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In many parts of the world, the economic aspects of the practices of private lawyers have been strictly regulated by the State.  But as market principles are adopted in many societies, the work of private lawyers increasingly is governed by market principles in the same manner as other sectors of the economy.  At the same time, the growth of commerce is bringing foreign and international clients into countries where private lawyers are not accustomed to the needs and expectations of these clients.

Many lawyers lack of information concerning the economic aspects of being a lawyer in private practice in a market system.  The purpose of this booklet is to provide information on these topics.  It has been prepared by the Rule of Law Initiative (ROLI) of the American Bar Association (ABA). The ABA is the national organization of over 400,000 American lawyers, judges, prosecutors and law professors.  ABA ROLI is an effort by the ABA to support the process of change underway in evolving economies, using volunteer American lawyers to make available our legal experience to those involved in the reform process.


As a volunteer attorney and an ABA representative since September of 1991, I have been privileged to meet and work with many lawyers from the Middle East, Africa, Central and Eastern Europe, the former Soviet Union, and Asia.  Because of repeated requests by our colleagues, we have prepared this booklet to describe the basic procedures and organizational principles used by private lawyers in the United States.  The information in this booklet comes from English language publications of the Law Practice Management Section of the ABA, and my thirty-five years as a lawyer practicing law and managing a private law firm.


No American lawyer or organization can tell Qatari lawyers how to organize their law practice or their law firms.  Qataris must decide this.  On the other hand, methods of organization used by lawyers in the United States are similar to those used in many other countries.  Since these general principles may be useful for lawyers in Qatar, ABA ROLI has prepared this booklet.


A strong, independent Qatari legal profession is vital to building a free and democratic society.  The organization of law firms and other structures, which provide lawyers with the resources to effectively represent their Qatari and international clients, is a necessary component of this process.  By contributing information on this subject, ABA ROLI hopes to assist Qatari lawyers in their effort to build a democratic society adhering to the rule of law.
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The Nature of the Private Practice of Law


Lawyers are "essential agents of the administration of justice", according to the United Nations Basic Principles on the Role of Lawyers.  As guardians of the rights of their clients and the cause of justice, lawyers play a critical role in the functioning of a democratic society.  

Lawyers in the private practice of law play a special part in this process.  Private lawyers are not employees or agents of the State.  Instead, they are independent advocates striving to protect the interests of their clients.  For this reason, independence from the State is critical.  Yet, economic hardships can seduce lawyers into clinging to the notion that the State must take care of their needs.  

This view that the State should solve the economic problems of lawyers is directly contrary to the principles needed for an effective private Bar.  Lawyers cannot rely upon subsidies or assistance from the State, and still expect to be truly independent.  When the State furnishes assistance, the State exerts control.


Lawyers must instead establish their own law practices based upon the principles of private business.  They must find offices, obtain necessary equipment, and attract and serve clients.  Lawyers sell a service, just as a farmer sells a crop or a shopkeeper sells goods.  While this service is critical to a society functioning under the rule of law, the business aspects of the private practice must follow simple market principles.

The Lawyer and the Client


Viewed in an economic context, clients are the customers for the services which lawyers have to sell.  Like any other seller, a successful lawyer must attract clients, satisfy their needs, and be paid for his or her work.  A lawyer who fails in any of these areas soon will be hungry.


American lawyers have faced these issues for more than two centuries.  From this experience, some suggestions for dealing with these issues have emerged.

Finding Clients


In the private practice of law, neither the State nor any of its agencies assigns clients to a lawyer.  It is the responsibility of a lawyer to attract sufficient clients to earn a living.  The methods used for locating and attracting clients are quite varied.  Among the sources of clients in the United States are:


1.
Friends and relatives.   Particularly for lawyers starting in private practice, friends and relatives are a major source of clients.  These situations often result in bad feelings when either the client or the lawyer becomes disappointed with the other.  To reduce these problems, several simple suggestions can be made:

a. Legal matters should be discussed in the office setting, not at social or family events.  Many friends and family will seek legal advice in social settings so that they can avoid paying for the advice.  If a lawyer is willing to give free advice, it is better to do so in the office than in the middle of a party or other social situation.  If the lawyer is not willing to give free advice, then inviting the questioner to the office is a polite way of terminating the inquiry.



b.
Don't reveal client secrets.  Clients usually consult lawyers when they have a problem or are about to enter into some new transaction.  These matters make interesting gossip.  A lawyer should treat and preserve confidential information learned from friends or relatives in the same way as information received from other clients.

c.
Agree in advance on the fee.  Friends and relatives often feel that the lawyer should provide legal services for no fee or at a very low cost.  If the lawyer agrees, this situation is acceptable.  But often the lawyer expects to be paid.  By agreeing on this issue before any work is done, lawyers can avoid later disputes with family members and friends.

2.
Organizations.  In the United States, one of the most common methods of attracting clients is by becoming an active member in some social, religious, civic or charitable organization.  No lawyer should join an organization simply to attract clients.  But a lawyer who is active in an organization, and works hard to help the organization, creates a positive image among other members.  When those members need a lawyer, they will recall someone who they know and trust.

3.
Referrals from other clients.  Another important source of new clients is referrals from prior clients.  Referrals come from prior clients who are happy with the lawyer's work.  By keeping existing clients satisfied, a lawyer can increase the likelihood that they will refer their friends and relatives.  


The most obvious method of keeping clients satisfied is by doing good work and charging a fair fee.  Another method is to continue to show an interest in a client after the case is finished.  For example, clients often appreciate when a lawyer, a few months after a divorce or injury case is finished, calls and inquires about the client's health.  These expressions of concern demonstrate that the lawyer did not view the client merely as a source of income, but also took a personal interest.  When a friend or relative later needs a lawyer, the prior client will remember his or her lawyer's kindness.

4.
Referrals from other attorneys.  A lawyer often encounters clients with problems the lawyer is unable to handle, due either to workload or lack of expertise on the subject.  These lawyers often will refer the client to another lawyer.  To obtain referrals, a lawyer must become known to colleagues.  An excellent method of becoming known to colleagues is by participating in bar organizations or legal seminars.  In such settings, lawyers can advise colleagues about their specialization and the types of matters they handle, and let it be known that they are available to help if needed.  If another lawyer makes a referral, an immediate thank you is proper, since the referring lawyer has provided a significant favor.

Keeping Clients


One American expert on this subject has said "There is often a difference between what people want and will pay for as opposed to what they need."1 People may happily pay for what they want, regardless whether they need it.  The same people will refuse to pay for something they need if they don't want it.  This is a fundamental tenet of market economics, and it affects private lawyers in the same way as sellers of other goods or services.


What do clients want?  Lawyers mistakenly believe that clients always want a good result.  They may need results, but what they want is effort on their behalf by the lawyer.  When they see such effort, clients are more willing to pay a fee, even if the case has an unsatisfactory result.  One goal of lawyers should be to convince their clients that they are making a good effort on the client's behalf.  Experts in the United States recommend the following ways of demonstrating to clients that this effort is being made:

1. Clients should be sent a copy of every document produced by the lawyer.  A great deal of legal work is done out of the presence of clients.  By sending copies of letters, court papers or other documents, lawyers can show clients that work is occurring.


2.
Clients should be sent a copy of every document that is received.  Some legal work is required simply to respond to actions taken by the opposing party.  When clients see what opposing lawyers are doing, they will understand why their lawyer must respond.

3.
Calls from clients should be immediately returned.  Clients often complain that they can never reach their lawyer.  Remember, a private legal practice is a service business.  When clients do not get the service they want, they will take their business elsewhere.


4.
The lawyer should call the client occasionally to explain the status of the case.  Legal matters may be work to a lawyer, but they are often serious personal events for the client.  An occasional call from the lawyer to provide a status report will be appreciated by clients.


5.
If appropriate, go with the client to his business, the scene of an injury, etc.  An expression of interest by a lawyer in the client's affairs will help convince the client that the lawyer is making a full effort on the client's behalf.


One national survey in the United States showed that two-thirds of clients who changed lawyers did so because the prior lawyer treated them discourteously or with indifference, or simply did not provide good service.  Only one in twenty left because they disliked the legal work the lawyer had performed.  When lawyers treat a client with respect and provide good service, the lawyer, the client and the profession are benefited.

Setting Fees


The most important part of a lawyer's relationship with the client is to agree upon how the fee will be calculated.  Fees represent the price of the lawyer's services.  Like any other pricing decision, setting fees requires a balancing of the cost of production, the potential for profit, and the willingness of the buyer (the client) to pay a particular price.


Several methods for setting fees are used in the United States, including:


1.
Hourly rates.  The most common method of charging clients in the United States is an hourly rate.  Under this system, the lawyer will keep detailed records of all time spent on a client's case.  The lawyer must then send an invoice to the client showing the hours worked, the services performed and the charges for these services.  The invoice will also list any expenses that the lawyer has incurred.  The client is responsible to pay this invoice.


The principal reason this system is used is the extreme difficulty lawyers have in estimating in advance how much effort will be required in a particular case.  Simple cases become complicated.  Judges and opposing lawyers can force a lawyer to spend much more time on a case than originally estimated.  In some cases, it is simply impossible to calculate a fee at the outset.


Under these circumstances, a lawyer should consider charging by hourly rate.  It is fair to both the client and the lawyer, since it compensates the lawyer for his or her work without overcharging the client.  Because this system is widely used, several matters require further explanation.



a.
Setting hourly rates.  One of the most controversial aspects of the hourly system is the amount charged per hour.  To many clients, this amount seems outrageously high, particularly when hourly laborers are earning a small fraction of the lawyer's hourly rate.


But the hourly charges for lawyers are different than hourly wage rates for laborers.  From the hourly rate, the lawyer must pay rent, purchase equipment, paper and other supplies, and pay any typists or other staff.  Laborers do not have these expenses.


In the United States, there are no legal regulations regarding hourly rates.  The market for legal services will set the rates.  If one lawyer charges too much, clients will go elsewhere.  If another lawyer charges too little, clients will come but the lawyer will make little profit.


As the market for lawyers' services develops, differences in hourly rates will arise.  Older, more experienced lawyers usually charge a higher hourly rate than younger lawyers, since they should be more efficient and provide higher quality services.  Specialists or lawyers who are especially qualified frequently can charge higher fees than lawyers whose work is of lower quality.  Lawyers who work on complex matters for large companies are often able to charge higher rates than lawyers who represent individuals on small cases.


The key is to set a fair rate, explain it to the client, and obtain the client's agreement.  If this is done at the outset, problems should be minimized.



b.
Estimated fees.  Though clients may understand and accept an hourly rate system, they normally will also ask the lawyer to estimate the total fee.  This can be very difficult; the reason for using an hourly system is because the fees are difficult to estimate.  But clients may insist on an estimate.  What should the lawyer do?


The worst situation is to provide a fee estimate that is too low.  Clients will always consider the estimated fee to be the maximum fee, and will become angry if the fee later turns out to be higher.


For this reason, many experts suggest that any fee estimate should be higher than the actually anticipated fee.  If the actual estimate is correct, the fee will be lower than the estimate and the client will be pleased to have saved money.


Even if this is done, occasionally circumstances will cause the fees to be higher than the estimate.  A lawyer in this situation should immediately advise the client that the estimate was too low.  Equally important, the lawyer should explain to the client why the circumstances have changed and the fees have increased.  Clients often are more willing to pay an increased fee when the lawyer explains the reasons for the increase to them in advance, rather than simply billing them after the case is completed.



c.
Determining billable time.  Most lawyers agree that a client should pay the lawyer for time spent working on the client's case, including time spent in court or meetings, preparing legal documents, contracts or correspondence, negotiating and doing research.  Most lawyers also agree that a client should be billed for time calculated from when a lawyer begins working on the client's case on a particular occasion until the lawyer stops working.  For example, if a lawyer begins drafting a contract for a client at 0900 and stops working on the contract at 1030, the client should pay for 1.5 hours of work.


Two types of questions frequently arise.  The first is whether a particular activity is legal work that should be billed to the client.  If a client telephones to ask a question, should he be billed for the time?  Should clients be billed for luncheon meetings where both legal issues and unrelated matters are discussed?  American lawyers do not agree on these issues, with some lawyers billing their clients for this time and others not billing their clients.


A second question involves how time is computed.  If a lawyer must travel to the court or to a meeting, should he or she "start the clock" when they leave their office, or only after the court session or meeting begins?  Lawyers also become more efficient at doing repetitive tasks, such as drafting documents.  To draft the first document takes a great deal of time, while the second document is drafted much more quickly using the first as a model.  Should the second client be billed for only the time actually spent preparing the document, or should some time be added to the bill so that the second client will pay the same amount as the first client?  Again, lawyers in America differ on these issues.


Each lawyer or law firm must answer these questions, and should develop a standard practice so they are consistent.  Where appropriate, a lawyer should discuss these matters with the client in advance, so that the client understands the computation of the bill. Though disputes and misunderstandings may arise, careful advance planning can minimize later problems.



d.
Time records.  Since the hourly rate system is based upon time spent on a client's case, accurate time records are critical.  Work is recorded in increments of hours, usually tenths or quarters of an hour.  For example, if a lawyer spends one hour and twenty-five minutes on a matter, the time record will reflect 1.4 hours (if tenths are used) or 1.5 hours (if quarter hours are used).  Each lawyer or law firm must choose a system which best suits their needs.  


Many systems for keeping time records are used in the United States.  Each of these systems contain the following information:

· The client's name

· The lawyer's name or initials

· The date the work was performed

· A description of the work performed

· The time spent on the case during the day


Among the systems used in the United States are time slips and time ledgers.  Under the time slip system each day, separate small pieces of paper or time slips are filled out by the lawyer for each client (see Appendix 1).  These slips are collected and filed by client name.  When an invoice is prepared for a client, the information from the time slips is used.


Another method for recording time is to keep a time ledger for each day containing the same information (see Appendix 2).  Depending on the lawyer's preference, this information can be periodically transferred to a separate ledger for each client (see Appendix 3), or the time ledgers themselves can be used when an invoice is being prepared.


Computers can also be used for these tasks.  However, even in the United States, many lawyers use simple manual systems for recording time.  The critical point is for each lawyer to develop an efficient system so that he or she will have an accurate record of the time they have spent working on each of their cases.

e.
Invoices.  One of the most important communications between the lawyer and the client is the invoice for services.  The lawyer expects to be paid, and the client will have to provide the money.  The preparation of the invoice is critical to the process.


In preparing an invoice, a lawyer should ask this question: If I received this invoice, what information would I want to see on it?  An invoice that does not meet the client's expectations will anger them, and may not be paid.  An invoice that is informative and understandable will increase the chances that it will be paid.


Many lawyers in the United States prepare very simple bills (see Appendix 4).  But a more common approach, especially for lawyers using the hourly rate system, is to prepare a more detailed invoice.  Some lawyers prefer an invoice on which the services for each date are listed in chronological order, together with the description of the work performed on that day (see Appendix 5).


Other lawyers provide an even more detailed invoice (see Appendix 6).  These invoices will also reflect the lawyer who did the work, the time spent and the hourly rate charged.



f.
Billing cycles.  A constant debate between lawyers concerns the timing of sending invoices.  Each lawyer has his or her own philosophy.


Most experts recommend sending an invoice each month for the work done during the month.  This method allows a lawyer to keep a steady income flow.  Monthly invoices also inform the client that the lawyer is working on their case.  Most clients prefer making monthly payments rather than having to pay a large total sum at the end of a case.  If a client cannot or will not pay a monthly invoice, a lawyer can learn of the problem before investing more time and effort.


But some lawyers disagree with this approach.  They argue that an invoice should be sent immediately after the case is finished.  According to these lawyers, clients are more willing to pay when the job is done.  The problem with this approach is that it requires the lawyer to wait until the end of the case to see if the client will pay.  Once the case is over, the client has no incentive to pay the lawyer, since there is no more work to be done.  If the client is pleased, they may pay.  But what if the case is lost?  Clients not only will be angry, but often are required by the court's decision to pay money to the other party.  The lawyer in such cases may not be paid.


An intermediate approach is to send invoices at the end of various stages of the case. For example, an invoice could be sent after the case is started or after the first draft of a contract is finished, and at subsequent similar benchmarks.  Regardless of which approach is chosen, it must be agreed upon with the client in advance and included in the fee agreement.  In this manner, both the client and the lawyer will know what is expected.


2.
Lump sum fees.  The opposite of an hourly rate system is a lump sum fee.  Under this system, the lawyer and client agree on the total fee that the client will pay for the legal service.  The fee may be paid in advance, in installments or at the end of the case, depending on the agreement between the lawyer and client.


Many clients prefer this approach since they know exactly how much they must pay.  But this approach can be very unfair to either the lawyer or client.  If the case turns out to be much more complicated than anticipated, the lawyer may be underpaid.  On the other hand, if the case is handled more easily than anticipated, the client can pay more than is fair.


There are no magical solutions to this problem.  Lawyers must discuss lump sum fees with clients, so that both understand the risks.  With experience a lawyer should be better able to judge what a fair fee will be.  Even then, lawyers must expect occasional disparities between the value of their work and the fee.


3.
Fee schedules.  A variant of the lump sum fee is the fee schedule, where the lawyer creates a list containing fixed fees for various services.  This approach is seldom used in the United States.


But in situations where a lawyer is handling many matters of a repetitive, non-adversarial nature, this approach may be useful.  Because the work is repetitive, the lawyer can become very efficient at doing the work.  If the work is non-adversarial, the lawyer can also be more confident that the work will not suddenly be complicated by an opposing party.


One concern with fee schedules is that it encourages price fixing.  In some countries, groups of lawyers or Bar associations will set minimum fees for particular types of cases.  The rationale for the minimum fees is to keep unscrupulous lawyers from setting fees so low that other lawyers cannot make a reasonable income. 


Lawyers must realize that such actions are illegal in many countries.  Even where they are legal or officially sanctioned, minimum fee schedules are a form of control over an individual lawyer's independence, and a restriction on a market economy.  Lawyers must also trust clients to recognize that reduced fees often mean reduced services.  If the market for legal services is allowed to function without interference, fees should be sufficient to properly compensate lawyers for their efforts.


4.
Contingent fees.  Another approach to calculating legal fees in the United States is the contingent fee, i.e. a fee that is paid only if the case is successfully concluded for the client.  This fee is most often used where a plaintiff has a large monetary claim, but lacks the money to pay a lawyer.  The lawyer will agree to handle the case in return for a percentage - usually 25% to 40% - of any amount recovered.  If the case is lost or nothing is recovered, the lawyer gets no fee.


This system is highly controversial in the United States.  Advocates of the system argue that it allows parties without money to assert their rights in situations where they otherwise could not afford to bring a claim.  Opponents of the system argue that it increases litigation because clients can bring claims at little cost, using lawyers who have a financial interest in the outcome.


From a lawyer's perspective, a contingent fee is a calculated gamble.  Hundreds of hours of time may be spent on a case for no fee.  On the other hand, a large recovery may be achieved quickly, resulting in a large fee for relatively little work.  If contingent fees will be used, a lawyer must carefully weigh the possibilities before agreeing to handle the case.

Billing Clients


The problem of billing clients and collecting fees may be the single area of practice where most lawyers have difficulty.  In the United States, many seminars are held and numerous books and articles are written on this subject.  The problem can never be eliminated, but numerous experts have developed ideas to reduce the difficulties.  These experts suggest the following general approach:


1.
Discuss fees before agreeing to represent the client.  Most lawyers view legal fees as a potential source of conflict with clients, and consciously or subconsciously postpone discussing fees to avoid disagreements.  Lawyers may feel that the economic aspects of practicing law are dirty or unclean, and beneath the dignity of a true professional.  But the amount of the legal fees is vitally important to clients, who want to know from the outset what the legal services will cost.


The responsibility is on the lawyer, not the client, to raise the issue of fees.  Clients expect the lawyer to control their discussions, and are reluctant to raise an issue the lawyer ignores.  In these discussions, lawyers must remember that few clients have any idea concerning the amount of legal fees that will be charged or how they will be computed.  Lawyers must carefully explain at the outset the cost of services and the manner in which the fees will be calculated.  


If these matters are not discussed, the lawyer is simply laying the foundation for a dispute at a later date.  It is far better for the lawyer to know at the beginning of a case that the client cannot or will not pay the anticipated legal fees, than to encounter this problem after the work has been completed.


2.
Enter into a written contract for fees with the client.  When the lawyer and client reach an agreement on legal fees, a written contract or representation agreement should be prepared.  Under the laws of some nations, this is the only way the fee agreement can be enforced.  Without such a contract, there is no record of the agreement.  With such a contract, the chances of later disputes are minimized.


No particular form is mandatory for a representation agreement.  The main requirement is that it should be enforceable in court should a dispute arise.  A sample representation agreement used in the United States is contained in Appendix 7.2 Regardless of the form, such an agreement should do the following: 

· Identify the case or matters the lawyer will be handling.  Frequently lawyers will agree to handle one case, only to be bombarded by the client with requests to handle other matters under the same fee.

· Describe the work the lawyer will be doing under the agreement.

· Establish the type of fee to be paid, the frequency of invoices, and the client's obligation to pay.

· Specify which fees and expenses the client will pay.

· Identify and explain any retainers or other special provisions.

· State that the lawyer does not guarantee any result, but only to represent the client to the best of his or her ability.

· Be signed by both the lawyer and the client.


3.
Expenses and retainers.  Litigation and legal work normally require a number of fees, taxes, and expenses to be paid on behalf of the client.  Lawyers may pay these amounts for the clients, since it is very inconvenient for the client to pay each separate amount as it becomes due.  An area of frequent dispute between lawyers and their clients concerns which costs the client will reimburse and which costs must be borne by the lawyer as part of overhead.  One of the justifications for high hourly fees is the amount of overhead a lawyer must pay.  Clients may be upset if both the fees are high and they are charged with overhead costs.  


For this reason, it is vital for the representation agreement to describe in detail which expenses and costs will be charged to the client.  Some fees and taxes are obvious, such as fees paid to the Court for filing the case.  But other expenses are less clear, such as photocopying charges, long distance phone charges or travel expenses to outlying cities.  Different lawyers handle these issues in different ways.  The key point is to discuss these issues in advance, and reach a clear agreement on what expenses will be paid by the client.  


A second issue that arises concerns who will provide the money to pay these amounts.  Many lawyers and law firms will pay these expenses from their own funds, and later include these amounts on the client's invoice (see Appendices 4, 5 and 6).  This procedure is convenient and appreciated by clients.  However, it requires the lawyer to have sufficient funds to pay these amounts, and also puts the lawyer at risk if the client does not pay the invoice.


A second method of handling expenses is to secure a retainer, or advance payment.  This money is then used by the lawyer to pay expenses as they are incurred.  Retainers can also be used for the advance payment of legal fees.  The typical arrangement allows the lawyer to draw upon the retainer each month to pay the invoice for legal fees and expenses.  In some situations, the entire amount of the estimated fee is deposited.  In other instances, the client would deposit only an initial amount, and would be required to replenish the retainer each month in the amount of the invoice.  At the conclusion of the case, the remainder of the retainer would be refunded.  In this way, the lawyer can be confident that legal fees will be paid, since the money is in hand.  Clients are benefited because they can spread their payment over several installments.


An important aspect of any retainer agreement is that the money must be placed in a bank account separate from the lawyer's or law firm's own funds.  In the United States, each lawyer or law firm is required to establish a trust account in a bank where retainers and other monies belonging to clients will be kept.  Detailed accounting records are kept on this trust account to establish exactly which monies belong to particular clients.  Whether required by law or not, all lawyers should follow this procedure.


4.
Send the final invoice immediately after the case is finished.  Regardless which form of fee structure is used, there will likely be a major invoice to be sent at the conclusion of the case.  Experience in the United States has shown that a lawyer's chances of being paid without dispute are greatest if the final invoice is sent immediately after the matter is concluded.  If the final invoice is delayed, the lawyer faces a much greater prospect of not being paid.


This phenomenon arises for two reasons.  First is the client's financial condition.  A client who has won and received money is in the best position to pay immediately after the money is received.  Two or three weeks later, that money will have been spent.  A client who has lost will soon be paying money, and the lawyer is simply another creditor.  If the lawyer's bill is promptly presented, it has the best chance of being paid.


The second reason is that clients are most willing to pay their lawyer immediately after the case is finished.  The case is still very important in their minds, and their gratitude for the lawyers' services is at its highest.  In the United States, this phenomenon is represented by the famous "Client's Curve of Gratitude."3 As this chart suggests, the best time to send the final invoice is when the client's gratitude is at its highest point. 
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The Client's Curve of Gratitude 
Forms of Private Practice in the United States


In the United States, hundreds of thousands of lawyers engage in private practice.  These are private businesses run by lawyers to earn income by selling their services to clients.  Like other businesses, lawyers must organize some structure in which to carry on the economic aspects of their work.  Many different forms of organization are utilized, but these forms can be grouped into three categories:

· Sole practice:  
where one lawyer has his own separate office.

· Office sharing:
where two or more lawyers share office space and some expenses, but have separate clients and keep their individual profits.

· Law Firms: 
where two or more lawyers share office space, expenses, clients and profits.

Sole Practice


Many lawyers either choose or are required by circumstances to practice alone.  These lawyers often start with no money, no office or equipment, and no clients.  How do such lawyers survive?

Using an Office in the Home


In the United States, office space is often too expensive for lawyers starting a sole practice.  Many lawyers begin by using their home as their office.  Others simply chose to practice from their home.  For whatever reasons, tens of thousands of lawyers use their home as their office.


This arrangement has many disadvantages.  Homes are often located far from clients and courts.  When clients telephone, children answer with television and loud music in the background.  Clients who visit the lawyer often encounter family members, pets, and the general activity of the household.  The overall impression is that the lawyer is not a serious professional.


But these problems can be minimized.  Some suggestions followed by many lawyers in the United States are:


1.  Meet clients out of the office whenever possible. In the United States, courts and bar associations frequently provide attorney conference rooms for little or no fee.  Public libraries, municipal buildings or universities may also have space available for meetings.  A lawyer should locate rooms that are available, and schedule important meetings outside the home.


2.  Set up a portion of the home to look like an office.  One of the disadvantages to a home office is that, to a client, it does not look like an office.  Even a corner of one room, if properly organized, can look like a serious law office.  A desk with a few law books and other office items can demonstrate to the client that the lawyer is a serious professional.


3.  Do not let children answer the door or the telephone during office hours.  Clients may not object to home offices if they are treated in a professional manner.  They will object if children or other family members appear to be part of the office process.


4.  Keep other family members and pets out of the office area during client conferences.  Matters discussed between a lawyer and client are often confidential.  Clients also expect the lawyer's full and undivided attention during a meeting.  Interruptions by family members or pets will offend clients, and detract from a professional image.


5.  Have someone available to answer the phone or door while meeting with a client.  This suggestion calls for a delicate balance between items 3 and 4.  When personal or family telephone calls and visitors are frequent, it is important to have someone available to handle the situation.  The client's time with the lawyer should not be interrupted.

Finding an Office Outside the Home


Because of the problems with an office in the home, most lawyers prefer to find office space in a commercial building.  The choice of office space involves two principal questions:  cost and location.


1.
Cost.  For lawyers who have no money, the cost of office space is an obvious concern.  Office space is a commodity, and in a market economy it will be sold to the highest bidder.


But like other commodities, there are different qualities, grades and costs for office space.  Smart consumers of office space also can often find bargains or lower rentals by careful shopping.  Some ways of locating affordable office space are:



a.  
Make a serious investigation of available space.  The most obvious office locations are often the most expensive.  A lawyer should look carefully at all available space to see if it could meet his or her requirements.  Careful shopping is hard work, but can uncover office space which is affordable and acceptable.



b.  
Look for inexpensive space in an expensive building.  In most buildings, there is some space that no one wants.  Landlords must offer lower rates to lease this space.  Though a lawyer might prefer better office space, renting inexpensive space may be the only option.



c.
Consider sub-leasing space.  Many firms will lease more office space than they need.  This space is available on sub-lease, occasionally at less than market rental rates.  A lawyer should talk with family members, friends and clients to find firms with excess space, and approach them about a sub-lease.


2.
Location.  The amount a lawyer can spend on office space will often determine the location to be investigated.  But lawyers often confine their search for office space to one particular area.  Frequently, this area is one where all other lawyers wish to locate, such as in the immediate vicinity of the court.  This approach will often miss other opportunities for better space and more clients.


It is traditional for lawyers to locate their offices close to the courts.  Many lawyers in the United States now find that it is better to locate an office near the clients.  Like other consumers, clients of lawyers like convenience.  Lawyers with offices located near sources of clients are often rewarded with legal work from persons who prefer to walk across the street, rather than travel across town.


For example, lawyers specializing in labor and employment cases may want to consider an office near a large factory or office building.  Another option is to locate an office near a major bus, metro, or tram stop.  Many people waiting at the stop will see the law office.  When they need a lawyer, they will remember and know that the office is in a convenient location for them.

Advantages and Disadvantages to Sole Practice


This discussion of sole practice demonstrates that it has both positive and negative aspects.  The positive aspects include:

· A sole practitioner is free to spend as much or as little time working as he or she prefers.  There are no other members of the firm to be upset it the lawyer decides to work only in the mornings or to work late at night.  

· A sole practitioner is free to choose clients and cases.  Clients need not be turned away due to conflicts of interest with another member of the firm.  Nor is a lawyer required to work for a client to satisfy the demand of another lawyer.

· All fees that are collected belong to the lawyer.


The negative aspects of sole practice are also important:

· A sole practitioner has no one to provide help when the workload becomes too heavy.

· A sole practitioner must find his or her own clients.  There is no law firm available to provide work when clients are scarce.

· A single lawyer must pay all expenses.  Particularly where supplies and equipment can easily be shared, this can increase the costs of sole practice.  

· A sole practitioner must handle all administrative tasks in the office.  When the telephone quits working, there is only one person to get it repaired.

· Larger or more complex cases must be referred to another lawyer when the sole practitioner does not have the expertise to handle them.

· Some clients think that sole practitioners can only handle small matters.  When larger cases arise, clients often take them to larger firms.

Office Sharing


Because the expenses of a law practice can be substantial, some lawyers in the United States enter into office sharing arrangements.  Under this system, two or more lawyers will jointly lease an office.  The lawyers also will normally share some other expenses such as telephone fees, costs for jointly used furniture, electricity, etc.  Other expenses are personally paid by each individual lawyer, such as the cost of paper or furniture only used by that lawyer.  Each individual lawyer also keeps all income from fees, without sharing it with the other lawyers in the office.


In the United States, office-sharing arrangements often fail.  As one humorist has said, these arrangements simply prove that two can starve to death twice as fast as one.  Why do such arrangements fail?


The short answer is that persons in office sharing arrangements are usually not compatible.  If they were compatible, they would form a law firm.  Lawyers in office sharing arrangements from the outset suspect that the arrangement will fail.  When any enterprise is approached with this attitude, failure is more probable.

Making an Office-Sharing Arrangement Succeed


There are no economic or technical reasons that should cause office-sharing arrangements to fail.  The problem is in human nature.  Experts in the United States make the following suggestions to help an office sharing arrangement succeed:


1.
Lawyers should have complimentary skills, not duplicative skills.  One of the advantages of office sharing is getting work from the other lawyers in specialties where they have no expertise.  When all the lawyers in the office do the same type of work, there are fewer opportunities for referrals.


2.
Share an office with someone with different sources of clients.  The natural inclination for lawyers is to work with their close friends.  This approach may work in a law firm, but causes problems in an office sharing arrangement.  Where both lawyers have the same friends and belong to the same organizations, they will be fighting for the same clients.  This is a quick way to ruin a good friendship.


3.
Make sure the other lawyers sharing the space are adequately financed.  If the other lawyer is broke, the lawyer with money may be required to pay the greatest share of the expenses.


4.
Put the arrangement in writing in the form of a contract.  Lawyers frequently advise clients to make sure that a business transaction is in writing, but then ignore this advice in their own affairs.  If the lawyers sharing the office really do agree on all aspects of their relationship, preparing a written contract should be easy.  If in fact there is no agreement, the process of trying to prepare a contract will expose the disagreements before it is too late.


5.
Provide for what happens when the arrangement terminates.  The office-sharing contract should answer such questions as:

· Who gets to stay in the office?

· Who gets to use the telephone number?

· What happens to jointly owned equipment?

· Who will pay unpaid joint bills?



If properly approached, office-sharing arrangements can work and provide lawyers with a method of reducing costs and improving their practice.

Law Suites


A concept that has become increasingly popular in the United States during the past decade is the law suite.  Under this system, a person or company develops a building as offices for lawyers.  Frequently the owner also provides other services for his lawyer tenants, such as secretarial services, copying or fax machines, meeting rooms, etc.  The tenant lawyers only pay for these additional services as needed.  


Developing such suites in Qatar at prices that are affordable to lawyers may be a difficult task.  However, an entrepreneur with a building to rent may be able to find a market among lawyers, and provide the space and services that lawyers need.

Advantages and Disadvantages


In theory, a lawyer in an office sharing arrangement can remain in sole practice while obtaining many of the advantages of practicing in a group.  Some of these advantages are:

· A lawyer in an office sharing arrangement can reduce expenses by sharing them with others.

· By combining their resources, lawyers can afford equipment, staff or other items that a single lawyer could not afford.

· Much of the freedom and independence of a sole practitioner is retained.

· Other lawyers in the office are a source of referrals.  These colleagues also are available for informal discussions and consultations for solving difficult issues.


The disadvantages of an office sharing arrangement arise from the fact that it is neither sole practice nor a law firm.  For this reason, the following should be considered:

· Office sharing arrangements often are temporary and lead to disputes between lawyers.

· Since they are practicing in a group, each lawyer loses some of the freedom of action available to a sole practitioner.  An office sharing arrangement must have rules, and these rules to some extent will restrict each lawyer.

· Decisions must be made by agreement, which can lead to difficulties in managing an office.

Law Firms


The most common form of private practice in the United States is the law firm.  These are organizations of two or more lawyers who join together to form a single juridical person.  This juridical person is usually a general partnership, though in some states lawyers can form professional corporations or limited liability companies.  Regardless which legal form is chosen, law firms are generally organized in a similar fashion.


Since a widely used form for law firms throughout the world is the general partnership, this discussion will focus on forming a law firm using principles applicable to a general partnership under American law.   In so doing, it is recognized that the law in some countries may require a different form of organization.  Nonetheless, many of the principles of organization used to organize and manage general partnerships can also be applied to other juridical forms such as limited liability companies, civil associations or even cooperatives.  It is these principles, not the particular juridical form, which is important.


To illustrate these principles, a model law firm agreement is attached as Appendix 8.  This agreement is based upon the Model Partnership Agreement of Small Law Firms, prepared by the Law Practice Management Section of the American Bar Association.4 The model agreement was specifically prepared to address the situation of small law firms beginning their practice.  Since many Qatari law firms will fit these criteria, the Model Agreement may be of interest.


Putting aside legal formalities, one question is often asked by lawyers considering formation of a group practice:  "How do law firms work?"  Law firms face several issues, and various solutions have been found to work.

The Nature of a Law Firm


A law firm is an economic organization formed by lawyers, which allows them to associate for their common benefit.  Because it is an economic organization, a law firm must be run according to economic principles.  The product sold by the law firm is the legal services of its lawyers.  There are expenses associated with providing these services, and there is income generated from their sale.  Law firms must understand their income and expenses, and keep careful records as with any business.


A law firm is an employee-owned business composed of voluntary members.  These members - the lawyers who have joined the firm - contribute their labor to the firm.  In return, they obtain their income from the profit of the firm.  For a law firm to survive, the firm must have a system for division of the profits acceptable to all lawyers.


A law firm is a bureaucratic structure.  Many administrative tasks must be performed to keep the organization operating properly so that quality services can be provided for clients. 


A law firm is a system for allocating legal work among lawyers.  The amount of legal work which clients bring to a particular lawyer is highly variable, and is not always correlated with legal ability.  Due to reputation, family connections, friendships or other reasons, some lawyers receive more business than they can handle, while others receive too little.  Legal work also comes in an uneven flow so that at different times the same lawyer may be extremely overworked or have little to do.  These disparities can be lessened by a law firm, which directs work to the proper person.


A law firm is a social organization where lawyers must work together on a daily basis.  Lawyers are not robots, and law firms must provide social framework to make work enjoyable and rewarding.


Finally, a law firm is an organization of professionals serving the public.  Though analogies to mercantile businesses can be drawn, it must be remembered that lawyers and law firms play an important role in society.  These considerations must form the foundation of any decision made by the firm, and insure that the rights of clients are protected.

Forming a Law Firm


The first issue facing lawyers who want to form a law firm is:  who shall be asked to join?  This question is very important because a law firm takes on many aspects of a marriage.  Lawyers in a law firm spend many hours each day together in the office, often more time than they spend with spouses or family.  As in a marriage, income and expenses are pooled, and joint decisions must be made on allocating these monies.  Since the law firm is an economic enterprise, there are numerous management and organizational decisions to be made.  For these reasons, the choice of lawyers to join the firm is very important.


In making this decision, a number of questions must be considered and answered.  These include:


1.
How large should the law firm be?  Law firms come in all sizes and descriptions.  They range from two lawyer offices to firms of several hundred lawyers with offices around the world.  Law firms with more lawyers allow for more specialization.  Larger firms can take on larger and more complex cases.  Clients will often view larger firms as containing better lawyers.


But larger law firms, like any social structure, become more complex and bureaucratic.  Issues that can easily be decided in a two-lawyer law firm can be more difficult to handle in a larger firm.  Since larger firms usually are forced to adopt management structures, individual lawyers lose some of their ability to control their professional lives.


2.
What type of services should the firm offer?  Another consideration in forming a law firm is what type of services will be offered.  Some law firms want to offer a broad range of services to individuals and small clients - in the United States this is referred to as a general practice.  Other law firms want to become specialists in a narrow area such as criminal, employment, immigration or environmental law.  Still other firms want to attract and handle large commercial clients.


Lawyers who are forming a law firm should decide which of these models will be followed.  Once that decision is made, the choice of lawyers to join the firm is made easier.  Lawyers forming a firm to specialize in immigration law probably will not want to invite a specialist in environmental law to join.  On the other hand, lawyers wanting to open a general practice may want to find specialists for the firm to fill gaps in their own knowledge.


3.
Should spouses, relatives and friends join in the same law firm?  The most obvious choice of colleagues to join a firm are lawyers who know and like each other.  Yet many marriages, families or friendships have been destroyed when a law firm relationship becomes acrimonious.


The final decision on this issue must depend on the lawyers involved.  For such relationships to be successful, the lawyers must be able to "leave it at the office."  This means that lawyers must be able to separate issues relating to the law firm from personal relationships.  Some spouses are able to separate their office relationship from their personal relationship; these lawyers are better able to practice together in a firm.  But where a spouse, child, or friend allows law firm matters to interfere with personal relationships, the law firm will be doomed to failure.


4.
Should "rainmakers" be invited to join the firm?  The term "rainmaker" is frequently used in the United States to refer to lawyers with an ability to attract large numbers of clients.  Since client fees make a law firm grow and prosper, these lawyers are said to bring the "rain" which nourishes the law firm and its members.


Rainmakers are in high demand.  Many lawyers or law firms who need clients will attempt to lure a rainmaker into joining the law firm with promises of additional remuneration.  In a market economy, bidding wars may break out between firms for the services of such persons.


But often these efforts are self-destructive.  If a lawyer joins a firm solely for his or her ability to make it rain, the social dynamic of the law firm can be destroyed.  Little is gained by forming a law firm built on a foundation of sand, which will quickly collapse under the weight of disputes between the lawyers.

Management and Organization


The management structures of law firms are quite varied.  Firms adopt different structures depending on the personalities of the lawyers involved.  A firm in which one prominent older lawyer joins with a group of young lawyers, will likely take on a different structure than a firm composed of colleagues with the same age and experience.  In the United States, several general forms of management structures are utilized:


1.
Management by the Whole:  Particularly in very small firms, all management decisions are made jointly by all lawyers.  Meetings of lawyers in the firm are frequently held for this purpose, where decisions are made on outstanding issues.


One question that arises in such situations is whether all lawyers will have equal votes.  Some law firms recognize that particular lawyers should have more or less voting power than other colleagues.  The experienced patriarch of the firm or the primary rainmaker may demand and receive greater voting power than other lawyers.  Young lawyers, part-time lawyers, or lawyers who are not generating as much income may have reduced voting power.  Other firms give each member voting power proportional to their share of the firm's profits.


In practice, this question will arise only on a few very important issues within a law firm.  Whether to paint an office white or light yellow will normally be decided by consensus.  Actual votes, where the increased or reduced voting power is formally counted, will occur only on issues of fundamental importance.


Because some issues are so important, many law firms will require more than a simple majority for decisions.  Issues like inviting additional lawyers to join the firm or signing a long-term lease on office space frequently will require a two-thirds, three-quarters or unanimous vote for adoption.  This mechanism is intended to insure that the firm will not split down the middle on the issue.


2.
Management by Committee:  The administrative tasks of operating a law firm can be quite time-consuming.  Where firms consist of more than five lawyers, substantial time is wasted by having constant meetings to decide every small issue.


Many law firms solve this problem by selecting a management committee to make decisions on most administrative issues.  The members of the committee are elected by the firm as a whole, usually for a specific term.  Some firms require that membership rotate, so that all lawyers serve periodically on the committee.


This committee meets regularly, and handles the general management of the law firm.  A general meeting of all lawyers is held periodically where the management committee reports on its recent decisions, and discusses matters of general interest with the other lawyers.


The management committee of course cannot decide all issues.  Most law firms will require that certain basic decisions must be made by a vote of the entire law firm.  In forming a firm, lawyers must decide which matters will be within the power of the management committee, and which the entire firm must decide.


3.
Division of Management Responsibilities:  A third pattern of management for law firms is the division of responsibilities among various members of the firm.  For example, one lawyer will handle matters related to the office space while another has responsibility for office supplies and equipment.


This approach further reduces time lost on administration, since only one lawyer, rather than a committee or the entire firm, deals with problems.  With this system, meetings of the entire firm are held from time to time so that each lawyer can describe what has been done in his or her area of responsibility.  The entire law firm still would make major decisions.


4.
Selection of a Managing Lawyer:  The most efficient form of organization, at least in theory, is to select one lawyer to be the managing lawyer for the firm.  This managing lawyer would make all administrative decisions except those which must be made by the entire firm.  While the managing lawyer will be busy with administrative tasks, the remaining lawyers in the firm will be free of these responsibilities.


The concern in these systems involves tensions between lawyers.  A managing partner in some cases will feel that he or she is doing all of the work, while other lawyers escape responsibility.  In other instances, some lawyers will view the managing lawyer as a potential totalitarian seeking to control and concentrate power.


Though these problems can never be eliminated, one method of lessening the impact is to rotate the position periodically among all lawyers.  If all lawyers experience both the responsibility of managing and the impacts of being managed, they will be less likely to develop jealousies.


5.
The Patriarch/Matriarch System:  A much less common form of management places full management authority permanently in the hands of one lawyer.  This system is used where one dominant lawyer forms a firm, and all other lawyers come to work with the founder.  


Like most totalitarian structures, its success depends on (a) the benevolence of the despot and (b) the aspirations of the governed.  The system is successfully used by firms where the patriarch/matriarch manages fairly and treats all lawyers well.  It is also more successful where the other lawyers are content to be in the shadow of the principal lawyer.  The frequent result, however, is a constant turnover as new lawyers join the firm and then leave as they become dissatisfied at having no vote in management.


6.
Other Systems:  Management structures of law firms can take nearly an infinite variety of forms.  Combinations and variations of the five basic schemes can be developed to fit the needs of a particular firm.  Each law firm must determine which structure best fits the preferences and personalities of the lawyers in the firm.  Developing a management structure acceptable to all members is a key component to the success of any law firm.

Withdrawal and Termination


Law firms are not static organizations; members leave and members die.  Law firm agreements must recognize these possibilities, and provide an orderly mechanism for handling the issues that will arise.


To some extent, the result in such situations will be affected by the law applicable to the form of organization chosen by the law firm.  In most other countries, the laws regarding particular forms of organization will lay down requirements that must be met when a member dies or is terminated.  A law firm agreement must comply with these requirements.  But, subject to these requirements, the law firm agreement should provide a method for terminating members, and for an easily determinable amount to be paid and a plan for making the payment.


Amounts to be paid upon death or termination usually can be divided into three categories:


1.
Capital.  Lawyers often will contribute to the capital of the law firm upon entering or during their membership in the firm.  These amounts must be repaid upon death or termination.


2.
Current Share of Profits.  A member who dies or is terminated also will likely be due a share of profits under the compensation plan (see next chapter).  Amounts due on the date of death or termination must be paid.


3.
Accounts Receivable and Work in Progress.  At the time of death or termination, the law firm will likely have some accounts receivable, i.e. invoices which have been sent but not paid.  The law firm will also have work in progress, which is time spent on client matters which has not yet been billed to the client.  These items have value, and the law firm will obtain income from them at some future time.  Unfortunately, the timing and amount of income is uncertain, since few law firms will collect 100% of all invoices.  For this reason, law firm agreements often provide for payment of some percentage of a member's share of total accounts receivable and work in progress upon death or termination.  This percentage is set by agreement, and is based upon the best estimate concerning the likelihood of collecting these amounts.


A related issue on termination is the division of client files.  When a member withdraws or is expelled from a firm, strong emotions normally are generated.  Disputes often erupt regarding clients and client files.  Under any circumstances, the client must be able to decide whether the terminated member or the law firm will handle his or her work in the future.  Neither side should take any steps which jeopardizes the client's rights.  A well-drafted law firm agreement should contain procedures to minimize disputes and protect the client in such situations.

Advantages and Disadvantages


The positive aspects of forming a law firm can be outlined as follows:

· By combining forces, lawyers are able to specialize in particular areas of the law.  This specialization increases the level of service to the client, and the personal satisfaction of the lawyer.

· Law firms allow good lawyers who are unable to attract sufficient work to obtain work from others with greater skills in client origination.

· Law firms allow the cost of offices, equipment and other expenses to be spread over a wider group.  Loans and credit may also be more easily obtained.

· The income-sharing aspect of law firm practice usually provides a more steady, dependable income flow for each lawyer.

· When allowed by the court and agreed with the client, different lawyers from the law firm can be involved in a case.  These arrangements can reduce scheduling problems frequently encountered by individual lawyers.

· The presence of other lawyers in the office provides a source for consultation on complex legal issues.


Law firms also have negative aspects, including:

· Lawyers joining law firms must give up some of their independence, since group decision-making will be required.

· The income-sharing aspect of law firm practice frequently requires lawyers who earn large individual fees to share these fees with the other members.

· As law firms grow, the amount of management activity increases, often requiring more sophisticated and extensive management systems.

Dividing the Profits in a Law Firm


The most difficult aspect of starting and maintaining any law firm is devising a method to divide the firms' profits.  In the United States, the agreement by which this is done is usually called a compensation plan.  Many planned law firms fail because agreement cannot be reached on this issue.  Many existing law firms fail because some members become dissatisfied with the division of profits.  Creating a compensation plan, which will work for the lawyers involved in a firm, is a critical priority in law firm organization.


No single, perfect solution exists, since each law firm is different.  Each law firm has a particular mix of attorneys, with different talents, expectations and personalities.  To be successful, any compensation plan must fit the peculiarities of a specific firm.


But some general principles and alternatives have been developed in the United States during the past two hundred years.  Some of these concepts may be helpful to Qatari lawyers interested in this issue.

Confederation or Team  


A fundamental choice for any law firm, which will significantly impact on its compensation plan, is how the lawyers in the firm will function together.  Though in actual practice each law firm develops its own unique "culture", it is helpful to understand the two distinctly different models:  the confederation and the team.


1.
Confederation.  In a confederation, each lawyer develops individual client relationships.  Lawyers within the firm may compete for clients.  Lawyers within the firm seldom cooperate or collaborate.  The law firm in reality is little more than an office sharing arrangement, and exists primarily to facilitate each individual lawyer's practice.


Some lawyers prefer confederations, since it allows them to remain independent and to push for personal goals.  But confederations have some obvious shortcomings.  Overall firm strategies are difficult to prepare and implement.  Specialization, training, quality control and the efficient use of resources are often ignored or given little attention.


For these reasons, law firms which function as confederations usually adopt compensation plans based upon work production and client origination.  These topics are discussed below.


2.
Team.  In a law firm that follows the team approach, lawyers strive to serve clients as a single entity, rather than as a collection of individuals.  Individual lawyers tend to specialize.  Clients are viewed as firm clients, rather than as the client of a specific lawyer.  When the client has a problem, he or she is referred to the lawyer best able to handle the matter.


This approach requires lawyers to subordinate their individual egos to the principle that clients are better served by the team approach.  Competitiveness is channeled into firm versus firm competition, rather than individual lawyer versus individual lawyer.


In creating their compensation plans, firms following the team approach generally do not utilize strict statistical formulas based on work production and client origination.  Instead, these firms adopt compensation plans emphasizing seniority and equality among peers.

Factors Considered in Compensation Plans


When a law firm creates a compensation plan, it must consider several factors.  Depending on the firm and the lawyers in it, these factors may be given different weights.  Some factors may be completely ignored.  These factors include:


1.
Fees Collected.   Law firms are economic organizations, existing to provide income to their members.  For this reason, compensation plans frequently give weight to the amount of fees collected by the individual lawyers.


2.
Hours Worked.  The number of hours worked by each lawyer is often considered important in dividing the profits.  In many cases, the hours worked are in direct proportion to fees collected.  But in some instances, a lawyer may spend substantial amounts of time on tasks for which no fee is received.  This may include:




- 
work for clients who fail to pay;




-
free legal services for the poor or charities;




- 
efforts on behalf of Bar or professional organizations.

Though this work has no direct economic value, many firms recognize that these matters are a necessary part of the profession.  Hours spent on these tasks often are considered in compensation plans.


3.
Client Origination.  Clients who provide fee income are necessary for firm survival.  Lawyers who can attract new clients therefore are vital to a law firm.  Unfortunately, this factor is difficult to measure.  Many law firms attempt to create accounting systems, which allow them to track income generated by specific clients, and to allocate some of the income to the person who brought in the client.  Other law firms view client origination less scientifically, and apply subjective weighting to reflect the perceived accomplishments of individual lawyers in this area.


4.
Expertise.  Another factor that is difficult to measure is expertise.  Law firms benefit when clients, other lawyers and judges know that one or more members of the firm are experts in particular fields.  Even where this lawyer does no work for the client, the expert lawyer's presence may have helped attract the client.  Some firms accordingly give this factor weight in their compensation plan.


5.
Community Status.  One intangible which is difficult to measure, but which may have significant economic impacts, is a lawyer's status as a leader in the Bar or the broader community.  Though quantification is nearly impossible, some law firms consider these factors in dividing the profits.


6.
Seniority.  In the United States, seniority is usually given significant weight in compensation plans for lawyers.  This emphasis is based upon the intuitive notion that many other factors which are difficult  to value in a statistical sense - client origination, training of young lawyers, expertise, community status, leadership - increase as a lawyer matures.


7.
Management.  The business and administrative aspects of running a law firm can consume large amounts of time.  Lawyers who take on these tasks either must sacrifice time which otherwise would be spent on fee generating work, or perform the tasks in their personal time.  In either event, lawyers normally are compensated for performing these tasks.


8.
Financial Contributions.  Law firms require financial investments to cover costs for such items as office space, library resources and equipment.  Larger firms require substantial investments.  Those lawyers who contribute financial resources for these purposes normally are rewarded in the compensation plan.


The specific circumstances of each firm will determine the weight to be given the various factors.  For a compensation plan to be workable, it must account for these factors in a way that is generally acceptable to the members.

The Mechanics of Dividing Profits


Any system for dividing profits must address some fundamental issues common to all compensation plans. 


1.
Mathematics.  The traditional method of dividing profits is by use of percentages.  Each member of the law firm is given a percentage share of the profits, so that the sum of their percentages equal 100%.  For example in the firm of A, B, C, and D, profits might be shared as follows:

A


  50%

B


  20%

C


  20%

D


  10%
                   





100%


The obvious advantage of this approach is simplicity.  The subtle disadvantage is the psychological impact on members when their percentage declines.  Returning to the example, in the next year D has excelled so that under the compensation plan he is entitled to a greater percentage of the profits.  The new percentages become:

A


40%

B


16%

C


16%

D


28%
             




          100%


For the other three members of the firm, the new percentages show that they have lost percentage points.  Even though they all agreed to the compensation plan, and even though the increase in firm income due to D's work may have increased their personal income, the impact on a lawyer's ego of "losing" percentage points can be significant.


To avoid this psychological problem, some law firms have adopted the point system.  Rather than using a closed system totaling 100%, the point system is open-ended.  Lawyers don't "lose" points; achievers are simply rewarded with increased points.  Their share of the profits is proportional to their share of the total points.  If the hypothetical law firm used a point system, the results would be:






Year 1

Year 2
A

   10

   10

B

     4

     4

C

     4

     4

D

     2

     7
 



   
   20 points         25 points


With this system, A, B, and C have not lost any points.  D, however, has increased his share of the profits.  In fact, the monetary results under both systems are the same.  The psychological impacts, however, can be significantly different.


2.
Setting and Revising the Division of Profits.  The normal practice for law firms in the United States is to review and adjust the allocation of profits each year in accordance with the compensation plan.  Most law firms use a prospective method of dividing profits.  Under this approach, income shares are determined at the beginning of the year and apply to that year.


Fewer firms use a retrospective approach, i.e. they determine income allocations for the year at the end of that year.  This latter approach more accurately rewards a lawyer with the fruits of his or her labor in the year it is earned.  But the retrospective approach requires that most of the profits be held until year-end before they can be distributed.  Few lawyers can afford to defer income for such a long period of time.


3.
Distribution Cycles.  Dividing the profits of a law firm, or any business, can present problems of timing.  Income and expenses do not arrive in an even flow.  A premature division of profits may leave the law firm a few days later with insufficient money to cover expenses.


Most law firms in the United States solve this problem by using a system of draws and distributions.  Compensation plans usually provide each partner with a weekly, biweekly, semi-monthly or monthly draw.  This constitutes an advance against expected profits, and is like a salary.  Law firms will carefully estimate profits so that draws do not exceed profits.  However, should draws exceed profits actually earned, the partners are expected to repay any excess or have amounts withheld from later payments.


Because draws intentionally underestimate profits, the remaining amounts are distributed to the law firm members in a distribution.  The typical cycle for distributions of profit is quarterly, though some firms distribute more or less frequently.  Some even wait to distribute only at year-end.


But law firms seldom distribute all profits.  Many compensation plans specify that a reserve must be maintained at all times to cover anticipated expenses.  Distributions cannot reduce the law firm's monetary balance below this reserve amount.


Using the hypothetical, the compensation plan of the law firm of A, B, C and D for Year 1 could provide for semi-monthly draws, quarterly distributions and a reserve of 25,000  QAR.  If income for the first quarter was 75,000 QAR, this hypothetical law firm's financial statement for the quarter might look as follows:







Total draws

% of Income 
Semi- Monthly draw 
 1/1  -  31/3 
Distribution on 31/3
A 
       50% 

2,500 
   15,000 

10,000

B
       20%

1,000 
     6,000

  4,000

C
       20%

1,000 
     6,000 

  4,000

D
       10% 

  500

     3,000

  2,000




           


   30,000        +      
20,000        =        50,000


By using this method, the law firm is able to provide its members with income on a regular basis, distribute income on the basis of the agreed percentages, and provide a reserve against future expenses.

Systems for Dividing Profits


 Regardless whether percentages or points are used, or whether they are set prospectively or retrospectively, some system for dividing the profit must be devised.  In this respect, compensation plans fall into four basic categories:

· Subjective, performance-based systems

· Lock-step or equal sharing systems

· Objective, performance-based systems

· Mixed systems

Each of these systems has its own unique attributes.


1.
Subjective Systems.  A subjective compensation plan is one in which the firm reviews the performance of each member and subjectively determines the lawyer's share of profits.  No mathematical formula is used.  Instead, statistical data and information is reviewed, and a subjective judgement is made regarding partnership shares.


The mechanisms of subjective systems vary from firm to firm.  The decision on partnership shares can be made by the entire firm, by a committee, or by a single lawyer.  A typical system will have a compensation committee appointed to prepare recommendations, which must then be approved by the entire firm.


An alternative procedure used in some firms is a mutual rating system.  By this method each individual member is allowed to cast a secret ballot stating a preferred division of profits.  The ballots are compiled and averaged by a neutral party.  Often the high and low amounts for each lawyer are disregarded to avoid intentional overstatement or understatement.


Subjective systems often are the most accurate reflection of the various lawyers' true beliefs concerning the worth of the firm's members.  But because the results are viewed as personal statements, egos can be easily injured.  Moreover, subjective systems lack certainty, because a lawyer can never be certain how he or she will be treated by the other members.  Depending upon the personalities of the lawyers in the firm, these problems may or may not favor a subjective compensation plan.


2.
Lock-Step Systems.  Another frequently used system looks primarily at seniority, and advances members over a period of time based on their years of practice with the firm.  Under this system, all partners with the same number of years of practice are paid the same amount.  Each year they all gain in seniority, hence the "lock-step" description.  Frequently a maximum will be established, so that all lawyers who have practiced more than a certain number of years are treated the same.


Using the hypothetical law firm, and assuming that ten years was the maximum seniority, the firm's lawyers would be treated as follows:



         

Year 1

Year 2

Year 3
A

   10

   10

   10

B

     4

     5

     6

C

     4

     5

     6

D
 
     2

     3

     4


This system is entirely non-competitive and avoids injuries to egos, but is workable only where the team approach is fully adopted by the firm.  The pitfall of the system is that it lacks accountability.  Energetic and lazy lawyers are paid the same.  Progress is automatic, regardless of effort.  This inability of hard-working lawyers to affect their own income can be a serious problem, especially where other lawyers are perceived to be lazy or less efficient.


3.
Objective Systems.  Lawyers who are frustrated mathematicians love objective or formula-based systems.  Under this approach, various factors are quantified, the variables are incorporated into a mathematical formula, and the division of profits calculated in a purely arithmetic manner.


The purpose of these systems is to overcome the ego injuries and lack of certainty which arise in a subjective system, while still avoiding the limitations of the lock-step system.  One famous American lawyer advocate of objective systems contended that such statistics "are impersonal but plainly indicate what adjustments among the partners are in order."


Unfortunately, the mathematics of such formulas can be extremely complicated.  As discussed in a prior section, compensation plans normally must give weight to a variety of factors.  Quantifying these factors, i.e. placing a number value on them, can be difficult.  What is the proper number value for being secretary of the local Bar Association compared to being a member of the Municipal Council?  Similar problems arise when the various factors are weighed.  Should management effort be given more or less weight than client origination?  These are difficult questions to answer.

Despite these problems, law firms try to find mathematical formulas they can adopt.  Very few firms adopt the same system, since each formula reflects the particular circumstances of a specific law firm.  One frequently used approach is the credit system.  Under this approach, lawyers are permitted to earn numerical credits in the various categories of factors considered important by the law firm.  These credits may be calculated in money, points or on some other basis.  These numerical values are totaled for each lawyer, and income percentages are based on the relationship the individual partner's numerical credits bear to the total for the entire law firm.  (See Appendix 9)


An alternative to the credit system is the work purchase system.  The theory underlying this approach is that the principal lawyer handling a client's affairs is viewed as the manager of that client's work.  If the managing lawyer uses another member of the firm, he or she may "purchase" their time at some percentage of their hourly rate (e.g. 85%).  The managing lawyer then bills the client, pays the other members for their work, and keeps any profit on the billing.  Lawyers involved in management and training activities simply charge the other members for a proportional share of the time spent on those tasks.


Regardless which type of objective system is adopted, the system may be complex and difficult to administer.  Disputes regarding computational methods frequently arise.  Equally important, despite the best efforts at quantifying and weighing the various factors, some lawyers will feel that the mathematical formula favors others to their disadvantage.  


These systems may also cause lawyers to skew their work away from the optimum practice and toward those factors that seem disproportionately favored.  If the system favors client origination, lawyers will spend disproportionate effort in that area, while a system favoring fees collected will result in a shift in a different direction.


4.
Mixed Systems.  Because of the pitfalls in the "pure" systems, many law firms adopt mixed systems.  These compensation plans adopt elements from two or all of the other systems, to create a compromise acceptable to the members of the firm.


The types of mixed systems are as varied as lawyers' imaginations.  One common approach is to use a modified lock-step system, which divides profits based on seniority so long as all lawyers meet minimum objective standards.  Those lawyers who do not meet the standards are penalized while those who do exceptionally well are rewarded.


Another form of mixed system is the tiered approach.  In law firms following this scheme, profits are divided into tiers with the division of profits in each tier handled by a separate plan.  (See Appendix 10)


A third approach is to create an objective system, but also create a subjective scheme to readjust the outcome or allocate a specified portion of the profits.  In this way, the negative aspects of an objective system can be lessened while still preserving some incentives.


While mixed systems never solve all problems, they allow law firms to adjust compensation plans to fit their particular needs.  Since the purpose of compensation plans is to satisfy the firm's members, rather than achieve some theoretical purity, this accomplishment often may represent the best solution to a difficult problem.

Lawyers Working on Contract


Individual lawyers and law firms often will employ other lawyers under a contract.  These latter lawyers, usually called associates in the United States, do not share in profits, but instead receive payment based on the provisions of their employment contract.  Under the laws of some countries, these arrangements may be illegal.  Nonetheless, the system provides principles that may be useful as private law firm practice evolves in Qatar.

Who is an Associate?


In the United States, the majority of all associates are young lawyers who view their status as temporary while waiting to become a member of the firm.  Time spent as an associate thus serves three purposes:

· to train the associate;

· to allow the law firm and the associate to determine if the associate is suitable 
to become a member of the firm;

· to generate profit for the firm.


The first two points frequently overlap.  Law firms at the same time train young lawyers and evaluate them for future membership in the firm.  Obviously, some law firms do a better job of training and evaluation than other firms.  The strength of a training program is often a key factor in attracting highly qualified young lawyers.


The average length of time spent as an associate varies from law firm to law firm, ranging from two to nine years.  During this same time, associates also are evaluating the law firm, trying to decide if they want to join as a member if the opportunity is offered. 


But law firms are not charities.  Law firms employ associates to make money, not simply to train the young.  Indeed, because many associates either are not asked to become members of the law firm, or choose on their own to take a different job, law firms cannot afford to lose money when employing associates.


This problem is solved by simple market economics:  law firms expect to bill and collect from clients for services provided by associates.  If the firm handles the situation properly, it will receive income in excess of the amount it must pay the associate.  This concept is called leverage, i.e. using associates to generate profits which are divided among the members of the law firm.


Under socialist theory, this system may be viewed as a classic example of exploitation of labor.  Yet it is a fundamental incentive for older lawyers and law firms to employ and train young lawyers.  The critical feature of the system is that both sides obtain fair value in the bargain:  the law firm earns a profit, the young lawyer receives a salary and training, and both parties can evaluate the other for a more permanent relationship.

Paying Associates


For the system to function, associates must be paid a remuneration that is sufficient to induce them to stay with the law firm rather than accept other, higher paying positions.  On the other hand, the remuneration of an associate cannot be so high that the law firm cannot make a profit on his or her work.


A guideline often used in the United States in this situation is the "rule of threes."  This theory provides that an associate should generate fee income equal to three times his or her salary.  The rationale for this rule is that one-third of the fees will be used to pay the associate, one-third to defray the expense of maintaining the associate (office space, equipment, etc.) and one-third to generate profit for the law firm.  In actual operation these guidelines seldom are accurate, but they provide a concrete conceptualization of the general principles.


Remuneration for associates normally increases each year.  Like all employees, associates expect yearly raises.  Apart from their economic needs, these increases satisfy the emotional need to be making progress towards membership in the law firm.  Moreover, as associates learn and mature, the income generated by their fees should increase.  Even under the "rule of threes," associates should share to some degree in the income they produce.


The typical method of computing associate remuneration is a salary, i.e. a total yearly remuneration paid on a weekly, biweekly, semi-monthly or monthly basis.  The salary is set by contract between the law firm and the associate.  The amount is usually based on a variety of factors, though often the most important is the amount which the associate could earn in another position.  Many firms also pay year-end bonuses to associates to reward those who have achieved at or above expectations.


Some law firms take a different approach.  In addition to a small salary, associates may be paid a percentage of the income they generate.  This percentage is often higher for income from clients originated by the associate, and lower for income from work done for firm clients.


Other firms will adopt a plan which pays an associate additional amounts when his fee income exceeds a specified level regardless who brought in the work.  These plans allow energetic associates to maximize their income, while the firm benefits from its share of collected fees.

Invitations to Become a Member of the Law Firm  


The ultimate goal of many young associates is to become a member of the law firm.  For both the associate and the law firm, this can be a major decision.


Because expectations are high, it is preferable to set a schedule for firm membership when an associate is initially employed.  Associates should be told when the law firm is likely to first consider them for partnership, whether it be three, six or nine years.  The law firm should commit to periodically tell associates if they are progressing on schedule.  Associates also should be informed about the terms of membership, so that they are not surprised to learn after several years that the law firm's treatment of new members is unacceptable.


The decision to invite an associate to become a member of the law firm usually requires a vote of the entire firm.  Often more than a simple majority is required, because a new member who is opposed by 49% of the law firm will have a difficult time in a potentially hostile work environment.

Permanent Associates


In some firms all associates are not young lawyers seeking to become members of the firm.  Instead, the firm may hire permanent associates, who are lawyers working on contract with no expectation of becoming a member of the firm.  Lawyers who are content with a lower pressure position and a fixed income generally favor these arrangements.  Their contract and remuneration may be similar to a younger associate; only their expectations about firm membership are different.

Secretaries and Other Office Employees


A market economy is a paper-based system.  As major participants in this system on behalf of their clients, lawyers in a market economy will soon become significant producers of documents such contracts, company statutes, and licensing arrangements.  In addition, as courts adjust to the needs of the new economic situation, fewer matters will be handled orally in court and more will be handled by filing papers with the court.  Finding an efficient way to prepare and distribute documents is a major task for lawyers.  In the United States, this involves the use of employees who are not lawyers

Secretaries


Most lawyers in the United States consider a secretary as necessary as breathing or eating.  A good secretary will handle most of the routine tasks that do not require a lawyer's personal attention.  These include:

· typing documents;

· answering the telephone;

· arranging appointments;

· organizing and maintaining separate files for clients in the office.


By assigning these tasks to a secretary, a lawyer will have more time available to do work for clients.  And since many of these former tasks are not particularly exciting for lawyers, the use of secretaries makes the practice of law more enjoyable.

Legal Assistants


In the past decade, lawyers have begun using another type of office employee known as a legal assistant or paralegal.  These employees are non-lawyers who are trained in a particular area of the law and carry out limited tasks under the supervision of a lawyer.  In the past, these employees often were experienced legal secretaries who over the years learned about the law from the work that they performed in a law office.  Over the past few years the job has become a profession, with special schools offering one or two-year courses in training legal assistants.  Many legal assistants now receive an undergraduate university degree before they attend these training schools.


Legal assistants perform many jobs, which require some knowledge of the law, but are basically repetitive or require the use of standard forms or procedures.  In the United States, legal assistants will prepare simple wills, standard contracts, company statutes, or routine court documents.  In all instances, these documents are prepared as a draft for the lawyer to review, and the lawyer is expected to carefully examine the draft document and make the necessary changes using his or her legal expertise.  If there are errors in the legal assistant's work that the lawyer does not locate, the lawyer is held responsible.


Under some circumstances, legal assistants take on other tasks.  In some offices that handle a large number of routine matters, a legal assistant will do initial client interviews to obtain the information necessary to handle the case.  Some legal assistants serve as investigators or researchers to help the lawyer locate and organize information, documents or witnesses needed to handle a client's case.  Legal assistants often serve as a communications link between lawyers and their clients, so that the client can reach someone within the office for information when the lawyer is absent or busy with other matters.


The purpose for using legal assistants is to relieve the lawyer from tasks that do not require a lawyer's attention, and to reduce the cost to the client.  Clients should be informed and agree in advance that the legal assistant will work on their case, and that they will be billed for the legal assistant's work.  In the United States, lawyers will bill the legal assistant's time to the client on the invoice in the same manner as the lawyer's time is billed.  The hourly rate of the legal assistant will be much lower than the lawyer's rate, usually one third to one fourth of the lawyer's rate.

Hiring Office Employees


Each country has its own insurance, pension and other requirements that must be met when hiring office employees.   Qatari lawyers, like their American counterparts, must comply with those requirements.  But in both countries, a very important issue is often to hire the proper person, one who will do a good job in the position they fulfill.  American experts in this field make several suggestions in hiring office employees:


1.
Test the skills of an employee before hiring.  A critical facet of hiring any employee is to evaluate in advance whether he or she has the skills to perform the work that the lawyer wants accomplished.  If a secretary will be doing typing, a test of typing skills should be administered.  Similarly, if a telephonist position is open, a demonstration of skills should be required before hiring the employee.


2.
Allow ample time for the hiring process.  Lawyers and other employers are often in a hurry to complete the hiring process, since it takes away time from more important tasks.  Experts recommend that the process should not be hurried, that several applicants should be interviewed and evaluated, and that care be used in the selection process.  If the process is hurried and a bad choice is made, the lawyer may be required to begin again in a few weeks.


3.
Consider hiring part-time or trainee employees. Especially when a lawyer is just beginning private practice, it is often unnecessary to have a full-time secretary working in the office at all times.  In the United States, such lawyers will often hire part-time or trainee employees who are studying at local schools.  These employees are eager to work and improve their skills, and frequently will do excellent work at a lower rate than a professional secretary. 


4.
Reach a clear understanding with the employee concerning his or her duties.  In any employment relationship, there is often a difference between what the employer expects to have done, and what the employee expects to do.  Prior to hiring any new office employee, the lawyer should carefully discuss and reach an agreement with the employees concerning the tasks to be performed.  


Equally important, since office employees are a representative of the lawyer, they should be instructed concerning the proper attitude and etiquette to be used with clients and others.  Lawyers will quickly find their clients slipping away if they hire a secretary who is rude or speaks disparagingly about the client, the lawyer, or the legal process.  There will be plenty of other lawyers who are willing to handle the client's case, so no client will or should have to suffer with improper treatment from a lawyer's office employees.

The Future


The challenges and opportunities for private lawyers in a market economy are great.  Yet private lawyers, with sufficient economic independence to resist State pressures, are a vital component to sustaining the rule of law.    Qatari lawyers must play this role in the future of their country.  The American Bar Association hopes that our Qatari colleagues may find useful models for their evolving profession in principles of American private practice.
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5.    After the Court has ruled 


in favor of your client. 


"You are a fantastic 


lawyer.  No other lawyer


could have won this case."





6.    Ten days later. "You are a 


        good lawyer, but the law and 


        the evidence was on my side."





7.    One month later. "You 


       did your job, but there 


       was no way I could lose."





8.    Two months later. "I never


       needed a lawyer.  You made a 


       major lawsuit out of a simple 


       case to build up your fee.  I'm 


       not going to pay you."
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4.    During trial. "You are


doing a great job handling this case."
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3.    During preparation for


Trial.  "I'm impressed.


You have learned so much


about beer and my 


business."
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2.    Two days after the meeting.


"If I lose this case, I


will be bankrupt."
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1.    The day the client is sued.


"I am in big trouble.  I


should have tasted the beer


before I shipped it."
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