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Dealing with complacency Some firms have done better than others in the downturn. 

Peter Scott looks at those that adapted - and foresees breakup for those that have not I began this column two years ago with the words: 'As law firms are reporting all-time record profits, more ominous clouds are gathering. 
In the US the "R-word" has returned and the warning signs of recession are everywhere' (see [2001] Gazette, 11 January, 14). So how are law firms weathering the storm? It is not all doom and gloom for those well-managed firms that have taken steps to plan for the future. 

Firms that have established a clear and focused strategy and worked hard to implement it are now seeing their investment bearing fruit. 

Many private client firms which stuck to their guns, cleared out the dross clients and partners, and focused on tax-led work, have been inundated with good new work. Indeed, some headhunters are seeing more instructions to search for good private client partners than any other type of lawyer. 

And those firms that have recognised that in the future a great deal of the legal profession's work will be generated from regulation are also prospering. 

Practices with strength in employment, financial services and competition law are seeing a great deal of profitable work come through their doors. But have firms been weeding out the poor contributors and restructuring their partnerships to cope with leaner times? The answer is that firms have increasingly become performance-oriented, driven in the main by client demands for better, more value-added service. 

And some firms have, surprisingly, quickly adapted to changed circumstances, and in the process have become leaner, more profitable businesses which are better able to cope with adverse market conditions. However, others are still finding it difficult to change to meet the demands of modern day practice. 

So what hope for them in the future? Not much - and this category has large and small firms. 

They will wither away or be swallowed up for their best parts, with the rest being consigned to the dustbin. Along with the ability to adapt to change, law firms also need to impose much tighter financial management. 

Almost every law firm could make more of itself financially by making the most of what it has, and by working smarter, but not necessarily any harder. 

When money is tight the natural reaction is often to batten down the hatches and stop putting resources into developing the business. 

However, those firms that have continued to put effort and resource into effective marketing, and building strong client relationships, are now seeing the benefits come through. 

In particular, those firms that have concentrated on developing their existing clients, rather than expensively chasing new client leads, are tending to experience real growth in work from a more satisfied and secure client base. Last but not least, those firms that have worked hard to create working environments which attract and retain quality partners and staff are seen as the places to work. Two years ago I said law firms that had been complacent for too long needed to take a long hard look at themselves and take whatever remedial action was necessary - before it was too late. 

The need for many to do so is now even more urgent and for some it may indeed be too late
