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Plan ahead – before it is too late

Given some of the imminent challenges now facing the legal profession, are law firms carrying out sufficient forward planning to secure their futures? Or, are they just reacting to circumstances?

Jack Welch once said “Change before you have to” and that should be a mantra by which today’s law firms take forward their businesses.

The current pace of change impacting on lawyers has probably never been faster but how many law firms are planning ahead to ensure they successfully adapt to the changes affecting their very livelihoods? Complacency is the greatest danger.
What will it take to spur law firms into seriously planning for their futures if they are to succeed in an increasingly competitive market place?
· Changed markets which mean their existing services will no longer be required?

· A further downturn in work in a shrinking market?

· More clients lost to more competitive firms?
· The loss of the best partners and staff to firms regarded as having better futures?

· Declining revenues and profitability?

· Further cash calls to support poor cash management?

· An inability to manage risk resulting in higher PI premiums?
Any one of the above circumstances should make a law firm think urgently about its future. A useful starting point for a law firm to do this is to use a process of taking external and internal soundings. This process can help it to gain a realistic appreciation of what it is, its strengths and weaknesses and what it will need to do if it is to achieve the competitive capability to provide clients with the services they require, at prices they will be prepared to pay. 
External feedback
Listen to your clients or else...." is fast becoming the survival imperative for law firms as they emerge from recession into a fiercely competitive market in which clients will increasingly vote with their feet. Client and referrer feedback can be particularly beneficial in helping to focus discussions and decision - making about the future direction and performance of a law firm. The first step therefore really needs to be to find out what clients are going to want from the firm in the future, how they will want those services delivered and how much they will be prepared to pay for such services.  

Unless these matters are ascertained and clear, then plans formulated on any other basis are bound to be flawed. As an indication of how to go about this I have attached in the Appendix at the end of this Briefing Note a short research paper, ‘Preventing client leakage’ which I and my colleague in the Winning Firm Alliance, Robin Dicks prepared and circulated several months ago. 
Internal soundings

Having ascertained externally what clients will want in the future, it is then important to find out whether the people in the firm will be both prepared and able to consistently service clients in that manner. 

Asking a series of questions of both partners and staff to address these issues can begin to point the way to constructing a realistic plan for a firm to build a future for itself and its people. Firms can go about this in various ways but an effective process is to use a confidential questionnaire or interviews to gain an insight into internal views as a preliminary to meeting to debate and make decisions, probably at a retreat attended by partners and some senior staff. 
Here are examples of questions which can be asked to bring out some useful pointers.
1. What kind of law firm do you want our Firm to be?

How do you see the firm’s future?  

· In the light of the external perception of the firm as shown by client and referrer feedback?
· Our market positioning and competitors?

· Client types / areas of work?

· The most significant threats / risks faced by the firm?

How ambitious do you think the firm should be?
· In terms of growth and profitability?

· How hungry / passionate are partners about building our firm? 
· Do we all (or most of us) want to be part of that kind of firm?

In answering these questions, it will be important for partners to focus on matters such as: 

· What is realistic and achievable?
· Timescales and available resources?
· Given limited resources, is it realistic to believe that our firm will be capable of achieving these objectives on its own? 

2. What do you consider our Firm needs to do to achieve the ambition / vision you have set out in response to question 1 above? For example:
· Does the Firm have the right / best people on board with the requisite skills and abilities to enable us to achieve our objectives?

· What will the Firm have to do to recruit and retain the best?

· What should Partners be doing more of / less of / differently to achieve those ambitions?

· How hungry are you / other Partners?

· How much do you / other Partners really want to earn? 

· Do you think you / other Partners are fairly rewarded for your / their contribution?

· Are you content to be earning your current income?

· Would you be prepared to behave differently or put in more effort to earn more?

· Is everyone prepared to stretch themselves?
· What hurdles do you consider exist within the Firm that need to be overcome if our Firm is to achieve its goals and ambitions?
· Do you consider a merger with another firm will be necessary? 
3. Priority issues
· List in order of priority six issues that need to be urgently tackled if the firm is to achieve its objectives.
· How would you propose to deal with those issues?

A vision of what a firm can realistically become, crafted from such external and internal forces of reality, should then be capable of being developed. However, the most difficult task will be to turn that ambition into reality. Successful implementation of a strategic plan will require resource .

Resourcing implementation
If as a result of listening to clients and referrers, partners and staff and by challenging every aspect of how a firm thinks and operates, the leadership of a firm develops a clear, focused and realistic strategy to gain competitive advantage but concludes it must grow: 

· if it is to have the necessary resources to be able to provide clients with the value for money services they require, to successfully compete; 

· to provide the infrastructure now and in the future required by the firm if it is to adequately manage its risks and compliance and provide to its lawyers the necessary support services their work requires; and 

· overall to achieve the objectives it has set itself within given timescales 

then it will need to consider how it is to achieve this and in particular whether organic growth alone to achieve this is feasible or whether, if it does not have sufficient resources of its own to enable it to achieve its objectives, it will need to join forces with others to do so.
 Providing the resources necessary for these purposes can require large investment, both in terms of effort, organisation, people and finance. Whilst some organic growth will usually be possible, to achieve the required levels of critical mass needed to begin to service clients more effectively and profitably, to manage risk and compliance to an acceptable level and to provide all the other support infrastructure a modern law firm needs, is likely for many firms to require a ‘quantum leap’. Organic growth by itself is, for many, unlikely to provide that. 
This is likely to be the case especially during a period of economic restraint and falling profits. And even if firms attempt to grow organically to meet their challenges, their rivals may be doing so at an even faster rate and become better placed to gain competitive advantage over them. 
Nowhere can the need to grow and to be more focused be seen clearer than in the case of mid size and smaller firms which are currently facing increasing competition as clients look to larger firms to provide them with the breadth and depth of legal services they now require. At the same time difficult economic conditions are eroding their traditional markets. In addition, we are seeing pressures mounting on smaller firms from the regulatory changes now being implemented and from a more cautious attitude from professional indemnity insurers to covering risk. The need to be able to safely and compliantly practice law has never been greater or more difficult to achieve.  
 Feedback from clients and referrers may often help to highlight a lack of resource which is holding back a firm’s progress. Whilst many firms will have a certain breadth of expertise across a number of work types and client types, there are likely to be critical gaps in expertise which will need to be plugged if a firm is in the future to be able to provide clients with the services they require. Of even greater concern for firms should be the client - perceived lack of depth of expertise within a firm which external client and referrer perception surveys often highlight. 

If a firm concludes that, if it is to successfully compete in tomorrow’s challenging legal markets, it will need to grow by building its people and financial resource, but it cannot see how it can do this alone, then merger or collaboration in some way with others will need to be a route to seriously consider.  

However, merger is not a strategy. It is a means to an end - to become more competitive. 
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Preventing client leakage – key aspects that ensure financial strength for the firm

A major difficulty for law firms is that unhappy clients will often not tell a firm directly that they are dissatisfied. Instead they will progressively use the firm less, or not at all, until the firm’s work from them has disappeared. That has always occurred, even in good times but at the moment pressures on clients to seek ‘best value’ are such that there is an even higher risk for law firms of losing good clients to competitors. 

The client – based research we have carried out consistently demonstrates that unless law firms listen to their best clients and act accordingly, then those clients will migrate to other firms. The graph below based upon many law firm client interviews shows the extent to which many law firms unknowingly risk losing a substantial part of their client portfolio. The economic cost and risks involved are significant and typically represent 15% of a firm’s revenue. Survival is at stake.  
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Our research also shows that the cost and effort needed to ensure client satisfaction and thus the retention and development of good clients is many times less that the cost of trying to win new business. The graph shows that, typically, 3 out of 10 clients have hidden potential to grow that the firm has not identified. Thus, together with “at risk” clients, typically nearly half of a firm’s key clients give feedback that provides an immediate financial payback to the firm.

“Protecting your backyard” should be the most obvious and profitable step to take to ensure not only survival in an increasingly challenging legal environment but also one of the best ways to build long term competitive advantage.   

This is also critical when, for example, reviewing a firm’s strategy. The key is not just to rely on what you hope or believe to be true but what clients genuinely think. This note summarises some of our most important research findings from interviewing clients of law firms, and in particular from those clients which were in the ‘at risk’ category shaded red in the above graph.  
Understanding and then responding to the issues outlined has created immediate financial benefit and has clarified future direction for each firm. We’d recommend putting the subject of client feedback on the agenda of your next partner meeting to discuss how your firm can benefit.   

Perceived lack of skills and technical expertise

Our research shows clients absolutely expect that law firms have the necessary technical expertise to get the results which they require. This is not always a ‘given’. Clients express their concerns in a number of different ways and firms need to respond differently depending on the nature of any “gap”. For example:

“They are OK for most work but when it comes to something really important to us, we go [elsewhere]”

“If [named partner] is not there we go elsewhere because they lack depth of expertise.”

“They need to improve the quality of staff in the 2nd tier”.  

It is also unquestionably true, as many clients put it, that “it is not enough just to be a good lawyer”. The following factors all demonstrably influence the choice of firm.

Brand and firm positioning

Firms win and lose work based on how clients and key decision makers perceive them. Clients often refer to factors around complexity, risk, or size as potentially important in specific transactions. For example:  

“For high value / high risk work I would use a big name firm – very unlikely to get bad advice”

“Our accountants tell us to use a ‘corporate’ firm”

“The firm is under pressure if it does not do some bigger corporate work”  
“Sometimes we don’t use them for complex work”

“(They) may not be able to do complex transactions”

Lack of client awareness of specialisms offered

Sometimes the problem is not so much actual lack of technical expertise, but more a failure on the part of a firm to make clients aware of what the firm can do:

“They must not assume that people know what they do”

“If I had a £5m project, would I think of (Firm)…probably not…I would think of one or two others first… it may be that I don’t know enough re: the full extent of their expertise”.

“Not sure if they have certain capabilities”

“They are not proactive with their own clients”

“I don’t think they have anyone in litigation...but if (the client partner) told me they did, I would trust him...I’d be interested in talking to them” 
“Maybe not so good at telling people what they do”
Speed and other ‘service’ factors such as meeting deadlines, keeping commitments, the ability to offer advice quickly and efficiently, keeping clients informed of progress and care and attention to work can also determine if a firm continues to be retained for work.  Importantly, clients often infer that poor responsiveness indicates a lack of capacity and that the firm is overstretched. This also can prompt them to try other firms.   

“Their response times leave much to be desired”

“We had to chase all the time … we said it was urgent but it still ended up drifting”

“They didn’t communicate enough, or didn’t seem to be on top of things”

“I don’t believe they have the resources”

Relationship/understanding of needs

The example of a firm with a client representing 25% of the revenue of one of its practice areas is instructive here. The firm was unaware that is was likely to lose that relationship in an imminent review of panel firms. Being aware of the client feedback below, and effectively responding to it, enabled them to retain their biggest client:

“For service, I would rate them 8.5 out of 10 (they are upper quartile on this)...for strategic value I would rate them 2/10” 

Value for money

Interestingly, price on its own is rarely a determining factor. However value for money is. The clients of one firm were clear as to their requirements:

“They always try to sell to us on price – but what we really want is to have a good job done at a reasonable price”

This is a message frequently heard and one which law firms do need to take on board in these ‘value for money’ times. Our research clearly shows that if law firms 

· provide their clients with what they need (rather than what the firm thinks they need)

· at prices their clients perceive to be value for money; and

· do this better than their rivals,

client satisfaction improves and clients are more likely to retain a firm, or consider using it for more work. 

Of course, for any individual firm it is key to identify what is important to its own clients, and how the firm currently performs in key areas.  To be unaware of or to ignore client perceptions is to put at risk a firm’s very existence.  
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