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Objectives of presentation

Show how innovation management methods have been applied to
professional services, specifically in UK law firms, in consulting projects
from 2005-2011 and share the lessons learned.
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Since 2005 we have been helping UK law firms improve their competitiveness through
innovation, by applying and adapting proven innovation and re-engineering methods

Requirements
Law Firms have a need to improve their competitiveness through innovation.

Challenges

Service innovation is not well researched and there are limited amounts of
proven methods. ‘Service Design’is still in its infancy. We have adapted
proven methods in product innovation and in re-engineering for law firm
requirements.

Law firm experience

We have studied 16 major UK law firms for their innovation and worked with
a further 6 to develop their competitiveness through innovation projects.

Examples of projects performed

eEstablishing innovation processes and supporting organisation
e|mplementing a balanced scorecard to measure innovation
eDeveloping a yearly ‘Firm Jam’ online brainstorming event
e|nnovation workshops in multiple departments and sectors

eVision and Strategy development using strategic road-mapping

eDevelopment and re-engineering of legal services
e.g. Due Diligence, Probate, Employment, Insurance, Inquests, Property
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Law is big business and yields high profits for UK firms

10 largest law firms in the world measured by 2010 revenues!™]

Rank

P B N Y R Y S

Firm

Baker & MckKenzie

Skadden, Arps, Slate, Meagher &
Flatm

Clifford Chance

Linklaters

Latham & ‘Watkins

Freshfields Bruckhaus Deringer
Allen & Overy

Jones Day

Kirkland & Ellis

Sidley Austin

Source: Law.com

Revenues
§2,104 000 000
§2,100,000 000

$1.,874,500 000
1,852 500 000
$1,821,000 000
#1787 ,000 000
#1644 500 000
#1,520,000 000
$1,428,000 000
#1,357,000 000

Location of
headquarters

Lnited States
United States

United Kingdom
Inited Kingdom
United States
United Kingdom
United Kingdom
United States
United States
United States

Our work has been with Top 50 UK law firms

(as measured by revenue)

\codex:.

Source: The Lawyer

UK 200 REVENUE TABLE 2010: FIRMS 1-100

ANK

R
1
2
3
4
5
i3
T
8

FIRM
Clifford Chance
Linklaters

Freshfields Bruckhaus Deringer

Allen & Owery

DLA Fiper

Lovells

Herbert Srmith
Slaughter and May
Eversheds

Morton Rose

Ashurst

Simmaons & Simmons
CMS Cameron Mckenna
Finzent Masans

Bird & Bird

Clyde & Co

Berwin Leighton Paisner
TaylarYWessing

S5J Berwin

Addleshaw Goddard
Denton Wilde Sapte
Iriin Mlitchiell
Beachcroft

Hammonds

Mabarro

Haolman Fenwick WWillan
Wiragoe & Co

Wyithers

Macfarlanes

Field Fizher Waterhouse
Stephenson Harwood
Qlswang

Shoasmiths

Trowers & Hamling
Kennedys

Hill Dickinson

Ince & Co

Osharne Clarke
Barlow Lyde & Gilhert
Wiatson Farley & Williams
Travers Smith

DwwF

Berryrmans Lace Mawer
MeGrigors

Mills & Reeve
Halliwells

LG

Charles Russell
Dundas &Wilson
Buroes Salmon

REVENUE {£M)
1,187
1,183
1,141
1,050
531
542
448.9
4385
355.2
a0y
293
251
214.4
206
201.3
192
191
177.9
171
167.5
167.5
167
131
118
113.8
996
8.2
927
924

B0.7
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PEP (£K)
933
1,214
1,408
1,100
527
G632
862
1,840
17
486
G849
461
453
410
466
605
455
385
447
426
360
540
314
264
az0
527
276
354
70
476
561
420
296
553
as0
248
568
393
3a0
448
705
333
222
263
207
0
460
258
v
414



However, Law firms face increasing business challenges

Long Term

* Clients are increasingly looking for defined price arrangements

* Legal areas are being increasingly commoditised — driving price down

* Clients are becoming more sophisticated in their purchasing

* Clients are building their in-house legal capabilities

* In the UK deregulation will enable new entrants and new business models

* It is becoming more difficult to recruit and retain key talent

Short-Medium Term

* The business environment is increasing price pressure on firms

* Firms need to improve their service value/cost due to client budget reductions
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Law firms have increasing challenges in providing quality differentiated services
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UK law firms typically have very limited innovation capabilities and lack a systematic

approach
UK Law Firm Innovation - Overall Scoring
Vision & Strategy
100%
Time to market : Innovation process

New services revenue Supportive cultur

Client involvement Learning

Source:
‘Study of Innovation in 16 leading UK law firms, 2006-7’
Codexx with Imperial College Business School

\codex

“All ideas have to go through the executive committee.”
“The challenge is to get partners to champion.”

“People want to practice their legal skills. It's seen as de-
skilling them to ask them to be a project manager.”

“In practice we can have a lot of ‘crappy’ projects going on.”

—

Leadership for innovation

S

“Innovation does not come naturally to most risk-averse
lawyers.”

“We have no understanding of business processes.”

“They are keen, but have limited time for blue-sky thinking
given their chargeable hour targets.”
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The underlying system for innovation in Law firms is often very poor

\ / ?
The Swamp By whom: Utilisation rules!

/
)
)

Little and siloed

Process
& Controls

Climate

— (_new products .m
B business models

— ( process improvement

— market positioning

Ideas ‘ Select ‘ Implement

Strategy

Resources Often financial only

External Linkages

None dedicated
Inward looking

©2006 Codexx Associates Ltd
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Innovation in law firms — a typical picture

“The inertia factor”

Source: Drawings by Codexx innovation workshop attendees
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We have found the ‘Innovation Dimensions’ model to be useful in managing
innovation with law firms

PARADIGM
“What our business is”

| |

OFFERING

) . PROCESS
The products & services “How we do the
we offer business”

:

MARKET “What our position is in the market”

Source: John Bessant and Dave Francis
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Most law firm innovation is within processes and offerings

— through re-engineering of services

Pricing options

Portal solutions

“The products & services

I

I

|

I

I OFFERING
I g
I we offer
|

Tailored services

Complementary services

New products,
Web-based offerings,
Pricing models.
Complementary
offerings.

PARADIGM
“What our business is”

L |

High value, low value.
Law, non-law
- New business models

Reengineering/Lean +

IT to raise service and
reduced cost. Improved
client empathy.

New segments,
Value positioning

:

MARKET “What our position is in the market”

Fixed price

Right-skilling Work elements

PROCESS
“How we do the
business”

Standard documents

Workflow

Source: Codexx - based on model
by John Bessant and Dave Francis
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We find that a proven re-engineering approach works effectively in law firms
— indeed the discipline it provides is key to getting sustainable improvement

Preparation Diagnosis Transition

—
Readiness
v
o]
Insight
h J
(F%]
Benefits Case
A J
N

New
Vector

Re-Engineering

©2009 Codexx Associates Ltd
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Our re-engineering approach for law firms has evolved into ‘Smarter Working’ — focusing
on 6 key areas that we explore in the re-engineering programme

1. Client-centred value

From firm-centric to client-centric value

2. Disaggregate and de-waste

Break up work into key parts, eliminate non
value-adding activities using Lean thinking

3. Standardise & right-skill

Define and deploy the 'one best way' for
performing repetitive tasks at the right skill

4. e-working

Improve speed, collaboration, cost and
consistency by electronic working

5. Systematic innovation

Establish a system, culture and
resources for ongoing innovation

6. New metrics

Develop and monitor KPIs that reflect the
new business focus and methods

smarter

©2011 Codexx Associates Ltd
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Providing a new value proposition....

VI&I L O R E M WHO WHAT WHY WHERE

LAW GROUP ARE WE IS SO REVOLUTIONARY | HIRE US CAN YOU REACH US

How many lawyers does 1t take

to screw a client?

ON A BILLABLE HOUR BASIS, ONLY ONE »

In seeking to develop new services that bring more value to clients and are
differentiated from rival firms we have found the following techniques work well:

eService process mapping

eClient experience mapping

eValue profiling

e|deas generation & selection workshops
eLiving Walls

However — it is a major challenge to get lawyers to fully engage with their clients!
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We have seen significant benefits from law firm innovation

Outcomes

e Cost reduction — 15-40%

e New or improved service offering

e ‘Right-skilling’

e Standardised procedures & documents for repetitive work
e Development of IT-enabled working (internal & external)

* In-house re-engineering/innovation skills development

¢ |ncreased innovation focus
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So what have we learned over the past 6 years?

The ‘Top 10’

1.

6
7
8.
9

Many innovation methods developed for product innovation can be successfully applied
to law firm innovation

There are major cost and performance improvements through law firm re-engineering

There are significant opportunities for law firms to differentiate their services through
innovation

Law firms typically lack formal resources and staffing for innovation — we have to help
build this through skills transfer in projects

Law firms have a poor understanding of their clients’ business and this limits their ability
to innovate

The partner-led governance model in law firms slows change
Lawyers innate conservatism is a challenge - 'Lawyers don t do radical ”
Approaching innovation in a structured and long term way is key to sustainable success

Getting partner & fee earner involvement is key, but is challenged by utilisation culture

10. Lawyers can innovate — when they are enabled
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