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A VISION OF FUTURE LAW

By RON BEARD, MOZHGAN MIZBAN, AND LONNIE ZWERIN

uly 15, 2025. Four years to the day from
its 50th anniversary, the American
awyer yesterday published financial results
for the Am Law 25. And a momentous day
it was. The firm of Cravath & Wachtel fell
out of first place in profits per partner for
the first time in more than twenty years.
Jumping into the top spot was Kirkland,
Latham & Pogue, which now has more than
20,000 lawyers in seventy-three offices
worldwide. Managing partner, Bob Dell,
approaching his seventieth birthday, attrib-
uted much of the firm’s success to its
several offices in India and China. He looks
back fondly to the year 2004.

All of that may seem implausible, bur
twenty-one years from now is a long time,
and there are certain to be significant
changes as the years rush past. Many pun-
dits already believe that within the next ten
years, there will emerge no more than
twenty mega-international law firms, leav-
ing most others behind in the dust.

There will almost certainly be fewer law
firms in the United States in 2025 than ex-
ist today, with law firms continuing to follow
the consolidation that has already occurred in
most other service businesses. And there will
likely be fewer lawyers, at least in law firms.
The consolidation of all American industry
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may be slowing, but it will continue. Each
time two companies merge, some law firm
typically loses a client.

In the past twenty years, the ratio of
lawyers to the general population in the
United States has grown severalfold. It is
more than a reasonable assumption that this
rate of growth cannot possibly continue,
Similarly, the litigation explosion of the last
twenty years will most likely not continue
for another twenty. How can the pace of
merger and acquisition activity continue at
anything resembling the pace of the past
five or six years? Would-be acquirers will fi-
nally run out of candidates.

Oursourcing is another phenomenon that
is certain to gain in popularity, but there is
no sign that corporate America intends to
eliminate or reduce in-house legal depart-
ments and outsource legal services. Reason
number one: most law firms are simply too
expensive.

From what sources will the legal work
come to law firms in 2025? Firms will still
be called on for large business and financial
transactions and for “bet the farm” litiga-
tion, but there is reason to speculate that
there may be fewer of those megamatters
than there are today. The one exception may
be financing transactions. Companies will
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always need capital, and infrastructure projects through-
out the world will always need to be financed. The only
question here for law firms is how much of that work will
be done in-house, and there is no reliable answer to that
question today. Firms will also continue to be called on
to provide specialty services for which in-house expertise
is not economical for the company to maintain.

There is no indication that the American entrepreneur-
ial spirit will disappear, and we should all hope that it

“There will almost certainly be fewer
law firms in the United States in 2025
.o . And there will likely be

fewer lawyers, at least in law furms.”

does not. There will continue to be start-ups devoted to
new concepts and technologies. These small companies
will need lawyers and law firms, since usually it is not
economical to hire an in-house legal department at this
early stage of corporate life. But unlike the recent past,
the event providing liquidity for successful start-ups in
the future is far more likely to be a sale to a larger com-
pany rather than an initial public offering (IPO). As
industries continue to consolidate, it will be more and
more difficult for smaller businesses to compete. Add to
that the escalating cost of being a public company
(Sarbanes-Oxley and its progeny have added several new
layers of regulatory compliance, all of which carry con-
siderable cost), and it is reasonable to conclude that IPOs
will be less frequent than they have been in the past.
Again, a sale is made, and the start-up’s law firm has lost
a client.

Having said all this, we acknowledge that the past fifty
years have witnessed numerous business cycles of various
kinds and that generally there has been sufficient demand
for the services of American law firms. The two excep-
tions may be the recessions of the mid-1970s and the
early 1990s, but both recessions were relatively short-
lived and were followed by extended periods of robust
business for law firms. Even if this trend does not con-
tinue for the next twenty years, it is likely that change
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will occur at a pace such that well-managed law firms will
have time to adjust to any new environment.

What is our best guess as to what law firms will look
like in 20257 As alluded to at the outset, most of the sur-
vivors will be large, although actual size may vary
considerably. The market for clients and talent is certain
to be more competitive than it is today, and this will have
any number of effects on firms.

Sophisticated knowledge management (KM) tools will
have become the norm, as firms without them probably
will have failed or been acquired. But the increased use
of KM will commoditize more and more legal work and
reduce the number of high-end, premium-priced projects.

In a more competitive world, there is certain to be in-
creased pressure on fees. And what is the fate of the hourly
rate over the next twenty-one years? Is it realistic to be-
lieve that annual increases well above the rate of inflation
can continue? Will clients pay hourly rates of
$3,000—-$4,000 in 20257 Only the old-timers will re-
member that until the mid to late 1960s, project billing
was far more prevalent than it is today. As commoditiza-
tion and competition both increase, a return to increased
project or task billing may be in the not-too-distant fu-
ture.

Successful firms will have created a culture of client and
industry teams and client-service programs designed to
institutionalize clients and provide the very best service
on a 24/7 basis. Does this mean that lateral movement of

“What is our best guess as to what law furms
will look like in 20257 . . . most of the
survivors will be large, although actual size

may vary considerably.”

partners will cease, as their ability to leave with firm
clients is reduced? Not likely, since there will always be
top-quality lawyers who are perceived to be capable of
building a client base, even if they cannot bring one with
them. But it is not unreasonable to speculate that lateral
movement may become less frequent if firms are success-
ful at institutionalizing their principal clients.
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The pathway to partnership for associates is likely to be
steeper in 2025 than it is today. But if firms want to at-
tract talented young lawyers and remain competitive,
they must continue to admit qualified candidates who
have worked their way through the system. It is likely,
however, that two-tier partnerships will become more
prevalent and that most advanced associates will be non-
equity partners until they have demonstrated either a very
special expertise or a client-development ability sufficient
o cross the line to full-equity partnership.

Finally, we believe that firms will be much more diverse
in 2025 than they are today. With some notable excep-
tions, law firms have been slow to diversify, which is
necessary to reflect not only society in general but also the
tirms’ clients. There is substantial anecdoral evidence that
many companies now demand that their law firms’ client
teams reflect a greater degree of diversity. That trend is
certain to continue.

Over a period of twenty-one years, change is inevitable.
If we look back, however, we see some very interesting
phenomena. Other than gradual growth, there was very
little change in law firms from the turn of the twentieth
century through approximately 1980. Firms were largely
anstructured and unmanaged. In fact, if we turn the clock
back twenty to twenty-five years:

* Few firms had full-time management.

* Lateral movement of partners was very rare until the
American Lawyer began publishing financial results of the
larger firms.

* Some firms did not even have a full-time executive di-
rector or chief operating officer.

* Virtually no firm had a chief marketing officer (CMO)
or a marketing department.

* Geographic expansion of law firms was just beginning.

¢ Strategic plans and budgets were few and far between.

* It was unheard of for a firm to fail.

Today, of course, firms have full-time management, often
including more than one senior lawyer; lateral movement
of partners is an everyday occurrence; almost all firms have a
CMO and a sizable marketing/business development de-
partment; geographic expansion has been a principal focus
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during the last
twenty years for
many firms; budg-
ets and strategic
plans are an ab-
solute  necessity;
and unfortunately,
scores of firms have
failed over the last
twenty years.

This is a lot of
change in less than
a quarter of a cen-

tury. Firms also
lived through a
number of eco-

nomic cycles during
this period. Yet if
one looks around
today, surviving
firms are far stron-
ger than they were
twenty years ago.
Therefore,

lawyers” almost in-

despite

bred resistance to
change, change has in fact occurred, and most firms are
better for it.

It is impossible to predict accurately the landscape law
firms will have to navigate twenty-one years from now.
But change is a certainty, and the views expressed in this
article are mainly aimed at providing food for thought.
Law firms are managed businesses today, and as such,
most will adjust and survive. It is also inevitable that
some will fall by the wayside, some from poor manage-
ment but some simply by falling victim to a vastly
changed environment.
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group.com) ave partners in Zenghauser Group, a consulting firm that
collaborates with law firm leaders to increase profitability, enbance marker
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