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How many of your equity partners should really be equity partners?

Do you believe you have the right people on board as equity partners to help you take forward your firm to achieve its goals?

Or, are some of your equity partners ‘obstacles’ to change and preventing your firm achieving its full potential?

The market place, driven by clients requiring ever more and better service from their lawyers, is currently forcing many firms to re-appraise the nature and the levels of performance required of everyone in their firms, particularly the performance and contribution levels by equity partners, who enjoy by virtue of their positions as owners, ‘the lion’s share of the cake’. 
Performance by equity partners is thus coming under the spotlight more than ever before – but how can firms fairly and objectively set standards, measure and judge performance?
A starting point can be to ask the question

“What does it take to succeed at our firm?”

Traditionally, firms have judged (and many continue to judge) their equity partners solely on billing and perhaps carrying out certain functional responsibilities which have now become increasingly professionalised (firms do not need to have partners ‘playing at’ being finance partner, staff partner, IT partner, marketing partner etc).
A billings culture inevitably leads to a ‘silo mentality’, whereby the only thing that matters is individual billing to the detriment of many other, perhaps more important things, which would benefit the whole firm. So a good business developer may well tend to develop tunnel vision and only go out to win business for himself or herself. 

Why should they do anything else if it is clear that the firm only values their personal billing? 

A more forward thinking firm may on the other hand seek to encourage other behaviour and skills. For example:

Team and leadership skills, which may help to develop a vision for the firm and the potential of its people and where the interests of the whole firm (and not those of just a narrow section of the firm) are given priority.

Client and business development skills, which will involve developing the ability to effectively communicate so that partners really do begin to develop meaningful client relationship management roles within the firm, for the good of the whole firm. 

Financial management skills, which focus far more on effective cash management and profitability, instead of just billings (although building the top line is vital to profitability). 
Compare a firm with a silo culture with the firm which actively encourages (and rewards) winning business for the whole firm:

“Which other partners have passed to you the most work last year?” 
is a question designed to recognise one of the most important of the criteria by which some firms judge (and reward) their partners’ performance.

If certain skills and behaviours which are valued by both clients and partners can be clearly identified, it is necessary to ask whether those skills are measured and rewarded?

And have those skills and behaviours been communicated to all partners and do they agree?

Clarity as to roles, criteria and standards of performance and behaviour is required so that equity partners know what is required of them. And, because clients are ever more demanding, these issues need to be addressed on a continuous basis. If certain skills and behaviour are valued within a firm then:

· They need to be publicised
· They need to be demonstrated and assessed through performance review

· They need to be rewarded

The flow chart below may help you to develop a process to build a higher performance culture.
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What are the consequences of not succeeding in building performance levels within a firm to meet the demands of clients and the market place and to overcome the serious challenges ahead for law firms?
· Law firms which do not perform in the sense that they are unable to provide their clients with what they want, and at prices clients consider ‘value for money’, will cease to be competitive in their markets.

· Being unable to compete will lead to lower profitability 

· Firms which have profitability levels lower than their peers in their markets will be unable or find it much more difficult to recruit and retain the best people.

A vicious downward spiral can develop which, if remedial action is not taken quickly, can lead to the demise of a firm, whether by loss of the best partners and other staff or at the hands of opportunistic predators who will have no qualms about taking whatever action is necessary to ‘stop the rot’.
Things do not however have to be like this. 

If firms are prepared to face up to their performance issues and identify what they mean by ‘underperformance’ whether it be:

· A contribution / reward mismatch

· A lack of necessary skills

· An attitude / behavioural problem

and enter the ‘zone of uncomfortable debate’ by tackling these issues then they will be more likely to be able to make and implement the right decisions.

Once again, a quote by Jack Welch comes to mind

“Change before you have to” 
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