
E D I T O R

James Wilber
Principal
Altman Weil 

C O N T R I B U T I N G  E D I T O R S

Ward Bower
Principal
Altman Weil 

William F. Brennan
Principal 
Altman Weil 

Thomas S. Clay
Principal
Altman Weil 

James D. Cotterman
Principal
Altman Weil 

Daniel J. DiLucchio, Jr.
Principal
Altman Weil 

Virginia Grant Essandoh
Senior Consultant
Altman Weil 

Marci M. Krufka
Principal
Altman Weil

Charles A. Maddock
Principal
Altman Weil 

Alan R. Olson
Principal
Altman Weil 

Richard C. Reed
Senior Advisor
Altman Weil 

Eric Seeger
Senior Consultant
Altman Weil

M A N A G I N G  E D I T O R

Susan D. Sjostrom

Report to 
Legal Management

O U R  3 3 R D  Y E A R

October 2006
Volume 34,  Number 1

A s it has matured, the legal market has
been segmenting. In fact, whether in
legal services, other professional ser-

vices, or manufacturing, segmentation is a
classic result of the maturation of a market.
As a market matures, demand for a product
or service diversifies, creating different mar-
kets within the original market. When ice
cream is brand new, one flavor is sufficient.
When only one car is being mass-produced,
one body type, one level of horsepower, and
one color are sufficient. As markets evolve,
demand diversifies — or demands diversify.
Typically, diversification of demand is
accompanied (and some would say driven,
at least in part) by diversifying capabilities to
satisfy these demands.

In the legal market, “segmentation” refers
to the increasing differences between differ-
ent practice areas, specialties, and even sub-
specialties, as economic and business units. 

Strategic Importance
In fact, segmentation is now one of the most
important concepts with which law firm
strategists must grapple. Understanding and
using segmentation is critical in assessing
your law firm’s practice, and in planning for
the future. 

At the same time, segmentation also pre-
sents numerous challenges for leading and
managing law firms. Many firms under-per-
form, and some even fail, due to the organi-
zational fallout engendered by segmentation.

This article seeks to underscore that: 

• segmentation is a reality in the legal mar-
ketplace

• segmentation offers tremendous opportu-
nities for law firms that effectively imple-
ment the demands of segmentation in
their strategic planning

• stress factors resulting from segmentation
are significant — and even organization-
threatening

• the major opportunities and stress factors
must both be recognized and dealt with by
law firm leadership

Salient Example
Consider a typical creditor-side bankruptcy
practice compared to a typical debtor-side
practice. As practitioners, the creditor-and
debtor-side lawyers speak the same lan-
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guage and operate under the same
sets of rules, from different sides of
the aisle. 

As economic units and business-
es, however, creditor and debtor
practices have huge differences. As
lawyers have become more special-
ized in these practices, and market
influencers such as advertising costs
have increased, creditor and debtor
bankruptcy practices have diverged
into separate businesses. 

In particular:

• The creditor-side practice typically
involves representation of a limited
number of financial and commer-
cial institutions. The debtor practice
tends to be high-volume, represent-
ing numerous individual clients.

• The creditor lawyer’s clients are
often professional creditors, having
multiple matters and an ongoing
need for representation. Debtor
clients, whether individual or com-
mercial, cannot be characterized as
professional debtors.

• In marketing, the creditor-side prac-
tice typically involves focused, tar-
geted one-on-one contacts. By
contrast, the debtor-side practition-
er must reach a broader audience of
consumers with a highly infrequent
or once-in-a lifetime need for repre-
sentation in bankruptcy court.

Business Model Alignment
As these important contrasts suggest,
the business model for planning and
managing a successful creditor bank-
ruptcy practice is substantially — and
critically — different than the model
for operating a successful debtor
practice. If the consumer debtor
lawyer endeavors to market his or
her practice one-on-one, the number
of contacts that would need to be
made to develop a thriving practice
would be staggering, leaving little or
no time for practice. The more suc-
cessful business model typically

involves direct-to-consumer advertis-
ing or the development of referral
sources that can refer multiple clients.
On the other hand, if creditor-side
lawyers attempt to mass-market their
services by media advertising, they are
unlikely to reach, nor to favorably
impress, their targeted clientele, and
the misaligned business model will fail.

If the consumer debtor-side
lawyer does not strive for the effi-
ciencies compelled by the generally
low and fixed fees accompanying
these cases, there will likely be
insufficient revenues from an insuf-
ficient number of similar cases to
cover overhead and applied profes-
sional resources. While efficiency
and cost-effectiveness are also
important on the creditor side, max-
imizing efficiency at the expense of
client contact, including direct
client contact by the lawyer(s)
involved, is much less likely to pro-
vide a formula for successfully
building relationships with ongoing
clients. Here too, we have a mis-
aligned business strategy.

Major Opportunities
Recognizing and employing seg-
mentation at a strategic level creates
a legal marketplace that is really
quite a rich tapestry for the strate-
gist (although some might maintain
that the tapestry is a more chaotic

patchwork). The typical law firm is
a mixture of different businesses
with varying clients and sources of
business, diverse economic realities,
different cyclical/counter-cyclical
patterns, different market forces,
different competitors, and variegat-
ed internal practice area interfaces.
Analyzing and employing these dif-
ferences in strategic planning, mar-
keting, firm management, and
practice management provides the
law firm with a multitude of vehi-
cles to success. 

This complexity spells major new
opportunities for law firms because it
means multiple new client and
industry needs.

Potential Major Difficulties
Simultaneously, the phenomenon of
segmentation also can mean signifi-
cant potential difficulties for law
firms. Operating numerous business-
es “under one roof” presents many
challenges to operations, manage-
ment, and leadership.

Operationally, the complexity of
increasingly divergent specialties
creates numerous demands for
technology, legal processes, forms,
diverse billing approaches, and sec-
retarial and staff training. The list
goes on.

Moreover, the overall impact of
complexity, and of specific deci-
sions, has unavoidable economic
effects. A law firm that wants to be
dominant in too many practice areas
will likely be dominant in none. A
law firm that wants to be state-of-
the-art in all of its practice areas can
only do so by making huge econom-
ic and managerial investments.
Even then, the task at hand is formi-
dable, to say the least.

But the most serious issues poten-
tially arising from segmentation can
be the negative feelings of individual
lawyers and practice groups — of sep-
arateness from their firm colleagues,
of internal competition, and even mis-
trust. These issues are manifest in
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many forms, but the common exam-
ples include: 
• One group in a law firm, or lawyers

occupying a defined niche within a
practice group, has lower billing
rates than other practice groups.
They begin to feel embarrassed or
embattled by comments related to
their contributions and profitability
relative to other higher-rate practices. 

• Members of another group in a
practice that is prone to peaks and
valleys in their workloads might
feel embarrassed and embattled
when they’re in a down cycle, even
if they don’t hear those deprecato-
ry comments. Once they do hear
such comments, they’ll probably
conclude that their previous contri-
butions have all been forgotten.

Action Points 
In the face of such opportunity and
challenge, law firm leaders and man-
agers need to: 

• Recognize and identify the differ-
ent practice areas and specialties in
their firm, not only as substantive
practice areas but often as individ-
ual business units.

• As strategists, focus on the market
and economic factors underpin-
ning the firm’s services, and incor-
porate those into planning.

• Stimulate, lead — and facilitate, if
necessary — discussions within
the firm about the market, and
about the economic and business
factors that bear on particular
practice areas and specialties.
These discussions can be in the
context of planning, marketing,
budgeting, staffing and practice
management. Whatever the con-
text, they need to be conducted in
a rational, businesslike, and prob-
lem-solving mode, without blame
or recrimination.

• As strategists, leaders, and man-
agers, privately seek reasonable
conclusions regarding group and

individual lawyer performance. In
particular:

- Is a group’s performance lagging
because of market factors or
because of individual/group
performance issues? 

- Stated another way, is a down
period (or an up period) more a
result of market factors, of
firm/practitioners responsible
for building the group, or
both—and in what approximate
proportions?

- Are people, or a group, being
blamed for economic or other
forces beyond their control?

- At what point have market fac-
tors become an excuse for sub-
par planning, management, or
performance? 

Market and economic forces
affecting (or afflicting) a practice
group or an individual’s practice
might naturally result in significant
consequences, including compensa-
tion and, eventually, even the firm’s
capacity to maintain a particular
practice. The end result might be
similar to what would happen as a
consequence of sub-par performance
attributable to individuals’ inatten-
tion or other omissions. 

In response, leaders and man-
agers should deal with market and
economic forces publicly, through
planning, marketing, management,
and practice management discus-
sions; and they should deal with
productivity issues privately and
appropriately, through the firm’s
management, practice management,
and compensation structures. �

Alan R. Olson is a principal of Altman
Weil Inc., working out of the firm’s Midwest
Office in Milwaukee. He can be reached at
(414) 427-5400 or arolson@altmanweil.com.
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