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What is a Legal Department Business Plan? 
! " Six Foundational Areas 

! " Legal Service Delivery and Business Process 
! " Organizational Structure 
! " Internal Resource Optimization 
! " Outside Counsel Management 
! " Process and Technology 
! " Operational Performance Management 

What is in a Legal Department Business Plan? 

Outside Counsel 
Management 

Systematic framework for 
hiring and managing outside 
counsel to reduce total costs 
through partnering  

Non Law Firm Strategic 
Sourcing 

Coordinated process for using 
non law firm services, based 
on economies of scale and by 
eliminating third party profits 

Internal Resource 
Optimization 

Process for determining what 
tasks and matter types are 
better performed by internal 
vs. outside resources 

Performance Management 
Develop and monitor goals 
with clearly associated 
performance metrics, 
designed to incent, drive and 
sustain change 

Process & Technology 
Optimization  

Develop and leverage 
standardize processes and 
integrated tools across all 
practice groups to provide 
reliable, timely and accurate 
information for decision making. 

Primary Operational Areas of Focus 

Primary Foundational Areas of Focus 

Organizational Structure 
Organize the Department to 
align with the corporate and 
legal strategic plan, support 
career development and 
coordinate delivery of services. 

First things first…Defining a Strategy 
! " Align with the Business’ objectives and strategies 

Mission 
What We Do 

Vision 
Who We Are  

Future State 
Where We Want To Be 

Values/Goals 
How Do We Get There 

Operational Perf. Mgmt. 
Measuring Achievement  

Doing the Right Work: Prioritization 
! " Prioritize the entire 

portfolio of legal work 
required by the Business 
based upon: 
! " Risk Potential 
! " Alignment with 

Strategic Direction 

Medium 
Value High Value High Value 

Low Value Medium 
Value High Value 

Low Value Low Value Medium 
Value 

High Low 
Low 

High 

R
is

k 
Po

te
nt

ia
l 

Alignment with
 Strategic Direction 

! " Move from reactive to proactive legal service delivery 
! " Drive allocation of resources (internal and external) based 

on the value of work 
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Doing the Work Right: Implementation 
! " To implement the most effective and productive 

plan, balance the use of all available resources 

Process 

!" Law Firms 
!" Internal Resources 
!"Others (Consultants, Experts, etc.) 

!"Matter/Financial Management 
!"Outside Counsel Management 
!"Contract Management 
!"Document Management 

!"Content 
!"Methodology 
!"Technology 

People 

Tools 

Overview 

! " Goals for Strategic Plan 

! " Getting Started 

! " Using the Plan 

Goals 
! " Stimulate communication 
! " Identify strengths, weaknesses, opportunities, threats 
! " Create dialogue about priorities 

Getting Started 

! " Develop commitment by senior law department 
and business leaders 

! " Designate team with accountability 
! " Identify primary business contacts 
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Getting Started 

! " Schedule discussions 
! " Analyze and prioritize information 
! " Organize issues into small number of functional 

categories 

Getting Started 

! " Collect and prioritize tasks 
! " Set measurable goals, metrics 

Using the Plan 
! " Communication 
! " Prioritization of Work 
! " Continuous Improvement 
! " Development of Annual Business Plan 

How Did We Do It? 

! " Discussion of specifics 
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Identifying the Short and Long Term Objectives 
! " The corporate business plan is a pyramid. 
! " The apex rests upon each individual business unit’s plan. 
! " The Law Department is a corporate organization; however….. 
! " The Law Department’s plan must support all plans. 
! " The Law Department is part of the base of the pyramid. 

Know What Is At The Apex 
! " Cash Management. 
! " Improve Product Distribution. 
! " Improve Return on Sales. 

How Can the Law Department….. 
! " Help with cash management? 

! " Assist business organizations with collecting 
receivables. 

! " Use collection firms for the worst accounts. 
! " Draft sales contracts with optimal short payment terms. 
! " Draft purchase contracts with optimal long payment 

terms. 
! " Streamline your own spend rate. 
! " Do your lawyers need to attend five CLE seminars? 

How Can the Law Department….. 
! " Help streamline product distribution? 

! " Support business unit’s termination actions. 
! " Draft termination letters and settlements. 
! " Develop defensible positions to avoid litigation. 
! " Draft new agreements with performance provisions. 
! " Draft new agreements with no liability exit provisions. 
! " Work with contract managers to enforce agreements. 

ACC's 2008 Annual Meeting Informed. In-house. Indispensable.

6 of 16



How Can the Law Department Help….. 
! " Improve return on sales? 

! " Ask management about what is dragging down ROS. 
! " Take time to understand the financials. 
! " Identify the top five business capture opportunities. 
! " Ask the business leads how they intend to capture the 

opportunities. 

The Planning Process - Questions 
! " What is the law department’s mission? 
! " How involved are attorneys in the firm’s work? 
! " What types of legal service does the company 

need? 
! " What are the legal function's responsibilities? 
! " What expectations does management hold? 
! " Where will legal work be needed? 
! " What style of in-house role is desired? 

Planning Process Due Diligence 
! " What were past staffing levels?  Were they 

adequate? 
! " What legal service did the company buy and 

where? 
! " What are business plans and what legal service 

will they require? 

Planning Process – Inside/Outside Needs 
! " How much of each type of legal service will be 

needed and where? 
! " What is the most effective mix of in-house and 

outside talent? 
! " What are the strategic strengths of each? 
! " Are the available skills complementary? 
! " Were there any gaps in legal talent available? 
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Strategic Strengths of In-house Counsel 
! " Proximity to internal clients 
! " Institutional memory 
! " Textured understanding of company’s needs and 

preferences 
! " Commonality of understanding with clients 
! " Day-to-day availability to clients 
! " Lower cost than outside counsel (per hour) 

Weaknesses of In-house Counsel 
! " Staffing constraints 
! " Bar admissions 
! " Geographic remoteness from agencies and courts 
! " Resources (library, etc.) available 

Strategic Strengths of Outside Counsel 
! " Law firms exist on account of the attorneys 
! " Function solely as counsel (relevant to privilege 

availability sometimes) 
! " Needed bar admissions 
! " Proximity to courts, etc. 
! " Familiarity with procedures of courts, etc. 
! " Representation of multiple clients provides 

broader perspective 

Design of the Legal Function 
! " Take advantage of strategic strengths of in-house 

and outside counsel 
! " Take into account the department’s mission, 

resources, management’s expectations, etc. 
! " Determine how to most effectively (cost and other 

criteria) meet the business’ goals? 
! " Address role of client (demand management) 
! " Define roles of technology and teamwork 
! " Incorporate inside and outside components 
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Fee Structures 
! " Design fee arrangements to achieve organization’s 

goals 
! " Align interests of outside counsel to those of the 

company 
! " Take into account resources inside and outside 
! " Look for work or tasks that can be completed 

other than by lawyers (unbundle) 
! " Create appropriate incentives 

24ACC Docket May 2006
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As in-house counsel, above all else, we are managers. We 
manage our departments, we manage our relationships with 
our corporate clients, and (sometimes, it seems, more than 
anything else—especially when the bills arrive) we manage 
outside counsel relations. This leads to an obvious connec-
tion with the late Peter F. Drucker, often referred to as the 
father of management. Drucker emphasizes the importance 
of having a Theory of the Business, defined as: 

a set of assumptions as to what its business is, what 
its objectives are, how it defines results, who its cus-
tomers are, what the customers value and pay for . . .  

A Theory of the Business operates much like a lawyer’s 
Theory of the Case: With the theory in hand, you are in a 
position to create a strategy. The purpose of strategy, of 
course, is “to enable an organization to achieve its desired 
results in an unpredictable environment.”1 

The need for strategy leads in turn to the principle of or-
ganizing resources to achieve results. In Drucker’s words: 

Management exists for the sake of the institution’s 
results. It has to start with the intended results and 
has to organize the resources of the institution to at-
tain these results. It is the organ to make the institu-
tion, whether business, church, university, hospital or 
battered women’s shelter, capable of producing results 
outside of itself.2

So, how should we go about organizing our resources? 
As in-house counsel, we can benefit from the tips that 
Drucker so insightfully offered to business managers. 
Drucker has stated that there are five basic operations in 
the work of the manager:

Managers set objectives.
Managers organize.
Managers motivate and communicate.
Managers measure.
Finally, managers develop people, including themselves.3 
Let’s look at these in connection with managing our 

own in-house team, particularly in its relations with its 
outside counsel members. 

•
•
•
•
•

Managers Set Objectives
One useful objective for in-house counsel is to review 

each case after the first 90 days to determine if it should be 
settled or tried. It is generally acknowledged that resolving 
cases earlier leads to better results. You can save money 
and time as well as avoid productivity losses when you have 
decided early to settle a case that does not have a winning 
position. At the very least, the business people can focus 
their efforts on your organization’s operations rather than 
being involved in discovery responses and trial preparation.   

Another objective: Set an initial case strategy at this 
90-day review, which you would then update at appropri-
ate intervals (e.g., quarterly or semiannually). The strategy 
could include a suggested dispute resolution method suit-
ed to that dispute. Different dispute resolution methods 
could be arranged on a continuum; the endpoints would 
be “retain more control over a dispute” (think negotiation) 
and “give up control over a dispute” (think litigation), 
with mediation, arbitration, and other ADR methods in 
between. We are probably familiar with the respective ad-
vantages and disadvantages of the different methods, but 
it is likely legal costs will be lower the closer you are to the 
negotiation and mediation end of the continuum.

Managers Organize

Organize fact-finding and research
Setting an objective of early case assessment requires 

knowing the relevant facts and applicable laws. To pro-
mote the success of your early case assessment, organize 
fact-finding and legal research so you have a report of the 
material facts and relevant laws prepared for the initial 
90-day assessment (and then update that report for the 
subsequent assessments).

You can also prepare forms to organize fact-finding 
for the kinds of claims you handle most frequently. For 
example, we have supervisory fact sheets for labor griev-
ances and arbitrations, and incident reports for slips and 

34ACC Docket May  2006
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ters. Metrics showing recurring matters might lead us to 
develop preventive training or a procedure that could be 
performed by a lower-cost resource. For example, claims 
reports prepared by claims investigators could provide 
solid factual summaries for the early case assessments.

Seeing recurring matters in litigation and asking, “What 
does this situation require?” might lead you into a discus-
sion about hourly billing and alternatives. I work with lots 
of outside engineering firms, and hourly billing methods 
are the exception, not the norm. Billing methods are based 
on the predictability of the work—lump sum rates where 
both sides can predict the amount of work necessary, and 
hourly rates where it’s difficult to make such a prediction. 
Most of the time some sort of “cost plus” arrangement is 
used—a combination of cost reimbursement plus a profit 
percentage (either a fixed percentage or one set to encour-
age efficiency). Many preventive projects would likely 
involve finite work. I am optimistic about our ability to 
develop lump sum fees by identifying the predictable or 
recurring work that we assign to outside counsel. 

Another measure receiving attention: litigation budgets. 
Much has been written about budgets and how outside coun-
sel are uncomfortable preparing them. Yet James McElhaney, 
author of the Litigation column in ABA Journal and frequent 
CLE presenter, encourages trial attorneys to prepare plans 
and strategies for each case. I have attended his seminars 
(an entertaining way to get 6 CLE hours); he talks about a 
“tailored discovery plan,” which he describes as the things 
that attorneys do for every case. Following his approach, you 
can estimate the time needed for each of these steps, multiply 
an hourly rate, and then you will have a budget.

Managers Develop People, Including Themselves
Each of our organizations has a customer for whom 

we have created value through our products and services. 
While disputes are part of everyday life, dealing with them 
can drain resources and divert attention from our orga-
nization’s operations. However, developing our dispute 
avoidance and resolution skills can help redirect attention 
to our organization’s operations. As Drucker says: 

But central to my writing, my teaching, and my con-
sulting has been the thesis that the modern business 
enterprise is a human and a social organization. . . 
To be sure, the organization exists for an end beyond 

itself. In the case of the business enterprise, the end 
is economic (whatever this term might mean); in the 
case of the hospital, it is the care of the patient and 
his or her recovery; in the case of the university, it is 
teaching, learning, and research. To achieve these 
ends, the peculiar modern invention we call manage-
ment organizes human beings for joint performance 
and creates a social organization. But only when 
management succeeds in making the human resources 
of the organization productive is it able to attain the 
desired outside objectives and results.4

Managing Success
Drucker asks, “What is the manager’s job?” He responds: 

It is to direct the resources and the efforts of the 
business toward opportunities for economically 
significant results. This sounds trite—and it is. But 
every analysis of actual allocation of resources and 
efforts in business that I have ever seen or made 
showed clearly that the bulk of time, work, atten-
tion, and money first goes to “problems” rather than 
to opportunities, and, secondly, to areas where even 
extraordinarily successful performance will have 
minimal impact on results.5 

The specific challenges of our in-house positions can be 
unique. Some of us practice in large departments of pub-
licly traded companies; others of us are the only in-house 
counsel for a family-owned firm. But our general chal-
lenge is the same—to manage our resources to maximize 
opportunity and minimize problems. As Drucker told the 
people he consulted with: “My job is to ask questions. It’s 
your job to provide answers.” Take his questions and see 
what difference they can make in improving your outside 
counsel relations, your delivery of legal services, and your 
department’s alignment with company goals.

NOTES

1. Peter F. Drucker, Management Challenges for the 21st Century 
(HarperBusiness 2001), at 43 (hereinafter Management Challenges).

2. Management Challenges, at 39.
3. Peter F. Drucker, Management: Tasks, Responsibilities, Practices 

(Collins 1993), citing The Daily Drucker, November 12.
4. Management Challenges, at 226.
5. Peter F. Drucker, Peter Drucker on the Profession of Manage-

ment (Harvard Business 2003), at 67.

While disputes are part of everyday life, dealing with them can drain  
resources and divert attention from our organization’s operations.  
However, developing our dispute avoidance and resolution 
skills can help redirect attention to our organization’s operations.

As law departments struggle to accomplish more, with 
less, in fewer hours, they should consider a model for serv-
ing their clients that is different than the traditional one. 
Traditionally, clients come to the law department, explain 
a problem or need, and the law department goes to work. 

With a new approach—a self-serve model—law 
departments do what they can to encourage and enable 
clients to handle as many of their legal needs as possible. 
The goal is to remove lawyers from lower-value, lower-
risk, assembly-line law, and instead have them guard 
the parapets of important legal decisions. The model 
empowers clients to do so efficiently and with acceptable 
levels of risk.

The Advantages of the Self-serve Model
Law departments benefit when clients handle routine 

legal needs, because the departments can then pay more 
attention to meatier issues or catch up on more important 
tasks. Clients benefit because they can move ahead as 
quickly as they want. 

A self-serve model does mean a significant shift for 
most law departments in how they orient themselves to-
ward their clients. But this shift can be made more easily if 
the law departments adopt one or more of the approaches 
that we explore below. 

Examples of Self-serve Tools

Train clients
When you train clients, you enable them to handle 

more legal issues than before. All law departments talk 
about training clients, but few of them do so effectively. 
The keys to effective training are:

just-in-time delivery, 
helping trainees practice their new skills or knowledge, 
interactive sessions (not just PowerPoint lectures), and 
plenty of real-life examples and case studies.

•
•
•
•

Rotate clients 
One possibility that a law department might explore 

is to let clients rotate through the department, working 
for a while and picking up as much practical law as they 
can. For example, if a human resources manager spent a 
month or two with a lawyer who works on employment 
matters or litigates discrimination claims, that person will 
pick up much that is valuable. In another variation, some 
companies have designated legal coordinators in business 
units. Questions about legal issues are supposed to funnel 
through those coordinators. 

Embed lawyers 
Lawyers embedded in the business or staff unit take 

pressure off law departments. For instance, a dozen law-
yers (eight in the United States) work directly with Intel’s 
Human Resources department and report to the vice presi-
dent of human resources, not to Intel’s general counsel.1

Use an intranet
One of the best ways to create and sustain a client 

self-service model is to stock an intranet site with useful 
tools and material. This is the approach taken by the law 
departments of Applied Materials and Cisco Systems, 
which have automated routine legal transactions and 
let employees handle the details by the web.2 Another 
example is Honeywell’s legal department, which has cre-
ated an extensive intranet site that lets its clients download 
common forms, get basic advice, and receive compliance 
training.3  

Some of the materials that an intranet might supply 
include:

FAQs. Put on the site frequently asked questions, and 
answers. 
Standard document forms. Clients can complete such 
forms by filling in the blanks. We know of a two-lawyer 
department that uses this process to prepare many soft-

•

•
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the company that says, “we recognize some slip-ups will 
occur, but overall, the benefits outweigh the risks.” 

One potential safeguard is to make the self-serve tools 
available on a selective basis. Only when a client group 
shows itself capable should it gain the privilege of self-
service. Of course, whenever you provide clients with 
self-serve legal knowledge, you need to do so at their 
level of need and always with the admonition to “call 
your lawyer if you have any questions or unusual facts.”

Clients aren’t capable!  
Sometimes it seems as though in-house counsel patronize 

their clients. “You are not able to understand the esoteric 
nuances of the law, the intricate intellectual feats necessary 
to accomplish these sophisticated tasks.” Here the solution 
is for lawyers to shed that elitist view. They need to accept 
their clients as capable people who want to do the job right.

Our technology support will never deliver!  
Some of the challenges to a self-serve model can come 

from the IT department. IT departments have been known 
to complain that there are simply not enough resources to 
create, refine, and maintain online resources, such as an 

intranet. If your IT department is recalcitrant, you should 
keep in mind that plenty of outside consultants can help, 
or you can follow the low-tech route to self-serve.

Hitting a Home Run with Self-service
Law departments need to rethink their client-service 

model. How they train clients to handle legal questions 
and shift lower-value work to them, change the role of 
lawyers to focus on the review of exceptional matters, and 
otherwise adopt the techniques of a self-serve model, all 
can make a huge difference.

NOTES

1. Cathleen Flahardy, “To the Rescue,” InsideCounsel, Feb. 2006, 
at 46.

2. Jason Krause, “The Cisco Way,” ABA Journal, Sept. 2005, at 55. 
3. Cathleen Flahardy, “To the Rescue,” InsideCounsel, Feb. 2006, 

at 61.
4. Law Tech. News, Dec. 2005, at 22.

Have a comment on this article? Email editorinchief@acca.com.
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