THE LAW FIRM OF THE FUTURE

The Rise of the Law Firm C-Suite: Importance
of Data in Law Firm Management

July 20, 2023

by
Julie Boehme
Chief Operating Officer, Bernstein Shur

Rebecca Goodman-Stephens
Chief Executive Officer, Moses Singer LLP

David Schaefer
Managing Director, Calibrate

Uri Gutfreund
SVP and Managing Principal, Ames & Gough

ADVANCING THE BUSINESS OF LAW

John Remsen, Jr.
President, TheRemsenGroup

®
£
-
.
o
LL
o
Q
c
=
©
Q.
(@))
£
(@)
C
c
©
S

POWERED BY

MPF WEBINAR TheRemsenCroup

TheRemsenGroup.com




MPF Webinar Series: The Law Firm of the Future

ﬁlging Partner Forum®

ADVANCING THE BUSINESS OF LAW

July 19, 2023 — 2:00-3:00pm ET

TheRemsenGroup

The MPF Webinar Series: Building the Law Firm of the Future

The Rise of the Law Firm C-Suite: Importance of Data in Law Firm Management
An MPF Webinar with Julie Boehme, Rebecca Goodman-Stephens, and David Schaefer

A
A

AMES & GOUGH

ﬂ;aging Partner Forum®

ADVANCING THE BUSINESS OF LAW

TheRemsenGroup

Uri Gutfreund

Senior Vice President and Managing Principal, Ames & Gough

John Remsen, Jr.

President and CEO, Managing Partner Forum
President, TheRemsenGroup

A
A

AMES & GOUGH

© 2023, TheRemsenGroup




MPF Webinar Series: The Law Firm of the Future

mging Partner Forum®

ADVANCING THE BUSINESS OF LAW

Upcoming Programs in 2023

* MPF Webinar Series — Third Wednesdays @ 2pm ET
* The MPF Fall Symposium — October 5, 2023, in Chicago
» The MPF Weekly — Friday mornings

« MPF Website — www.ManagingPartnerForum.org
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Today’s Webinar

* The Rise of the Law Firm C-Suite: Importance of Data in Law Firm Management
* 145 Managing Partners and Law Firm Leaders

» Registrant Survey Results and Audience Polling Questions

* Recording and Handout Materials

» Your Feedback on Today’s Session
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AUDIENCE POLLING QUESTION #1

How many lawyers are with your firm?

1.92% lLess than 10 lawyers

7.69% -25 lawyers

26.92%
A
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REGISTRANT QUESTION #1
List the top two “pain points” your firm is currently experiencing?
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How old is your firm’s current strategic plan?

34%

29%
21% '

Smart Strateges for the Forward Thinking Law Firm

8% 8%
r r
No plan < 3 years 3-5 years > 5 years Not sure
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AUDIENCE POLLING QUESTION #2

Does your firm use metrics or KPlIs in connection
with the goals or objectives of its strategic plan?

3.85% l)on't know
13.46% -ve a strategic plan
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REGISTRANT QUESTION #2
To what degree has your firm embraced the use of data
in driving decisions involving partner compensation? (4 is highest)

37%

29% 29%

6%
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REGISTRANT QUESTION #3

To what degree has your firm embraced the use of data
in driving decisions outside of parther compensation? (4 is highest)

49%

22% 19%
1%

A
TheRemsenGrouo 44

AMES & GOUGH

© 2023, TheRemsenGroup



MPF Webinar Series: The Law Firm of the Future

ngng Partner Forum®

ADVANCING THE BUSINESS OF LAW

AUDIENCE POLLING QUESTION #3

Does your firm use metrics and KPIs
to determine the profitability of clients and practices?

[
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AUDIENCE POLLING QUESTION #4

To the extent your firm uses metrics and KPls,
how frequently is the data made available to those affected by it?

10.71% -on-llne

7.14% -arterly

7.14% .1ua"y

3.57% lﬁther A
TheRemsenGoup 4

Smart Strategies for the Forward Thinking Law Firm AMES & GOUGH

mging Partner Forum®

ADVANCING THE BUSINESS OF LAW

AUDIENCE POLLING QUESTION #5

Does your firm employ a data analyst?
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AUDIENCE POLLING QUESTION #6

Does your firm employ a pricing analyst?

3.45% l~lot sure
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The MPF 2023
Law Firm Leadership Survey
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Key Performance Indicators (KPls) Your Firm Monitors

Billable Hours
Collections

Accounts Receivable
Origination Credit
Work in Process
Utilization/Realization

Client Satisfaction

0% 20% 40% 60% 80% 100%

TheRemsenGroup

Employee Satisfaction

© 2023, TheRemsenGroup 13



MPF Webinar Series: The Law Firm of the Future

The MPF 2023
Law Firm Leadership Survey

Managing Partner Forum®

RESU LTS ) ADVANCING THE BUSINESS OF LAW

i

Decisions Based on Profitability Considerations

compensation |GG
Recruiting and Hiring —
Practice Area Growth —
Marketing Investment _
Targeting New Industries —
Technology Acquisition —
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Billable Hour Expectation — Associates

35%
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Reconnect | Reenergize | Refocus
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What performance reports are shared with Associate
Attorneys (Select all that apply.)

Personal numbers
Other associates
Limited Firm data

All Firm data

0% 10% 20% 30% 40% 50%
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Are the criteria to become a Firm Owner clearly

articulated to all lawyers (or non-lawyers) in the firm?

Very clear

Somewhat clear

Somewhat murky

Very murky

Today’s Guests
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Important Reminders

» Your Feedback on Today’s Session

* On-Demand Recording and Handout Materials

* Next MPF Webinar — Al/ChatGPT — August 16, 2023
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Julie Boehme — 207.228.7220 — jboehme@bernsteinshur.com

Rebecca Goodman-Stephens — 212.554.7643 — rgoodman-stephens@mosessinger.com
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Develops a Strategic Plan?

By John Remsen, Jr.

Today’s law firm can either take charge of its future or
sit on the sidelines watching the marketplace change
around it.

In corporate America, virtually every successful com-
pany has a strategic plan guiding its future. Banks won’t
lend money without one. Shareholders and venture cap-
italists demand them. It gives an organization a compet-
itive advantage.

Ask just about any managing partner or firm admin-
istrator whether his or her law firm should have a stra-
tegic plan and almost all of them would say “yes.” After
all, without institutional direction, the law firm is little
more than a collection of sole practitioners sharing office
space...or a “hotel for lawyers,” as our friend Bill Flan-
nery likes to say. Yet, according to a recent survey, fewer
than 5 percent of the law firms in the United States have
such a plan in place.

Why then, do so few law firms have a strategic plan?
And what does it take for a law firm to develop and
implement one?

What Is a Strategic Plan?
In short, strategic planning is a process, the result of
which is a written document that sets forth where an or-
ganization wants to go and how it will get there. Many
experienced law firm marketers suggest that a law firm’s
strategic plan should consider a five-year horizon. It
should, among other things, state how big the firm will be,
where it will have office locations, what its major practice
areas will be, and what its client base will look like.

Once the firm’s partners reach consensus on these big-
picture issues, the firm can develop its three-year goals
and objectives and then determine the strategies and
tactics to achieve them. Strategies and tactics are more
short-term in nature. They should be specific, measur-
able and achievable within a year.

If strategic planning is so important, why do so few
law firms have a plan? The reasons vary, but the follow-
ing obstacles are most common.

Denial that it’s no longer business as usual

Despite everything one reads in The National Law Jour-
nal, The American Lawyer and just about every other
publication on the legal industry, there is a continuing
denial among many attorneys that the business of law-
yering has fundamentally changed. Times are good right
now and, generally, firms are doing quite well. However,
it is the firms that long ago recognized the value of plan-
ning that are emerging as the new leaders in the global
marketplace for legal services.

Focus on the short term

Strategic planning looks at the future, while most law
firms have a very short-term view of the world. Com-
pensation systems often reward today’s billable hour,
with little reward for non-billable time invested in the
firm’s future. That’s very dangerous—shortsighted, to
say the least.

Law firms need to measure and reward those activi-
ties—firm governance, associate mentoring and train-
ing, and business development—that are necessary to
insure the firm’s long-term prosperity.

Difficulty Establishing Consensus among Partners
No doubt, lawyers like their autonomy and tend to resist
institutionalization. Many firms like to refer to them-
selves (with pride) as very democratic institutions. They
operate very much like a collection of sole practitioners
sharing office space. They want to be left alone. On top
of that, there are often very different philosophies among
the firm’s owners about the future of the firm. So it’s eas-
ier not to talk about it.

Certainly, getting everyone to buy-in to a specific plan
is challenging. There is a tendency among lawyers and
law firms to want to be “all things to all people.” In this
type of culture, lawyers often resist any plan to move in
a particular strategic direction and toward a more insti-
tutional way of thinking.

Lack of leadership

m John Remsen, Jr. is the principal of The Remsen Group, a marketing consulting
firm that works exclusively with law firms. He is the past president of the South-
eastern chapter of the Legal Marketing Association and served on its national
board of directors. He can be reached at jremsen@theremsengroup.com.

Inevitably, the strategic planning process leads to change.
And change requires leadership. Often, firm leadership
is simply not willing to make the tough (and not always
popular) decisions necessary to make the firm a stronger,

© 2007 DRI. All rights reserved. For The Defense = April 2007 = 65
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more profitable institution in the long run.
Managing partners and executive com-
mittees must realize that they can’t please
everybody.

Failure to implement

There are many firms that have made a
half-hearted attempt at strategy planning
and, for one reason or another, it has failed.
The reasons are many and varied. Nobody
seems to have the time to get things done.
The plan exists, but it collects dust on a cor-
ner shelf. Inadequate resources were allo-
cated to achieve the goals set forth in the
plan. Or there was a lack of leadership. Or
the plan was too ambitious. Or there was no
accountability. And so on and so on.

The common refrain is, “We tried that,
but it didn’t work here.” Chances are, the
firm went through the motions, but there
was never a genuine commitment to make
implementation a priority. Without imple-
mentation, the planning process can be a
frustrating waste of time, effort and money.

Keys to Successful Strategic Planning
Now that we’ve discussed why so many
firms have not gotten around to develop-
ing a real strategic plan, let’s examine the
keys to making it happen.

Establish a sense of urgency

A sufficient number of lawyers in the firm
must believe that it is no longer business as
usual and that strategic direction is neces-
sary if the firm is to survive and prosper in
the years ahead. They must instill and con-
stantly reinforce a sense of urgency that
change is necessary.

Commitment from firm leadership
Firmleadership (or atleasta critical majority)
must have a genuine commitment to develop
and implement a strategic plan. Without
strong leadership and passionate commit-
ment, it is still “business as usual,” despite
the rhetoric. Under these circumstances, the
firm’s efforts are doomed to failure.

Involve all partners in the process
At the end of the day, the owners of the
firm must buy into and support the plan.

66 = For The Defense = April 2007

By involving each of them in the process
through a series of one-on-one meetings
and/or in a group brainstorming session,
each partner will feel a part of the planning
process. The likelihood of success jumps
dramatically.

Associates and staff must also buy into
the future of the firm. Special programs
that enlist their support will add to the
plan’s successful implementation.

Keep the plan simple and focused

If the firm is developing its first strate-
gic plan, it should keep the plan simple
and focused. Most firms try to take on too
much, too fast and wind up accomplishing
little. With a realistic plan and by starting
slowly, the firm is able to maintain its focus
on the most important projects. The firm
can always add to the plan later. A law firm
is wise to start slow, publicize success and
grow from there.

Create a plan that lives and breathes

Once a strategic plan is adopted, it does
no good to set it aside, never to be looked
at until the following year, if at all. The
plan should a flexible and dynamic instru-
ment. Its principles should be incorpo-
rated into the firm’s day-to-day operations.
Firm leadership should communicate the
goals and objectives of the plan often and
in a variety of ways throughout the firm.
Make sure everybody has a copy. Review
it at internal meetings. Update it often. All
important decisions should be considered
in the context of the plan. If the firm makes
decisions contrary to what is contained in
the plan, it needs a new plan.

Establish accountability

Nothing happens without accountability.
For most firms, this is best accomplished at
monthly meetings of small groups (5-6 in-
dividuals) of attorneys, often organized by
practice group. There mustbe a strong group
leader and meetings should have an agenda
and meeting notes. Assignments must be
made and progress must be monitored.

Measure and reward desired behavior
Simply stated, the firm needs to measure

and reward desired behavior. If the firm
wants its partners to spend time train-
ing younger associates, the investment of
non-billable time in the firm’s future must
be measured and rewarded. If the firm
determines that business development is
important, it should reward it through rec-
ognition, origination credit, and/or by mea-
suring and rewarding effort. Otherwise,
behavior changes will not occur. Without
incentives (or disincentives), it’s business
as usual and there is little change.

Does everybody have a role to play?

There is no right or wrong answer here, but
the firm must determine up frontifall ofits
attorneys have a role to play when it comes
to investing in the firm’s future. If so, what
is the role of each attorney? What about
associates? Is it the same for everybody or
do we ask different attorneys to take on dif-
ferent responsibilities?

Making it happen

The strategic plan is not an end, in and of
itself. It is a process through which a law
firm contemplates its future and deter-
mines how it will allocate resources to take
it where it wants to go.

Without implementation, a strategic
plan is worthless. Planning should never
replace and distract from the doing part
of the equation. Implementation must be
given the highest priority.

Conclusion

Many sole practitioners and attorneys at
smaller firms seem to think that strategic
planning is for larger firms. However, any
firm with an eye toward the future can ben-
efit from the process. Planning can help a
firm develop consensus on key big-picture
issues, promote internal communication
within the firm, inspire attorneys to get
out and do things they wouldn’t otherwise
do, and help the firm allocate its resources
more effectively.

With leadership, commitment and a
good strategic plan, any firm can develop
a profitable practice working with clients it
enjoys and in the areas of law if finds most
appealing. FD
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Chapter 10:
The chief operating officer
and the use of data in law
firm management

By David S. Schaefer; managing director, Calibrate Consulting, Inc.

Maintaining competitive advantage in a digital market

In the business world today, it is axiomatic that data is essential to strategic
planning and implementation, as well as making decisions on a whole host
of operations. The legal industry is just starting to catch up. Lawyers and
law firms have always used data in both the practice of and business of law,
but until the last ten to 15 years, the use of data in the business of a law
firm has largely been limited to billing and collection, realization of worked
and billed time, and some very basic metrics and key performance indica-
tors (KPIs) regarding revenue and profitability. In that sense, the legal
industry has been very slow compared to most other industries in using
data in support of strategic planning and business operations. However, a
number of changes over the last decade and a half have resulted in the
necessity of greater use of data to run a competitive and successful law firm.

Arguably, the most significant change during the past decade is the
number of business professionals that have entered the legal industry. Rela-
tively recently, law firms have hired chief operating officers (COOs) with
experience and expertise gained from outside the legal industry who are,
increasingly, receiving a mandate to manage all business operations, to be
active participants in the development and implementation of strategy and,
in some cases, to leverage best-in-class business concepts to the practice of
law.

The other significant change during this period, and continuing, is that
law firms are adopting digital technologies to manage data. When data is
in a digital format, it becomes easier to track, access, and retrieve. Such
availability enables those managing the business of law and the practice of
law to identify and analyze the data to gain insights and make better deci-
sions. However, having such availability does not necessarily mean that
those managers will know how to use the data to gain the insights and
make better decisions based on it. This know-how needs to be learned and
there needs to be a reason to want to learn it.
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A lot has been written recently about the dichotomy in law firms
between the practice of law and the business of law.! In this scenario, the
COQO is primarily responsible for all the overall operations of the firm in
support of the practice of law, as well as the firm. The COO also works with
firm leadership in developing business planning and budgeting and, in
many firms, a strategic plan. Obviously, the lawyers are responsible for the
practice of law. However, to the extent the firm has embraced practice
management, including strategic and business planning, for their legal prac-
tices, the COO generally has little direct involvement and oversight. There
are several reasons for this, and change is likely to come slowly.

Most lawyers still believe that the legal industry is fundamentally different
to any other industry. Among other reasons for this belief is that, for the
most part, the legal industry has thrived over the last 50-60 years with rela-
tively few bumps in the road compared to many other industries which
have undergone transformative changes in just the last 20 years. Therefore,
the proposition that law firms have to change their approach to managing
their business in order to continue to prosper has been slow to gain trac-
tion. To better understand how the COO can leverage data and the
corresponding analytics today, and where law firms should be going, it
would be helpful to trace in broad strokes the evolution of the use of data
and data analytics in law firms over the last several decades.

A focus on data in the legal industry essentially began when The American
Lawyer started ranking the top 100 firms based on revenue, followed by the
ranking of the second 100 firms. At this time, strategic planning basically
consisted of increasing revenue and realization, while controlling costs, so
that profitability would increase. The impact of publishing these rankings
is that law firms started to be more introspective about the drivers of
increasing revenue and profitability, improving operational efficiency,
obtaining a return on investment in marketing and business development,
and improving the customer experience. Hence the rise of COOs and other
sophisticated talent in areas such as marketing and business development,
finance, and technology. In addition, since rankings began publishing annu-
ally, the cost of legal advice increased every year and usually by considerably
more than the rate of inflation. The increases in legal costs were driven
largely by annual increases in billing rates, the globalization of business,
and ever-increasing regulations. As a result, clients started to take notice
and it became commonplace to hear commentators, as well as clients,
declare that law firms are going to have to transform to be more like other
businesses.? This tipping point was achieved because lawyers had priced
themselves into the market, meaning that, up until that time, legal fees were
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anegligible expense for most companies. But this trend of growing costs is
only increasing which, in turn, will result in clients scrutinizing bills more
carefully and assessing whether they are getting good value from their law
firms.

The COQ is the person best positioned to create a data-driven environ-
ment in a law firm, but also to develop policies for the creation, use, and
dissemination of KPIs and the related reports. The policies are important
so that the COO’s direct reports can propose to the COO the KPIs and
reports that will be meaningful to their respective functions, as well as to
the COO and firm leadership. This is not to suggest that the COO should
be directly responsible for initially developing the KPIs and the reporting.
Rather, the COO should ensure that the direct reports are sufficiently
familiar with the firm’s strategic plan, if applicable, any business goals of
their respective departments, and have access to the relevant data. Ulti-
mately, however, the COO likely is the person ultimately responsible for
effective KPIs and reporting so that they can be rolled up and utilized in
developing the firm’s strategic plan, annual business plan, and budget.

Using KPIs to track progress against strategic or business plans — to
improve efficiency in operations and to look for trends — is imperative for
today’s law firms. Like with most things, too much of a good thing can
become bad. The driver for using KPIs is the well-known adage that you
can’t manage what you don’t measure. With so much more data readily
available because of the digitization of data, there is a tendency to want to
measure everything and create a KPI for it. The theory behind that approach
is that once all the KPIs have been developed they will reveal the important
take-aways. The better approach is to be intentional and disciplined in your
measurement and reporting.

The power of KPIs for law firms

First, KPIs are measuring specific outcomes, not aspirational goals.
“Increasing revenue this year” is not a KPL. “Increasing revenue in our trans-
actional practice by ten percent this year” is a specific outcome that is both
measurable and manageable.

KPIs can and should cover financial and non-financial aspects of both
the business of law and the practice of law. In developing policies for the
creation, use, and dissemination of KPIs, the COO should also consider
the culture of the firm, the strategy of the firm, the business plans for prac-
tice groups, and the type of billing structures used in the firm.

KPIs are useful and arguably essential to preparing the narratives neces-
sary for the recipients to convey how the firm or a department is
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performing. KPIs are also useful in conveying the firm’s vision and strate-
gies. The audiences can be as varied as the partners, the firm as a whole,
prospects for both the business of law and the practice of law, and possibly
clients and prospective clients.

The starting point for choosing which performance indicators are key
depends on the audience.

® For the senior leadership of the law firm, the KPIs should be those
that senior leadership uses to manage the firm, both strategically and
tactically (such as its annual business plan or budget).

® For practice group leaders, the KPIs should be those that the leaders
use to measure whether the practice group is meeting its annual busi-
ness plan goals.

® Tor the heads of the business departments (e.g., HR and marketing),
the KPIs should be those that the heads of the department use to
achieve operational excellence or otherwise to support the strategic
goals of the firm or the individual practice groups.

KPIs must relate to what you are trying to achieve in your business overall.
While they may be related to a specific function like HR or marketing, every
key performance indicator should tie directly back to the firm’s overall busi-
ness goals.

What makes KPIs effective for law firms that have already started or are
just beginning down the path of using data to measure performance against
objectives and goals, is adopting sound business practices around the use
of data. The most effective KPIs follow the proven SMART formula: Specific,
Measurable, Attainable, Realistic, and Time-Bound.? This means that the
goal and the KPI are in sync. Here is an example. A law firm’s senior lead-
ership sets a goal to increase annual profits per partner by the annual
inflation rate plus ten percent. The related KPT would measure, as of any
date (e.g., quarter-end), the profits per partner from the beginning of the
year to such date. Additionally, these measurements are most effective when
both the stakeholders and the people/functions being held accountable for
KPIs work together to determine the best way to measure performance rela-
tive to firm/practice/department goals. Top-down KPI development carries
a risk of missing important insight on what can drive performance to a
particular goal.

Essentially there are two types of KPIs, namely lagging and leading.
Generally, it is ideal to have a mix to establish proper relativity.
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® lagging indicators are easy to measure and provide quick answers
about whether a goal is being met. C-level executives often use
lagging indicators as a baseline for setting ambitious goals. For law
firms, the most important lagging indicators are those that relate to
revenue and profitability and get published by The American Lawyer,
such as revenue per attorney, profits per partner, profits per capital or
equity partner and leverage ratios such as associates to partners (both
capital and income), and associates and income partners to capital
partners.

® Iecading indicators capture data that has an effect on an outcome,
which makes them useful for predicting or anticipating an output. It
is critical to the effective use of leading indicators that they be related
to the lagging indicators. Lagging indicators tell you what has been
done, but they do not tell you what you should change to do better.
Leading indicators measure the things that affect your outcomes.
When you track and monitor them, you can take action to make
improvements.

The following is an example as to how a lagging KPI is tied to a strategic
goal and a leading KPI is related to the lagging KPI. Law Firm Y desires to
increase the number of new matters of its top 25 clients by ten percent on
a rolling annualized basis. The lagging KPI as of each month end is the
number of new matters opened during the immediately preceding 12-
month period divided by the number of new matters opened during the
12-month period prior to such period. A related leading KPI could be the
number of personal business development interactions (e.g., phone or
video calls and in-person meetings) during the immediately preceding 12-
month period divided by the number of personal business development
interactions during the 12-month period prior to such period.
Whenever you have a strong correlation between a select number of leading
and lagging KPIs, you can see which leading KPIs will have the biggest
impact on your lagging KPIs. But not every lagging or leading indicator
should be a KPI. So how can you make the right choices? Start with what
you are trying to achieve and work backwards.

What are the right number of KPIs?

Law firms have mounds of data and an increasing variety of tools that
enable them to measure almost anything and everything. The chief oper-
ating officer, through policy and procedure, needs to avoid analytical
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overload by focusing on only the most impactful measures. Providing
multiple performance measures without explaining how they are key to
managing operations will not result in the better decisions and improved
performance for which these tools were designed. The KPIs you select are
a function of your audience within the law firm ecosystem and the strategy
or business objective sought to be achieved. It is therefore impossible to
specify how many KPIs a firm or a business unit or practice group should
have. Five or six KPIs are typical. It could be fewer, such as three or four,
but generally there should not be more than ten or 12 at play.

Presentation of KPIs - dashboards and scorecards

Having KPIs and getting the most out of them requires that the KPIs and
any other performance metrics are presented in way that can be quickly
and universally understood. In part, this will be a function of the number
of KPIs and metrics, but it also requires the use of an effective presentation
style, which includes concise description and graphics. The COO should
ensure that the appropriate analytics or business intelligence (BI) tools are
available to the intended audience(s) so they can review real-time interactive
visualizations, dashboards, and/or scorecards based on the KPIs, allowing
those with access to explore and analyze the data behind the KPIs directly
within the dashboard itself. Some firms that have developed a data-driven
culture have invested in creating their own proprietary Bl tools, but this is
not necessary as there are a variety of BI tools on the market, many of which
are customizable.

Changes in KPIs
In formulating a KPI policy, the COO should bear in mind Helmuth von
Moltke’s famous quote about planning, “No battle plan ever survives contact
with the enemy”. Your initial (or existing) set of KPIs may not be able to meet
a changing market, shifting client demands, or intense competition. The
good news is your choice of key performance indicators is not set in stone
for all time. KPIs, like everything else in business, are subject to change.
Over time, client demands will change. Strategies and business goals will
evolve in response to market volatility. The audience(s) for the KPIs may
discover that a KPI is not effective in measuring progress or assisting in
making good decisions or may result in counterproductive decisions. There-
fore, it is best practice to develop a policy and procedure that requires
periodic review of the KPIs and their effectiveness.

Follow these steps to keep your KPIs on track as your market, legal and
industry practice groups, client mix, and strategy evolve:
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® Schedule periodic reviews.
® Ask the right questions:

O Are there fundamental changes happening?

O Are there clear lines of accountability for every single KPI?
O Are your leading and lagging KPIs properly related?
O

Are the personnel responsible for the KPIs keeping them current
and accurate?

O Have any of the strategic or business goals underlying the KPIs
changed?

O Are the KPIs proving to be valuable tools to measure progress?
® Update your KPIs and publicize all revisions:

O With the information gathered above, revise or reinvent KPIs as
appropriate.

O Establish clear next steps to link KPI insights to action.

O Inform all stakeholders of all updates.

The need for accurate and clean data

In order to have reliable KPIs and effective BI tools, the data has to be
complete and accurate. This is one of the threshold challenges for many
law firms. They may have accounting and other software that is not compat-
ible with the latest technologies and BI tools. The fields used to collect data
are incomplete or insufficient for purposes of the KPIs being proposed.
Alternatively, the data was not historically collected or it was collected with
other data that is difficult to parse. Accurately tracking KPIs requires accu-
rate data. A COO will have to use internal or external resources to get the
firm’s data harmonized from multiple sources across the firm to achieve
complete, accurate, and up-to-date information. This can be a time-
consuming and expensive process. Careful attention should be paid to
make the business case so that an adequate budget can be obtained and
timing expectations realistically set and managed.

Create a data-driven culture

Before a COO embarks on introducing the use of KPIs or undertaking a
material increase in the use of new KPIs, it is important to do a reality check
about how they will be received. Every COO should ask: Will the stake-
holders understand what the KPIs mean? How they are to be used? Is the
BI software effectively presenting the information? Chances are that the
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answer is no — and that’s normal. Boosting data literacy has risen to the top
of the priority list for so many COOs as a result. The clearer people are on
what the numbers mean, the more empowered — and inspired — they will
be to focus on work that makes the biggest impact.

For some chief operating officers there may be cultural issues that may
impede the development of a data-driven culture. One common issue
surrounds how transparent the firm is with certain information. In many
firms, only the most senior leadership has access to data that needs to be
used in KPIs that would assist C-suite executives and the heads of practice
groups in day-to-day operations and planning. Another cultural issue is
compensation and the basis for setting compensation, including bonuses.
The use of KPIs may provide insights into profitability and operations that
are not consistent with the metrics then being used to determine compen-
sation, both for attorneys, especially the partners, and the business
professionals. For example, in many firms, a rainmaking partner’s book of
business (i.e., collected fees) is the primary driver for compensation. KPIs
can used to compare the profitability of practice groups, as well as the
books of business of rainmaking partners, by considering the costs incurred
to obtain that revenue. A firm may not want to alter its compensation policy
to take into account those KPIs for a variety of reasons, and limit the use
of the insights derived from those KPIs for strategic planning purposes.
Nonetheless, the availability of such KPIs, if widely known, could create
some discomfort.

How can you boost data literacy to support your KPI strategy?
There are two essential elements to boosting data literacy. The first is to
have a program that is used to get commitment and not just buy-in. The
second is to have the technology.

The program supporting data literacy has to be comprehensive. Of
course, there has to be presentations and policies, but a program involves
having a continuous process that explains and reinforces the purpose of
collecting the data in the prescribed manner, how and why the KPIs have
been created, and how the data, KPIs, and other metrics can positively
impact the business. Also, as noted above, the program should include the
process whereby KPIs are evaluated. Finally, the program should include
training and encourage input at the outset and beyond. When people are
involved in the how and why, they are more likely to take pride and owner-
ship and feel valued, as well as adding value by being closest to the data.

Unless the KPIs are properly presented in dashboards and scorecards,
their usefulness will be severely limited. That is the reason to have good BI
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technology. BI platforms have become much more robust and economical
in recent years. It is recommended that a firm invest in a platform that is
flexible and expandable as it increases its usage of Bl and data analytics to
include augmented analytics, statistical analysis and machine learning. A
good BI platform should be useful to beginners as well as to advanced users
so as to increase data literacy for everyone in the firm.

The future of data analytics in the legal industry
Data analytics is generally divided into four broad categories, namely:

1. “Descriptive analytics, which provides an objective, fact-based description of
what has happened in the past, i.e. A" occurred.

2. Diagnostic analytics, which not only focuses on what happened in the past
but aims to understand why, i.e. A occurred because ‘B’.

3. Predictive analytics, which uses past data to forecast trends, i.e., because A’
occurred, we predict that ‘C” will occur in the future.

4. Prescriptive analytics, which aims to provide actionable steps towards a
chosen goal, i.e., to achieve goal X, we must take action Y.”*

The above has largely been about the first two of the four types of data
analytics. Many industries are well on their way to using the last two types
of data analytics to improve their business. The future use of data in law
firms will involve the use of artificial intelligence and machine learning in
the practice of law. Examples of such uses may be to determine:

® Which issues in contracts are most important and should be included

and which are not worth the time to negotiate and perhaps should
be excluded;

® Which types of claims and defenses are most likely to lead to success
and therefore to focus on those and not bother spending legal costs
on the others;

® How to price legal services for a client, particularly when there are
portfolios of transactions or cases to handle; and

® Trends in types of clients and the types of matters and how to recruit
to staff for them in the future (e.g., the mix of partners, associates,
legal assistants, their respective areas of expertise, and where located).
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Annex: list of possible KPIs and metrics

Human resources and talent acquisition

® Lawyer attrition — attorneys who have left since the start of the period
to number of attorneys.
O Can be categorized by class (e.g., partners and associates), depart-
ment or location.
O Can be categorized by status when joined the firm (e.g., summer
associate, lateral associate, lateral partner).
@ Staff attrition — staff who have left since the start of the period.
O Can be categorized by level (e.g., managers, directors), department
or location.
® DE&I distribution for new hires.
@ Hiring targets based on new market/client initiatives.
® New hire SWAG YTD spend to budget.
Marketing
@ Client growth rate: new clients over a period to number of active
clients.
® Average fee per new client.
® Average fee per new matter.
® Marketing budget ratio — marketing spend to total fees billed.
® Business development ratio — ratio of business development spend
to total fees billed.
® Customer Acquisition Cost — total marketing and business develop-
ment to total clients billed.
@ Client retention — percentage of active long-lived clients to all active
clients (by number and by billings).
® Growth in billings of top X clients.
® Dormant client percentage.

Business development
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Proposal win rate — top X clients.
Proposal win rate — new clients.

Percent of clients that have opened new business with other practices
(cross-selling).

Productivity (firm-wide and by department or practice group)

Leverage — associates to all partners and associates plus income part-
ners to capital partners.

Percentage of partners hours to total hours.
Billable hours per FTE per timekeeper category.
Billings per FTE per timekeeper category.

Average worked rate per timekeeper category — total gross time
divided by total hours.

Average billed to average worked rate — per timekeeper category.
Staffing (total and by department) to number of timekeepers.
Number of lawyers per client.

Hours billed versus hours worked per timekeeper category.
Hours worked versus available hours per timekeeper category.
Number of matters opened compared to prior period.

Average fees billed per active clients.

Average fees billed per matter.

Financial (firm-wide and by department or practice group)

Cost recovery revenue per matter — total amount of internal costs
billed to clients divided by total number of matters billed.

Revenue per square foot.
Revenue per active clients.
Revenue per top X active clients.
Revenue per matter.

Revenue per employee — ratio of all fees billed by FTEs other than
capital partners.

Charge off percentage — write-offs versus time billed and write-offs
versus time worked.
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Net income ratio — net income prior to distribution to capital partners
divided by all fee billings.

Average net overhead — net expenses divided by FTE capital partners.
Cash collected per period.
Average days of time worked to billed.

Average days of time billed to collected.
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In the five years since the first edition of this book published, there has been
an accelerated rise in the number and influence of COO roles in the legal
sphere. No longer the preserve of the largest national and international

firms, mid-tier firms and even New Law and alternative legal service
providers are considering a COO as a potential — perhaps even essential —

component of law firm management, to achieve increased efficiency,

productivity, and meet the demands of a highly competitive market.

With contributions from a number of current law firm COOs, alongside some
of the most respected and sought-after consultants working in this space,
this second edition of Rise of the Legal COO examines the scope and variety
of the legal COO role, and how the challenges and demands of the position
have altered as law firms have evolved. It contains updated chapters from
the first edition, and several brand new chapters covering topics such as:
How the COO can enable innovation and digital transformation in their firm;
The COO'’s role in managing profitability and client engagement; The use of
data in law firm management; and The New Law COO.

There are also all-new, exclusive interviews with legal COOs from a variety of
national and international firms, covering topics ranging from the importance
of relationships and adapting to the new hybrid, post-COVID world, to
encouraging innovation in firms and strategies to recruit and retain talent.

There is no doubt that a good COO is an invaluable part of a firm’s
management team, and the opportunities for talented individuals with
broad operational management skills will continue to grow. Heavily backed
up by the first-hand experience of the contributors, this title provides
essential guidance to the current and future legal COO on the skills and
strategies they need to succeed, and to law firms on how to recruit,
integrate, and develop a COO who will be a good match for their culture and

help them achieve their ambitions.
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