Big Talk, Little Action? Survey
Details Big Law ‘Innovation Gap’
A new survey reveals that 81 percent of clients see “little” or “hardly any” innovation inside
their law firms. Only 5 percent of clients are content. What gives?
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Talk of transforming the legal marketplace is often predicated on new or soon-to-be new technologies that promise
to make the practice of law more efficient. Artificial intelligence will do better legal research. Knowledge management systems will put your best work product at your
fingertips.
But for all this talk, a new survey suggests clients are
seeing little, if any, change in how their law firm providers
approach their work. And what change they are seeing is
not the transformative kind that many firms and software
providers like to talk about.
Thompson Hine, an Am Law 200 firm founded in
Cleveland, commissioned the survey by asking in-house
counsel and senior executives at 176 companies how much
“innovation” they were seeing among their law firms. A
mere 4 percent replied “a lot.” The vast majority—81
percent—replied “a little” or “hardly any.” And 15 percent
said “none.”

When asked to cite specific “significant” changes in how
law firms approached their work over the past three years,
70 percent of clients did not identify a single example.
The most common response to that question: 9 percent of
clients said “Improved communications or worked more
diligently on relationships.”
This is not to say that clients aren’t interested in change.
Only 5 percent said they were content with the status quo.
The report calls the discrepancy between law firm promises
and actual delivery “the innovation gap.”
“The legal market now sits in an awkward and unsustainable position,” the survey concludes. “Most law firms
remain mired in the practices of the past even though
at least half promise and promote innovation. Corporate
counsel hear all those well-intentioned promotions, but
they don’t see much action.”
So where should law firms focus their efforts?
That’s not entirely clear from clients’ responses about
what they want, but cutting-edge technologies are not at
the top of the list.

The largest single category where clients said they want
to see improvements, asked for by a group of only 27 percent, was “fees, costs and budget issues.” That was followed
by 13.5 percent of respondents asking for project management and another 13.5 percent seeking better staffing. A
mere 9.5 percent of respondents said technology.
On the budgeting front, law firms have a long way to go,
the survey suggests. Nearly half—45 percent—of respondents said they never receive budgets from law firms. One
encouraging sign for clients, though, was that 15 percent
of respondents said 100 percent of their law firms prepare
budgets for them.
That suggests that clients who insist on behavioral
changes from their law firms can achieve it, according to
the survey.
But the results also raise another possibility: Is it that law
firms don’t need to close the innovation gap?
However dissatisfied clients may be, law firms are still the
dominant provider of legal services to corporate America.
The same Thompson Hine survey states that 82 percent of
respondents had yet to retain a legal process outsourcing
company. Of those, half said they were unaware of either
LPO services or their value, while a quarter had not seen a
reason to hire them.
But Thompson Hine managing partner Deborah Read,
who commissioned the study as part of an effort to market
the firm’s project management and budgeting program
known as SmartPaTH®, said in an interview that law firms
are facing other threats if they don’t heed clients’ calls for
change. And she said “white noise” around innovation in
the legal market is “hurtful” to law firms and clients alike
who are interested in pursuing real innovation.
While there is a chunk of highly important legal work
that is insensitive to price pressure, Read said clients who
are dissatisfied with law firms will continue to pull the
larger swathe of “operational” legal work in-house.
“They’re taking that work in-house,” Read said. “And some
general counsel or chief legal officers who are interested in
innovating and doing more with less are innovating their
own in-house departments and getting pretty good at it.”
Among law firms there is much talk of change, Read
added, but clients often can’t determine before engaging them what firms are actually providing real budgets,
sticking to them and changing their staffing models.

That can make clients skeptical of law firms at large,
she said. And that shows
up in something Read said
she has seen in the market:
Few clients are making purchasing decisions based on
“innovation.”
“I think that is because
there is not a lot of knowledge out there about who
is really doing things differently,” Read said. “I do
Deborah Read
think firms now know that
it’s important to say, ‘We’re
engaged in legal project management. We’re engaged in
budgeting. We’re engaged in process efficiency.’ They
know that now. But I know it takes a long time to get
people trained in the way to do this and shift in their
approach.”
Read’s firm has been traveling that path since shortly
after she became managing partner in 2012, and Thompson
Hine currently has more than 2,500 matters being budgeted through SmartPaTH. About 15 percent of its matters
are engaged under alternative fee structures.
Thompson Hine’s goal, Read said, is to budget as many
matters as possible as lawyers at the firm continue to adopt
the new behaviors that budgeting requires: Talking with a
client upfront about the scope of a project; making costconscious decisions on staffing; and reporting progress to
clients. The firm’s technology, she said, is a tool to facilitate that behavioral change.
“It’s not something you can wake up and put on your
website,” Read said. “It takes a lot of time and effort. It’s
developing the tools that help affect the change. It’s training your lawyers to make the change. Budgeting a matter;
this is work.”
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