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Alliancing – an alternative model for competitive growth 

The pace of change in the legal world in the UK has been accelerating ever faster over the past few years and is likely to continue to do so. 

Change now impacting on law firms is being driven by many factors, including –

· The economy

· The Legal Services Act

· Greater regulation and compliance

· Professional indemnity insurers’ attitudes

· Technology 

· Changing client needs

· A fragmented profession  

However, lack of resource is increasingly resulting in many law firms being unable to manage such changes or exploit opportunities which arise, leading to an inability to provide clients with what they want at prices they are prepared to pay, to the competitive disadvantage of those firms.

One definition of ‘competition’ which is increasingly seen to be relevant in today’s legal markets is 

“a process by which services that people are not prepared to pay for, high cost methods of production and inefficient organisations are weeded out and opportunity is given for …new services, methods and organisations to be tried”   (Everyman’s Dictionary of Economics)
Those words can be applied to large parts of today’s legal profession.

If firms are to become and remain competitive then the legal profession at a number of levels is going to need further consolidation in order to provide the resources necessary to grow and to stay ahead. Satisfied clients are key to building a competitive and profitable law firm and the only real measure of success. Law firms are beginning to appreciate that on their own they will not have sufficient RESOURCE to provide the depth and breadth of expertise which clients will need and demand, or the infrastructure to support the provision of high quality legal services in a risk managed and regulatory compliant manner. 
Building competitive capability in this way will require law firms to develop as a minimum – 

· Investment strategies to recruit and retain the highest quality managers and lawyers at every level, particularly recognising the need to nurture tomorrow’s leaders.

· The ability to provide clients with levels of expertise and service which firms currently cannot contemplate.

· Realistic and achievable strategies to harness technology to ‘add value’ to clients in a way not before seen in the legal profession
· Infrastructures to underpin the provision of the highest quality legal services

· ‘Brands’ which will reflect the substance of firms in terms of the quality of their people and the value they bring to their clients.

How many of today’s law firms can confidently say they will realistically be able to develop at acceptable economic cost the resources necessary to achieve their strategic objectives within the timescales they have set themselves, or ever? How many of today’s law firms will exist in say five years time?   

Consolidation for many means only merger / acquisition. This need not be the case and for some there may be other ways forward to enable them to plan and implement their strategic goals. In the legal markets now evolving in the UK, ALLIANCING – which for these purposes I define as “the coming together for mutual benefit” is likely to be one of several routes for firms to follow if strategic aims are to be achieved. Internationally, alliancing has been successfully used by law firms for many years. 

There is a clear need in a number of legal markets in the UK for:

· A greater capability to deliver certain types of legal services across wider markets 

· Better ways to service certain types of clients

· More ability to exploit opportunities which arise

· Greater access to certain markets and market knowledge which may currently be lacking

· The development of defensive strategies by firms which consider themselves to be ‘at risk’ from market forces and new competitors with deep pockets which are threatening to destroy their businesses.

· Critical mass and market share if firms are to be able to provide the value for money services many consumers are now demanding 

· Greater compliance in the face of increased regulation 
· Effective risk management as PI premiums continue to increase
· Resource to enable firms to deal with the above;

In this note I look at:

· Why should law firms consider Alliancing as an alternative to merger or to going it alone?

· How can law firms analyse an Alliancing proposition?; and 

· How to make an Alliance work?

Why Alliancing? - Ally for the right reasons

A growth strategy designed to build critical mass in a market will depend for its success on creating resource – finance and people – to enable it to provide its clients with the services they want, where and how they want them delivered and at a price which in the eyes of the clients is good value. Above all the services must be provided better than can be provided by the competition. 

If a firm can realistically achieve its objectives by itself, then it probably does not need to join an Alliance. But how many will be able to?

At the heart of a well constructed Alliance will be the ability to provide members with access to resources which no member could on its own provide. This may mean that certain resources are most cost effectively and best provided from one central source for the benefit of all or alternatively, using the benefits of scale and the buying power of a larger organisation, are bought in at the local level.       

Will an Alliance really represent a new competitive advantage so that its members will together be able to ‘steal a march’ on the competition?  How will they be able to do this to build a better and stronger business? Alliancing should not be regarded as an objective in its own right – it is merely a step in the implementation or achievement of a certain objective or strategy. It is usually a means to an end rather than an end in itself. 
At the outset those considering becoming members of an alliance will need to identify their objectives and strategy and importantly should ensure that they really do have compatible ambitions –

· Do they wish to go in the same direction? 
· What is their ultimate destination? 
· Are their priorities for building the business the same? 
Client added value?

The successful Alliance is the one that will be seen by clients to benefit them rather than just the members involved. How will they benefit? What will they get out of it? And when they hear about it will they say ‘WOW’ – the ‘WOW’ factor is very important in helping a firm to judge how successful an Alliance is likely to be. What is going to produce this ‘WOW’ factor?

Firms contemplating an Alliance need to develop the notion of client added value as being central to their Alliance and ensure that it is communicated to the market place. How can they do this?

Identify the focus of the Alliance

The members will first need to identify those areas of their businesses that are going to be the drivers of their Alliance and make them their focus to take forward their Alliance. We are here talking about what their Alliance will become known for and this will often be what none of the parties can achieve on their own without an Alliance. The business case must be right and then implemented. In particular, is everyone’s strategic ambition likely to be achieved?

And when constructing an Alliance, firms need to be clear as to their territories. For example, will the Alliance comprise the whole of each firm’s business or just part? They will need to establish at the outset the way in which they are going to work together:

· If partial, how will it impact on the rest? Will they feel left out?

· How are issues of exclusivity, conflicts and competition to be dealt with? At the outset precise rules relating to exclusivity and any permitted exceptions need to be worked out.

· And if the intention of the parties is ultimately to create a truly merged business from the Alliance, what implications will this have on the parts of their business that may not fit in with a merged entity?

Alliances which cover less than the whole of each member’s business can be very difficult to manage and are unlikely to be successful in the longer term. 

Performance issues

In an Alliance as in any other organisation, performance needs to be managed. 

· How is performance to be defined in ways that make sense to all members and in particular to clients?

· What performance expectations should each member have about the others?

· How are the members going to control and manage for example :

· Levels of client service?

· Quality and risk?

· Pricing?

· Branding?

· Know how?

· Sharing of fees?

· Regulatory and compliance issues?

Branding

In a world where branding is all important, how is the Alliance to be known in a way that makes sense to the clients, to the Alliance itself and to each of the member firms? Even more importantly will be the question of how the parties to the Alliance build their brand values into the Alliance – branding comes from within. The ‘brand’ which is developed must not be just a recognisable name, it must reflect the substance of the Alliance – the new ‘firm’, in terms of the quality of its people and its clients, as well as the advice and added value it must be determined to provide to its clients. 
Work at it

Alliances do not work unless worked on by everyone – they are like marriage! The members need to examine what practical steps each must take to ensure success. This must not be confined to just a few people in each firm – the Alliance must be communicated throughout every member firm so everyone can buy into the relationship and work at it. 

Working together

The members must also get their people really working together. Law firms are people businesses and success depends upon having the trust and confidence of the people within the organisation. Effort will need to be put into integrating the people from every Alliance member and making sure they work together well to achieve the Alliance’s objectives. 

Structure

While structure is important, if firms are considering a form of Alliancing, then they should try not to get too bogged down in issues of structure because generally ‘structure should follow strategy’, not the other way round. Having said that, it is important to consider a structure which will ensure that the objectives of the Alliance can be achieved.

A tight federation at the outset, working towards in the short term operational and management integration may for some be a practical way forward. The ultimate destination also needs to be clear and agreed upon at the outset.
A law firm is about people and getting people working together will be key to building a successful Alliance, particularly if that Alliance has the vision of developing for example,  into a successful ‘national’ law firm which over a given period of time will become ‘greater’ than the sum of the individual member firms which comprise it.
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