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What's the Return on Your Investment? 
These Legal Departments Are Proving Themselves to Clients, Demanding More From Others 

Roundtable participants are (left to right) standing: James S . Down
ing, Bridgestone/Firestone Inc.; Marcia E. Doane, Corn Products 
North America; William J. Bowe, Encyclopaedia Britannica Inc.; sit
ting: Roger H. Marks, H20 Plus Inc.; Joel F. Henning, Hildebrandt Inc. 

C O R P O R A T E L E G A L T I M E S 

ROUNDTABLE 
Joel F. Henning, Hildebrandt Inc. (modera
tor): We're here to talk about how to mea
sure the value we add to the company and to 
shareholders, and how we can increase that 
value. But before we begin, describe your 
respective companies and legal departments. 

James S. Downing, Bridgestone/Firestone 
Inc.: We sell tires and provide automotive 
services at 1,500 company-owned stores 
throughout the United States. Our rev
enues are approximately SI.5 billion, and 
we have about 15,000 or 16,000 employ
ees. We have a legal staff at the divisional 
level, with six attorneys and three parale
gals. We're also responsible for environ
mental and real-estate functions. 

William J. Bowe, Encyclopaedia Britannica 
Inc.: Encyclopaedia Britannica has gone 
through a fairly dramatic change in the 
1990s, and the law department very much 
has been a part of that corporate shift in 
response to the changing marketplace. When 
I joined the company, it was a traditional 
print publisher. Today, it is as much of a soft
ware developer as it is a traditional publisher 
of the content. Like the rest of the company, 
the law department has undergone a fairly 
dramatic downsizing, from a high-water 
mark of about seven professional staff to 
three lawyers in-house today with a paralegal 

and virtual legal staff outside the company. 

Marcia E. Doane. Com Products North 
America: Corn Products is a division of CPC 
International Inc. and is in the business of 
making products-namely starches and sug
ars used in various industries-out of corn. 
The legal department of CPC is located in 
Englewood Cliffs, N.J. However, the divi
sional attorneys are located at the manage
ment site of those divisions. So for Corn 
Products, there are two attorneys: myself 
and another individual who functions as an 
operations attorney dealing with the day-to
day issues that come up in our manufactur
ing plants, of which we have three in the 

United States and three in Canada. We also 
have a joint venture in Mexico. 

Roger H. Marks, H.O Plus Inc.: We man
ufacture and retail consumer cosmetic 
products throughout the United States and 
Canada, and we have several stores in 
Argentina. I 'm a one-attorney legal depart
ment, so I get involved in all areas of the 
company, ranging from trademarks and 
contracts to employee-relations issues. The 
legal department oversees the human 
resource function. 

W H O P I C K S U P T H E T A B ? 

Henning, Hildebrandt: In the old days, the 

cost of legal departments was part of the 
corporate or headquarters' budget. That is 
no longer necessarily the case. How do 
each of you handle your pricing? 

Downing, Bridgestone/Firestone: We have 
several methods. The budget for the inter
nal costs of the law department remain at 
the headquarters level. But outside counsel 
fees or settlements are charged to the busi
ness units that incur them. 

For instance, all litigation involving per
sonal injury resulting from service done to 
a customer's car wil l be charged back to the 
individual store where the work occurred. 
Each store wil l have a yearly deductible to 
cover those matters on an individual basis. 
Beyond that, it goes to the district level and 
beyond that, to the zone level. We're essen
tially self-insured. We rarely have a case in 
which insurance plays a role. 

The stores are charged an internal pre
mium for this insurance policy. Anything not 
covered is absorbed elsewhere. We have a 
fair amount of litigation in the employment 
area, and those costs again are pushed to the 
zones or the districts and the stores. But 
when dealing with certain matters that may 
have a legal principle which applies across 
the country, we absorb the costs. It's not fair 
to have one small unit bear that burden. 

We do not keep track of or charge by 
time, but by the case or matter. That's a 
change from years past when it used to all 
stay in the law department. Now that it's 
the responsibility of the business units, 
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"The fully loaded cost of in-house counsel is 29 
percent to 50 percent less than the cost of out
side counsel. That's a significant selling point 
for in-house legal departments." 
-William J. Bowe, Encyclopaedia Britannica Inc. 

there's more interest in these cases and 
how to avoid them. A great deal of princi
ple has gone by the wayside on litigation. 

Bowe, Encyclopaedia Britannica: Like 
other departments in the corporation, we 
are on an annual budgeting cycle. Our 
expenditures are allocated back to the busi
ness units. We have three major business 
units domestically, and offshore we have 
business units in the United Kingdom, 
Northern Europe. France. Italy. Australia, 
the Philippines. Japan and Korea. 

In all of those operations, we make an 
attempt to allocate the legal component of 
corporate overhead back to the business 
units. We have one exception, and that is 
protecting the intellectual property of the 
corporation. We regard that as a corporate 
headquarters responsibility. We don't want 
our local managers unduly concerned 
about the impact of those expenses on their 
day-to-day operations. 

We do not keep time, although we do, as 
part of the budgeting process, look back in 
an attempt to allocate our burden among 
the different units, and the domestic and 
international components. 

Doane, Corn Products: We prepare an 
annual budget as well, and there are two 
components to it. Outside counsel fees and 
direct litigation costs such as settlements 
are charged back to the particular division 
on a dollar-per-dollar basis. The other part 
of the budgeting process involves each 
attorney; at the end of each year, he or she 
estimates a percentage allocation of how 
much time was spent working on matters 

for various divisions. There's a charge
back based on that estimated allocation. 
We do not keep time or charge-back time 
directly to the divisions. 

Marks, H:0 Plus: We also do an annual 
budget. However, we do not charge any 
costs down to the business-unit level. 
There are obvious advantages to holding 
the business units accountable, but I've 
always had some concern of whether this 
would deter the business units from seek
ing legal advice. So the entire budget 
comes out of legal department resources. 

Henning, Hildebrandt: Jim talked about 
how his clients are far more interested in 
what's going on now that certain costs are 
charged right down to the store level. 
Roger raised the legitimate concern that it 
might discourage them from using legal 
services when they should, and as a result 
you could end up spending more money 
because the company is exposed to more 
risks. Where will this trend ultimately end 
up with regard to the concern over discour
aging legitimate use of the legal function 
versus bringing costs down to the user? 

Marks, H,0 Plus: The reason for charging 
business units is to ensure that they are effi
ciently using the limited resources in the 
legal department. I am inundated with all 
sorts of contracts and documents sent to me 
from departments all over the company. 
I've adopted a policy where I ask the busi
ness people initially to review the contracts 
and mention any business-related concerns 
they may have. If I receive a contract and 
there are no comments, I assume that the 
business terms are acceptable. This policy is 
one way of encouraging business units to 
assume some responsibility in their review 
of the documents and to make more effi
cient use of legal department resources. 

Doane, Corn Products: Corporate legal 
staffs have to adopt what's going on in the 
rest of the corporation. As corporations 
continue to downsize and try to figure out 
ways of becoming leader operations, that 
filters into the legal department. 

There are more demands now for 
accountability for expenditures, and the 
trend may be moving in the direction of 
holding people accountable for the corpo
rate resources they use. That's the way we 

do it at Corn Products, and it hasn't 
deterred people from seeking advice. But 
there must be something in place that 
encourages them and maybe even forces 
them to get involved in the process. 

I've used a team approach for major litiga
tion that has a direct affect on Com Products' 
business, and it's very effective. I f the busi
ness people are part of the legal team, espe
cially at the beginning when you're setting 
up strategy and then periodically throughout, 
the litigation runs more effectively. They feel 
invested in the process, and they understand 
how we got to where we are. 

C L O S E N E S S M A K E S T H E H E A R T 

G R O W F O N D E R 

Henning, Hildebrandt: Marcia, you're not 
at corporate headquarters. You're much 
closer to the client. Does the fact that busi
ness people see you more have an impact 
on their willingness to work with you? 

Doane, Corn Products: That has a great 
impact. It's easy for them to work with 
me because they just have to walk down 
the hall. 

Henning, Hildebrandt: If you were in Engle-
wood Cliffs, it might be a different story. 

Doane, Corn Products: Geographically 
and logistically, it is not as easy to reach 
out to those attorneys at corporate head
quarters, but it's part of our function. If a 
business person has a question about, for 
example, intellectual property law, which 
is handled out of Englewood Cliffs, then I 
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ROUNDTABLE 
make sure they come to me with that kind 
of a problem, and that the attorney who 
handles is brought in. Again, we deal with 
it in a group situation. 

Henning, Hildebrandt: Jim, what are the 
costs and benefits on being hundreds of 
miles from corporate headquarters? 

Downing, Bridgestone/Firestone: For our 
type of operation, which by itself is a large 
organization, it's not a disadvantage. In 
fact, it's probably an advantage to be sep
arate from corpo
rate. Most of our ~ ~ — ~ ~ " m m m ~ ~ ~ 
clients are not close 
to any other particu
lar client; the store 
operations are 
spread across the 
country. So there's 
no way we can have 
attorneys anywhere 
that would be par
ticularly close to all 

the clients. 
Firestone used to 

have a centralized law department at cor
porate. Al l lawyers were corporate. Sev
eral years back, we split into 21 operating 
divisions. Now a number of those divi
sions, particularly the large ones, have 
counsel on site. I see a lot of advantages in 
that. First, the law department is no longer 
viewed as a separate department to which 
good ideas go to die. It is an integral part 
of the business; we're working with busi
ness people hourly. 

Secondly, we've developed a relationship 
with our clients from around the country-
there's absolutely no hesitation to contact us. 
We're inundated by phone calls all day long. 

And finally, the idea of pushing down the 
costs has worked for us, i f for no other rea
son than our legal costs have continued to 
decline. Once the client becomes involved 
in the process and understands what's at 
stake, it's much easier to say early on in the 
process, particularly in litigation, "We can 
spend a $100,000 to win this thing, or we 
can spend $20,000 today and be done with 
it. It's your money, what do you want to 
do?" That changes attitudes very quickly. 
It's no longer a fight to the death. 

to your desk. 
Doane, Com Products: As a member of the 
president's senior staff, I find myself 
becoming very involved in what's occur
ring in the business, and all of the daily tri
als and tribulations that have nothing to do 
with the law department. I have to con
stantly remind myself of who is really the 
client-in my view the shareholders of CPC. 

T W O P L A C E S AT O N C E 

Henning, Hildebrandt: When we do a 
client assessment, we often hear that 
clients want lawyers to be part of the busi
ness team. But as the size of legal depart
ments has diminished, there are less legal 
resources to use for non-legal purposes. Is 
that a pressure some of you feel when 

you're trying to 

"A quick turnaround 
time is a great way to 
enhance your client's 
perception of value." 

-Joel F. Henning, 
Hildebrandt Inc. 

PH9701 

Henning, Hildebrandt: A lot of general 
counsel say, " I can manage my outside 
lawyers close to home, at least in this coun
try. But once you get beyond the borders of 
this country, it's a black hole in terms of 
managing them and ensuring that they're 
providing value." Is that a problem? 

Bowe, Encyclopaedia Britannica: It is 
more of a black hole. I've seen black holes 
of a domestic variety as well. Outside the 
country, you don't have direct familiarity 
with the culture's legal system, the time it 
takes for disputes to be resolved and the 
manner in which business disputes tend to 
unfold in terms of cost. However, the fax 
machine, e-mail and other modern meth
ods of communication can bring a busi
ness problem in India or Japan pretty close 

measure value and 
add maximum 
value? 

Marks, H,0 Plus: 
At our company, 
protecting our 
trademarks is very 
important. I've 
made numerous 
presentations, both 
at the corporate 
level as well as to 

store managers out in the field, to ensure that 
all of us are properly using the trademarks, 
and policing and protecting them. In the 
long run that saves time; I don't have to 
repeatedly correct people within the com
pany on proper internal usage of the trade
marks. So we address recurring problems by 
holding educational compliance seminars or 
issuing guidelines. 

Henning, Hildebrandt: But do you often 
get the sense, as I get from many lawyers 
inside companies, that, " I understand how 
important preventive law. and compliance 
and training programs are for the clients' 
education, but I 'm dancing as fast as I can." 

Marks, H,0 Plus: There's no question that 
it's a balancing act. There are a number of 
preventive practices I would like to engage in 
at our company, but at the same time, there 
are more immediate priorities. You're trying 
to balance preventive practice programs with 
all the day-to-day issues that arise. 

Henning, Hildebrandt: Jim, there is a lot of 
preventive training and education you 
could do at the store level, where you're 
dealing with employees who are probably 
making close to minimum wage but are 
doing very important things, such as 
replacing wheels on cars. How do you deal 
with that? 

Downing, Bridgestone/Firestone: We deal 
with it by wishing we could do something 
about it. We have a very small legal staff 
for an organization of this size. Most days 
are spent putting out fires. 

Another topic that was mentioned earlier 
that I want to address is the idea of counsel 
being at the business site rather than at cor
porate headquarters. It does create tension. 
For instance, I directly report to the presi
dent of the division. However, I have a 
heavy dotted line to the corporate general 
counsel. It is a balancing act trying to serve 
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two masters, if you will . We're so involved 
with the business aspect, and our bonuses 
are linked to the division, that it gives us a 
different perspective. I am in favor of hav
ing a centralized law department for report
ing purposes, but geographical dispersion 
for where lawyers are physically located. 

Bowe, Encyclopaedia Britannica: On the 
one hand, lawyers are expected to gain a 
closer degree of familiarity with the business 
issues of the day, and yet they also have a 
separate requirement for independence. That 
is a constant tension. I always try to make 
sure that I and my staff are clear about com
ing down on the independent counsel side of 
that mix. While we have become increas
ingly immersed in direct communications 
with our business clients throughout the 
company, we try to be very clear that the hat 
we're wearing is not a business hat in the 
sense of pushing a business decision one 
way or the other, but rather to stop at what I 
hope is still the traditional stopping point of 
independent legal advice. 

Henning, Hildebrandt: This dotted 
line/solid line issue is one that comes up all 
the time. Is it an important issue and, i f so, 
how should it be handled? 

Marks, H.O Plus: Because our company is 
relatively small, we're not faced with that 
issue. I have a direct reporting relationship 
with both the president and the chairman, 
so I don't have dotted reporting relation
ships to any of the business units. I don't 
have the tensions and conflicts that might 
unfold if that were the case. 

Doane, Com Products: I have a direct line 
reporting to the legal department and a dot
ted line to the president of Corn Products. 
The strong direct line to the legal depart
ment helps me maintain independence, and 
the dotted line to the president always 
reminds me that there is a client to whom I 
have to provide good service. 

P R O V I N G Y O U R W O R T H 

Henning, Hildebrandt: One might say, 
dotted line, solid line-that really isn't the 
issue. The issue is does the client-the head 
of the business units, the CEO, the board 
or the shareholders-recognize that we, the 
lawyers, add value to the company? How 
do you market yourselves with regard to 
that issue? 

Bowe, Encyclopaedia Britannica: For me, 
the starting point is, what's the legal 
department's return on investment? That's 
the way the other business elements of the 
company are looked at. 

I think of it in terms of a fraction. The 
numerator is the returns you get in terms of 
damage recoveries and-more importantly 
for many law departments-the limitation 
of exposures, either their reduction or out
right elimination. 

The denominator is. what does it cost the 
law department internally and in terms of 
outside expenses to achieve that ratio? 
We've never been a profit center in a strict 
sense; I don't think we ever will be. But 
that ground is changing as more aggressive 
intellectual property litigation opens up an 
opportunity for recoveries that tradition
ally were not there. 

We are always telling our clients where 
exposures are and what worries us on a 
monthly or quarterly basis. We recently set 
up an intranet that permits us, for the first 
time, to get our message out on a variety of 
legal and policy topics, from e-mail usage 
and electronic communications policies to 
anti-discrimination policies. A strong com
munication process is essential to having 
your client believe it is getting a return on 
its investment from the legal department. 

Doane, Com Products: In terms of send
ing out reports and using e-mail and the 
like, I've often thought about other more 
visible ways a legal department could 
demonstrate its value to the client. When
ever I 'm tempted to do something like that, 

I always come back to my fundamental 
belief that there's no substitute for sucess 
and working closely with the client. I f I 'm 
consistently achieving results in a way 
that's an integral part of the management 
team and keeping the business moving for
ward, people wil l see that on a daily basis. 

Henning, Hildebrandt: We hear the same 
argument from outside lawyers in private 
law firms. They say all of this marketing 
stuff is not only undignified, but it's no sub
stitute for just doing good work. But the 
overall movement toward sophisticated 
marketing requires almost all law firms that 
want to remain competitive to get into it. 

Doing good work is your ante. I f you 
want to play a poker game, the client will 

expect you to do good work. But the fact is, 
you have to market yourself as well. Out
side lawyers would like to see more out
sourced business, and there are tremendous 
internal pressures to reduce the legal func
tion. So there are defensive reasons for mar-
keting-to increase your perceived value. 

Doane, Com Products: I agree with you 
that doing good work is a given. A client 
has the right to expect that the work either 
inside or outside counsel does will be tech
nically correct and accurate. I 'm referring to 
the relationship aspect of what we do. I f 
you're doing good work in a vacuum, you 
have reason to be concerned about your job 
security. But i f you are doing good work in 
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RMJNDTABLE 
a way that's perceived to be part of the busi
ness management team and the solution to 
the problem by meeting business goals and 
moving them forward, it speaks for itself. 
I 'm old-fashioned about this. 

Henning. Hildebrandt: As are a lot of 
lawyers in outside law firms. 

Downing. Bridgestone/Firestone: It's 
politically smart to market the law depart
ment, but I have not done that. As a matter 
of personal satisfaction. I would prefer to 

aid a person out there in the firing line who 
has a legal question, needs help and has 
nowhere else to turn. I f I had more time, 
my next priority would be to do proactive 
things for that person. 

As I look around the corporate environ
ment, many other departments spend a great 
deal of time marketing, and in my opinion 
it's form over substance. It's a smart politi
cal thing to do; I just choose not to do it. I 
prefer just to do good work. If they like it, 
they like it. I f they don't, you won't either. 

Bowe, Encyclopaedia Britannica: There's 
one traditional advantage that remains 
very important. I've seen various surveys 
showing that the fully loaded cost of in-
house counsel is 29 percent to 50 percent 

A n h o u r i s n ' t w h a t i t u s e d t o be. 

less than the cost of outside counsel. 
That's a significant selling point for in-

house legal departments. It's important 
that business unit managers understand 
that equation, because ultimately it affects 
not only their business unit profits, but the 
company as a whole. 

Henning, Hildebrandt: To further provoke 
you, our most recent studies indicate that 
those very dramatic in-house cost savings 
disappear as a legal department matures. I f 
you hire a third- to fifth-year associate to do 
work in-house. a third- to fifth year associ
ate at an outside firm costs 50 percent more. 
But 10 or 15 years later, that hire is being 
paid a significant salary and may very well 
be doing the same level of work. A very 

close make-buy analysis is required to deter
mine whether something can be done signif
icantly less expensively inside. 

Marks, H,0 Plus: I have a slightly different 
perspective on demonstrating value and 
indirectly marketing yourself to your corpo
rate client. Where I work it's important to be 
perceived as wearing more than one hat. 

A while ago, we were setting up opera
tions overseas. There were all sorts of legal 
issues and non-legal issues that had to be 
addressed, such as deciding what kind of 
legal entity we would have, negotiating 
employment contracts, opening bank 
accounts, hiring a bookkeeper, dealing 
with transfer pricing regulations, product 
labeling issues and real estate issues. 

This was a situation where the company 
could have sent a business person and a legal 
person overseas to handle all of these various 
tasks, however I assumed the responsibility 
not only of addressing the strictly legal 
aspects of this particular project, but also the 
administrative and financial aspects. This 
produced a very tangible savings to the com
pany because it reduced travel costs by a sec
ond person, as well as the valuable time that 
would have been consumed by that person 
having to travel overseas. It would have been 
difficult for the company to send a business 
person overseas to handle the legal and busi
ness aspects, but a legal person could handle 
all these various tasks. In-house lawyers can 
demonstrate their value to management (and 
produce some real savings) by wearing more 
than one hat. 

Downing, Bridgestone/Firestone: The 
overriding issue is not the money. It's head 
count. So I haven't found it effective to 
market the cost savings. 

R E A D I N G B E T W E E N T H E L I N E S 

Marks, H.O Plus: How do you put a dollar 
value on a lawsuit that never comes into 
being, because in-house counsel enacted 
some compliance procedure that prevented 
someone from making a mistake? 

Downing, Bridgestone/Firestone: We use 
every opportunity to show our manage
ment headlines of judgments assessed 
against our competitors. "We got out of 
this thing for $1 million, they just got 
tagged for $40 million, aren't we bright?" 
The general reaction is. "That's your job." 
But we do use it as a marketing device. 

Bowe, Encyclopaedia Britannica: It is a dif
ficult problem. Over the years, first in print 
and then more recently in software, Britan
nica has had counterfeiting and piracy prob
lems. We put resources from the law depart
ment into protecting our core intellectual 
property assets. It's easy to see that money 
go out the door, but it's not always as easy 
to demonstrate the enforcement return to the 
company. That's largely a question of edu
cation and managing expectations. 

Doane, Corn Products: I do a fair amount 
of compliance training programs. The 
feedback I get from those is not immedi
ately after the program. But I hear on a 
reoccurring basis, " I had a situation like 
the kind of thing we talked about in your 
compliance seminar, and I felt good 
because I knew how to deal with it " Thai 
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"Doing good work is your ante. If you want to 
play a poker game, the client will expect you 
to do good work. But the fact is, you have to 
market yourself as well." 

-Joel F. Henning, Hildebrandt Inc. 

is a tangible return, because I know the 
problem has been dealt with, and it won't 
turn into a mess in the future. 

E N F O R C E R / B U S I N E S S P E R S O N 

Henning, Hildebrandt: Now, at least two of 
you deal with intellectual assets in your 
company. and intellectual property is at the 
very heart and soul of your business. Is there 
a legal responsibility to manage intellectual 
property assets, to keep management 
informed of what assets aren't adding value 
and should be abandoned, licensed or used 
in some better way? Did any of you get 
involved in that as a way of adding value? 

Marks, H20 Plus: I get extensively involved 
in that. We have trademark applications and 
registrations in 40 countries, so this is an 
ongoing process. Our mark has encountered 
a number of problems overseas and, to some 
extent, domestically because of the generic 
aspects of H:0 designating water and the 
word "Plus." So in the trademark area, reoc-
curring problems make it essential that I 
meet with our management and make sure 
everyone's on the same page regarding how 
we want to use our trademarks in the United 
States and overseas. 

Henning, Hildebrandt: Do they look at 
you as sort of the head man on the man
agement of these assets, as well as the 
legal protection of those assets? 

Marks, H:0 Plus: They do. I 'm not sure 
that everyone in the company has the com
plete sensitivity of policing and protecting 
the trademarks. Because we are a thinly-
staffed organization, it's even more incum
bent on me to make sure that both the busi
ness and the legal aspects are at least dis
cussed with all of our management. 

Bowe, Encyclopaedia Britannica: At Bri
tannica. the legal function is where the 
intellectual property management is con
centrated. It is not unusual to have busi
ness unit managers, particularly outside 
the United States, who want a full range 
of trademark registrations, from more 
important, well-known marks to lesser-
known marks of a more marginal value. 
Their view is. why not register it all? We 
do have a very important role in trying to 
put a price tag, in terms of cost and dimen
sion of attention, on the management of 
those marks, and to winnow out those 
costs that really are not justified. Some
times we get into arguments about that, 
but the legal function is the best place for 
it to come together. 
Marks, H.O Plus: The trademark costs can 
be phenomenal in terms of the registration 
process overseas and using foreign associ
ates. So it's particularly important to educate 
your management on the benefits of apply
ing for a mark and how that translates into 
the costs and future protection of that mark. 

E X A M P L E S O F A D D I N G V A L U E 

Henning. Hildebrandt: Could each of you 
give one specific example of how you've 
concretely added value? 

Downing. Bridgestone/Firestone: We've 
had a lot of employment litigation over the 
years. Within the last three years, we've 
imolemented three steps that have 2one a 

long way in reducing costs. One is that 
we're shoving costs down to the operating 
division, so they think twice about making 
emotional decisions regarding termina
tions. Secondly, we've always had a sever
ance pay plan when someone goes out the 
door. But we never had a release as a pre
condition, so now we do. Thirdly, we've 

implemented an alternate dispute resolu
tion system, so that all employment mat
ters are mediated and arbitrated instead of 
going to court. 

Henning, Hildebrandt: That's not only an 
economic value, but clearly a value in 
terms of company morale, because every 

time an employee leaves, there isn't a dis
pute and/or a lawsuit. 

Bowe, Encyclopaedia Britannica: We've 
had a recent example of a relationship with 
a law firm that was a bit unusual and rep
resents the kinds of flexibility you see now 
in the marketplace for legal services. 
Before Britannica was sold a little over a 
year ago, it sold its product through the 
direct-selling method and financed the 
purchases of its customers. So it had a very 
large accounts-receivable portfolio. I f you 
looked at the company's balance sheet, 
you'd say that it really wasn't a publisher 
as much as a finance company. 

As the company, responding to changes 
R O U N D T A B L E continued on page 40 
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C O R P O R A T E L E G A L T I M E S 

R0UNDTABLE 
in the marketplace, began to change the 
way it did business, we found that we 
needed a very intimate involvement on the 
part of outside lawyers to assist us in man
aging the substantial and complicated pro
cess of shifting out of the receivables-
financing business. The company received 
a good fee arrangement after discussing 
this issue, and for an extended period of 
time we had total immersion on the part of 
the outside legal counsel involved in this 
process. At the end of the day, we had not 
been required to hire internal legal staff, 
and we'd gotten spectacular service from 
one of the company's long-time suppliers 
at a very attractive price. That kind of 
thing would not have been possible five or 
10 years ago. 

Doane, Corn Products: As in-house coun
sel, we're uniquely positioned to see those 
kinds of problems that cut across different 
department boundaries, cost the company 
a lot of time and/or money and are of a 
recurring nature. In-house counsel must be 
very proactive, identify those recurring 
problems and reach across department 
boundaries to pull together the appropriate 
people to resolve the problem. 

When you do that, it opens the lines of 
communication across departments and 
the further definition of people's roles and 
responsibilities, including the legal depart
ment, which deals with the problem when 

"In-house lawyers can 
demonstrate their value 
to management (and 
produce some real 
savings) by wearing 
more than one hat." 

-Roger H. Marks, 
H,0 Plus Inc. 

it arises. Sometimes it's resulted in my 
providing a user-friendly legal form or 
checklist, or maybe it identifies for me an 
area of training. 

Most of the problems that come in our 
door as in-house counsel are not legal 
problems in the true sense of the word. 
What we see 99 percent of the time are 
business problems with legal implications. 

Marks, H,0 Plus: Many times, managers 
come into my office with issues that may 
have legal overtones. But what they're 
really looking for is input on an approach 
to a business problem. One can add value 
there by acting as a problem-solver. My 
role as in-house counsel goes far beyond 
strictly rendering legal advice to the com-
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pany. I also must help people walk through 
problems and address approaches that in 
the end may have nothing to do with legal
ities. But that is not recognized when they 
initially come into the office. 

Having an involvement in a number of 
departments within the company enables 
in-house counsel to see a problem from 
many perspectives. Sometimes there are 
conflicts between the needs and objec
tives of one department and another. 
Therefore, being able to recognize and 
resolve those conflicts can add value to 
the legal function. 

Another way of demonstrating real 
value to the corporate client might be, for 
example, the use of outside counsel and 

enacting alternative billing strategies that 
can have very tangible reductions on legal 
costs when compared to strict hourly 
billing. There's a number of different areas 
where one could demonstrate value. 

Henning, Hildebrandt: Another important 
area is turnaround time. Whenever we do 
client assessments, that's the big com
plaint. And a quick turnaround time is a 
great way to enhance your client's percep
tion of value. 

How do you impart to your lawyers how 
important it is not to write a legal treatise 
before responding? 

Downing, Bridgestone/Firestone: I don't 
hire lawyers who don't share that view
point. Every lawyer in my organization 
realizes how important it is, but we're also 
realistic. We'll ask the client, "How soon 
do you need this?" Depending upon the 
answer, we'll do it right then. I f we can't 
do it, we will not hesitate to ship it out 
immediately. Fortunately we have very 
good relations with some good firms that 
understand the same thing, and they'll get 
back to us quickly. 

O U T S I D E C O U N S E L : G O O D TO T H E L A S T D R O P 

Henning, Hildebrandt: How do you get 
value from your outside counsel? 

Marks, H,0 Plus: Create a partnership with 
your outside law firm. It's important that 
they have some understanding of your busi
ness, so that when you present them with a 
legal issue, it's not viewed strictly in an aca
demic sense. I f they have background 
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"It's politically smart 
to market the law 
department." 

-James S . Downing, 
Bridgestone/ 
Firestone Inc. 

knowledge of the company, the advice they 
render will likely be more pragmatic and 
useful to your business objectives. 

Henning, Hildebrandt: What's your 
responsibility in establishing that partner
ship, and what's their responsibility? 

Marks, H,0 Plus: It is very important to 
have a substantial involvement in all 
aspects of a project assigned to outside 
counsel. For example, in the litigation con
text, I get involved in staffing a case, dis
cussing alternative strategies, obtaining a 
budget up front so 
that our manage- — — m m m m m ^ — 
ment can weigh 
the costs of litiga
tion against any 
settlement alterna
tives, and just 
keeping the litiga
tion well-focused, 
defined and on 
track. I want to 
ensure that they're 
looking at what it 
is we want to 
accomplish out of the litigation, rather than 
escalating it into something that wil l cost 
the company a lot more money and may 
not achieve the original objectives. 

Henning, Hildebrandt: What do you do 
to ensure that outside counsel learn 
about your business, but not necessarily 
on the clock? 

Marks, H,0 Plus: Lunches are a good 
occasion to meet with the attorney-
hopefully, without being charged for it 
-because it gives you an opportunity to 
explain your company, its background 
and some of the personalities that 
you're dealing with. When a problem 
comes up, they'll have a better sense of 
the corporate culture and your com
pany's operations. 

Downing, Bridgestone/Firestone: I remem
ber not more than five years ago approach
ing one of the premier law firms. There was 
really no discussion of any alternate billing 
arrangement. Their hourly rate was what it 
was, they provided great service and were 
efficient, and they were somewhat offended 
that the topic even came up. Today, any
thing's fair game. You can work out fixed 
fees, contingencies, reduced hourly rates, 
etc., but the most important thing is the rela
tionship, and that just comes over time. 

How do they know your business? Any 
law firm working with a company for the 
first time should come in to spend half a 
day with you. After that, it's the chemistry. 
When it's there, it's great, because they're 
on the same wavelength. They know when 
I ask a question, I don't want a law review 
article. I don't care how right their people 
are, I just want the answer yesterday so I 
can do something with it. The hourly rate 
portion is fairly meaningless. I get some of 
my best service from the lawyers with the 
highest hourly rates, because they wil l tell 
me in 30 seconds what a younger associate 
could take the day to research. 

Henning, Hildebrandt: So what you're 
savins, and I hear this so much from cor

porate lawyers, is " I don't care what the 
hourly rate is if I can get the answer while 
I 'm on the phone." 

Downing, Bridgestone/Firestone: The 
hourly rate's only half of the formula. 

Marks, H,0: One of the things I find very 
important and I communicate to outside 
counsel is, I basically prefer the outside 
advice to be delivered verbally rather than 
in writing and confirming memos. That not 
only reduces the legal costs, but it enables 
me on the spot to ask the quick questions 

and reach a resolu-
— — — tion. It's in-house 

counsel's role to 
take that informa
tion and translate it 
into meaningful 
terms for the man
agement. 

Bowe, Encyclopae
dia Britannica: We 
all understand from 
our practices that 
c o m m u n i c a t i o n 

between in-house counsel and the outside 
law firm is essential to a good business and 
legal results at the end of the day. The way 
in which that communication takes place 
has been changing fairly dramatically over 
the last years. We have seen the fax come 
into widespread use on both ends. E-mail 
hasn't made a complete entry yet into use 
by both outside and in-house counsel, 
although corporations are fairly well-net
worked and highly reliant on e-mail com
munication. But due to the confidential 
nature of legal communications and the 
lagging technology in some law firms, you 
don't see that easy flow. 

I f I were to put my finger on a trend that 
wi l l break down that remaining wall, it 
would be the encryption technology that is 
now within reach from a price and security 
standpoint. In terms of complexity, it is 
like using a VCR to record your favorite 
program. Once the link becomes more 
secure, we will see a level of communica
tion and efficiency that's dramatically 
beyond what even we've become used to 
in the last few years. 

T E C H N O L O G Y 

Henning, Hildebrandt: How do you 
encourage outside firms to make an invest
ment in technology or take the time to 
understand your business? 

Doane, Corn Products: The marketplace is 
convincing them. 

Bowe, Encyclopaedia Britannica: Just as 
the law firms followed their clients as their 
clients' businesses became globalized, so 
they wil l follow the clients in terms of the 
sophistication of communications media. 

Henning, Hildebrandt: While we're on the 
subject of technology and the added value 
it offers, how do you keep from paying 
again and again for re-inventing the wheel? 

Bowe, Encyclopaedia Britannica: One 
thing that helps are legal research 
resources. I 'm not referring to an in-house 

R O U N D T A B L E continued on page 42 
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C O R P O R A T E L E G A L T I M E S 

R9UNDTABUE 
file of memoranda, but to the resources 
available on the Internet. 

Before coming over here today, I printed 
out my Netscape bookmark section of 
legal research web sites. There are proba
bly about 50 on my list, and a variety of 
those are very specific in their focus on 
intellectual property issues, be it patents, 
trademarks, trade secrets or copyright, 
which is a big part of our life at Britannica. 
Those are now available at your desktop. 

Marks, H.O Plus: I find a direct approach 
with outside counsel often works. Ask 
them. "Is this something you've done 
before?" Because i f they don't have the 
experience or have not done it before, then 
1 need to reconsider whether it is the right 
law firm for the particular project. I've 
also found using computer technology and 
subscribing to a number of online legal 
services can be extremely helpful in terms 
of pulling things off of the Internet. We 
can get free advice from legal counsel in 
other jurisdictions where we may have 
problems or just simply keep current with 
regulations that affect our industry. 

Henning, Hildebrandt: Have any of you 
established intranets with your outside 
counsel or other arrangements that would 
add value, such as obtaining access to the 
work they've done for you? 

"Any law firm working 
with a company for the 
first time should come 
in to spend half a day 
with you." 

-James S. Downing, 
Bridgestone/Firestone Inc. 

Downing, Bridgestone/Firestone: We've 
done that very recently, and we now are 
linked on an e-mail system, not only 
among our internal lawyers, but to a great 
number of our outside counsel through 
Lotus Notes. We selected Lotus Notes 
because of the security available through 
encryption. 

I've only used it for two or three weeks, 
and it's like magic. Your outside counsel 
can write you a memo, "Here's the motion 
we're planning to file next week," and then 
you see a little icon, click on it and the 
thing pops up like magic. You can look at 
it quickly, edit it i f you want and send it 
back. The other nice thing about it is you 
can communicate around the clock. In our 
company, the law department is far ahead 
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of the business units when it comes to 
using the e-mail system. 

Bowe, Encyclopaedia Britannica: For 
those without Lotus Notes, such as our 
shop, we found that Pretty Good Privacy is 
emerging as a standard for encrypted busi
ness communications. It's been a very 
good tool and widely available. 

G O I N G T H E E X T R A M I L E 

Henning, Hildebrandt: Are law firms more 
sensitive to this issue of value, not neces
sarily just price, discounts or piece work? 
When they come to you to make pitches, 
do they describe how they can add value? 

Marks, H.O Plus: Our intellectual property 

firm provided me with a free set of books 
authored by one of their partners. It has 
served as an excellent resource tool. The 
firm demonstrated that they were trying to 
assist me and the in-house legal function in 
rendering trademark advice. I put a high 
premium on those firms that are commit
ted to expressing an eagerness to work 
with me and control costs, and providing 
those books is a prime example. Other
wise, I would have had to do research or 
possibly call them to ask them a question. 

Doane, Corn Products: I want my outside 
counsel to keep abreast of what's going on 
in the business. When they call me. they 
should express interest keeping abreast of 
what's going on. They should be aware 
that we're in a cost-cutting mode and 
proactively come up with creative solu
tions. I f they do that, it demonstrates that 
they want to provide value to me. 

DON'T T A K E M E F O R G R A N T E D 

Henning, Hildebrandt: When we do client 
assessment for law firms, sometimes cor
porate clients wi l l say, "We've used that 
law firm a long time, and they clearly are 
excellent lawyers and provide high-quality 
service, but they're beginning to take us 
for granted." What do you do about it? 

Downing, Bridgestone/Firestone: I've had 
that experience and I convinced the corpo
rate general counsel that we shouldn't be 
using that firm exclusively. The matter 
resolved itself. 

This may sound old fashioned, but 
within a law firm there is typically a spec-
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trum of attitudes relating to client service. 
For example, I can literally get in touch 
with an outside labor attorney I work with 
any hour of the day or night, as he can with 
me-by home phone, office phone, pager 
or fax. I know he's in contact and wil l 
respond immediately. There are others-
typically younger lawyers who have a little 
more aloof opinion of themselves-who 
are not quite as service oriented. It's a 
mixed bag. You can't say one firm offers it 
and another doesn't. 

Bowe, Encyclopaedia Britannica: It's a 
little bit like Michael Jordan saying some 
of the younger players don't always 
remember that the fans are pretty impor
tant to the game. 

Henning, Hildebrandt: One of the things I 
heard recently in a meeting with general 
counsel was that they find they will always 
get value-added service and a fast response 
from the responsible partner or that small 
group within the law firm who is on the 
team. But when they need specialized ser
vice from another lawyer in the firm, they 
feel as i f they're being taken for granted. 

It is often a function of the compensa
tion system within the law firm. "It's 
worth more i f I am working on my clients 
or even trying to find new clients, rather 
than working on my partner's clients. 
Therefore, I may do it, but I 'm not giving 
it that much attention because Bridge
stone/Firestone or Encyclopaedia Britan
nica isn't my client." Do you ever 
encounter that attitude? 

Downing, Bridgestone/Firestone: I've 
encountered it in the past, but again it's a 
mixed bag. I've also encountered those 
truly responsive attorneys. They will go 
out and do whatever it takes-browbeat, 
intimidate, or threaten others-to convince 
them we are just as important to them as to 
the billing partner. 

Bowe, Encyclopaedia Britannica: We've 
seen that from time to time, but one of the 
trends in our consumption of legal services 
is that we have increased the number of 
firms which are providing specialized ser
vices, so we're far less of a one stop shop 
then when I entered EB as general counsel. 
Now when we have a specialized legal 
matter, we're likely to work with a firm or 
a lawyer at a firm that is highly focused on 
that and appreciates the business. 

L I N E S O F C O M M U N I C A T I O N 

Henning, Hildebrandt: Is it appropriate to 
inquire of your current outside counsel or 
those looking for business from you about 
their infrastructure-their compensation 
system, for example? 

Bowe, Encyclopaedia Britannica .That's 
their business, and if the way they organize 
their business isn't to our liking, we vote 
with our feet. 

Henning, Hildebrandt: But wouldn't 
you find i f you went into your business 
units, that when your business people 
are looking for preferred providers, ven
dors or suppliers, they look with a great 
deal of intimacy at the infrastructure of 
those offices? 

Doane, Corn Products: It's a legitimate 
area of inquiry, but after all is said and 
done, it comes down to the individuals, the 
personalities, how closely they want to 
work with you and how willing they are to 
marshal the resources of people in the firm 
to work on your business. 

Marks, H,0 Plus: Market forces are mak
ing firms far more competitive and, there
fore, more responsive to the corporate 
client. They recognize that i f the corporate 
client is not getting the kind of service they 
want, they could easily switch firms. So 
the market factor dictates that the service is 
generally good, or there's a recognition 
that we could go elsewhere. 

Henning, Hildebrandt: How many of you 
have had outside counsel, in the interest of 
measuring the value they're contributing 
to you, come to you on a formal systematic 
basis, and sit down or hire outside consul
tants to sit down with you and ask, "How 
are we doing?" 

Downing, Bridgestone/Firestone: I have 
only had experiences like that with two 
firms. It is not a common practice. 

Marks, H20 Plus: I have not found that to 
be the case, but at the same time, I often 
pre-empt that by letting the partner or asso
ciate know how they're doing. 

Bowe, Encyclopaedia Britannica: There is 
always a matter of direct and fairly regular 
communication between myself and the 
senior lawyers in the firms we're working 
with. So I like to think that we both know 
how the relationship is working, because 
that's our business to be close and fix it i f 
it goes wrong. 

Doane, Corn Products: No one has come 
to me in a systematic fashion, but I give 
feedback on a fairly regular basis. That's 
not to say, being as busy as we all are, 
that I wouldn't appreciate a call from out
side counsel from time to time. I would 
like tobe asked, "Is there a way I can do 
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R0UNDTABLE 
things better?" 

Downing, Bridgestone/Firestone: There 
are also certain things the inside people 
can do. It may sound a little hokey, but 
it's very well-received and effective. 
When a case is handled well for us, par
ticularly when it's done by a younger 
associate, I make it a point to call them up 
directly and express my appreciation for 
what they've done. 

In my subsequent conversations with 
managing partners, they've said, "You 
can't imagine how appreciated that was, 
because they typically don't hear good 
things about what they do." But the payoff 
on that is the next time you make the 
phone call and you've got something hot, 
they feel fired up to go that extra mile. It's 
the golden rule in action. 

Bowe, Encyclopaedia Britannica: Most of 
our conversation has been focused on the 
nuts and bolts and businesses aspects of 
managing the in-house/outside counsel 
relationship and other internal relation
ships. But there is nothing more personally 
rewarding than a good working relation
ship. The results may not always be as 
good as the relationship, but it is profes
sionally deeply satisfying. 

S E L F - A S S E S S M E N T 

"A strong communication 
process is essential to 
having your client believe 
it is getting a return on 
its investment from the 
legal department." 

-William J. Bowe, 
Encyclopaedia Britannica Inc. 

Henning, Hildebrandt: I 'd like to turn 
once again to your internal legal func
tion. Do you systematically ask your 
clients how you're doing and how you 
can do better? 
Doane, Corn Products: From time to time 

I do. That's why it would be nice for out
side counsel to do it as well. Everyone 
needs feedback to help them identify those 
areas that need more attention. 

Marks, H,0 Plus: I don't do it in a direct 
manner, but I make on-site visits to the 
business units and maintain a visible pres
ence. Questions pop up when I pass by or 
stop in someone's office, and I always 
wonder whether those questions would 

otherwise filter down to the legal depart
ment. My hope is that by maintaining that 
visible presence, they will see value and 
tell me i f there are certain things they want 
to see done. 
Bowe, Encyclopaedia Britannica: We're 

not large enough to undertake formal 
client surveys, either on our own initiative 
or through outside consultants, but we talk 
informally with clients and regard that as a 
requirement of the management of the 
legal function. 

Downing, Bridgestone/Firestone: Our pro
cess to date has been informal. There's 
constant communication with the client. So 
if there are problems, you'll find out about 

them quickly. But I believe this year, we 
will actually start a formal client survey. 

Henning, Hildebrandt: Given that 90 per
cent of the relationship between your legal 
department and your major client is high 
quality and very satisfactory, what would 
we hear from your clients i f we asked them 
about their biggest frustration? 

Downing, Bridgestone/Firestone: I 'm fairly 
certain it would be, "We want it quicker." 

Bowe, Encyclopaedia Britannica: For us, 
it's the classic problem of the lawyers 
sometimes being in a gray area of the law 
and not having a yes or no answer. It can be 
frustrating if you're a business manager. 

Henning, Hildebrandt: It's on-the-one-hand 
and on-the-other-hand sort of problem? 

Bowe, Encyclopaedia Britannica: Yes. 

Doane, Corn Products: I f I ask that ques
tion of my clients. I think they'd say, "We 
want quick-and-ready answers for our 
legal problems." I need to be very accessi
ble, let them know if I don't know and let 
them know that I wi l l get an answer to 
them pretty quickly. I need to have the 
support to do that. 

Marks, H20 Plus: I would also share what 
has been said about turnaround time, par
ticularly as a one-attorney legal depart
ment where I 'm balancing so many pro
jects at one time, and there's only one of 
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