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Timely Opportunities. Its not all
retrenchment out there, as many law
firms are opening new offices in diverse
arcas. While repional midsized firms
get swveet deals inoa sour market, others
can bank on counter-cyclical practices
(like laborfemployment) to fucl geo-
graphic expansion. In most instances,
these firms are reaping the benefits
of sound long-term fiscal manage-
maznit. Bocause they were debi-free and
well-capitalized when the recession
first beran, they're now positioned
for steady growth as the bad times
drag on. .o Page 1
Reading List. OFf the making of
books, there = no end, and that cer-
tainly includes business books. Yet
randomly sampled managing part-
meers and begal consultants report that,
to the extent that they read business
books not specifically about law firms,
its mainly standard fare like Peter
Drucker and Jim Collins. At the same
time, these legal professionals are very
spocific about what they'd value in &
business book: first, a description of
leadership and how to indoce it; sec-
ond, practical guidance for delegating
responsibility. ... Pape 3

Reconciling Goals. One of the internal
contradictions (as Karl Marx wouold
phrase i) of law firm cconomics =
the seeming irreconcilability of part-
ner demands for greater profitability
with client insistence on enhanced
service. John Sterling, John Smock,
and Peter Giuliani say that the Bal-
anced Scorecard strategy directly
pddresses and resolves the conflict.
Thats not all; its 3 management
paradigm that effectively remediates
another legal industry bugaboo by

by countlss demands for their atten-
tion, especially from colleagues who
in this economy may have altogether
too much time on ther hands This
month, the Managing Partner Lead-
ership Advisory Board provides
praciical interpersonal technigues to
encourapge vital communications and
discourage interminable gripe seasions,
along with management strategies to
ensure that vour own priorities, and
those of the firm, contimie to drive

Global Suobtexts. Despite the reces-
sion, law firms are opening offices
overscas, in regions where cultural
sensitivity can drive success or fail-
ure. Maarten MNijhoff Asser and
Silvia Hodges provide guidance
dlong seven dimensions of differen-
tiation: process versus relationships;
individualfgroup orentation; direct!
indirect communications; emotional
cxpression; time; status; and talk-
ing versus listening. Its a practicum
on closing deals or, critically, even
securing office space close to gov-
ermment  institutions....... Page 13
Top-End Focus. You wouldn't think
that, in this job market, legal head-
hunters would be tuming away
business. Jonathan Lindsey, mainstay
of Major, Lindsey & Africa’s Mew
York office, docs just that, advising
wannabe lateralsto come back and sce
him after they've developed books of
business big enough to ment upward
mohility at & major law firm. While
hiz brand-name recruitment firm
diversifies in this economy to offer
legal career counseling, Lindsey has
wholly focused his own work at the

Of Counsel 700 Survey . .

Several Firms Take Advantage of the Weak
Economy and Expand to New Markets

When times are tight you batten down the
proverbial hatches, night? You hold steady.

Hunker down. Tighten your belt. Wait it out.

Or not.

Despite the layoffs of thousands of attor-
neys, partnership dissolutions, and the decline

Conititiiied ot page 2
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Berween a Rock and a Hard Place? . . .

Chients Demand Greater Value, Partners Want More Income

As law firms look toward the emeérging recov-
ery, they face a potentially significant dilemma.
The traditional structure of the legal mdustry
sets up a seemingly intractable conflict between
two key stakeholder claims on the economic for-
tunes of a law firm.

On the one hand, partners’ expectations for
solid and growing profitability are at the heart
of the battle for talent that we have witnessed
over the past decade. As talented lawyvers become
more mobile, the nesd to deliver sustainable
profitability to reétain the best people 1s critical to
continuing firm sucoess,

At the same time, clients (particularly general
counsel) see the run-up in costs—fTom starting
salanes for associates to seven-figure PPEP—as
the primary culprit behind the rapid escalation of
their own legal bills over the past few yvears,

To achieve enduring success, both sets of
stakeholders need to be satishied. Firms need o
effectively balance their own financial objectives
with the needs and expectations of their clients.
In our view, delivering exceptional value to ch-
ents iy mot at odds with earning a healthy profit
for shareholders. If a firm cannot deliver both
improved profitability over time and high value
to elients, it is doomed to lose either 1ts best (and
most mobile) people or critically important eli-
ents or both.

This apparent conflict between the interests
of shareholders and customers 15 not new. In the
late 1980s, the strategic imperative of maximiz-
ing shareholder value became widely accepted
in business management circles That led to a
genuing concern, particularly among corporate
management, that strategies designed to merely
maximize shareholder value could easily damage
lomg-term relationships with customers, erode the
value of brands, and lead to short-sighted opera-
tional responses.

Harvard professor Robert Kaplan and his
partner David Norton developed what we belisve
to be a highly effective management tool to close

the apparent gap. They called it The Balowced
Scorecard, which explicitly récognizes the need to
strike a strategic equilibrivm between the needs
of shareholders and customers. The balanced
scorecard i a management tool that enables
organizations to consistently improve on both
fronts.

We firmly believe that the balanced scorecard
will be a key tool for successful law firms as the
traditional business mode] evolves in the coming
years. This article provides an overview of how
the balanced scorecard can be used in a law firm
setting,

Basic Principles

The balanced scorscard was initially developed
in the early 19905 in response to the widespread
acceptance of shareholder value as the primary,
and sometimes the only, metric of business per-
formance It reflected a growing perception that
that metric was one-sided and that shareholders”
nesds had to be balanced with customers’ expec-
tations of value

At its core, the balanced scorecard is designed
to drive strategy implementation. It assumes
that effective vision and strategy already exist.
Bulanced scorecards connect long-range strategy
to day-to-day implementation. The management
approach is deceptively simple, involving four
fundamental dimensions:

I. Financial measures: those measures that de-
fine what shareholders (in law firms, the
partners) need and expect from the firm
financially. In some circles, the balanced
scorecard was incorrectly seen as a backlash
against shareholders. Actually, the paradigm
simply recognizes that management needs to
balance financial goals with other elements
of strategy in order to deliver superior finan-
cial resulis

2. Client measures: those measures that cap-
ture how well the organization s mesting
client expectations. Simply put, how does
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the organization appear to its clients (e.g.,
flexible, responsive, intelligent, innovative,
providing value, etc.)? Law firms have his-
torically focused inténtly on chient service, vet
do relatively little to measure client percep-
tions of that service.

3. Learning and growth (human development)
measures: measures that capture how well an
organization’s people are able to change and
improve. Ultimately, are the organization
and its workforce getting smarter? At law
firms, it means measuning whether people are
more valuable to their clients and colleagnes
as marketplace needs evolve and change

4. Internal businéss process measures: those
méasures that track improvement in the busi-
ness processss most important to strategic
suocess. At law firms, that meéans measuring
and improving processes that directly affect
client service delivery.

These fundamentals are not carved in stone for
companies or law firms. Organizations can and
do add new or different dimensions to their score-
cards that better fit their businesses and primary
strategies. However, a5 a management system,
the balanced scorecard as oniginally designed has
proven to be remarkably robust and durable.

A Law Firm Strategy

Eesearch has demonstrated two very important
conclusions regarding the balanced scorecard.

First, organizations that adopt and wse the
balanced scorecard as an integrated system not
only improve their own performance but also
out-perform organizations that do not use an
integrated scorecard.

Second, organizations that have adopted the
balanced scorecard expenence much higher lev-
els of buy-in and understanding wvis-a-vis the
organization’ vision and strategy. People under-
stand what the strategy means to them on a
day-to-day basis

However, there arg inheérent challenges associ-
ated with applying the balanced scorecard to a
law firm environment.

First and foremost, shareholders in a law
firm are not simply looking for a return on their
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investment. They are personally mvolved in the
delivery of legal services, they develop and main-
tain client relationships, and they manage and
train less experienced lawyers In other words,
shareholders in a law firm are active, not passive,
Investors,

Second, the balanced scorecard was primanly
designed with the business units of larger compa-
nies [or single-focused middle-market businesses)
in mind. The concept présupposss a coOmmon set
of products, customers, and business processes,
all focused toward the achievement of a common
vision and strategy.

At a law firm, the balaneed scorecard is there-
fore most easily applied at the practice group
level. That said, our discussion here will suggest
that law firms can maximize the benefits of bal-
anced scorecands by using the system at both
firm-wide and practice group levels in a coordi-
natéd manner.

Law firms are late to this table, but there are
very solid potential benefits for them in taking
an integrated approach to balanced scorecard
implémentation. In particular:

+ Linkages between the work of the firm as
a whole and its practices, directed toward
improved profits per partner;

+  Dramatically improved mmpleméntation of
firm-level and practice-level strategic plans;

+  Pointed improvement in performancs assoc-
ated with each dimension of the balanced
soorécard, not just in terms of client service
and internal capabilities but also in the use
and application of technology, for example,
and in improved business processes: and

*  Substantial improvement in practice group
performance where the integrated nature of
the balanced scormecard can be best leveraged
given the common clientele, service offerings,

skill base, and work processes.

However, because partners are also a sub-
stantial portion of the workforce and of the
managemeént team, the dynamics of their top-
down system present very specific obstacles.
Law firm leadership 15 often held in check by
factors that relate as much to interpersonal
relations and politics as they do to fnancial
returns. That dynamic 15 further complhicated by
the high value placed on business development.



Successful business originators uwsually enjoy a
substantial degree of autonomy, as management
genemlly cannot or does not want to dictate to
successiul rainmakers.

Among other specific barriers:

+  There is resistance to any business process
focus that smacks of an MBA onentation.
We nesd only point to the rapid demise of
the “TOM for Law Firms™ movement of the
1990k,

+  Potentially conflicting incentives are an issue.
For instance, to the extent that billable hours
réemain a fundamental dover of how law
firms are paid for their services, there’s obwi-
ous potential for conflicting incentives be-
tween clients’ desire for greater predictability
andfor efficiency and shareholders’ desire for
growing PPER

+  Pariner compensation systems are entrenched
at many firms, but the balanced scorecard
pushes firms to align compensation with the
strategy. That push imevitably meets with
Tesis tance.

+  Some things are very hard to measure at both
a macrd {firm or practice) level and/or at a
micre (action plan) level. People-onented
goals are the most difficult to measure quan-
titatively in ways that actually relate to the
firm’s qualitative goals.

+  Some firm cultures actively resist the type of
accountability associated with the balanced
scorecard. Partners and attormeys are often
accustomed to not following through on ac-
tion plans, but as long as they continue to
bring in clients and bill sufficient houwrs, there
are no sanchons,

Implementing Strategy

Let’s assume that your firm has a meaningful
strategry capable of implementation. Using the
balanced scorecard requires the firm to translate
that vision and strategy into meaningful and
measurable goals relative to profitability and cli-
ent relationships.

While we abhor PPEP as a stand-alone
performance measure, we do believe that your
firm should set a clear, unambiguous profitabil-
ity tanget as part of its overall strategic plan. As
sugpested earlier, the balanced scorecard also

requires a limited set of measurable objectives
related to client relationships. Those client goals
can range from satisfaction scores to third-party
rankings/ratings; to the depth and breadth of
relationships (eg., how many partners touch
key relationships); to the number of large rela-
tionships that the firm has {e.g., how many
%1 million relationships); or to measures of chent
diversification.

The strongest firms tend to have goals that
dovetail both financial performance and chent
melationships. For indtance, over the past 15 vears,
most general service firms (midsized and larger)
have exited the insurance defense business
because, economically, it became increasingly
incompatible with the shared financial goals of
the partners, even as those client relationships
became less compatible with the values and cul-
ture of full-service practices.

With the firm-level strategy in hand, along
with clear profitability and client relationship
goals, the firm can then directly engage its prac-
tice groups in implementation. This process
requires the practice groups and their leaders to:

+  Articulate their role; that is, how does the
practice relate to the firm’s overall business
strategy, its PPEP targets, and its client nela-
tionship goals?

+  Draw action plans, clearly delineating respon-
sibility/and accountability, related to at least
three aspects of strategy implementation:

I. What the practice will be doing to grow
and strengthen client relationships in ways
consistent with firm-wide goals;

2. How the practice will be deliverimg legal
services to improve client relationships
and financial performance; and

3. How the practice will develop its peo-
ple (and the toolsftechnology they wse)
to ensure theyre increasingly valuable to
clients.

= SBet measures related to the action plans; in
other words, meaningful guantitative and
qualitative measures to monitor progress and
hold individuals accountable.

Onee the balanced scorecards and its action
plans are operational, the effort turns to dialog
and feedback based on the balanced scorecards
at the practice group level. Depending on the
group and its role in the overall firm strategy,
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firm leaders should evaluate progress anywhere
from two to four times over the course of the
year. Those eview séssions provide opportuni-
ties for two-way dialog, keeping the practices on
track and in sync with evolving firm priotities
and providing firm management with early warn-
ing systéms Lo Askess its own core assumptions
and strategy.

Firm manapement can then make necessary
adjustments to the overall strategy and how it
guides the practices. In turnm, the practices can
incorporate those adjustments into their annual
planning by updating action plans, priorities, and
related scorecards.

Real World Scenarios

A few case studies can illustrate the power of
the balanced scorecard as an mplemeéntation/

management tool.

L'S-Based Global Law Firm

This firm began linking its strategy to practice-
leviel imitintives several years ago. Upon adoption
of its most recent strategic plan in 2007, the firm
took an integrated approach to implementation,
ome that explicitly focused both on strengtheéning
client relationships and improving financial per-
formance. At the desktop level, individual firm
lawyers were given real-time information and
tools that enabled them to:

+  Manage day-to-day staffing decisions on
client matters so that the right people were
doing the right work at the right time (across
a global firm with mone than 1,100 lawyers);

+«  Manage fundamental business practices to
ensure that tme was recorded accurately:
imvoices reflected client expectations as to
value; and receivables were collected in a
timely mannér; and

+  Make well-informed decisions on pricing,
both for responses to reguests for proposals
as well as for more innovative pricing approa-
ches at the client- and matter-specific level.

As a result, the firm, through its most recently
completed fscal year, has made measurable
mmprovement in overall growth, client rela-
tionships, legal expertise, quality peopls, and
financial strength. At the day-to-day level, it s
meeting or exceeding the short-term targets set
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by its practice groups (e.g., bill speed, staffing
efficiency, ete.).

At the macro level, the firm has expenenced
significant levels of growth on three continents,

Leading Asia-Facific Law Firm

This firm focuses on advising major corpora-
tions and financial institutions in Australia and
Asia, The firm%s 1,000-plus lawyers are spread
across offices in Australia’s main business centers
and Hong Kong, Beijing, Shanghai, and London.

Im 2005-2006, the firm revisited its vision, strat-
epy, and objectives. As a relationship-oriented
firm, a key objective was to return to the top
of the BEW Clent Service Awards as well as
perform well on othér prominent third-party
client-service and client-satisfaction rankings

To that end, benchmarking data was devel-
oped to identify areas where the firm, its practice
groups, and its individual lawyers could improve.
Thas data pointed to a number of such areas,
one of which was better client telephone access
to lawyers. 5o the firm adjusted phone proto-
cols and developed telephone technology for
eénhanced responsivensss,

This technology eénabled the firm to draw
together a diverse range of data sources to ideén-
tify who was available and who was not when a
client was on the phone. For instance, the tool
can gather data in real time from the firm%
phone system (ie, who s physically on the
phone); Cutlook calendars (who 15 scheduled as
committed); the human resource database (who
is scheduled for vacation); and messenger status
(who is logged on at their desk ).

The firm ako had a robust Client Relationship
Management (CRM) tool in  operation.
Connecting that tool to the telephone technology
solution eénabled receptionists to immediately
identify the logical candidates to take client calls.
Likewise, the CRM and practice management
tools could guickly bring lawyers on the call up
to spead on the particular matter.

Through the first quarter of 2009, the firm
logged 10,000 fewer woice mail messages per
month, a dramatic reduction. Meanwhile, the
new telephone technologyftool logs more than
| million uses per year on a continuing basis



The firm also engaged a number of parmallel
action plans, all similarly integrated to improve
business processes, enhance human capabilities,
and provide helpful tools to mprove effective-
ness and productivity.

The net impact of all these inibatives was that
the firm achieved its defining gpoal, returning
to the top postion i the BRW Chent Service
Awards for 2009,

Regional Southeast-Based Firm

A successful regional firm based in the South-
cast has wsed systematic chent feedback as a sournce
of ongoing measurement to ensure that the firm
and its practice groups are on track to meet itsclient
relationship goals The firm most recently revisited
its strategic plan in 2005. As a result, a number of
primary goals and strategies wene refined, building
on the firm’s strengths and opportunities. These
incleded: building and strengthening multidisc-
plinary chent teams (to help chents achieve their
broader goals); fostering a culture of teamwork
and innovation; and becoming a driving foree for
economic growth in the regon.

At a time when most firms in this market are
struggling, this firm enjoys financial strength and
unparalleled clhient loyalty. Partner profits have
dramatically increased and the firm continues
to both act on and test its strategy, using client
feedback every step of the way.

Closing Advice

There is real nsk that the balanced scorecard
will become an end in itself, as well as the latest

winner of Buzzword Bingo. In truth, it should
be an extremely pragmatic tool, enabling prac-
tice groups to clearly and simply articulate
how they fit into the overall strategy of their
firms.

By so doing, they can engage everyone in the
practice to mmprove those processes that have
the biggest impact on profitability and client
satisfaction. It also enables practice leadership to
dentify where it needs to invest in human capital
and organizational capabilities.

Having done this type of work on both the
commercial and law firm sides of our practice,
we are comfortable with the simplicity of the
balanced scorecard process and its tools The
balanced scorecard is proven, effective, easy to
use, and, mportantly, it connects everyone to the
overall guiding strategy in a way that is genuine
and meaningful.

Law firms have no need to consider them-
selves “betwesn a rock and a hard place” On
the contrary, the best firms can and will balance
improving financial performance with growing
supenor client relationshaps. W

—dJohn Stering, John Smock, and
Peter Giuliani

John Sterling, John Smock, and Peter Giuliani are
the principals of SmockSterling Strategic Man-
agement Consuitants, which works with law firms
of all sizes on strategy development and implemen-
tation. Reach them af, respectively, 15terlingm
Smocksterling.com; JSmock{@Smocksterling.
com; and PGiulianifSmocksterling. com.
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