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Corporate Legal Times/Arthur Andersen & Co. Survey 

Corporate Legal Budgets Up 18 Percent, 
But Entire Increase Goes to Law Firms 
lliggesl Culprit: 
Expensive Litigation Total Legal Costs 

Q Inside Costs 0 Outside Costs-Other Work D Outside Costs-Lilgntion 
BY DAVID RUBENSTEIN 

ENFORCED FRUGALITY in lhe corpo­
ralc lcg;il deparlmenl nrny be cosling lhc 
company money . According to lhe Fiflh 
Annual Corporate legal Times/Arthur 
Andersen & Co. General Counsel Survey, 
most in1ernal legal hudgels are frozen, and 
few if ;iny new a11 orneys are being hired. 
Meanwhile, 1hc amounl of legal work is 
going up , and with ii the need for outside 
lawyers . As a resull, 101al legal expcndi-
1ures have risen sharply during the last 
reporting year. 

1993 

1992 

$2.!7 M $2.80 M $16.40 M 

$U7 M $1.77 M $8.79 M 

The 1994 survey was mailed lo 4,000 
general counsel in companies ranging in 
size from less lhan $100 million in sales to 
more than S 10 billion . Replies were 
received from 629 companies (a 15 .7 per­
cent return rale) whose Iola I aggrega1e 
annual sales were more than $900 billion. 
Their lolal legal budgel was more lhan 
$5 .3 billion. Of lhal $5 .3 billion, almosl 
S2.8 billion was spent on outside lawyers 
and consullants. 

so $2,000,000 $4,000,000 $6,000,000 $8,000,000 s 10,000,000 
Average Spent 

The average reported legal department 
hudgcl increased by a hefly 18 percent 
over the previous year. Bui general coun-

sci are having to allocate lhal increase 10 
outside lawyers inslead of using it lo build 
lhc department. For mosl companies, vir­
lually the enlire increase in legal depart­
ment budgets wen! outside. 

Pul another way, the percentage of Iola! 
legal department costs going outside 
increased lasl year. Thal increase was dra­
malic. Two years ago outside costs were 

42 percenl of the total legal budget; for the 
most recent reporling year, they were up lo 
52 percent. 

"What's actually going up, is the num­
ber of extraordinary cases you have lo liti­
gate," says Martin W. Spector, general 
counsel and executive vice president of 
Philadelphia-based ARA Services Inc., a 

SURVEY continued on page 30 

Best Management Thwarted by Change 

Roundtable participants (standing from left): Stephen B. Paige, The Nutrasweet Co.; 
Wiiiiam H. Farley Jr., Chicago Transit Authority; Gayle A. Altur, Chicago Title Insurance 
Co.; Dean W. Fischer, Arthur Andersen & Co.; Wiiiiam J. Bowe, Encyclopaedia Britan­
nica; and Roy A. Wentz, Helene Curtis. Seated: R. Thomas Howell Jr., The Quaker Oats 
Co.; Richard H. Irving, Duchossols Industries; and Zan Hale, Corporate Legal Times. 

More Employment 
Cases, International 
Expansion Account for 
Growing Budgets 
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ReUNDTABLE 
Tire Fiftlr A11nual Corporate Legal 
Times/Arthur A11dersen General Counsel 
Survey, wlriclr is lriglrliglrted in other areas 
of this issue, raises many significant issues 
about where corporate legal departments 
/rave been and wlrere tlrey're lreaded in tire 
future. Tlris roundtable brouglrt together 
general counsel to probe those issues, to 
see wlrere their companies fit against tire 
national averages and to get their perspec­
tives on tire challenges they face. 
Round/able begins on pal!e 39. 
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CORPORATE LEGAL TIMES ROUNDTABLE 

Many Management Tools Offset by Growing Legal Needs 
Dean W. Fischer, Arth11r Andersen & Co. 
(co-moderator): This year, the General 
Counsel Survey Imel lhe highest response 
we've ever had . One of lhe issues con­
fronting all of you, judging from the 
response, is cost growth or cost control. 
Aflcr reviewing some of lhc survey results, 
I asked lhc question, "What 's wrong with 
1his piclurc?" 

On one hand, you have more internal 
cosl accountahi lily lhan ever : keeping 
track of time, cost tracking, customer 
charge backs, hiring of conlract attorneys, 
modest growlh in in-house staff and a con­
tinued high use of budgcling. You also 
have a high degree of external cost 
accountability: alternative fee structures 
wilh oulside counsel in lhe form of dis­
counts, fixed price arrangements, altema- 5 
live billing arrangements and so on. There ~ 

is more automation being bought to bear ~ 

on the litigation processes. Yet still, the 2 
cost growth seems to be extraordinary - 18 ~ 

percent on the average. ~ 
My question is, why? Is it because man- i: 

"More Important In 
terms of cost con­
trol Is your famlllar­
lty with the case 
and the way you 
manage your rela­
tionship with out· 
side counsel. It can 
become a pain to 
concentrate on the 
budgetary aspects 
of a case as 
opposed to the sub­
stance." 

Wiiiiam H. Farley 
Jr., Chicago Tnmslt 

Authority 

agement lechniques are not effect ive? Is ---------------------------------
lhe environment such that the legal budget 
will grow no matter what happens man­
agerially? 

William H. Farley Jr., Chicago Transit 
Authority: I think In part what is happening 
is a reflection of what they call the "liti­
gious society" that we live in. More law­
suits are being filed. Plaintiffs attorneys 
are becoming more imaginative in the the­
ories they espouse, and lhe exposure is 
greater for different kinds of lawsuits . You 
can have one lawsuit that blows your entire 
budget for outside counsel for the year. 
And in lerms of the amount of reserves that 
the company may have, they blow the 
entire reserve on one lawsuit. Things like 
this are at the heart of the problem. 

Fischer, Arthur Andersen: So you say 
"environment. n 

Richard JI. Irving, D11chossois Industries: 
I would agree with that on the macro level. 
We happen to run counter to the trend in 
our budget for outside fees. It was actually 
down in the last couple of years. We have 
a few cases where we're the claimant in 
complex construction and government 
contract cases, which we look to as an 
investment. If you put those aside, our 
product liability defense budget is sizably 
down from previous years. 

Roy A. "Pete " Wentz, Helene Curtis: I 
would like to agree with you in terms of 
part icularly routine products liability 
cases, but there is an increased emphasis 
on things like employment-related cases. 
They are becoming much more significant 
now with ADA and other employment 
laws. Certain aspects for us have gone way 
up in terms of outside counsel. 

William J. Bowe, Encyclopaedia Britan­
nica: I certainly second that. One of the 

growth in employment law cases. That's 
been a major stimulus to growth. About 
half of EB's activity is international, so as 
we look at a total legal cost picture, we are 
not driven entirely by the trends of the day 
that occur in the United States. 

Gayle Altur, Chicago Title and Trust Co. : 
One big case can just wipe out your entire 
budget. But there is still what is referred to 
as the continuing law firm " legal billing 
monster." Somelimes you see two or three 
increases in the amount an associate 
assigned to a project bills. He would start 
out al SI 00 an hour, and at the end he was 
at $250 an hour, and that was in one year. 

Zat1 Hale, Corporate Legal Times (co­
moderator) : The associate must have 
learned a lot in that year. Steve? 

Stephen B. Paige, The NutraSweet Co.: 
The Nutrasweet Co. may be bucking the 
trend over the last three years. Our law 
department budget has actually gone down 
in terms of cost to the company by approx­
imately 40 percent. The reason for that 
may be a little bit different than other com­
panies here. We came off our patent at the 
end of 1992 when there was a major 
emphasis in our company - the law depart­
ment and every other department - to cut 
our costs and to be more efficient. As far as 
the litigation line of our budget, that stayed 
relatively stable. Perhaps it 's increased 
slightly, and it's for the reasons that you 
mentioned. We had two or three major 
employment cases last year. We won, but 
the costs were quite high. 

Hale, Corporate Legal Times: Even the 
wi nning cases are losers on your budget. 

Paige, N11traSweet: There's a little bit of 
truth to that. 

Co.: Quaker's costs over the last three to 
five years have pretty much stayed a con­
stant percentage of sales, which means it 
crept up gradually. 

Currently, the primary area of growth is 
overseas. We are taking some of our prod­
ucts aggressively to different parts of the 
world, and there are regulatory and busi­
ness issues that involve lawyering up front. 
I concur with what others have said about 
litigation. To look at a one-year budget 
isn ' t a fair gauge because a lot of it is the 
luck of the draw. What matters is what 
you ' re involved in and what major events 
occurred that year. They typically stretch 
out over years, unfortunately. 

Wentz, Helene Curtis: As we 've expanded 
internationally, it has been a tremendous 
cost, particularly intellectual property and 
patents fees. Those costs have just been 
sky rocketing for us. 

Fischer, Arthur A11dersen: Are you able to 
manage the process better today than two, 
three or four years ago? One of the inter­
esting things that comes out of the survey 
is that ADR was substantially down in 
1993 versus 1992. Sixty percent of the 
respondents said they used it less last year 
than they did the year before. Is ii not 
working? Is it just not catching on? 

Paige, N11traSweet: We've had two experi­
ences. First, we have tried in any number 
of matters to use ADR, but have found that 
the other side, for whatever reason, 
decided they were not interested in it. It 
takes two to dance. The second area that 
we are taking a look at is whether we could 
use ADR or some form of it as part of our 
employment dispute resolution process for 
internal employees to avoid cases going to 
court. We will have a recommendation for 
management by the end of the year. 

T.":-~1.-- A-~···-- A .. J _ _ __ __ . A-..1 '.l' ----'-

the things I keep hearing, maybe ADR has 
an application in that sort of a setting. 

JJowe, Encyclopaedia 1Jrita1111ica: In lhc 
last year, we had two ADR experiences. 
They generally worked weli; lhat 's a bit of 
a change for us. One was in the employ­
ment area and the other a contract dispute. 

The push for ADR in the law journals 
and the rest of the popular legal press has 
not really been matched by the reality of ii 
coming to the forefront as a trend. In cases 
where substantial discovery is involved, it 
isn't always appropriate. But there will be 
those cases in employmenl law where it is a 
desirable choice and we ' 11 see it a lot more. 

Alt11r, Chicago Title: ADR tends to work 
when you're in long-lerm relationships 
that you want to maintain . It also works in 
consumer contracts, in insurance areas and 
in many other areas. The most common 
reason for not using it is because outside 
law firms don't like it and almost always 
advise against it. 

Hale, Corporate Legal Times: Whether the 
outside attorneys like it shouldn't really be 
a factor, should it? Aren ' t the general coun­
sel as buyers of these services, in control? 

Altur, Chicago Title: When companies 
think there's a lawsuit on the horizon, they 
often consult with their outside law firms. 
One in-house counsel told me that they 
don't want to put an ADR clause in their 
contracts because they feel they lose a Joi 
of maneuverability. 

ADR WORKS IN COMPLEX CAIU 

Farley, CTA : I think ADR definitely has a 
place. Its use will grow in the years to come. 
The key to it is having the right case and 
proposing the ADR resolution at the right 
time depending on the contractual realities 
of the ~ituation . And it goes to the heart of 
what your philosophy as a general counsel 
is with regard ta, litigating the matter. Are 
you a win-lose person, or are you a get-out­
of-this-business-as-soon-as-possible type of 
person? What is the philosophy of the attor­
ney you're using? When those things click 
together, and assuming you don't have on 
the other side an attorney who is milking the 
case, then it can have a place. 

We have found it extremely successful 
in situations where you have very complex 
litigation that will cost both sides signifi­
cant amounts of money to litigate. Having 
an independent person from the · outside 
come in to debunk some of the stereotypes 
both sides are holding helps you move 
closer together. That assumes everyone is 
operating in good faith . 

Irving, Duchossois: I'd agree on the use of 
it in a complex commercial litigation si tu­
ation. We found the cost of discovery and 
preparation of the matter for ADR isn ' t a 
whole lot less than regular litigation. The 
cost of the actual trial, such as it is, can be 
dramatically shortened or lessened with 
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CONTINUED FROM PAGE 39 

"As far as the old­
boy network, It Is 
deflnltely gone. 
Many of the litiga­
tors who work for us 
are women, and so 
those days are 
gone." 

CORPORATE LEGAL TIMES 

ReUNDTABLE 
We have done it successfully a few times. 

Hale, Corporate Legal Times: We always 
hear from the pro-ADR folks - maybe 
they just speak loudly - but the survey 
results did not bear out what the propo­
nents are preaching. Why? Stephen B. Paige, 

~ 
~ 

The Nutrasweet Co. 

z 
:c 
g 
::i 
~ 
it 

Farley, CTA : With ADR you give up acer­
tain amount of control, and that always 
makes people uncomfortable. You don ' t 
know what the outcome will be. And I 
think that factor sometimes makes people 
shy away from ADR. It never hurts to get 
a fresh look. It only hurts the first time you 

GETIING THERE 
IS ONLY THE BEGINNING. 

W 
hen you do business across 

in te rnat ional borders, it's 

critica l that yo u spea k the 

language, li terally and figuratively. You 

sho uld also understand the traditions 

and customs. And , of course, the laws. 

O r, a t least you should deal with people 

who do. 
If your business plan is leading you 

into Latin America or the Caribbean , 

Steel Hector & Davis holds the keys to 

making your entrance into this region 

successful and productive. Headquartered 

in Miami, ga teway to La tin America and 

the Caribbean , we can help you unlock 

the door to the region's emerging business 

npportun ities ... wherher you' re looking 

at privatization , considering o ther 

investments, expanding through franchis-

ing or licensing, or hoping to attract for­

eign capita l. 

One of Florida's leading law 

firms for nearly 70 years, Steel Hector 

& Davis today has a staff of multilin­

gual lawyers to help you select and 

structure the investment vehicle that's 

right for your business. Many of them 

are experienced in the civil law of the 

very countries where business waits. So 

they can coordinate the legal talent 

here and in whatever country you're 

doing business to address every impor­

tant issue, from complex regulatory 

res tric tions to bewildering tax laws. 

Just the assistance you'll need 

from beginning ... to end. 

For more information, please call 

Ruben Diaz a t 305.577.2968. 

STEEL HECTOR & DAVIS 
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lose, because then you arc stuck. 

Howell, Quaker: Quaker has historically 
not used ADR much for the same rcnsons 
that have been articulated. We are taking a 
fresh look at it, however, for two reasons. 
One is cost and the other is that even the 
best-prepared cases have run into situa­
tions in various courts which are just 
unexplainable. Whereas we used to have a 
high degree of faith that justice would flow 
from traditional lawyering through the 
courts, we are less certain of that now. So 
ADR is a more viable alternative. 

BUSINESS NEEDS DRIVE LEGAL NEEDS 

Fischer, Arthur Andersen: Let me get your 
thoughts on a different issue - the use of 
outside counsel. Are you using more or 
fewer firms? 

Howell, Quaker: In other purchasing areas 
of the company, there is a move toward 
consolidation. We call it partnering. It's 
building long-term, in-depth relationships. 
On one hand, we have more or less done 
that with some law firms with whom we 
have long-term relationships. We haven ' t 
been involved in any swing or radical con­
solidation. A big part of what we are doing 
as a company now is going into different 
parts of the world where we haven ' t been 
before. That involves new relationships 
with law firms in those places. 

The other area where it ' s important to 
make a statement is with minority law 
firms. We 've tried to look at new firms on 
a regular ongoing basis over the years and 
we 've continued to do thar. You have to 
strike a balance, and at least in our organi­
zation we haven ' t tried to move toward 
consolidating or expanding. We're trying 
to deal with the needs of the clients in the 
way we have traditionally. 

Wentz, Helene Curtis: I am not sure we ' re 
that inconsistent with the rest of the com­
pany. Just as we would not choose one 
chemical supplier to supply all of our 
chemical needs, we don ' t choose one law 
firm to provide all of our legal needs. 
We've ~egmented our needs, and then 
have bu.ill relationships with firms that 
we've dealt with in the past to meet those 
needs. We've fi~ally come around to 
where the business people are: finding the 
best supplier for each product. 

Bowe, Encyclopaedia Britannica: We see 
it as a different trend in our shop in our 
choice of outside counsel. One thing that is 
moving our choice is the electronic pub- · 
lishing technology that is moving into the 
traditional print business. That has ori­
ented EB toward software issues and 
patent issues that were traditionally never 
a part of our legal mix. We have had to go 
out and look for that particular expertise. 
We're finding it 's very narrow. You don't 
find a lot of law firms with expertise in 
software patents, infringers on the Internet 
or putting out a CD-ROM. So that's been a 
peculiar factor for us. 

Fischer, Arthur Andersen: It sounds like I 
it's specialization-driven. 

Bowe, Encyclopaedia Britannica: Very I 
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"We are taking a 
fresh look at ADR 
for two reasons. One 
Is cost and the other 
Is that even the 
best-prepared cases 
have run Into situa­
tions In various 
courts which are 
just unexplainable." 

R. Thomas Howell Jr., 
The Quaker Oats Co. 

using TOM concepts with respecl lo how 
you manage the legal funclion internally? 
And if you arc, whal are lhe early returns? 
Does ii work with respect lo doing a bclter 
job measuring your customer wants and 
your customer needs, and how you are sat­
isfying those customer needs? 

Howell, Quaker: We've done some of ii, 
but we're not doing ii systematically and 
regularly . We've done some customer sur­
veys at a couple of different levels and 
we 've Lried to open up communication and 
improve morale in the law department, 
along Lhe lines of what other departments 
are doing. Bui a systematic adoption of a 
TQM templaie isn't something we've 
done. We thought about it, but decided that 
if it ain't broke, don't fix it. 

Hale, Corpora re Legal Times: Have any of 
you whose companies push TQM man­
aged to keep it out of !he legal department? 
TOM may be a buzzword that everybody 
is sick of. In the results, a very low number 
of people answered the TOM questions. 

Farley, CTA: Part of it comes from the fact 
that the law department is more akin to a 
sports team than it is to something else. 
You either win or you lose. But everybody 
knows when it is a good win, everybody 
knows when it is not. You're not doing an 
analysis and graphing and charting the 
morale issues. We are working together. 
We have a common goal of being as effi­
cient as possible. 

BUDGETING WORTHWHILE 

Hale, Corporate Legal Times: One area of 
lhe survey results that interested me was 
lhe budgeting questions. People reported 
they are not budgeting as many of the 
major matters or major litigation. 11 's 
down slightly. And then the next question 
was: Is your budgeting on target? Half the 
people said no. 

Do you budget? Is it accurate? Or is it 
mere I y an exercise in paperwork? 

Paige, NutraSweet: We definitely budge! 
in our company, but in Lhe litigation area 
there are matters not 100 percent within 
our control. Someone sues us, we have to 
defend it, and we will defend it very vigor­
ously. We also have a very close relation-
-L! - ••. ! •L -·· - I'!-- - -- _ .. ...,., .... .. ..,,.i • .,: th ..,..., .. 
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aboul where we are and where we 're 
going, and we make adjustments. We 're 
fortunate in thal regard. We're held pretty 
light to whal we can control, but we're 
given flexibility in areas we can ' t control. 

Alt11r, Chicago Title: We have had discus­
sions aboul budgeting, and lhe consensus 
seems to be !hat budgeting doesn't work 
within law departments which are primar­
ily reactive. But in terms of prophylactic 
efforts, budgeting can work to the law 
department's advantage. 

Bowe, Encyclopaedia Britannica: We 
found that it's an essential planning tool, 
but I don't think we've had much greater 
success than others when it comes to accu­
racy . We're small enough so that the vicis­
situdes of transaction life and litigation can 
push around the budget a good deal. But 
!hat in no way diminishes the value of the 
discipline of the process. Those parts that 
arc controllable and !hat you can be held 
accountable for are essential to good 
management. 

Hale, Corporate Legal Times: By control­
lable you mean as far as your internal 
costs go? 

Bowe, Encyclopaedia Britannica: Yes. 

Hale, Corporate Legal Times: What about 
lhe CTA? Do you have a budget from City 
Hall? 

Farley, CTA: We have some fairly strong 
feelings about budgeting. It's a mixed bag 
for me because in addition to being general 
counsel for CTA, I'm also a practicing lit­
igator for Jenner & Block, so I see ii from 
both sides. And my experience is that it is 
important to sit down with the people who 
will be handling the matter at the begin­
ning of the case and get on a common 
ground with regard to what kind of staffing 
will be involved, what issues you want to 
be consulted on, what the person's 
overview of the whole case is. Generally 
speaking, I think a good litigator can tell 
you, afler hearing the facts, about how 
many people and how much time it will 
take from month-to-month if it goes on a 
regular track. Beyond that, you get into the 
nickel and dime. 

legal J!rof ession have expanded and 

complicated the roles in -house counsel are 

cxJJc c1ed w fulfill. Th ey are dramarically 

different from what they were 

only a very short time ago . 

Sometimes die demands seem insurmo1111tah le. 

Hildebrandt understands this 

and has worked wit/1 law deparrm ents 

in virtually every industry 

to help them deliver a high quality prod1tct 

that con tributes to shareho lder value. 

COST REDUCTION ALTERNATIVES 

ORGANIZATION REORGANIZATION 

PRACTICE MANAGEMENT 

OUTSIDE COUNSEL MANAGEMENT 

LITIGATION MANAGEMENT & SUPPORT - --

OFF~E_!\UTOMATION &_TELECOMMUNl~ATIONS 

QUALITY Sfi.RVICE MANAGEMEN!, 

CLIENT ASSESSMENT 

COMPENSATION & CAREER DEVELOPMENT -----

PERSONNEL _BECRUITMENT, TRAINING & EVALUATION 

Hildebrandt is the nation 's leading 

consul ting firm to the legal profession 

and we understand your business . Let us help you 

manage more effectively and efficiently. 

When you say Law Department, 
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ROUNDTABLE PARTICIPANTS 
CONTINUED FROM PAGE 41 
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eulstant vice 
president for 
national 

llCCOUnts and 
an attorney at 

Chicago ntle 

Insurance Co. 
She Is director 
and president 

of the Chicago chapter of the American 
Corporate CounMI Auoclatlon. She 
was formerly assistant vice president 

of national accounts for Commonwealth 

land ntle Insurance Co. In Chicago. 

Altur earned her J.D. from DePaul Uni­
versity College of Law, Chicago. 

Wllllam J. Bowe 
I• executive 
vice president, 

MCretary and 

itanaral coun­
MI at Ency· 
clopaadla Bri­
tannica of 

Chicago. The 
company has 5600 mllllon In sales and 

a legal mff of four. Pravlously, ha 
Htabllshed the ln-houH law depart· 

ment at United Pren lntamatlonal, 
and had served In the Countartntalll­
itance Analysis division of the Army 
operations center In the Pentagon. 

Bowe received his J.D. from the Uni­
versity of Chicago Law School. 

Wllllam H. Far­

lay Jr. Is it•n­
aral attomay 
and general 
counMI of the 
Chicago Transit 
Authority and a 
partner at Jan­

ner A Block, 

Chicago. CTA, a $1.2 bllllon corpor• 
tlon, has 29 attorneys In the lepl 

department. He I• the author of "Long 

Arm Jurtldlctlon - Whan Is a Mara 
Phone Call Enough?" and "Architect 
and Engineer Uablllty: Clalms Against 
Dealgn Profeulonala." Farlay gradu­

ated from Yale Law School. 

R. Thomae How· 
ell Jr. Is vice 
president and 

itanaralco~ 

rate counMI of 
The Quaker 
Oata Co. In 

Chicago, where 
he has Hrved 

as an ln-houM attorney since 1971. 
Quaker, a $8 bllllon company, haa 21 
ln-houH attomaya. He la director and 
past president of the Chicago Bar 
Foundation and a director of the Food 
and Drug Law Institute. Howell eamed 

hi• degree from the University of WI• 
consln Law School and attended the 
Adwanr.ad lll•n•Atament Prol!ram at 

Richard H. Irv· 
Ing Is vice pr•• 
ldant and gen­

eral counsel of 

Duchoasol• 
Industries In 
Elmhurst, Ill. 
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ReUNDTABLE 
terms of cost control , is your familiarity 
with the case and the way you manage 
your relationship with outside counsel. II 
can become a pain lo concentrate on !he 
budgetary aspects of a case as opposed to 
!he substance. 

Irving, Duchossois: I agree with Bill . The 
discipline of having to go through that is 
something lawyers don ' t do enough of. For 
a department's budget, a lot of that is prob­
ably necessary and good. In terms of indi­
vidual transactions or cases, with a few 
exceptions, we found !hat il's belier lo have 
a rolling 90-day budget on a cash flow 
basis rather than some sort of front end 
next-two-years-budget-for-this-case basis. 
Thal helps the business people plan on the 
short term, which is what they really want. 

It also adds a measure of con trol over the 
outside counsel because it forces them lo 
state what they are doing for the 30 days, 
60 days or 90 days. We also found that if 
you do it on every case, the payout proba­
bly is not worth the effort. But for the 
major cases, it helps somewhat to control 
where you 're headed. 

BIWNQ ARRANGEMENTS 

Fischer, Arthur Andersen: Using that tech­
nique also recognizes !he inherent unpre­
dictability of litigation. How does budget­
ing relate to billing relationships with out­
side counsel? There has been an increase 
in fixed price arrangements, value billing 
and so on with counsel on certain matters, 
according to the survey. 

Bowe, Encyclopaedia Britannica: We've 
been successful in negotiating the level of 
professionals. We've also received straight 
discounts from the billing rate on occasion. 

Farley, CTA: For very complex, heavy 
matters, I prefer !he blended rate approach 
coupled with an understanding with the 
attorney about what results are expected of 
him. If you force a firm handling a very 
complex matter into a budget or a ceiling -
which from you r standpoint is important -
it may mean they won't do something that 
perhaps !hey would have done if they had 
more freedom. With a blended rate and 
close communication, you give the firm 
the latitude to do creative things. 

We have 2,200 cases pending, 2, 150 of 
which are personal injury. Of those 2,150, 
probably 2,000 are slip-and-falls. For 
those cases, we dictate what we will pay -
$80 an hour - to try these cases. We have 
people who want these cases lined up 
around !he corner. So from that end of the 
business, ii ' s a fixed fee . 

Hale, Corporate Legal Times: Pete, did 
you use any alternative billing? 

Wentz, Helene Curtis: We have a dis­
counted fee in one silualion on a regular 
matter wilh respect to product liability 
with a firm from Chicago. 

It is my concern !hat with everybody out 
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the ones that will be charged 50 cenls per 
page for copying. Thal 's one of !he things 
we're looking al - to work with the firms 
we use along !he partnering concept. We 
think we oughl lo get a fa ir fee. But jusl 
because !hey use value billing with one 
client, we don '! get gouged because we're 
trying to be partners . 

Fischer, Arthur A11derse11 : Economically, 
when you ask outside counsel lo enler inlo 
a fixed price situation you are shifting the 
cost risks to them that would have resided 
with the company. You 've got to pay a 
premium for the outside law firm and !hat 
may end up in !he long term costing more . 

Wentz, Helene Curtis: Well, !he law firm 
may also say, "We're not making the 
money we thought we'd be making here, 
so we' ll make sure we keep the fees high 
over here with clients who have not nego­
tiated fixed fees ." 

NETWORK BEYOND OLD AND BOY 

Hale, Corporate Legal Times: l thought it 
was very interesting that !he old-boy net­
work appears to be going away. Referrals 
were the last thing the general counsel 
picked when asked how they choose law 
firms. Maybe networking on the golf 
course is not what it's cracked up to be. 
.Things like specialization and location 
were ranked as more important. 

Paige, Nutrasweet: I think it depends on 
the case, because it ' s really hard to gener­
alize. In the law departments I've worked 
in, we try not lo let our friendships get in 
the way of winning cases. I think we do 
that pretty well. We do more blocking and 
tackling than creative fee arrangements. 
My philosophy is that you can only over­
charge me once before I go somewhere 
else. And secondly, at our company we' re 
looking for specialty litigators who know 
what they ' re doing in the jurisdiction 
they're in, who have a track record . We' re 
not really interested in what their letter­
head may say. That"s how we operate. 

As fa~ as the old-boy network, it is defi­
nitely gone. Many of the litigators who 
work for us are w,omen, and so !hose days 
are gone. 

Fischer, Arthur Andersen: That comes I 
through loud and clear in the survey. The 
No. 1 way general counsel select outside 
counsel is based on !he individual's capa- ~ 
bilities and credentials. 

Farley, CTA: I slightly disagree with Steve. 
There's a difference between referrals and I 
the old-boy network. When you look al l 
referrals, some come from , people with ' 
authority and some do not. Say you have a 
complex matter in Chicago, and there are 
five, six, seven, eighl firms that could han­
dle the mailer and do it well. When you get 
in a situation like that, and a referral comes 
with some authority, most general counsel 
will take it into consideration. With regard 
to the old-boy network, it may not be as 
prevalent as it has been historically, but it is 
definitely slill alive and well. 

You play golf not on ly because you like 
to play golf, but because that is where you 
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ac1ivities - civic, social and otherwise -
because thal is where you cultivate rela­
tionships. I don'! con, ider !hat a referral so 
much as a cultivation of an association. 

/fowell, Quaker: I lhink there's a network. 
It 's probably not old. and it's probably nol 
just boys anymore, but il' s of1en useful for 
referrals. 

Paige, N111raSweet: It ' s rea lly lalking to 
people, like the people around this table. 
"Have you handled a case like this? What 
was the result?" lflhal's what you mean by 
"network," I suppose !here's a network. 
But I don't play golf - or haven't since I 
was a caddie 15-some years ago - and I 
don ' ! belong to any clubs. But I haven ' t 
had any trouhlc finding other general 
counsel to talk about who they've had 
good successes with. 

//ale, Corporate Legal Times: Or attorneys 
who are willing to and wanting to do the 
work. 

Paige, NwraS wect: Exactly. 

Fischer, Arthur Andersen: Whal about 
automation in your law departments? 
Within our practice, we have invested 
heavily in developing techniques to drive 
the internal cost down through better use 
of automation. What kind of success have 
any of you had with respect to the use of 
automation intemany and how you are 
linked with your oulside counsel? 

Farley, CTA : Al CTA, we are in the 
infancy in terms of automation, but I can 
foresee that in the future we will be heav­
ily automated. We have lo do it in order to 
be competitive, both from a practice stand­
point and from a bottom line standpoint. 
So it 's inevitable. 

Howell, Quaker: We're heavily auto­
mated. All the lawyers and support staff 
have computers and have used them with 
varying degrees of proficiency. We've 
recently obtained some CD-ROM disks. 
One of the interesting issues is how far to 
automate our library . We are definitely 
moving in that direction for space reasons 
and cost reasons. All of us in the law 
department arc on a network. 

One thing within our company I really 
enjoy is that the traditional role of the sec­
retary is starting to rade away. We don't 
call people who traditionally held that 
position "secretaries" anymore, and quite 
rightly so; we call them administrative 
assistants . They're closer to paralegals 
than they are to traditional secretaries. 
They ' re doing more and more work, and 
we give them as much responsibility as 
they're able to handle. The only frustrating 
part about it is when people phone and 
they have to type in last names on the 
phone pad. Other than that, it has been a 
tremendous help lo our company. 

WE LOVE E-MAIL 

Bowe, Encyclopaedia Britannica: We are 
seeing a change internally first. It hasn ' t 
put so much in the communication links 
between the law department and the out-
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throughout the company and its non-U.S. 
activities is getting us a lot closer to the 
dicnl. Our lawyers arc getting ii lot closer 
to outputting their own work product some 
of the time. Those efficiencies will con­
tinue so that within the next three or five 
years, we will have direct links between 
the law department and outside counsel. 

Farley, CTA: Part of the issue turns upon 
what the automation is used for. A com­
puter can tell you the average cost of the 
case: it can tell you the average verdict 
va lue for a " leg-off amputation below the 
knee in Cook County." It can't tell you: 
Should I settle this particular case for this 
amount of money or should I try it? Should 

ROUNDTABLE continued 011 page 44 

"Just as we would not 
choose one chemical sup­
plier to supply all of our 
chemical needs, we don't 
choose one law firm to pre>­
vide all of our legal needs. 
We've segmented our 
needs, and then have built 
relationships with firms 
that we've dealt with in the 
past to meet those needs." 

Roy A. "Pete" Wentz, 
Helene Curtis 
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"We can demonstrate that the stuff 
we keep in-house would cost two or 
two and a half times more If we put 
It outside. On the other hand Is the 
reality of the company's budget and 
current downsizing generally." 

Richard H. Irving, 

CONTINUED FROM PAGE 43 
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ReUNDTABLE 
I take this path or should I take that path? So 
hopefully there will always be a role for us. 

5 Duchouois Industries 
~ 

Hale, Corporate Legal Times: I'm sure 
everyone around the table is glad they 
don't have to worry about amputated leg 
cases, like you do, Bill. 

" 
~ ,. .. 
13 
;: 

The survey showed that as far as hiring 
support services, in the past when you 
hired an outside counsel you would entrust 
them with hiring the litigation support 
provider. This year that number has 
dropped dramatically, from 45 percent to 
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only 26 percent who allow that. Has any­
one made a similar change? If so, why? 

Paige, NutraSweet: Historically, in our 
company we made the final decision but 
we certa inly consulted with our trial 
lawyers and outside counsel, depending 
upon what the matter was. But I think it 's 
the role of genera l counsel to put the team 
in the field and give them the support they 
need, with input. 

Wentz, Helene Curtis: Often, we have bet­
ter access to experts or survey people. We 
probably have better relationships and bet­
ter input than outside counsel would. 

Farley, CTA : It goes back to your initial 
discussions with the attorney about the 
philosophy of the particular matter and 
making sure you ' re on the same page with 
regard to the types of staffing - paralegals, 
associates, what have you - that will go 
into it , and where you want lo be consulted 
for changes. 

Also, with regard to very significant 
cases, as a general counsel it ' s vital that 
you be involved in the decision as to whom 
the expert will be. You have a knowledge 
of the types of cases that have gone to trial 
before, the jury ' s reactions to certain 
things, and you need to make a determina­
tion about how comfonable you feel with 
how well the expert knows the area and 
will perform on the stand. You don ' t want 
to over-engineer the decision, but I do 
think at some point there has to be a check. 

Irving, Duchossois: Sometimes the cost of 
this expertise is literally equal to the cost 
of outside counsel engagement. We' re 
talking a comparable investment, so you 
have to have a hold on it. 

Fischer, Arthur Andersen: Let's tum to the 
future . What are the top issues you have to 
dea l with over the course of the next three 
to five years? 

STAFF GROWTH LIMITED 

Farley .. ~TA: If I were able to increase the 
size of Qiy internal staff by X number -
because so many ~f my matters are routine 
and on the same level - I could greatly 
reduce my outside counsel budget. If I 
could isolate the types of specialized cases 
that have to go out, that would greatly help 
me. From a company standpoint, the oper- . 
ating bottom line can ' t afford to let me do l 
that, and that puts me in a very difficult i 
dilemma. On one hand I know what is the 
best way to go; on the other hand, I have lo• 
somehow be creative within the budgetary 1 
strictures I have. 

Irving, Duclwssois: It ' s not just a problem 
for public agencies. That 's exactly what I 
think the issue is: We can demonstrate that 
the stuff we keep in-house would cost two 
or two and a half times more if we put it 
outside. If you follow that to its logical 
conclusion, the theory would be to grow j 
the law department and keep more things 
in-house. On the other hand is the reality I 
of the company 's budget and current ~ 
downsizing generally. You have lo overlay 
that on top of the legal cost efficiency. 

'T' ... .... .. .. _ . .... ............ 1 .... . ,1 ... _ ... ..._ ...... ........ 1 .. 



JULY 1994 

between management and outside counsel, 
or managing outside counsel, they will be 
very small and perhaps laymen will handle 
it. However, to the extent they can demon­
strate that they can bring things in-house 
with the same quality of work, there ' s a 
chance for growth or at least stability. 

1Ve11tz, J-le/e11e C11rtis: One of your ques­
tions had to do with the whole issue of 
internal investigations. I believe with the 
sentencing guidelines, with sexual harass­
ment and with other employment issues, 
legal departments will be called on to be an 
internal investigator or at least participate 
in that. What is our role? Who is our 
client? There will be increased pressure 
put on corporations to report violations 
and police themselves. 

Bowe, Encyclopaedia Britannica: I'd like 
to second that. Partly it may be the federal 
sentencing guidelines, partly it's seeing 
some of the government attitudes and reg­
ulations drifting over into the commercial 
practice area from the pentagon procure­
ment area and the reforms that emerged in 
the mid- I 980s. I think we may see a lot 
more of that in the next five years. 

The other trend that will be confronting 
us is the changing business. This has been 
a business that traditionally has been a 
very stable publishing business in the print 
form. When you're talking about putting 
reference works on the Internet for schools 
and libraries later this year, we know that 
we will see demands in the intellectual 
property area that haven't been there 
before. So that will keep our attention 
internally. 

Paige, NutraSweet: We arc making a 
major push to globalizc in the next few 
years, and our lawyers are all over the 
world now. To some extent this is a new 
area for them, and we arc obviously part­
nering up with the best local firms we can 
find. I see that continuing with a lot of 
companies. 

Howell, Quaker: That's one of my biggest 
challenges as we grow disproportionately 
overseas, compared to our history . l 'm 
dealing with transferring lawyers who 
have always been in Chicago to overseas 
locations. We also hired people from these 
foreign countries who we hope will under­
stand how we do business. 

In regard to TOM, al Quaker we call it 
re-engineering, and what that is doing is 
nattening out the organization and taking 
people out of their "functional silos." I'm 
not quite sure bow that works for the law 
department yet, but it's the very fashion­
able thing to be doing at Quaker, and to 
some extent the law department has to do 
it. They' re all part of a number of teams, 
and everybody on the team has to accom­
plish a specific goal, and intentionally the 
lines between the functions from which 
they come are blurred. 

The law department is a bit different 
because we have a fiduciary obligation, 
and there are laws that we have to deal 
with in addition to abetting and imple­
menting some of the business goals. That's 
something we're still working through. I 
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as lawyers. 

Hale, Corporate Legal Times: But you don't 
know exactly how that change will play out. 

Farley, CTA: One of the challenges I 
noticed is the impact of automation. You 
could conceptually design a legal depart­
ment that has very few lawyers, but 
through the use of automation could man­
age many cases. And from a morale stand­
point, which is very important to a legal 
department, it becomes a very complex 
issue when you can eliminate the jobs of 
five, 10, 15 people with one computer. 
We ' re trying to find an answer that is both 
cost effective and yet humane. 

"One of the major changes 
that we've all seen in the 
Internal corporate legal 
environment Is the growth 
In employment law cases. 
That's been a major stlmu· 
lus to growth." 

William J. Bowe, 5 
Encyclopaedia ~ 

Britannica ~ 
~ ,.. .. 
~ 
il: 
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