
Products and Services  

The Architects industry derives the bulk of its revenue from fee-based contracts in the nonresidential 
building market. Industry firms primarily generate revenue from professional fees related to predesign, 
advisory and design activities, largely in the public, institutional and commercial markets. Subcontracting 
is conducted for specialist services required in other areas, including surveying, planning applications and 
engineering.

The industry provides a wide range of services, including basic design, construction phase services, 
expanded design services and operation and maintenance. Because a single project can demand nearly 
all of these services, it can be difficult to segment them in terms of their proportion of revenue. IBISWorld 
estimates that basic design services account for the vast majority of industry revenue, as they require the 
most creative work, including the structural development of buildings. Drafting services are related and 
represent the preliminary stages of design work; however, this service has been in decline due to the 
development of computer-aided design programs that have simplified the process.

Construction phase services and operation and maintenance are also closely related. Construction and 
maintenance services include routine inspections and some oversight of the construction process. 
Expanded design services are estimated to generate a small share of total revenue. Although the projects
are rarer, they also provide the largest profit margin because of the increased involvement required.

New project architectural services

Historically, new project services have accounted for about two-thirds of revenue, according to a survey 
from the American Institute of Architects (AIA). However, in 2016, IBISWorld expects work from new 
projects will generate only about 58.0% of total industry revenue. Revenue from this segment has 
rebounded in the past several years as the value of residential and nonresidential construction started to 
increase from 2011 onward. New project services will likely increase slightly as a share of revenue over
the next five years, but this segment is unlikely to reach its former two-thirds share of total industry 
revenue, which it reached during the prerecessionary construction boom.



Renovation and rehabilitation architectural services

Renovation and rehabilitation architectural services are estimated to account for 42.0% of industry 
revenue in 2016. Revenue from these services has grown over the past five years as home and business 
owners have chosen to remodel current structures at a lower cost than building new developments. This 
segment also includes additions and historic preservations.

Redevelopment and renovation projects helped drive revenue growth for the largest operators over the 
past five years. In 2014, architecture firm Perkins and Will was designated the key designer to the 
revitalization project for San Francisco's iconic high-rise, 140 New Montgomery, which was originally 
constructed in 1925 and home to the Pacific Telephone & Telegraph Company. While renovations will 
remain popular as clients wait for signs of sustained economic recovery, this segment should decline as a 
share of revenue in the next five years because of the growth in new projects.

Major Markets

Institutional construction

The bulk of industry revenue is generated from work on nonresidential building projects. Architects 
operate in four main markets, the largest of which is institutional developers, which account for an 
estimated 51.8% of industry revenue in 2016. The largest share of industry receipts within this segment is 
from work on educational buildings and hospitals, which are estimated to account for more than 30.0% of 
industry revenue. Funding for institutional buildings comes from a variety of sources, including 
government. Consequently, this market is driven by a variety of factors, including population growth and 
state budgets. During the next five years, as governments tighten budgets to reduce debt, this segment is 
likely to marginally decline as a share of revenue. However, the rising popularity of public-private 
partnerships (PPPs) will provide steady demand for architectural services related to healthcare, 
institutional and public works projects. PPPs are unique funding structures, whereby the private sector is 
responsible for the design, engineering, construction and overall financing of public infrastructure 
projects. The government later leases these assets from the private sector for long durations, often 
lasting up to 30 years.


