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Executive summary

WHEN THE idea of this book was first
suggested, | thought that | would be writing
about the reasons why the legal sector was
changing and how rationalisation would
force firms together. | was also going to
write a lot about the Legal Services Act and
how commodity law and consultative law
were going to separate. To an extent | have
covered some of these issues but | found the
legal sector changing so quickly that | would
have been reporting on something that was
already happening. As | progressed | found
myself becoming more and more focused
on how mergers should be handled to get
the best outcomes. | was acutely aware that
there are a lot of mergers that have not
worked. That is, they have not produced the
results that were expected. | wondered why.

| spend my time these days exclusively
consulting to law firms and putting mergers
together. Having been a management
consultant for most of my professional career,
| find the legal sector the most inferesting
and the most challenging. Lawyers are polite,
helpful and stimulating. They are, by definition,
intelligent and able to absorb knowledge. If
there is a downside, it is their reluctance to
get specialists to help in times of uncertainty
or when faced with a need for new skills.
Management consultants do not necessarily
apply a great deal of intellect to problems.
They are purveyors of best practice. They put
into effect processes and practices that have
been used before and have been proven fo be
the best solutions. It is a bit like lawyers relying

a lot on precedent as they practise law.

So having decided that the legal sector
knew all about what was happening with
mergers | thought it best to focus on what
makes mergers work and be successful. |
decided that | should provide methodologies
and ideas that | know have worked in the
past. | have tried to accentuate the most
important concepts and provide more
comment on the ideas that will make these
concepts work.

The headline issues vary from merger to
merger but the following are the ones that

every merger will encounter:

B Merger strategy — why merge?

B Culture — will you fit together?

B Finances — will the merger produce
better and sustainable profitse

B Manage the stakeholders — this is all
about people; and

B Follow a known process — avoid learning

curve pain.

One of the first things to accept is that the
reasons for wanting to do a merger must
be very clear and must be part of a firm’s
strategy. Opportunistic mergers are usually
not the best solution. They tend to have no
real foundation except that they are readily
available. Mostly these transactions are
conducted in haste, with little examination of
the real issues.

As you start examining potential merger
partners, make sure they fit your strategy. Do
not waste time chasing after firms outside

your ideals. This certainly applies to culture.
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Trying to merge two firms that have different
cultures will never work. If you cannot come
to terms with the whole culture concept,
think about values and this will lead you to
the culture. A merger between a firm that
wants 85 per cent utilisation and another
that seeks a work/family balance is going to
be difficult. Remember that these firms have
built up their cultures over many years and
breaking them down will take time, money
and pain.

The financials should be top of the
agenda. Mergers only work when the
numbers work. It is hardly a good start for
the future if one of the parties is subject to
a distress call from the banks or if one set
of partners is asked to drop their income
to accommodate the others. The section
on profitability highlights how you can
achieve financial stability from a merger. If
you cannot be totally convinced that there
is financial sense, there is little point in
continuing. Do not underestimate the cost of
the transaction and the effect it will have on
your cash flow.

The other vital area to cover is
stakeholder management. You should
remember that there is a great deal of
change in the air during a merger. Everyone
involved is concerned about their future, not
necessarily whether they will have a job but
how change will upset their equilibrium. Most
people like routine and predictability. The
chapter on stakeholder management should
be used as a base for your own plan and it
should fold into your communications and
integration plans. Miss this out at your peril!

Merging two firms together is a change
management project. It should be treated as
such. It should be run by a leader and follow
a process. During such a project the fee
earners should be focusing on the clients.
They should be charged with keeping the

income up to expectation.

Finally, make sure that you measure your
outcomes. During the creation of NewCo's
operating model and business plan you
will use various key performance indicators
(KPIs) and measures. These figures should
be used as benchmarks as you measure
your progress. This is known as ‘business
plan tracking’. Most merged firms avoid this
important process and then forget many of
the promises they made to their stakeholders.
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