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Wishes for Canadian Law Firms in 2020

While counterintuitive and not said as a
business development promo, my hope
for law firms in 2020 is that you make
mistakes. Neil Gaiman said, "if you are
making mistakes, then you are making
new things, trying new things, learning,
living, pushing yourself, changing
yourself, changing your world. You're
doing things you've never done before,
and more importantly, you're doing
something".

If your firm is to be successful in 2020 and beyond, there
are challenges your firm needs to change how they approach them. What are these challenges
you might ask? There is a commonality in the challenges faced by firms, but because there are
no "cookie-cutter" solutions (beware of anyone pitching you that there is), the priority will
vary from firm to firm. The challenges are not in any particular order.

Gender Diversity Issue is A Firm Issue, not a Women's Issue

Pictures say more than words can. The following two charts hopefully convey the importance
and magnitude of the challenge.

Chart 1 - Source Catalyst – Women in Law: Quick Take - October 2018

Region Percentage Women Percentage Men

British Columbia 49.3% 50.7%

New Brunswick 56.2% 43.8%

Newfoundland and Labrador 55.2% 44.8%

Nova Scotia 52.7% 47.3%

Ontario 51.9% 48.1%

Barreau du Québec 63.2% 36.8%

Chambre des Notaires du
Québec

73.9% 26.1%
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Chart 2 - Source - McKinsey & Company - Women in law firms - October 2017

(Click image for larger version.)

Total % of women and men per level in race and gender pipeline may not sum to overall pipeline totals, as the race pipeline only
includes firms that were able to supply race data. Due to rounding, representation by race may sum to 101 within some levels.

In case you think this is a temporary situation, below is the enrolment profile for University of
Toronto Law School's first-year classes over a 5-year period:

2019-20  2018-19 2017-18  2016-17 2015-16 Identity

58% 57% 53% 45% 48% Female

41% 42% 46% 54% 52% Male

A law firm's short-term profitability is driven in part by the quality of the lawyers it attracts. A
law firm's long-term profitability is driven in large part by the quality of the lawyers it retains.

It is not a stretch to anticipate that this higher percentage results in a higher percentage of
the best and brightest being female. So, what is your firm doing to protect its long-term
profitability?

Productivity Disruptors

Several major legal industry reports in 2018 and 2019 have indicated a flattening of the
billable hours docketed. One of the most recent ones (the US of course) indicated an average
of 120 hours a month, a 15 – 20 hour a month decline over the last ten years or so. This
decline is in the face of increased costs (salaries and technology), and the flattening rate
increases causing a direct squeeze on the income available to partners.

Some firms have opted to blame it on millennials and a lack of “fire in the belly” or
“commitment” and so on. However, some other explanations your firm should explore before
opting for laying the blame at the “feet of a generational issue” includes:

Overcapacity – firms kept hiring incredible young lawyers without regard to if there was
enough work;
Hoarding of work – partners holding onto work due to compensation issues or fear of
sufficient work to keep them busy;
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Social media – Twitter, Facebook, Linked In, Instagram, etc. are time wasters;
Email – lack of discipline of when and how lawyers deal with email;
Collegiality – underemployed lawyers distracting others with non-productive
conversations;
Quality of files – the work available is seen to be under the lawyer's experience level
and therefore hard;
Less time in the office – (aka work-life balance) limits accessibility to handle work when
it arises; and
Realization – hours being written down both at the time of input and billing due to
“fears” of client reactions (whether real or perceived).

Debt Adversity

Growth in partners' capital has caused an imbalance in debt to equity ratios. And you might
ask, how is this a bad thing? Several developments are converting what was seen by some
(clearly your bankers) as a positive to a negative including:

The Canadian bar is greying, and partners are looking to retire. Capital accounts, whose
growth has been left unchecked, are so large that remaining partners struggle to pay
them out. Because often the partners retiring are responsible for large books of business
banks are now reluctant to loan the funds required;
Young partners invited to become equity partners are looking at amounts to buy in that
proportionately are out of reach even with friendly bankers (has the makings of a “catch
22” situation); and
Firms are not paying interest on partners' capital accounts. Disproportionate accounts
result in disproportionate interest-free loans to firms. To say nothing of the poor fiscal
personal financial management of having large sums of money earning no return.

One prudent approach to avoid such a problem is to pick a certain date when the repayment
of the capital account begins. It should be while the partner is still active, and it is over an
extended time frame (e.g., start in their late '50s, over an 8 – 10-year period.

To create a sense of fairness for disproportionate partner capital accounts, interest at the
same rate that the firm borrows at should be paid on the permanent capital account.
Â Permanent capital is the monies that Partners invest in the partnership permanently until
they leave the partnership versus temporary capital - this is the amount of a partner's undrawn
share of their share of the partnership's income and is normally just a temporary situation).

Find Effective Compromise with the Millennials' Perspective

With both acknowledged and unacknowledged change (the “ostrich factor”) that is going on in
the legal profession, it is amazing (and perhaps decidedly sad) that Millennials are just the
next generation of lawyers to raise the same concerns or issues. Perhaps Crystal Kadakia
captured it best in her book The Millennial Myth: Transforming Misunderstanding Into
Workplace Breakthroughs:

"It's not an exaggeration to say that different generations may see
the same behaviors or dynamics in the workplace and perceive
completely different things, whether positive or negative.”4

The real difference is not as much as in the firm's handling of the concerns but rather in the
Millennials' lower tolerance to accept non-responsiveness to these concerns. There is a clear
indication that "risk aversion" has been redefined for Millennial lawyers. In effect, the
likelihood of becoming a partner has changed so much so that the risk of losing "marketability"
is greater. Therefore, in-attentiveness to their concerns results in a demonstrated willingness
to change firms or careers.

Hopefully, I need not remind firms of their “real financial investment” in this generation of
lawyers and the absolute lack of return when they leave or are driven out. Such departures
also have a direct impact on the ability to pay out retiring partners' capital accounts.
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ACCOUNTABILITY 
is the glue that ties 

COMMITMENT 
to RESULTS.

Dr. Larry Richard has done extensive research into the self-rationalization of lawyers. He
identified the four needs of Millennial lawyers that must be addressed to maximize the
leverage of them by firms:

1. Provide autonomy to associates - give them choices, discretion, even in small ways;
2. Foster ways to provide them with an experience that gives them meaning and purpose in

their work;
3. Increase their opportunities for social connection, particularly in the following three

areas:
a. feeling included;
b. opportunity to collaborate;
c. opportunity to form friendships at work; and

4. Pay attention to the continual development of their mastery of a skill-set that helps
them to become increasingly competent lawyers.

Implementing these simple needs has been more difficult than one should expect, but to not
do so jeopardizes a firm's long-term success.

Demand accountability 
Law firms have a low accountability culture. This lack of accountability is across the board and
applies to all aspects of law firms, including:

Financial policies such as time entry; billing;
collections; etc.;
Respect;
Firm mindedness;
Business development;
Work quality;
Training;
Succession;
Client service;

The lack of accountability stems from the “cult of the individual.” Be that as it may, I would
boil it down to the “exception is the rule” culture – which permeates many a firm. 

But, without accountability, there can be no execution, and without execution, firms are just
treading “water,” and we know what eventually will happen.

The Paradox of Growth for Law Firms

On the one hand, law firms say they want to grow their revenue yet seem to have trouble
finding business.

On the other hand, clients continue to struggle, finding help with their legal problems.

Why hasn't the normal laws of supply and demand addressed this paradox – poor client service.

With occasional small variations, the following findings are consistently identified in studies of
clients of what they are looking for in client service from their lawyer/law firm.

Chart 3 - Source - Clio - Legal Trends Report - 2019

(Click image for larger version.)
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The gap between what clients want and what they get is embarrassing and a direct factor in
the continuation of the paradox.

CLIO conducted one of the more recent studies. Their study assessed the client services
provided by 1,000 randomly selected law firms in the United States. In addition to emailing
the 1,000 firms, they phoned 500 of these firms. They tailored their outreach to correspond
with the type of law practiced by each firm, across five different issue types:

1. Family (child custody)
2. Criminal (domestic abuse charge)
3. Bankruptcy (debt elimination)
4. Employment (racial discrimination)
5. Business (incorporation)

There were three simple qualifications to be a law firm included in the study:

1. An active web presence (such as a live website, a social page with activity in the three
months before the study, or an active directory page);

2. A publicly available email and phone number; and
3. The information available that indicated they handle legal issues related to the ones

used.

Response to Email Inquiries:

# of Firms
Evaluation Criteria

2 Excellent Responded within 24 hours
Professional and courteous
Clear and easy to understand
All questions answered regarding the
matter and the lawyer's ability to help
Detailed information on what to expect
from the process and next steps
Detailed information on consultations and
overall rates and cost

20 Good Responded in 24 hours
Not confusing
At least half the questions answered
regarding the matter and the lawyer's

http://www.appliedstrategies.ca/images/client-importance.jpg
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ability to help
Some information what to expect from
the process and next steps
Some information on consultations and
overall rates and costs

93 Adequate Responded in 24 hours
Not confusing
At least one question answered regarding
the matter and the lawyer's ability to help
Minimal information on either
consultations or overall rates or costs

284 Unsatisfactory Did not meet the criteria for an adequate
response

They also did a similar telephone test of law firms, and of the 279 respondings, over 60% of
them did not meet the criteria for more than half of the performance drivers (including simply
returning the call).

If you want to grow your firm, make sure your talk matches your walk – because what people
are saying about you is critical as referrals (friends, lawyer, and non-legal professionals) are
still, by some distance, the number one way clients select lawyers.

The Other Succession Planning

Ineffective client/practice transition planning has caused the collapse of some law firms.
However, many more have collapsed due to a lack of firm management transition planning
(this includes key administrative/operational positions).

The eight steps of a management transition framework include:

1. Identify Goals: Identify specific goals for the succession planning effort;
2. Define Competencies: (knowledge, skills, abilities, and personal characteristics) that

are essential for the role(s) targeted for the succession planning effort. Competencies
can be functional (technical expertise) or leadership-based;

3. Identify Candidates: For succession planning effort, based upon the results of the
competency review;

4. Assess Candidate Performance and Potential: Often referred to as a “talent review,”
this is where Management Committee / Managing Partner review candidates'
performance on assigned tasks so that they can uncover potential, such as learning
agility, adaptability, etc.;

5. Accelerate Development: Based upon a gap assessment for each candidate, work with
the candidates to create individual development plans that address the gaps they have
in knowledge, skills, or experience. Individual development plans can include
mentoring, coaching, intentional networking, formal development programs, education
courses or degree completion, stretch assignments, mobility assignments, and
institution or system service opportunities;

6. Build a Support System: Work to create good communication systems and processes for
the transition planning effort;

7. Evaluate Succession Program: Based upon the measurable goals and objectives set for
the transition planning effort, evaluate results and refine the program as needed; and

8. Commit to the Completed Management Transition Plan: By formally communicating
the plan throughout the partnership. For your leadership development program, you
should promote its implementation as a facet of your management transition plan to
increase loyalty and morale among upwardly mobile lawyers.

Conclusion
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Again, I could attempt to develop something clever and on target, but Denis Waitley captures
what the mantra should be for law firms in 2020 and beyond.

"Life is inherently risky. There is only one big risk you should avoid
at all costs, and that is the risk of doing nothing."

Stephen Mabey is a CPA, CA and the Managing Director of Applied Strategies, Inc. Stephen's
focus is on law firms in general and on small to medium size law firms in particular. He has
written about and advised on, a wide range of issues including - leadership, business
development, marketing, key performance indicators, strategic planning, mergers, practice
acquisitions, competitive intelligence, finance, mergers, practice transitioning,
compensation, organizational structures, succession and transition planning, partnership
arrangements and firm retreats. In 2013, Stephen was inducted as a Fellow of the College of
Law Practice Management in recognition of his sustained commitment to the highest
standards of professionalism in law practice management. For more information, visit
appliedstrategies.ca or connect with Stephen Mabey on LinkedIn.
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