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Executive summary
THE LEGAL industry continues to undergo
major change due to economic pressures,
client demands, a rethinking in pricing
behaviors, and technological advances
(to name but a few of the myriad sources
of disruption to traditional legal practice).
Possibly for the first time in several decades,
a comprehensive rethinking of how legal
work is priced and staffed, and how lawyers
and partners should be evaluated and
compensated, is underway.
Even if a firm’s compensation scheme
has been working well for years, it is now
worth taking the time to review the current
system to ensure that it is best aligned with
the firm’s goals, business objectives, and
market realities. While compensation can
be a thorny issue, the success of a law
firm ultimately depends on the success
and satisfaction of the partners within it.
Plus, it is already predicted that an upswing
in the economy means that partners will be
placing a greater emphasis on compensation
going forward.
In addition to partner expectations,
the ongoing pressure on pricing and the
billable hour means that clients are paying
increasing attention to all aspects of law
firm management. Up until now, most clients
have not paid much attention to how law
firms manage themselves and compensate
their lawyers, but this may change. In an
age of increasing scrutiny, it is not a stretch
to envision that clients may become more
sensitive, not only to law firm pricing and
processes, but to how a firm is managed

and to the behaviors a firm recognizes
and rewards.
So what does this mean for law firms?
The simple answer is that a comprehensive
rethinking of how legal work is priced and
managed, as well as how it is compensated,
is needed. Partner compensation clearly
must be brought into line with what delivers
the best results for clients and the most profit
for the firm, yet firms are often confused
when it comes to aligning profitability with
compensation. A law firm's compensation
system should also be aligned with its
strategic goals and should clearly express the
firm’s top priorities. What exactly does the
firm reward? Is there a traditional emphasis
on billable hours, or is the focus on new
work and new clients? How is compensation
allotted between these?
The need to achieve all of these goals
when setting a compensation scheme
may seem unattainable, and many firms
may struggle to identify not only the most
important but the most suitable criteria for
their compensation plans.
This report therefore provides expert
and candid views from industry experts
concerning ways to successfully adapt
compensation schemes to match firm results
with their goals. The design (or redesign)
of a law firm’s compensation scheme is a
difficult task and the aim of the report is to
answer important questions such as:
 How a law firm can align a compensation
system with strategic goals;
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 How to align profitability and
compensation plans;
 How to align compensation with client
priorities; and
 How different pay for performance
schemes can be used.
As a starting point in looking into
compensation trends and issues within law
firms, the report begins with a review of the
results of the 2012 ‘Partner Compensation
Survey’ by Major, Lindsey & Africa (MLA).
Jeff Lowe (global practice leader at MLA
and author of the survey) summarizes the
most relevant results from the survey and
highlights useful information on ongoing
compensation trends and sources of
dissatisfaction that all firms should be
aware of.
Following on from this, advice is
provided on the key topics to consider when
reviewing and designing a compensation
system. As a very important starting point,
tips are provided on sizing up a law firm’s
compensation acumen, with suggested tests
for assessing this compensation acumen
within a firm.
The process of identifying and defining
the main criteria a firm needs in order to
determine partner compensation and the
aspects of the most successful compensation
systems are also explored in the report.
Advice is shared on partner compensation
criteria and the responsibilities of the
managing partner or members of the
management and compensation committees
when determining compensation.
Behavior is key when assessing any
compensation scheme and one of the expert
contributors warns against mixed messages
when setting compensation, and underlines
the need to clearly define what behaviors
will be rewarded. The article takes a close
look at the questions firms need to ask when
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setting a compensation plan that works for
the firm and the steps they need to take as
a result.
Suggested approaches are shared with
regards to aligning a firm’s compensation
system with client priorities (which, at the
same time, would promote enhanced
profitability, stability, and professional
satisfaction), or, from a different viewpoint,
aligning compensation with firm pricing
and profitability.
The importance of aligning
compensation with the firm's strategic
plan is underlined throughout and the
differences between formula-based,
subjective-based, and combination
systems are also explored.
The question of compensation is
clearly a challenge that other professional
service firms have faced also, and one of
the contributors asks what law firms can
learn from accounting firms and examines
the ways that CPA firms are creating
compensation systems that are tied to
strategic initiatives. Examples of firms that
have created and implemented such systems
are provided (including a tiered reward
system, the system in a mid-sized firm, and
using the balanced scorecard).
There are countless ways to share
the compensation pie and what works
in one firm may not work in another.
However, with expert contributions from
August Aquila (Aquila Global Advisors,
LLC), Thomas Berman (BERMAN &
ASSOCIATES), Toby Brown (Akin Gump),
James D. Cotterman (Altman Weil),
Arthur Greene (Boyer Greene, LLC),
Joel A. Rose (Joel A. Rose & Associates Inc.),
Michael Roster (co-chair for the Association
of Corporate Counsel’s Value Challenge
and formerly managing partner of
Morrison & Foerster’s Los Angeles office),
and Julious P. Smith Jr (Williams Mullen),
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this report provides different options on the
best approaches a firm may use. The advice
and opinions shared will help firm leaders
in identifying the most important factors for
their compensation system, and will help
towards the design of a system that is
aligned with current and future business
realities and the goals and objectives
of the firm.
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