Strategies for success
The love affair between US law firms and London shows no sign of abating. The issue for US law firms that are newcomers to the UK market is how they position themselves. It is critical to whether they succeed, writes Peter Scott

US law firms must not lose sight of certain basic issues when considering expansion into London or Europe. At the outset, and on a continuing basis, they must be clear as to their strategic goals. But to what extent are some firms merely being driven by a ‘me too’ syndrome, because a competitor has just stolen a march on them?
They must actively manage their expansion and not underestimate the extent of the management time and effort, in addition to financial exposure, that must be devoted to managing and developing the ‘remote’ London office. They must bear in mind the cultural differences that exist between US and UK law firms, particularly in areas such as the work ethic — US firms can be in for a big shock once they arrive here and begin recruiting UK staff.
To implement their strategic goals, they also need to have the right person on board in London to build the practice. Without this, they will probably fail or, at best, meander and go nowhere. There are already a number of firms to whom this applies. 
So what are the basic options open to US firms thinking of opening here?
1. Open an office on a greenfield site
For some firms, this might be the preferred route to gain a presence in the London market, particularly if they are driven by the need to service certain clients in Europe. 
Manned by one or two ‘homegrown’ lawyers with appropriate legal and business development skills, and working on a ‘best friends’ basis with a few London firms, they can embark on growing the business at a managed pace and attract lawyers 
at both the associate and partner level. This was the way a number of US firms successfully established themselves in London in the 1980s and earlier. However, the position in the market is different to the one that existed in the 1980s. To succeed in the London market now, such firms must rapidly become competitive, with their fellow US firms and their London counterparts. 
Even if they have come here for the right reasons, whether their strategy is capable of being successfully implemented by this route is, as is evident in some cases, questionable. One US firm that established itself in London in this way has already closed. Others could follow if they are unable to show financial viability within a reasonable period of time. 
Deep pockets and a clear strategy, supported by all the partners in the firm, are the least that is required to be present if this route is to be followed.

2. Merge with a London firm
For some firms, this route will not be their preferred choice. These firms have concluded that if they merge with a suitable London firm, they are unlikely, at least initially and probably for some time, to have the critical mass necessary to provide anything approaching more than a limited or niche service to clients. Without the necessary manpower resource of their own on the ground, they will not have the capability to provide the fuller service many clients need and so will find it difficult to win business from established firms in the market.
A number of firms seem to be chasing the Holy Grail: a top-drawer, technology-based firm with a strong corporate finance base and ideally possessing European, if not global, reach. Dream on. These firms are unlikely to find such a partner because with a few exceptions (which are probably not available in any event), such practices do not exist.
As an alternative, perhaps these firms should consider changing, but not necessarily lowering, their horizons and looking at the problem in a different way. Perhaps they should begin looking at smaller, focused firms, which may not meet all their requirements to begin with, but have the potential and ability to form the strong nucleus of a London office. Building for the long term is crucial, because if US firms are to be successful here, this must not be regarded as a short-term option.
This view may not immediately gain much favour with some firms currently looking, but over time (and possibly sooner rather than later), perhaps they will come round to this way of thinking. While there is no harm in dreaming, building a law firm is about the art of the possible.

3. Attract a team
Attracting a team of lawyers is another route that has been successful for some firms, to create the ‘core’ for a new London office. This route needs to be addressed with care for a number of reasons. For example, teams rarely bring all their client business with them and there is always a substantial delay before profits begin to flow. Teams are sometimes tightly knit and creating a ‘one firm’ culture can be difficult — a great deal of management, time and effort will be required to do this. It can also be difficult to extract teams from firms, given restrictive covenants, notice periods, garden leave and so on.
Teams can come and teams can also go. Management of your team should be done by someone from outside the firm, who is sufficiently skilled in building and running a law practice, not just in leading a team.
Whichever route a firm decides to take, it is important that it has a ‘credible story’ to tell to develop the business in London and to attract and retain the lawyers it needs to achieve its goal. This means a clear, agreed strategy and vision for the firm and its London office, which shows long-term commitment and can be seen to be realistic and achievable within an acceptable timespan. This will require a core base of US clients who can provide a stream of work to all parts of the firm, including the London office, and a sustainable level of profitability that is sufficient to provide the funds for investment in people, training and technology. It should also ensure that the partners can be rewarded competitively in the London market.
It needs a culture, which although performance-oriented, can accommodate a route to partnership in London that is not based solely on the introduction of business and can reward a broader contribution to the success of the firm.
The firm must be able to demonstrate that it has a respected reputation and profile that is seen to possess the necessary competitive skills and resources to succeed in today’s legal market. Lawyers in London are asking whether their own law firm is the most appropriate environment from which to best service their clients and attract new ones. However good a lawyer is, they will not realise their maximum potential if they are in the ‘wrong’ firm. Law firms, if they are able to create that necessary environment, based on foundations such as those above, will stand a better chance of providing a credible alternative for quality lawyers seeking a new platform on which to develop their practices.
Perhaps it is this, above all, that will be the crucial 
factor for these firms, as they attempt to build their presence in London.
Peter Scott is a director of Horwath Consulting. 
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