AIATru St Principal Interest

Where smart architects
manage risk®

by Scott Simpson, FAIA, LEED AP

You've worked hard, led successful projects, made good connections in the industry, and
gained the trust of your superiors. Now comes the payoff—an invitation to become a principal
in your firm. While this might seem like the culmination of a lifelong ambition, what does it
really mean? How should you approach the opportunity? What are the upsides (and the
downsides) of stepping into this new role? The answers are more complicated than you might
think.

Becoming a principal entails taking on new responsibilities and learning how to do certain
things that you may not (yet) be very good at. It can mean putting yourself at risk, both
financially and professionally, especially if ownership is part of the equation. It means
changing your working relationships with your peers— both inside and outside the firm. It
means worrying about things that you formerly took for granted (such as making payroll, for
starters). In a sense, it's like becoming a parent for the first time, because you are now
responsible for a lot of other people. The world suddenly looks a lot more complicated. If all
this sounds a little bit scary, it should.

At the same time, becoming a principal will open new doors. You will be able to exert
influence and leadership in new ways. You will have a hand in shaping the future of the firm—
the kinds of projects you will pursue and how they will get staffed and produced. You will have
an opportunity to share in the profits (if the firm is profitable) and perhaps also the losses (if it
is not). Still interested? Good. Here are some things to keep in mind:

1. Assess the deal objectively. Itis very important to understand that becoming a principal
is first and foremost a business transaction, and most architects are not trained in what it
really takes to run a business. Every firm has unique terms and conditions for becoming a
principal. In some, it's primarily about title, but in others, it entails legal ownership. Either
way, you will want to know what you are getting into.

You should carefully review the firm’s past financial statements, the relevant partnership
agreements (especially with regard to liability issues), and how executive decisions get
made. It's always a good idea to consult a lawyer so you understand the structure of the
deal and what your ultimate exposure will be. Bear in mind that as the newcomer to the
table, you will wield relatively little power at first. You may have been invited aboard the
ship, but you still must earn your keep, and it can easily take a year or two before you are
fully vested, both financially and in executive decision-making.

When you buy into a business, you are essentially investing in a future stream of earnings.
How solid are the firm’s prospects? Are there external or internal factors (such as legal

Published by the AIA Trust, TheAIATrust.com

1



issues or an impending retirement) that may affect success going forward? How will your
new role meaningfully advance the mission of the firm?

Prepare to work harder. ltis likely that your invitation to become a principal is based on
exemplary project work. Good for you. As a new owner, you will have to keep that up but
also do a lot more. This includes attracting new business to the firm, hiring and training
new staff, paying attention to the nitty-gritty details of day-to-day operations (which copy
machine is the best buy?), dealing with finances (including bank loans and lines of credit),
and so forth. It's a mistake to think that becoming a principal is just a sinecure or a path to
a guaranteed bonus. In reality, it is an invitation to work harder than ever for the greater
good of the firm. If you are not prepared for this, it's best to pass on the opportunity.

Prepare to be misunderstood. As the newbie at the table, you may be bubbling over
with great ideas about how to improve the firm. However, even though your status has
been elevated, you are still not in charge. Every firm has a tribal culture by which it
operates—an unspoken and unwritten code that governs how things really get done. Your
first job is to decode these signals, working extra hard to cement trusting relationships with
all of your new partners. Only after that has been done (to their satisfaction) are your
ideas likely to find a good reception.

At the same time, your relations with your other colleagues will change. You will no longer
be a peer and a friend; you are now part of senior management. You are likely to have a
say in how much they get paid, whether or not they receive bonuses, and how their
performance is assessed. You will be expected to make decisions based on the greater
good of the firm, not on individual preferences, and from time to time you may have to do
something that is unpopular. Hence, a certain amount of distance is required to function
objectively and effectively. Often what you do or say will be misunderstood. Get used to i,
and work extra hard on your communication skills.

Sell, sell, sell. The single most important thing you can do as a new principal is to attract
new business to the firm. If you have not been involved in the marketing process in the
past, this is the time to learn as much as you can about it. If you have been involved, then
it's time to kick things into a higher gear. Become a relentless ambassador for the firm by
being an active leader in professional and civic organizations, making presentations and
giving lectures, writing articles, and so forth. Network like crazy with engineers,
consultants, and contractors. Cultivate clients whenever and wherever you can, always
articulating the unique value proposition that your firm offers. In a very real sense, the
behavior of the firm principals is how the firm brand is made manifest, so everything that
you do or say should support the mission of the organization. Always stay on message
(and make sure that everyone else does as well).

Continue to grow both professionally and personally. Becoming a principal is not the
end of the line; it is the beginning of a new chapter, with many more to follow. Bear in
mind that you are moving from the top rung of the staff ladder to the bottom rung of the
principal ladder. It will take time, work, and patience to become truly effective at leading
others. There will never be a time when you know all that you need to know, so make
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learning a lifelong habit. With hard work and good luck, eventually you will be in a position
to select the next generation of principals to lead your firm, and if you have done a good
job, they will be better and smarter than you are (because you trained them!). The ultimate
measure of success is to leave the place in better shape than you found it.

Not everyone is cut out for this journey, and that's okay. For those who are ready to take it on,
becoming a principal can be enormously rewarding. There are financial benefits, to be sure,
but the most important reason is that as a principal, you'll be able to practice at the very
highest levels of the profession, to test yourself to your limit, and to be the best that you can
be. Doing great work and inspiring others to achieve their full potential as well are the ultimate
payoff.

Scott Simpson, FAIA, LEED AP is an award-winning architect, a Richard Upjohn Fellow of the
AlA, and a Senior Fellow of the Design Futures Council. A frequent speaker at conferences
and design schools, he co-authored How Firms Succeed and The Next Architect-A New Twist
on the Future of Design, and has published more than 180 articles about issues of innovation
in the A/E/C industry. He can be reached at scott.mitchell.simpson@gmail.com.

All information in this article is copyrighted by Scott Simpson. A license is granted to the AIA Trust and to
members of the American Institute of Architects to use the same with permission. The Author and the AIA
Trust assume no liability for the use of this information by AIA members or by others who by clicking on it
agree to use the same at their sole risk. Any other reproduction or use is strictly prohibited. This
information is provided as a member service and neither the Author nor the AIA Trust is rendering legal
advice. Laws vary by state and members should seek legal counsel or professional advice to evaluate
these suggestions and to advise the member on proper risk management tools for each project.
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