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Avoiding the Pitfalls

Hiring Laterals
Can Be Costly
T'o Some Firms

By Susan E. SALTONSTALL

Sprosal to The Navwonal Law Journal

LATERAL partners, If hired for the
right reasons and if incorporated prop-
erly into a firm's practice, can be &
fertile source of new business.

However, they can fail miserably if
not supported by the firm and well-
integrated. In most cases, lateral part-
ners (and perhaps senlor associates —
for those rare inatances in which they
have developed a unique niche and
reputation and have a significant cli-
ent base of their own) are sought by
firms for specific marketing purposes:

* To develop & new practice area of
specialty,

* To expand or strengthen an exist-
ing capability.

* To meet specific client needs.

* To attract national or industry
niche clientele.

* To improve profitability.

* To increase visibility and enhance
reputation

* To open and/or manage a new
office.

Many law firms have been disap-
pointed with the results of their lateral
hiring., integration and retention ef-
forts, — particularly in the areas of
marketing and business development.

In some instances, the tailure is due
to an ineffective search process or to
unrealistic expectations. In many cases,
a firm focuses on the search and not
the follow-up — l.e., once on board, the
partner is often left to his or her own
devices and not well-integrated. This
often resulls in both parties feeling as
if they had been set up for failure.

Lateral partners also can fail be-
cause firms have to pay high preml-
ums to bring in major rainmakers. As
a result, “homegrown” partners and
associates may feel threatened and re-
sentful — a situation that fuels Insecur-
ities instead of fostering cooperative
brainstorming.

In addition, many firms are unable
lo recognize and generate cross-selling
opportunities, Individual partners and
departments often operate as separate
profit centers — they coexist rather
than cooperate. Untll law flrms imple-
ment compensation systems that fos-
ter sharing and reward those who act
on the theory that “the whole Is great-
er than the sum of its parts,” laterals
will have even greater difficulty be-
coming integrated

Steps can and should be taken to en-
sure that the lateral and the firm bene-
fit fully from the assoclation. The
following scenarios are illustrations of
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how firma can fall if the appropriate
steps are not followed.
Scenarfo 1

A conservative, well-established re-
glonal firm hires a 62-year-old merg-
ers and acquisitions expert and

tive i ber from an-
other regional firm to expand the
firm's corporate practice. The firm al-
ready has a traditional and solid bank-
ing practice.

The new partner becomes chairman
of the corporate department, a depart-
ment filled with bright but young part-
ners who lack management skills.

He converts two large officea Into
one, hires two associates to do his work
exclusively, brings his secretary with
him and negotiates one of the top 10
draws In the 60-person partnership.

Twelve months later, the partner-
ship — led by a group of uneasy home-
grown partners — begins putting
pressure on the management commit-
tee to fire him.

More than half the lateral's prom-
ised business never came to the firm
because of a couple of major conflicta
that could not be resolved. The lateral
had been absent with a chronic iliness
for three weeks in the first two months,
The associates assigned to work with
the lateral were only billing 1,100 hours
a year, but were prevented from work-
ing In other areas.

Scenarie 2

A large Midwest law firm hires a
high-level, state government official.
The lateral has a few areas of general
expertise based on legislative and reg-
ulatory reform issues that were hot
during government tenure, and excel-
lent contracts in the private and public
sectors.

The partner |s given a large corner
office and assigned to share a secre-
tary who s already working with a
senior litigation assoclate.

A month later, a standard announce-

ment card is malled to clients and oth-
ers on the scant and outdated firm
mailing list.

Twelve months later, the lateral has
recorded only 600 billable hours, ap-
pears disorganized or disorlented and
the lawyers In the firm have grave
doubts about the hiring rationale.

Few of the firm's top clients, pro-
spective clients and referral sources
know that the individual has joined the
firm.

Scenario 3

A client company merges with a
larger company. The general counsel
of the smaller company (the firm's cli-
ent) gets pushed out. The individual is
60 years old, has been out of private
practice for 15 years, has a good repu-
tation profesasi lly and 11 80-
clal contacts, but has difficulty In the
job search.

The firm hires him to open a branch
office In a suburban location, an
emerging corporate center. The firm
provides all support: secretaries, law
clerks, and top management and rain-
makers for Introductions to contracts.

Two years later the office Is forced
to close. The lateral has been unable to
generate significant business from his
social contacts and the business envi-
T t has b too P
too quickly: Other firms opened officea
there with four to five attorneys. The
lateral’s skills are not responsive to lo-
cal business needs and do not mesh
with the firm’s areas of practice.

There are ways to avold many of the
problema cited In these and other simi-
lar scenarios. In order to achieve mar-
keting goals by hiring and succesafully
integrating a lateral partne:, the firm
must be organized and thorough In all
three phases of the procesa: the prehir-
Ing analysis, the search and selection,
and the post-hiring activities and
integration

In its prehiring analysis, a firm
should:

Confirm the reasons for meeded ex-
pertise. At the outsel, firms must spend
time analyzing the rationale and prac-
ticality of developing a new specialty
area. Often, a firm will hire a lateral
with a particular expertise because
other firms are developing this area.

Firms occasionally hire a lateral
partner because he or she has been ap-
proached by a personal friend or client;
the lateral partner often is someone
who has been phased out of &8 company
or government posilion and who is
looking for a transition Lo retirement,

While a few such hires can bring a
eertain marketing value and other pos-
itive qualities to the firm, firms should
proceed with caution and full aware-
ness about the risks of hiring such &
person

Instead of being reactlive, decisions
to hire a lateral partner should be cli-
ent-driven, compatible with the firm’s
existing services, and profitable in the
short and long term.

For example, the firm should ana-
lyze how frequently this Lype of work
has been referred out to other firms or
turned down (this assumes, of course,
that this has been tracked — not al-
ways a safe assumption) and about
how much this turned-away business
represents in dollars.

Analyze the erternal environment
Before embarking on the expensive
and time-consuming proccss of devel-
oping or expanding a particular area
of expertise. the firm must examine
the external environment

Markel Research

A firm should conduct at least some
minimal market research to find out:
specific information about proapective
client needs in this area of expertise,
whether other law firms are providing
this service, whether other firms
would have an unbeatable advantage
{lower fees, entrenched reputation, ag-
gressive style), and what the trends
will be in the next three to five years,
This information must be solicited
from outside sources, not projected or
speculated about by the lawyers in the
firm.

Analyze internal factors. A firm
would be wise to do some internal re-
search as well. It may be that a part-
ner or an associale in the firm has
prior experience in this field or has a
closely related skill that is transferable.

Firms should consider developing
the expertise internally in certain
circumstances

Other internal efforts include identi-
fication of potential candidates
through existing contacts, consider-
ation and resolution of any potential
negative impact hiring laterally will
have on partners and associates, and
assessment of necessary associate and
staff support and other resources.

Define expectations. Firms must get
specific about what it is they expect
from a lateral partner. Most critical
but most often avoided are focused dis-
cussions concerning mutual expecta-
tions about compensation, future
business generalion and actual busi-
ness which the lateral will bring to
the firm.
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How to Integrate Laterals Successfully Into a Firm

Key Factors

Important factors include whether
the individual is expected to develop a
new practice and client base or to
serve existing clients. In many (failed
cases, expectations of laterals have not
been well-articulated, nor were later-
als held accountable.

Both the firm and the lateral partner
should set forth in writing their short-
and long-term expectations, responsi-
bilities and necessary resources in the
form of a business plan.

A document that synthesizes the
standards, needs and projections of
both parties should be drafted and cir-
culated to the partnership in advance
of the partnership vote. Stating mutual
commitments and expectations in writ-
ing should not bind either party to Ir-
revocable expectations, but should
lend greater sensitivity and account-
ability to the process.

Develop hiring crileria. As with ex-
pectations, firms frequently are lax
about specifying what qualifications
they seek in a candidate. Lawyers as-
sume that when there |s a natural fit —
the right chemistry and all the right
“numbers” — they will know {t. Chem-
istry, however, consists of too many
important factors to allow gut instinet
and statistics alone to direct the
decision.

The firm should develop specific hir-
ing criteria and position factors in or-
der of priority as they apply to the
particular firm and situation.

Important Qualities

In addition to legal skills, business
development and compensation expec-
tations, qualities to consider might in-
clude personality, personal objectives,
compatibility, character, ethics, style,
management approach and abillty,
maturity, repulation, ability toact asa
mentor, abilities, business develop-
ment philosophy and approach, experi-
ence, political connections, ability to
keep a certain number of associates
busy full time.

Establish a hiring process. Again, too
often in large firms, the left hand doea
not know what the right hand is doing.
The prehiring research and the hiring
process often are dome without full
management endorsement or absent a
systematic approach,

The firm should be organized about
its search — especially regarding the
choice of a headhunter, the selection of
who will be involved in the procesa
tboth as decison-makers and as sell-
ers), how the process will proceed, and
what information will be exchanged
and reviewed.

Although the firm musi scrutinize
candidates thoroughly, firms also
must focus energies on marketing
themselves to attractive candidates.
This requires-organization and follow-
through.

One person should be designated to
be responsible for this, and hiring
problems should be anticipated. For
example, will the firm be able to at-
tract top candidates for this position?
If not, will the problem be related to
compensation, the firm's image, per-
sonalities, management style, the qual-
ity of clients, the quality of legal
services, the {irm's location or its facil-
ities? How will the firm respond to
these concerns?

Second Phase

A firm In the process of searching
for and selecting candidates should:

Carefully review the candidate. In
their enthusiasm for a candidate or out
of r t for a colleague, lawyers of-
ten do not probe for critical informa-
tion. There Is tendency to overlook
blemishes or ignore concerns. But
firms must carefully scrutinize any po-
tential lateral entrant, even those
known to have major business and
whose hire would represent a coup for
the firm.

Factors such as the individual's eth
ics and values, reputation in the local
state or federal bar, personal or health
problems, “hidden agendas,” work
habits (billable hours, commitment to
marketing and management, vacation
expectations, support needsa) and what
the individual seeka in a new firm and
environment will all be key as to
whether the newcomer will be well-re-
ceived and successful.

Carefully review the individual's cli-
ent base and practice. Out of respect {or
their colleagues or for fear of bruising
egos or breaking confidentiality, law-
yers Involved in lateral searches often
avold reviewing this critical area.

There Is a tendency to conduct a cur-
sory review of client data and to accept
the candidate’s word that a specific
amount of business will be brought
with him or her — especlally for well-
known, successaful rainmakers.

A firm must review the Individual's
billing and collection histories over the
past three years, look at the trends in
service and profitability for these cli-
ents, and study leverage and other fi-
nancial factors.

Check References '

While remalning sensitive to confl-
dentiality, the flrm must seek client
references and encourage candid dis-
closure. If the lateral |s bringing cli-
ents along, the firm must carefully

check for conflicts and resolve them to
the extent possible.

Discuss marketing in depth. This
area is where most firms fail. Some
firms may be proficient at analyzing
the candidate's billable hours history
and assessing personal and profeasion-
al qualities. But few ask for specifics
about how the candidate will develop
business, with what human and finan-
cial resources, when it will be begun
and how long it will take.

Many times this discussion s held, if
at all, after the individual has been at
the firm for several montha and is be-
ing reviewed for compensation adjust-

ment. Rather, this discussion should be
held during the hiring process.

Perhaps part of the firm's policy on
lateral partner hiring should include a
stipulation about a trial period.

Some firma hire laterals in an of
counsel capacity or as non-equity part-
ners. The individual Is reviewed at the
end of a two-year period and may or
may not be elected to {ull equity
partnership.

This system, which Is appiled to all
laterals (even the known stars), is
more effective when a business plan i=
written and evaluated, which allows
the homegrown partners to judge the
individual by objective and measurable
standards, rather than by emotion

Without mutual commitment to time
and the necessary resources, business
development efforts and successes will
not be measurable.

The lateral and the firm partners
should jointly devise the plan of action
and clearly articulate policies ahead of
time. This will ensure that the indlvid-
ual is aware of expectations and of
what must be accomplished in order to
achieve the firm's objectives as well as
his own.

Third Phase

There are several things a firm
should do to prepare a lateral partner
for his or her entry into the firm.

Communicate immediately and be-
gin planning. As soon as a lateral can-
didate has formally accepted the offer
and his or her resignation has been
accepted at the former firm, the new
firm must communicate with ita law-
yers and stafl.

Start the tone off right by informing
the staff before the news Is heard
through the grapevine. Additionally,
lawyers should begin brainstorming
about client development, and about
cross-selling opportunities and promo-
tional activitiea.

Administrators also must set other
wheels Into motion, such as the ar:
rangement of office space, secretarial
support, needs for associales, market-
ing needs, elc.

Prepare a marketing action plan.
Shortly after accepting the offer (as
much as four to six weeks before join-
ing the firm), the lateral partner, with
the marketing committee or market-
ing director, should develop a six-
month marketing plan. It should
include the firm's, the dopartments’
and the Individual's markeling activi-
ties related to his or her arrival and
the first six to 12 months of practice.

Action items included in the plan
might be: proactive and reactive strat-
egiea for dealing with the media (eg.
why Is he leaving Firm A and why is
he joining Firm Bj; the development of
a positioning statement, promotional
activities; meetings with other lawyers
in the firm; and introductions to tar-
geted firm clients. Other activities
could include introducing the lateral’s
clients to other attorneys within the

firm, planning receptions, developing
promotional materials, establishing
professional networks and organizing
marketing efforts.

Visits to the firm's offices and client
offices, if appropriate, should be in-
cluded in this plan.

Restate Goals

The six-month marketing plan also
must restate the individual's goals and
targets as well as those methods the lat-
eral will use to achieve the objectives.

This plan should be devised in con-
cert with the individual's business plan
discussed above. The requirement for
a lateral partner to develop a personal
business plan should be consistent with
the firm's policy for all partners.

Orientation. Partners tend to assume
that laterals know everything there s
1o know about lawyering and about the
practice of law,

The reality is that every firm |s
unique, and lateral partners should be
treated no differently from the new aa-
sociate in terms of how they are inte-
grated into the firm.

It anything, the lateral should re-
ceive a more comprehensive orienta-
tion. He or she should be given a
thorough introduction to the firm’s pal-
icies and procedures, committes gov-
ernance structures and memberships,
facilities, library, automation systems,
lelephones and support services,

Special meetings might be focused
on billing, timekeeping, management
reports, associate and paralegal as
signment processes.

Many Chiefs

Orlentation to the firm will be espe-
clally critical for laterals coming from
the government or political sector. A
government official may be accus-
tomed to being “the chiel,” with a gen-
erous size staff of specialists. This
person may nol have dirtied his or her
hands in a while.

Aa a partner in a law firm, one is
among many chiefs, and the adjust
ment |s difficult. The general assump-
tion that the lateral’s reputation and
connections will carry him or her ia
usually wrong.

Firms should be aware that these
individuals often need guidance on
how to use their time effectively, how
to transfer theoretical thought to actu.
al practice, when to use and charge fer
special “chita,” and how to turn shoul-
der-rubbing and contacts Into business.

This guidance can take many forms
— early and regular reviewsa by the
executive committee, informal one-on-
one disc or special business de-
velopment meetings — depending on
the relationships and needs in each
situation,

Failed “marriages” are expensive,
both in terms of linancial cost and in-
stitutional collegiality. Many firms point
the finger at the lateral for promising
more than he or she could deliver, for
having an incompatible personality
and style, and for bringing expertise
which was in reduced demand In the
marketplace.

Making verbal and written commit-
ments upon hiring lateral partners can
prevent disappointing resuits. To make
a lateral partner a marketing success,
a firm must not rely solely on the lat-
eral: It must systematically incorpo-
rate the individual into the firm and
into the firm's marketing plan




