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Executive summary

The legal profession, like so many other fields, has continued to reel from
the deep-reaching and significant impact of the 2008 financial crisis. In
the years following the crash, a general downward turn in the demand
for legal services compelled firms to tighten their belts, make tough deci-
sions, and come up with innovative strategies in order to survive. One
of these was an increased focus on profitability and different means of
managing and improving it, a relatively new development for the legal
industry. However, in recent years there have been small but positive
signs of improvement, manifested in a gradual pick-up in client engage-
ment, as global economies continue to slowly but steadily recover from
the crash. It is definitely a better time to be a lawyer, as latent demand
begins to manifest in parallel with growing client confidence in a stabi-
lizing market, fast-paced disruptive technological innovations, and
significant changes in laws and regulations.

However, this does not mean that firms can afford to be complacent.
The legal landscape continues to be in flux, and improvement is slow.
Increased revenue and client demand does not come to firms that do not
proactively seek it, nor is it achieved by those who are not applying inno-
vative and cutting-edge techniques and strategies to the management
of their firm. Of course, delivering the best service to clients should
always be a top priority; however, there should also be an emphasis on
running the firm like a business, which includes intensive scrutiny of
expenditure and coming up with new and inventive ways to generate
profit. Managing and growing a firm’s profitability should not just be an
exercise for difficult economic periods, but instead must be a priority at
all times. Rather than being perceived as an irksome bolt-on, it is neces-
sary to see it as a great opportunity in these times of increased business.

Existing and persistent cultural norms amongst lawyers, however,
means that the reform of current business practices does not always
come naturally. Nor is it necessarily easy to find the right practical advice
that can carry a firm through the transition. Emerging Approaches to Law
Firm Profitability aims to be the ideal tool to assist with implementation,
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Executive summary

providing essential guidance for those seeking new means of maxi-
mizing their firm’s capacity. Featuring advice and reflections from a wide
variety of contributors, ranging from business and finance professionals
to thought leaders and consultants, this book offers in-depth, intensive
insight into the challenges generated by today’s dynamic and hyper-
competitive legal landscape. Most importantly, Emerging Approaches to
Law Firm Profitability moves past the identification of these obstacles and
supplies original, innovative ways of tackling them. Expert guidance
is complemented by compelling case studies and effective real-world
examples, supplying principles that can be applied to firms of any size
or capacity.

It can be said that many of those working in law firms don't fully
understand what drives their firm’s revenue and how their everyday
actions can have either a positive or negative impact. In chapter 1, Stuart
Dodds of Positive Pricing seeks to provide a strong foundation on which
to build and understand what really drives “the business of law”. Themes
covered include getting the basics right, the power of small changes, and
challenging the status quo.

Taking into consideration the growing level of complexity and sophis-
tication in the legal field, the days in which law firms operated in a profit
paradise and could afford to eschew deep financial analysis are fading
fast. In chapter 2, CEO of Advanced Financial Analytics and principal
at Edge International, Ariela Tannenbaum, provides an overview of the
methods by which firms can take a step forward and adopt a clear and
concise financial lens, unlocking the management insight necessary to
enhance performance. This insightful chapter will discuss topics such
as the practice of disciplined financial review, attorneys’ productivity
measurements, and pricing optimization.

It is not enough to simply attempt to reform the way in which a law
firm sees itself in order to boost profitability; an in-depth transformation
of its mechanics and operational practices must also be performed. In
chapter 3, Hélene Russell — author, trainer and consultant in knowledge
management — highlights why continuous process improvement is no
longer a “nice-to-have” and is in fact “table stakes” for many law firm
clients. Strategic process design and improvement is defined, along with
how it applies to law firms, and practical advice regarding where firms
can start with their own process improvement pilot.

When it comes to optimizing profitability, the model used to measure
it matters. In chapter 4, Peter Lane Secor — director of strategic pricing
and project management at Pepper Hamilton LLP — undertakes a review
of both fully loaded and cost-only profit methodologies, examining
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their pros and cons and delving into their relationship with partner-
ship acceptance and its impact. This comprehensive analysis is designed
to assist with a decision as to which method is best suited for a firm’s
culture.

Partners and firm directors and officers rely on profitability reports
to make major decisions. As highlighted by the previous chapter, a
proposed model is often subject to various criticisms, and the ability to
gain acceptance ultimately determines its validity and the ability to use
said model in those decisions. In chapter 5, Paige Keith — chief financial
officer at Hawkins Parnell Thackston & Young LLP — examines proven
tactics to design a profitability model that will stand up to cross-ex-
amination and provide a strong foundation for a successful profitability
rollout.

Companies consistently face challenges and opportunities to enhance
their business models and provide value to their customers, workforce,
and owners. Not surprisingly, law firms are no different. Chapter 6,
by Thomas W. Van Der Moere, chief financial officer at Neal, Gerber
& Eisenburg, focuses on a firm’s opportunity to scrutinize existing
and potential business using client and product profitability analysis,
shifting the focus away from billable hours and time-measured revenue
and providing the insight that will allow a firm to direct its resources to
areas where return can be maximized.

In a 2017 survey on law firm strategic planning (conducted by David J.
Parnell and Patrick J. McKenna), it was found that — despite the perceived
importance of law firm strategy and the heavy amounts of resources
devoted to its creation — only 3.2 percent of responding firms imple-
mented “almost all to all” of their strategy. While the need to develop
a firmwide strategy is embraced by most firms, putting it into action
is another matter altogether. Mobilizing boots on the ground requires
highly detailed, individualized business plans that help the individual
partner to truly understand their markets, resources, motivations, and
place in the overall map. In chapter 7, David J. Parnell — columnist and
founder and principal of True North Partner Management — will break
down the partner-level business plan into its individual components,
discuss them, and provide examples to help the reader better under-
stand how this fits into the bigger picture.

In contrast to popular opinion, Srinivas Vadali — principal management
consultant at PA Consulting — and Manish Khandelwal — IT transforma-
tion expert — state that it is insourcing, rather than outsourcing, that has
been on the rise in recent years. As organizations become more agile and
focused on their customer, insourcing enables them to re-balance their
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supply chains and keep critical skills in-house. In chapter 8, Srinivas
and Manish offer their unique perspective and discuss practical steps on
how companies can insource more services to boost profitability.

Traditionally, fee-earners have been measured on income and little
else. However, in chapter 9, Rupert Hawke — managing director at UK
firm Cartwright King — explains that it is important to understand why
employees perform well as part of the larger, firm-wide revenue-gen-
erating strategy. A detailed model targeting the intersection between
profitability and performance is delineated by Rupert, a helpful tool that
will allow managers and fee-earners alike to see in simple form where
performance is above or below expectation, why this might be, and what
can be done to tackle it.

In the current climate, law firms are frequently encouraged to utilize
innovative, technological solutions as a means of boosting profitability;
in fact, factors such as the buzz at legaltech conferences mean that intro-
ducing technologies like Al and data analytics software is now seen as
critical to a firm’s success. However, in a saturated tech market which
exists in a state of constant flux, it is often difficult for firm management
to know where and how to begin. In chapter 10, Zev J. Eigen — founder
and chief science officer of Syndio Solutions — offers his expertise as a
data scientist to supply two readily available forms of innovation, which
embrace the possibilities technology brings and provide creative and
original ways of reframing profitability.

To conclude, chapter 11 — written by Katherine Thomas, consultant
and former co-founder and director of Vario for Pinsent Masons — looks
ahead to the future and explores the ways in which alternative approaches
can support profitability and create a sustainable future for law firms.
From flexible talent management to digital delivery, from automation to
appropriate fee arrangements, Katherine looks at the opportunities that
“newlaw” thinking presents. By combining the benefits of established
law and newlaw, it is possible for firms to adapt to meet client needs
profitably and more effectively.
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