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Shedding 1ight on the shadowy
world of referrals

furope’s foremost -
ingepandent law firms talk
to RIGHARD TROMANS about
their varying levels of
reiiancs on revenue
senarated via other firms,
farmulating successful
peferral sirategies and
adapting them Lo changes
in market condilions

hen a lawyer says the word
‘client’, in most cases
people think of a company,
a bank or a rich individual.
However, for all law firms, whelher national
players or small boutiques, some of the
best clients they will ever have will be
other law firms. Equally, although law firms

. rely on the talenis of their own partners

and associates to give quality advice, it's

the other law firms they often send a client

to that could cost them their reputation.
While a global law firm may receive no

. more than five per cent of its revenue from

referrals from other praciices around the
world, independent firms in small markets
like Switzerland can receive as much as
70 per cent of their work from ouiside.
Others, in bigger markets such as laly,
France of Germany, can still see lérge
chunks of their revenue coming via the
grace and favour of foreign fawyers.

In most markets, to have a client that
represents as much as five per cent of
yOur income is seen as a potentially risky
positicn, So, for some independent firms.
not just their business model but the very
life of the firm is dependent on referrals.
Clearly, law firms that can increase referral
work will boost revenue, yet very few have
a truly structured way of doing this.

How a law firm handles its extarnal
referrals can be just as crucial.
Sophisticated clients always want the best
advice and will not easfly forgive a taw firm

.~ global or independent — that refers work

10 a lawyer wiho does a poor quality job.
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Even firms with 30 offices around the
world have to woiry about where they
send their work. And for the independents,
while they may have a network of close

friends to refer to, what if they upget that =

friendship because they receivga more than
they send? Undouitedly referrals are a
strategic minefield that needs to be |
carsfully thought out and managed.

Inbound work
The value of referrals can often be
downplayed in the legal market. This is
because lawyers like to talk about their
‘real’” clients, especially margues names like

Goldman Sachs, or E.ON. Few practitioners -

in indepencent firms like to brag about the
fact thay get a large part of their pay packet
via Clifford Chance or Linklaters. Earning &

Tiving by taking work handed to you by

foreign lawyers may not seem as
glamorous as winning it in a beauty parade,
but for many European fims it constituies a
farge portion of their income.

The naticrt most dependent on referrals

‘from outside its borders is Switzerland. For

example, Froriep Renggli partner Peter
Merz comments: “If you look at work
referred into owr firm it is between 60 and
70 per cent of our total.” He points out that
the firm's representative branches in
Madrid and London play an important role
in ensuring that referrals from other
practices are hoovered up and sent back
to the Swiss offices to handle. Mr Merz
explains the main referrers are UK,
German, Italian, Spanish and American law
firms. Without these Froriep would-
ohviously be a lot poorer. In fact, one could
argue that if there were ever a significant
drop in these referrals the firm could no

“fonger function.

Cne way such a dramatic scenario

could enfold would be if those referral firms, -

espacially the UK-based mukinationals.
decided to set up in Zurich and Geneva.
But Mr Merz is confident: “We do not
expect the globals 10 enter the Swiss
riarket in the near future.” One reason
being that faw fims say they are happy
with the way the Swiss handle work
referred to them.

A partner at another Swiss firm adds:
“The reason that the globals set up their
own offices in ttaly was not because it
would benefit their revenue that much, but
because they were worried about how -
client work was dealt with by the top Italian
firms." That is to say, the leading ltalian
independents may be great firms but they
did not wart {o conform to Anglo-Saxon
protocels and bureaucracy. The famous_.fy
calmer and consensual Swiss on the cther
hand are more than happy to do work as
foreign firms would like it. The fact that the
Swiss market is small also helps deter new
entrants. ’ .

Another leading Swiss firm, Bér &
Kareer, likewise greatly values inbound
referrals. Managing partner Eric Stupp says
they account for around 50 per cent of his
firm’s work, although some instructions also
come from investment banis that
recommend their clients to them.

Mr Stupp explains that the non-referred |
work is a combination of long-term clents
that have got to know them well already —
such as the major banks — and Swiss
clents that come to them because they are
visible in-the local marlet. However, with 50
per cent of work still coming from finns like
Linklaters or a major US player, Mr Stupp
needs to keep focused: “If cur referrals
started to drop we would have to increase
our marketing efforts, and if they confinued
to fall further we wouid have to think about
forming an exclusive relationship with one of
the global firms.” He adds that another .
emergency alternative would be to do what
Hengeler Mueller did in Germany whereby it
stuck adamantly to independence and
weathered the merger storm that ensued in
the late 1990s.

Right now this scenario of referral
collapse in Switzerland is very unikely, bat it
is something that has happened in
Germany, France and cther European
markets whars internationat firms came in
and started keeping all their referrals to
themselves. From this we see that the
global model is not just about offering

-clients the mythical ‘seamless service' but

also keeping as much work as possible in-

‘house. It may never have been a deliberate

strategy o put the rival local players out of
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business, but cne can envisage how a
sudden famine of referrals could quickiy
undermine some independent firms'
business models.

Different strokes

But between these extremes there are a
range of other models. One such is
demonsirated by ltalian firm Studic Legale
Sutti and could be called the 'middle tier
attraction model’. Name pariner Stefano
Suttl stresses the practice is purposely
designed to attract work from other law
firms and says that about 40 per cent of its
total comes from referrals. "For us referrals
are crucial. Thus, marketing and being
visible in the press is important,” he
explaing, He adds, however, ihat some of
the top Italian firms do not receive so many
referrals, partly because the globals already
have offices there to handle a lot of the
quality M&A work, while big ltalian clients
like Fiat do not need to be told who the
best banking regulatory lawyer in kaly is.
Clients that use elite frms fike Bonelli Erede
Pappalardo often come straight to them. If
not, then they go to a Clifford Chance or
Linklaters, and such firms handle everything
from New York, to London, to Milan.

Hence a lot of the top instructions do
not go through the referral system.
However, Studio Legale Sutti does not work
50 often in this part of the market. Their
wider and more mid-cap set of practice
areas are of real use to UK/US firms that do
not have coverage in ltaly and do not want
to bring in a top-tier corporate and finance
firm like Gianni Origoni Grippo & Partners to
handle a mid-sized cross-barder joint
venture. “We pay a huge price to be an
independent firm because we have no
captive market,” says Mr Sutti. That is to
say, an arguably mid-cap independent firm
cannot guarantee domestic clients will keep
coming to them. Mid-rmarket deals are
often more about pricing and the services
required are easier to replicate. There are
therefore a lot of mid-market players, so it-is
hard to corner this segment of the market.

This is unlike ltaly’s legal elite who are
close to the governiment and the big
industrial groups like Fiat or Benetton and

_fransactions just to keep the -

are seen as automatic choices for Italian
mega-deals, Sutti is not such a firm and so
has to encourage work from abroad to
boost the bottom line. One way to do this is
to offer a different service from other italian
players with & more purely domestic
practice. Sutti's multiple office expansion-
into the Balkans has been part of this and
now UK o other firms come to Sutti in
arder to handle work in places like Serbia or

- Croatia,

However, some independents that ars .

" targeting better corporate work do also

manage to win a significant number of
referrals. Nomr Stiefenhofer Lutz, a German
practice certainfy on the way up In the eyes
of its rivals, says that around 30 per cent of
its M&A work comes from foraign law firm
referrals. This is impressive in light of the
competition it is up against (see issue 73
cover stary). With nearly every major US
and UK firm in Germany having a corporate
and finance practice, stil being able to draw
in considerable M&A referrals is a sign of
health rather than purely of dependence -

. aithough it would be falr to say not all of

these transactions are the mega-deals that
the globais are chasing. Norr partner Dr
Thomas Schulz comments: “We specifically
target firms that.do not have offices in
Germany. We can take better care of thase
referrals than the global firms here, We treat
each job with utmost care and this is part
of our forelgn policy.”

Such a strategy is getting easier td
promote these days, espacially after
firms like Freshfields Bruckhaus
Deringer cléared out the top
lockstep partners in Germany
who did not bring in enough mega-
deals. This can only reinforce the fesling
that some of the globals are :
grudgingly doing mid-cap

volume up, as opposed to a
firm {ike Nom that is
earnastly irving to
capture this work
and, when it
can, the
top-cap
deals. Equally,
a referral to

" Used to giving such work therr full attention.

law firm referrals

Nérr is likely to come from firms like - 19
Macfartianes in the UK, who are focused on

Just this part.of the upper mid-cap to lower

top-tier instructions. So, aif along the referral

line the client is in the hands of lawyers

But, when one locks at independent
firms that are cnly targeting the very top of
the German market, just as the best of the
globals are, we see something one might
not expect. Take Hengeler Mueller for
example. One might think that such a
famous independent firm would be
drowning in referrals from foreign
counterparis. But the reality is the opposite
says partner Dr Markus Meier: *The
estimate is difficult, but probably we get
only abeut 10 to 20 per cent of our work
fhrough referrals.”

Cne reason for this low level is that
when it comes to the major work that
Hengeler is atter, it is already there doing
pitches 1o clients alongsids its best friends
such as Slaughter and May. “A significant
part — perhaps 40 o 50 per cent - of our
work comes through our best friends
concept. We pitch together and do not sit
and wait for a referral,” Dr Meier explains,

And Hangeler gets invited {o all the best
pitches because, like other top firms, its
reputation for corporate advice
is welf known, In this way its
referrals are really for the
work that
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Beyond an annual ‘road show’ to the US to
meet existing referrers most lawyers prefer
to let their expertise speak for itself

originates outside of Europe. Again, this

mirrors the picture in ltaly among the top
firms there. If & mega-deal is going on in
Europe and involves German law in a

Tnateral way — eg £.ON/Endessa - you can
bet Hengeler and fends have already been .

contacted by general counsel or are on any
shortlist for the work.

. José Maria Segovia, managing partner
of Hengeler’s Spanish friend Uria
Menéndez, is of the same mind as Dr
Meier. He says that referrals from-other
firms account for less than five per cent of
their worldoad and talks with a certain
amount of disdain about ‘the referral myth';
“We used to think that we had to be careful
because of referrals. But, at the end of the
day, referrals are not core to us.” He adds -

that the number of referrals is declining, and -

there could be two reasons for this. One is
that the huge number of international firms
in Spain are keeping in-house a lot of the
best cross-border work that would have
been referred out in the past. The second is
that Uria, like Hengeler and other quality
practices, saw the writing on the wall about
global law firms and now focuses on
hunting for the choice opportuniiies
themselves rather than expecting other
firms to send them.

This strategy works because such fimns
do what they say: put quality above all else
and are clearly at the top of the tree in that
market. Firms below this level cannot do it

because no mega-deal will come directly to
them in the first place, and even if they
pitched for it, they'd be uniikely to win. For
example, one independent managing
- paftner of a more mid-tier firm who wil
remain nameless to spare his
embarrassment says: “We pitched for a
major job with a global car manufacturer
_that would normally use a top-tier firm for
such work. We dropped our price to a third
of what the other firrms would charge. But
they stilt wouldiv't give us the job.”

The partner seemed 10 think this was
untair in some way and that the price-
cutting should have solved any problems
the company had with the firm's fack of
experience at such mega-deals. But of
course this is rarely how quality clients and
top firms work, As one high-level banking
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pariner at a European independent practice
puts it: “If a bank calls me up and wants to
start negotiating about prices | just tell them
to go to someone else. | don't do that kind

brought in on ‘a shadow basis’ for global
law firms that do not have as good an
erwironmental practice in France as they
would like. In certain cases the global firm

ofwork*Firms that cart really livedike this— — ~ dogs not everv el the dient they‘a’re oshga

do not need to rely on referrals. For this
glite, ehough of the good work wili come
straight to them.

Arother surprise is the referral life of
boutiques. One might think that a niche
outfit, which has little chance to cross-sall,
would be wholy dependent on referrals to
survive. But this is not so. Take Savin
Martinat, a French environmental law
specialist practice. Name partner Yvon
Martinet explains: “If you include the
referrals from our European alliance and
from all other firms it is about 40 per cent of
our revenue.” He adds that very often the
work from non-alliance firms keeps coming
from the same players again and again.
Forty per cent is still a huge amount of work
{0 depend on from outside, bui one reason
why this percentage is not radically higher is
that, as a specialist concern, one is well
known to specific clients that regularly use
your expertise. _

This scenario is shared with Frankfurt-
based finance specidlists Nordhues & Cie.,
Partner Dr Hans-Glnther Nordhues reports:
"Up to eight per cent of our revenue comes
from referrals, mainly from US firms.” This
surprisingly low number is because most
top globals have such good finance
praciices that they would never need to
come to Nordhues. But Or Nordhues says:
"A lot of the German banks know us and
come diractly.” As in Mr Martinetis case, the

firm works in a specialised field and has

forged close links with local clients that go
straight to the practice without an
intermediary. Sometimes the bank even tells
its clients to use the firn, This must be a
nice position to be in, but it is made
possible bacause the majority of the work
includes deals that are 90 per cent
German. Even if there is a US invastor in
Franiciurt, the transactions involved are
ones where the vast majorily of the
paperwork will be in German.

Another unexpected feature of how
boutique referrals function is revedled by

"Mr:Martinet who says his firm is at times

boutique to besf up.the French side of the
deal, hence the term ‘shaciow’. Mr Martinet
comments: ‘Sometimes this can be hard
when you are on a telephone conference
[during the transaction].” He adds that once
in a-while the firm comas in as a shadow
player and ends up being ‘official’. Even
with Nordhues, some US outfits with
German offices have come ¢ the firmn for
local finance help

The 'how to'
Cleary, there is a wide range of approaches
to inbound referrals. Some models are
based on the firm's location, others on their
pasiticn in the market. This being said, how
do law firms that want to boost their
referrals actually do so?

Curiously, few practices said they
invested in more than one or two pariners
spending fonger than cne or two weeks
abroad each year to drum up referrals,
Most said that going to the iBA conference,
with a few days in New York to ses US
firms, plus a similar period in London to see
the remaining independents there, was
abodt all they did. This seams quite laid-
back for such a potentially expandable
income soLrce.

Lawyers would never be that casual
avout a group of investment banks that
provided 10 per cent or more of their
turnover. Even if a law firm did not regularly
go and visit such important clients they
would make sure they were in regular
contact with key pecple, at least by
telephone or email. But whan it comes 1o
lawyers, there is liitle appetite for feverish
refationship building. One could argus thay

~ are teo busy doing legal work to make

friends with other lawyers but, considering
the money involved, it seems more could

be done.

Per Magnusson, founder of the
Magnusson Law Firm, has a fairly typical
response to this. The firm arranges annuad

visits to the US fo see practices it already
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knows. "The meelings we do in America
are very informal; they take about one hour
and sometimes we do a presentation. But
usually we just discuss trends in the market
and issues that law firms face,” he explains.
This facilitates ‘cultural bonding’ he says
and helps build a long-term relationship.
- But, again, no hard sell.

Any more than this is seen by most as
averdoing it. 'Cold calling’ firms that had
not sent work before was also rejected.
Beyond an annual ‘road show' 1o the US to
meet existing refemers, most lawyers prefer
to let their expertise speak for itself.

As Yvon Dréano, co-managing partner
of JeantefAssociés, puts it; "Your work
attracts other work. It is the best marketing
tool you have.” He says that in terms of
competing 1o win refemrals, the issue is the
quality of what you do. *You fesl
competition, yes.. But if you do a bad job
you can be sure the other law firm will not
hesitate to use others [next time}.”
Incidentally, Jeantet says that up to 15 per
cent of its work comes from referrals and’
this is ysually “high quality international
work”.

However, Tony Wiliams of Jomati
Consuliants says sitting back and daoing the
minimum to keep existing links to other law
firms is a risky strategy. He notes too that
going fo networking events like the 1BA

- conference to meet old fiends may help
keep some work connections alive, but it is
not the same as reguiarly visiting
cotrespondent firms: “It fakes time 1o stay
in-the front of the mind of another firm.
Lawyers often fa down in this area and
only think of going to see people when tha
work dries up. You have o treat other firms
like clients.”

Yet aimost all partners interviewed said
that when it comes to other lawyers they
prefer to think of them in terms of like-
minded individuals, or as friends, rather
than referral fims or ¢lients. The feeling is
that it is better to have a personal link to
another practilioner they trust than to the
whole firm, In short, when it comes to
dealing with other lawyers the tendency is
to avoid an institutional approach. However,
Mr Williams courtters: “You have o go
beyond the individual to the whole firm. If it

has a preferred law firm list you want o be
onit." Just as, one might say, it is all very
well being friends with a company CEQ, but
if the general counse! calls the shots and
you are not on his panel that friendship may
count far nothing.

Outhound referrals
The other side of the coin is outbound
referral work. Here, thera is unanimity on
how important it is. Even a global giant
like Linkiaters that has 30 offices in 23
countries needs reliable firms to send
assignments to. After all, there are 194
countries in the world — that is quite a
short fall. Quality work may be generated
in the few global financiat centres, but the
end job can take a firm tc the four
corners of the earth — for example, a
power project in Africa, or Centrat Asia.
Even in places where it has an cffice, the
firm coukd face a conflict and need to
send work to a local independent
practice.

Linklaters partner Alain Garnier reports
the firm has created an intranet system
that lists all jurisdictions it may be involved
in to make it easier to handie the
outhoiind work: “The system is very easy
to access and it lists the primary contacts
within Linklaters to get advice on who to
call.” He says the normal procedure is to
go to the listed partner first and ask for
their country recommendation, but there
is not a ban on going cutside the process.
Eftectively though, this system turns each
country contact partner into a kind of -
general counset who keeps & list of firms
he thinks they should use.

Mr Garnier adds that even in key
jurisdictions such as the US, they refer
wark even though they have an office: “In
the States we referred banking regulatory
advice to a small New York firm because
we don't specialise in banking there.”

- They also send work to Bredin Prat in

France, even though there may be a risk
that Bredin could later recommend the
client to use ally Slaughter and May in

Londen next time there is 2 UK deal.

One US firm partner, who did not want
to be named, said his practice's computer

system ranked all the foreign firms it used
with a spacial star system, with two stars
for the best performing. This is reminiscent
of the growing trend among general
caunsel to pay more attention to whom
they send work, UBS for example has just

“installed a ranking scheme for the firms it

utiises, to track their performance. It also
underlines how relationships, even
between law firms, are becoming

-institutional.

Interestingly, the partner at this US firm
said he felt generalist networking events
such as the IBA caonference were a waste
of time: “We have stopped going to large
events and instead go 1o more specialised
ones for finance or M&A." As his firm is a
large muitinational, it receives few referrals
and since it has its own IT system {o track
external work and rank other law firms on
how they handte it, they don't need to
aetwork 5o much now either.

However, he underlines that before his
local European firm merged with the US
giant he is in today, it was a different story.
As a lawyer in an independent outfit he
was heavily dependent on the referral
process, “In fact,” he says with a laugh,
"my biggest client was Linklaters”.
Obviously this was before Linklaters
opened offices all over the continent.

What is also interesting is how much
more professionally US and UK players
handle referrals than most European firms.
Some, like Berwin Leighton Paisner {3LP),
have spent considerable time and money
developing special software for this
purpose. BLP put together & team made
up of staff from the IT department,
markeating and management. A firm
document explains that its Client
Relationship Management software, called
InterAction, has become the basis of a
new referral fracking system. This was
simplified to allow partners to use a drop-
down menu on their computer screén that
showed all the deal reports and other
information finked to referrals. Primarily the
firn uses a list of preferred practices and
closely monitors what goes on. Neil
Tem'pieton, BLP marketing director, notes:
*The referral tracking system developed
by the IT department has faciliiated easy
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access to valuable information and
statistics on both inward and outward
referrals. The data has been used
extensively by the marketing team to

» develop relationships with our preferred

firms as well as for rarketing, pitch
materials and presentations.”

Compare this to Urfa Menéndez. It
may be one of Spain’s top firms, with very
high-tech offices, hut Mr Segovia says:
“We have no centralised systern for
outside referrals. The partner just contacts
whoever he knows. They don'l have to call
me. We respect each lawyer's ability to
manage it." He comments that it is true
that ii the firm picked certain practices to

_ work with they would “have more

feverage” with that other firm, The latter
would also be obliged to send wark back
fo them, However, he stresses: “Then ihe
partners would fose autencmy and they
vaiue it highly.” He goes as far as to say
that ail external services are down 10 the
individual partner: from cheosing
accourttanis, experts or even translators,
they can pick anyone they like.

One of the final points that divides law
firms on referrals is the issue of reciprocity.

For the globals and the top independents -

there is often no point in thinking about
getting work back. Few law firms in Papua
New Guinea are going to send you quality

work. Howaever, if there is a Furopean oil

‘company that is setting up a joint venture

there and you need some local advice,
you want the very best lawyer in the
country. If they ever send work tc you in
the future it is a bonus, but not expected.
As Travers Smith partner David
Patient puts it: “We rely quite heavily on
other independent EU firms.” However,
he stresses that with on average only five
per cent of its instructions coming from
referrals, there is not exactly huge
pressure on the firms i works with to
fefer back to it. He emphasises too, that
at ieast as far as a UK firm like Travers is
concerned: "Work fliows from west to

Ithough some law
firms prefer to
manage referrals
based on an
incohesive myriad of
relationships, others seck a
morte fixed system —
namely, networks. Not
every independent firn is
in a network and ii is clear
that not every network has
the same qualiry of firms
within it. However, among
the better networks -
member firms find they
have a valuable resource on
hand to manage referrals.
One might be sceptical
over whether the member
firms really do bother to
send work to each other, or

~ whether they are only in

such clubs so they can
receive work — having litfle
intention of going heyond
old-established friendships
when it comes to referring
out, This, sadly, is certainly
the case for a minority.
There are other
imperfections too: as we will
see, there are still some
instances where networks

cannot help referrals.
Nonetheless, among the
firms and networks we
interviewed there was a
strong showing for keeping
referrals among members
and a lot of faith in the
system,

Family ties
As TAGLaw chief Peter
Appleton-Jones affirms:
“We don't measure referral
numbers, but from
anecdotal evidence T would
estimate that more than
half of referrals from
member firms to nearby
jurisdictions go to other
members.” He adds that
when firms refer work
further afield, for example
from an EU praclice to
Alfrica, then the rate rises to
up to 90 per cent. Clearly,
distant referrals are higher
because in Europe firms
already have their own
contacts in other EU
jurisdictions, in addition to
their network members.

Of course, network
heads are bound to say that
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metnbers make significant
use of other members. Afier
all, referrals are such
organisations’ lifeblood. But
the experience of law firms
supports such claims. For
example, one might assume
that for an international
firm with a strong focus on
cross-border work such as
Lex Mundi member Gide
Loyrette Nouel, a single
network could not satisfy all
its needs. 1o some extent
this is true, but partner
Philippe Xavier-Bender .
insists they still make
considerable use of Lex
Mundi: "It is a matter of
general principle that we
try to use the network for
referring work." He stresses
that if a nerwork has other
guality firms in it then it
makes sense to build gn
rhese links. [t is possible
that Gide would still send
its work Lo Norr
Stiefennhofer Lutz in
Germany or Uria Menéndez
in Spain regardless, as they
are top independents. Yet,
as these firms are also in

the network, referring to
them makes even more
sense. Mt Xavier-Bender
says it is difficult to give an
exact figure, but Gide on
average uses Lex Mundi
members for between 50
per cent to two-thirds of ail
outbound referrals,
stressing: “[ systematically
ensure that work is sent
inside the network.”

I'a very specialised
network like ius laboris,
which only handles
employment issues, the
percentage of refervals is
even higher. Inigo Sagardoy
of Spanish member firm
Sagardoy reports: "We have
no explicit obligation to use
the network, but in fact we
normally do.” He estimates
that about 90 per cent of
referrals to countries where
there is an ius laboris
member go to that firm.

- This seems a high figure

until you consider they are
only dealing in employment
matters and many of the
lirms in the network are top
practices for employment

i




past.” Thai is o say, UK ¢lients, such as
private equity funds, come to Travers to
handlle a pan-European deal. Travers is

" obviously happy to do this, even if the

other EU firms don't send anything back.
If Travers couldn't rely on the co-
operation of gquality European
independents, it may not be able to win
the London part of the job either. in such
conditions, receiving nothing in return is
not a big issue.

However, among Furopean
independents there is more of an onus on
reciprocity, This is perhaps because firms
across continental Europe could send

of cross-investing from one EU state into
another. )

Hengeler's Dr Meior says of the
Eurcpean referral situation: “If you refer
work you do expect some back. You
don't expect a referral firm to send us all
their German work: but, if instead they
sent all their German work to another firm
then we would stop referring to them.”

This view is shared by many other
independent firms. Mr Maghussan
explains: “There is an eliquette. We
would stop sending if the other didn’t

“send back. Maybe we wouldn't taik

about thal out loud, but the work would

law fiem referrals

non-exclusive arrangement doesn't mean
you can snub another firm, or never send
them anything ‘interesting’.

Undoulriedly, how law firms manage
referrals, both inbound and outbound,
¢an have an important impact upon their

“business. Whether this is by playing by

the rules of etiguette, or organising your
marketing better, or by infroducing a
more co-ordinated use of other firms,
independents still have plenty of room to
improve their referral systems. And in an

-age where competition is ever increasing,

ignoring an area that can affect your
reputation and your battom line is a very
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each other quality work, as there is a lot

in that jurisdiction. For
instance, network or no
network, Sagardoy would
refer a French piece of
employment work to ius
Iaboris Paris member
Capstan, as it is ranked top’
for this area there.
Obviously the best
networks for referrals are
the ones that have .
members a firm would
naturally turn to anyway.
Leading clients want first-

_rate quality, so if you can

make a network out of what
are the pre-eminent
independent firms then
that network will see high
levels of referrals between
members.

Jean-Paul Bignon, vice-
chair of Meritas and name
partner at Bignon Lebray,
comments: “We use the
network about two-thirds of
the time for referrals to
other firms.” He points out
that member firms pay to

" be in the network, are

monitored for guality and,
as most have been in
Meritas for 12 years, knaw

the other practices very
well. If you are paying for
something, his argument
goes, and ygu have checked
its quality, it makes absolute
sense [o use it,

And partner Sebastian
Graf von Wallwitz of

_German firm Schwarz

Kelwing Wicke Westpfahl
vouches that whenever il
can his firm refers inside
TerraLex, of which itisa
member, estimating that
more than G0 per cent of
their foreign referrals end
up with a fellow network

~law firm. “We find it very

fruitful,” he stresses, saying
that he personally can see
no paint in not going to «
Terralex nrember unless
there is a compelling
réasolL.

At Austrian firm etnlwle,
partner Raimund Cancola
reports that its Interlaw
membership sees the firm
send out about 70 per cent
of referrals to member
firms. Although the ratio of
inward referrals is tower, he
says that the actual number

stop.” He says that just because it's a

of deals sent 1o them by
Interlaw firms is the same as
that sent out to other
members. This is because
elnlwlic receives many maotre
deals from other firms
around the world too,
making this ratio lewer, in
fact about 30 per cent.
Meanwhile Jean-Luc
Soulier of French regional

firm Soudier says that about '

20 per cent of inbound
referrals from other law
firms comes through its

. World Law Group networl.

Clearly such firms
receive more work than they
send out, but this is to be
expected as a large
proportion of referrals into
Europe originate fram
either Asia or the US.

Exceptions to the rule
So, although network
members handle a

_significant amount of

international referrals, why
is the level not cven higher?
If networks are making every
elfort for firms to trust each

other, why aren't they all

risky sirategy. =

experiencing a 100 per cent
referral rate?

One obvious reason is
client conflicts, particularly

- among the networks with

larger members. Another
explanation is that some
clients already have
someone in mind when they
start a deal and general
counsel will prefer to use
who they want. This is more
likely to be the case with
sizeable clients that have
regional panels or existing
agreements with law firms
in certain countries for day-
to-day work. In such
situations the network
cannot interfere. Such
obstacles to referring within
your network family can be
easily accepted. What'is less
clear-cut is the amount of
waork thart is not sent inside
the network, despite the fact
it arguably could be.
Explaining the reasons
behind these kinds of
exceptions, Schwarz
Kelwing Wicke Westpfahi’s
Mr Wallwitz suggests one
issue is simply that notalt >
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