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CONSIDERING THE HUMAN ELEMENT IN LAW FIRM MERGERS

by Susan G. Manch, Shannon & Manch, L.L.P.

It is difficult to pick up alegd trade publication without reading news of yet another law firm merger or
seeing an article describing the defection of apractice group from onefirm to another. Following corporate
trends, law firms have been eager participants in the recent movement toward the creation of so-cdled
"megafirms." A booming economy with legd work scaed to the benefit of larger firms personnd resources,
the lure of economies of scae in an increasingly competitive market, the desire to expand into new

geographic markets, and an eroding sense of thetraditiond loyalty once felt among partners are among the
factors that have and will continue to contribute to the recent "merger mania' within the legd world.

For the mogt part, larger firms are often able to be competitive in waysthat smdl firmsarenot. Andfirms
with a broader range of practice specidties offer clientsthe ease of providing a"single source”, something
not available from a boutique law firm. Well-planned, Strategically appropriate mergersor practice group
acquigtions can be a profitable way for a firm to grow, expand its practice areas, or establish branch

offices. So merge if you must, but before you do, look a more than just the bottom-line profitability
equation. Be certain to include your people in the planning equation. Firms often neglect the most criticd

pre-merger andysisof dl--acareful review of the many waysinwhich amerger will effect thegrestest asset
of the professona services firm, the attorney personnd and the management systems within which they

work.

COURTSHIP AND MARRIAGE

Thejoining together of two law firmsisamarriage of sorts. Thetwo entitiesusually take part ina" courting”
ritual of some sort, involving the sharing of intimate details (read financid statements, client information, etc.)
about each other. They learn moreabout the god s each hasfor the future and discuss how they might meet
such godstogether. They often find many smilaritiesin purpose and substance, but they may dsofind they
are as different as individua entities often are. Each will have its own unique persondity, way of doing
things, reputation among peers, and set of vaues and biefs. Because of this, a bit of "pre-maritd
counsdling” may bein order. Mogt firms could benefit from astructured review of al aspects of the coming
nuptias, induding an intense look a the people factor, the merging of two groups of atorneys and the
processes that manage them.

Tdk to any lawyer who haslived through amerger of onesort or another and he or shewill probably groan.
Probably quiteloudly. Boththemerger and themergee (if | may coin such aword) suffer apersona loss.
Mogt law firmstoday are till collegia enough that partners know one another by face, if not by name, and

most have afondnessfor the overriding culture of thefirm. In the wake of amerger, you sometimes find

you have the difficult combination of radicaly different cultures colliding with one ancther and afirm full of



attorneys who do not (and may not care to) know one another.

IMPACT OF POOR PLANNING

Themaost common effectsof afirm merger that failed to consder the unique dynamics of the attorney culture
and address questions regarding personnd management philosophiesand systemsasapart of the strategic
merger plan indude the following:

A loss of firm-wide identity and fedings of belonging
Power gtruggles among internd factions
Attrition due to a perceived lack of stability

Misunderstandings regarding performance dandards, compensation, and
requirements for progress

Attorneys who fed powerlessto affect their own future

As you may imagine, results such as these are not the foundation upon which you will be able to build a
gtrong, viable business entity. These results speek to theimportance of considering the human eement of a
proposed merger in conjunction with consideration of the strategic and financia impact.

If your firm is thinking about merging with another firm, you have much work to do. If you have areedy
merged and have experienced some of the disturbing results noted above, take heart--it isnot too late to
addressthese concerns. But you cannot wait too long, lest the best and the brightest decideto seek stability
elsawhere, while the firm suffers through its growing pains.

PRE-MERGER DUE DILIGENCE: THE HUMAN SIDE

If your organization is consdering a merger with another, consder these e ements that have impact on the
management of atorney personnel. Not only do you need to consder the differences that exist in the
philosophiesand systems of both firms, but even moreimportantly, you must try to predict the requirements
of the new merged entity. Thefollowing represent themost critica atorney personnd management systems
and key issues for consderation:

RECRUITMENT

What are the selection criteriaused in the hiring process by each firm? Most firms have devel oped
alig of attributes they hope to find in candidates who will come to the firm. They have chosen
these characterigtics as what may be caled predictors of success in their firm. How are these
criteria weighted and gpplied? For example, are grades more important for one firm and



personality the key in the other? Or does one firm prefer hiring only students from a
particular law school, while the other firm prefers hiring only laterals?

Usudly, the unique aspects of an organization's recruiting process are tied to past predictors of

success in that firm.  In addition, managers have the difficult task of predicting the demands
presented by the new organization (the merged entity) and determining whet factorswill influence
the success of its attorneys. Firm managers will want to look at a profile of their current attorney
group and view them from the perspective of future demands. Will attorney responsibilities be
changed? Will new demands be placed upon individuds for practice development or team

management? Will thefirm require new performance sandards (e.g. billable hours minimums) that
are currently left to an attorney's discretion?

PERFORMANCE APPRAISAL

Performance appraisa isawaysan issuefor attorneys becauseit isinextricably tied to progressin
the firm and compensation decisons. Each firm has its own manner and style of evduating its
atorney personnd. Some firms do it biennialy, some once per year. In some firmsit isa
rudimentary discussion of sdlary and progress, and in someit isadevel opmentd discusson of gods
andtimdines. Somefirms use an associates committee, some have supervising attorneys evauate
their subordinates directly.

Because it is one of the most important eements of a firm's attorney management process, timely
decisions should be made regarding both the philosophy and process by which attorneys will be
evauated in advance of the merger.

TRAINING AND DEVELOPMENT

Mogt attorneys would agree that a firm's commitment to ahigh level of professiond development
for dl legd saff isakey factor in continued job satisfaction. Ranking professond development as
moreimportant than money and career advancement in job satisfaction, most associatesin law firms
seek and demand acomprehensive plan to develop their legd skills, to enhancetheir ability to take
on greater respongibilities, and to alow them to rise to new chalenges.

Firms must take a careful look at the types of professona development programs each has in
place, with an eyetoward integrating the best eements of each into anew comprehensive program.
Adminigrators charged with professona development responsibility can use this opportunity to
evduate the effectiveness of their current program, to compare both its structure and leve of
effectiveness to that of the merger partner, and to design a new program that will meet the
combined needs of the new attorney body.

PROGRESSTO PARTNERSHIP

Does your firm have atenyear track to partnership, while the other firm makesthese decisons at
the seven-year mark? Are you still making equity partners? In dl practice areas? How will the
influx of new practice specidties or new partners affect the potentia for current associatesin both
firmsto be extended partnership offers? What are each firms partnership criteria? Arethere both



equity and non-equity partners?

What about Of-Counsel and contract wyers, part-timers and tdecommuters, or any specid
agreements or unique personne arrangements that may set precedents for the new organization?
Do you have a nepotism policy and they don't? Are Of-Counsdl dlowed to remain on partnership
track?

MANAGEMENT AND SUPERVISION

To what extent are partners and senior associates expected to manage or supervise more junior
associaes in each firm, and how skilled are they in carrying out this responsibility? The best
attorney managersin each firmwill becritical to the success of any merger asthey communicate on
going news of the merger with their attorneys and team members, as they recognize and address
sgns of concern and discomfort among attorneys, and as they build the new combined team of
skilled practitioners.

Firms would be wise to single out these key managers in advance. Give them visble rolesin

assessing theimpeact of the proposed merger and in making certain of the successful implementation
of a coming merger. There will have to be agreement on how each firm views a competent

manager, and theway in which such individuds are to be rewarded in the new organization. It will

be important to consider the meansto motivate as many partners and senior associates aspossible
to manage effectively.

FIRM CULTURE

Whether aforma firm culture exists or not, each firm has its own nature and workplace identity.
Onefirm may be very "laid back," having casud Fridays, or an a@amosphere in which al atorneys
cal each other by firs name. The other firm may eschew casud dress paoliciesin favor of dark
pingtripes and wingtips, meeting the demands of frequent in-officedlient vists. Onefirm may thrive
inaculture of shared persond intimacy, where everyone knows everyone e se'spersond business,

while another may be a place that encourages friendly, but distant personal connections. The hals
of one firm may be noisy and busy, while the corridors of another may be silent as attorneys work
in solitude.

All of thesefactors make up afirm's unique cultur e and should be given serious consderationin the
joining of thetwo groups. Itisnot that dissmilar cultures cannot exist in harmony or creete aunique
new culture by their union. The point is more importantly that firms must become awar e of their
uniqueness, and recognize the va uethat individua swho work there place upon those environmental

characteridics. It will be important to learn which dements of the firm's culture are most highly

prized by thosewho work there. Failing to consder thefedings of the group may result inaculture
"calligon” that will be unpleasant for everyone.

SUMMARY

Theseareafew of the congderationsthat will be critical to the success of your merger or group acquisition.
Given their gppropriate placein the decision making process, equa consideration of the human ement of



amonumental organizationa change will pay long-term dividends for dl involved.

Susan G. Manch is a principal in the legal management consulting firm of Shannon & Manch in
Washington, D.C. Her firm specializes in consulting with legal employers on issues related to
attorney personnel management systems. She can be reached for questions or comments at (202)
293-8900.



