Survival In Turbulent Times
Using A Business Plan To Focus The Small Law Firm

By John W. Olmstead, MBA, Ph.D, CMC

many small law firms are thriving and

doing quite well organizationally and
financialy. A revolutionary new trend is
happening in the legal profession that goes
beyond the traditional partnership model of
law firm governance involving sole practi-
tioners at the forefront. 1t's not uncommon
these days to find a solo owner of a small
law firm seeking to build his or her firm
without a partner. More and more lawyers
are finding that solo ownership hasits ben-
efits, and by using the right management
tools, can result in a highly successful and
profitable firm. We are seeing solo owners
going far beyond being simply solo practi-
tioners and building law firms with 15+
attorneys and 30+ total office personnel.

I n spite of today’s tough economy

The foundation of most traditional law
firms was built on the premise that “two
heads are better than one,” or in most
cases, “several heads are better than one”
leading most attorneys to partner with
another attorney of equal stature to build a
firm. Some of this may be built out of fear
as most attorneys are schooled solely on
how to practice law and seldom receive
any training towards managing a business.
Instincts in most cases would dictate that
it's better to find someone to share the bur-
den and the responsibilities. But with the
right business mindset, a focused firm, a
solid business plan, the right team, a
deployed staff and the ability to delegate
the management of day-to-day operations,
being a solo owner can be awise choice.

Small firm partnerships are also finding
that being small in today’s world can be an
asset. With smaller and simpler governance
structures and focused practices they can
innovate and implement faster than larger
firms. Many larger firms are often charac-
terized by:

n Poor, sow, and ineffective desion
making

n Ineffective firm leadership and

governance

Internal politics and infighting

Micromanaging

Management by committee

Lack of influence and ability to

effect change.
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Challenges

The 21t century is presenting law firms
with new challenges (Olmstead, 1998). The
general business economy is in turmoil and
law firms are facing new risks and uncer-
tainties. Clients are no longer tolerating
arrogance and mediocre services. Clients
are holding law firms to higher service
standards. In order to prosper in the 21st
century, law firms are going to have to
drastically change their models for con-
ducting business. Organizational perform-
ance, effectiveness, and leadership must
rise to higher standards. General manage-
ment, problem solving, and action taking
skills must be enhanced. Firms will have to
improve their overall marketing initiatives.
Thiswill require many firms to improve
their overall management effectiveness and
use every management tool available. Law
firmswill need to identify “best manage-
ment practices’ that can be employed to
enhance management effectiveness.

The biggest challenge facing solo owners
and partnersin small firmsisthe constant
need to develop innovative ways to stream-
line productivity and improve the firm's
bottom-line, while at the same time, main-
taining a proactive leadership rolein the
firm. This can sometimes be a daunting
task for even the most organized and
focused leaders. To help keep things in
check many sole business owners and
small firm partners are using business plans

to focus and direct their firms. Business
plans are helping firms gain direction and
ultimately improving productivity, prof-
itability and organizational focus.

Law firms rely on business plans to help
steer the firm so that solo owners and part-
ners can focus on practicing law. Juggling
between clients and playing the dua role of
practicing attorney and managing attorney
isadifficult task and having a plan to help
steer the firm has proven helpful for many
firms. Having an effective roadmap helps
keep the firm running in a straight line
towardsits goa's and helps avoid a crisis
management mentality.

Why Have A Business Plan

One of the mgjor problems facing law
firmsis focus. Research indicates that three
of the biggest challenges facing profession-
alstoday are: time pressures, financia
pressures, and the struggle to maintain a
healthy bal ance between work and home
(Canfield, 2000). Billable time, non-bill-
able time or the firm’s investment time,
and personal time must be well managed,
targeted and focused. Your time must be
managed as well.

Today well-focused specialists are winning
the marketplace wars. Trying to be all
things to all people is not a good strategy.
Such full-service strategies only lead to
lack of identity and reputation. For most
small firmsit is not feasible to specialize in
more than two or three core practice areas.

Based upon our experience from client
engagements we have concluded that lack
of focus and accountability is one of the
major problems facing law firms. Often the
problem is too many idesas, aternatives,
and options. The result often is no action at
all or actions that fail to distinguish firms
from their competitors and provide them
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with a sustained competitive advantage.
| deas, recommendations, suggestions, etc.
are of no value unless implemented.

WEel| designed business plans are essential
for focusing your firm. However, don’t
hide behind strategy and planning.
Attorneys love to postpone implementa
tion.
n FHnd waysto focusthe firm and foster
accountahility from all.
Keep Srategy and planning smple.
Undertake afew projects at atime
that can beredidicaly accomplished.
Delegate tasks across the firm.
Build upon initial successes and
move to more complex strategies,
which will require more difficult
degrees of change.
n Adopt management structures that
enable the firm to act decisively
and quickly. Replace structures
that do not support such a culture.

What Is A Business Plan

A business plan is no more than a roadmap
for your business. Developing a business
plan islike planning a trip when you know
there will be detours along the way — you
just don’'t know where. You would plan the
trip by mapping the route, fully aware
you’'ll have to make changes frequently.
Operating a law firm without a business
plan islike taking atrip without atrip plan.
You will end up somewhere — but possibly
not where you want to be. So just like plan-
ning a trip — you prepare atrip plan for
your business and then work the plan and
deal with detours when they occur.

Elements of an effective business plan
should include:

n Dedsion asto direction of thefirm
Data collection and review
| dentification of problems/
opportunities/key issues

n Action plans
Implementation and follow-up
mechanisms

According to a recent survey conducted by
the Lega Marketing Association (LMA),
59% of the responding law firms (ranging
in size from the largest to 45 attorney
firms) have formal written strategic plans
and 55% have marketing plans. (Survey,
2001). Smaller firms have a much lower
experience. In our experiences with smaller
law firms we are finding that fewer than

15% have formal written strategic or busi-
ness plans.

| consider success to be achievement of
measurable results as evidenced by
achievement of the goals and objectives
outlined in the plan and actual implementa-
tion of action items. Lawyers and law firms
seem to do better at planning than they do
at implementation. Larger firms usually are
more successful in implementation due to
availability of management resources, lead-
ership and functiona governance. Smaller
firms tend to have problems with imple-
mentation. In fact, we frequently recom-
mend that a firm address other manage-
ment iSsues prior to engaging in strategic
planning. If afirm is having problems
implementing day-to-day operational deci-
sions the firm will not be effective in
implementing strategic planning initiatives.

Larger firms have the resources to develop
strategic plans, marketing plans, and the
like. Smaller firms do not have the time or
the resources to devote to elaborate plan-
ning. For smaller firms we suggest that the
process be kept simple and that asimple
business plan be developed and used for
marketing aswell as al other areas of
interest.

Where To Begin

Begin with commitment. Solo owners should
make asdf commitment to fully engageinthe
process and deve op habitsto faithfully work the
plan. In smal multi-attormney firms the partners
should make alike commitment. In thesefirms
business plans should be developed at thefirm,
practice group, and individud attorney levels.
Once a commitment(s) have been made it
istime to start the following process of
developing your business plan:

Step 1 — Direction of the Firm

Begin by completing (all owners and part-
ners) the Business Planning Questionnaire
(Appendix A). With more and more attor-
neys struggling with personal and work life
balance issues, planning must examine
both personal and professional aspects.
After defining persona godls, vision state-
ment, and personal action plans use the
guestionnaire to focus on the firm and
define the following:

Firm Mission Statement

Write a mission statement. The
firm mission statement should
answer questions such as what is
our purpose, what services do we
provide and whom do we serve?
What are our values and beliefs?
In other words what are we selling
and to whom?

Firm Vision Statement

Write avision statement. The
firm vision statement is a picture
of where and what the firm wants
to be in the future What do we
want to be? How do we want to
be seen? As a roadmap for the
future it represents the major areas
of the firm including: marketing,
client service, practice areas,
human and operating resources,
compensation, governance, etc.

Firm Goals

Write out and list your goals
for the next five years. Your
long range goals should tie
directly and be consistent
with your mission and vision
statements. Each goal should
focus on one area of concen
tration and describe what is to
be achieved. Goals follow the
following SMART system:

S —they should be specific

M — they should be measurable
A — they should be attainable
R —they should be redlistic

T —they should be timely. In
other words associated with a
completion timeframe.

Step 2 — Data Collection and Review

Review documents and collect datato show evi-
dence of problemsand opportunitiesaswel as
firm strengths and wesknesses For example:

External

1. Information on competitors
2. Views and attitudes

obtained from client satisfac
tion surveys

3. Views and attitudes

obtained from non-clients

4. Demographic changes — legal
service market growth rates,
market trends, changesin




client needs and desires.

5. Key trends in legidation and
regulations, in business and
technology, and in the local
economy that could effect

legal services.

Internal

1. Financia statements for past

three years.

2. Other financia reportsillus

trating:

Trendsin firm revenue growth

Trendsinlanvye and gt heedoount

Trendsin law firm profitability

Changesin key practicearess

Changssindsrribuionof revarueby

fim'stoptendlients

3. Feedback medtingswith attorneys
and office g&ff.

Poo o

Step 3 — Problems/Opportunities/
Key Issues

Using theinformeation obtained in Step 2 identify
problems, opportunities, threats and issuesthet
will havean impact upon the firm reechesits
goals

Problems
Opportunities
Threats

Key Issues

Step 4 — Action Plans

Create specia action plans designed to deal
with problems, opportunities, threats, and
issues outlined in Step 3. Provide detailed
action steps, sub-steps, responsibility party,
deadline, and resources needed. Suggest
the following format:

AdnSe Rep Derdire Reourcss

Prepare supporting documents such as a
pro forma cash flow statements and finan-
cial statements.

Step 5 — Implementation and
Follow-up

Incorporate into the plan a monitoring and
follow-up system to insure that the firm
does not fall prey to planning paralysis.

After the above steps have been completed
you should write up and work your plan.

A business plan is useless unless it is used.
Don't create a plan and simply fileit. You
must actively work your plan. Involve
everyone in the firm, delegate action items,
and require accountability. Consider it a
living document — revise it — update it —
change it as needed. Refer to it weekly and
incorporate action plan items into your
weekly schedule.
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Useyour plan asyour roadmap to your future.
Good luck on your journey.
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Appendix A

Business Planning Questionnaire

Personal Goals
This section is intended to help you identify your personal goals in the following areas: Think about the following:
1. What have been the most satisfying work-related activitiesin your life? The least rewarding
2. What have been the most satisfying aspects of your persona life? The least satisfying?
3. How does your work-related life currently affect your personal life?
4. Do you feel that you spend enough time with your family/friends?
5. Do you plan to retire? When?
6. How much money do you currently make?
a Do you want to make more?
b. How much more?
7. What aspect of the practice have been most satisfying?

8. What would you like to be doing in your work-related life in five years?

In your non work-related life?

9. Why did you go to law school?

10. What percentage of the goals you wanted to achieve by practicing law when you graduated from law school have you achieved?
11. Isyour priority being a business person or a lawyer?

12. What field of law interests you the most?

13. What percent of your time do you spend in that field?

14. What part of your law practice do you love and what part do you hate the most?

15. What other complaints do you have about your practice?

16. What one thing would you change to make your law practice more satisfying?




a Why haven't you changed it?

b. How can you go about changing it?

Specific Personal Goals

Your personal goals should tie directly to your persona vision statement.

Financial

4,
5.

Business/Career

4,
5.

Fun Time

4,
5.

Health & Fitness

4.
5.
Relationships

1




4,
5.

Personal

Contribution

4,
5.
Personal Vision Statement

The mission statement should answer the questions: What my purposein life? What do | want to do with my life? What are my core
value and principles? What are the driving forces that make you unique as an individual ?

Personal Action Plan

Firm Mission Statement

The firm mission statement should answer the question. What's our purpose as a firm? What services do we provide? Whom do we
serve? What are our core values and principles? It should focus on broad rather than specific areas, but identifies the driving forces and
values of the firm that makesit unique. It should use clear language.




Vision Statement

The vision statement should answer the questions, “What do we want to be? How do we want the world to see us?’ As afuture plan it
represents the major areas of the law firm: client service, practice areas, human and operating resources, compensation, governance, etc.

Firm Goals

This section is designed to help you focus on firm goals. It is concerned with your view of what the long range broad goals should be.

Goals should tie directly to the mission and vision statements. Each should focus on one area of concentration and describe what isto be
achieved.

1

2.

9.
10.

External/Internal Firm Review

External
1 Legal services market growth rates, market shares, market trends.
2. Facts and information on competitors.




3. Views and attitudes of clients.

4. Views and attitudes of non-clients.

5. Key trends in legislation and regulations, in business and technology, and in local economy that could affect legal serv-
ices.

Internal

1 Trends in firm revenue growth.

2. Trends in lawyer and non-lawyer headcount.

3. Trends in firm profitability.

4. Trends in growth and profitability for key practice areas.

5. Trends in firm cost and efficiency.

6. Trends in productivity by category of personnel.

7. Trends in selected financia and operating areas (uncollected fees, work in progress, staffing leverage, etc.

8. Distribution of revenue by industry or practice classification.

9. Distribution of revenue by top clients.




Strengths & Weaknesses

These are strengths and weaknesses, identified from the data above, that represent a competitive advantage or disadvantage to the firm.

1.

2.

3.

4,

5.

6.

7.

8.

9.

10.

Key Issues
General
1.
2.
3.
4,
5.

Organizational
1.

2.

3.

4,

5.

Marketing

1.

2.




Client Service

4,
5.

Product & Services

4,
5.

Financial

Human Resources

4,
5.
Technology
1.

2.

10




Other

4.

5.

Action Plans

Implementation Schedule

Budget

Pro-forma Financials

Other

11
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