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Does your firm have the people and skills to meet the challenges ahead?

It was starkly brought home to me recently when I was asked by the journal Managing Risk to write an article on some of the current issues and challenges facing law firms, that they saw the future of the legal profession in this country as a RISK issue. The article as published in Managing Risk is attached.
Law firms of whatever type and size will face challenges in the coming years if they are to survive and prosper. Regarding challenges of the kind mentioned in the attached article as risks and which should be managed as such, may help to focus firms on the urgency of the situation and the need to plan for remedial action. Managing risk should nowadays be a major part of the role of managers in professional firms and many are already facing up to those challenges and laying their plans for the future. Others, for a variety of reasons, may be finding difficulty in both facing up to their issues and implementing solutions.

To do this, a question crucial to future success, which firms should regularly ask themselves, is

‘Do we have the people within our firm who are capable of helping us achieve our objectives?’      
That question of course assumes that firms do have specific objectives, they having been through a process of taking a hard look at themselves and then arriving at a realistic plan for going forward. Not all are prepared to tackle that process because to do so might take them out of their ‘comfort zone’ if, for example, they were faced with challenging their ‘sacred cows’. All firms have sacred cows and no progress can be made unless and until they are dealt with.

One of the essential elements of arriving at a strategy for going forward is that any plan should take account of resources, whether they are resources available now or which can be generated within the future timescale of the plan. Law firms are people businesses and so ‘people’ will be a major, if not the major, resource required.
Does a firm have people within it capable of successfully performing the roles necessary to achieve the firm’s goals? And, if such people exist, are they prepared to carry out such roles?

If the answer to either of these questions is ‘No’, then a firm will have some very hard thinking to do if it is to successfully achieve its objectives.

What kind of skills and qualities do firms require in today’s fast changing legal landscape to give themselves the best chance of succeeding (or for some, of surviving)? The increasing demands of clients and the challenges now facing firms may put even the best of managements under severe pressure.

The roles of law firm leaders and managers need to continuously evolve to cope with the next stages of their firms’ development. In particular are firms clear as to the role or roles required? 

Almost certainly, irrespective of size of firm, there will be a leadership role required, the nature and extent of that leadership differing from firm to firm according to needs and circumstances. And that leadership needs to have a clear appreciation of the firm as it is today and a vision of what the firm is realistically capable of becoming, combined with a determination to achieve that vision. That is likely to involve challenging everything about a firm, including any ‘sacred cows’ that may exist.

Depending upon the size of the firm, there is also likely to be a need for a 

CEO / COO / managing partner who will be charged with implementing the strategy and managing the firm’s day to day operations. All too often however, such individuals also have to continue doing client work and as a result have limited success in developing their firms. It is very difficult to do justice to both the firm and to clients and usually it is the interests of the firm that suffer because priority is given to client work.

Many firms regard having sufficient and effective management as a luxury, fixated as they are on everyone grinding away at the chargeable hours. I would instead ask – can firms afford not to have such a team in place?

In addition to looking at those with management roles to judge whether the necessary resource is in place, a view may need to be taken of the rest of the  partnership.   For example, take the situation of a firm which has a number of senior partners who have been the driving forces behind the firm for many years  and who are soon to retire. They may look at their younger partners and conclude that those partners are really not up to the task of taking forward the firm to meet the challenges ahead. What should they do? For some, perhaps merging the firm with another may be the best solution.

And as ever, there is the continuous job of endeavouring to raise the performance of those who may be underperforming or weeding out those who may be unwilling or unable to improve or to conform.

I began this note by mentioning the broad risks emerging for law firms out of the changes now taking place around us. In relation to any plans designed to advance a firm to counter such perceived risks, a firm should not only ask itself whether it has the people with the skills to help it achieve those objectives but whether the people it does have are themselves a risk to the business? 

People risks potentially pose the greatest risk to a law firm and can touch every area of the business – client relationships, loss of staff and reputation to name but a few. How well do firms know their people? Do they have effective vetting procedures in place? How tightly are people (including partners) supervised? Do law firm managers really know what is happening in the business, particularly as to what certain people are doing in higher risk areas of the practice?   
However well you have thought out your plans, if you do not have the right people on board to help you see through those plans, you are unlikely to achieve your goals. Doing something to remedy that may well involve some difficult decisions. To do nothing should not however be an option.
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One Man’s Risk
is Another’s Opportunity

Peter Scott

Peter Scott, solicitor,
says that lawyers who
won’t face up to change,
risk their futures

Once upon a time there was a
solicitor who had a safe job. Indeed,
he had everything - security, status
and good income, but, over the years,
these gradually eroded and now his
very existence is under threat. Where
did he go wrong?

If law firms are to survive they must adapt
to change. As Charles Darwin wrote in
The Origin of the Species ‘It s not the
strongest of the species that survive nor
the most intelligent, but the ones who are
the most responsive to change

Changing world

The world is changing at an ever faster
pace. For many lawyers, clients are now
‘consumers’ who demand a cheap,
packaged quallty product and who, if not
totally satisfied, will complain loudly.
Consumer-led, commoditised volume
work, such as personal injury and
conveyancing, wil, in future, only be
capable of being profitable as part of a
business, which continuously drives down
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costs to compete on price and provide the
levels of service that consumers demand

“*High street' firms doing such work in a
traditional way will not survive for long
unless they change to meet these
challenges. High street grocers faced the
same onslaught from supermarkets, 40
years ago. How many are left? We
increasingly use terms such as ‘Tesco
Law' ~ but the analogy with what has
happened to high streets across Britain
should be self-evident to lawyers - and
ignored at their peril

The risks of not changing will become
even greater. The present regulatory
regime stil affords some degree of
protection to uncompetitive lawyers. Once
legal services are opened up to
competition, it will not be a question of if,
but only of ‘when’, large organisations
with financial muscle see synergies with
their existing businesses, and acquire the
best of the new breed of law firms which
have adapted to meet the needs of the
legal consumer.

Deregulation

Deregulation of the profession will
accelerate the concentration of firms, both
on and off the high street, adding to the
changes already brought about by other
agents of change. Why wait for Clementi?
Practice Rule 7, as now amended,
already provides the opportunity for non-
lawyer organisations to share profits with
solicitors. What are they waiing for?

Government

There is a more ominous threat to high
street firms — government. Political risk
has always been present in relation to
publicly-funded work, but it should now be
clear that govemment is now turning the
screw on lawyers who do socially
necessary. but (in governmental eyes)
overly expensive legal work

The resultis that many firms are now
moving out of publicly-funded work. Who
or what will replace them — a government
legal service? The pilot set up to deal
with immigration cases is, perhaps, a
taste of what is to come. What should ‘at
risk’ firms now do? In one word — adapt —
but adapt to what? Options are
disappearing fast?

12

Strategies

Firms can try to compete in volume work,

but only if they:

- consolidate and restructure to weed out
underperformance;

- invest in IT and management; and

« continuously drive down costs and
prices to atract clients.

They may prefer to remain small — but
they are only likely to prosper if they
focus on niche areas of work, in demand,
and which command premium prices.

Whichever, consolidation will need to
continue to build sufficient critical mass to
create the necessary resources to provide
the breadth and depth of expertise and
service levels which clients now demand -
and which will be key to success in the
law in future.
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A pessimistic view? | regard it as realistic
~ because those who cannot or will not
adapt to change are unlikely to survive.
For others, who can see opportunities
beginning to open up in the legal
profession, the prizes are there for the
taking. Jack Welch, former GEO of
General Electric, said, ‘Change before
you have to’. For those who do not,
change will be all the more painful. -

Peter Scott s former managing partner
of Eversheds in London and now runs
Peter Scott Consulting He can be
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