Innovation as a
Performance Indicator

By Richard G. Stock, M.A., FCIS, CMC, Partner with Catalyst Consulting

This is the fourth in a series of articles about how corporate and government law departments
can improve their performance and add measurable value to the organizations

Why change anything in a law department when nothing is wrong? Work is plentiful, most of it
is interesting and the other departments genuinely appreciate the contribution of the in-house
counsel and have no real complaints.

Innovation in legal services is not invention. It is
about introducing something new that perhaps
has been done elsewhere. Or it is about improv-
ing what is being done and the way it is being
done. Legal professionals do this by inclination
and training.

Over the last 5 years, I have noticed that more
law departments have formal, annual business
plans in place than in the early 2000s. Some are
developed from the bottom up after consulting
the members of the department. However, not
enough of these seem clearly aligned with the
company’s corporate business plan and operat-
ing priorities. All the boxes are ticked, but it is
difficult to see how the legal team leverages its
knowledge of the company and its skills to add
value in the company. There is lots of activity,
but the strategic impact of the plan is indirect at
best.
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By definition, a key performance indicator
(KPI) is designed to focus resources on priori-
ties that will make a difference to the company
and to those who rely on the law department.
The earliest editions of performance plans for
law departments always contained activities to
improve service levels and overall satisfaction
with the law department. This was pretty
much the same basic approach that one would
expect from a law firm.

The next generation of business plans saw the
introduction of KPIs tied to corporate targets.
These were more sophisticated in that they in-
cluded contributions to specific projects, con-
trolling the cost of external counsel, and de-
veloping the capabilities of senior members of
the law department. Every one of the objec-
tives had an innovation component. Innova-
tion was embedded and assumed in the initia-
tives or actions supporting other KPIs like effi-
ciency, cost-reduction, technology and knowl-
edge transfer.

Yet in the last 4 years, I have come to the con-
clusion that having a stand-alone KPI for in-
novation, as well as having “innovative” activi-
ty supporting other KPIs, is well worth it. This
is not because law departments need a longer
list of things to do or to measure. Instead, an
innovation KPI requires that the leadership
and members of the law department actually
discuss innovation, develop initiatives that
make a difference in the company, and then
invest the resources to make this happen.

There are several categories that should be

priorities for innovation in the law depart-

ment. These include:

« shifting more of the resources from daily op-
erational support of business units to devel-
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opmental and corporate projects that the
company regards as priorities

- insuring a much greater self-sufficiency of
business units with a combination of train-
ing, systems, templates and a more limited
role in contract reviews, all with a view to
boost the available capacity of the law de-
partment by 25 %

. abandoning hourly-based legal work in
favour of performance-based fees for exter-
nal counsel

- making sure that the lawyers and other
members of the law department have sub-
stantially challenging work most of the time

. raising the proficiency of the department’s
lawyers in skill areas: leadership, business
negotiations, and project management — all
intended to ensure that they are not “strictly
legal” as time goes on

Innovation has several beneficial side effects:
it demands creativity; it depends on discipline
to execute the initiatives; and it is transforma-
tive. Moreover, innovation is interesting — far
more than working faster or longer hours or
getting greater discounts from law firms.

For the most part, the best innovations for a
law department are externally focused. They
are dedicated to corporate projects and to the
priorities of the business units rather than to
the internal workings of the law department.
Successful innovation answers he question
“What difference do the lawyers make?”

Many legal trade associations now have na-
tional and international awards available for
law departments that innovate. Service and
adaptability can be replaced by innovative
contributions on multiple fronts as the hall-
mark of law departments determined to add



value. May the best innovators win.

Adapted from an article of the same name
published by Lexpert in April 2015.

About the Author

Richard G. Stock, M.A., FCIS, CMC is a part-
ner with Catalyst Consulting and is based in
Canada. The firm has advised corporate and
government law departments in 20 countries
since 1996. Clients include: Shell, Heineken
USA, The Judge Advocate General, Pearson
Education, Toyota, SNC Lavalin, Bombardier,
National Bank of Canada, TD Bank, Estée
Lauder, Intact Financial Services, Ontario
Power Generation, DocuSign, Charter Com-
munications, United Steel Workers Benefit
Funds, Air Canada, John Deere, Alberta
Health Services, Disney, Fairmont, Wal-Mart,
USAA, TransLink, Williams, IATA, the De-
partment of Justice, Interac, the Government
of Nunavut, and Turkish Airlines. Richard can
be contacted at (416) 367-4447 or at
rstock@catalystlegal.com.

See www.catalystlegal.com
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