
VOLUME 13  THE NEWS OF AMERICA’S COMMUNITY OF ARCHITECTS OCTOBER 20, 2006

BUSINESS

September’s Billings Up Modestly;  
Inquiries Much Stronger
Growing activity levels mean firm leaders are devoting more time to management

by Kermit Baker, PhD, Hon. AIA
Chief Economist

Summary: Billings at architecture firms 
remained positive in September, al-
though they slowed considerably from 
the spike in August. Commercial and 
industrial activity is strong, while resi-
dential remains weak. In the broader 
economy, although stocks have been 
soaring to new records and consumer 
sentiment is running high, business 
confidence and payrolls are down. 
And our Work-on-the-Boards survey 
participants indicate that increased 
activity means more of principals’ time 
spent on management and therefore 
fewer direct billable hours.

Over the past six months, the trend in 
the AIA’s Architectural Billings Index 
has been toward slower growth, com-
pared to the stronger reading of 2005 
and early 2006. However, even as the 
billings figures showed slower growth, 
inquiries for new projects jumped to 
one of the strongest readings ever, 
indicating that this construction expan-
sion is not over yet.

Regional design activity readings con-
tinue to be erratic. Firms in the South 
reported a strong upturn in design 
activity after several months of more 
moderate growth. Conversely, firms 
in the Northeast reported a slowing of 
growth in billings in September after 
stronger readings in recent months. 
Firms in the West have reported a 
steady acceleration in billings.

Residential activity remains weak 
according to reports from residential 
firms, while commercial and industrial 
activity remains very strong. Recently, 

there has been improvement in billings 
activity at institutional firms, indicating 
broad strength throughout the non-
residential sector. However, as we get 
closer to the end of this nonresiden-
tial cycle, firms should more closely 
monitor client plans for future activ-
ity as well as commitment to current 
projects.

Economy sends mixed 
signals
The Dow Jones Industrial average 
has been setting new records re-
cently, but the rest of the economy has 
been sending out mixed signals. The 
consumer sentiment index from the 
University of Michigan recorded a large 
jump in the preliminary October read-
ing, but the CEO business confidence 
survey from the Conference Board fell 
in the third quarter. Business payrolls 
increased a disappointing 51,000 na-
tionally in September, yet the national 
unemployment rate fell to 4.6 percent.

Falling oil prices in recent months have 

slowed the rate of inflation. Consumer 
prices and producer prices have both 
shown lower rates of growth recently, 
with more improvement likely to 
come as lower oil prices work their 
way through the economy. With the 
economy cooling and inflation con-
cerns abating, the Federal Reserve 
Board is unlikely to raise short term 
interest rates in the near future. Odds 
are that the next move will be to lower 
rates, although that won’t happen until 
the economy slows even more.
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Management takes more 
of principals’ time
With workloads growing and many 
firms expanding, many firm leaders 
are experiencing growing demands 
on their time. When asked to break 
out time spent on key firm functions, 
principals and partners report that 
design and technical activities account 
for almost 30 percent of their work-
load, project management for almost a 
quarter, and firm management for just 
over 20 percent.

However, the list is very different when 
asked which activity has increased 
the most in terms of demands on their 
time in recent years. Here, marketing 
and business development top the 
list, with over a quarter of respondents 
indicating that this duty has grown 
the most in recent years in terms 
of time demands for principals and 

partners. Project management and 
firm management follow close behind, 
each with 23 percent of respondents 
indicating that this function has grown 
the most in terms of time demands in 
recent years. Design and technical ac-
tivities is at the bottom of the list, with 
fewer than 8 percent of respondents 
selecting this responsibility as increas-
ing the most.

These added demands have limited 
the ability of principals and partners 
to bill time directly to projects. Overall, 
only 10 percent of firms report that 
these positions bill over 75 percent 
of their time to billable projects, with 
an additional 47 percent indicating 
that these positions bill between 50 
percent and 75 percent of their time to 
projects. At firms with billings over $5 
million a year, only a third report that 
principals/partners bill at least 50 per-

cent of their time to projects, a figure 
that rises to over 70 percent for firms 
with billings of $1 million or less a year.

Reference:
This month, Work-on-the-Boards 
participants are saying:

• Projects being suspended because 
of substantial cost increases in 
construction.

—12-person firm in the South,  
residential specialization 

 
• Less than last year’s pace, but 

steady.
—145-person firm in the West, com-

mercial/industrial specialization
 
• The rise in interest rates has pushed 

a change in our housing from con-
dos to apartments. The institutional 
work continues apace.

—72-person firm in the South,  
institutional specialization 

 
• It seems to be picking up in general. 

Large health-care projects are un-
derway in the area.

—19-person firm in the Midwest,  
institutional specialization.


