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Demonstrating Value Creation by In-House Legal Teams 
 
By Ian Jones, LL.B (Hons), Solicitor 
 
 
Introduction 
 
At a time when businesses are encouraged to do �more with less�, in-house lawyers and teams 
frequently have to show their value to the client organisation. Many focus on operational efficiency 
and cost control. Whilst both are necessary, they only go so far in understanding �Value Creation� 
by lawyers.  
 
 
In our increasingly knowledge based economy, the role of lawyers assumes greater importance. 
The law is a factor in commercial decision-making and the creativity of lawyers will enrich the 
intellectual capital of organisations. That enriched intellectual capital increases corporate value and 
gives firms a competitive edge that others do not have.  
 
 
This article considers how in-house legal teams can show legal value creation.  It begins by looking 
at the �Value Creation Conundrum:� in theory and in practice. As the next step, a model of value 
analysis is suggested. Then suitable measurements of �Value Creation� as evidence of the 
outcome of the lawyer�s intervention are considered. Finally the article looks at possible 
consequences of delivering value against the proposed model. 
 
 
The article considers "Value" in the context of a legal team in a commercial organisation. This does 
not suggest that delivering "Value" is limited to commercial activity; in-house functions in 
government, not for profit organisations and charities pursue "Value" in their own fields. So the 
principles underpinning �Value Creation� in a commercial in-house legal team referred to are 
generally applicable, even if the assessment of �value� is not necessarily the same.   
 
 
Finally, in this article the term �client� means the entity that the in-house lawyer is working for and 
�managing counsel� means any lawyer with management responsibility at whatever level in the 
organisation. 
 
The "Value" Creation Conundrum 
 
The fundamental problem for in-house legal teams has been showing how they create �Value� in 
their organisation. This has been the subject of debate for the last 30 years. Many in-house teams 
adopt crude measurements, for example:  
 

• the number of billion dollars of revenue created per lawyer;  
• the ratio of costs per transaction value;  
• the number of claims litigated by the company at any one time; or 
• The size and control of the legal costs budget.  

 
Such measurements, in the discussion of value creation, play the role of the lamppost used by a 
drunk; more support than enlightenment. The numbers generated from the metrics above may 
show operational efficiency, but they are limited in terms of showing �Value� 
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The hypothesis behind engaging lawyers is that their intervention will make a transaction more 
valuable for their client. The lawyer could spot a tax break or propose a regulatory solution not 
thought of by others. Through using knowledge of the law, they unlock hidden value. Even so 
problems exist in this situation. 
 
Firstly, in many cases, it is difficult to attribute the creation of value solely to the intervention of the 
lawyer. The value could be created by any number of factors working together: 
 

• market conditions; 
• the personal agendas of members of the transaction team; 
• the strategies of the respective parties; 
• negotiating strengths of either party;  
• timing; or 
• the lawyer�s intervention 

 
Take the example of a lawyer stopping a course of potential illegal action. The lawyer cannot say, 
in absolute terms, "I saved the company from being fined and people going to prison." That 
assumes the perpetrators would be caught and successfully prosecuted if the illegal activity took 
place. 
 
 
The second problem is that the evidence about the lawyer�s intervention is often anecdotal. Unless 
you record the consequences of interventions across the client on a regular basis, demonstrating 
value creation on individual transactions is a hit and miss affair.  It could be seen as cherry-picking 
the good cases, instead of identifying trends. 
 
 
Finally a pure economic argument exists that a lawyer�s intervention causes the transaction to be 
less valuable. In a market economy, assuming the transaction is at arm�s length, the market sets 
the transaction price. In this scenario, the value of the transaction � the market price - is reduced 
by the cost of employing the lawyer on that case. For every safeguard or transfer of risk the lawyer 
negotiates, the market price adjusts as it reflects the change in the position of the parties. In actual 
fact the headline price does not usually change, but due to the horse-trading nature of negotiations, 
one bit of value will be traded for another. So the lawyer seeking to show legal value creation in 
this situation is attempting to hit a moving target. 
 
 
Even the most cynical of non-lawyers are unlikely to suggest that lawyers can never create value. 
Occasionally even they are heard to say �we had better run that past Legal� � a tacit recognition 
that once in a blue moon (in their view) the lawyers may have something useful to add.  
 
Chasing Rabbits 
 
This is not just theory. Any managing counsel who has written a business case seeking more 
resources will know the debate. Will more spending on legal resources result in the desired 
benefits materialising? The debate intensifies at the annual budget round when you are asked to 
take a cut. The frequent counter argument is that the lack of investment in lawyers will lead to more 
liabilities for the client. It is impossible to prove that the former directly causes by the latter. Such 
arguments are like chasing rabbits; there are many holes that you can shoot down with little or no 
success. 
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Debating value creation in these terms puts the managing counsel in a weak position. Without an 
evident line of causation, little wonder that many go back to the discussion as to how much the 
client spends on its lawyers; external and internal. In fact, a managing counsel has little control 
over fee rates. They are dictated by the market price at the time that the company buys (or agrees 
a price for) those services. Panels of providers may produce discounts or rebates, but these are 
tinkering. Law firms, in particular, have become adept at offsetting the impact of discounts and 
rebates, by using more junior lawyers.  
 
 
Furthermore, such negotiated arrangements are a bet on the future. By fixing the rates at the 
contract outset, the managing counsel is assuming that the fee rates will rise. In a liberalised, 
competitive market driven by technology, such a bet is now dangerous to make. As the choice of 
legal services providers grows and existing providers take the benefit of technology changes, then 
the pressure on headline rates will be downward. 
 
 
In trying to extract �Value,� some managing counsels try to drive operational efficiencies to get 
lower fee rates. Generally this will be achieved by appointing providers as �strategic partners� or at 
least �preferred suppliers� to get a greater control. Operational efficiencies may result in lower fee 
rates and billing. In turn, that results in a better use of the money in the managing counsel�s 
budget. It is arguable that such efforts improve profitability and thus enhance value. An unintended 
consequence is that such �savings� may be offset by the costs of managing such arrangements. 
This is before the cost impact of negative behaviours driven by the pressure to keep fees low is 
also taken into account. 
 
 
Controlling costs and operational efficiency are important to demonstrate, but shown alone; they 
are not examples of value creation. Furthermore, many economists and organisational theorists 
take the view that focusing on costs and operational efficiency alone will ultimately reduce quality, 
increase costs and reduce competitive advantage. 
 

Value in the In-House Legal World 

If it is accepted that cost control and operational efficiency are not the sum of value delivered by 
the legal team, what is? There is no universal definition of �Value� which can be given for all in-
house legal functions because each company values a variety of different things. Indeed, even the 
same asset may have different values in different organisations. These give each company its 
competitive edge. Such valued ingredients should be obvious from the corporate strategy.  
 
 
In deciding its corporate strategy, the client has set out how it will create value for its shareholders. 
So the goals in the corporate strategy are the expression of the value that the company wishes to 
create. As a result, the company will allocate and use its finite resources for the realisation of those 
goals and the creation of that value. Value creation may exist in the form of asset protections such 
as intellectual property rights. 
 
 
Any activity not in line with the strategy is redundant. It directs resources away from the goals for 
which they are allocated: even having a negative impact on the strategy. So each activity of the 
legal team must be justified against the overall strategy of the company.  The in-house lawyers 
must therefore align their activities with the corporate strategy. By definition, anything that they do 
which does not support the corporate strategy is of no value to their client. 
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This raises an important question: who judges if an activity is aligned to the strategy? Will it be the 
lawyer or the person responsible for strategy? In this theoretical situation, it must ultimately be the 
owner of the strategy. Only they can judge if the lawyer�s output contributes to the achievement of 
a strategic goal.  
 
 
The real life world is more complex. The lawyers should play a role in setting the strategy, as the 
law should always be a factor in business decision-making. Furthermore, the lawyer should help 
mould the criteria of what �achievement of a strategic goal� looks like. Even so, the ultimate 
decision on the lawyer�s contribution to value creation must rest with the strategy owner. The 
lawyer cannot �mark their own homework�. 
 
 
Out of this strategy will fall individual objectives for the legal team to achieve. Some objectives may 
only be for the lawyers, but the majority are likely to be achieved in tandem with others (non-
lawyers) in the organisation. For this reason and because of the Value Creation Conundrum, the 
achievement of those objectives alone is not enough to measure �Value.� 
 

From 2-D to 3-D 
 
The measurements against the strategy alone are two-dimensional. Such metrics look at �what� is 
achieved; not �how� the lawyer acts in achieving the goal.  So in understanding �Value,� both �what� 
and �how� must be considered. It is no good an objective being achieved if in the process, 
relationships are broken and processes dislocated. Nevertheless, the criteria should not be so 
restrictive as to strangle creativity.  
 
 
Figure 1 is the graphic illustration of the measurement of �how�. 
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Figure 1: The �How� Model 

 
 
Along the bottom axis of the graph lie the �skills� that the lawyer displays: 
 

• Expertise � did the lawyer demonstrate legal knowledge and insight into the Client�s legal 
issues? This requires the lawyer to be proactive in making sure that the right legal expertise 
is obtained. They do this by either knowing the subject area well or by buying in the right 
expertise.  

• Efficiency � was the matter dealt with in a timely, cost effective way? Of all the 
measurements that can be taken, many in-house lawyers will already have measurements 
around case management efficiency. Efficiency also encompasses all the activities of the 
lawyer. Knowledge management is often overlooked.  For example, the efficient transfer of 
knowledge in the form of experience is of great importance here. In this area, aspects of 
operational efficiency can be brought in. 

• Innovation � this category moves the lawyer from being a good practitioner to somebody 
that is prepared to look for improvements in the way in which the company does business. 
These may be improvements within the legal function. In the context of value creation, it 
should be innovation in the wider corporate sense. For example, improving the way that the 
client gets legal information may be the result of innovation. Capturing activity in this 
category is vital to showing value creation. Examples of innovation, which enhance the 
delivery of the corporate strategy or unlock hidden value, are gold dust. Innovation is an 
area in-house lawyers regularly fail to be proactive. I heard a finance director once 
complain that the only team that did not bring new business ideas was the legal team. 

 

The indicators along the vertical axis describe the behaviours of the lawyer or legal team in how 
they deliver the piece of work: 
 

• Transactor � the lawyer has been competent in completing the piece of work. They 
understood and achieved the objectives of the client. Their behaviour was utilitarian in 
approach. Colloquially speaking the lawyer had proved �useful.� 

• Facilitator � as a facilitator, the lawyer has been active within the piece of work to bring 
together various stakeholders. They manage their work in a way that eases the pressure on 
others, allowing strategic objectives to be achieved more easily than they might have been. 
They are seen as �a good team player� and �a problem solver� 

• Leader � The lawyer helps set the agenda for achieving the piece of work. They 
understand the strategic objective and are proactive in looking for opportunities to unlock 
greater value for the company. As a result, their behaviour creates respect for the legal 
function and they are invited to take part in setting the tactical objectives to achieve the 
strategic goal. They are people who have a healthy regard for risk and are seen as creative 
in their approach. They are personally respected, displaying a high degree of integrity and 
independence. 

 
 
By looking at those descriptions and plotting them on the graph, you can begin to see the success 
in creating value. The further up and along you move on the respective axis, the more value will be 
being created or unlocked. As result of measuring these elements against the activities performed 
by the lawyer and the achievement of the strategic objectives, you can build up a broad, client 
focused picture of value. The issue is now one of measurement of the various elements of the 
model. 
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"In God we trust, all others bring data." 
 
Despite the business adage "You can't manage it if you can't measure it,� evidence exists that 
many managing counsel do not use any metrics to measure their team's value. One recent survey 
showed that 58% questioned did not and 66% thought metrics would not give "a useful and 
accurate measure" of the legal department's value to its business. 
 
 
Whatever measurements are employed, it is acknowledged they will never demonstrate in full the 
value of the lawyer's input or intervention. As we have seen, you cannot empirically show that such 
action caused a particular outcome (see "The Value Creation Conundrum" above.) However what 
metrics can do is provide a picture of the in-house lawyer�s performance. To disavow the 
usefulness of measuring performance is to throw the baby out with the bathwater.  
 
 
Furthermore, collecting information that can help in the process is increasingly easy given 
technology. Most of us are aware of the idea of "Big Data.� We all produce such data and it is not 
difficult to recover it. Because management information is so freely available, no managing counsel 
should ever pass up the opportunity to get available data. Nevertheless, it is vital for the managing 
counsel to set up measurements that are "useful and accurate.� To set up measurements that do 
not give useful information would be counter-productive. 
 

For example, a managing counsel could track the time taken from the first set of instructions to the 
close of a case or transaction. Building up a picture from that simple information (we can call it 
"case life") would produce data to be used to identify problem areas within the business. One 
person or business unit (not necessarily the lawyers as often assumed by business colleagues) 
may be slow in carrying out their responsibilities. Without measuring case life, you are unlikely ever 
to find the problem. Once the problem is identified, then fixing it is often easy. In this case, the 
managing counsel demonstrates value by reducing case life and so, for example, the time taken to 
conclude a sale or launch a product. Such a consequence would, in all probability, be considered 
as business value. 
 

In the same way, monitoring how often contract clauses are changed from the businesses� 
standard terms can help identify those terms that are out of kilter with the market. Making changes 
to those terms could again improve speed to market and ease customer relationships. 
 
 
Once a managing counsel starts to consider these types of data, other activities can be identified 
which are capable of measurement. Consequently, over time, it is possible to refine the 
measurements by developing and using a large body of data. 
 
 
For some measurements, the managing counsel will need feedback from the client. This can come 
from surveys, one to one interviews and collecting anecdotal evidence about performance. For 
example, there are legal teams that do carry out annual client surveys. These will be of limited 
value if only carried out annually. This is because the annual survey presents a snap shot of the 
team, rather an overview of the trends. Areas of excellence or areas for development or remedy 
tend to be easier to spot in reports showing trends. 
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It is far better to survey often and little rather than less frequently and with longer surveys. A 
managing counsel might consider using surveys at the end of projects or pieces of work, and in the 
case of longer projects, periodically throughout. Surveys can be carried out online. The recipient 
list should be chosen at random and their responses anonymous. Face to face interviews can be 
left for carrying out in depth discussions and questions. 
 
 
In seeking feedback by survey, it is suggested that a scoring system is used (e.g. 1-5). It should 
also be the case that the survey pool is broadly distributed across business functions and different 
executive levels.  It should cover those that have had recent interaction with the legal team. 
 
 
It is suggested that four areas are used to survey the activities of the legal team. Also are the types 
of question that could be asked: 
 

• Creativity and Problem Solving: How far did the lawyers help the person or people they 
were assisting to find solutions to the problems arising from the case or project? Were the 
lawyers creative in their approach? Did they communicate ideas clearly? Did they influence 
the outcome? Were the lawyers proactive? 

 
• Strategy: Did the lawyers work positively to help you achieve your objectives for the piece 

of work you asked them to do? Was the way they carried out their work aligned to the wider 
corporate strategy?  

 
• Risk: Did the lawyers understand the commercial risks involved in what you were trying to 

do? Were the lawyers able to clearly explain the legal risks involved in pursuing your 
commercial objectives? Did the lawyers proactively demonstrate ways of 
mitigating/managing the risks? Did the lawyers positively and proactively embrace the risk 
issues raised by your case? 

 
• Knowledge Management: Did the lawyers share their knowledge and experience of their 

work with you? Do you consider that their views were clearly expressed and tailored to your 
case? Did the lawyers proactively seek to draw on your experience of matters such as 
similar previous case, the state of the market, the character of the counterparty etc? 

 

Most, if not all these questions, avoid asking the client for their views on the lawyer�s competence 
as a practitioner of the law. In many organisations it is taken as read that an employed lawyer will 
be competent. Instead the questions focus on the broader issue of how the lawyer handled the 
transaction, case or project. It is in the handling that the value of the lawyer�s work is 
demonstrated. 
 

By analysing this data, the managing counsel can begin to build up a picture of those areas in 
which the lawyers do well and those that need improvement. As result the responses can be set 
against the "how" model. This allows individuals and the in-house team to be tracked against the 
objective of optimising leadership and innovation.  
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Is This the Road to Heaven or Hell? 
 
 
Although measuring �Value� relies on an element of subjectivity, the subjective element does not 
make the exercise futile: far from it.  If that were the case, other professionals and business 
functions would not measure value in such a way. Indeed it should be stressed that creativity, 
knowledge and the ability to transfer the benefit of experience are all valuable elements in the 
intellectual capital on which modern business increasingly relies. If lawyers recognise that, then the 
opportunity to show their true value is increased.  
 

Demonstrating Value Creation is, at least, a useful defensive strategy when faced with the annual 
budget discussion. To be able to report with hard evidence that the business views the legal 
function as a value creator instead of a costs centre is valuable for the managing counsel; but it is 
worth far more. The ability to analyse the operations and impact of the in-house lawyers means 
that the managing counsel can make improvements in the way in which the team operates. 
Moreover it will align the legal team with other parts of the business because they will share the 
common language of objectives and metrics. Alignment with the corporate strategy will bring home 
the importance of identifying when and where to use finite resources.  
 

Adopting a system of metrics to demonstrate �Value� will probably lead to structural changes within 
the in-house legal function. The managing counsel may have to change the mix of work that is 
retained in-house and that which is sent to external legal services suppliers.  It could lead to the 
recruitment of different personality types, who are prepared to be more proactive and creative, less 
risk averse and more inclusive. Such changes should not be feared. They should be embraced. 
 

Of course, no single management approach is a panacea to all the problems that a manager faces. 
There must be a blend of approaches. Given the importance of value creation in business, 
measuring and demonstrating value is an essential tool in the armoury of the modern managing 
counsel. 
 

 

 


