
By Robin Snasdell

Over the last few years, 

the legal operation 

managers’ role has 

flourished, growing from a pro-

fession in its infancy into an 

unruly teenager, far more mature 

but with substantial areas poised 

for development. The Ninth 

Annual Law Department Opera-

tions Survey from the Blickstein 

Group, sponsored in part by Con-

silio, recently explored this trend 

in corporate law departments. 

The Survey collected information 

about law department operations 

(LDO) from a record 133 in-

house  professionals, delivering 

actionable benchmark data that 

 in-house law departments can use 

to create effective management 

strategies. The results showed 

that more than ever, law depart-

ments are focused on implement-

ing programs and structures to 

improve their financial manage-

ment and deliver value. 

LDO Managers are  
On the rise

The Survey reveals substan-

tial growth in the range and sig-

nificance of LDO managers. Ten 

years ago, the LDO manager was 

a fledgling concept: only the larg-

est organizations hired a full-time 

employee to fill this role. Today, 

the majority of organizations that 

earn at least $2 billion in revenue 

have a dedicated LDO manager; 

almost all organizations with at 

least $10 billion do. Today, LDO 

 professionals hold a growing 

range of responsibilities, doing 

practically everything short of 

practicing law. They juggle mul-

tiple tasks, including law depart-

ment administration, e-discovery, 

outside counsel management, 

vendor selection and manage-

ment, law department strategy, 

financial reporting and forecast-

ing and records management, 

among others.

Given the breadth and impor-

tance of their work, LDO profes-

sionals are no longer relegated 

to the back office or considered 

administrative. According to the 

Survey, currently more than half 

report directly to the general 

counsel, and most are members 

of the law department’s execu-

tive team. More than 60% state 

that they are involved in corpo-

rate strategic initiatives; more 

than 72% work with their organi-

zation’s executives weekly, if not 

more often. This heightened role 

in organizational strategy neces-

sitates that LDO professionals 

take a more strategic approach to 

outside counsel relationships.

Law firms should take note 

of the significant growth in 

the  scope and depth of LDO 
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professionals’ work, particu-

larly when it comes to managing 

outside counsel — a task that, 

according to Survey respondents, 

occupies 13% of LDO profession-

als’ time. The days of organiza-

tions engaging outside counsel 

based solely on sheer trust or 

long-standing relationships are 

on the wane as value creation is 

receiving more focus. Today, LDO 

professionals are doing more than 

ever before, including viewing 

the overall legal service delivery 

model as an opportunity to cre-

ate value and create efficiencies 

that truly drive value. These pro-

fessionals, many of whom have 

backgrounds in business as well 

as law, are looking for opportu-

nities to segment specific work 

and source that work more effec-

tively. Developing a close-knit 

relationship with organizations’ 

LDO managers and understand-

ing their concerns can enhance 

the likelihood that a law firm 

will be selected for engagement 

or will at least be speaking the 

right language. Therefore, law 

firms should focus not only on 

delivering exceptional client ser-

vice but also on structuring their 

work so that it yields a notable 

return on their clients’ invest-

ment.  Demonstrated value cre-

ation will put the icing on the 

cake. 

aDDressing OutsiDe  
COunseL COsts

The growth in the popularity of 

LDO managers reflects corporate 

law departments’ need to improve 

the delivery of legal services, spe-

cifically through managing legal 

spend. Indeed, the Survey results 

showed that two of the biggest 

challenges facing law depart-

ments are identifying opportuni-

ties for business improvements 

and containing costs. To meet 

these challenges, LDO profes-

sionals are closely scrutinizing 

which law firms they use and 

how they use them, making sure 

that they are deploying the right 

outside counsel with the right 

skill sets and resources on the 

right projects. The most enlight-

ened organizations are also find-

ing opportunities to enhance 

 efficiency and lower costs, either 

by bringing a project in house or 

by allocating it to service provid-

ers that specialize in certain legal 

processes or functions.

The bottom line is that firms 

want to make sure their clients 

use their attorneys and parale-

gals heavily, while their clients 

want to stretch their dollars more 

effectively, reduce surprises and 

eliminate bad billing. There-

fore, law firms need to devise 

innovative, win-win billing solu-

tions that allow them to deliver 

 high-quality work while satisfy-

ing the needs of LDO profession-

als. According to the Survey, 87% 

of law departments are using 

some form of alternative fee 

arrangements for at least some 

of the work they send to outside 

counsel, demonstrating a clear 

preference for this method of 

predicting and controlling costs. 

Furthermore, 25% of respon-

dents used alternative legal fees 

for between 31% and 50% of 

their legal spend, compared with 

just 8% last year. To this end, law 

firms that want to be more com-

petitive may want to offer novel 

billing arrangements that deliver 

predictability and value, rather 

than  simply discount their rates, 

as a  majority of law firms tend 

to do.

Law firms also need to be 

mindful of their strengths and 

avoid competing head on with 

third-party service providers that 

offer specialty legal services that 

can bring lower cost resources 

to the table. Since legal service 

delivery is a global marketplace, 

in-house law departments, espe-

cially those that are multina-

tional, are looking at price points 

and delivery models that take 

advantage of their global foot-

print. Why wouldn’t a corporate 

counsel retain a lawyer in India 

at one third of the cost without 
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unintended consequences or a 

decline in quality? Similarly, most 

law firms will not be able to 

compete with electronic discov-

ery providers who eat, sleep and 

breathe sophisticated technol-

ogy and process. These days, the 

investment required to be world 

class is too high. Firms will gain 

clients’ respect if they objectively 

assess their strengths and refer 

alternative service providers at 

the right price point when they 

can reasonably be used to deliver 

appropriate service levels, results 

and limit costs. 

BeCOMing trusteD  
Change LeaDers

Even if law firms cannot com-

pete with third parties based on 

price, they can endear themselves 

to LDO professionals by becom-

ing trusted advisers that will 

help organizations contain costs 

while driving change. The com-

mon view is that traditional law 

firms struggle with, and even 

resist, innovation. Indeed, most 

LDO professionals expect corpo-

rate law departments to be the 

primary driver of change in the 

legal sector: only 19% believe 

that the transformation will result 

from outside law firm initiatives. 

This statistic points to a unique 

way that law firms can stand out. 

Those firms that are perceived as 

drivers of innovation are more 

likely to be held in higher regard 

by corporate counsel when all 

else is equal. 

How do law firms become 

agents of strategic change? They 

must study their clients’ business, 

the macro forces in the industry 

and their competitors and then 

develop recommendations for 

how in-house counsel can reduce 

their legal spend and streamline 

their workflows. One way to do 

this is to approach clients with 

the goal of clearing out the noise 

of the low-complexity, high-vol-

ume work that ties them up all 

day rather than allowing them 

to think more strategically. As an 

example, law firms can encourage 

their clients to adopt disruptive 

technologies that can improve 

their clients’ workflows and over-

all efficiency. For instance, certain 

contract management software 

can facilitate client self-service 

and contract assembly. These 

tools can dramatically streamline 

the in-house contract review and 

approval process while enhancing 

business units’ engagement and 

satisfaction. Similarly, “expert” 

apps can help organizations adapt 

policies to changing regulations. 

Law firms can proactively create 

unique apps to create checklists 

or other compliance systems that 

clients can use to improve the 

consistency of their response to 

risk and reduce their legal expo-

sure.

using MetriCs tO iDentify 
OppOrtunities fOr 
iMprOveMent

Even with the growth and 

increasing competency of LDO 

professionals, there is still 

 tremendous room for organiza-

tions to strengthen their man-

agement of outside counsel. 

According to the Survey, only 32% 

of companies felt they managed 

outside counsel “very effectively.” 

As LDO managers work more 

closely with the C-suite, they will 

come under additional pressure 

to develop key performance indi-

cators and other metrics, and this 

is one area where law firms can 

play a critical role.

What gets measured gets done: 

metrics provide critical informa-

tion that law departments are 

using to improve their operations. 

But only 37% of Survey respon-

dents reported that they have 

implemented a formalized pro-

gram for gathering and report-

ing metrics. This year, for the 

first time, the Survey also asked 

respondents to rate the maturity 

of their metrics programs on a 

scale from 0 to 5. A rating of 0 

meant that the organization did 

not have a reporting program. 

For those that did have systems 

in place, a rating of 5 meant that 
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the system was fully automated, 

while a rating of 1 indicated a 

primarily manual system that was 

based in Excel or Access, distrib-

uted through email, or ad hoc. 

The mean score was just 2.13, 

with most respondents rating the 

maturity of their metrics system 

only at a 1 or 2. Even so, more 

than half of the responding orga-

nizations reported that they were 

making effective use of the infor-

mation that they were gathering. 

Law firms that can demonstrate 

their value and cost-efficiency 

compared to the competition are 

likely to win more work from 

LDO managers. These profes-

sionals are using technology to 

evaluate billing data and assess 

their outside legal spend so they 

can manage costs. Data gathered 

from tools such as Sky Analytics, 

which analyzes anonymized bill-

ing and invoice data from outside 

counsel worldwide, allows law 

departments to immediately, and 

inarguably, separate the wheat 

from the chaff when it comes to 

outside counsel. The tool gives 

law departments sophisticated 

rate benchmarking intelligence 

based on actual billing data that 

they can use to gain insight into 

fair market rates, reveal new sav-

ings opportunities and forecast 

matter costs. This information is 

foundational to cost control and 

budget predictability, which are 

key priorities for organizations 

and their law departments. Law 

firms that are willing to collaborate 

with LDO managers on  pricing 

and  staffing  matters and have the 

data to back up their solutions are 

more likely to attract and retain 

work. Adopting data analysis tools 

to evaluate — and market — their 

efficiency should be a chief prior-

ity for outside counsel.

COnCLusiOn

The Survey results offer a tactical 

blueprint that proactive law firms 

can follow, helping them match 

their forward-thinking, strategic-

minded LDO counterparts inside 

organizations. By studying law 

departments’ challenges, they can 

adopt means for addressing the 

gaps: novel billing arrangements, 

creative approaches that stream-

line internal workflows and data-

driven metrics. In short, the more 

innovative and transparent law 

firms can be, the better positioned 

they will be to add — as well as 

derive — value.
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