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Executive summary

AA study of innovationpracticesand performancein law firms in the UKand Germanywas performed

: : during 2013 led by Codexxin partnershipwith the University of Exeter BusinessSchooland the

35 law firms in the UK. a.nd Germany Universityof LeipzigGraduateSchoolof Management Thestudyinvolvedatotal of 35firms, 14in the
were Surveyed for their innovation UK and 21 in Germany Firms participating from the UK were typically larger than those from

methods and results during 2013. Germanywith a medianyearlyrevenueof £70m comparedto £17m.
Awe definedinnovationas anythingthat wasnew to a firm and brought value— this broad definition
Innovation was defined as anything coveredincrementalaswellas‘ s tc ehm nnpavation

new to the firm that generates value. AThisstudyfollowed a previousone run by Codexxn 2006with 16 UKlaw firms. Theobjectiveof the
2013 surveywasto perform a more in-depth study of UKf i r apg@dachto innovation, particularly
0sincethe 2008economicdownturn andthe legalservicesderegulation Theopportunity to perform a

Overall UK and German firms, score similarstudywith Germanfirms and contrastapproachesand outcomesbroughtadditionalvalue

S|m|larly— at a middle tO_ low _Ievel AThesstudy found an overall similarlevel of innovation practicesand performancein the participating
compared to best practices in UKand Germanfirms, whichwastypicallyat a middle to low level,comparedto bestpractices Whilst
innovation. UKfirms had their mainfocuson processinnovation,Germanf i rfoecgsivason serviceinnovation
The difference,we believe,resultsfrom the impact of the legal servicesderegulationand the post
2008economicchallengesn the UK,with firms givingincreasedocusto efficiency

UK firms focused their innovation _ _ _ _

inl . t d AThe study also found a good level of correlation between innovation practicesand performance—
mainly On. Process Improvemen an showingthat if these practiceswere put in place, it was likely that improved performancein key
German firms on services. metricssuchasrevenuefrom new servicesand costreductionfrom processnnovation,would follow.

] AAnalysisof those firms who were leadingin innovation performance,showedthat UK performance

eadershad an averagelevel of practicesaheadof the study samplein every practicearea, thoug
The study showed that improved leadershad level of icesaheadof the stud lei i hough
innovation practices resulted in this was not the casefor Germanleaders(this might indicate some practice inconsistenciesn the
generally smaller Germanfirms). This finding gives support to the recommendedcomprehensive

better business performance- approachto innovation,establishinga systemto coverthe the key practices

. , K h || AFirmsidentified their key innovationchallengesasin resourcinginnovation, establishinga supportive
F1 r ms ey c a € dit¥eGne proc!ess@nd in! Iezmegh{p IQ}pYOv‘ng'fhngvation resourcesand processwere cited as
their innovation were in resourcing,  commonimprovementpriorities for firms.
culture and leadership. AThe report defined five guiding principles for law firms seekingto improve their innovation

capabilitiespasedon Codexxexperiencen workingwith law firmsin innovationsince2005
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What is innovation?

Introduction

Innovationisa‘ b r o la d ramd banmeandifferent thingsto different people Thiscanleadto confusionandresultin inconsistentresponseso

guestionsaroundinnovation Soto help ensurea commonunderstandingamongststudy participantsand consistencyn questionnaireresponses,
we includedan introduction and definition to innovationin the study invitation to participants* Essentiallyjnnovationis about derivingvalue
from ideas We find that the most effective definition for innovationfrom a businessstandpointisd L y' Y 2 & anuttingtifat is newto youand

generatesvalue¢ Thisis how innovation was consideredfor this study To help in determiningwhere law firms were focusingtheir innovation

efforts, we introducedthe d i me mmdeldonirsnodvation(shownon the nextpage)

Innovationis anythingthat is new to you ¢ and generatesvalue
Our broad definition of innovation meansthat incrementalimprovementaswell asradical

change should be consideredas * i n n o.vitaalse roearis that existing methods or

technologiesin usein other businesse®r sectors(or other parts of the firm) and applied

to your firm (or part of the firm) isalso* i n n o .vlaigbroadl view of innovationhelpsa

f 1 rnmahagementdevelopan holistic strategyfor innovation Whilst radical,step-change

or‘ di s r imnovatiovgeabsthe headlines,mostinnovationis of the incrementaltype.

In the servicessector,A ma z gnowtlshasbeen as much due to its continual focus on

improvingitsc u s t o ergenehcsthrough ongoingincrementalimprovementasit hasin

its strategicinnovationin developingproductssuchasits Kindlee-readet

Invention aloneis not innovation

Innovation is about creating or using an idea and generating value (e.g. increased ]
profitability) from it. Successfukxploitationof anideato delivervalueto the businesds a IdeaS
key requirementfor innovation— actionis needed Thisis why innovationis more than just

inventionor creativity Figure 1: Innovation is the conversion of ideas to value.

Institutionalisedinnovation requiresa healthy innovation system
Beingeffective at innovationrequiresmore than just the occasionafjoodideaor a progressivePartner Ourfocushereisnotonan® i ndi vi d
innovation, where a fee earner comesup with a new way of working True value comeswhen an innovationis WA y & (i A ( dajibeifigy | f A
acceptedand applied acrossa team, a departmentor the firm. To do this, researchand experiencehas shownthat a systematicapproachis
neededin key areassuchas culture, leadership client understandingand the applicationof methodsand resources In turn this will enablea
firm to be innovative Thisstudy exploredhow effective the innovationsystemis in law firms and what the key challengedirms are facingin
their innovationefforts.

*The study invitation letter and introduction to innovation is included in the Appendix.
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Where can law firms innovate?

Innovation Dimensions Innovation dimensions with examples of law firm innovation
To help in determining where firms were

focusing their innovation efforts, we Radical new ____ PARADIGM Radical new

introduced the ‘Di mensi on Sréenumoeghe | om’/”;’;‘;‘g "~ costbase

innovation, which breaks innovation
activities into four distinct types*: I

A Process- Removing waste, improving Wfb‘,based Pricing Right-skilling Fixed price work elements

service, cost or quality. solutions options /
\ / \ Waste

A Service— Developing new services for / elimination

your clients. OFFERING 5:0“55 )
e (8 ) e

A Market Position— Entering / e \

new/repositioning in existing markets. New & \ / \ Modularisation
tailored Com.plementary Standardisation
A Business Model Fundamental services services New IT solutions

change in your business value.

Il n each di mension a firm can_ ‘do not#lmg’, Geographical

make ‘incremental’', or ‘radi c®@fine MARKET 7 [ oconce
innovation. This is a model that has been - “What our
position is in

used by our academic partners and in our
consulting work on innovation across
services and industry segments for the
last decade. We used these categories in
reviewing firms’

Routes to market the market” Client segments

Figure 2: Innovation dimensions model showing law firm examples.

: . . . . Source: Codexx, based on

Il nhnovatil on acti viti es. original model by Bessant
and Francis.

*This model and definitions were included in the study questionnaire.
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Study participation

Al4 UK firms and 21 German firms participated in the study:.

AThe UK firms were well spread across revenue bands with a median turnover of £70m.

AThe German firms were smallethe median turnover was estimated at £17m*.

AParticipants in UK firms were typically Managing Partners or Partners leading innovation activities.

Participant Revenue (2012)

60 %
50%
40%
30%
20%
10%
0%
=£250m £100 - 250m £50-99m £30-49m <£30m
Revenue
KEY
Exhibit 1 Stud ticinant fled b X * The revenue of some of the smaller German firms had to be estimated UL -
Xnibit 1= Study participants protiled by revenue based on number of fee earners, as no financial data was provided. Germany =—
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Section 1 The innovation landscape in law firms
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What is the level of innovation in the participating law firms?

Level of innovation activity in participating firms

45%

40%

35%

30%

23%

20%

15%

10%

5% -

0% A
1-We have little to no 2 -We have pockets ofad hoc 3 - We systematically invest 4 - We systematically invest
innovation activity innovation activity time & money in innovation substantial time & money in

innovation

Sample size: 14 UK law firms, 21 German law firms

KEY
UK —
Exhibit 2— Level of innovation activity in participating firms Germany ==

codex:
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What is the maturity of innovation in firms?

Nature of innovation produced
45%
40%
35%
30%
25%
20%
15%
10%
5%
0% .
1-Little to noinnovation 2 - Patchy examples of 3 - Some examples of 4 - Widespread 5 - Widespread
produced incremental innovation radical innovation incremental innovation  incremental innavation
and some radical
innovation

Sample size: 14 UK law firms, 21 German law firms

KEY
UK —
Exhibit 3- Nature of innovation produced in participating firms Germany =

codex:
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Commentary-innovation activity and maturity

Levelof innovation activity within firms

Firstlywe soughtto understandthe level of innovation activity within law firms and askedparticipantsto position their firm againsta
simple activity scale(see Exhibit2). Only 1 UKand 2 Germanfirms consideredthat they had* ’* | tb hotinnavationa c t i. Mostt y ”
recognisedhat their innovationwas fragmentedand not very structuredwith * p o cdf adthac innovationa ¢ t i Howedverabouta
third of UKfirms consideredthat they investedsubstantialtime and moneyin innovation For exampleone firm had mappedall their
processedo supporttheir efficiencyimprovements another had developednew productsand dedicatedpartner time to this, one was
runninga firm-wide lean programme,and anotherhad an on-goingbusinessfficiencyprogramme On averageboth the Germanand UK
firms scoreda levelof 2.9.

Lawfirm innovation maturity

We then profiled participatinglaw f i r magurity in their innovation programmes(Exhibit3). Our maturity measurerecognisedhat in a
law firm (or any professionakervicedirm) a major barrier to innovationis in the difficulty of engagingiee earnersin innovationactivities
due to their primary focus on chargeabletime. Many law firms also lack effective processesfor innovation and therefore individual
Partners can drive innovation - often ineffectively - through championing* p @ t o j. 8lwetefsré we consideredthat widespread
engagemenin incrementalinnovationis indicativeof a higherlevel of innovation maturity (dueto the requiredlevel of engagementand
changesdn firm culture for example)than a few examplesof more radicalinnovation Theformer is evidenceof an embeddedinnovation
systemthat providesthe firm with a strongand sustainableplatform for innovation Thelatter is highlydependenton a few partnerswho
may not providerepeatedinnovationfor the firm and maywell leave

Oursampleshowedthat the bulk of firms did not havewidespreadengagementin their innovation Innovationtypicallyconsistedof a few
uncoordinatedinnovationprojectsthat deliveredincrementalor radicalimprovements Thisreflectsthe * s indtuce bf law firms wherethe
structure of Partnerled teams, basedin separateoffices, providesmultiple barriersto firm-wide innovationactivities Partnersare often
motivated (through reward) to focus on their own t e a perfermanceto the exclusionof others. In addition, the typical lack of an
encompassinginovationculture andsystemin law firms makesrepeatedand sustainablannovationhighlyunlikely

Whilst none of the UKfirms participatingconsideredthat they hadproduced® | i t it h re d \n averia quarter,of the Germanfirms did.

Thiscouldmeanthat Germanfirms havebeentougheron themselvean definingwhat® | ii tntnloes medamsia comparisorwith the UK
firms. Or it could meanthat the Germanfirms have beenfeeling lessdrive for innovation due to the lack of the deregulatoryforce for

change comparedto that beingexperiencedn the UKmarket Overallthe UKfirms averagescoreon innovationmaturity wassignificantly
higherthan Germanfirms, at 3.3, comparedto 2.4 for Germanfirms.
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Firms identified their strengths in innovation

UK firms identified strengths by practice German firms identified strengths by practice
_ Learning Learning Leadership
External Links 0% 0% 4% 3%

11%

Process
8%
Strategy

5%

Exhibit 5- UK law firm identified strengths grouped b Exhibit 6- German law firm identified strengths grouped by
innovation practice areas innovation practice areas

<

Note: All quotes are from participants
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Commentary—firm’ S I nhnovation strengths

Measuringinnovation strengths
We askedfirms what they consideredtheir three strengthsin innovationwere. Of coursethis is a subjectiveview and

Resources were firms will havea mixedlevel of understandingof innovationneedsand therefore the level of their own capabilities So
cited the most often this questiongivesa perceivedunderstanding— rather than an objective one. Nonethelessit is useful to review the
as the area for overall responsesand contrast them between the two countries and also againstwhat we know about law firm

innovation strength innovationcapabilitiesfrom our work in the legalsector Tohelp in the analysiswe usedour innovationmodel practice
for UK firms areasas‘’ b u c tog@roup the responsesand then calculatedthe frequencyof responseghat fell into that practice
: “ b u cckneparedto the total numberof responsedor that country. Theresultsare shownin Exhibitss & 6.

What we found

A Practicesn innovation Climate (coveringaspectssuchasculture and values)were identified by Germanfirms asthe
largestareaof their strengthsfor innovation,with 45% of strengthsfalling into these categories In comparison26%
of innovationstrengthswere cited by UKfirms in this area The Germanscoreis muchhigherthan expected,based
on our experiencein working with UKfirms. In our experiencelaw firms are typically conservativewith a partner-
basedgovernancanodelthat tendsto be autocraticand a primaryfocuson chargeabldime asthe measureof their

None of the firms
considered their

Learning practices employeeperformance Theseelementsd o mormallyprovidea supportiveclimatefor innovation
as an innovation A Resourceswere cited the most often (29% of strengths)as an innovation strength for UK firms, these included
strength. examplessuch as havinga Leancoordinator, an internal support team for innovation activities, an ideasforum &

quarterlyreward,definedfundingfor innovationprojectsandin-houseprogrammefor ClientFocusedmprovement

A Noneof the firms consideredtheir Learningpractices(e.g. KnowledgeManagementjasan innovationstrength This
is a surprisegiven the focus firms have typically placed on KnowledgeManagement It may be that theyd o n ' t
considerthis that relevantto their effectiveinnovation
Practices for A UKfirms were more likelyto considerLeadershipasa strengthin their innovation,than were Germanfirms. Thiswas
direction setting in typically down to practicessuchas visible leadershipfor innovation from senior partners and managers,a young
innovation were managementeam, seniorrole establishedo focuson strategyand partnerautonomy,
. A Theinnovation Processvas cited few times asa strengthin both countries,andin our experiencethis matchesthe
comparatively weak : : . . : .
in fi ¢ h reality for firms, where there is typically no systematicway to generateand explore new ideas,then selectand
In |rm§ rom bot implementthe most promising
countries. A Overallthe key practicesfor * d i r e @tt itio inmgvation (namelyleadershipand strategy)were comparatively
weakin firms. Without this, innovationactivity will havereducedimpacton the business
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Section2Fi r ms’ | nnovation practices & pe
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Commentary- Effective innovation requires an holistic system

L. . There needs to be strong Values, beliefs and behaviours
An effective mnovatlo: and active management that encourage innovation need
process & metrics nee support for innovation to be developed in the business
to be established PP How _d° we
innovate?
\ |
Leadership
Innovation Process Climate / N
& Controls ) o
System L ®
M Innovation
Ideas Select Implement —
) ) .
""l-?fbf)f
\. f’

A Vision and Strategy Strategy
for innovation needs e
to be established to T
guide innovation Resources }

External Linkages

/

Strong linkages with clients, suppliers A system for capturing
and others need to be established to and sharing learning
help generate new ideas needs to be put in place

People, time and

methods need to be
available to support
innovation activities

©2006 Codexx Associates Ltd

Exhibit 7-Model of innovation as a system

Commentary

Research and business experience has shown that a systematic approach to innovation is required for sustained innoeaorh&lcc
system requires effective practices across the 7 areas illustrated in Exhibit 7.

codex:
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Participating firms’ i

nnovation pract

Innovation Practices

70%
65%
60%
55%
50%

Rating %

45%
40%
35%
30%

Practice element

KEY
UK
Germany =

Exhibit 8- Average level of innovation practices in UK and German law fir

codex

energizing change

ns

Sample size: 14 UK law firms, 21 German law firms
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Participating firms’ l nnovation perfo

Innovation Performance

Rating %

en us
.mpTO\Jem SEN\CE fo N
ocess nent” marke
P ove . e o
'ﬂ'ﬂ'pf T
proces®

KEY
Performance element UK —_
Germany =

Exhibit 9- Average level of innovation performance in UK and German law firms Sample size: 14 UK law firms, 21 German law firms
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There was a large spread in participating law firm innovation capabilities

KEY

Graph shows overall
Practice & Performance per
firm

Practices covers:

Ways of working

i.e.. strategy development,
leadership, climate, innovation
process, learning, client
involvement.

Performance covers:
Business outcomes

i.e. new product revenue,
process improvement for
service or efficiency, time to

Law firm innovation practicesv performance

100%
Leaders
90%
80%
-Q x Q
o 70% S
| .
8 + A|—L
N  B60% <
2 0 B A R
L + G

5 50% X — AG
£
o
£ 40% Y |
e . A oF

30% X E X WAA

x AE X AF o)
(& + Y
20% 85 - H
B AC
10%
Laggers _ -
OO/E) T T T T T T T T T
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Practice score .
Correlation = 0.69

market.
Average score
Practice: 56%
Performance: 43%
codex

Exhibit 10- Innovation practice v performance by patrticipating firms
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Section 3- What are innovation leaders doing differently?

What can we learn from firms
leading In Innovali
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Commentary-what are the innovation performance leaders doing differently?

Why studyinnovation leaders?
It is helpful to understandany practiceswhich appearto have a higher relative impact on innovation successto
guidelaw firm improvementactivities We cando this by studyingthe firms with the highestinnovationperformance

We compared the andfindingthosepracticeswhichare different to the average

practice scoring of

these innovation |dentifyinginnovation leaders

leaders against the To do this we identified a sub-set of innovation performanceleaders Specificallywe identified those firms with
overall study sample. innovationperformance(i.e. the averageof performancemeasuressuchasnew productsdeveloped,revenuefrom

recent innovation etc.) that scored50% or more. Thistotalled 36% of the participating UK firms and 48% of the
Germanparticipants Thenwe comparedthe practice scoringof the innovation leadersagainstthe overall study
sampleasshownin Exhibit12. We alsohighlightedsomeleadingpracticesbeingusedby the UKinnovationleaders
The UKand Germaninnovation performanceleadersscoredsignificantlydifferently and so we have assessedhem
separately

The UK innovation
performance leaders
scored ahead of the
overall study average
in all practice areas

UKinnovationleaders
Therewere five UK firms in the innovation leader group, basedon their performancescoring50% or more. The
averagescoreof theseUKinnovationleaderswasaheadof the studyaveragen all practiceareas(seeExhibit12):

A Practicess=20% pointshigherthan average Vision& Strategy,Culture,Clientinvolvement

A Practices>=10%higherbut <20%higherthan average ProcessResourceQtherExternalinvolvement

Germaninnovation leaders
Therewere ten Germanfirms in the innovationleadergroup, basedon their performancescoring50%or more. The
averagescoreof theseGermaninnovationleaderswasnot aheadof the overallstudyaveragejn all practiceareas

A Practices< average Vision& Strategy,Clientinvolvement
A Practices>=20%pointshigherthan the average Learning

A Practices>=10%higherbut <20%than average LeadershipCulture,Resources
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UK innovation performance leaders were ahead of the study average in all practice ar

Practice Scoring - Performance Leaders v All
100%
90%
2 80%
£ 70%
E 60%
o 0%
2 40% |
E 30% - am wm = Al firms
a 20% — | caders (Germany)
0
1U;{] —— | paders (UK)
0%
5 e & X *
E?;\ “E”':‘Q & X e $% & &
& &S o
f_;:* "bb Qt‘ O O Mﬁ? \-..‘;E“ x:he’ Performance leaders were defined as
Y N4 QE" 20 2O those participating firms with
) D‘:\ S -»..‘F“ innovation performance of 50% or
G {:" e‘:" more, This was achieved by 36% of
~y d;x'z' O‘F participating UK firms and 48% of
German firms.
Exhibit 12- Comparison of practice scoring for innovation performance leaders compared to all fifms
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Section4-Fi r ms'’ future I nnovation I ntent

Intend to focus
S INn the next
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How will innovation change in the next 3 years?

How innovation level will increase in next 3 years

4 - It will increase a lot

3 - It will increase a little

2 - No change

1 - It will drop

0% 10% 20% 30% 40% 50% 60% 70%

Sample size: 14 UK law firms, 21 German law firms

KEY
UK —
Exhibit 13- View on future of innovation level in legal secteaverage by country Germany =
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Commentary-innovation in the next 3 years

How will innovation change in the legal sector in the next 3 years?

There is a major difference between the UK and German firms in their outlook on innovation in the legal sector as camidexbdan

13. Over 60% of UK firms consider that innovati on essthan20fef | eg
German firms. Indeed more than 10% of German firms expected innovation te-dnepe were no UK firms who believed this.

In our view, the prime reason for this chasm between the UK and German views is ttleaxpected continued impact of legarsices
deregulation in the UK. Whilst firms in both countries will face challenging market conditions, increasinglpoadesl cliets and the
deployment of new interneenabled business models, the impact of deregulation in the UK legal market will undoubtedly bg thévin
requirement for a higher level of innovation amongst law firms.

UK firms will experience a number of external changes in their competitive market, including:

A Firms reducing service costs through improved efficiency from the application of Lean-angineering approaches

A An increasing level of fixed fee service offerings from firms who are standardising and better controlling service delivery

A New corporatebased ABS entrants leveraging their branding and process expertise to increase price pressure on high vot@sie servi
A New internetenabled service models (aping Rocket Lawyer and the like) coming to the market

A Further clientdriven aggregation of work (as in the Balfour Beatty deal with Pinsent Masons in 2013)

A Continued mergers as firms seek to achieve benefits of scale and scope

How will UK firms respond?

Ultimately firms need to respond to this newly dynamic market, which requires innovation in:
A Strategic approach in dealing with the new demands of the market

A Processes to improve cost and service competitiveness

A New services to improve differentiation

A Improved postmerger optimisation to truly leverage potential synergies

A Establishing a culture and system for repeated and sustainable innovation/improvement

Developing these capabilities wil!/l require a significant i mp
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Where do firms intend to focus their innovation activities in thext3 years?

codex:

Innovation focus over next 3 years

Process innovation

Business model innovation

Service/Product innovation

Market positioning innovation

Sample size: 14 UK law firms, 21 German law firms

Exhibit 14- Expected innovation focus of participating firms in next 3 year

KEY
UK —
S Germany =
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Commentary—firm’s |l nnovation focus over

innovation focus was
predominantly on
process innovation.

In contrast, German
FANN Q& T dzi dz2NB
focus was mainly on new
and enhanced services.

An obvious difference is
the regulatory
environment for law
firms that is in place in
the two countries and it
Is this which has driven
the different competitive
responses

codex

Futureinnovation focus

Y TANNaQ *Fdzi d%%@cipantswere askedwhat they believedtheir f i rimnovationfocuswould be over the next 3 years

Theresultingprofile shownin Exhibit14 is not dramaticallydifferent from that of Exhibit4, which showed
wherefirms hadfocusedtheir innovationefforts in the previous3 years Thekeydifferencesbeing

A UKfirms showan increasein the % of focuson businessmodelinnovation at the expenseof a slight
decreasein Processinnovation Thislikely reflectsf i r recednitionthat the ongoing competitive
pressuresnayrequiremore radicalactionsto be takenoverthe nextfew years

A Germanfirms show little changein their innovation focus between the last 3 yearsand anticipated
next 3 yearswith servicesnnovationstill the dominantfocus,followed by marketpositioning

AYY20FGA2Y
Why the difference?

Theobviousquestionis why is there sucha differencein the future focusareasfor innovationin the two
c o u n tlawvfirrassespeciallygiventhat their overallinnovationpracticeand performanceis quite similar?

An obviousdifferenceis the regulatoryenvironmentfor law firms that isin placein the two countriesandit
is this which has driven the different competitive responsesIn the UK, the LegalServicesAct of 2007
enabledthe deregulationof the UKlegalmarket New entrants and investmentwere enabled— including
major corporatessuchasthe AA,RACand Capita— settingup legaloperationsable to operate on the open
market, thus creating increasedcompetitive pressures,especiallyon cost So UK firms have particularly
focusedon improvingtheir efficiencyof operation— hencethis innovationfocus No suchderegulationhas
occurredin Germanyandthusthe focusis primarilyon new valuethroughservices
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Section 5- Challenges to innovation

What do the firms consider as thel
key challenges t@ improving their
Innovation”

COdeX Study of innovation in UK & German law firms 26F3nal Report
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Firms identified their key challenges to improving innovation

UK firms identified challenges to innovation - by practice

Learning
0%

Exhibit 15-U K

firms’

c hal Fgraupee by practce |

codex

energizing change

nnov

German firms identified challenges to innovation - by practice

Learning
3%

aBxhibd 16-Ger man

firms’ ¢ hagdgrdueed loy @ractice|o

Study of innovation in UK & German law firms 26F3nal Report



Section 6- Taking action

How can law firms improve their

COdeX Study of innovation in UK & German law firms 26F3nal Report
energizing change



Commentary—firms’ priorities for 1T nnovat

Determining® A Ng¥igtities for innovationimprovement

We askedthe patrticipatinglaw firms which one thing they would do to dramaticallyimprove their innovationand
Firms from both the UK  groupedthe responsesagainstthe practiceareasof the innovationmodel shownin Exhibit7. Thisis not intendedto
and Germany recognised be a rigorousanalysis- the number of responsesio not enablethat — but it doesgive a usefulindication of where
that improving the firms considerthey mostneedto focustheir improvement Theresultsare shownin Exhibit18.

resourcing of their

: : Improvinginnovation resourcesand processare commonpriorities
innovation was a key

Firmsfrom both the UKand Germanyrecognisedhat improvingthe resourcingof their innovationwasa key priority.

priority. The specificresourcesrequired were essentiallyin getting the time and skillsof the appropriatefee earnersmade
availablefor innovation activities Firmsfrom both countriesalsorecognisedthe needfor an improved innovation
processand,to alesserdegree,animprovementin their leadershipfor innovation

Only a few firms Some UK firms also highlighted the need for improvementsin their strategy for innovation and also in better

identified leadership as  involvementof clientsin innovationactivities In contrastGermanfirms mentionedneither of theseareas German

an area for firms rated the needfor improvementsin their innovationclimatemore stronglythan did UKfirms. YetGermanfirms

improvement. In the UK had rated their climate for innovation as a much higher strength than had UK firms (see Exhibit 6). This might

this focus was on moving indicatea strongerawarenessn Germanfirms of the importanceof thef 1 r alrhasefor innovationsuccess

away from the

_ Therewaslimited focuson leadershipimprovement
partnership structure.

We noted in Section5 the pivotal importance of leadershipin enablinginnovationin firms, yet only a few firms
identified leadershipas an areafor improvement In the UK, this focuswas on moving away from the partnership
structureto a more dynamicstructuresuchasa corporate—recognisinghe partnershipmodelcanslowchange

az2zal TFTANY& RImpfavinglLearidgpracticesisnot seenasimportant

consider that Iearning Theneedto improvelearningreceivedone mention by Germanfirms and none by UKfirms. It wasthe areaof least
practices are key to importancefor improvement It wasalsothe innovationpracticewhichfirms rated astheir loweststrengthwith both
effective innovation. countriesscoring0%in this area(Exhibitss & 6). Howeverfirms scoredmiddlingin learningpractices(Exhibit8) with

Germanfirms scoringhigherthan UKfirms. Sowhat doesthis mean?Our conclusionis that firmsd o nyét tonsider
that learningpracticesare keyto effectiveinnovationandseetheir innovationchallengessbeingin other areas
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Final thoughts

Thestudyhasshownthat law firms in UKand Germanyrecognisethe increasingmportanceof innovation
in their sector It alsodemonstrateshat most firms havea middlingto-low level of innovationcapabilities
and performancecomparedto best practices Onlya few progressivdirms in the study were givingfocus
andresourcegdo developingtheir innovation Sothere is alargegapin innovationcapabilityto be bridged

Thegood correlationbetween practiceand performancescoringdemonstratedthat law firms who put in

placeimprovedinnovationpracticescanexpectto achieveimprovedbusinesgperformance

The study has shown that
law firms recognise the need
for improvement, for
innovation, to deal with the
increasingly challenging
market conditions. Whilst overallthe UKand Germanbasedfirms had a similarlevel of innovationpracticeand performance,
there were significantdifferencesin the viewsof firms in eachcountry on the importanceand direction of
innovation in the legal sector and in their innovation activities and plans We also had some concerns
regardingthe high level of practiceand performancerating by some of the Germanfirms — which might
Law firms who put in place  possiblyhavebeenoveroptimistic.
improved innovation

practices can expect to Uk-basedfirms are facinga more challengingousinessenvironmentdriven by deregulationthan are the
achieve improved business Germanfirms and therefore have a clear need to respond UK firms are focusingmore strongly on
performance processbased innovation, to help improve efficiency and improve costcompetitivenessthan are the

Germanfirms, who areinsteadprimarilyfocusingon the developmentof new services

Theinitial challengefor mostfirmsisto establishinnovationhighup on the agendainthe f i rleadesship
and then to developa strategyfor utilising innovationto raise competitiveness Thereis clear evidence
thatint o d a&gmpeditive legalenvironmentinnovationis key to sustainedcompetitivenessand hence
longterm success

The initial challenge for most
firms is to establish
innovation high up on the

H3sS )f_R I Ay UKS O-ﬁrcé‘thws%gdershipand direction for innovation, the other required mechanismsanthen be put in
leadership. placeand the experienceof others together with knowledgeof proven methodscanbe appliedto drive
effectiveandsustainablennovation
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Further information

For further information on this study or to discuss approaches for improving law firm innovation,
please contact:

Alastair Ross
Director, Codexx Associates Ltd

Website: www.codexx.com

Email: innovation@codexx.com
Phone: +44 (0) 7766 525433
Mail Codexx Associates Ltd

3-4 Eastwood Court

Broadwater Road [ Al ROSS S

Romsey, SO51 8JJ |nn0vating Sowen
Professional
Services

United Kingdom

Further information on innovation:

Codexx has produced a number of whitepapers on professional service innovation that are
available to law firms on request:

W{GdzRe 2F Ayy200A2Yy LINIOGAOSa Ay YIFI22NI!Y €1
ProcessREY AAYSSNAY3I Ay [l 6 CANNVAQEZ WLYY20FGAY3 L

WLyy2@0FiAy3 LINBERNEFAF2WNVA yaAS BBMNGESE RogRis @ BeOA S
published by Gower in May 2015.

About Codexx:

Codexx was established in 2002 to provide innovation and transformation services for businesses. It
has provided consulting services to clients in the industrial and services sectors, both in the UK and ERIEEEEIanI-a I IEEnt B {ita=atan
internationally. Since 2005 it has consulted to a number of major UK law firms including ASB Law,
BLM, Bevan Brittan, Blake Morgan, Burges Salmon, GJE, Mills & Reeve, Nabarro, Norton Rose
Fulbright, Pinsent Masons.
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