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Surveys: In-House Spending‘Up, Ou"ts:ide Costs Cut

BY GINA PASSARELLA
*Of the Legal Staff

Two (different shrVe}‘rs of chief leoalofﬁ-

.~ cers from two different consultancies show
. the same two thmgs Law departments
‘are mcreasmg mternal spendmg through -

. increased hn'mg of attomeys and- staff and o
L 'percent natrona]ly and 6 percent globally, ‘

spending less on outside counsel. -

The results largely mirror what local gen—l O
‘ ~ cent ‘of respondents saymg they cut outside -

"spend At the: same- time, in-house legal

eral counsel are domg

The ‘surveys: were conducted 'by

Hildebrandt Baker Robbrns and Altman -
“States and. worldwrde H}ldebrandt said.

. Weil and released within a day of each other
: thls week :

e . e e ww W e e e e w we

continned from 1

<41 percent plan to hire new in-house lawyers
in the next 12 months and 32 percent will
increase the number of paralegals on staff.
That doesn’t equate to good news for.out-
side counsel. Altman Weil’s survey showed
29 percent of respondents plan to decrease
their use of outside counsel.
" “These results highlight a shift of perspec-
tive among CLOs,” Altman Weil principal
Daniel J. DiLucchio Jr. said in a statement.
“Law departments are still going to rely on
outside counsel for many things,. but they
are increasingly serious about finding more
cost-effective ways to serve their clients
— and that includes adding more internal

: ,srde legal spendmg, Hlldebrandt sald Total
legal spending_dropped 1 percent in the =
~United States between 2008 and 2009 and 2
"percent worldwrde durmg that tune period.

For the first time in 10 years, law depart-

_ ments reduced their total legal ‘spending,
. cent of total legal spendrng,” Hildebrandt’s
' Lauren Chung said in a statement. “The

with- much of that focused on cuttmg out-

Spending - on- outsrde counsel dropped 5

the survey showed;, wﬁh more than 60 per-

spendmg rose- by 1 percent in the' United

“We expect that efforts to reduce spendmg

resources.”

Berwyn, Pa.-based Dollar Financial Corp.
has been in an acquisition mode over the
last year or so, and General Counsel Roy
W. Hibberd said the legal department has
relied more on outside counsel in certain
specialty areas to help with those deals and
financings.

“So we're still employing outside eounsel

in those specialty areas where we feel it im-

portant,” Hibberd said, adding later, however,
that “a lot more of the bread and butter work,
we are doing more in-house.”

Since he became general counsel in 2005,

Hibberd has moved the legal department
from one with attorneys spread across several
countries focusing on that country’s laws to

one that has attorneys specialized in certain .-

practice areas like labor and employment or
the Foreign Corrupt Practices Act.

~ will continue, particularly with outside coun-

sel spendmg, which makes up nearly 60 per-

challenge for law departments will be to

.. MOve: beyond the low-hangrng fruit and de-
- velop, more comprehenswe ‘and mnovanve
'strategws for -managing not Just legal cosls :
‘but also legal risks and services.”

Slrmlarly, Altman Well’s survey. showed

“that 63 percent. of chief legal officers sur-
“Veyed this. past- September and October said:
' they had 1ncreased their internal budgets be-

tween' 2009 ‘and 2010 Of the respondents,
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“We end up with some better policies be-
cause we end up unifying policies that were
geo graphic driven so we end up using outside
counsel less,” he said.

Hibberd is also a member of the board of

-DELVACCA, the Delaware Valley’s local
chapter of the Association of Corporate
Counsel. He said his fellow members univer-

- sally have said they are bringing more work
 in-house. At the same time, however, the law
firms Hibberd talks to have told him they are
busier in 2010 than they were the previous
two years. But the work they are doing is
more specialized, he said.

“It’s all part of the trend in changing the
nature of the relationship in how we use out-
side counsel,” Hibberd said.
= Melissa MacLeod, general counsel for
~ Starr Restaurants, is a legal department of
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one and isn’t in the position to add many
more resources. She has hired an associate
general counsel to fill in for her when she
goés out.on maternity leave soon, And while
she hopes that could turn into a permanent
position upon her return, that ist’t clear at
the moment, MacLeod said. .

What is clear is that the compauy has
made a concerted effort to reduce its outside
legal spend. MacLeod. has been on-board
for.three’ years and was Starr’s first general
counsel In the first two years outside spend-
mg was cut by ‘more than 50 percent. Not
only Has she tried to do more in-house, but
she has looked to streamline the work with
outside counsel fo just one person to'reduce

costs. .

“We do have one or two ... alternative fee
drrangements, and I know that was the trend
in the past few years, however we found it
more useful and more beneficial to limit
interaction with outside counsel and stream-
line requests,” MacLeod said.

So now she will draft something in- house
and have an outside attorney review it rathér

than have the outside lawyer relpvent the.

wheel she said.

WHERE THE WORK MIGHT BE

In looking at the reduction on outside

legal spend, Hildebrandt said its survey

showed ‘global ‘non-litigation spending,

‘excluding intellectual property costs, de-

creased the most at 14 percent. It also asked
the respondents to predict their demand for

"legal services across 28 disciplines moving

forward.

Among those, regulatory was the highest,
with 44 percent of participants expecting an
increase in demand in this area. Other areas
with significant forecasted i increases in de-
mand included employment and labor at 39
percent, government relations at 35 percent
and international work, also at 35 percent.

. Altman Weil’s survey examined some
other trends affecting law departments, find-
ing 61 percent of law departments have
preferred provider lists, 32 percent plan to
decrease the number of law firms they use
in the next 12" months and 23 percent of
deparfments are prov1dmg project manage-

ment training to lawyers or plan to do so m .

the next year. .

" Fifteen percent of departments are off-
shoring legal -work and 12 percent are
offshoring nonlawyer functions. Only 5 per-
cent of chief legal officers reported they do

not allow ‘first- and second~year associates

to work on their matters. oo

Altman Weil’s survey also inquifediabout
«alternative fee arrangements. The results
showed 81 percent of legal departments es-
timate they will use some form of AFAs in
2010, which is up from 77 percent -who did
use them last year. On average, 11.9 percent
of outside counsel fees were based on non-
hourly pricing in 2009 and 14.5 percent of*
fees are expected to be structured oni anon-
hourly rate in 2010 the survey showed

Hildebrandt received 252 responses to 1ts
survey from CLOs at companles across 22,‘
different mdustnes-AImost 30 percent of the
pa.rtlmpants were at compames Wlth more
than $20 bilfion i in. revenue, The surVey re:
ports data for 2008 and 2009; Altm in Well 's
survey réCelved 174 responses, W1th 28 1 per-
cent haxhng from coriipanies with more than
$10 billion in revenue; The survey ‘was con-
ducted over the last two months .




