there is evidence from corporate legal purchasing habits that
some changes are here to stay.

Growing numbers of large multinationals are expanding
the scale and scope of legal work that is delivered from low-
cost jutisdictions. As a result, the recession has helped place
greater emphasis on differentiating between truly value-add
legal advice and commoditised legal support.

As the world economy recovers, it will be those firms that
adapt their business models that will continue to be able to
compete most effectively. Offshoring and outsourcing is one
option firms have to address these changes.

Legal outsourcing

The outsourcing and offshoring of services has been an
option for any major business in recent years, and a reality

in a large proportion of them. The legal industry has by no
means been immune to this trend, with the larger firms in
particular having taken a number of outsourcing routes in an
effort to reduce costs and build greater flexibility into their
business models.

In large patt, these efforts have ptimarily focused on back
office, practice support functions, especially in the areas of:
finance, secretarial and I'T. However, driven by a range of
influences, firms are increasingly looking at re-engineering
and outsourcing some of the core legal processes that define
their businesses.

It’s the economy, stupid!

While it’s true that the economy now seems to be stabilising,
the outlook for most firms remains tough for at least the
next 12 months. Revenues and margins have been hit by,
inter alia, a drop in M&A activity, a collapse in real estate
transactions, an increased use of arbitration rather than
litigation and, especially, by increasing pressure from clients
to reduce fees.
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threaten the ability of a firm to take full advantage of the
forthcoming upturn. As a result, firms are increasingly being
driven to find more inventive ways to maintain their service
levels, while maintaining margins. :

The obvious solution for many firms has been the
outsourcing/offshoring route. Several firms, including Allen
and Overy, have recently announced reviews of their sourcing
arrangements, while others are already in the process of
lowering their cost base through offshoring.

Both Clifford Chance and Baker & McKenzie, for
example, have been running programmes for several years
aimed at developing offshore support functions to give them a
more robust long-term platform for their businesses.

Practice support offshoring

The traditional route for offshoring in the legal industry has
been to focus on the back office aspects of the business. By
moving these support-services offshore, and leaving more
value-add services onshore, it is argued that you can maintain
service levels to both fee-earners and clients, while reducing
your costs and thus improving your margins.

Offshore centres are increasingly specialist in driviﬁg out
process efficiencies in transactional areas, such as general
ledger tasks or word-processing support. More nuanced,
non-standardised support can then be kept onshore in close
proximity to fee-earners.

For example, Baker & McKenzie in London has recently
moved transactional finance processes, such as accounts
payable and first drafting of bills, to its global services centre
in the Philippines. This has enabled London teams, which
were previously focused primarily on routine bill production,
to concentrate on revenue control, adding greater value to
the business.

Alan Kendall, finance operations manager at Baker &
McKenzie, thinks this solution offers the best of both worlds:






