Hitting the target
Pushing through any merger between two law firms is hard enough, but when transatlantic mergers are undertaken the problems are increased tenfold, due mostly to a lack of foresight by management, says Peter Scott
Successful mergers do not just happen overnight — they need to be supported by, as a minimum, a good business case, compatible ‘cultures’ and vision and leadership by those managing the merging firms. Above all, they have to be worked at, because implementation of the vision can often be make or break for a merger. 

Rarely, however, do we hear of firms factoring into the process the question arguably the most critical to a successful merger — ‘Do we have a management team capable of successfully implementing our merger?’

Being able to respond positively to that question in relation to a UK domestic merger, of whatever size, is crucial enough to future success. But for potential mergers between large UK and US firms, which are likely to become more common with increasing globalisation, the issue takes on an even greater significance.

Look at many large law firms and, leaving aside the demands of a merger, it is clear that some do not have good enough management in the shape of leaders who have vision and the determination to drive through that vision. On the assumption that a large UK/US merger has a strategic rationale, making for a ‘good fit’ and that issues relating to different cultures, work ethics, taxation, accounting and regulatory matters can be satisfactorily worked out, a nagging doubt still remains. This is as to whether, given the size of the task before them, the merging firms will have sufficient quality management resource with which to effectively implement the merger, to fully achieve their stated objectives.

Any firm contemplating such a merger is probably grappling with a range of issues, such as:
• how best to present the strategic fit — will the marketplace give us the thumbs up?;
• how do we overcome disparities between the partner profitability of our two firms?;
• how can we construct an effective reward system acceptable to all?;
• what do we do about our different accounting policies?;
• we bill 2,500 chargeable hours a year, so why don’t they work as hard as we do?; and
• what kind of LLP should we use?

These and many more similar issues ought to tell firms that a merger between a US and a UK firm will involve many more complex problems requiring solid solutions than a mere domestic merger, which itself can be fraught with difficulties. And the hard work will not end once the merger agreement is signed and sealed. Indeed, that is when the really tough work begins in earnest, if real integration is aimed for to create a unified, more competitive firm. 

Managers in law firms have a heavy enough burden with which to cope under normal circumstances. Load onto that the integration of two or more offices, at least 12 hours of door-to-door travelling time and the pressures on effective management in terms of, for example, the effective use of their time, the impact on high level decision-making in the business, the prejudicial effect on health of management and health of business caused by travel fatigue, jet lag and ‘burning the candle at both ends’ as a result of increased workloads brought about by the merger and we begin to see that while a domestic merger may present its problems, a merger between two large firms on opposite sides of the Atlantic may well stretch even a firm with large resources of quality management. 

To successfully integrate two firms needs constant internal communication. It may well be argued that the use of video conferencing and e-mail, combined with having local management in place, will be sufficient to handle this. Certainly these will be necessary, but their effect can only be limited. 

Law firms are ‘people businesses’ and many tasks involved in bedding down a merger require the hands-on, face-to-face approach by top management. That is going to require a great deal of time and travel by management, dealing with issues in what may be for them new and ‘foreign’ environments. The learning curve can just get steeper by the day.

Even regular management meetings are likely to take a whole week out of the life of the travelling manager. Meanwhile, what is happening back at the ranch? Inevitably, unless more layers of quality management are put in place, something will have to give — and that is likely to be the health of the business. 

The quality and depth of available management to implement a merger is, I suspect, often the last thought in the minds of those negotiating the global destinies of their firms. They would do well to consider it high on their list of priorities before contemplating tying the transatlantic knot. 

Peter Scott is a legal consultant with Peter Scott Consulting. 
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