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Abstract
With architectural firms, owners are often managers whose characteristics may influence the
firm structure. This study investigated the relationships between ownership characteristics,
organizational structure, and performance of architectural firms. Utilizing a sample of
architectural firms from Nigeria, a questionnaire survey of 92 architectural firms was carried
out. Data were analyzed using multiple analysis of variance (MANOVA) and regression analyses.
A generally low level of specialization of duties was observed even though professional service
firms were defined as highly specialized firms. For most of the firms, level of formalization was
moderate or high, while level of centralization was mostly low. Results revealed a direct
significant relationship between legal ownership form and formalization dimension of structure.
In addition, the centralization dimension of structure influenced firm performance. However, no
direct relationship between ownership characteristics and performance was noted, although
different fits of ownership characteristics and structural variables were observed. The results
suggest that principals of architectural firms should match their characteristics with the firm
structure to enhance performance in relation to profit.
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1. Introduction

What is the relationship between the ownership character-
istics of architectural firms, structure, and firm perfor-
mance? This research question guides this paper. In recent
times, researchers have investigated different forms of
ownership of professional service firms. Very relevant in
this context is the study by Greenwood and Empson (2003),
who attempted to determine why partnership forms of
ownership may be particularly effective for delivery of
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professional services. In spite of the fact that ownership has
been noted as a critical organizational variable in determin-
ing professional service firm outcomes (Kang and Sorensen,
1999), Demsetz and Villalonga (2001) found no significant
relation between legal ownership structure and firm per-
formance. Thus, it will appear that ownership influences
other organizational factors, which in turn influence firm
performance. For architectural firms with owners cum
managers who are often not specially trained in organiza-
tional management, form of ownership may influence the
ways in which firms are organized. This is likely because the
way the owners organize their firms will depend on their
training and experiences. However, very few empirical
studies have been conducted on the subject, especially
in architectural firms, which have been noted to be peculiar
(Blau, 1984). Although structure has generally been described
in terms of specialization, centralization, and formalization
(Zhou and De Wit, 2009), there has been little description
of the structure of architectural firms in these terms. Even
less is known about the ways the ownership characteristics
of architectural firms are related to these structures and
to the performance of firms.

Description of the structure of architectural firms as well
as the relationship among ownership characteristics of
architectural firms, their structures, and their performance
are explored in this study. In particular, two questions are
addressed. First, how do architects (as owners of firms who
often also manage them) organize their firms? Second, what
types of relationships exist between the ownership and
structure of architectural firms and performance? By these,
the study is expected to provide empirical evidence of the
description of the structure of architectural firms in terms
of their centralization, formalization, and specialization,
which are dimensions by which organizational structure is
often described. The importance of this study also lies in its
potential to indicate how architectural firms fit their
structure to their ownership characteristics to enhance
profit.

2. Literature review

Different ownership forms used in professional service firms
have been identified in literature. These include partner-
ship (Wilhelm and Downing, 2001; Pinnington and Morris,
2002; Greenwood and Empson, 2003); public corporation
(Schulze et al., 2003); and private corporations, namely,
limited liability and unlimited liability companies (Greenwood
et al., 2007). Greenwood and Empson (2003) describe
professional partnership as a form of ownership that repre-
sents an agreement between two or more persons, with
each partner being jointly and severally liable for the debts
of the other. Professional partnership is not a legal entity.
Greenwood and Empson (2003) further noted that although
private corporations share many characteristics of the
partnership in that senior professionals own private corpora-
tions, it is a legal entity. The limited liability company
provides the limited liability of a corporation and flexibility
of partnership. The basic difference between limited and
unlimited liability companies, according to Chappell and
Willis (2000), is that when faced with debt, shareholders of
an unlimited liability company contribute in the proportion

of their shareholdings, while shareholders of limited liability
company have no further liability as the company simply
winds up. However, the ownership of the public company is
in the hands of the shareholding public, as the name implies
(Chappell and Willis, 2000), although professional registra-
tion bodies would insist that a professional should control
the company. This ownership form is excluded from this
study because owners of public corporations are not neces-
sarily the managers. One ownership form that has received
very little empirical study in the professional setting is sole
proprietorship.

Greenwood et al. (2007) referred to the firms with other
legal ownership forms apart from public corporations as
internally managed professional firms. They found differ-
ences in performance within these internally managed
professional service firms depending on whether they are
partnerships or private corporations. There were two rea-
sons given for expecting the partnership to perform better
than private corporations. The first was that partnerships in
professional service firms are reputed to be more client
interest-driven and less profit-driven than private corpora-
tions (Greenwood and Empson, 2003). For this reason,
Deephouse (2000) suggested that partnerships would attract
more clients, charge more for services, and record higher
performance. The second reason for expecting partnerships
to outperform private corporations was tendered by Greenwood
et al. (2007), who suggested that the wider scope of liability
of partnerships might lead to better management of those
firms, leading to higher performance.

The fact that ownership forms differ suggests that the
way the principals will organize their firms may differ based
on the ownership structure. One pointer to this is that Chua
et al. (2009) in their study of family firms found that the
structure of family firms vary from that of non-family firms.
The fact the owners of architectural firms are often not
trained in organizational management, yet they manage
their firms personally, may also suggest that the character-
istics of owners may influence firm structure. Previous
studies have found a correlation between managers’ char-
acteristics and firm performance. For example, Hitt et al.
(2001) and Pennings et al. (1998) found that education
and experience of managers influenced firm performance.
Within the construction industry, Fraser (2000) and Kim
and Arditi (2010) found that the educational level, involve-
ment in continuing education, number of firms worked for,
membership of professional bodies, and leadership style
influenced the performance of construction firms. With
architectural firms, however, these managers are often
the owners and the relationship may differ. It may therefore
be worthwhile to investigate the relationship between
ownership characteristics and structure of firms and the
attendant individual and combined effects on the perfor-
mance of architectural firms.

The foregoing discussed studies on the influence of own-
ership characteristics and performance as well as ownership
characteristics and structure. In addition to these relation-
ships, however, a number of factors have been hypothesized
to moderate the relationship between ownership and per-
formance. One of such factors is number of hierarchical
levels (Durand and Vargas, 2003). Greenwood and Empson
(2003) suggested that formal hierarchies and bureaucratic
controls are unlikely to succeed in a professional service
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