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Executive Summary

Commentators have argued for many years that law firms need to move
forward from their traditional, seniority-based compensation systems.
But it’s not enough to simply add performance-related elements at the
edges of these. Shifting generational-based attitudes; changing career
aspirations; increasingly demanding clients; and pricing innovation and
development in the range of benefits that can be offered (both finan-
cial and non-financial) all conspire to urge firms to rethink how their
compensation system operates at all levels, across the whole firm.

By reviewing these emerging factors, Compensation Innovation: An
in-depth exploration into the future of law firm compensation aims to inspire
law firms towards future proofing their compensation systems so that
they continue to deliver results as their partnerships age. Exploring
also the interplay between compensation and succession planning, and
compensation and lateral hiring, the authors keep one eye to the future
and the other fixed on the bottom line throughout. The result is thor-
ough and practical advice that enables firms to develop fit-for-purpose
compensation systems that can be effectively managed to drive the right
behaviors and, in turn, financial success.

In chapter one, August J. Aquila, principal of AQUILA Global Advisers
LLC, sets the scene, explaining that many law firms are operating
compensation systems that actually hold them back from achieving
growth. Economic, social, and market change have rendered traditional
compensation models out of date. Changing a compensation system in
a law firm may be a herculean task, but it's worth it, August argues,
because rewarding high performers has a direct impact on results.

Building on the performance theme in chapter two, John Chisholm,
a consultant, urges law firms to stop measuring their professionals and
their performance solely by time. John explains how adopting a better
business model focused on outcomes and results, and built on value-
based pricing, requires firms to adopt different measurements, rewards,
and compensation structures.
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Relating compensation innovation also to pricing, Paul Lippe, member
of the Advisory Board at Elevate Services and formerly CEO of Legal
OnRamp, encourages firms to think about lawyer reward in relation to
client success in chapter three. He examines how law firms and their
in-house clients can work together to establish common metrics and
methods for mutual success.

Any firm innovating its entire compensation system will need to
review associate-level compensation, and in chapter four, Dan O’Day,
vice president, sales and client services, American LegalNet, explores
the reasons why top law firms pay such high rates for associates even
though in many cases it is not profitable for them to do so.

Oftentimes, firms are unable to make an educated estimate of what a
lateral hire is worth because of the limited background information that
is typically gathered during the recruitment process, which may not in
itself be accurate. Paying too much for a lateral hire can be costly, but as
Rebecca Holdredge, chief operating officer at Decipher, shows in chapter
five, conducting effective due diligence not only helps firms assess the
risk involved in a lateral hire but also to determine the right price for it.

Not all associates share the same career goals, and associates often
serve the firm in different ways, performing different roles according to
their strengths and weaknesses. In chapter six, Arthur G. Greene, prin-
cipal of Boyer Greene, LLC, argues that understanding this is critical
to innovating a compensation system that will maximize the contribu-
tion of associates and keep the firm financially healthy. Arthur explains
that it'’s not enough to simply redesign the compensation system. Firms
need to follow through with effective management of the compensation
process afterwards, too, in order for the project to be successful.

Two common and daunting compensation challenges facing law firm
leaders today are associate elevation and succession planning. In chapter
seven, Timothy Corcoran, principal, Corcoran Consulting Group
LLC explores, at one end, how we identify and reward those who are
destined for a partnership stake and, at the other, how we reward part-
ners approaching retirement and the transition of client work to younger
partners.

The law has evolved over time and so lawyers tend to prefer inno-
vation by small increments. But in every generation there are one or
two individuals, or firms, who redefine an area of practice with a bold
paradigmatic change of the sort one more commonly expects to find
in sectors such as tech or investment banking. When those changes
are successful, they set the scene for the next phase of incrementalism
within that new paradigm. In chapter eight, Simon Nash, director of
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Insight Limited and former global HR director at Carey Olsen, shows
how practices of different sizes have sought to innovate their reward
structures, demonstrating how solid management outcomes can be
achieved, whether in terms of the Maister model variables of margin,
pricing, utilisation, and leverage, or through a psychological analysis of
extrinsic and intrinsic work motivators.

In chapter nine, Benjamin Viney, director talent and rewards, and
Polina Pavlova, consultant at Willis Towers Watson, take a holistic view
and discuss the lawyer’s total reward package which they break down
into four key areas — foundational rewards; performance rewards; career
and environmental rewards; and the employee experience as a whole.
Benjamin and Polina demonstrate that you can then segment your
approach to take account of the different preferences of your employees.

Forming part of career and environmental rewards is work-life
balance, and in chapter ten, Nina Gray, CEO of Gray Legal Search,
explores how this operates as an employment benefit in more detail,
weighing up the benefit to the employee as against the cost to the law
firm of making it happen. Nina will explore the various options that
firms can deploy, including the use of shared office spaces and 960
working, and the impact of flexible working on social interaction and
data security.

Taken as a whole, Compensation Innovation: An in-depth exploration
into the future of law firm compensation offers fascinating insight into how
compensation models in law firms are changing, and how these may
result in improved performance, higher retention rates of star players,
and a more competitive market.
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