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Law Firm Strategies for Human Capital:  
Past, Present, Future 

William D. Henderson 
Indiana University Maurer School of Law 

Over the last several decades, virtually all large U.S. law firms 
have adopted a human capital strategy that emphasizes academic 
performance and the prestige of the law school attended.  Although 
this focus is rooted more in tradition than hard empirical evidence 
that it produces a competitive advantage, the question is has long 
been irrelevant for most law firms because of the perennial rise in 
profits.  If the model is not broken, the adage runs, why fix it?   

Drawing upon extensive historical and contemporaneous 
evidence, this essay argues that the limitations of the traditional 
credentials-based model have been masked by a steady multi-decade 
surge in the demand for corporate legal services.  In addition, various 
data and trendlines suggest that the growth in demand for corporate 
legal services is beginning to flatten out.  In the coming years, many 
large corporate law firms will be in the unfamiliar position of 
competing over market share.  Unlike the relative calm and prosperity 
of the prior era, their survival will likely depend upon a human capital 
strategy that asks and answers several basic empirical questions 
regarding the selection and development of lawyers.  This process has 
the potential to dramatically reshape established hierarchies among 
both law firms and law schools. 
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INTRODUCTION 

Large corporate law firms are in the business of selling legal expertise 
to clients, usually by the hour and preferably at a premium price.  Without 
high quality lawyers, these organizations have nothing to sell.  Therefore, it 
stands to reason that law firms operating in a highly competitive market 
would seek to answer the most fundamental questions at the heart of 
their business: Who succeeds at our firm? Why do they succeed?  What 
traits do they share in common?  Can we recruit and develop more of 
these individuals?  What are the characteristics of lawyers who prioritize 
building the organization rather than maximizing their personal income?  
Unless a firm has a realistic grasp of these human capital issues—which go 
to the very heart its business--it cannot make intelligent trade-offs.  Such a 
firm thus becomes susceptible to paying too much for the wrong input, or 
ignoring the right input available at a bargain price. 

In my study of this market over the last several years, I have 
observed a remarkable indifference to these questions.  Indeed, the vast 
majority of large firms appear to follow a near identical model based upon 
the same narrow tranche of information:  limit the hiring pool to the most 
academically qualified graduates from the most prestigious law schools 
and offer jobs to those who can make contact with the softball questions 
tossed during the interview process.1  In more recent years, the search for 
legal talent has been extended to lateral partners who have substantial, 
portable books of business (Henderson & Bierman 2009).  But whether the 
focus is on partners, associates, or something in between, the entire 
human capital model boils down to a crude system of selection. 

What accounts for the reluctance of so many law firms to experiment 
and innovate when it comes to the most important element of their 
business model?  One explanation is that, until now, virtually all firms were 
making a lot of money using a tried-and-true system.  Thus, there was a 

                                                           
1 For example, a recent article in The American Lawyer observes, “Ask law firm 

recruits – particularly those from elite schools – about the recruiting experience, and the 
stories are fairly similar: Short interviews, shallow questions and a sheaf of boilerplate 
marketing materials” (Goldberg 2007). 
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reasonable suspicion that any so-called “innovations” might backfire with 
junior lawyers or clients.  Some industry insiders believe that the deep 
recession of 2008 and 2009 has provided a catalyst for ending the 
uniformity in business strategies (e.g., Hildebrandt 2010), and there is 
evidence to support this position.  Numerous brand name firms have 
recently retreated from the $160,000 starting pay scale, abandoned 
associate lockstep, implemented early career apprenticeship models, 
and/or shifted a greater proportion of work to lower paid, non-
partnership-track staff attorneys.   

Yet, as noted by some commentators (e.g., Press 2009), because 
supply and demand now favors employers, the current economic cycle also 
provides a strong temptation to double down on the traditional hiring 
criteria.  Firms can now limit their recruitment to law review editors and 
judicial clerks from the nation’s most elite law schools, which bolsters 
firms’ own image of eliteness and quality.  This type of response leaves 
intact the core features of the traditional corporate law firm recruitment 
process. 

Despite this doubling down, there is substantial evidence that a 
human capital strategy based upon elite credentials can no longer be 
counted upon to deliver a competitive advantage.  It is not that elite law 
school graduates lack the requisite talent to become exceptional lawyers.  
Rather, the convergence of so many firms on an elite credentials strategy 
ensures that the price of that talent will be excessive relative to its value to 
corporate clients (Henderson 2009).  In short, the spread between 
wholesale and retail price for junior lawyers—long the cornerstone of law 
firm profitability (Nelson 75-76, 1988)—is steadily evaporating.   

These changes are driven by clients who have become skeptical of 
the value provided by the high-leverage partner-associate model.  
Sophisticated clients remain willing to pay a substantial price premium for 
the time of expert, service-oriented partners.  But they are increasingly 
reluctant to pay for the time--and, by extension, the education and 
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training--of non-expert junior lawyers.2  This unbundling of services 
disrupts both the firms’ reliance on leverage as a means of boosting profits 
and—more troubling for long-term profits—the production of the next 
generation of expert lawyers with strong client-relationship skills.  These 
dynamics are placing pressure on the current large law firm sector, 
especially those firms with expensive multi-office overhead (see, e.g., 
Marek 2009).  During the short to medium term, some firms may fare well 
by recruiting lateral partners with large books of business. But from an 
industry perspective, the convergence on a lateral strategy does nothing to 
solve the longer term problem of developing a cost-effective human 
capital strategy for training the next generation of senior-level lawyers. 

These structural changes represent significant challenges for existing 
firms.  They also represent opportunities for legal service organizations not 
wedded to the status quo.  In this essay, I argue that the U.S. corporate law 
sector is poised to undergo a major paradigm shift that will tear down 
existing hierarchies and create new ones, both among law firms and within 
legal education.3  This core transformation will rationalize the “input” side 
of the professional legal services model by (a) developing a more data-
driven understanding of how lawyers and law firms add value to business 
clientele—i.e., answering, in a serious way, the very questions I posed in 
the first paragraph of this essay; and (b) capitalizing on these findings 
through human capital strategies that more effectively select, develop, and 
retain the talent needed to thrive in the emerging marketplace.  

                                                           
2 For example, the general counsel of United Technologies (#37 on the 2010 

Fortune 500) recently commented at a legal education conference that his company no 
longer permits payment for first or second year associates because “they’re worthless” 
and businesses like his “are not going to pay for people who can’t add value” (Plagianos 
2010).  Accounts in the legal press suggest that the client revolt against overpriced entry 
level talent is both widespread and growing (e.g., Sloan 2010; Hobbs 2009; Elinson 2007).   

3 Over the last several decades, the recruiting policies of elite corporate law firms 
fundamentally shaped the hierarchy and economics of legal education.  Although seldom 
acknowledged, this interconnection influences the behavior and aspirations of law faculty 
who are far removed, both practically and philosophically, from the business law 
curriculum.  Do national law schools owe their standing to curriculum and scholarship 
produced by their faculty, or instead the steady patronage of corporate law firms over a 
period of decades? This question is fundamental to understanding the structure and 
changes affecting legal education industry (see, e.g., Morriss & Henderson 2009). 
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Although my claim of impending transformation may seem 
extravagant, it flows from a careful analysis of the historical and economic 
factors that created the current market for corporate legal services.  As the 
reader will see, the optimization process for selecting and developing 
lawyers is now largely repeating itself, albeit this time with more 
sophisticated tools.  

I. THE PAST 

During the course of the twentieth century, the large corporate law 
firm has become the most conspicuous feature of the American legal 
landscape (Abel 182, 1989).  Yet, at the beginning of this period, law 
partnerships of three or more attorneys were relatively rare, and very few 
lawyers had the requisite skills to handle specialized business matters such 
as corporate finance or antitrust law.  The paucity of both size and 
expertise began to change with the advent of a new type of law firm 
organization, commonly referred to as the “Cravath system”, which 
enabled lawyers with no kinship ties with one another to work together 
cooperatively, share risk, and scale operations to address the legal needs 
of complex business enterprises.  Law firms that effectively adopted this 
system during the first half of the twentieth century were ideally 
positioned to profit from the huge volume of legal work associated with 
the post-World War II boom and the rise of the regulatory state.   

Three or four generations of uninterrupted success can have a 
substantial effect on the self-perceptions and behavior of any institution.  
This historical section suggests that the engrained conservatism of today’s 
large law firms, including longstanding hiring practices that favored 
national law schools and academic credentials, is likely rooted, at least in 
part,4 in multiple decades of growth and prosperity. 

                                                           
4 Another partial explanation for the conservative nature of law firms is the nature 

of legal training and the types of personalities attracted to a career in law.  According to 
one study, which compared lawyers to the general public using a common personality test 
(Richards 2002), law firm partners tended to score high on skepticism and need for 
autonomy.  Other personality traits discussed in the study, along with the burgeoning size 
of the modern law firm, suggest that consensus and change is likely to be very difficult in 
law firms.  To the extent the “lawyers are different” thesis is true (see, e.g., Maister 2009), 
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A. Lots of Solo Practitioners and Very Few Firms 

Commentators have argued that professionalism requires some 
measure of market power (e.g., Gilson 1990; Regan 1999).  In the early 
twentieth century, precious few lawyers had any.  In a 1938 survey of 
Connecticut lawyers, Yale Law School Dean Charles Clark observed that 
“lawyers’ earnings are low”—a difficult admission when a large portion of 
the sample was comprised of recent Yale Law graduates (Clark & Corstvet 
1287 n.17 & 1293, 1938).  Similar to other jurisdictions, most lawyers were 
solo practitioners who were engaged in a general practice serving both 
small businesses and individuals.  The study observed “[n]o significant 
relationship between income and education,” albeit the younger lawyers 
were more likely to have attended college (Id. at 1288). 

A few years earlier, a comparable survey of lawyers in New York 
County (i.e., Manhattan) documented the large increase in the number of 
lawyers with correspondingly low incomes of $2,000 to $3000 per year 
(New York County Lawyers Association 1936).  Yet, some New York City 
lawyers were making a comfortable living.  According to the survey, the 
wealthiest New York City lawyers worked in law firms and tended to have 
clients in manufacturing, heavy industry, banking and investment finance 
(Lazarus 1937).  Approximately eight percent made more than $15,000 per 
year, which was over five times the median New York City lawyer income.  
New York City, however, was far from representative of lawyers as a 
whole.  Dean Clark and his co-author referenced the New York survey but 
noted that no one in the Connecticut sample enjoyed such “enormous” 
incomes (Clark & Corstvet 1287, 1938).   

                                                                                                                                                   
the problem is compounded by the enormous financial success enjoyed by most lawyers 
over the last several decades.  



6 
 

Figure 1.  Breakdown of Lawyers by Practice Setting, 1930 to 1979 

 

As shown in Figure 1, during the first half of the twentieth century 
the overwhelming majority of law school graduates worked in private 
practice.  This pattern gradually began to change with the advent of the 
administrative state during the New Deal era and the rapid 
industrialization of the U.S. economy during the post-war era.  Despite the 
relatively small number of “salaried” law positions in government and 
business, those who obtained them generally had higher incomes than 
their private practice counterparts.  According to a 1949 report published 
by the U.S. Department of Commerce, salaried lawyers working in a non-
legal industry earned a median income of $6,391 versus $5,199 for non-
salaried lawyers in private practice (Weinfield 3-4, tbls 5-6, 1949).5  Indeed, 
even salaried lawyers employed by the government tended to enjoy higher 
earnings (median of $5,518) than those working in private practice (Id. at 
4, tbl. 6, n.1). 

  

                                                           
5 Non-salaried lawyers encompassed both solo practitioners and law firm partners, 

but excluded law firm associates, who, at the time, comprised a very small proportion of 
lawyers. 
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Table 1.  Distribution of Non-Salaried Lawyers and Law Firms by 1947 Net Income 

Size of firm 
(members) 

% of lawyers 
in firm of 

specified size 
% of law firms 

of specified size 

Nonsalaried lawyers in firms of 
specified size 

Mean net 
income 

Mediannet 
income 

1 73.8 87.8 $5,759 $4,275 
2 14.8 8.8 $8,030 $6,500 
3 4.9 1.9 $12,821 $9,477 
4 2.1 .6 $16,614 $12,500 

5-8 3.4 .7 $20,467 $16,833 
9 or more 1.3 .1 $27,246 $21,000 

Total 100.0 100.0 $7,437 $5,199 
Source:  U.S. Department of Commerce, Income of Lawyers, 1929-48,  

Survey of Current Business 4 tbl. 7 (Aug. 1949) 

For the first several decades of the twentieth century, a common 
thread tied together the economic problems of private practice lawyers: 
the vast majority worked as solo practitioners or as individual lawyers in an 
office-sharing arrangement.  According to a national census of lawyers 
drawn from the Martindale-Hubbell directory (estimated to be 90 percent 
complete), there were 171,110 lawyers working in the United States 
(Blaustein 1950).  Among the roughly 152,600 working in private practice, 
68.6% were identified as solo practitioners.  Among the 48,000 
practitioners working in law firms, approximately 40,500 were classified as 
partners.  The remaining 7,500 lawyers were classified as associates and 
accounted for a mere 4.9% of lawyers in private practice and 3.7% of all 
practicing lawyers.  

Despite extensive editorializing by legal commentators and the 
popular press on the rise of so-called “law factories” that hired Ivy League 
graduates and served powerful corporate clients (e.g., Llewellyn 1931; 
Mackaye 1932; Lundberg 1939), these organizations employed only a small 
proportion of all lawyers.  According to statistics compiled by the U.S. 
Commerce Department, summarized in Table 1, the average law firm in 
1947 had a total of 1.64 members (Weinfeld 4, 1949).  88% of these firms 
had one member, and 9% had two.  Only 3.3% had three or more 
members.  Yet, the relationship between firm size and income was both 
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substantial and striking.  Although only 1.3% of all lawyers worked in a law 
firm with nine or more members, the $21,500 net income of the median 
non-salaried attorney—i.e., a partner—was over five times the amount 
earned by his counterpart in a single-member firm ($4,275).   

In an environment in which most lawyers were forced to make a 
living as self-employed businessmen, educational credentialing had limited 
value.  As of 1948, only 45.0% of all lawyers listed in the Martindale-
Hubbell directory had a college degree (American Bar Foundation 8 tbl. 4, 
1972).  Although 92.6% of lawyers reported attending law school, only 
74.5% had received an actual law degree.  Among lawyers in cities with 
populations in excess of 500,000, the proportion of law graduates climbed 
to 82.3% (Id.).  As the number of law school graduates began to swell to 
accommodate the large number of men returning from military service, 
law schools began to focus on the issue of graduate placement.  According 
to a 1950 survey that inquired how lawyers in private practice found 
employment or obtained assistance in starting a solo practice, nearly 80% 
reported personal contacts followed by 47% for personal efforts (Toepfer 
1951).  Only 10% of lawyers reported law school placement offices as an 
important source of opportunities, albeit only 12 of 102 surveyed law 
schools had established a separate office for this function (Id.)   

The most basic point to be distilled from this historical summary is 
that the rise of the law firm is a relatively recent development.  Further, 
the rise of this sector created both the opportunity and expectation that a 
law school graduate would enter the practice of law as a paid employee.  
This development gradually diminished the urgency within law schools to 
impart practical legal skills that could be better learned on the job.  

B. The Invention of the Large, Corporate Law Firm 

During the first half of the twentieth century, relatively few lawyers 
made substantial incomes.  The exception was the lawyer working in a 
“large” private law firm comprised of partners and associates.  Prior to this 
time period, law partnerships were relatively common.  What was unusual, 
however, were entry-level lawyers who were paid a full-time salary, 



9 
 

trained and supervised by senior lawyers, and who enjoyed a serious 
prospect of building their careers with the firm.  Experienced lawyers were 
reluctant to pay juniors for the privilege of learning to practice law.  And if 
they did provide a salary during the apprenticeship, they were reluctant to 
share substantial profits once the junior lawyer possessed the same skills 
as the master. 

The instability of junior-senior lawyer relationships is reflected in the 
prodigious mentorship of Walter Carter, who was a business lawyer who 
rose to prominence in Chicago and New York City during the second half of 
the ninetieth century.  Carter’s special talent was the identification and 
grooming of young, exceptional legal talent (Koegel 1954).  During the 
peak of his career in New York City, Carter’s protégés included many 
lawyers who would later go on to develop the city’s largest and most 
prominent firms, several of which survive to this day as Am Law 100 law 
firms.  Although many of Carter’s lawyers eventually became his partners 
(and their names were added to the shingle), Carter reputedly insisted on a 
very large share of the firms’ profits.  In response, a steady stream of these 
talented, well-trained lawyers left the firm and became his competitors. 

Arguably, the most significant departure was Paul D. Cravath, who 
resigned his partnership with Carter in 1891 to start the law firm of 
Cravath & Houston (Koegel 1954).  After his partner withdrew from the 
practice of law in 1899, Cravath joined the firm of Seward, Guthrie & 
Steele, which would eventually evolve into the firm of Cravath, Swaine & 
Moore (Swaine 1948).  Building upon “many of … the basic ideas derived 
from Walter S. Carter,” Cravath developed a system of recruitment, 
training and retention that created tremendous legal expertise within the 
firm (Swaine 1 n.1, 1948).  The core features of the “Cravath system” were 
the payment of a full-time salary, prohibiting non-firm legal work, and a 
multi-year apprenticeship rotation that immersed young lawyers in the 
details of every aspect of corporate law practice.  According to Cravath, the 
purpose of this lengthy, expensive, labor-intensive process was to create 
“a better lawyer faster” (Id. at 5).  
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Perhaps the most significant feature of the Cravath system, however, 
was its scalability to meet the growing legal needs of large industrial and 
financial enterprises, such as banks, railroads, and steel companies.  The 
Cravath firm enjoyed tremendous economic rewards because it created a 
technical capacity that had no other reliable market substitute.  Further, 
the system was stable because every person involved was made better off.  
Clients got unique, valuable, and high-quality legal services; partners 
enjoyed security and high profits; and associates got a credible chance at 
advancement, plus training and work experience that created numerous 
employment opportunities beyond the firm.6  Not surprisingly, this system 
of interlocking incentives was rapidly emulated by virtually all other 
corporate law firms in New York and other major cities (Regan 2006; 
Galanter & Palay 1991). 

One of the hallmarks of the Cravath system was (and is) the 
recruitment of graduates from elite law schools.  According to the firm’s 
history, as of 1948, Cravath, Swaine & Moore and its predecessor firm had 
employed a total of 454 law school graduates as associates (Swaine 1948).  
Of this total, 67.7% attended Harvard (128), Columbia (124), or Yale (54), 
though recruitment was gradually extended to “other law schools of high 
repute, such as Pennsylvania, Cornell, Virginia, Michigan, and Chicago” 
(Swaine 2 n.2, 1948).   

From our present day perspective, it is difficult to disentangle the 
benefits of an elite law school education circa 1930 from the filtering of a 

                                                           
6 During the early 1980s, journalist Paul Hoffman noted that “resale” value of large 

law firm training began to decline because the up-or-out system was producing a surplus 
of trained corporate lawyers.  Firms could no longer guarantee a desirable job with a 
client or a partnership with a second-tier firm (Hoffman 1982). In the present era, the 
inability of major firms to guarantee excellent outplacement options for associates who 
fall short of partnership probably reduces the willingness of associates to exert maximum 
effort over a multi-year period.  Firms attempt to address this problem through incentive 
structures in which bonuses are tied to hours, though mere dollars are unlikely to produce 
enthusiasm or engagement.  One prominent corporate law firm in India, Nishith Desai 
Associates, attempts to address this shortcoming through a business model that 
encourages autonomy, creativity, continual learning, and building a profile as a thought 
leader.  This approach is designed to produce significant positive returns to the firm, 
enhance the lawyers’ human capital, and reduce reliance on compensation as the primary 
value proposition of the firm (Desai 2009). 
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socially connected workforce that was likely to be readily accepted by the 
firm’s white, Protestant clientele (Smigel 37, 1969).  The educational 
benefits, however, appeared to be substantial.  In addition to being hired 
as full-time teachers, faculty from elite schools were influential in the 
creation of the American Law Institute, which produced the prodigious 
Restatements of state common law, and the movement to unify state law 
through the drafting of model state legislation (Stevens 131-44, 1983).  
Beyond the benefits of instruction from the nation’s most learned lawyers, 
elite law schools were building upon a stronger foundation as they were 
the first to require substantial undergraduate education as condition of 
admission. And in Cravath’s experience, “disciplined minds are more likely 
to be found among college graduates than among men lacking in formal 
education” (Swaine 2, 1948). 

Likewise, there was a similar business purpose to Cravath’s emphasis 
on law school grades.  During the time when he was developing his system, 
the primary admission barrier to an lvy League school (besides race, 
religion, or gender) was the ability to stay out of the workforce for three 
years and pay the relatively high tuition.  The Ivy League has always been 
exclusive, but the basis for the exclusivity has gradually shifted.  In 1948, 
when the LSAT was administrated nationwide for the first time (to 25,000 
law school applicants), between 20% and 50% of first year classes at “elite” 
institutions, such as Harvard, Berkeley, University of Michigan, and 
University of Pennsylvania, scored at or below the 50th percentile 
(Educational Testing Service 1955).  Under the admission standards of 
today, a huge portion of these students would not be admitted to any 
ABA-accredited law school, let alone an elite national law school.  
Cravath’s emphasis on grades, therefore, served as a useful screening tool 
for legal aptitude.   

During a talk at Harvard Law School in 1920, Cravath readily 
conceded the existence of additional attributes, beyond academic ability, 
necessary for success as a corporate lawyer. “[A]ssuming the fundamental 
qualities of good health, ordinary honesty, a sound education, and normal 
intelligence,” the capable business lawyer must possess “character, 
industry and intellectual thoroughness … . Brilliant intellectual powers are 
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not essential.  Too much imagination, too much wit, too much cleverness, 
too facile fluency, if not leavened by a sound sense of proportion are quite 
likely to impede success as to promote it”  (Swaine 266, 1948).  According 
to Cravath, “The best clients are apt to be afraid of those qualities” (Id.) 

Viewed from perspective of a Cravath, who was trying to assemble a 
workforce that could serve the growing needs of his business clientele, 
there was a strong business case for focusing on law school pedigree and 
law school performance.  And as noted in the previous section, even at 
national law schools, there were very few well-paying entry-level law firm 
jobs relative to the number of law school graduates.  Law firms therefore 
had the market power to use interviews to select among top academic 
candidates who evinced a sincere interest in corporate law (Smigel 37, 
1969). 

From our current perspective, which is shaped by the recent 
associate salary wars, it is hard to appreciate the rigidity of the academic 
filter used during this earlier era.  For example, while attending Harvard 
Law School, Marvin Bower, the driving force behind McKinsey Consulting, 
set his sights on the Cleveland law firm of Jones Day.  Yet, he was skeptical 
of his ability to land a job with this prestigious firm because he had failed 
to make the Harvard Law Review.  He thus returned to school to obtain an 
M.B.A. and obtain a spot on the editorial board of the Harvard Business 
Review.  Noted Bower, “[I]t seemed to me that gaining a place on that 
board would give me the academic credentials I needed” (Scheler 2000). 
With this impressive educational background, the Jones Day firm relented 
and agreed to hire Bower.  Similarly, during the late 1950s, the sociologist 
Jack Ladinsky surveyed lawyers in the metropolitan area of Detroit and 
learned that 73% of all lawyers working in a law firm—i.e., a partnership of 
two or more lawyers—attended one of five law schools:  Harvard, Yale, 
Columbia, Michigan and Chicago (Ladinsky 1963). This highly selective 
recruitment was made possible by the limited number of jobs in law firms 
serving significant business clients. 

During this same period, however, legal education was undergoing a 
dramatic transformation: college degrees were required for admissions; 
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students were screened by LSAT scores; and high-quality, full-time legal 
education was put within reach of an ever larger pool of applicants 
through the rise of the great public law schools (Jones 1952; Kelso 1971). 
Although these changes undercut the original business purpose of 
Cravath’s selective hiring model, the supply of lawyers who fit the criteria 
was still relatively plentiful and any associated costs could be readily 
passed along to the client (Hoffman 1973; Galanter & Palay 1991).  
Through simple adherence to the traditional model of hiring, partners at 
law firms in all the major markets were virtually guaranteed comfortable 
profit margins and social prestige. 

C. Surge in Demand for Corporate Legal Services 

For the last four decades, the nation’s largest law firms have grown 
approximately five- to eight-fold and now employ a dramatically larger 
proportion of lawyers working in private practice (calculated from Galanter 
& Palay 1991; Baker & Parkin 2006).  From the class of 2008, 25% of all law 
school graduates went to work for law firms of 100 or more lawyers (NALP 
2009).  A generation earlier, such jobs were available to only a small 
proportion of elite law school graduates (Smigel 36-69, 1969). 

Data from the Chicago Lawyers I and II studies, which examined a 
large random sample of Chicago area lawyers in 1975 and 1995, suggests 
that the growth of the large law firm sector is due to a steady surge in the 
demand for corporate legal services (Heinz et al. 2006).  Although the 
number of personal service lawyers continued to grow, there relative 
numbers grew only in rough proportion to the population of the Chicago 
metropolitan area (Id.).  Not surprisingly, the findings from Chicago 
Lawyers II study revealed that virtually all the gains in real income accrued 
to large firm lawyers or those working in-house in corporate legal 
departments.  At the same time that large firm lawyers were taking a 
larger share of real income gains, legal expenditures accounted for a 
significantly larger proportion of total U.S. gross domestic product (GDP). 
During the 1978 to 2003 time period, legal expenditures as a percentage of 
GDP increased nearly five-fold from 0.4% to 1.8% (Galanter 2008).   
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The tremendous surge in demand for corporate legal services is 
fortuitous for corporate law firms because it has masked a significant 
structural limitation in the traditional law firm model.  Specifically, 
preservation and growth of law firm profits depends upon a reliable 
pipeline of capable junior lawyers who work long hours on behalf of the 
firm’s clients.  To recruit high-quality lawyers and ensure high levels of 
motivation and effort over a period of years, the firm must regularly 
promote its best associates to partner.  Further, to maintain a relatively 
constant level of associates to partners (i.e., leverage), each promotion to 
partner requires the hiring of additional new associates.  As a result of 
these requirements, the “tournament” model effectively commits the firm 
to regular and relentless growth (Galanter & Palay 1991; Galanter & 
Henderson 2008).  These dynamics have gradually shifted popular 
perception of what qualifies as a large law firm.   For example, during the 
1960s, a large law firm consisted of 10 or more lawyers (Kelso 1972).  More 
recently, mid-sized law firms have been characterized as “180 to 500 
attorneys firm-wide” (Marek 2007).  

The surge in demand for corporate legal services also coincided with 
the rise of the legal press in the late 1970s, which reported on high profile 
legal cases and transactions, created a limelight for star lawyers, and 
facilitated comparisons of law firm size and economic fortunes.  By the 
early ‘80s, the advent of the National Law Journal 250 and the Am Law 50 
(later expanded to 75, 100, and 200) created the perception, if not the 
reality, of a national market for legal services.  Inclusion on these lists no 
doubt reinforced the firms’ own perceptions of eliteness and further engrained 
the importance of the firm’s traditional hiring practices. The strong academic 
credentials of the firm’s lawyers became intertwined with the strength of 
the firm’s brand, at least in the minds of law firm partners.  Yet, as early as 
the mid-1960s, increases in the demand for entry level lawyers were 
beginning to alter the usual firm recruitment standards.  For example, 
Smigel quotes one law firm partner, “We still go to Harvard, Yale, and 
Columbia but we are going lower down in the class.  Personality and charm 
are not as important if he has top grades.  We are now less finicky.  We 
need people who can do the work” (Smigel 369, 1969). 
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D. Shortage of Elite Law School Graduates 

In recent years, large law firm profitability has reached staggering 
levels.  Among the 200 largest U.S.-based law firms based on annual gross 
revenues (Am Law 100), the average equity partner made $1.07 million per 
year in 2007, up from $623,000 in 2000 (Henderson & Bierman 2009).  In 
many cases, these high profits are a result of higher amounts of leverage.  
Since 1993, the ratio of total attorneys to equity partners has increased 
30%, growing from 2.70 to 3.51.  (Id.).  During this same time period, the 
size of the average NLJ 250 law firm has nearly doubled, moving from 275 
to 520 (Galanter & Henderson 1884 fig. 5, 2009).  Billing rates have also 
outpaced inflation, growing an average of 6% to 8% during a typical year 
(Sloan 2009), suggesting that corporate clients were relatively insensitive 
to price throughout this period.  

With so much forward momentum in terms of both lawyer 
headcount and partner profits, law firms have been reluctant to examine, 
much less change, the core process of how they recruit, develop, and 
retain talent. Yet, by the mid-2000s, the longstanding industry adherence 
to the traditional law firm model was beginning to face serious structural 
limitations.  After several decades of corporate law firm growth, the 
demand for elite law school graduates was outstripping the supply 
(Henderson 2009).  
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Figure 2.  Distribution of Starting Salaries, Class of 1991 

 
Figure 3.  Distribution of Starting Salaries, Class of 2007 

 

This tension between supply and demand can be seen graphically in 
Figures 2 and 3, which summarize the distribution of starting salaries for 
lawyers who graduated from law school in 1991 and 2007 respectively.  
The graph for 1991 (Figure 2) approximates a normal distribution but is 
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skewed to the right by the 10% to 12% of graduates with salaries in the 
$70,000 to $85,000 range.  In 1991, the median starting salary for a large 
law firm was $70,000 (NALP 2008).  In 2000, when the salary wars inspired 
by the Internet economy took the starting salary to $125,000, the entry-
level salary distribution began to take on a “bi-modal” distribution, with a 
clustering of 48% of new hires in the $30,000 to $50,000 range (the first 
mode) and a sharp spike at $125,000 containing 14% of entry-level lawyers 
(the second mode).  According to the NALP, “never before had a single 
salary so dominated the landscape” (Id.).  

Yet, as noted earlier, over the next several years, the large law firm 
sector continued to grow, thus making the second salary mode larger and 
more pronounced.  Figure 3 shows the distribution for the class of 2007, 
which reflects an obvious and dramatic stratification of the market for new 
lawyers.  The first mode (between $40,000 and $60,000) contains 44% of 
lawyers, but the second mode (between $145,000 and $160,000) 
encompasses 23% of the new lawyer population.7  The emergence of the 
bi-modal distribution over the last decade suggests that the large law 
firms, emboldened by strong client demand, continued to bid up the price 
of entry level lawyers who fit their traditional hiring criteria. 

The unflagging importance of pedigree in large firm recruiting is 
corroborated by data from the most recent hiring boom.  In 2005, the 
nation’s 250 largest firms (NLJ 250) hired 5,376 first-year associates.  In 
2007, the total number increased 33% to 7,131.8  Of the 1,755 additional 
entry level jobs, 936 (53.3%) went to students from the top 20 feeder 
schools in 2005, which suggests that most firms dug deeper into the class 
at elite schools in order to meet their hiring needs.  Yet, as salaries 
escalated, corporate clients became increasingly unwilling to absorb the 

                                                           
7 The NALP distributions are based on students who report salary information.  

Because the response rates for salary information tend to be much higher for higher 
paying jobs, it is likely that Figures 2 and 3 overstate high salaries and understate lower 
salaries.  Nonetheless, because over 62% of graduates report salary information, the 
Figures 2 and 3 are likely reasonable representations of the distribution of salaries for the 
full population. 

8 Author’s calculations from data provided by the Law Firms Working Group. 
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higher cost of untrained entry level lawyers in highly profitable, highly 
leveraged law firms (Henderson 2008).  As the economy sank into 
recession in late 2008, clients’ recalcitrance grew.   

II. THE PRESENT 

Based on the information presented in Part I, the question of the 
moment is whether the traditional law firm model will be revived as the 
economy moves into recovery, or whether it will be gradually supplanted 
by new models that better advance the interests of clients and junior and 
senior lawyers.  Several decades of prosperity have made law firm partners 
ill-equipped to address this question.  Until recently, most of the nation’s 
largest and most prestigious firms have operated on autopilot, at least in 
terms of lawyer recruitment and development.  These organizations have 
no experience or template for large-scale structural change.   

The prospect of significant systemic change is further complicated by 
the differing agendas and time horizons of law firm partners.  To be blunt, 
a large proportion of lawyers have neither the time nor incentive to 
cooperate.  Partners near the end of their careers will be resistant to 
change, especially if the transition to a new model requires financial 
investment and a speculative payoff several years in the future.  Similarly, 
rather than investing the time and energy to develop an untested strategy 
for a sprawling, multi-office partnership, younger partners with portable 
business may prefer to vote with their feet by laterally moving to a 
stronger firm.  Finally, associates and partners without portable business 
have very little power to effect change within the firm. 

Nonetheless, several countervailing trend lines and associated data 
suggest that new human capital strategies are inevitable.  As discussed in 
Part II below, client demand is unlikely to support the cost and growth 
requirements of the traditional promotion-to-partnership tournament 
model.  Moreover, it is likely that new data-driven models, which answer 
the fundamental questions posed at the beginning of this essay, would 
produce stronger and more profitable legal service organizations.  
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A. Sophisticated, Price-Shopping Clients 

Although both younger and older law firm partners may have a 
strong incentive to steer a more conservative course, albeit for different 
reasons, there are two interrelated obstacles to the status quo.  First, the 
enormous growth of transnational corporations has given rise to highly 
bureaucratized in-house legal departments in which the general counsel 
are not only responsible for appropriate corporate compliance and 
obtaining desirable legal results but also, like any other corporate 
department, controlling company expenses.  Increasingly, legal services are 
viewed as one more variable cost that can be controlled or stretched with 
modern management techniques (e.g., Chandler 2007).  Toward this goal, 
the traditional bundle of services offered by corporate law firms is being 
“disaggregated” with the less risky or complex components allocated to 
lower priced service providers, including regional law firms, contract 
lawyer agencies, and outsourcing facilities in various foreign countries 
(Regan & Heenan, forthcoming 2010).   

In an environment in which clients are increasingly scrutinizing the 
relationship between cost and value, a “brand” law firm will not 
necessarily be able to command premium fees just by virtue of its size and 
reputation.  A brand firm provides general counsel with cover in the event 
of an adverse outcome (see, e.g., Slavin 2003, noting that one of the best 
ways to protect your job as an in-house counsel is to “cover your asses 
with the best outside counsel your budget can buy”).  Yet, in-house 
lawyers’ job security is also threatened by legal expenditures that grow at 
a faster rate than total corporate revenues.  The decision to hire a “brand” 
outside counsel is therefore increasingly subject to a marginal cost/benefit 
analysis.  For example, in purely regional matters that don’t involve large 
stakes or complex, multi-jurisdiction issues, corporate counsel will be less 
likely to utilize the services of a large, multi-office firm because the firm’s 
higher overhead provides no additional marginal value to the client. 

The sophisticated, price-sensitive client produces the second obstacle 
to the status quo, which is the flattening of demand for corporate legal 
services (Ribstein 2009).  It is not the case that the transnational 
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corporations need fewer legal services.  Rather, the legal costs and inputs 
associated with their operations are so large that it is in their economic 
self-interest to rationalize and streamline their production.  This process is 
no different than the automobile industry moving from platform 
construction to the assembly line or the housing industry moving from 
plaster interior walls to sheetrock. 

The diminution in demand creates potential problems in the 
incentive structure of law firms, particularly for junior lawyers who work 
long hours in the hope of someday making partner.  Although some 
commentators assert that many young associates are not truly engaged in 
the promotion-to-partnership tournament (Wilkins & Gulati 1998), among 
mid-level associates in their third, fourth, or fifth year of practice, 
communication regarding partnership is a significant factor in a lawyer’s 
decision to remain with the firm (Henderson & Zaring 2007).  Likewise, 
mid-level associates appear more likely to remain at law firms that have a 
large non-equity partnership tier, suggesting that this interim (or 
potentially permanent) step remains an important element of a large law 
firm’s incentive structure (Id.).  During the last several decades, the 
structural requirement of promoting associates to partner (Galanter & 
Palay 1991; Galanter & Henderson 2008) has coincided with dramatic 
growth in demand for corporate legal services.  Yet, without growing 
demand, it is virtually impossible that all large law firms could continue to 
add more partners without diluting firms’ profits per partner.  And with 
lower profits, partners with portable clients are more likely to decamp, 
thus threatening the very survival of a firm. 

In summary, the decline of reputational value means that large, 
multi-office firms must generate unique value as a firm beyond what can 
be provided by a loose confederation of lawyers (Ribstein 2009).  The 
Cravath system of the early twentieth century provides a conceptual 
model:  law firms need an incentive structure for hiring, developing, and 
retaining high quality legal talent.  Moreover, similar to the original 
Cravath system, that talent needs to work together in a coordinated 
fashion so as to provide products and services that are not readily available 



21 
 

from competing firms at a similar level of quality and/or price.9  Finally, to 
effectively compete, the optimal law firm model would accurately price its 
most important asset:  human capital.  

B. The Rising Cost and Declining Value of Elite Signaling by Law 
Firms 

Over the last several decades, the large law firm sector has hired an 
ever larger proportion of law school graduates.  When evaluated as a 
supply chain, large law firm hiring has followed a predictable pattern, 
digging deeper into the class at the elite national schools and gradually 
expanding recruitment to include top academic students at regional law 
schools (Galanter & Henderson 2009).   

The implicit assumption in this model is that academic credentials are 
a cost-effective or reliable proxy for predicting performance in a large law 
firm.  Therefore, according to Ginsburg and Wolf (2007), the limited supply 
of high-credential students forces law firms to enter into a frenzied 
competition for the “best” candidates.  Ginsburg and Wolf frame this 
“decentralized matching” dynamic as a structural feature of the legal labor.  
One peculiar feature of their description, however, is that law firms are 
alleged to have too little information to make high quality hiring decisions 
because the competition for the “best” candidates precludes a sensible 
vetting process (Id. at 938, 947-48).  In other words, the utility of academic 
pedigree for predicting future performance is an empirical assumption that 
is never seriously questioned by law firms—indeed, it is this assumption 
that produces the peculiar market structure cited by Ginsburg and Wolf.  
Firms may have preferences among well-credentialed students, but they 
are reluctant to consider the possibility that valuable human capital can be 
found outside their traditional hiring pool.  Any hiring system is inevitably 
going to produce some degree of selection error.  Further, if the 
assumptions underlying the credentials-based hiring model have gone 

                                                           
9 For an example of an incentive structure that might produce the same 

interlocking virtues of the original Cravath System, albeit arising at the high end of the 
legal profession in India, see Desai (2009).  
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unexamined for decades, the size of those selection errors are likely to 
grow. 

Alternatively, the emphasis on elite credentials can also be part of 
firm’s desire to signal its eliteness to clients and competitors (Ginsburg & 
Wolf 943, 2004).  Yet, it is possible that the cost of maintaining an elite 
signaling strategy firm may not produce a corresponding economic return 
to the firm.  This is an important empirical issue that chaffs against nearly a 
century of law firm prosperity and tradition.  As noted earlier, clients are 
rebelling against the costs of high entry-level salaries, which suggest that 
the marginal cost of maintaining an elite signaling strategy may be more 
than its marginal value, at least for some portion of large corporate law 
firms.  

As a matter of prudent business, a human capital strategy should be 
part of a broader plan to enhance the lives of both workers and clients.  In 
the original Cravath system, the emphasis on academic credentials 
contained simple and elegant business logic.  Graduates of Ivy League law 
schools, such as Yale, Harvard and Columbia, were much more likely to 
have an undergraduate education, which he believed was a key ingredient 
for developing a disciplined mind (Swaine 2, 1948).  Ivy League schools also 
provided a full-time legal education on the common law, which was far 
superior to proprietary night law school taught by practitioners or an 
apprenticeship in a busy law office.  Further, the exclusivity of the Ivy 
League law schools in the early twentieth century was not based on 
aptitude tests but on limited undergraduate records and factors such as 
race, gender, religion, and the ability to exit the work force and pay tuition 
for three years of study.  The elite national law schools may have been an 
effective screen for selecting Nordic, Type I Protestants (Heinz & Laumann 
10, 1982), but Cravath’s additional emphasis on grades provided a basic 
screen for legal ability.  Moreover, in the early 1900s, the price for 
acquiring such talent was relatively low—the guarantee of a full-time 
salary.  In turn, to reap a maximum economic reward, Cravath put his 
young lawyers through an intensive training process over a period of years 
in order to create “a better lawyer faster” (Swaine 5, 1948). 
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The business justification for the current emphasis on academic 
credentials, if it exists, is far more opaque.  All ABA-accredited law schools 
require an undergraduate education.  And the universal reliance on the 
LSAT winnows the law school population to college graduates with above 
average verbal reasoning ability.   

A simpler explanation for uniformity in hiring criteria is long history of 
success with inertia.  Since the mid-1950s, the recruitment practices of law 
firm and other legal employers have reflected a rough law school hierarchy 
in which both employer and more capable students have generally favored 
law schools with greater resources as measured by library volumes and the 
size and reputation of the law faculty (Jones 1954; Kelso 1972).  With the 
advent of the U.S. News & World Report annual law school rankings, the 
stratification has become more explicit.  Schools now vie for position by 
maximizing the undergraduate GPA and LSAT scores of their 1L entering 
class, which are key inputs in the U.S. News rankings formula (Henderson 
& Morriss 2006; Morriss & Henderson 2008).  As a result, approximately 
87% of the variance in U.S. News ranking can be explained by a law 
school’s median entering LSAT score.10  In turn, a school’s U.S. News rank is 
the dominant predictor of which schools a large law firm targets for on-
campus recruiting (Henderson & Morriss 2006). 

C. Limited Value of Academic Predictors 

Beyond sheer tradition, law firms’ rigid adherence to academic 
credentials may be based upon the belief by law partners that law school 
ranking plus grades provides the greatest likelihood of hiring the most 
analytically gifted students.  Further, these partners may believe that 
analytical reasoning may be the most useful and reliable predictor of 
future performance.  The academic literature, however, provides no 
support for this view.  In general, when a workplace population is 
comprised of all high ability workers, general mental ability (or I.Q.) has 
little or no correlation with job productivity or occupational success (e.g., 
Kelley & Kaplan 1992; Jensen 1980; Hudson 1967).  As noted by Arthur 
Jensen, a leading psychologist who is sometimes characterized as an “IQ 

                                                           
10 Calculation by author based on the 2008 U.S. News & World Report rankings. 
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fundamentalist,” the substantial predictive power of IQ breaks down when 
the underlying population is limited to persons with high ability (i.e., IQ 
greater than 115).  “IQ differences in this upper part of the scale have far 
less personal implication than IQ thresholds [of 50, 75, or 105] and are 
generally of lesser importance for the success in the popular sense than 
are certain trains of personality and character” (Gladwell 79, 2008, quoting 
Jensen 1980).   

Within the legal context, a recent large-scale empirical study by 
Shultz and Zedeck (2008) demonstrated the limited value of the LSAT and 
other academic criteria in predicting success within the legal profession.  
Using the tools and methodologies of industrial and organizational 
psychology, Schultz and Zedeck delineated successful lawyering into 26 
discrete “effectiveness factors” (see Appendix 1).  After constructing this 
framework, Shultz and Zedeck used additional focus groups of lawyers to 
develop a battery of questions for rating lawyers.  Each rating scale was 
based upon very specific, concrete multiple-choice answers that reflected 
a spectrum of performance on one of the 26 effectiveness factors.  These 
rating scales were then administered to the peers and supervisors of 
approximately 1150 lawyers (law graduate of UC Berkeley and UC Hasting) 
and 200 law students (from UC Berkeley).  The lawyers and law students in 
the sample also took an extensive battery of psychometric tests covering 
personality attributes, situational judgment, bio-data, sources of 
motivation, and various other factors.  Measures of 26 different 
effectiveness factors were then correlated with LSAT scores, 
undergraduate GPA (UGPA), and law school grades (LGPA).   

The results were both important and surprising.  Depending upon the 
sample, the academic factors (LSAT, UGPA, and LGPA) were correlated at 
relatively low but statistically significant levels with between two and nine 
of the effectiveness factors.  Yet, some of these correlations were negative 
rather than positive.  For example, in the alumni sample, LSAT scores were 
positively correlated at statistically significant levels with Analysis and 
Reasoning (.116), Creativity (.092), Problem Solving (.069), Researching the 
Law (.097), Writing (.150) and Integrity (.089), but negatively correlated at 
statistically significant levels with Networking (-.122) and Community 
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Service (-.096).  The positive correlations between LGPA and effectiveness 
factors were similar to the LSAT correlations:  Analysis and Reasoning 
(.123), Creativity (.100), Problem Solving (.099), Researching the Law 
(.119), and Writing (.127). Correlations with LGPA also included Strategic 
Planning (.086) and Diligence (.067).  However, LGPA had no statistically 
significant relationship with Integrity and, like the LSAT, were negatively 
correlated with Networking (-.069) and Community Service (-.149).   

In the student sample, the academic indices had little or no 
explanatory value.  UGPA was positively correlated with no effectiveness 
factors but negatively associated with Practical Judgment (-.169), Seeing 
the World through the Eyes of Others (-.170), Developing Relationships (-
.195), Integrity (-.189) and Community Service (-.152).  Similarly, LSAT 
scores were positively correlated with Analysis and Reasoning (.254), 
Creativity (.190), Problem Solving (.243), Influence and Advocacy (.148), 
and Writing (.259), but negatively associated with Networking (-.195).11   

In contrast to the academic indices, the psychometric tools used in 
the Shultz and Zedeck study predicted a much broader range of 
effectiveness factors.  For example, in the alumni sample, scores on the 
Adjustment construct, which measures emotional stability and steadiness 
under pressure, were positively correlated at statistically significant levels 
with 22 of the 26 effectiveness factors (ranging from .072 to .220) and 
negatively correlated with none.  Similarly, the Prudence scale, which 
measures self-control and conscientiousness, was correlated with 18 
effectiveness factors (ranging from .071 to .189) and negatively correlated 
with none.  Likewise, the Ambition scale, which measures achievement and 
leadership orientation, was positively correlated with 14 effectiveness 
factors (ranging from .076 to .239) and negatively correlated with none.  
Another telling result from the study is the Altrustic construct, which 

                                                           
11 One implicit pattern in the correlations reported by Shultz and Zedeck (2008) is 

that the correlation coefficients, even when limited to those that were statistically 
significant in both samples, tended to be smaller in the alumni population compared to 
the student population (e.g., .Analysis and Reasoning, 116 versus .254; Creativity, .092 
versus .190; Problem Solving, .069 versus .243; Writing, .150 versus .259).  In other words, 
the advantage conferred by higher verbal reasoning ability, at least as measured by the 
LSAT, seemingly declines rather than compounds over time. 



26 
 

measures a propensity toward helping others, providing good customer 
service, and building a better workplace.  Scores on the Altrustic scale were 
predictive of six effectiveness factors highly valued in private practice:  
Creativity/Innovation (.164), Researching the Law (.160), Negotiation Skills 
(.220), Building Relationship with Clients (.160), Passion and Engagement 
(.203), Integrity/Honesty (.211), and Community Involvement and Service 
(.251).  Moreover, the Altrustic construct was negatively correlated with 
no effectiveness factors.  

The findngs of the Shultz and Zedeck study suggest that heavy 
reliance on academic factors is unlikely to produce a highly effective 
workforce.  Specifically, the academic predictors have no predictive power 
with key effectiveness factors such as Networking, Building Relationship, 
Speaking, Listening, Passion and Engagement, Ability to See the World to 
the Eyes of Others, Stress Management Ability, Community Involvement 
and Service, and Self-Development.  It is probably unrealistic to assume 
that a modicum of additional analytical ability can compensate for a 
lackluster performance on these competencies. 

D. Supply Chain Distortions Produced by Law School Rankings 

In his own recruiting practices, Paul Cravath was intent not to hire 
“colorless, narrow-minded bookworms” (Swaine 3, 1948).  Yet, over the 
last two decades, the competition for high U.S. News rankings has 
substantially changed law school admissions practices and virtually 
eliminated the ability of non-academic factors to trump UPGA and LSAT 
scores, which are key inputs used to determine a school’s annual ranking 
(Sauder & Espeland 73, 2009).  Figures 4 and 5 plot the median LSAT and 
UGPA of the top 50 places in the U.S. News rankings in 1993 and 2006.  
These two years were selected for comparison because 1993 represents 
the early era of rankings when law schools were less concerned with its 
importance, whereas the magazine’s rankings influence was in full swing 
by 2006.  In addition, applicant volume in these two years was virtually 
identical (89,600 for students admitted for the fall 1993 entering class 
versus 88,700 for students entering in the fall of 2006), thus producing a 
roughly equivalent number of high-credentialed students.   
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Figure 4. Median LSAT Scores by U.S. News Rank, 1993 and 2006 

 
Figure 5. Median UGPA Scores by U.S. News Rank, 1993 and 2006 

 
Figures 4 and 5 tell a sobering story.  Although there were slightly 

more applicants in the 1993 admissions pool, law schools managed to 
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increase their median LSAT scores by an average of 2.2 LSAT points and 
their median UGPA by an increment of 0.17.  Moreover, the increases are 
not the result of a few schools that turned to a pure numbers-driven 
approach.  As the figures make clear, the medians are systematically higher 
across the board for all Top 50 law schools.  Assuming that law schools in 
1993 were trying to admit the best possible entering class—and it is 
difficult to conceive of a reasonable alternative assumption—the higher 
median for 2006 can only be explained by a systematic discounting of non-
academic factors. In other words, during the admissions process, it appears 
that the content of résumés, personal statements, letters of 
recommendation law schools are being summarily pushed aside.  Only in 
rare instances will leadership, passion, intellectual engagement, 
overcoming hardship, work experience, graduate education, foreign 
service, writing ability, business acumen, etc. trump admissions numbers 
below a school’s target medians (Henderson & Morriss 2008).12   

No sensible employer would blindly hire workers based on nothing 
more than paper credentials.  Yet, this is exactly how highly ranked law 
schools admit their students, which, by extension, is the population that 
fills the pipeline into the large, elite law firms.  Large law firm partners may 
favor national law schools because they attended these institutions, but it 
is unlikely that the continuation of this practice is based upon evidence of 
its effectiveness vis-à-vis other strategies for attracting and developing 
high quality lawyers.  Indeed, the Shultz and Zedeck data suggest that 
other selection methods would yield more successful junior lawyers.  
Likewise, changes in legal education and the legal profession have 
rendered moot the original business logic of Paul Cravath’s emphasis on 
academic credentials.   

The simplest explanation for the continued heavy reliance on 
academic credentials is the understandable desire for law partners to 
signal and perpetuate their elite status (Ginsburg & Wolf 2004).  Law firms 
build their brand by infusing their organizations with lawyers who are 

                                                           
12 Conversely, students with strong academic numbers and nothing else are 

presumptively admitted and often given scholarship money (Henderson & Morriss 2008). 



29 
 

associated with elite law school brands or other elite academic or 
professional credentials, such as law review or federal clerkships.13  (Law 
school faculties, by the way, play the same game.)  Even if these “signals” 
do not produce economic value for clients, during the boom period of the 
last several decades, law firms had the profit margins to indulge their own 
sense of elitism.  

Yet, law firms’ propensity for elite signaling obscures an empirical 
question that is fundamental to any coherent law firm strategy on human 
capital:  what is the precise economic tradeoff between pedigree and 
other important and desirable attributes that are not necessarily 
correlated with elite academic credentials?  For example, law firm 
managers presumably would want to know whether a regional law school 
candidate with greater networking skills, passion, engagement, practical 
judgment, stress management, and empathy is more economically 
valuable to the firm than a candidate who substantially lacks these 
attributes yet had high grades or graduated from an elite law school.  
Because so many law firms fail to confront this simple calculus, they 
perennially run the risk of paying a premium price for the wrong human 
capital.  Moreover, they are vulnerable to potential competitors who 
utilize empirical methods to recruit highly motivated, undervalued talent; 
pay them less than the prevailing $160,000 payscale; and plough the 
savings into state-of-the art training programs that further compound the 
firm’s advantage in terms of both quality and price (see, e.g., Henderson 
2008).   

Part III considers a future where these types of human capital 
strategies for legal service organizations—a broader groups than just law 
firms—are both common and necessary for survival. 

  

                                                           
13 Evidence of the signaling motive in the credentials race can be seen in the 

$250,000 signing bonus given to associates who clerked for the U.S. Supreme Court (Lat 
2007; Mauro 2009). 
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III. THE FUTURE 

In his recent book, The End of Lawyers?, the lawyer and technology 
expert Richard Susskind (2008) posits that the market for legal goods and 
services runs along a continuum from “bespoke” (high-skill, high touch 
engagements) to “commodity” (where price is at or near the marginal cost 
of production).  This framework is depicted in Figure 6.  Susskind asserts 
that a large proportion of legal work will transition from bespoke (e.g., 
court room practice), to standardized (e.g., form documents for a merger), 
to systematized (e.g., a document assembly system for estate planning), to 
packaged (e.g., a turn-key regulatory compliance program), to 
commoditized (e.g., any IT-based legal product that is undifferentiated in a 
market with many competitors).  Most of this change, he predicts, will be 
driven by recursive patterns in legal forms and judicial opinions, which 
enables legal service providers to routinize and streamline many legal 
processes through the use of technology.  

Figure 6. Richard Susskind's Evolution of Legal Services (from Susskind 2008, Fig. 2.1) 

 

As Susskind notes, most lawyers have a viscerally negative reaction to 
his continuum.  Their disdain is based on two factors.  First, this evolution 
seems to devalue the practice of law and reduce it to a “mere electronic 
commonplace” (Susskind 33, 2008).  Second, since the reproduction costs 
of the commodity are essentially zero, the migration of law to an electronic 
commodity has the potential to devastate the ability of lawyers to turn a 
profit.  Nonetheless, Susskind argues that the “pull to the right” is 
inevitable.  Clients benefit by higher quality, more predictable, and lower 
priced solutions to their legal problems.   And in general, lawyers want to 
serve their clients.   Moreover, each incremental step down this continuum 
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offers a profit-taking opportunity to first-mover firms.  So the pull to the 
right is unlikely to stop even though a majority of lawyers may be reluctant 
to change. 

Susskind maintains that the dominant strategy of law firms is to focus 
on bespoke legal work, which requires high-value skills and lawyers’ 
personalized service and attention.  This type of work tends to be complex 
and non-recursive, so the ability to leverage IT solutions is limited.  Thus, 
lawyers can in theory charge a premium fee, assuming they can sufficiently 
differentiate their service from other firms trying to occupy the same 
narrow, premium market niche.  After all, sophisticated clients have a 
strong incentive to disaggregate their legal problems so that only the truly 
complex and non-recursive legal matters require expensive “high touch” 
legal services.  From the law firm perspective, the downside of operating 
under a bespoke model is that lawyers are essentially selling their time, 
which can be sold only once to a single client.   

Because of the inherent limitations of selling time rather than a 
product, Susskind argues that the largest profit opportunities are available 
to organizations—not necessarily nor exclusively law firms14—that focus 
on continually innovating legal products and services with the 
“systematized” and “packaged” market space.  The advantage of this 
business model is that the potential economies of scale and scope are very 
large, as is the potential market.  For Susskind, the attraction of this 
approach is the opportunity of “making money while you sleep” (Id. at 37).  
The key to long-term success, however, is perpetual innovation lest your 
competitors match your offerings and your organization slides inexorably 
into commodization.  

As we reflect on the future sketched out by Susskind, a useful line of 
inquiry is to consider the workforce needed to staff a legal service 

                                                           
14 The potential encroachment of non-lawyers is made possible by the uncertainty 

whether the product being offered is essentially legal versus an information technology or 
a business process solution.  If the client is a sophisticated corporation, regulation 
surrounding the unauthorized practice of law is unlikely to gain much traction because the 
regulation itself is premised on a consumer-protection rationale in which the buyers are 
presumed to be unsophisticated. 



32 
 

organization that is continually innovating within, and hence profiting 
from, the systematized/packaged market space.  Such a workforce would 
include professionals with skills in systems engineering (the product or 
service is highly complex and interdependent), information technology 
(service or product delivery depends upon an efficient and reliable 
information infrastructure that may be fully integrated with the client’s IT), 
finance (the product or service will be expensive to build), marketing and 
sales (profit depends upon wide penetration), project management (to 
continue to push the cost and innovation imperatives), and law (the legal 
content must be accurate and continually, if not automatically, updated in 
real time).   

When the list for the systematized/packaged professional service 
organization is compared to human capital requirements of the traditional 
“bespoke” law firm, several marked distinctions jump out immediately.  
First, the workforce of the systematized/packaged firm is highly 
multidisciplinary.  Without the systems engineer, the lawyer cannot make 
a useful contribution.  Second, to be successful, this diverse workforce 
must work effectively together as a team.  This ethos is fundamentally at 
odds with the “eat-what-your-kill” principles and rainmaker silos that 
prevail in most large law firms.  Third, the value of signaling is minimal.  
Similar to most other widely available products or services, the relevant 
considerations are quality and price, not whether the people working in 
the enterprise attended an elite college or law school.  Paying a premium 
for a market signal that does not resonate with clients makes no economic 
sense.  Rather, the key to a long-term competitive advantage is a human 
capital strategy that identifies, recruits, develops and retains key 
competencies within the organization.  And this rests on empirical 
questions that lawyers, law firms, and legal educators have just begun to 
grapple with. 
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CONCLUSION 

Over the last century, the corporate law firm has grown from small 
office practices in a handful of U.S. cities to complex, international 
enterprises.  In many respects, their economics fortunes have followed 
those of their clients.  The business opportunities have been so great that 
large corporations have been willing to enlist the advice, counsel, and 
ingenuity of a growing cadre of lawyers to deal with complex regulatory 
schemes, structure financial transactions, and formulate legal strategies in 
a world that accepts litigation as a cost of doing business.  As a result, large 
corporate law firms have been able to flourish economically without 
examining or retooling how they recruit, develop, and retain their most 
important asset—human capital. 

The legal services industry is now in the midst of a 100-year structural 
shift.  The impetus behind the change is the subsiding of a multi-decade 
tidal wave of client demand for corporate legal services.  Because of the 
enormous sum of money at stake, general counsel are being called upon to 
use sophisticated management tools to rationalize their cost structures 
and do more with less.  This imperative pits the common practice of relying 
on brand name law firms against the need to control costs.  Going forward, 
it is likely that these pressures on in-house legal managers will have the 
net effect of flattening out the growth in demand for corporate legal 
services, at least for services under the traditional credentials-based time-
and-materials law firm model.  As a result, large corporate law firms are 
going to be in the unfamiliar position of fighting over market share.  And 
building a better and more sustainable talent model will be the key to 
winning this competition.  

Law firm human capital strategies of the future will ask and answer 
several fundamental empirical questions related to the selection, 
development and retention of their workforce.  For example, what 
competencies are essential to success?  How can the organization select 
for these skills or behaviors or, alternatively, accelerate their 
development? What are the trade-offs between cognitive ability as 
measured by grades and standardized test scores versus a candidate’s 
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underlying motivation and learning orientation?  Moreover, to take 
advantage of the new emerging legal sector that combines legal expertise 
with systems engineering and information technology, law firms need to 
understand how specific types of incentive structures optimize teamwork, 
collaboration, creativity, and organizational cohesion.  The payoff for 
getting it right is enormous potential profits.  Therefore, the innovators 
(who may not be U.S. law firms) will arrive some day in the not-too-distant 
future.  Conversely, law firms that sink back into comfortable and familiar 
business practices are unlikely to survive.  
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APPENDIX 

Shultz and Zedeck (2008) 
26 Effectiveness Factors with 8 Umbrella Categories 

1: Intellectual & Cognitive 
• Analysis and Reasoning 
• Creativity/Innovation 
• Problem Solving 
• Practical Judgment 

2: Research & Information Gathering 
• Researching the Law 
• Fact Finding 
• Questioning and Interviewing 

3: Communications 
• Influencing and Advocating 
• Writing 
• Speaking 
• Listening 

4: Planning and Organizing 
• Strategic Planning 
• Organizing and Managing One’s Own Work 
• Organizing and Managing Others (Staff/Colleagues) 

5: Conflict Resolution 
• Negotiation Skills 
• Able to See the World Through the Eyes of Others 

6: Client & Business Relations - Entrepreneurship 
• Networking and Business Development 
• Providing Advice & Counsel & Building Relationships with Clients 

7: Working with Others 
• Developing Relationships within the Legal Profession 
• Evaluation, Development, and Mentoring 

8: Character 
• Passion and Engagement 
• Diligence 
• Integrity/Honesty 
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• Stress Management 
• Community Involvement and Service 
• Self-Development 

 


