





practice

ployees to a large office
nearby for a short-term
project. The employ-

ees remained on SMP’s
payroll, and last summer
they returned to the fold
when the job ended and
SMP’s worked picked

up again. “It was a big
struggle to make all the
ends meet, but we’ve
been really reluctant to
mess with benefits,” Rath
says. “I hope the econo-
my is turning around and
we won’t have to think
about it anymore.”

SMP has plenty of
company, though. A
February 2009 AIA Ar-
chitecture Billings Index
survey showed that sal-

ary freezes and cuts were
the most frequently cited
changes to employee
compensation packages.
Fifty-four percent of the
firms polled said they’d
frozen salaries for all
staff, while 19 percent
cut salaries across the
board. Twenty-nine
percent reduced or
eliminated the retire-
ment contribution, and
11 percent reduced or
eliminated contributions
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to medical and dental
insurance. That said,
these money-saving tac-
tics occurred much more
frequently at smaller
firms—those with aver-
age annual billings of
less than $250,000—than
at larger ones.

With fundamental
benefits eroding, other
perks can boost morale
without breaking the
bank, and they send a
much-needed message
that employers appreci-
ate the sacrifices being
made. One example is
Carney Logan Burke,
where the staff shares a
weekend ski pass good
for any of three resorts

in the area. Thompson
offers comp time on
an honor system at her
firm. “They think of it
as a benefit, and it’s not
an economic hardship
on us,” she explains.
SMP provides a flexible
spending account that
covers day care, plus a
transit benefit that lets
staff members buy pub-
lic transportation passes
with pretax dollars.
Employees at Brinin-
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stool, Kerwin, & Lynch
get free parking—an
urban luxury—and fit-
ness center privileges in
their downtown Chicago
building. Earlier this
year, the former Brinin-
stool & Lynch formed an
LLC with the Magellon
Development Group,
one of Chicago’s largest
real estate firms, and the
architects rent space in
the Magellon-backed
Aqua skyscraper. “As
part of our arrangement
with Magellon, use

of the fitness center is
provided free of charge
to the staff,” says partner
Thomas Kerwin, FAIA,
LEED AP. The new
entity is still working on
a benefits package. But
now, “since we’re affili-
ated with a larger firm,
we’re able to leverage
the health care benefits
across a larger body of
people,” he says.

large vs. small
Not only do larger
firms get lower insurance
rates—about 18 percent
lower for the same cov-
erage, according to the
Small Business Admin-
istration—but they’ve
fared better than small
ones in this downturn. Its
effect on Perkins+Will,
for example, was
moderate: the company
employs approximately
1,500 staff (down from
1,700), has not cut any
benefits, and has begun
hiring again, thanks to
its projects in the health
continued on page 45
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care, science, and tech-
nology sectors. It offers
a choice of three health
insurance options—a
high-deductible health
savings account, an
in-network plan, and an
out-of-network plan. The
employees do share the
premium costs, which
are not quite 50 percent,
depending on the plan

they choose.

“We’re not immune
to layoffs, but right off
the bat we decided there
were two areas we abso-
lutely would not touch—
benefits and professional
development,” says CEO
of human resources
Meg Brown, who works
in the firm’s Manhat-
tan office. But to hedge

against rising health
care costs, Perkins+Will
is aggressively push-
ing wellness programs
for its staff. Services
such as colorectal and
cholesterol screening
and well woman visits
are free, and a $240
subsidy per employee—
which dependents may
continued on page 46

reform school

tarting this year, small busi-
nesses will get a tax credit to
help them cover health insurance
costs for employees. (But they
won'’t be fined for not offering it.) The credit
is worth up to 35 percent of the premiums
the company pays to cover its workers.
In 2014, the rate increases to 50 percent.
There are strings attached, though. To
qualify, firms must employ fewer than 25
full-time workers (or the part-time equiva-
lent), pay average annual salaries of less
than $50,000 per employee, and fund at
least 50 percent of the premiums for their
staff members.

But the credit’s structure may limit its
use for architecture firms, at least for the
next few years. The full 35 percent goes to
businesses with 10 or fewer workers and
average salaries under $25,000. Above
those thresholds, the credit gradually de-
creases until it’s phased out for companies
with more than 25 full-time workers and
average wages of $50,000 or more. Em-
ployers may claim the credit on their 2010
income tax return.

That’s the plan until 2014, when the
credit will be available only to small busi-
nesses that buy insurance through state in-
surance exchanges, and only for two years,
since the new open-market programs are
supposed to make insurance less expen-
sive by then.

Starting in 2014, large businesses—50
or more employees—will be penalized

if they don’t offer health insurance. The
first 30 employees are exempt, though,
and the penalty maxes out at $2,000 per
employee per year. “| think small busi-
nesses will try to take advantage of the
tax credit,” says CPA Scott Heintzelman,
a partner at the accounting firm McKonly
& Asbury in Camp Hill, Pa. (He blogs at
www.exuberantaccountant.com.) “But the
penalty is so small for larger companies
that | think over time, as it becomes more
difficult to pay for health insurance, they will
opt out and simply pay the fine.”

The reform bill “is not a panacea, but
it cuts a pretty wide swath,” says John
R. Arensmeyer, founder and CEO of the
Small Business Majority, a group that sup-
ports the new legislation. He notes that 84
percent of small businesses are eligible for
some part of the tax credit. At the other end
of the spectrum, only 4 percent of busi-
nesses have more than 50 employees, and
of those, only 4 percent don’t offer health
insurance, so just a sliver of large busi-
nesses will be affected.

“We’re hoping the rate of cost increases
will slow down closer to that of inflation
as health care changes start to kick in,
because there will be more competition
among the state exchanges,” Arensmeyer
says. “But it won’t happen overnight.” For
more on the proposed state exchanges
and to calculate how much of the tax
credit your firm is eligible for, visit www.
smallbusinessmajority.org. —c.w.
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use—helps pay for gym
memberships, bicycle
purchases, yoga, weight
management, and Wii fit-
ness programs.

“It’s a little too early to
track how that’s working
in terms of keeping claims
low,” Brown says. “But
we’re very transparent
with our employees; we
let them know when we’ve
had high claims activity
and encourage people to
see in-network doctors.”

The Miller/Hull
Partnership in Seattle is
thriving, too, despite the
dragging economy. Still,
the 70-member firm has
had to whittle away at its
health care provisions in
the past five years to keep
paying the lion’s share of
premiums. Every year it’s
a painful decision, says
partner Sian Roberts, AIA,
LEED AP. “We’ve been
faced with 20 percent
annual increases and have
looked at other companies
and plans to keep cost
increases in the 5 percent
to 10 percent range.”
Miller/Hull currently pays
100 percent of the premi-
ums in a $500 deductible
health care plan. Last
year that amounted to
$161,000, about 2.8 per-
cent of revenues.

By comparison, very
small offices face a more
serious dilemma. With no
leverage and a smaller risk
pool, they’re vulnerable to
unpredictable changes in
health care costs, and often
are forced to choose be-
tween covering employees
and staying in business.

No surprise, then, that
fewer than half of com-
panies with three to nine
workers offered health
benefits in 2009, according
to the Employer Health
Benefits survey by the
Kaiser Family Foundation
and the Health Research &
Educational Trust.
Geoffrey Warner, AIA,
who employs three people

benefits,” he says. “I'm
enjoying having dental in-
surance for the first time.”
In a downsized econ-
omy, small firms lose not
just gifted staff but, in
some states, the critical
mass to qualify for group
plans. Case in point is
John C. Senhauser, Archi-
tect in Cincinnati, which
shrank to two employees

“we’re not immune to layoffs, but

right off the bat we decided there were

two areas we absolutely would not

touch—benefits and professional

development.”

at Alchemy Architects,
St. Paul, Minn., fits that
snapshot. He used to be
covered through his wife’s
employer, but now that she
works for the firm, they
buy health insurance for
themselves. “I’m looking
forward to some health
care changes that are
meaningful, and hope to
see some benefits from the
new national policy in the
next few years,” he says.
Bruce Norelius, AIA,
buys health care benefits
through his life partner’s
plan. Norelius, a former
partner at Elliot Elliot
Norelius Architects, Blue
Hill, Maine, moved to Los
Angeles in 2008 and works
by himself for now. “My
partner works at a school
and they have generous
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from six a few years
ago. When no one would
underwrite the firm, the
two women joined their
spouse’s plans, and prin-
cipal John C. Senhauser,
FAIA, reimburses their
premiums. He pays $170
a month—a bargain—for
his own coverage in a plan
through his wife, who’s
retired from Procter &
Gamble, and also shells
out for employee dental
insurance, short-term dis-
ability, and a retirement
plan that contributes up to
3 percent of their salary.
“If I had a group plan
again, I’d probably ask for
a percentage of employee
buy-in because it’s just
too expensive,” Senhauser
says. “When you contrib-
continued on page 48
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ute to something, you’re i’'m loo klng f orward to some health They understand their work

a little more conscious of -are ch / . B . il contributes significantly to
what things cost.” Even care changes that are mear ”ngf ut, our cash flow and are hang-

s0, he adds: “I try to keep .
benefits competitive with @11 hope to see some benefits from

commercial firms because

ing in there and doing a
good job.” One bright spot,
he adds, is that the Santa

residential practices can’t f/”l(f new natio I/lCll po lle n the next Monica, Calif.—based firm’s
always keep up with them . i decision not to stint on
on salaries. And if you want f ew yedars. marketing is now beginning
to get the best people, you B ~ to pay off.
have to step up.” —geoffrey warner, aia As more firms move out
California architect of crisis mode, will em-
Georgia Kajer agrees. out-of-pocket medical, their benefit cuts, partly ployee benefits be restored?
This year she moved home  dental, and vision expenses. out of respect for staff. But ~ Most architects say yes,
from the Pasadena office “If it’s a hurdle, I'll pay be-  they’re also grateful that, though health insurance
she occupied for 20 years, cause I’'m able to do that,” rather than being bitter, is the wild card. No one
bringing along a remnant Kajer says. “He’s a single their employees are pulling  knows precisely what effect
employee. A high-deduct- man. I have a bit more of together. Brian Lane, AIA, health care reform will have
ible Blue Shield policy for ~ a safety net than he does LEED AP, managing prin- on businesses over the next
the two of them costs about ~ because I’'m married.” cipal at Koning Eizenberg five to 10 years. But for
$13,000 a year. In addi- Many firm owners Architecture, says that “in now, at least, employees
tion, she often pays cash interviewed for this story a downturn it seems like should get used to picking
for some of the employee’s ~ were reluctant to discuss the team spirit increases. up more of the tab. ra
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