Wise management

Reputation is all

Law firms are in big trouble if their

reputation becomes tarnished. So how

can you keep your good name? Two

experts offer some pointers

gy PETER SCOTT AND SUE STAPELY

SOCRATES WROTE ‘REGARD
your good name as the richest
jewel you can possibly be
possessed of. Over 2,000 years
later, illustrious reputations
continue to come crashing down
in our business world, as
managers fail to heed his words.

Fragile existences
Recent events have driven
home the message, particularly
tir profossional firms, that your
survival may hang by that most
fragile of threads - yvour
continued good name with
those that matter to your
husiness. Law firms depend
more than most upon main-
taining the highest possible
reputations, given that the ethos
of the legal profession is built
upon honesty and integrity,

Damage to reputation can
happen as a result of any risk
crvstalfising. In other words,
tiy manage effectively a firm’s
reputation, it needs 1o have in
place an effective risk manage-
ment strategy COVering every
aspect ol its business.

As law firms become larger,
muore sophisticated and geo-
praphically spread, they must

actively protect their reputations.
Fasier said than done.

How to protect

Partnerships are the hardest
reputations to protect. The col-
lectivism makes risk assessment
tricky, but management must
take the lead in building and
protecting reputation. Where risk
toy the firm’s reputation is
concemed, ‘Over-management’
may be a virtue. The guestioning
managing partner or chief
exccutive with a ‘nose’ for what
isnot right can be a firm's
greatest protection. They should
question everyone, however
senior, about evenvthing and
everyone, particularly aboul
thirgs they do not know much
about or which relate to high-risk
areas of the business, And if thiey
do not receive answers that
satisfy, they should dig deeper.
They showld also alwavs seck
wrillen assurances — ]'IEl‘»’inj._L ({§]
put it in writing can make people
think twice aboul the answers
they give, as well as providing
evidence if the- answers are
erronecus, [f the person tasked
with this finds it uncomfortable,
bring in an external professional.
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Here are a tew pointers to
help firms to identify, assess and
mitigate risks to their reputation:

Rules of engagement
Impaose risk management rules
om your firm dand make sure
they are lived”, You must put
detailed written procedures in
place to manage the risks
inhcrent in advising clients
{professional indemnity insurers
are now nststing that tirms
have effective risk procedures).
You should also bave procedures
to manage other secious risk
areas, particularly those relating
tor people — vour partners and
staff - because they are where
damage Lo reputation can maost
easily (and dangeroushy) occur.
It is ot enough to have a
manual containing a plan. All
refevant staff must be informed,
trained and required 1o buy into
the approach, and the systems
must be regularly checked,

Knowing yourseif
An effective risk management
strategy depends upon first
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having the relevant knowledge,
supparted by the right systems
and personnel, Managing
partners should go out of their
way to find out what is
happening in every part of their
firm. As the leader of the firm, it
is their job to know. One firm
we know discovered 1o its horror
that a partner was operating an
entirely separate business
undetected within the firm,
Enowing partners and staff is
vitally important in the current
climate of high partnel
mobility. Never take at face
value what is stated in a CV or
the reasons given lor leaving by
a partner or by the firm they are
leaving. Always dig as deep as
possibile to ensure the Lruc
reasons are known. Always take
up all offered references, ask to
check qualifications and be
cautions if the applicant reacts
with anxlety to any of this,
Expect all search consultants to
he rigorous in their approach.
Again, it there are any serious
doubts, employ a specialist
company to check for the firm,
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Ultimately, it mav be best 1o
trust vour instingts and rely on
the well-tested maxim ‘if in
doubt, don't’,

Knowing them
Clients are potentially a huge
risk — Lheir reputation (good or
baady can easitv rub off on a fomn.
Check them out thoroughly
belore thiey are taken on, speak
to previous advisers or even have
specialist organisations investi-
gate the client. Few firms seem
able to find, let alone quote
from, the money laundering
muidance they have received.
M'ut control mechanisms in
place as part of the due
diligence/conflict checking
svstems in the o, not only to
vet new clients, but also to
monitor the nature of the work
being undertaken for clients. It
will dor neither the firm nor its
lawwers' reputations any good if
they take on work they arte not
capable of doing, or keep to
themselves a job they are not
qualified to do which they
should have passed to a
colleague. Saving 'no’ to new
waork can be one of the hardest
tasks a partner has o do, and
one of the most important,
Also, test regularly the firm's
complaints handling svstems
and its compliance mechanisms.

Major risk areas for law lirms., Some of fhese peks ars sdardepengan
Damage to iepotation can hapaen as a result of any dsk crystadlitng

Mever wall untll they are fouand
to be inadequate belore
upclating them. A well-handled
camplainl enhances rather than
damages the business.

Partner lifestyles

Set up procedures to ensure that
‘when the cal’s away, the mice
don't play”. If the firm has more
than one office, particularly
aiffices in far-flung parts of the
warld, make sure that adequate
cantrols and supervision are in
place. Forelgn offices of law
firms can produce their fair
share of problems. Managing
partners and all those managing
law firms must make it their
jobs to know who their partners
are advising, and with whom
they are associating. Check oul
a partner's lfestvle if vou have
Any SUSpICions — vou may be
surprised by what vou find.

Teamwork

Ensure the necessary infrastric-
ture is in place with a team of
experienced managers, preferably
non-lawyers, to safeguard those
parts of the business maost al risk.

B Consider emploving a
specialist risk manager.

W Ensure finance and HR
persennel are of the highest
quality and
experience,; and
invest in keeping
their expertise up
o date,

B Marketing and
media relations
people can be
crucial in helping
to build the firm’s
reputation and to
limit darage
when problems
happen. Employ
the best available
and if you do not
have the internal
resources then

bring in specialist external
consultants when necessary,

When appraising all staff,
ensure that their coping mecha-
nistms and skills are appropriate
Lor any roles-allocated to them in
the risk management team and
provide any necessary training,

Implement training for all
partiers angd staff to show them
why protecting the firm's reputa-
tion depends on their managing
every risk in the business. Show
them the benefits to be gained
from ‘living’ risk management
dailv, This, combired with a
tegree of induced “fear’, Is likely
to be vour greatest safeguard
against future disaster.

Investing in the present
Establishing a rigorous process
can take a long time. In the
meantime, many things can go
wrong to dent the reputation
that vou have been so
caretully building over many
vears, When the worst happens,
how can vou prevent a
potential crisis from destroving
vour business? These final
suggzestions are the most
important of all.

B Move last to ascertain the
facts — and don’t say a word
until yvou have them straight.

B llave temporary switchboard
and communications Systems
in place.

B [lave ready full contact
details {or all relevant people
{partners, media, stall, security,
prermises, suppliers).

B [fa physical disaster has
occureed, go to the site.

B Prepare and issue an carly
holding statement, acknowledg-
ing distress/inconvenience and,
if appropriate and permitted

by the lawyers/indemnity
irsurers, apologise,

Wise management

B Allocate pre-acranged roles
quickly to asmall, tight team:

B Selupa central office with
telephones and PCs, with the
crisis team within earshot of
each other.

B Wherever possible, commu-
nicate face to face and not via
e-mail or memios.

B Prepare communications for
all affected audicnces. We
suggest thisorder of priority:

1. partners and staff
rararting with switchboard,
security and reception?;

2, clients:

3. third parties (insurers,
lemal advisers, accountants,
suppliers, referrers);

4. media; and

5. rivals/marketplace,

m Maintain the media compe-
tence —speak to the media if
necessary and monitor all
coverage rigorously, but do not
allow the media Lo drive the
[JT(TIL".‘:‘.‘L.‘L.

W Ensure that the team all
take regular breaks, have
refreshunents, and aren’t
allowed Lo burmn out,

B When the situation is under
control, rigorously evaluate the
performance of all involved.
Much will be tearned.

Asmere professional firms
invest heavily in promaotion
and marketing, it is ever more
important o sateguard the rep-
utation of yvour firm 1o ensure
that it will withstand the
strutiny you are courting,
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