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Strategic alliancing – an alternative growth model?
Lack of resource combined with lack of knowledge of and access to certain legal markets can often mean that law firms are unable to exploit opportunities which arise and to better service clients, leading to competitive disadvantage for those firms.

 If firms are to become and remain competitive then the legal profession at a number of  levels is going to need further consolidation in order to provide the resources necessary to grow and to stay ahead. 
Consolidation for many means only merger / acquisition. This need not be the case and for some there may be other ways forward to enable them to plan and implement their strategic goals. In the legal markets now emerging domestically in the UK,  alliancing – the coming together for mutual benefit – may be one of several routes for firms to follow if strategic aims are to be achieved. Internationally of course, alliancing has been used by law firms for many years, although one has to say, sometimes  with only varying degrees of success and usually as a consequence of lack of planning and implementation. 

In this note I look at:

· Why should law firms consider alliancing as an alternative to merger or to going it alone?
· How to analyse an alliancing proposition?; and 

· How to make an alliance work?

A word of caution at the outset. While structure is important, if a firm is considering some form of alliancing, then it should try not to get bogged down in issues of structure because generally ‘structure should follow strategy’, not the other way round. Having said that, it is important to consider a structure between two or more firms which will ensure that the objectives of their alliance can be achieved.
There seems to be growing evidence of a clear need in a number of legal markets in the UK for:

· A greater capability to deliver certain types of legal services across wider markets 

· Better ways to service certain types of clients

· More ability to exploit opportunities which arise

· Greater access to certain markets and market knowledge which may currently be lacking

· The development of defensive strategies by some firms which consider themselves to be ‘at risk’ from market forces currently and in the future threatening to impact on their businesses.
· Resource to enable firms to achieve the above;
In the UK domestic legal market place, consumer-driven volume law firms are an example of firms which may have these needs, although all do not necessarily at the moment recognise their needs. For example, firms with practices based around:

· Domestic conveyancing
· Personal injury

· Debt recovery

· Remortgage  

· Defendant insurance 

· Ambitious regional practices seeking to go ‘national’

are typical of those firms which have some or all of the needs listed above. 
Add to this the opportunities and threats which may exist for some firms arising from the recent changes to rule 7 and it can be seen that using consolidation to build critical mass and market share for some is likely to become a vital ingredient of their growth strategies if they are to become the well organised, competitive and profitable businesses to which they aspire and which can provide the good value for money services the consumer is now demanding.

And at the same time gaining access, for example to European markets does not have to be the sole domain of the very largest firms. Smaller firms can construct successful cross-border alliances to provide them with access to foreign markets to enable them to better service (and thus retain) their clients as well providing valuable referrals. Likewise, some US firms may view alliancing with a ‘home-grown’ firm as the most advantageous way in to the UK or other European markets.
A growth strategy designed to build critical mass in a market will depend for its success on creating resource – financial and people resources – to enable it to provide its clients with the services they want, where and how they want them delivered  and at a price which in the eyes of the client is good value. Above all the service must be provided better than can be provided by the competition. 
Whether a firm is seeking to grow its business within the UK or has ambitions overseas or whether its plans are driven more by fear and perceived weaknesses – ambition and fear often tend to drive consolidation – what will a firm need to consider if contemplating or faced with an alliancing proposition?  
Will an alliance really represent a new competitive advantage so that the parties will together be able to ‘steal a march’ on the competiton?  How will they be able to do this to build a better and stronger business? 

Alliance for the right reasons

When considering an alliance, firms need to go back to basics. 
If a firm can achieve its objectives by itself, then it probably does not need a strategic alliance. 

Alliancing should not be regarded as an objective in its own right – it is merely a step in the implementation or achievement of a certain objective or strategy. It is usually a means to an end rather than an end in itself. 

At the outset both sides to an alliance need to identify their objectives and strategy and importantly should ensure that they really do have compatible ambitions ie do they both wish to go in the same direction? But what is their ultimate destination? Are their priorities for building the business the same? Unless these can be agreed at the outset the project is likely to fail. 

And as well as having compatible ambitions, both parties need to have similar cultures. Are we like them? Do we like them? Can we see ourselves working with them? All are questions that need to be asked and if any doubts exist, then go no further.

Client added value?

The successful alliance is the one that will be seen by clients to benefit them rather than just the parties involved. How will they benefit? What will they get out of it? And when they hear about it will they say ‘WOW’ – the ‘WOW’ factor is very important in helping a firm to judge how successful an alliance is likely to be. What is going to produce this ‘WOW’ factor?
Firms contemplating an alliance need to develop the notion of client added value as being central to their alliance and ensure that it is communicated to the market place. How can they do this?

Identify the focus of the alliance
The parties first need to identify those areas of their businesses that are going to be the drivers of their alliance and make them their focus to take forward their alliance.

We are here talking about what their alliance will become known for and this will usually be what neither party can achieve on its own without an alliance. The business case must be right and then implemented. In particular, are both sides’ strategic ambitions likely to be achieved?

And when constructing an alliance, firms need to be clear as to their territories. 

For example, will the alliance comprise the whole of each side’s business or just part? They will need to establish at the outset the way in which they are going to work together:

· If partial, how will it impact on the rest? Will they feel left out?
· How are issues of exclusivity, conflicts and competition to be dealt with? At the outset precise rules relating to exclusivity and any permitted exceptions need to be worked out.
· And if the intention of the parties is to create a truly merged business from the alliance, what implications will this have on the parts of either business that may not fit in with a merged entity?

Work at it
Alliances do not work unless worked on by everyone – they are like marriage! The world is littered with failed international law firm alliances, which in some cases failed  because not enough effort was put into them. The parties need to examine what practical steps each must take to ensure success. This must not be confined to just a few people in each firm – the relationship must be communicated throughout the firms so everyone can buy into the relationship and work at it. 
Working together
The parties must also get their people really working together. Law firms are people businesses and success depends upon having the trust and confidence of the people within the organisation. Effort will need to be put into integrating the people from both sides and making sure they work together well to achieve the alliance’s objectives. 
Performance issues
In an alliance as in any other organisation, performance needs to be managed. This is particularly important between professionals in, for example, an alliance between firms from different countries, but the same issues and principles apply in any alliance.

· How is performance to be defined in ways that make sense to both parties?

· What performance expectations should each have about the other?

· What will be the payback to the individuals who contributed to the success of the venture?; and 

· How are the parties going to control and manage :

· levels of service?

· Quality?

· Pricing?

· Branding?

· know how?

· sharing of fees?

· regulatory issues?

If the parties are unable to control / manage such issues then they risk losing credibility with clients and they are then likely to lose those clients. They will therefore not achieve their strategic objective of building competitive advantage.

Branding
In a world where branding is all important, how is the alliance to be known in a way that makes sense to the clients, the alliance and to each of the member firms? Even more importantly will be the question of how the parties to the alliance build their brand values into the alliance – branding comes from within.

In summary, alliancing may be an option to be considered for those firms which are unable to go it alone (because they lack resources such as finance, people and access to markets) if it will enable them to achieve their strategic objectives.
However, to give an alliance a chance of working, firms contemplating an alliance should:

· alliance for the right reasons

· work very hard at it; and 

· above all be clear as to their ultimate destination, because unless firms know where they are going, they will never get there!
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