Market Positioning - A diagnostic guide
for law firm development
By Nick Jarrett-Kerr

At first sight, a recession may not seem the  therefore seek dramatically and radically to

best time to overhaul radically a law firm’s change the firm’s market position in other
strategy. It seems more intuitive to batten ways, and this article examines what this
down the hatches, trim overheads, tighten might mean and how such a venture might
up the operation and wait until the reces- be approached.

sional storm clouds recede before attempt-
ing any dramatic change of direction. If,
however, past recessions are anything to go
by, this is just the moment for bold and agile

firms to make any move which can perhaps Th en atu re Of mar-
give them some sort of advantage over their ket pOS |‘l_'| on | ng | N

competitors. There are three possible at- .
tacking moves which a firm might want to t h e I ega I p rOfeSS Ion
consider during a recession. In the first cat-

egory, some firms may feel that their survival Put at its very simplest, strategic choices
strategy is best served by going for further can be distilled into two basic parts. The

growth or by becoming part of a bigger en-  firstis the firm’s choice as to where it

terprise where the advantages of scale, criti- should compete (positioning) and the sec-
cal mass, and deep teams will allow them ond is the firm’s strategies to address how
to maintain or improve their financial and it should compete (gaining and sustaining

competitive positions. For the second type = competitive advantage).

of move a firm may elect to follow a strategy

that allows them to avoid all the disadvan- A law firm derives its ability to compete
tages of growth and to remain niche (or at from a number of different factors — its
least small) by competing in a restricted set  tradition and history, the market-place it
of markets or services and specialisations, is trying to serve, both in terms of geogra-
and by occupying specific strategic positions  phy and client types, where it fits into that
relative to competitor firms in terms of qual- market-place, what services it is offering
ity, or cost, or client focus. This strategyis  and in what industry and market sectors,
not as easy as it sounds as it may require the and its credibility in offering those serv-
firm to discard irrelevant or unprofitable of-  ices. To a large extent, most firms’ market
fices, departments and partners. These two

attacking moves have at their heart a desire

to improve or change the firm’s competitive

positioning in the market-place. Similarly, a

third category of move means a firm might

© Copyright 2011 Nick Jarrett-Kerr All rights reserved www.jarrett-kerr.com 2011/05/6 PAGE 1



position — where
the firm chooses
to compete - is
the result both of
choices made by
its partners many
years before and
evolution since
then, as opposed
to a recent deci-
sion to make a
radical shift in
strategic choices.
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In assessing a
firm’s ongoing
strategy, it im-
portant to under-

stand where it is
now and what realistic decisions the firm

can make to address a profitable future.
Radical changes to a firm’s current mar-
ket position can only be made with enor-
mous effort and large-scale investment. A
firm’s positioning also is aligned with its
approach to market segmentation — the
groups or segments of clients and poten-
tial clients who have broadly similar needs
and perceptions of value

© Copyright 2011 Nick Jarret-Kerr All rights reserved

At the same time, we are beginning to

see a number of generic market positions
arising in the legal profession both nation-
ally and throughout the world. Although
most firms will fall into one of nine generic
types shown on Table 1, an important
point must immediately be made. This is,
that every firm has its own unique history,
tradition and culture and may well enjoy
features from more than one generic type.

4 NJK
The table — or diamond matrix - is therefore
offered as a diagnostic planning guide rather
than a set of prescriptive ‘pigeon-holes.” The
table’s nine different generic types of market
position, is also divided vertically into five
segments of client demand. The description
of each generic type and its unique features
helps to understand where firms might stand
and how firms can develop their strategic
choices.

The table is contextual and applies to the
relevant market for any firm, which will
usually mean the domestic market within
which the firm is practising. Whilst the ta-
ble can also be used to consider the global
market-place, it is perhaps most relevant to
think of it in terms of the market in England
and Wales — the market to which the Legal
Services Act will immediately or imminently
apply. The diamond shows five different lay-
ers or divisions of law firm working from top
to bottom. The first layer — Market Rulers

— contains the premier division of law firms.
The second layer contains two types of firm
which | have described as Challengers and
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Designer Labels and forms the first division
just behind the premier division. The third
layer or division is made up of three differ-
ent generic types of law firms — Bulk Sup-
pliers, Local Heroes, and firms which | have
described as Endowment Firms. The fourth
layer contains Agglomerations and Utility
Players whilst the fifth division contains a
large number of Minor League firms. The
typical profile of each generic type demon-
strates their positions in terms of sustainable
competitive capability, dominance character-
istics (if any) as well as comparative perform-
ance and profitability.

These five layers or divisions more or less
match the segmentation of the legal pro-
fession, with the Top Tier work (complex
transactions, financings etc) going mainly

to Market Rulers and the top end firms in
Tier Two, and the purely local and low grade
work going to the lower tiers of firm.

Each segment in the diamond describes a
typical market position for a law firm. The
diamond does not, however, seek to define
the number of law firms in each segment,
nor their relative sizes. There will, for exam-
ple, be very few Market Rulers and it is likely
that they will all be very large law firms.
There will also be large numbers of Minor
League firms but they will all be small in size.
There will also be large numbers of Utility
Players of varying sizes.

Market RU|erS are the

major national and global players. They are
often to be found as magic circle players

in most capital cities and amongst the glo-
bal leaders. These firms apply the laws of
dominance to attain huge critical mass. This
means that they can field deep teams across

all or the majority of the heavy-lifting areas
of corporate and commercial work and can
resource major transactions and matters
at a moment’s notice. It also means that
they can provide leverage to all their trans-
actions and matters by producing expert
teams led by highly competent and leading
specialists. They also have a strong brand
and name in their jurisdictions which com-
mand respect and credibility. They tend
to get the high profile mandates from an
impressive list of top clients. They also
tend to be the pricing leaders in any area
and they often have clout in government
relationships and the corridors of judicial
and regulatory power. Because of their
resources and their investment capabil-

ity they are often at the leading edge of
unique new flexible capabilities. Hence
they are able to ward off or defend against
attack by always being one step ahead of
the competition. Market Rulers are also
preeminent in terms of superior profitabil-
ity and performance. Their profitability is
based on three main profit drivers. First,
they tend to be involved with the high
value deals and the ‘bet the firm’ issues
where premium pricing can be applied.
Second, they tend to be efficient in the
management both of overheads where
they gain huge economies of scale and the
maximisation of productivity. Finally, the
application of leverage through the build-
ing of deep teams helps build and sustain
an enviable profit model.

The second layer is made up of Challeng-
ers and what | have described as Designer
Labels. Whilst these firms differ widely
from each other, they do share some com-
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mon characteristics with each other and
the Market Rulers.

Designer Labels. i

genus describes three distinctive types

of firms who have some broadly similar
positioning and competitive characteris-
tics. Two of these types have also been
described by commentators as Focus Firms
and Portfolio Firms. The focus firms — also
and perhaps better known as niche firms

- are usually highly differentiated with nar-
row scope. They tend to either specialise
in one or a few particular areas of law or

in carefully defined sectors of client types
or industries. In relation to a niche firm’s
chosen markets, they share many of the
same features as demonstrated by Market
Rulers and may indeed be market rulers in
their areas of fame. They do not however
enjoy the same spread of services offered,
sectors served, nor do they usually have
the same global geographical reach as
Market Rulers.

The third type of Designer Label firm
describes firms which may be relatively
full service but who exploit some other
distinctive characteristic which appeals to
certain types of clients — such as a range of
unusual but strategically placed locations
or an accentuated brand image — which
helps to define them and give them a com-
petitive edge.

Designer Labels are usually extremely prof-
itable and their specialist core focus makes
them highly competitive. They often have
an impressive base of clients who value
their extreme efficiency and their sector

knowledge. Niche firms with a client sec-
tor based approach include firms specialis-
ing in the Public Sector, Media, Shipping,
Aeronautics, and Pharmaceuticals. Examples
of firms with specialist areas of law include
firms focusing on such areas as employment
law, IT, tax, white collar crime and personal
injury. These firms have made a distinctive
choice to avoid the temptation to become

a full service jack of all trades but master of
none. They will seek instead their own areas
of fame within some specifically defined are-
as. Within those areas Designer Firms share
some of the characteristics of Market Rulers.
The question becomes whether or not their
competitive capabilities are sustainable over
a long period of time. The problem is that

in legal firms no competitive capability can
ever be permanent. The more that a firm
restricts its services or its sectors, the less
chance of adaptability, diversification and in-
novation it has.

Cha I I e nge IS. Challengers

are firms who traditionally have been a bit
behind the Market Rulers but are making a
strong bid to climb into the elite club of law
firms. In short they are firms who are seek-
ing to attack the position of the dominant
firms by a combination of smart strategies,
huge investment and driven leadership. Of-
ten firms such as these operate from a tradi-
tional position of strength as they are usually
highly profitable and often enjoy excellent
client bases and heavy-hitting business
development capability. DLA Piper falls into
this category. Firms such as Eversheds and
Berwin Leighton Paisner are also firms who
would like to see themselves as challenging
for elitedom. Challengers also enjoy a lot of
the same features as Market Rulers but their
brands do not carry the same level of cli-

ent assurance and credibility. Their areas of
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core competence may also be similar but the
experience base is often not as strong, and
the development of experts with deep ‘guru’
status is not as pronounced. Alternatively,

a firm falls into this category if it is dominant
in its own national market but, whilst having
some international offices, cannot be de-
scribed as a true global heavy-weight. Chal-
lenger firms are often also the first movers in
trying to ‘break the mould’ so as to be at the
leading edge of new law, new service meth-
odologies and new trends. Pioneering firms
therefore include firms who are using inno-
vation and new methods of service delivery

(such as the outsourcing of back office IT and
accountancy processes) as ways of breaking
new ground. Challenger firms can also be
pioneers in developing services in emerging
or growing areas and in time these develop-
ments can lead to the gaining of a strong or
dominant market position.

Firms in the Challenger category are likely
to include a number of organisations which
would be keen to use the possibilities of the
LSA to obtain external funding in order to
fuel expansion and development.

The table then descends to a third layer,
comprising three generic types of law firm.

Bulk Suppliers. thesuk

Supplier is a fairly new phenomenon. The
philosophy is that the best way of making
large amounts of profit out of commoditised
work in the legal professions is to pile it high
and sell it cheap, making use of technol-
ogy and low cost employees. In order to
achieve a high volume low margin profitable
position, such firms have to grow quickly

to become big and to obtain much of their
work by large amounts of marketing and
selling in individual markets within one or
more jurisdictions. Thus the profit drivers
of such firms are systems and leverage to

take advantage of high volumes albeit at low
margins. The differentiating features of such
firms are pricing and branding. The prob-
lem with using pricing as a differentiator is
two-fold. First it is difficult to sustain a posi-
tion of being the cheapest in a sector where
somebody else will always try to undercut
you. There can be only one cost leader at
any time in any profession or industry. The
second issue is that most buyers of legal
services tend in the long-term to purchase
on value rather than price.

It also has to be remembered that the power
of advertising and branding has only become
evident in the legal profession in England
and Wales within the last twenty-five years,
and due to the large number of law firms in
being and the relative fragmentation of the
profession, we have not yet seen the sort of
branding phenomenon experienced in the
financial services sector. In the short-term,
however, the advent of a small number of
heavily marketed bulk suppliers has already
proved to be a massive challenge for the
High Street practices and these challenges
are likely to grow stronger and to threaten to
a more worrying extent. The advent of the
LSA will affect the market in two ways. First
deregulation could well see non-legal organi-
sations such as Tesco and the Coop making

a bid for volume work by establishing their
own law firms. These firms have no particu-
lar uniqueness in their sales proposition and
rely on their assurances to clients that they
can do the job quicker, cheaper and with

the minimum of fuss. Hence, they rely on
efficiency, systems and processes to enable
them to take cost out of each matter. The
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second threat is from the existing leading
Bulk Supplier law firms. In the field of per-
sonal injury litigation, a number of firms
such as Irwin Mitchell, Russell Jones and
Walker and Lyons Davidson have grown
enormously and by implementing sys-
tems, processes and the features of com-
mercially run businesses have begun to
erode the ability of the Utility players and
Minor League firms to compete. Yet none
of these firms seems to have more than a
5% share of the available market for such
work. The advent of the LSA will enable
these firms to introduce external finance
in order dramatically to build market share
and further to dominate the market for
personal injury services.

Local Heroes. amost eve-

ry country, city and town has a firm which
has achieved national, regional or local
fame and even dominance. Examples in
the UK include Wragges in Birmingham,
Walker Morris in Leeds and Burges Salmon
in Bristol.

Local heroes also share many of the fea-
tures of Market Rulers. Indeed they are
usually Market Rulers in their own fief-
doms. Their client bases are strong and
the depths of their teams and strength of
their specialised core competencies is usu-
ally huge. Their profitability is also good,
although not as high as the Market Ruler
firms, because of their inability to charge
premium rates.

The drivers of profitability for these firms
are usually a combination of factors which
place them in a strong position of profit-
ability relative to their local competitors.

Thus pricing, though lower than the premi-
um pricing obtainable by Market Rulers, and
leverage, can be applied to their strong local
client bases. Whilst these firms might not be
able to aspire to the very top tier of complex
global transaction, they nevertheless enjoy

a good selection of high value work. Some
Local Heroes also have Designer Label status
in such areas as private client and public sec-
tor, and some have niches to rival higher tier
firms in corporate law, commercial property
and commercial litigation.

Local Heroes however suffer from their lack
of geographic reach. They will not often
have strong offices in more than one jurisdic-
tion and indeed within the United Kingdom
are very often to be found in only one major
city. The question for these firms in terms of
their own positioning is where they go next.
The options for them are to stay as they are
or to try to challenge for the next tier by be-
coming a Challenger Firm or even Designer
Label Firm.

Endowment Firms e

final type of firm in this third tier of firms is
what | have described as the Endowment
Firm. Whilst almost every law firm depends
to a greater or lesser extent on the client
bases and traditions which they have inher-
ited from the past, the generic Endowment
Firm type relies predominantly or exclu-
sively on history and inheritance for their
competitive position and profitability. They
are often yesterday’s Market Rulers. Whilst
their position remains strong, it is in danger
of waning. The strategy of the Endowment
Firm is largely to continue doing what they
have always done. Such firms rely on the
loyalty and inertia of their established client
base. Although it can be relatively easy and
inexpensive to switch suppliers of legal serv-
ices, clients will often continue to tolerate
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their existing lawyers rather than go to the
trouble and risk of changing to a new firm.
Much of their client base is ‘old money’ indi-
vidual clients and old-established corporate
clients. Endowment firms are often slow

to move and averse to change. The culture
and routines of the Endowment Firm tend to
be hierarchical, bureaucratic and risk averse
making such firms slow to react to market
changes. Innovations are largely client driv-
en, and the development of new services,
new clients and new markets tends to be
reactive rather than proactive. Such firms
tend to be pillars of the establishment which
helps them to be listened to in the corridors
of power and to retain premier tier clients
and partners. Hence their competitive po-
sitions are based on their status as known
guantities and client perceptions that they
remain thoroughly safe hands.

Uh I |ty F Irms. Every geograph-
ical market contains a host of small and me-
dium sized and even quite large firms which
are general practices offering a broad range
of services to a broad range of clients. These
firms have few differentiating features ex-
cept for their relationships with their clients
and convenience of location. Utility Firms
have also been described as ‘Vanilla Firms’
to describe somewhat ordinary firms who
are simply part of the pack. Utility Firms rely
on conformist copycat strategies to ensure
they do not fall too far behind their competi-
tors in terms of specialisms, services and
processes. Profitability is largely based on
maintaining high productivity and efficiency
with a carefully controlled overheads base.
The existence of a few loyal star partners
and staff often help to carve out a niche or
degree of fame and expertise in particular
sectors or specialisms. Utility Firms share
some of the characteristics of the next tier
up. They will often have a department or

niche dealing with bulk commoditised serv-
ices, or they may have some niche special-
isms which are characteristic of Designer
Label Firms. In their particular locality, they
may be one of the firms challenging for Local
Hero status.

Agglomerations tend

to be consolidations of firms nationally or
regionally whose strategy is to create bulk
and critical mass in order to challenge for
their market position. Such firms are often
created by unrelated acquisitions and con-
solidations and spend significant periods of
time trying to shed old inefficiencies and
unprofitable clients and are guilty of over-
partnering and inefficient working practices.
Hence their profitability is often unremark-
able and their specialist areas can often be
wide rather than deep. Many agglomerate
firms remain large but mediocre and rather
amorphous. Increasing size as such is not a
strategy as it is based on the theory that you
have to be big to be credible, and because by
getting bigger, the firm will be able to com-
pete. There is no doubt that in the minds of
clients, a large firm provides a greater com-
fort factor than a small firm. To clients, size
can be a proxy for excellence, deep resourc-
es, expert teams and tough punching power.
The point here is that an agglomeration can
only give a temporary competitive advantage
and should therefore be seen as a launching
pad for swift transition into a higher bracket.
These firms will usually therefore make their
way into one of the other higher profitability
brackets. If they fail to achieve such an up-
ward move, they will generally see contrac-
tion in size as partners leave or are pruned,
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and will often slip back into their former
market positions.

Minor League play-

ers formthe majority of small and
medium sized firms throughout the coun-
try who are struggling both to provide
something unique to the market and to
provide profitable performance. The com-
petitive characteristics of a Minor League
firm tend therefore to become factors
like convenience (locality of office), local
knowledge and price. The competitive
disadvantages are however formidable

— lack of investment capacity, low profit-
ability, succession issues and competitive
pressures from above. The Minor League
firm cannot compete on price with the
Bulk Suppliers nor does it often enjoy the
specialised experiences and resources of
the Local Heroes with whom it is usually
trying to compete for the better value
work. For the minor league player the
positioning opportunities are restricted. It
is not easy on any part of the diamond to
move directly or diagonally up. Exploit-
ing any particular strengths the firm may
have may enable the firm to become a
Utility Player, but whilst this might im-
prove the firm’s position a bit in terms of
performance and profitability, the firm is
still exposed to an uncertain existence in
an increasingly competitive market. In
the face of these issues, it is not surprising
that many Minor League firms are taking
refuge by becoming subsumed — where
they can —into larger firms.

Choosing the right firm to join

The diamond matrix can be a useful diagnos-
tic tool for a lawyer choosing to join a new
firm. A number of research projects over
the past few years have demonstrated again
and again the importance of work quality
for the young lawyer, as well as career pros-
pects. Clearly, the quality of work available
to a lawyer is likely to be higher towards the
top of the diamond, whilst the early pros-
pect of partnership is more likely at the low-
er end. Extreme specialists in any discipline
are likely to choose firms which at least have
Local Hero or Designer Label status, whilst all
rounders may find life more comfortable in a
Utility Player Firm.

The first challenge is to try to identify in
which segments any short-listed firms actu-
ally are placed, and then to decide whether
the firm’s position and characteristics match
the individual’s ambitions and aspirations.

In the second place, the matrix can help
frame the questions which need to be asked
about the firm’s current position and pros-
pects — whether the firm is on the rise or the
wane, and whether it has a firm grip on its
direction and future. Warning lights should
flash if the firm appears to be in more seg-
ment than one. Although it is possible for

a firm to overlap segments, nevertheless
the business recipe, culture, structure and
pricing models vary enormously in different
parts of the matrix. Firms have, for instance,
found it somewhat hard at the same time

to operate high volume low margin services
and low volume, highly priced services with-
in the same firm. Finally, and maybe most
important, the matrix can help candidates to
consider whether the firm which seeks to re-
cruit them has a competitive future in which
it appears well placed to beat its rivals.
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Repositioning and Gravitational Pull

It is important to appreciate that a firm can
dramatically improve its performance and
competitive position within the position-

ing segment that it already occupies. The
increase of competitive capability in no way
requires a firm to change its basic position-
ing or to become a very different type of
law firm. Whilst it is difficult to move up-
wards in the diamond, gravitational forces
will tend to pull a firm down by an increase
in competition, or by the firm’s own default
and incompetence. This gravitational pull is
usually into one of the three boxes on the
south-eastern side of the diamond — the
Endowment, Utility and Minor League box-
es. Hence a Market Ruler firm can lose its
dominance and become an Endowment Firm
through complacency. The Utility Firm, long
enjoying medium profitability and competi-
tive capability, can find itself elbowed into
the Minor League box by Bulk Suppliers,
Local Heroes and even by Agglomerations.
Here, again, the advent of the LSA produces
an extra area of threat through the advent of
new competitors and the increase of com-
petitive resources of existing firms through
external investment capacity. The strategic
response to such competitive responses
must be for firms not only to improve per-
formance within their overall existing market
positioning, but to consider whether reposi-
tioning might be part of their ongoing strat-
egy and aspiration. Thus a Utility Player firm
may well build a strategy to become a Local
Hero or to try to become a Bulk Supplier.

A Local Hero might choose by one means

or another to become a Designer Label or
to challenge the national elite by trying to
take up the position of Challenger. There
are at least four steps a firm has to consider
in order to address the improvement of its
competitive position, either by repositioning

or by becoming more competitive or dif-
ferentiated within an existing competitive
positioning.

Repositioning Step
One - Understand-
ing the importance
(or irrelevance) of
geography, location
and size

The diamond matrix has some geographi-
cal overtones. The Market Rulers at the
top of the diamond will certainly be na-
tionally elite and will usually also have
international or global capability and
profile. At the other extreme, the Minor
League firms at the bottom of the diamond
will be primarily reliant on their local cli-
ent bases and markets. There seem to be
an increasing number of firms describing
themselves as ‘regional’ or even ‘national’
and whilst the diamond does not factor

in the number of offices, the location of
the firm or its size, certain competitive
characteristics of so-called ‘regional’ and
‘national’ firms will usually bracket them
into one of the diamond segments. Re-
gional firms can be defined as a firm either
with more than one office in a particular
region or one whose reach of services and
client base extends across a whole region.
Thus a ‘regional’ firm can be a Local Hero,
an Endowment Firm or one of the lower
categories depending on its competitive
capabilities. In the same way, a ‘national’
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firm is one with national reputation and
reach. The three segments at the top of
the diamond — Market Rulers, Challengers
and Designer Labels - will all have national
characteristics. In the same way, Bulk Sup-
pliers can also be national. Agglomerations
often aspire to national status due perhaps
to a proliferation or network of offices,

but unless those networks improve their
competitive capability by coordinated and
integrated services and nationally organ-
ised practice areas, these firms will remain
Agglomerations — their national geography
is not meaningful to clients.

In the same way, size tends to become

a consequence of strategic positioning
rather than a cause of it. Market Rulers,
for example, will tend to be large, not least
because they will have deep teams across
many practice areas. In addition, the

rules of dominance are predicated upon,
amongst other things, an increase in mar-
ket share in chosen markets. But size is far
from being everything. There are some
fairly modestly sized Designer Label firms
who are extremely famous and competi-
tively eminent. Equally, there are some
very large firms who remain mediocre in
terms of quality, competitiveness and per-
formance.

Whilst therefore the importance of size can
be overstated, scaling up the firm can pro-
vide some important advantages and can
be part of a repositioning exercise. The
guestion needs to be examined first from
the clients’ point of view — how important
is the issue of size to a firm’s chosen cli-
ent types and sectors. In this context, it is

certainly true that size usually means that
the firm has critical mass and resources, with
the possibility of large specialised teams and
strength in depth. Size can also be taken by
clients as a proxy for excellence and qual-

ity. An internal analysis of the size question
should additionally concentrate on the build-
ing of resources and capabilities and the
firm’s investment capability to hire people,
diversify into new markets, or improve the
value of services to clients. The size ques-
tion often dominates merger discussions,

for example. Here the diamond can help.

If the merger of two Utility Player firms is
merely likely to lead to either a larger Util-
ity Player firm or a sideways movement into
the Agglomeration box, then at first sight the
merger is pointless. The rationale for such a
merger always has to be that a sideways step
into Agglomeration forms an important step-
ping stone towards becoming a Local Hero.
Equally, the merger of two Local Heroes
merely creates a larger Local Hero, but may
provide a route into becoming a Challenger
firm.

Repositioning Step
Two — Alighing Re-

sources and Capa-

bilities to the firm’s
Value Drivers

At the simplest of levels, the job of a law-
yer is to provide solutions to problems and
issues which the client faces. The victim
wants redress, the house buyer wants to
move, the disputant wants a successful
result (or at least a good compromise) and
so on. The main challenge for any law firm
is to satisfy its clients that it can give them
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the successful outcomes which they perceive
that they require at a cost which the clients
feel to be value for money. The diamond
helps to establish some of the drivers of val-
ue for each segment. Top tier work requires
high levels of expertise and specialisation
across many areas of legal service as well as
deep resources, and sound reputation and
credibility. A premium price becomes an
inevitable concomitant. Smaller clients may
require the convenience and personal atten-
tion of a Utility Firm or Minor League player
with whom they feel comfortable. Convey-
ancing and personal injury client may sim-
ply require the job to be done cheaply and
efficiently. Hence the value-price equation
for any law firm is to a large extent deter-
mined by its market positioning on the dia-
mond and the perceptions of value formed
by the client types in the relevant market
segment in the context of the work which
those clients require their lawyers to do. It
is important to appreciate that the features,
functions and processes of law firms that
the clients perceive are of value to them can
be developed and moulded into capabili-
ties which can be appraised against two key
criteria — strategic importance and relative
strength (against competitors). The exercise
of analysing resources and capabilities - car-
ried out at practice group level - helps each
department or group to work out what it is
that benefits existing and potential clients
and which they find useful in their lawyers.
The assessment of competitive strength
compared to competitors forces firms to
analyse in some depth the competitive
environment in which they operate. The
resulting blends of organisational capabili-
ties that are both strategically important and
which place the firm at a strategic advantage
become the main drivers of value for the law
firm in its competitive strategy.

Repositioning Step
Three — Planning for
Action

Much of the work set out in Step Two will
be carried out at departmental or practice
group level. The outputs from this work
need to be brought together to create an
overall understanding of the firms current
and desired positioning and competitive
advantage. By this time, the firm should be
fully and sometimes brutally aware of its
competitive strengths and weaknesses, the
aggressively competitive market-place in
which it is operating, where the firm cur-
rently stands in that market-place and the
resources and capabilities (both tangible
and intangible) available to it both to defend
existing positions and to attack the competi-
tion. There are two further elements which
need to be considered. The first is to estab-
lish some agreed goals and objectives. The
second is to consider implementation. It
might at this stage be fairly argued that an
agreement over goals and even vision should
be the first step in any strategy formulation.
The problem is that most partners in most
law firms have a very disjointed and vague
idea of what a realistic, credible attractive
future for the firm might be. They often
seem to talk of being a top 50 law firm, or

a regional law firm or a firm preeminent in

a certain area or a leading commercial firm.
While such thoughts may give some basic
clues, they do not really help the firm to de-
cide its direction and strategy in ways which
will help the firm to be successful. Added to
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this, many partners of law firms are more
focused on their personal career objec-
tives or the goals of their office or practice
group than of the whole firm. Hence, by
leaving the creation of goals until step
three, it is possible to have a discussion
which is grounded in analysis, cognitively
reached insights and realistic appraisals
rather than gut reaction.

What is vital, however, is to achieve some
goals which are simple consistent and long
term and which reflect the ambitions of
the firm and its partners and reinforce the
firm’s values. In setting goals, it helps to
be able to identify the spectrum of condi-
tions and opportunities available to the
firm as well as the areas where the firm

is best placed to focus its attention and
resources in order to develop new clients,
new markets and new revenue streams.
To accomplish this, the partners need to
review, discuss and digest the information
and then develop observations about the
firm and its environment. The result will
be a variety of different pathways for the
firm’s future which can be developed into
strategic objectives

Summary

Changing or maintaining a firm’s winning
position is hard. It is not enough to do
nothing and rely on past traditions and
glories to enable a continuance of a suc-
cessful business recipe, as all market posi-
tions tend to erode over time. Competi-

NJK
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tive advantage is at best temporary and can
rarely be sustained indefinitely. Any review
and analysis of a firm’s competitive position-
ing should start and finish with an image of
the possible and desirable future state for
the firm that is in some ways better than
what currently exists. This image can then be
boiled down into a brief statement — short
and simple — that can be used to develop
both a shared commitment by the partners
to the firm’s desired goals, and also as an
impetus to a period of sustained and deliber-
ate action plans aimed at enabling the firm
to beat its competitors.
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