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Abstract: A quantitative and qualitative analysis, measuring the relationship between Architectural 
Involvement, Design Quality and the Improvement Value of Sydney’s Prime Commercial Assets. A 
sample 12 projects from prominent domestic and international architects are selected and assessed for 
design quality and compared with existing and publically available property valuation, construction and 
design fee information. The indicators were then compared to establish correlation between 
Architectural Involvement and Design Quality against the Improvement Value of the Asset. Correlation 
was measured through the existence of any linear relationships by correlation coefficient. 
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1. Key Findings 

As expected, a greater the level of architectural involvement, in the development of Prime Commercial 
Assets, results in an increased improvement value for asset owners. Similarly, the greater the 
architectural design quality, the greater the improvement value. This is however in contrast to 
architectural design fee and design quality comparisons, whereby a negative relationship is exhibited. 
That is, the greater the level of architectural fee, the lower the design quality. Based on the data set, 
encompassing 12 of Sydney’s prime central business district commercial assets, the key outcomes of this 
analysis is as follows; 

 There is a clear, positive correlation between architectural fee and the improvement value of 
assets; 

 There is a clear, positive correlation between architectural design quality and the improvement 
value of assets; and  

 There is a clear, negative correlation between architectural fee and design quality. 

This infers that whilst Commercial CBD developments aspire to both high value and high 
architectural design quality, paying a higher design fee may not necessarily achieve both outcomes. 
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This may be because those architectural practices deriving lower architectural fees, potentially as a 
result of lower overheads are achieving greater levels of design quality through a focus on innovative 
design, and maintaining competitiveness.  

2. Research Problem 

Within the local context, generally accepted standards for defining, measuring and valuing architectural 
design quality are diverse and fragmented. There is currently little available evidence that draws a link 
between architectural design quality and the valuation of assets. The lack of clearly defined criteria for 
design quality in the built environment does not adequately encourage investment in architectural 
excellence, innovation in construction and environmental sustainability. 

This has resulted in the short-sighted, box-ticking approach to architectural design quality and value 
for money by developers and commissioning bodies. Demonstration of the added value of good design 
is inherently complicated. The contextual issues that have led to this research include; 

 Lack of data available on the provision and economic value of architectural services outside 
broader macro industry data; 

 Inadequacies in current valuation methodologies and quality rating systems to adequately 
provide the framework under which design excellence can be fulfilled; 

 The subdivision and erosion of a traditional scope of architects services;  
 Increasing specialisation of architectural services (building types and services) versus the 

perceived value of an architect’s training; and 
 Industry assumption that design excellence means high quality assets thus higher returns. 

3. Methodology 

Existing data has been collated for a sample of 12 Sydney Prime Commercial Assets (“the Sample 
Assets”). The Sample Assets were selected on the basis of their variety in completion dates, architectural 
design quality, levels of architectural involvement and project value (>$100mil). The Sample Assets were 
derived from a variety of well-established Australian property groups who had engaged the services of 
prominent domestic and international architectural firms. A listing of the Sample Assets is shown in 
Table 1 below. 

Table 1: Listing of Sample Assets. 
No. Sample Assets Completion 

1. 1 Bligh Street, Sydney 2011 
2. Barangaroo South Building C4, Sydney In progress 
3. Barangaroo South Building C5, Sydney In progress 
4. Darling Quarter, 1 Harbour Street, Sydney 2011 
5. 161 Castlereagh Street, Sydney 2013 
6. 40 Mount St, North Sydney 2010 
7. 30 The Bond, 30-34 Hickson Road, Millers Point 2004 
8. 126 Phillip Street, Sydney 2005 
9. 52 Martin Place, Sydney 1996 
10. 200 George Street, Sydney In progress 
11. No.1 Martin Place, Sydney 2001 
12. 1 O'Connell Street, Sydney 1991 
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Actual project costings and publically available valuation data was compared to establish correlation 
between Architectural Involvement and Design Quality against the Improvement Value of the Asset. 
Correlation was measured through the existence of any linear relationships by correlation coefficient. 

 

 

Figure 1: Process Methodology. 

Rigorous control measures have been implemented to ensure quality and consistency of the data 
including adjustments, escalation and exclusions. This has involved independent quality assurance 
reviews and benchmark testing of construction cost, fee and valuation results. 

Any inconsistencies regarding the basis of valuations, construction costings and architectural fees 
were reconciled where possible. Refurbishments or refurbished components are excluded from this 
analysis. These components are assessed on the following basis; 

3.1. Level of Architectural Involvement 

Architectural Involvement is measured by architectural fee as a proportion of the construction cost (as a 
percentage) as at the date of the contract. The level of architectural involvement for each of the Sample 
Assets is deemed to be comparable, with fees categorised into the following project phases; 

 Development Application; 
 Construction Certificate; 
 Construction Documentation; 
 Construction Attendance; and 
 Defects Close Out. 

The Sample Assets have been compared on an all-inclusive fee basis. Approved variations, fees both 
pre and post consultant novation, for both in-house and external architectural consultants are included 
in the calculation of architectural fees. 

Fee information has been sourced from a variety of project consultancy agreements, final progress 
claims and architectural invoices.  

An assessment by fees split by project stage, or the levels of claimed / approved fee variation are not 
considered in this phase of the research.  

3.2. Design Quality 

The assessment of Design quality is based on the designer’s ability to address the site constraints from 
first design principle for the best outcome, relative to the developers brief. The existing Property Council 
Australia Innovation and Excellence Award assessment criteria and International Standard 15686-5:2008 
Whole of Life were utilised as both robust and existing frameworks. 

An independent analytical framework, based on these existing assessment criteria was then 
developed to assess the direct (economic) and indirect (social and environmental) benefits that good 
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design can contribute. The following attributes were identified to play a significant role in adding 
economic value to commercial assets: 

Table 2: Weighting of Value-Add Attributes. 

Design Attributes Weighting 

Rental values - Producing high returns on investments 5% 
Sustainability 5% 
Placing developments above local competition at little cost 5% 
Excellence and integration of landscape design 5% 
Interior quality 5% 
Tenant efficiency (layout, circulation and escape routes) 5% 
Helping to deliver more NLA 5% 
Workplace productivity 3% 
Supporting the 'life giving' mixed use elements in development 3% 
Spatial Renewability / Flexibility 4% 
Facilities Management cost saving 4% 
Operation cost 2% 
Overall savings on rent and occupancy level 2% 
Accessibility 2% 
Lobby / Foyer 4% 
Addressing the Character of the surrounding 4% 
Access to views, daylight and fresh air 3% 
Internal courtyard 3% 
Façade compositions of neighboring buildings / surrounding 3% 
Identity / civic pride 6% 
Place vitality 6% 
Inclusiveness 6% 
Connectivity 5% 
Vertical Village 3% 

Total 100% 

3.3. Asset Valuation 

Property Valuations are derived from a combination of publically available valuation reports, investment 
property trust Annual Financial Reports and recent transactions occurring at arm’s length. CBRE’s 
National CBD Capital Value index is utilised to escalate capital values to 31 December 2014 for 
comparative purposes. Valuations had been escalated on the basis that the assets have been 
maintained in accordance with the design specification and the relevant standards. No allowances have 
been made within the current estimates for the following; 

 Lease expiry profiling; 
 Macro-economic factors; 
 Changes in design trends and tenancy requirements; and 
 Asset Condition. 
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3.4. Unimproved Capital Value 

Land Values are derived from the New South Wales (NSW) Valuer Generals Unimproved Capital Values 
provided by Land and Property Information (LPI). Land Values are publically available and represent a 
broad range of sales comparable to reflect the subject property value as at 1 July 2014 in the valuing 
year for that entire financial year. The median of that period of assessment, being 31 December 2014 is 
adopted for the purposes of this assessment. 

3.5. Improvement Value 

The Improvement Value is derived from the Asset Valuation (Section 3.3) minus the Unimproved Capital 
Value (Section 3.4). The improvement value represents the value of buildings, other structures and any 
relevant public domain assets. 

3.6. Construction Cost 

Construction Costs were sourced from a variety of final progress claims, contract prices, depreciation 
capital allowance and insurance replacement cost assessments. Construction Cost values are adjusted to 
include approved variations and to remove demolition cost, remediation cost, sitewide infrastructure 
costs and contingency allowances. Construction Costs are escalated using Rider Levett Bucknall’s Tender 
Price Index. 

3.7. Improvement Value: Construction Cost Ratio (IV:CC) 

The metric for assessing the Improvement Value for the sample projects is the  
Improvement Value: Construction Cost (IV:CC) ratio. The Improvement Value divided by the adjusted 
Construction Cost reflects the value of the physical assets as a proportion of the cost to physically 
construct the said asset, escalated to the 31 December 2014 for consistency in each comparison. 

IV:CC = (Asset Valuation – Unimproved Capital Value) ÷ Construction Cost 

52 Martin Place, Sydney and 1 O’Connell Street, Sydney have been excluded from the IV:CC 
calculations as the current day valuations are not reasonably comparable with the more recent Sample 
Assets. This is because the remaining effective life and asset condition progressively diminish as the 
buildings age. 

4. Design Quality 

Within the Australian property market, the “the quality of assets are typically measured under Property 
Council of Australia for Commercial Office Standards. This type of analysis is bound by the physical 
attributes of the assets as opposed to the particular qualities of the asset in relation to its urban context. 
In 1999 the property Council of Australia undertook a “Design Dividend” research to test whether design 
excellence translates to high financial returns. The research concluded that design excellence does not 
cost more to construct than the industry norm, and the design fee component did not vary greatly from 
industry standard. There was also little evidence that better design took longer to build. 
The commercial sector is driven by strict profit calculations, putting considerable pressure on the cost-
efficiency of the project.  
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MacNeil (2005) argues, architectural design value added are reflected in higher rents including brand 
enhancement, workplace productivity or retention of skilled employee through the communication of 
the firm’s status. 

It is suggested that International architecture firms are engaged as a means of lubricating the 
planning approval process, especially in sensitive urban contexts. Allegedly, international architects add 
value through the reconciliation of urban context and architectural typology with commercial 
development rationalities and in the letting of interior space of the building to prospective tenants 
(MacNeil, 2005, p487). The study by Fuerst et al (2010) has shown that, compared with building in the 
same submarket, office buildings designed by signature architects have received 5%- 7% higher rent, 
and sell for prices 17% higher. 

However, this research does not distinguish between high quality architectural design as a result of 
the involvement of international architecture firms. While good office design can deliver higher 
performance and greater longevity, the greatest value is created by the totality of the place itself and its 
correlating desirability. Of the 24 drivers of design quality for Prime Commercial CBD Assets, the 
following 7 attributes have been identified as key: 

 Integration of landscape design; 
 Vertical village; 
 Place vitality; 
 Identity and civic pride; 
 Lobby / foyer finishes; 
 Workplace productivity; and 
 Floor layout, efficient on-floor circulation and logical travel routes. 

This analysis implies that higher architectural fees do not necessarily exhibit higher quality spaces 
even though they may comply with City of Sydney Design Excellence under Sydney Local Environmental 
Plan 2012. While design excellence itself cannot secure a higher rental yields, poor place vitality can still 
result in a financially successful project, it is evident that the seven drivers of design quality facilitate the 
asset’s likelihood of achieving higher financial returns in the longer term as a result of high design 
quality. Table 3 demonstrates attributes that can have a negative influence on the perceived quality of 
commercial asset. 

Table 3: Perceived shortcomings in creating direct value add. 

Asset Negative perceived attribute 

Barangaroo Tower 2 Sydney Close proximity to proposed residential towers – risk to 
asset value due to loss of view and daylight. 

Barangaroo Tower 3 Sydney Base building and tenancy finishes and fabric creating 
inconsistencies with the overall project brief. 

200 George Street Sydney The design not achieving the minimum NLA and 
efficiencies as required by the developer.  
The lobby finishes not achieving PCA premium 
specification 
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Figure 2: Architectural Design Quality matrix comparing Design Attributes for the Sample Assets. 

Due to the commercially sensitive nature of the Design Quality Information, the Sample Assets have 
not been identified at this time. 

5. Level of Architectural Involvement 

There are a multitude of factors that impact upon the fee derived by an architectural firm for a project. 
RAIA Advisory Notes (2001) guides practitioners to build-up their fee quotation based on the estimated 
hourly resource, personnel and their applicable dollar rates required to deliver a project, in addition to 
overhead requirements and estimated levels of productivity within a work breakdown structure.  The 
RAIA Advisory Published Fee Guides then serves as a check-method, providing information as to the 
range of fees that might be applicable. 

It today’s market, there is little consistency in fee outcomes on major commercial projects. Wider 
macro-economic factors and competition between architectural firms substantially influence fee 
quotations at any given time. The scope of services included or offered as optional extras also vary, as 
well as the approach to the provision of the design and documentation. The complexity of the project 
and the level of prominence and prestige also has an influence. 

Recent times have seen a shift from traditional engagement of architectural services, i.e. the 
architect is engaged directly to the developer, to the novation of the architect under a Design & 
Construct contract arrangement i.e. the architects engagement is passed on to the contractor. 
According to Greenwood (2008), at the start of the 21

st
 Century, architects find themselves in a world in 

which development is trending towards contractor-led coalitions, having significant implications for fee 
levels and the profession as a whole. 
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6. Results 

The Sample Assets display a positive linear relationship between both Improvement Value and 
Architectural Design Fees; and Improvement Value and Design Quality Scoring. Correlation between 
Design Quality and Architectural Designs Fee is however inconclusive. The strength of the linear 
association between the variables is measured through by correlation coefficient. A correlation 
coefficient of +1 indicates a perfect positive correlation, a correlation coefficient of -1 indicates a perfect 
negative correlation and a correlation of 0 indicates no correlation. P-value hypothesis testing to 
quantify the significance of results has not been undertaken in this phase of the research. 

Due to the commercially sensitive nature of the construction cost and architectural fee detail, the 
Sample Assets are not been identified within this results section.  

6.1. Level of Architectural Involvement Relative to Improvement Value 

There is a positive linear relationship between the Level of Architectural Involvement, measured by 
Architectural Fee and Improvement Value for the 10 relevant Sample Assets (52 Martin Place, Sydney 
and 1 O’Connell Street, Sydney excluded). The variables display a correlation coefficient of 0.284, a low 
positive correlation, indicating that an increased level of Architectural Involvement may cause an 
increase in the Improvement value for Sydney Prime Commercial CBD Assets. 

 

Figure 3: IV:CC Ratio vs. Architectural Design Fee (%) 

6.2. Design Quality Relative to Improvement Value 

An equally positive linear relationship exists between Design Quality and Improvement Value for the 10 
relevant Sample Projects. The variables display a correlation coefficient of 0.288, a low positive 
correlation, indicating that an increased Design Quality may cause an increase in the Improvement value 
for Sydney Prime Commercial CBD Assets.  
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Figure 4: IV:CC Ratio vs. Design Quality Scoring (weighted). 

6.3. Design Quality Relative to Level of Architectural Involvement 

Interestingly, there is a demonstrated negative linear correlation between Architectural Design Fee and 
Design Quality. When comparing the 12 Sample Projects, the variables display a correlation coefficient 
of -0.444, indicating that a higher Architectural Fee can cause a reduced Design Quality for Sydney Prime 
Commercial CBD Assets.  

 

Figure 5: Architectural Fee vs. Design Quality Scoring (weighted). 
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7. Conclusions 

This research provides a framework for assessing the relationship between the Level of Architectural 
Involvement, Architectural Design Quality and Asset values. It has addressed how Architectural Design 
Quality is measured and the impact of varying levels of architectural involvement on asset value. 

Significantly, this research has concluded that higher architectural fees do not necessarily exhibit 
higher quality spaces. There is no apparent correlation between high quality design as a result of the 
involvement of international architecture firms. It suggested that whilst Commercial developments 
aspire to both high value and high architectural design quality, procuring greater levels of architectural 
involvement may not necessarily achieve both outcomes. 

The outcome promotes the value of increased designer continuity, the ultimate implication being, 
traditional design services procurement results in a better outcome than design and construct (D&C) 
type procurement. 
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