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1. Foreword
The International Division of LexisNexis Martindale-Hubbell is delighted to present this
fourth in-depth research study in our series exploring the market for high value legal
services in Europe. Whilst this report broadly mirrors the structure and design of earlier
studies, it represents something of a first - rather than focusing on the region’s western
jurisdictions, its geographic focus falls on Central and Eastern Europe with an assessment
of the market and analysis of the relationship between high value buyers and sellers in
the region.
As with previous studies, the research explores the needs and expectations of the region’s
corporate lawyers. Particular attention is given to the relationship between in-house
lawyers and their external providers and how insights from CEE compare with findings
from similar studies completed by Martindale-Hubbell in Western Europe.
The findings provide both marketing and business development partners with rich
‘buyer-side’ intelligence which will be of interest not only to law firms operating in the
region but also to those considering a formal presence or establishing referral/alliance
relationships with complementary practices in the region.
All survey respondents were senior in-house managers/directors and all either influence
or make the final decision regarding their company’s choice and use of outside lawyers
and the balance of work retained by the internal legal team or outsourced.
This report is broadly similar in scope to the study conducted in 2006, “How mid-sized
companies in Europe select and review their legal service providers“ and the general
structure of previous reports which allows firms operating cross-jurisdictionally to draw
from and compare findings from all these various studies.
This particular study concentrated on four main areas:
• Understanding the relationship between the in-house function and external providers.
The tendency to retain work in-house versus outsource, and future hiring needs;
• Preference for appointing local firm over full-service, multi-national firms and
for what type of work the tendency is for one law firm ‘type’ to be appointed
over another;
• What service delivery and support factors are most likely to result in a firm being
selected, retained or replaced;
• Providing insight to law firms operating (or considering a move into) the region to help
them best position themselves, conduct business, and handle their clients (service
delivery and relationships) to enhance their business development prospects.
Whilst it is generally accepted that in today’s tough economic climate the market mood
favours buyers – with competition for a slice of corporate legal spend tougher than ever
– consideration is being given to the initial appointment of external counsel, qualitative
considerations, especially service delivery, still appear to carry greater weight in the
selection process than price.
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3. Corporate Counsel Associations
European Company Lawyers Association Endorsement
How in-house counsel in Central & Eastern Europe select
and retain their external counsel
The European Company Lawyers Association (ECLA) is
delighted to see the publication of LexisNexis
Martindale-Hubbell’s latest study: How in-house
counsel in Central & Eastern Europe select and retain
their external counsel.
The findings in this report gives readers a first look into
how the in-house legal profession in Europe’s emerging
economies work with external counsel. This is a valuable
benchmarking tool especially when budgets for external
legal services are under so much pressure.
This report also shows that in-house counsel in CEE are
no different in wanting more predictability regarding
legal fees, and that price is not the most important hiring
criterion. It was also interesting to note the importance
placed on outside counsel’s approach to legal matters
and their level of client service as major drivers for
getting retained.
We applaud LexisNexis Martindale-Hubbell for their
foresight and discipline to cover the entire region in this
landmark study for our profession.

Han Kooy
Senior Legal Counsel, Shell International, The Hague,
The Netherlands

www.ecla.org
ECLA members
who cooperated with
this study:
Estonia
www.juristideliit.ee
Lithuania
www.ltd.lt
Poland
www.radca.prawny.lex.pl
Czech Republic
www.uppcr.cz
Croatia
www.udrugakorporativnih-pravnika.hr
Bosnia and Herzegovina
www.upb.ba
Republic of Macedonia
www.mla.org.mk
Bulgaria
www.nsu-bg.org

President of the Executive Board, ECLA
Romania
www.efcons.ro

Russian Corporate Counsel Association Endorsement
We were delighted to participate in this unique survey which
is the first of its kind to focus on our profession in this region.

Alexandra Nesterenko

www.rcca.com.ru

Deputy Director General of Legal Affairs, RUSNANO
President, Russian Corporate Counsel Association
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4. Introduction
This is the fourth major study into the European legal services market commissioned by
LexisNexis Martindale-Hubbell. Unlike previous reports which tended to focus on the
more developed markets in Western Europe, this report breaks new ground by focusing
on in-house counsel in the emerging markets of Central & Eastern Europe (CEE).
Since 1990, seismic political and social developments within the CEE region have
changed the economic landscape of Europe and it has been this rapid transition that has
provided the conditions in which a market for high value legal services has flourished.
The raising of the ‘iron curtain’ triggered a flood of inward investment to the region from
all over the world. Local law firms had to quickly adapt as waves of commercially
focused American, British and European law firms set up shop in the region.
The significance of this is important to understand as in a very short period of time the
legal market in CEE not only rapidly changed but became intensely competitive.
In this context, we found ourselves one generation beyond perestroika, but still
completely in the dark regarding the market for legal services in this part of Europe. It
may have been twenty years ago that Europe ceased to be divided by political ideology
but the region remains something of an unknown to practitioners as there is a
fundamental lack of reliable data and insight from sophisticated buyers of corporate and
commercial legal services in the region. This study is understood to be the first
international survey of its kind to shed light on this topic.
This report highlights the rising prominence and corporate image of the in-house lawyer
within the region and their increasing influence on the external counsel hiring process.
Where possible, comparisons were sought between the findings from this research and
earlier European studies conducted by LexisNexis Martindale-Hubbell.
It should be noted that the development of the in-house counsel profession in this
region varies by the size of the company in its respective local market, the size of
the company globally, and by the historical and recent developments of the legal
profession in specific jurisdictions.
As with any other study these findings should be taken in their context, however,
they provide a useful and valuable first take into the external legal service buying
habits, needs and expectations of the ascending in-house legal profession within the
‘New Europe’.

4
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5. Executive summary
Key Findings
Differences in approach and development of the in-house profession
One of the most striking indirect findings of this study was the clear division between
in-house counsel and external counsel in terms of ‘practices’ and the development of
their respective professions. Similar to historical developments in the West, in-house
counsel in CEE tend to be less developed and commercial than their peers in private
practice. That said, what they may lack in advanced practices they make up for by having
an excellent take on the ‘business of law’ – i.e. its commercial application. Because
in-house teams are more closely aligned to the business objectives of the company they
both work for – they tend to have a more commercial and results orientated approach.
The size of legal departments does not necessarily reflect the size of companies
The size of a company in relation to the size of its legal department reveals a ‘bell curve’
rather than ‘linear’ relationship. In other words, with the exception of companies with
more than 1,000 employees, a legal department of 2-5 lawyers appears to be the most
common size. For companies with more than 1,000 employees, a legal department
consisting of 6-20 lawyers tends to be the norm.
In-house legal departments prefer to work with only a handful of law firms
The size of a company in relation to the size of its legal department and the number of
external law firms they work with is also not a straightforward linear relationship. One
might assume that a bigger company with a bigger legal department would work with
more external law firms. But the data clearly showed that the majority of legal
departments preferred to work with 1-4 external law firms - regardless of their size. This
seems to correspond with similar results that appeared in a previous LexisNexis
Martindale-Hubbell survey, though this was measured somewhat differently.
Subsidiaries of global companies are more likely to use legal panels
The data clearly showed that legal panels become more common in companies with
more than 1,000 employees. But the data also showed that larger legal departments had
fewer panel firms. Two other factors also seemed to contribute to the likelihood of a
company using a legal panel, and this was its geographical foot print and its ownership
structure – many subsidiaries of global companies tend to be privately owned. These two
characteristics helped to identify those most likely to use panels, regardless of the size of
their legal department or company in that jurisdiction.
Legal departments want more predictability and control over their external legal costs
In-house counsel in CEE appear to have caught up quickly with their colleagues in
Western European markets in their dislike of hourly billing. They too are under pressure
to do more with less so they need the predictability that comes with fixed or project
based pricing terms or at the very least a cap on billable hours. Law firms would be well
advised to offer alternative and more transparent approaches to billing to retain their
competitiveness as many of those interviewed, unsurprisingly, said they preferred to deal
with law firms on that basis.
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Executive summary
Cost is not the main consideration when hiring external counsel
From a list of twelve criteria influencing the hiring decision, ‘cost’ only ranked as the sixth
most important factor. The ability to deliver ‘results on time’ was the most important. The
subtext of this could be that organizations, systems and institutions in CEE still tend to be
bureaucratic and legal departments want external advisers who can navigate the terrain
without getting bogged down by red tape and delays. The second criteria most likely to
influence the choice of external counsel was understanding the client’s business and their
needs, though 66% of those surveyed felt that there was room for improvement in this
area from their incumbent external provider.
A law firm’s ‘approach’ to a matter influences the retention decision
When it came to using a law firm again, in-house counsel said that it was their ‘approach
to the matter at hand’ which was most important to them. This may also reflect the
environment in which they operate. The privately owned business model has surged in
popularity in recent years as the region adapts to the challenges of a fast moving global
economy. That said many of the region’s courts and other judicial institutions still suffer
from a ‘post-Soviet’ mentality which has a tendency to be overly bureaucratic and
historically has been poorly funded. Some of the best lawyers in the region are those who
know how to make the system work best for their clients.
Poor client service is the quickest way to get removed from a preferred list
Extraordinarily the findings suggested that maintaining confidentiality with a client’s
information was secondary to providing good service, being responsive and paying
attention to detail. The client experience, or their perception of service, is the single most
important factor in determining whether a law firm is retained or removed from a
preferred provider list. A service orientated culture remains elusive in many
CEE countries, but it would appear in-house counsel do not feel this is an excuse for
the external counsel not offering a client-partner working relationship between buyer
and seller.
Law firms in CEE should be measuring their clients’ satisfaction
One of the biggest myths this study debunked was the popular view among law firm
leadership that measuring their clients’ satisfaction is a waste of time and that their clients
were too busy to participate in such things. Contradicting this popular opinion, 93% of
in-house respondents said they would willingly participate in such surveys. Moreover,
many in-house counsel who were interviewed did not understand why their lawyers were
not measuring their satisfaction, especially as many were already conducting their
own internal reviews of their external law firms on an annual basis. This particular
finding highlighted one of the key areas of ‘disconnect’ - in thinking and attitude between in-house counsel and external advisor in the region.

6
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6. Methodology & demographics
A qualitative and quantitative approach
During the first phase of this study 33 in-depth interviews were conducted face-to-face
or over the phone with each lasting approximately one hour. These interviews were
conducted between February and May 2008.
Each interview was conducted with the head of the legal department who was involved
in the process of evaluating, selecting and managing external counsel. Interview
respondents came from the following jurisdictions: Bulgaria, Croatia, Czech Republic,
Estonia, Hungary, Lithuania, Macedonia, Poland, Romania, Russia, Slovakia,
and Ukraine.
After the results of the qualitative phase were analyzed, a supporting quantitative study
was carried out to validate or rescind the findings in the initial qualitative phase. The
quantitative questionnaire was made available in 12 different languages most commonly
used in Central & Eastern Europe including English. This was done to encourage greater
participation and gather feedback from local as well as multinational companies.
From July until September 2008 more than 160 questionnaires were completed to
validate the qualitative findings. The questionnaires were received from the countries
listed in the table below. The “other” category included questionnaires from the following
countries: Hungary (5), Slovakia (4), Croatia (4), Romania (3), Bulgaria (2) and Georgia
(1). There were also 4 questionnaires from countries outside the region that were included
in this category because the respondents were responsible for evaluating, selecting and
managing external counsel in a particular CEE country or the region.
CEE countries that participated in this survey (Table 1)
40

36%

30

20

14%
10%

10%

Ukraine

Poland

8%

8%

7%

4%

Estonia

Bosnia

3%

10

Country

0

Russia

Czech Lithuania
Republic
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Methodology & demographics
Demographics
Industry sectors represented (Table 2)
A good cross section of industry sectors was represented by the sample.

20%

Finance / Insurance / Investments
FMCG / Food / Beverage Producers / Processors
Technology / Media / Telecommunications

16%
15%
13%
12%

Chemicals / Pharmaceuticals / Healthcare
Energy / Utilities / Infrastructure
Real Estate / Construction / Building Materials

9%
8%

Retail / Leisure / Travel / Entertainment
Transportation / Vehicles / Equipment

4%
3%

Manufacturing Household / Commercial Goods
Government / Non-profit / Institution

2%
16%

Other
10

0

20

Where companies operate geographically (Table 3)
About a third of the companies (31%) operated globally while about a quarter operated
internationally (24%) or regionally (26%) and only (19%) were purely local.

Global / multinational (operating in many
countries on several continents)

31%

Regional (from and operating primarily in
the CEE region)

26%

International (primarily European or
operating in multiple countries)

24%

Local (from a CEE country only operating
its home country)

19%
0

10

20

30

40

Company ownership (Table 4)
The sample represented the “new” economy with only 12% of the companies being
formerly state-owned. The vast majority are privately owned (71%) as opposed to
publicly traded (25%) which is a reflection of capital markets still being underdeveloped
in many CEE jurisdictions.
80
70

71%

60
50
40
30

25%

20

12%

10
0
Ownership/legal status

8

3%
Privately
owned

Publicly
traded

Formerly
state-owned

Not-for-profit
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Methodology & demographics
Demographics
Number of employees (Table 5)
There was a good cross section of companies in terms of size with the largest group (43%)
employing more than 1,000 staff.
50
43%
40
30
20%
20

0

15%

250-500
persons

500-1,000
persons

7%

10

Employee numbers

15%

Less than
50 persons

50-250
persons

More than
1,000 persons

Annual turnover (Table 6)
There was also a wide range of companies according to turnover with 20% having
a turnover of more than 500 million Euros. However, nearly half (43%) did not disclose
this information.
Insight: The fact that 43% of respondents did not disclose even the range of their
company’s turnover reflects the lack of transparency in the region. To put this in
context, however, many of these jurisdictions are small, some industry sectors are
still very dynamic in terms of market leadership and most of the companies are
privately owned. Consequently there is little requirement for public disclosure of
such information and no tradition of doing so.

50
43%
40
30
20%
20
10
0
Annual turnover

7%

6%

4%

Less than
10M€

10-25M€

25-50M€

8%

7%

5%

50-100M€ 100-250M€ 250-500M€ More than
500M€
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7. Departmental structure
Size of legal departments - full-time employees (Table 7)
Almost three-quarters (74%) of legal departments have 2 – 20 lawyers.
Comparison: According to the Understanding the minds of European in-house
counsel study conducted by LexisNexis Martindale-Hubbell in 2005, the size of
legal departments in Western Europe are about twice as large on average as legal
departments in similarly sized companies in CEE jurisdictions.
50

44%

40
30%

30
20

14%
9%

10
0

4%

1 lawyer

2 – 5 lawyers

6 – 20 lawyers

21 – 50 lawyers

More than
50 lawyers

Full-time-employed vs. outsourced by contract
About three quarters of respondents (76%) have in-house lawyers as full-time employees.
Insight: Due to bar rules, tax codes and a nascent/emerging profession in many of
the jurisdictions surveyed, it is not uncommon for companies to have different
employment arrangements to cover the in-house legal function. Sometimes this
means external counsel acting as in-house counsel on an exclusive basis.

10
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Departmental structure
Budget allocation in-house or external (Table 8)
For many jurisdictions in CEE the in-house lawyer is seen as a cost-effective alternative to
hiring external lawyers. This is why the largest group of respondents (25%) said that the
bulk of their legal budget - 80% or more - pays for in-house services. However, it is
interesting to note that 19% do not track this information, and 15% were reluctant to
disclose this information.
80% or more for in-house and 20% or
less for external counsel

25%

Approximately 30% for in-house and
70% for external counsel

16%

Approximately 50% for in-house and
50% for external counsel

13%

Approximately 70% for in-house and
30% for external counsel

6%

Less than 20% for in-house and 80%
or more for external counsel

6%
19%

We do not track this information
We do not disclose this information

15%

0

10

20

30

Type of matters handled internally or outsourced (Table 9)
The legal matters most often handled by in-house counsel in CEE were routine and
commodity matters (141 respondents). They were evenly split when it came to complex
recurring matters with slightly more (81) mostly handling those matters internally as
opposed to partially outsourcing them (74). Not surprisingly, it is the complex, high
profile, non-recurring matters that tend to be outsourced most with nearly two thirds (99)
of these matters being occasionally handled internally.

Mostly handle
internally

Complex, high profile, nonrecurring matters

Handle some
internally,
outsource others

25

99

Complex recurring matters

38

81

74

Routine and commodity matters

141
0

Mostly
outsource

50
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8. Selecting external counsel
Number of law firms employed (Table 10)
The vast majority (69%) of companies in CEE, with in-house legal departments, employ
between 1-4 law firms. Nearly a quarter (24%) employ 5-9 law firms and very few employ
more than 10 law firms.

69%

1 – 4 law firms employed
24%

5 – 9 law firms employed
3%

10 – 15 law firms employed

4%

16 or more law firms employed
0

10

30

20

40

50

60

70

Comparison: According to the Understanding the minds of European in-house
counsel study conducted by LexisNexis Martindale-Hubbell in 2005, legal
departments in Western Europe tend to work with more law firms. This is likely to
be as a result of the size of the respondent organisations and the maturity of legal
markets in those countries.
“Since we operate in a smaller market and have 5-6 different types of work, we always
know which 3-4 law firms to invite.”
Telecommunications company
External law firms’ share of the wallet (Table 11)
Of those law firms retained, half of the respondents (50%) said that either 1 or 2 law firms
receive the largest part of their budget for hiring external counsel. But 14% do not track
this kind of information and 13% do not disclose this type of information. So the
proportion of respondents giving the lion’s share of work to 1 or 2 law firms could be
much higher.

1 law firm

28%

2 law firms

22%

3 law firms

11%

4 or more law firms

13%

Unavailable/unknown

27%
0

12

10

20

30
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Selecting external counsel
Authority to hire external counsel (Table 12)
When it comes to hiring external counsel the in-house legal department has the most
influence (85%). Members of the board were the next most influential (36%) and it should
be noted that sometimes the General Counsel or head of the legal department will
be a board member. Other heads of departments or business units tend to have
influence when the matter directly affects them. Note that few companies in CEE have
procurement departments.

85%

The in-house legal department
36%

Members of the board
Finance/tax/treasury department

11%

Heads of business units

11%
5%

Procurement department
Others in the company

10%
0

10

20

30

40

50

60

70

80

90

Budget for legal expenses (Table 13)
More than a third (34%) of the respondents said they expected their company’s legal
expenses for hiring external counsel to increase this year. Nearly half (47%) expected
them to stay the same and 20% expected them to decrease (see next page for possible
reasons for increase or decrease). It should also be noted that this survey was conducted
prior to the turmoil in financial and capital markets in October 2008.

Increase
Decrease
Stay the same

20%
47%
34%
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Selecting external counsel
The next two tables capture the essence of the market for legal services in CEE. Increases
in legal spending are being driven by the growth of companies (46%), increased
complexity of work (42%) and higher risk cases (32%); while decreases are being driven
by companies trying to reduce costs (35%), litigation cases terminating (27%) and more
work being handled by the in-house department (26%).
Possible reasons for increase (Table 14)

Growth of company

46%

Increased complexity of cases

42%

Higher risk cases

32%

Increase in lawyers’ fees

15%

Continuing litigation cost

14%

Regulatory counsel work required

12%

Cost of business increase / inflation

10%

Based on past history

6%

Reducing the size of the in-house legal department

4%

Outsourcing routine commodity work to external lawyers

2%

Other

9%
0

10

20

30

40

50

Possible reasons for decrease (Table 15)

35%

Company trying to improve efficiency / reduce costs
27%

Litigation is ending for major / several cases
The in-house legal department will expand or outsource less work

26%

Negotiation of better fees

14%

Outsource to other (lower fee) local law firms

14%
13%

Will have less work this year
4%

Reduction in size of company
Other

17%
0

10

20

30

40

“I was with a big international firm before I went in-house, so I know where to look for
areas to discount, and this makes me more successful in negotiating fees.”
Financial Services company

14
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Selecting external counsel
Preferred billing terms (Table 16)
When it comes to the billable hour, in-house counsel in CEE, are strongly echoing their
colleagues in Western European jurisdictions. More than ninety percent want more
predictability regarding legal expenses, with the majority (53%) preferring this in the form
of a fixed fee agreed in advance and 38% preferring an hourly rate with a cap.
Value-based billing (7%) it seems has not yet caught on in the region.

53%

A fixed price or fee agreed in advance
38%

An agreed hourly rate with a cap
A fee whereby the external counsel assumes some risk
but can potentially earn more (i.e. value-based billing)

7%
3%

An agreed hourly rate without a cap
0

10

20

30

40

50

60

“Alternative billing is very enticing to me. In fact we recently hired a law firm this way.
They were so eager for our business that they agreed to this arrangement.”
Financial Services company
“I would prefer having more predictability and control. Sometimes it is not very clear why
a lawyer spends so much time on a particular matter.”
Chemicals company
“I think the billable hour should go away. I don’t want to get billed for telling them what
to do or to train them. I don’t like to pay when I am giving them my know-how.”
Financial Services company
“I prefer fixed costs because everybody fights for their share of the budget and the
company looks for ways to give less and less. It is very difficult to agree to this with
external law firms. If it is a very important case it does not matter. But tier 2 and 3 matters
is where the pressure is to predict costs.”
Consumer company
“The trend is away from the billable hour. Our CFO needs to know the total cost. So we
try for a fixed rate and if this is not possible then we negotiate a cap. This is common even
for litigation.”
Financial Services company
“Law firms like to bill more hours so that is why we prefer to agree on a fixed price. We
are more interested in the result and not the process.”
Trading company
“Before 1990 law firms charged a fixed price and got a bonus for results. But when
foreign law firms began to enter our market, they started to spoil local firms by charging
billable hours.”
Energy company
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Selecting external counsel
Working with foreign or local law firms (Table 17)
When it comes to complex, high profile, non-recurring matters, foreign law firms have
the edge in CEE. However, it is also interesting to note, that this type of work is evenly
split between foreign and local firms in the same country as the hiring company. Not
surprisingly perhaps, local law firms dominate the segment for complex/recurring as well
as routine/commodity matters.
Mostly foreign law firms that
DO NOT have a local office

Mostly local
law firms

Mostly foreign law firms
that DO have a local office

Complex, high profile, non-recurring matters

16

Complex recurring matters

5

Routine and commodity matters

7 11

66

69

39

107

132
50

0

100

150

2

Working with ‘full service’ or boutique law firms (Table 18)
‘Full service’ firms are more often employed in CEE than boutique or other types of firms,
even for routine and commodity matters. Although for complex, high profile, nonrecurring matters their choice seems to be evenly split between ‘full service’ and boutique
firms. This, however, is a reflection of the legal services market in CEE since boutique
firms are still emerging.
Full service

Boutique

Other

Complex, high profile, non-recurring matters

75

Complex recurring matters

86

Routine and commodity matters

76
0

66

11

53

37
50

13

39
100

150

200

“We have a strategy to work with more and different kinds of law firms because
sometimes hiring a niche or small firm might be more efficient.”
Real Estate Development company
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Selecting external counsel
Hiring foreign instead of local law firms (Table 19)
Why do in-house counsel in CEE choose foreign law firms over local law firms?
There are four main reasons:
1. Overseas firms tend to have offices in many jurisdictions to handle cross-border
matters.
2. Larger foreign firms might have expertise that local law firms don’t.
3. Their size, meaning more capacity and resources to handle matters.
4. A track record of working with the same company in different jurisdictions.
Insight: It should also be noted that some in-house counsel, particularly in smaller
jurisdictions such as the Baltics or Balkans, did not respond to this question. This
is because there are few or no foreign law firms in their country and so they tend to
work almost exclusively with local law firms.

They have offices in many jurisdictions to handle
cross-border matters?

4.2

They have expertise that local law firms don’t?

3.8

They have more capacity and resources to handle your matter?

3.8

They have worked with your company in many jurisdictions?

3.5
3.2

They are full service and offer a one-stop-shop?
They have a global service agreement with your company?

3.0
2.6

You have other personal reasons?
0

1

2

3

4

5

“Sometimes we hire big international law firms because of insurance coverage. And
within that firm we try to work with someone local if possible and not an expat.”
Telecommunications company
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Selecting external counsel
Hiring local instead of foreign law firms (Table 20)
Why do in-house counsel in CEE choose local law firms over foreign law firms?
Again, four main reasons emerge and according to the higher scores compared with the
previous chart, indicates they feel more strongly about these reasons.
1. Local firms are perceived to have more local market knowledge, experience
and contacts.
2. Local firms tend to be more specialized in a particular area of law.
3. In-house counsel believe they can get the same level of expertise at a lower cost.
4. A perception among in-house counsel that foreign law firms charge higher fees
especially to larger/foreign companies.

They have more local market knowledge, experience and contacts?

4.4

They are more specialized in a particular area of law?

4.3

You can get the same level of expertise at a lower cost?

4.2

Foreign firms charge higher fees to foreign/bigger companies?

3.6

The consistency and quality in foreign firms differs from
office to office?

3.2

You like to have more freedom when hiring external counsel?

3.2

You can get better service and feel like a more important client?

3.2
2.5

You have other personal reasons?
0

1

2

3

4

5

“It feels much more comfortable to deal with local lawyers and you can have the trust
because of the language.”
Financial Services company
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Selecting external counsel
Law firm panels (Table 21)
Perhaps because of the size of some jurisdictions, few in-house legal departments in
CEE have adopted panels or formal approved provider lists of external law firms (17%).
Nearly half of the respondents (44%) did not have a defined list of firms. This is a
reflection of the development of the legal market in this region, which can be regarded
as an opportunity for law firms if they are more pro-active and dynamic in their marketing
efforts. However, global and international companies are starting to promote their
CEE operations through Europe-wide networks and lists of preferred law firms to
increase efficiency.

Do not have defined list of firms
Preferred list (not formal)
Formal, approved list

17%
44%
38%

“We are streamlining a list of firms that we will use in Europe. We will select two
international and local firms per jurisdiction or domain. This will provide us with a
transparent list of legal spend across Europe that we can better control, including a central
track record that anyone can go back into the data and review, to avoid requesting the
same legal opinion somewhere else a week later. But this is not only driven by our budget,
this is much more driven by speed and quality, because it will save us a lot of time by
adapting case material from one jurisdiction to another. It is even better for the law firms
on our list because they know the relationship is stronger and long term.”
Manufacturing company
Comparison: According to the Understanding the minds of European in-house
counsel study conducted by LexisNexis Martindale-Hubbell in 2005, 83% of
respondents from legal departments in Western Europe have a formal appraisal
process for hiring external counsel.
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Selecting external counsel
Criteria for choice of external counsel (Table 22)
These are the criteria in-house counsel use to hire external counsel. Ability to deliver
results on time (4.7), understanding our business and needs (4.6), trusted advisor/not just
a legal technician (4.4), client service/responsiveness/communication (4.3), individual
lawyer expertise/reputation (4.2), cost/fees/hourly rates (4.1), and previous experience
working with our company (4.0).

4.7

Ability to deliver results on time

4.6

Understands our business and our needs

4.4

Trusted advisor and not just a legal technician

4.3

Client service / responsiveness / communication

4.2
4.1

Individual lawyer expertise / reputation
Cost / fees / hourly rate(s)

4.0

Previous experience working with our company

3.8

The firm’s expertise / reputation (i.e. bench strength/brand)

Ability to work as an extension of our legal department

3.6
3.5

Personal relationship with lawyers / “chemistry”
3.0

Cultural fit with our company

2.9

Firm’s size and / or geographical location of office(s)
0

1

2

3

4

5

“The lawyer that asks the right questions gets hired, because that shows they know
where the question marks are in the project, and each question mark is basically a task
for the lawyer.”
Technology company
“I base my hiring decisions on the individual lawyer working in a particular law firm. A
famous brand is not important because the quality is linked very closely with the lawyer.
Financial Services company
“A legal technician reviews a contract and says if it is ok from a legal point of view.
But a trusted advisor knows how to protect our company regarding its strategy and
business interests.
Consumer company
“Our internal clients demand a high level of service and responsiveness from us so we
expect the same with our external counsel.”
Telecommunications company
Comparison: According to the Understanding the minds of European in-house
counsel study conducted by LexisNexis Martindale-Hubbell in 2005, of the five key
factors influencing the decision on law firm selection, price was the least important,
and was ranked most important by only 6% of respondents in that survey.
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Selecting external counsel
Sources used to identify, evaluate and select external counsel (Table 23)
Here is the path in-house counsel take when identifying, evaluating and selecting
external counsel:
Identification: The law firm’s web site (62); referrals from their own in-house legal
department and other external counsel (59); referrals from other in-house lawyers (57);
their company’s preferred list of external counsel (56); referrals from other companies in
their industry (55); the Legal 500 (52); referrals from other managers in their company and
seminars or conferences given by law firms (51).
Evaluation: Referrals from their own in-house lawyers (72); referrals from other external
counsel (68); referrals from other in-house lawyers (57); referrals from companies in their
industry (54).
Selection: Their company’s preferred list of external counsel (48), referrals from their own
in-house lawyers (45), and referrals from other managers in their company (36).
It is also worth noting that the highest response count for this process was referrals from
other external counsel (120) and the most consistent and second highest response count
was referrals from their own in-house lawyers (118).
Identification

Evaluation

Selection

Response
Count

Your company’s preferred list of external counsel

56

31

48

n=99

Referrals from other external counsel

59

68

32

n=120

Referrals from accountants / notaries / banks

49

47

17

n=88

Referrals from your in-house lawyers

59

72

45

n=118

Referrals from other in-house lawyers

57

57

27

n=109

Referrals from companies in your industry

55

54

19

n=100

Referrals from other managers in your company

51

48

36

n=98

(directory) Martindale-Hubbell Legal Network

38

12

8

n=54

(web) martindale.com, lawyers.com, lexis.com

44

10

5

n=56

Westlaw Legal Directory

33

13

5

n=48

Thomson Legal Record

30

11

6

n=44

Chambers Guides

37

18

8

n=57

Legal 500

52

28

14

n=74

Other sector directories

35

18

9

n=53

Law firms' websites

62

30

19

n=88

Online search engines (e.g. Google, Yahoo, etc.)

44

18

10

n=61

Bar directories

40

10

5

n=53

Seminars / Conferences – given by law firms

51

49

18

n=95

Seminars / Conferences – given by others

38

35

19

n=75

Trade organizations

34

10

4

n=46

Competitive bids (RFPs/beauty contests)

36

25

21

n=64

Firm appearing in the media

38

23

8

n=62

Newsletters

38

20

8

n=62

Other

33

19

20

n=54

Answer Options
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9. Retaining external counsel
Key factors for retaining external counsel (Table 24)
There are four main factors that determine whether a law firm that has worked with a
company will be retained or used again for other work; how they approach the matter
(8.4); quality of the legal team as a whole and knowledge of that company’s industry (8.3);
and knowledge of that company’s own business (8.2).
Insight: The reason “approach to the matter” was rated so highly may not be
immediately clear to the outside observer. This is another way of saying how good
the lawyer is at making the law work for the client. In some jurisdictions, some laws
are either too new or not well thought out, and it is not uncommon for lawyers to
consult judges and academics first to see how they interpret the law. Some legal
environments might also not have legislation in place to deal with, for example,
sophisticated financial instruments. But a good lawyer – and thus his/her approach
to the matter – can achieve the same result by different means.

Approach to the matter at hand

8.4

Knowledge of my industry

8.3

Quality of the team as a whole

8.3

Knowledge of my business

8.2
7.8

Cost details and approach to billing (terms)

7.6

Details of lawyers’ experience

7.5

Relationship with us / chemistry

7.2

Pro-active / identifying new needs

7.1

Response to post-presentation questioning
Quality of presentation

6.5

Use of technology

6.5

0

1

2

3

4

5

6

7

8

9

10

“We had a transaction I thought we would not complete because of a tax matter, but the
advisor was so open minded and easy to cooperate with, because he focused on solving
the problem.”
Manufacturing company
“I am always more disappointed with the famous name firms because associates there are
under a lot of pressure to perform and often overworked.”
Financial Services company
“For complex matters we avoid teams with a one man show because there should be
more than one senior person who can cover for the other.”
Real Estate Investment company
“One of our external lawyers had to draw a schematic of the legal code with all its
relationships because our courts are not prepared for complex financial legal cases.”
Financial Services company
“I don’t like external counsel who are too cautious and don’t want to take any risk by just
confirming an opinion created by my internal team.”
Energy company
22
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Retaining external counsel
Removing a law firm from a preferred provider list (Table 25)
Besides poor legal performance, the six most important reasons why outside counsel
would get removed from a preferred list are: 1) Poor service/not responsive/ little
attention to detail (8.9); 2) Not maintaining confidentiality with client information
(8.7); 3&4) Conflicts of interest not revealed by external counsel in advance or poor
communication/not keeping client informed (8.3); 5&6) Unfair or unclear
invoicing/padding bills with costs or not understanding, or being inflexible to client
needs (8.2)
Insight: The second highest rated reason – but not the first – for removing a law
firm from a preferred list was “not maintaining confidentiality with the client’s
information”. For some outside observers it seems odd to include such a reason on
this list because it should be a given anyway. However, legal environments in some
CEE countries that regulate attorneys still have weak ethical standards or no
effective disciplinary mechanism.

8.9

Poor service / not responsive / little attention to detail
Not maintaining confidentiality with your information

8.7

Conflicts of interest they did not tell you in advance

8.3

Poor communication / not keeping you informed

8.3

Not understanding, or being inflexible to your needs

8.2

Unfair or unclear invoicing / padding bills with costs

8.2
7.5

They replicate work that could be done in-house

7.4

Underestimating costs / incurring unexpected costs
Not being treated like an important / priority client

7.2

Finding another firm that is just as good but cheaper

7.1

Key lawyers working with you leave their firm

7.0

Junior lawyers interface with you instead of partners

6.9

Not sharing your company’s moral, ethical principles

6.9

0

1

2

3

4

5

6

7

8

9

10

“Legal mistakes are made and you deal with that. But non-legal mistakes such as missing
deadlines or not communicating properly, I don’t really need this.”
Financial Services company
“I don’t like when a law firm does not inform me that a key person dealing with my matter
has left their firm. I should know about this in advance and not be surprised.”
Manufacturing company
“I view external counsel as an added value service. They should not be replicating work
in-house.”
Consumer company
“When I feel that we are no longer one of their priority clients then it is time to switch
law firms.
Real Estate Development company
“I know a junior is doing the work but I want a partner to interface with me.”
Financial Services company
LexisNexis Martindale-Hubbell CEE In-house Counsel Survey 2008
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Retaining external counsel
Internal satisfaction surveys regarding external counsel (Table 26)
In-house counsel are increasingly evaluating the satisfaction of their external counsel,
either on a department or company basis. Almost half the respondents said they regularly
do this on either a local basis (34%) or a global basis (10%). More than a quarter (27%)
said they were planning to do this, still, almost a third (29%) of respondents said they do
not (yet) do this.

34%

Yes, this is done regularly on a local basis
29%

No, we do not do this

27%

No, but we are planning to do this
Yes, this is done regularly on a global/international basis
0

10%
10

20

30

40

“On an annual basis our headquarters asks us if we are satisfied with our external counsel.
And even small warnings can build up over time and the firm gets removed from our list.”
Financial Services company

24

LexisNexis Martindale-Hubbell CEE In-house Counsel Survey 2008

10. Client service
Uncovering client needs (Table 27)
Most external counsel seem to do a satisfactory job of uncovering their clients’ needs.
27% of the respondents said their external counsel were good at this, but a further 66%
clearly felt there was room for improvement. Only a handful of respondents (6%) had to
give their external counsel lots of hints and point them in the right direction.

Yes, but there is clearly room for improvement

6%

Yes
No, typically I have to take the initiative
27%

66%

“They are so focused on presenting they are the best in all areas that they do not pay
enough attention to the background to uncover my needs and give me the opinion I am
looking for.”
Financial Services company
“Our board expects in-house lawyers to be pro-active. So there is a gap between what is
given to me by the board and my same expectations for external law firms. They only wait
for instructions.”
Consumer company
“It is quite common for a service to be delayed because the external lawyers did not
uncover our needs well enough in advance.”
Financial Services company
“Lawyers do not approach their practice as a business. If they handle it more like an ivory
tower then they will be losing out. I would welcome them to come up with new ideas for
cooperation.”
Consumer company
“Our lawyers are praying that they get work. They are not pro-active at uncovering our
needs.”
Chemical company
“They try to set up a meeting but you don’t have time. And then they only try to sell
themselves.”
Technology company
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Client service
Conducting client satisfaction surveys (Table 28)
While 71% of in-house counsel either make, or are planning to conduct their own
internal evaluations regarding satisfaction levels with their external counsel, the opposite
is true with external counsel. 79% of respondents said that their external counsel has
never conducted a formal client satisfaction survey with them. Even worse, only 5% said
their external counsel do this on a regular basis and are very professional at it.

No, not really

79%

10

9%

Yes, only rarely, but they are very professional

5%

Yes, quite regularly and they are very professional

4%

Yes, but only rarely, and they are NOT very professional
Yes, quite regularly, but they are NOT very professional

3%

0

10

20

30

40

50

60

70

80

“You are the first person (speaking to the author of this survey) that has actually come to
my office to talk with me about these matters. In person we can discuss more.”
Financial Services company
Participating in client satisfaction surveys (Table 29)
Why don’t law firms conduct satisfaction surveys with their clients? If you ask a partner at a
law firm in CEE, they will tell you it is because their clients are too busy or would consider
it a waste of time. However, this survey confirmed that this was true for only 7% of
respondents. In fact, 65% of respondents said “yes, no problem” that they would willingly
participate and 28% said yes, but with the caveat that the survey should be conducted
professionally and that the law firm should take care to act on the advice they give.

Yes, no problem
Yes, if it was conducted professionally and they acted on my advice

7%

No, I would consider this a waste of my time
28%

65%

“It would be very interesting if law firms conducted satisfaction surveys with their clients.
So far no law firm has done this with me. But our company does this all the time.”
Consumer company
“It would be great for our law firms to have someone come talk to me about our
relationship but no one has done that yet. And I think this is a strange approach because
we consider the same information from our customers to be vital for our business.”
Financial Services company
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11. Market information
Keeping informed about legal developments (Table 30)
How do CEE in-house counsel keep informed about the legal developments that affect
their business? Respondents indicated the most important and useful sources which are
grouped into three main categories:
Category 1:

Professional conferences and local legal media (71)

Category 2:

Personal meetings (59) and newsletters from their lawyers (56)

Category 3:

Local business media (48), seminars given by other lawyers and advisors
(42), and seminars given by their lawyers (40).

It is also interesting to note those methods which they considered less important, which
included: law firms’ own web sites (65), other non-media web sites (58), and local
government publications (50).
Of those methods that they considered to be somewhat important, the highest scores
were given for newsletters from other lawyers (87) and advisors (84) and international
legal media (82).
Important

Somewhat
important

Not important

Response Count

Newsletters from your lawyers

56

63

19

n=137

Newsletters from other lawyers

36

87

16

n=138

Newsletters from other advisors

31

84

19

n=134

Seminars given by your lawyers

40

65

28

n=132

Seminars given by other lawyers

42

74

19

n=135

Seminars given by other advisors

42

71

18

n=131

Local legal media

71

50

21

n=141

International legal media

31

82

24

n=137

Local business media

48

66

23

n=136

International business media

25

74

32

n=131

Law firm web sites

16

49

65

n=130

Other non-media web sites

13

58

58

n=129

Personal meetings

59

64

12

n=135

Business conferences

40

77

17

n=133

Professional conferences

71

62

5

n=138

Local government publications

32

49

50

n=131

Other sources in your industry

35

71

23

n=129

Information monitoring services

22

58

44

n=124

Other

18

32

41

n=91

Answer Options
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12. Recommendations for law firm marketers
1) Share of wallet
Law firms who have a plan to develop or retain strategic clients need to pay attention to
their “share of the wallet” in terms of how much business they receive from the client
relative to other external law firms. The findings suggest (table # 11) that there is a more
than 50% chance that only one or two law firms have this type of relationship with their
client. See “Measuring client satisfaction” as it directly ties into this.

2) Measuring client satisfaction
The results in tables # 28 & 29 (conducting/participating in client satisfaction surveys)
confirm that lawyers and clients in the CEE region have very much the same opinion on
the issue as elsewhere in the world (similar to point 10). There would appear to be a
substantial opportunity for law firms in CEE that seize on this initiative, going about
securing client feedback in a professional and thorough manner capturing and then
acting and reporting on the advice, insight and feedback they receive. Of those
interviewed, only 5% said their external counsel get this critical process right. Clearly
within CEE there is a gap waiting to be filled.

3) Targeting decision makers
If your client company has in-house lawyers, external counsel should keep at the
forefront of their minds the principle responsibility of the in-house function: 1) To
complete routine legal work in support of the business as cost effectively as possible and
2) to be the trusted advisor to the business and to decide on, hire and manage external
legal counsel. Therefore, potential external counsel should demonstrate their expertise
and develop relationships as broadly across the in-house legal department as possible.
Firms should also recognize that generally the head of the in-house legal department will
likely have the most influence in the short-listing and external advisor hiring decision.
Going over the heads of senior in-house lawyers is unlikely to get a favorable result but
if relationships can be forged with more junior influences within the department this
may support rather than drive the final decision. See “Getting on the client’s hiring path”
as it directly ties into this.

4) Follow the money trail
The feedback indicated in table # 14 (possible increases in legal spending) show that
companies expect to be allocating more resources in their legal budgets to handle cases
that are more complex and possibly higher risk. To capitalize on this marketing and
business development staff should ensure that they are best positioning their firm by
demonstrating specialist strengths and completing thought leadership exercises that bring
these capabilities to life and to the attention of targeted businesses and individuals within
those companies.
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Recommendations for law firm marketers
5) Increased efficiency and flexible billing
The business model or imperative of many law firms (achieve the highest utilization and
the highest possible rates) tends to run counter to the objectives of the companies they
serve (to achieve as much value – in terms of service with as little outlay as is possible –
i.e. ‘more with less’). It’s no surprise that these contrasting positions surface in the
research findings. The feedback presented in table # 15 (possible decreases in legal
spending) is particularly telling. More than 60% of what is driving these decreases is a
direct result of the constant efforts of companies to achieve more with less. For the inhouse legal department it can mean either finding external counsel who are just as
competent but more competitive in their rates, or expanding the department to handle
more work internally. A big factor that influences this drive to do more for less is
predictability. The data presented in table # 16 (preferred billing terms) is also revealing:
91% of in-house counsel want some sort of predictability in their costs with external
counsel. The majority (53%) want total predictability with a fixed price or fee agreed in
advance and more than a third (38%) want greater control over billable hours. If the
market is leaning overwhelmingly towards improved cost predictability law firms should
build this into their terms. All things considered, it is clearly a crucial factor determining
the hiring and retention decision in the region.

6) Why foreign law firms are hired
Foreign law firms should study the results in table # 19 (hiring foreign instead of local law
firms) and try not to focus on these when positioning themselves with prospective clients,
as these tend to be givens rather than strengths or points of differentiation. Instead, foreign
firms should study the findings in table # 22 (criteria for choice of external counsel) and
should note that a firm’s size and/or geographic footprint of office locations was the least
important criteria influencing the hiring decision. Of course there are exceptions to this
rule, especially for complex, high profile cross-border work when reach, capacity and a
more seamless service between markets may be more important.

7) Why local law firms are hired
Local law firms, on the other hand, should study the findings in table # 20 (hiring local
instead of foreign law firms) and seek to work these messages into their dialogue with
clients as these are strengths that might not always be capitalized on. If a local firm feels
they have a distinct competitive advantage then it is worth remembering the findings
presented in table # 22 (criteria for choice of external counsel) which paints a picture of
a level playing field for all potential external providers, irrespective of whether they are
foreign or local.

8) Clients are more approachable than you think
Table # 21 (law firm panels) presents both a challenge and an opportunity for law firm
business development partners. On the one hand there is a clear opportunity to gain new
clients if you have the expertise the client company is looking for (see understanding what
clients really want). Because this region is still developing it means in-house counsel are
open to new offers if it provides them with real value for money. However, from another
angle it can present something of a challenge in retaining clients, as the finding suggest
that past performance alone is no guarantee of future engagement.
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Recommendations for law firm marketers
9) Understanding what clients really want
As already mentioned, the results in table # 22 (criteria for choice of external counsel)
are what one might consider the “critical success factors” for external providers.
The findings fall very roughly into three tiers:
Tier one would be the ability to deliver results on time (4.7) and understanding the
client’s business and their needs (4.6). Delivering results on time is all about
predictability in terms of outcome, project management and costs (see increased
efficiency and flexible billing). Understanding the client’s business and needs means the
firm is more likely to do a better and more efficient job. These two criteria achieved the
highest ratings because they are intertwined and directly related to efficiency and cost
(i.e. how the client company operates their business).
Tier two is the trusted advisor and not technician (4.4), client service/responsiveness/
communication (4.3) and individual lawyer expertise/reputation (4.2). Together they can
be summed up as the “client experience” and “client-partner”.
Tier three then is cost/fees/hourly rate (4.1) and previous experience working with the
client’s company (4.0). This confirms that cost, whilst an important selection criteria is
not the most important. Most clients in most situations will seek out the best counsel they
can afford. Previous experience just clears the hurdle at 4.0 and should carry a
cautionary note. It suggests that many criteria will influence the external counsel hiring
decision and that past experience carries little guarantee of future appointment as it may
depend on the future work for which external help is sought.

10) Getting on the client’s hiring path
Table # 23 (sources used to identify, evaluate and select external counsel) can be
interpreted as a hiring/decision path. Law firms would do well to adapt their marketing
activities accordingly. The most striking finding regarding the identification stage is the
use of the law firm’s website. Although many businesses in CEE are quite internet savvy,
the clear suggestion is that there is room for improvement in many firms’ websites in
improving their visibility and online presence. Clearly, prospective clients visit law firm
websites as part of their due diligence on firms, assessing their suitability, depth and
breadth of expertise and checking if this matches insights and recommendations from
referral sources. The more critical evaluation stage of the process is dominated by referral
sources. The two most important referral sources were identified as in-house colleagues
(72) or peers in other organisations (68). In-house collaboration – the sharing insights and
intelligence – obviously plays a more important part in the hiring process than perhaps
many senior business development partners realise. The final selection stage of the
process focuses almost exclusively on whatever information, intelligence and judgment
the client can obtain internally. This is where the buyer will turn to their preferred
provider lists (48), again, the views of others within the in-house team (45), and input
from other managers (perhaps affected by the matter) in their company (36).
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11) How to get fired by the client
The results displayed in table # 25 (removing a law firm from a preferred list) point to six
key findings. All six can be further grouped into two broad categories: “Service Attitude”
and “Professional Behaviour”. The most likely reason for being removed from a preferred
list was found to be, “Poor service/ not responsive/ little attention to detail”. This is all
about your attitude to client service. The other two reasons that fit this service attitude
category are “Poor communication/ not keeping the client informed” and “Not
understanding, or being inflexible to client needs”. The above three reasons had a higher
average score than the three reasons categorized as “professional behaviour”. Law firm
leaders know that changing the attitudes of their lawyers towards a more ‘service
orientated’ or ‘client first’ approach is not always easy. But study after study in different
parts of the world, continue to show that clients prefer to work with external counsel that
consistently deliver a highly tailored almost personalized service. In this regard
organisations in CEE countries are no different to businesses elsewhere in the world broadly they have the same ‘service’ expectations.

12) Finding out what the client really needs
The findings in table # 27 (uncovering client needs) are straight forward: two thirds of the
respondents said that there was clearly room for improvement when it came to
uncovering their needs. Addressing this issue alone can improve your competitive
advantage. But thinking about this more broadly, in terms of cross selling and involving
associates uncovers the true scale of opportunity.
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13. The parties
About LexisNexis Martindale-Hubbell
LexisNexis Martindale-Hubbell is the leading client development company for the legal
profession and the number-one resource for information about lawyers and law firms
worldwide, consulted daily by lawyers, business executives and consumers. With more
than three million searches conducted every month across our flagship website
martindale.com this unrivalled network connects lawyers and law firms with their clients
and potential clients, facilitates communication between members of the legal profession
and presents biographical information and professional credentials of lawyers in private,
corporate and government practice. It is powered by a database of more than one million
lawyers and law firms in 160 countries around the world.
Martindale-Hubbell is part of the LexisNexis Group, a member of the Reed Elsevier
Group plc.
For more information, visit www.martindale.com

About the Forbes Institute
Jeffrey Forbes is the Founder and Executive Director of the Forbes Institute which
provides consulting and information services for professionals in Europe. Jeffrey primarily
helps international business lawyers and their firms develop their practice areas by
getting them to focus their strategic thinking by creating or improving their individual or
firm-wide business and marketing plans. He also puts together and facilitates partner
retreats, conducts client reviews and assessments, and helps individual lawyers achieve
their personal marketing plans with coaching and business development training. Jeffrey
works mainly on continental Europe and has unequaled contacts and expertise in Central
& Eastern Europe, particularly Russia. For nearly a decade he was also the former
Founder and Regional Chairman of the CEE network of the London-based Professional
Marketing Forum.
To contact Jeffrey or learn more about the Forbes Institute please visit:
www.forbesinstitute.com
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