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Challenges for the A&E Industry
Challenges Shaping Architecture & Engineering

It ’s no secret that architecture and engineering firms across the United States are 
grappling with rising project costs, largely driven by inflation. The cost of construction 
materials, skilled labor, and essential equipment has climbed at a pace that’s hard to 
ignore, putting real pressure on both project budgets and firm profitability. If you look at 
recent findings from the Deltek Clarity A&E Industry Study, you’ll notice that a growing 
number of firms admit they’re finding it tough to maintain healthy margins as these 
expenses continue to mount. In a nutshell, this climate calls for more diligent budget 
management and forward-thinking project planning to keep overruns at bay and protect 
financial stability. It ’s worth considering that, in recent years, the inflation rate for 
construction materials has even outpaced general consumer inflation, forcing firms to 
revisit contracts and adopt more flexible pricing strategies. For instance, when working 
on multi-year infrastructure projects, teams often have to revisit their budgets midstream 
to account for shifting material costs, a process that can sometimes lead to difficult 
conversations with clients and put a strain on cash flow.

Rising project costs and inflation
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Navigating Economic 
uncertainty

“The A&E industry faces rising costs, workforce gaps, and 
rapid tech change. Explore the challenges—and the 
strategies firms are using to adapt”



The architecture and engineering (A&E) 
industry is operating in an environment 
defined by rapid change and increasing 
complexity. Economic uncertainty, rising 
project costs, workforce challenges, evolving 
regulations, and accelerating digital 
transformation are all reshaping how firms 
plan, deliver, and manage work. While these 
pressures create risk, they also present 
opportunities for firms willing to adapt. 
Understanding the challenges facing the A&E 
industry is essential for maintaining 
profitability, competitiveness, and long-term 
resilience.
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Challenges for the A&E Industry

Economic volatility continues to impact A&E 
firms across the United States. Inflation has 
driven up the cost of construction materials, 
labor, and equipment, placing pressure on 
project budgets and firm margins. In many 
cases, material costs have risen faster than 
general inflation, forcing firms to revisit 
pricing models and contract structures. 
Multi-year projects are especially vulnerable, 
as budgets often need to be adjusted 
midstream to account for cost fluctuations.

Cash flow management has also become 
more difficult as payment cycles lengthen 
and project timelines shift. Delayed 
approvals and unpredictable project starts 
can disrupt revenue streams, making 
accurate forecasting essential. Firms are 
responding by tightening billing processes, 
closely monitoring receivables, and adopting 
rolling forecasts to improve financial visibility 
and stability.

Client expectations are evolving alongside 
these financial pressures. Clients increasingly 
demand greater transparency, faster 
delivery, and flexible engagement models. 
Many now expect real-time reporting, clearer 
cost breakdowns, and collaborative project 
delivery approaches. To remain competitive, 
firms must balance cost control with 
responsiveness and clear communication.



Adapting to Technological 
Disruption

Technology is transforming every aspect of the 
A&E industry. Artificial intelligence, automa-
tion, and advanced analytics are improving 
design efficiency, reducing rework, and 
enabling data-driven decision-making. Tools 
such as generative design, automated docu-
mentation, and predictive analytics allow firms 
to optimize outcomes while managing risk 
more effectively.

At the same time, selecting and implementing 
the right project management tools has 
become critical. Centralized platforms that 
integrate scheduling, resource management, 
documentation, and financial tracking help 
firms streamline workflows and improve 
collaboration across teams. Cloud-based solu-
tions support remote work and real-time 
access to project information, which is now 
essential for distributed teams.

However, increased reliance on digital systems 
brings heightened cybersecurity risks. Protect-
ing sensitive project data, intellectual property, 
and client information is a growing concern. 
Firms must adopt strong security practices, 
including access controls, regular system 
assessments, and employee training, to main-
tain trust and ensure compliance.

From AI adoption to sustainability demands, today’s 
A&E challenges require smarter planning and better 
project visibility.
Learn more in our website.
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Talent Acquisition and 
Retention

Workforce challenges remain one of the most 
pressing issues in the A&E industry. As experi-
enced professionals retire, firms face a widen-
ing skills gap that is difficult to fill. Recruiting 
and developing the next generation of engi-
neers, architects, and technical specialists 
requires intentional investment in training, 
mentorship, and knowledge transfer.

Attracting younger talent is increasingly com-
petitive. New professionals prioritize innova-
tion, career growth, flexibility, and meaningful 
work. Firms that offer exposure to modern 
technologies, sustainability initiatives, and 
clear advancement paths are better positioned 
to stand out. Benefits such as mentorship 
programs, flexible schedules, and support for 
continuing education are becoming just as 
important as compensation.

Hybrid and remote work models have also 
reshaped workplace culture. While flexibility 
can improve satisfaction and retention, it 
requires new approaches to collaboration, 
accountability, and performance management. 
Firms are investing in digital collaboration 
tools and redefining management practices to 
support productivity and engagement in a 
hybrid environment.
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How A&E Firms Can Adapt, Compete, and Grow

Operational efficiency, regulatory demands, and intense competition are shaping how A&E firms 
deliver projects and stay profitable. From improving utilization and reducing workflow delays to 
managing remote collaboration, firms need better visibility, standardized processes, and 
integrated digital tools to keep projects on track. At the same time, evolving regulations, 
sustainability expectations, and growing M&A activity add new layers of complexity that require 
strategic planning and strong change management. Firms that adopt data-driven 
decision-making and invest in the right systems, people, and processes are best positioned to 
turn these challenges into opportunities. 

Read the full article on
www.evxsoftware.com


