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Market research is a powerful risk-management tool in all major sectors of business and industry; it promises to be just as powerful a tool in the legal industry  Appropriately designed and applied research tools can reduce the uncertainty law firms face when making important decisions, such as:

-- How to maximize loyalty and business share from each client;

-- How to position a firm in the market to compete for desired business;

-- Which tactics of a firm’s positioning strategy will be most effective;

-- Whether to open a new office, and how to proceed;

-- Whether to offer a new practice area, and how to proceed; and

-- Which lawyers to recruit as lateral hires.

An overview of the uses of market research for law firms was presented at the September 2003 meeting of the Rocky Mountain Chapter of the Legal Marketing Association at The Magnolia Hotel in downtown Denver.  Guest speaker was Mark T. Greene, Ph.D., managing director of The Brand Research Company (www.brandresearchcompany.com).

“Lawyers have been very slow to include the tools of market research in their decision-making process,” said Greene.  “Corporate America, on the other hand, has long recognized the value of market research as an essential risk-management tool.  Law firm clients take market research for granted, and expect that their lawyers will, too.”

Market research tools can be used to assess and enhance client loyalty – a quality key to retaining business, increasing “share-of-wallet” from your best clients, discovering cross-selling opportunities, and increasing referrals from satisfied clients.

“Client surveys offer law firms the biggest return on investment,” said Greene, “and are an excellent introduction to the value of market research.”  For example, research shows that almost all law firms overestimate their share of a particular client’s business and underestimate the number of other law firms that this client is using.

“In addition, many lawyers think they will disrupt the status quo by having a researcher ask their clients if there are any problems with the relationship,” said Greene.  “Our experience shows, however, that clients appreciate being asked; in fact, they expect it.”

“What’s more, clients who have expressed a problem, and have had that problem successfully addressed by their law firm, indicated far more loyalty to the firm than clients who indicated no problem with the firm in the first place,” said Greene.  “The client whose problems have been addressed is also far less likely to ‘bad mouth’ the firm to others in their professional circle.”

Market research tools can also be used to support a firm’s branding efforts.  By  using survey tools to determine positions acceptable to the firm and examining these in the light of positions very attractive to the marketplace -- while factoring in the existing “brand” of the firm and its competitors -- an “ideal image” can be crafted and presented to the marketplace.  Then, market research tools can track the success of this positioning program – including costly advertising efforts -- over time.

“Whether to open a new office is another high-risk business decision that all-too-many law firms make without the benefit of market research,” said Greene.  “A well-designed study is not inexpensive, but neither is the mistake of opening and office only to see it crash and burn a few years later.”  A good study can answer important questions like:

-- How many prospective buyers are in this market?

-- Which competitors are already serving this market?

-- Is this market satisfied with its current providers?

-- What is the most convenient (in the eyes of your potential clients) physical location within this market?

-- Are economic conditions favorable within this market?

-- What are the costs of doing business (rent, salaries, etc.) in this market?

-- Do local business leaders see a need for your services?

-- How many lawyers and staff would you need for this office?

Finally, market research tools can be used to determine the demand for a new legal service that a law firm is considering.  “More often than not, a new legal practice group is launched on someone’s personal opinion with no sound business intelligence,” said Greene.

“It is risky to take this step without first determining market demand and then, once demand is determined, making a clear-eyed commitment of significant firm funds and talent – often through the decision to acquire lateral partners -- to establish and grow the new practice,” Greene said.  “The business executives who are your clients could not imagine launching a new product line without a sound foundation in market research.”

Over the past 20 years, law firms have been adding cutting-edge business skills to the traditional professional skills needed to run a successful firm.  The most forward-looking of these law firms have discovered the risk-management value of well-designed and properly conducted market research.

The Rocky Mountain Chapter of the Legal Marketing Association offers monthly programs featuring nationally recognized speakers on marketing-the-law-firm topics.  For more information on these programs, see www.rockymountainlma.com.


