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What kind of firm are you going to build in 2007 – and beyond?
The New Year is a good time for law firms to consider their direction and objectives, given that the fundamental aim should always be to achieve greater competitive advantage. And 2007 looks as though it may, for some, be a year when the legal landscape is changed for ever. Who will be the winners and losers in 2007?
To be competitive, firms need to strive to:

· really understand the needs of their clients and their clients’ decision makers and provide them with want they want – and more;

· do so at prices which the clients consider value for money; and

· moreover not only provide the clients with advice they require at  a price they recognise as good value, but do so consistently better than the competition.  

To achieve such goals firms need to become totally client / market driven and focused, and currently clients and their demands are in many ways rapidly changing the market place out of all recognition.

We have the Legal Services Bill now proceeding through Parliament and likely to become law later this year and we are already seeing indications that non-lawyer organisations are about to enter the legal services market.  Who knows at this stage how it will really impact upon the legal market? Some specific thoughts on this are set out in my article just published in the January 2007 issue of FDLegal and attached to the email sending this Briefing Note.   
Once legal services are opened up to a different form of competition from large organisations which have both appetites for acquisition and the financial muscle to match those ambitions, then the protection hitherto afforded to uncompetitive lawyers by the current regulatory regime is likely to disappear.

If those law firms potentially at risk are to survive and prosper, then they will need to adapt to the changing demands of their clients and the needs of the market place. Given an uncertain future for some, what steps should firms now be considering?

Take a ‘reality check’

If a law firm is to achieve progress and become more competitive, then before doing anything else, it will need to both understand itself and its people and their aspirations and find out what its clients and its market really think about it. This may for some be a difficult exercise, but plans built upon false impressions will never succeed. 

Face up to issues       
If firms have objectives which, while clear and realistic and supported throughout the firm, are only capable of being achieved if action is taken to deal with the obstacles standing in the way of progress, then unless decisive action is taken, those blockages will continue to keep firms uncompetitive and not as profitable as they should be.

A reality check is likely to reveal many of these problems.  

Many firms have issues which might be called ‘sacred cows’ which are often just too difficult or painful to get to grips with and it is so easy to leave them alone – but progress is usually unlikely to be made until they are tackled. To do this those who have the task of running their firms need to force themselves to get out of their ‘zone of comfortable debate’ and face up to dealing with such issues, which  may include:
· Succession 
· Underperforming partners and staff

· Partners not prepared to be managed 

· Lack of skills and depth of expertise within the firm to meet the challenges ahead

· Possible loss of clients / markets

· An increasing inability to recruit and retain the best people

These hurdles to change will not go away. If progress is to be made, then to do nothing should not be an option.
Make decisions
Every year firms should ask themselves questions such as:

‘What kind of firm do we realistically want to be?

 and 

‘How much do we really want to earn? (a good touchstone of partner hunger)

Such questions can begin the process of challenging established thinking within the firm, which will be required if change is to be implemented and progress made. Moreover, if focusing on specific obstacles to making progress, firms may need to ask themselves some of the following questions as a matter of priority if they are to move ahead.

Do we have / can we generate sufficient resource necessary to enable us to compete?
Resource in a law firm consists of its people and the financial wherewithal they can generate. 
· Does the firm have enough of the right people to enable it to provide existing clients with the service they want, when they want it and where they want it? If not clients are likely to disappear.
· Does the firm have people with the expertise and reputations to enable it to break into new markets and win new clients?  

· Is the firm unable to recruit and retain good partners and staff because of:

· a feeling the firm is going nowhere

· lack of clear career paths

· lack of quality work

· profile and reputation of the firm

· an inability to pay market rates?

· Does the firm have enough ‘hungry’ partners who are willing and capable of helping it achieve its objectives?
· Is the firm making sufficient investment in its people to develop a higher performance culture consistent with its values? And, importantly, is it bringing on the next generation of partners?
These are some of the questions that many firms are now asking themselves. Some have come to the conclusion that they cannot generate on their own (whether from internal or external sources) sufficient people resources necessary to be able to achieve their goals and to compete in the new legal markets now emerging. As a result some have (and many are considering) whether merger is likely to be the most effective way to secure their futures.

Merger is not however a strategy – it is a means to an end, which is to become more competitive and in the process to build a more profitable firm on a sustainable basis.

The momentum for consolidation in the legal profession will if anything quicken as regulatory change takes its toll and firms realise that they cannot on their own provide the resource necessary to run a competitive and compliant firm at an economic and acceptable cost. Pooling resource for many will be the only answer if they are to survive.

Are we doing the right kind of work for the right kind of clients?

Limited resources means that few firms can ever be ‘all things to all men’. They increasingly need to invest in longer term focused strategies to service clients by providing cost effective and value for money advice in a limited range of profitable areas of work at which they excel and to narrower types of clients and sectors which they know and understand well.

And how many firms have recently taken a hard look at their client lists and analysed the true profit (or loss) derived from the bottom 10% or 20% of their clients? For how much longer are some firms prepared to continue to subsidise some of their clients’ businesses?  
Are our organisational structures ‘fit for purpose’?
Traditional internal organisational structures which have served their purpose in a slower moving and simpler world may not be sufficient to help meet the challenges now facing much of the legal profession and to manage the changes now being forced on many firms in the way they are having to operate. 

Firms need to consider afresh how they organise themselves to meet these challenges if they are to survive and prosper. In place of traditional models, some firms as they grow are now recognising that it is not practical for just one or two partners to do everything and that a team of people with the appropriate skills and qualities are needed to provide the leadership and management to take forward the firm.

This brings us to perhaps the most important matter of all to consider – a firm’s leadership.

Building a successful law firm is a continuous journey, more often than not based around making incremental progress on a daily basis rather than making quantum leaps, although the latter are sometimes possible and necessary and can be highly successful. 
It is however important that partners in a firm feels they are ‘on the same journey’, are clear as to and agree the destination and are all prepared to pull in that same direction.  This does not just happen on its own. It is likely to require leadership which:

· challenges everything about the firm;
· has the ability to develop and communicate a vision for the firm which partners can believe in and will follow;

· has the determination and drive to achieve such vision for the firm; and 

· can inspire people (or at least most people) to climb aboard for the journey.

If firms have that kind of leadership then they are likely to be able to look forward to 2007 and beyond with some confidence.

However, developing and bringing through future leaders is not an easy task – and this is possibly the greatest challenge many firms now face.

© Peter Scott Consulting 2007 
