such election,
the Design Professional shall have no liabil-
ity to the Client for delay or damages caused
the Client because of such suspension of ser-
vices, and the Client agrees, to the fullest
extent permitted by law, to indemnify and
defend the Design Professional, using coun-
sel satisfactory to the Design Professional,
from and against all claims and threat of
claims by third parties, and all liabilities,
losses, damages, judgments, awards, and
costs related thereto including, but not lim-
ited to, court costs and attorneys’ fees,
caused by such third parties because of such
suspension of services.

Demobilization and remobilization
expenses

In each case of suspension of the Design
Professional’s services, whether by the Cli-
ent for the Client’s convenience, or on
account of a failure by the Client to pay the
Design Professional timely an amount due
pursuant to this Agreement, the Client shall
pay the Design Professional’s reasonable de-
mobilization expenses actually incurred.
Upon recommencement of the Design Pro-
fessional’s services following such
suspension, the Client shall, in addition to all
other payments required to be made to the
Design Professional pursuant to this Agree-
ment, reimburse the Design Professional for
reasonable recommencement expenses actu-
ally incurred by the Design Professional on
account of such recommencement.

The Design Professional’s compensation for
services unperformed as of the date of such
suspension, and the schedule, if any, for the
performance of the Design Professional’s
services shall, upon recommencement of
such services, be equitably adjusted to ac-
count for the period of such suspension.

Service charge on overdue amounts
Payments on account of services rendered
and expenses incurred not made when due
shall be subject to a service charge until paid
at the lower of the legal rate or the rate oth-
erwise set forth in this Agreement.

This article is intended as a dicussion of
legal principles and possibilities and
should not substitute for legal advice in
specific contract situations.
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Practice

Marrying Kind

By Bradford Perkins

With all the negative press on corporate
mergers, architects may find it easy to for-
get that a merger or an acquisition can be an
effective strategy—even for a small firm.
Still, they are common in the design profes-
sions. Why? Some more usual motivations:

Cashing in the chips

Many professionals find that they near the
end of their careers without any way to get
their capital out or to have their firm con-
tinue on without them. Merging with or
being acquired by another firm is often the
only real option without an ownership-transi-
tion plan. In other firms, the principals fear
they have peaked in inspiration or income, or
they are losing control to subordinates.

Filling out the line-up

Few firms—especially smaller ones—have
all of the leadership skills to build a success-
ful practice. Some find that the best
candidates to fill out the line-up already have
firms of their own.

New markets to conquer
Sometimes the firm lacks leadership in a
new market it wants to enter. Acquiring an
established team and track record is often
the only cost-effective or quick way to com-
pete. This is often true if the firm seeks
work in new geographic areas, but it is even
more important when it wants to offer a new
type of service or do a new building type. In
the last decade, a new variant of this ap-
proach has appeared as major foreign
competitors have bought some of this coun-
try’s best-known firms. Not only do they
want to enter the U. S. market, but they find
American expertise very marketable in their
‘own countries. And whenever there is de-
mand, firms willing to sell appear.

New mountains to climb

Not all firms want simply to expand the ser-
vices offered. Others want a new or
expanded challenge. Some smaller firms sell
to be able to swim in a bigger pond; some
mid-sized firms want something to occupy
and interest their maturing middle-level

Mpr. Perkins is an architect, frequent con-

tributor to RECORD, and principal in
Perkins Geddis Eastman in New York.
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management; and still others—large and
small—sell to have the resources to compete
for more challenging projects.

What buyers look for

Probably the best recent study on design-
firm merger and acquisition activity was
completed last year by consultants Mark
Zweig & Associates. Of the 1,500 design
firms polled, it found that:

* There was broad interest in pursuing merg-
ers and/or acquisitions, and the high level of
activity will probably increase.

» Most of the interest was between firms in
the same professional discipline (architects
in other architects, engineers in engineers,
ete.) in new geographic areas—particularly
Washington, D. C., and the Southeast. Un-
derstandably, most firms appear to want to
stick with what they know to reduce risk.

* Most buyers were looking for firms of simi-
lar or smaller size, but almost 20 percent
were interested in larger firms.

Caution!
Zweig’s and other studies discuss a number
of recurring issues, including:

Distress sales: Desperate situations are the
worst for selling, but are common for sellers
who have a major problem or fear of future
ones. In such sales, retiring partners often
get a multiple-year employment commit-
ment, rather than a rapid retirement.

Time, distraction, and loss of privacy:
Mergers and acquisitions often take three to
12 months to consummate and, in many
cases, fall through. The process is time-con-
suming, requires exposure of all of the
firm’s skeletons and private information,
and is psychologically draining. The selling
firm often feels in limbo and has difficulty
keeping staff and the practice going.

Cultural conflict: The major assets of any
professional firm go home every night. Af-
ter a poorly managed acquisition, the per-
sonnel may go home and stay home. CRSS’s
acquisition of EPRD is only one instance in
which a major firm evaporated shortly after-
ward. All design firms have their own
personality that is difficult to integrate into
others. This is probably the major cause of
failure for mergers and acquisitions.

Becoming a team: One of the most difficult
adjustments, however, is not cultural. It is
the difficulty that acquiring firms have in ac-
cepting their acquisitions in leadership roles.
Conversely, there is the difficulty acquired-
firm principals have in adjusting to being
merely senior employees. Failing to build a
united team leads to the mushroom syn-
drome: “They kept us in the dark, covered us
with manure, chopped off our heads, and fi-
nally canned us.” Of all the team-building
problems, probably the most difficult is to
integrate a design “star” into an existing
organization lacking a strong design tradi-
tion. Because architecture is more art than
business, egos and psychology cause serious
problems if ignored. What leads to a suc-
cessful merger or acquisition?

Bond: Keeping his firm together.



A brief marriage manual for firms
of all sizes that suspect a merger or
acquisition may be their best proposal.

Knowing what you’re doing

Once consummated, a merger or acquisition
may be difficult to undo. Make sure it takes
lace within the framework of a well-
hought-out plan, after a thorough review of
he options, and only for very good reasons.
ne successful recent merger of a smaller
rm into a larger one is the Deerfield, Illi-
ois-based OWP&P’s acquisition of the
hicago office of John Macsai & Associates.

ays Macsai: “I was at a stage of my career
nd life when I had to decide whether I was
oing to retire and spend my time writing,
aching, painting, and consulting, or again
njoy doing architecture. In the previous
ew years, I had spent too much of my time
n administration. I was the only one bring-

g in new business. It was clear that rather
an being able to work hard, do good work,
d still fund my retirement, I was funding
surance premiums. This isn’t a unique
oblem among small firms. When the
portunity of being acquired presented it-
If, my associates and I realized that we
uld continue practicing our profession

. . without administrative hassles.” A

rong motivation by the seller, acceptable
the buyer, makes acquisitions work.

urting sensitively

is very hard to judge what firms or people
e like until you have worked with them.
metimes, firms have trial marriages using
nt ventures on specific projects. If these
rk, there is a higher probability that a full
rriage will succeed. In most cases, the
rtship should not be rushed. Make op-
ting and management guidelines clear.

r Max Bond, head of one of the country’s
ding minority-owned architectural firms
dean of the City College of New York’s
hitectural school, a crisis occurred when
long-time partner decided to retire. “For
to be dean and run my office was going

to be impossible. I had several options. I
could disband the firm completely and be an
academic, or I could work with somebody.”
In a breakfast discussion with long-time
friend Lewis Davis of Davis Brody & Asso-
ciates, the idea of coming together came up.
Even with a long personal relationship, how-
ever, both firms carefully talked through the
issues to confirm that their initial enthusi-
asm was truly based on mutual goals,
common professional approaches, and a
clear business plan.

Researching thoroughly

A hurried courtship can lead to horrendous
factual surprises during the honeymoon.
One national firm is still reeling from the fi-
nancial impact of the liabilities it inherited

1le architecture 1s a very personal
rofession, it 1s also a team sport.
ergers and acquisitions build teams.

when it acquired another firm to get into the
health-care market. The acquiring firm
looked at the accounts payable and assumed
that some reduction could be negotiated

in return for prompt payment. What they
found after the marriage was that the
amounts in the acquired firm’s balance sheet
had already been negotiated and further dis-
counts proved difficult. Another possible
liability requiring research: pending legal
actions.

Knowing what a firm is worth

Potential sellers may be offered sums based
on mythical formulas and payments in the
form of inflated stocks. A fair deal for both
sides cannot be reduced to a simple formula.
Moreover, the terms are often as important
as the dollar amounts. When setting a value
for a firm, at the least consider:

1. The price at which it is worthwhile for the
buyer to buy and the seller to sell. Value to
either side can include intangibles that are
difficult to quantify. The buyer may weigh
the potential for major growth. The seller
may weigh the loss of independence.

2. The make-vs.-buy choice depends on, e. g.,

the cost of buying rather than building from
scratch. A patient firm may hire a few key
people, invest the effort, and duplicate an ac-
quisition at a lower or equal cost—more of
which is likely to be tax deductible.

3. Literal worth. The buyer looks at how
long it will take to recoup the purchase
price, either through the acquired firm’s
earnings or the increased profit of the com-
bined firms. Because earnings are uncertain
in the profession, price may be partially con-
tingent on actual future earnings. Multiples
of four- to six-times average projected prof-
its are not unusual starting points for a
price, but any multiple depends on the reli-
ability of projections. Most must be
discounted. Firms also often have some net
worth (the difference between their real as-
sets less their real liabilities). In some cases,
acquiring firms are interested primarily in
the on-going business rather than the net
worth. Some deals separate out the assets
and the liabilities into a separate pool from
which payout depends on receivables col-
lected as payables are paid. Others discount
the receivables or ask for guarantees.

4. Considerations such as responsibility for
tax liabilities, pension payments, deferred in-
come, on-going obligations, and the role of
the selling principals.

Getting down to negotiations

Get good advice. The business, legal, and tax
issues need expertise from the few people
qualified in the special needs of the profes-
sion. Limit the working group to a small
number of people from each firm and to a
we