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Today’s Agenda

® An introduction : HKPC & EES
® Trends on productivity
® Challenges to SME law firms

® Quality lawyers - A new productivity paradigm

® Questions & Answers Ceo®
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HKPC : 35 years in Hong Kong productivity

® A statutory body established in 1967

® Highlights :
< Expenditures : $499M
< Fee Income : $343M

R

+ Activities :
> Industry level :

> 21 conferences and exhibitions; industry bulletin and
directories; centers of excellence; government funded
industry projects; Awards

> Enterprise Level :

> Over 1600 consultancy and in-company training
projects

> Individual level :

> Over 1500 training programs; seminars and
hkseminar.com
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Joint Professional Centre A

® Founded by 10 leading professional
bodies in Hong Kong

® |WISE Strategy to support
development of Hong Kong
professional services

® Virtual gateway to HK
Professionals
(http://www.hkprofessionals.org/)
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Productivity defined in formula
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Changes of Macro-environments Impacting on productivity

Globalization : convergence of
markets; advantage in scale; supply >
demand

echnology
advancement : N ﬂ

Internet
Environments :
access & price
to information;

fast growing applications; HWH o

value memory capacity; PrOd UCthlty gog)zgq;ﬁgtlon

adoption of young .

professionals / i\ mode & relations;
*

China growth : Economic re-structuring :
investment; market; value migration; survival of
internationalization; fitness

human capital
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Implications
® Competition
®Business

®Cost

®Survival
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New management paradigm to create competitive advantage

® Six Focuses framework

Innovation &
Change

Human
Capital
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Managing Customer
Performance Focus

Leadership
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Global critical trends in legal practice

® Better service, lower costs

® Profitability and value migration
® Increased competition

® Market segmentation

® |nvestment in technology

® |Increased interconnection : regional & global; internal & external;

partners & clients

Profit

Source: Steele Scharbach Associates LLC
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3 key development impact on legal management and technology

e Legal process re-engineering — reduce litigation costs

Litigation management system, document imaging/retrieval system

e Transactional practice re-engineering - reduce cost
of counseling & transactional services
= Document management, workflow systems reducing costs in labor,
planning, management and document production

e Back office process re-engineering — reduce financial,
accounting & HR costs

= Knowledge management, business intelligence, office automation,
business process re-engineering

Source: Steele Scharbach Associates LLC
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Technology revolutionalize the gain of productivity in the
practice of law firm

1

Creating, Storing and

Performing research
Retrieving documents

Technology

Communication in the Managing the practice of law
firms and with clients on case & firm levels
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Quality Lawyer : A new paradigm to consider

Process-oriented organization

Understand critical processes to sustain competitive advantage

® AIM2S Framework in search of productivity excellence (audit; is;
mapping; should)

® |SO standard to guide quality re-engineering

® Continuous benchmarking for setting regional standard
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The 4 Waves of Process-Oriented Management

Process-Based
StFrategic ) Competition (future)
octs Process-Oriented
u Organization (now)
~

Business Process

Operation | Reengineering (90s)
Focus

Total Quality
“Management (80s)
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Understanding “Process”

@ Activities involved that turn inputs into output

L/
BUTTE
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Activities .. Activities ..

Input | Process
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Process-Oriented Organization

® From an Organization standpoint
costs are incurred and what value created

Materials

J

Process

....to understand how

Produce

Outputs

Hong Kong
Productivity Council
BHEEELRABR

LAW

Productivity Enahancement of SME

FIRMS




Productivity formula applied to legal practice

Time

Input

«Capital
*Man-hours
Information

I

Activit¥

*Negotiation
*Drafting agreement
*Counseling

«Case investigation
*Research

*Preparing the bill

@stomer satisfaction

Output

@akeholders satisfaction
*No. of reports

*No. of case handled
*No. of case success
*No. of visits

Quality

©
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Do you know the value of your activities?

Traditional Costing

Traditional Accounting View

Resources I ‘

Financial Accounting View \

HR Department

Actual Planned  Variance
Salary $242,000  $200,000  $(42,000)
Allocation
OH applied Consulting Fee 67,800 20,000 (47,800)
atflatrate, Travel Expenses 4,600 5,000 400
PrOdl_“:tSI Stationery 22,200 24,000 1,800
Services
Supplies 60,000 60,000 -
Output Sundry 13,400 12,000 (1,400)
------------ = Productivity Total $410,000  $321,000  $(89,000)
Input
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Pitfalls of the conventional paradigm

\ Financial Accounting View \

HR Department

Actual
Salary $242,000
Consulting Fee 67,800
Travel Expenses 4,600
Stationery 22,200
Supplies 60,000
Sundry 13,400
Total $410,000
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Planned Variance
$200,000 $(42,000)

20,000 (47,800) @

5,000 400
24,000 1,800
60,000 -
12,000 (1,400) @

$321,000 $(89,000)

Revenue/cost/profit relations

Which service line
contribute the most?

Who are the most profitable

customers?

Where will be the growth?
Costs to delivery the services
Where do we spent the

most?

The service delivery costs

and why?

Managers find difficult to
identify cost saving areas

How to improve our services
and business at lower costs

= Operating process
Investment .....

Productivity Enahancement of SME
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Understand how resources are being consumed

Activity Costs: Activity-Based
Activity Costs: Chart of Accountants Engineering Department
Engineering Department [ Prepare Routings 101,500
Salaries 600,000{ [{Prepare BOMs 145,500
Equipment 150,000 1 Design Tooling 158,000
Travel Expenses 600001 3 Izrr(:::t::ss rI]EOr:;t':;Ztr)'gn ;hanges 1113888
- I I )

Supplies 40,000} H Process Special Orders 151,000
Use & Occupancy 30,000 H Train Employees 74,500
Total 880,000| [{Prepare Monthly Reports 83,000
[ Total 880,009

Hong Kong
Productivity Council
BHEEELRABR

L AW

Productivity Enahancement of SME

FIRMS




Activity-based Approach to improve productivity

® |dentify and cost the key processes and activities
® |dentify opportunities for continuous improvement
® Determine an average unit cost

® |dentify product/service/customer profitability

@ Establish benchmarking criteria

® |dentify key processes for ISO certification

® Understand the associated cost drivers
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ActiValue Framework in search of productivity excellence — how
to develop your POM system

Input
Sources Process

Continue
Customer |::> Improvement

Staff

Deliverables

IS Maps
SHOULD
Maps
Efficiency
Audit Report
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Doing “IS” Mapping

® Purpose

* To understand current
ways to do things =)

* To understand critical
success factors to

process performance

* To identify value and
non-value added steps

* To review process

ownership
® Deliverables
* “IS” Maps
Hong Kong Productivity Enahancement of SME : -
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Doing Efficiency Audit

® Purpose

* To visualize real
processl/activity costs

* To identify non value-added
activity cost

* To identify target cost/activity
areas

» Estimate cost saving and
efficiency improvement goals

through benchmarking
® Deliverables e
+ Efficiency report
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Doing “Should” Mapping

® Purpose

* To develop new ways to
complete jobs

» To reduce non-value added
activities

* Aiming at cost saving and
efficiency targets

* To re-define process owner

* To change mind set of doing 2

things + Achievement
— Reduce 4 activity steps
® Deliverables (36%)
+ “SHOULD” Maps — Shorten process lead-time
+ Implementation Plan by 2 days (44%)
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Understand critical processes to sustain competitive advantage

® Process : Prepare estimate

Customer Clarify 20%
Require&ﬁats ~ 50% 0 ¥ Rework $70K
b I
ol

b,

“?l]%

. Review B Presernt
Marketing Customer ES;E’::{:S oot m
= ) Redmits.
Requirements: $140K ? ¥ Customer
| $50K I
] Idertify IATEREE
Purchasing Wendors Estimates
$50K $90K

® Find out few critical process of law firms Total process cost - $410K

+ Litigation process «  Unit cost - $4100
« Billing process ............. etc. « Cost of rework - $130K
* Cycle time 1 week/3 months
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POM Words of Wisdom

® Activities are never the concern, but the outputs are, if
unhappy, changes are needed.

® Increase efficiency = reduction of steps

® Don’t jump to fix things right away; review the big picture; let
the outputs tell you the problem.

® Get early involvement from operation level.
® Simple is always the best.
® Never measure Inputs, measure Outputs.
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Identify critical processes for ISO certification

A series of quality system standards issued by

International Organization
for
Standardization (ISO)
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ISO 9001 standard to guide quality re-engineering

Quality Management System
Continual Improvement

—

—S—|
C = — — — —~< = Management e
u F: responsibility Q? : U
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easurement,
T : Resource analysis, &\ z T
o|. management improvement t | O
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R rt‘ Product Product/ R
s fand/or service) out Service
L realization L |
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How ISO benefit quality reengineering in legal practices

® Clear organizational structure
and responsibilities

® Standardize practices and
improve communication

® Enhance control and consistent
operating effectiveness

® Increase profitability
® Increase customer satisfaction

Hong Kong Productivity Enahancement of SME
Productivity Council
BREEENRAB  LAW FIRMS




Driving change and results by good performance management

“What you measure ; what you get”
® Balanced Scorecard approach : An example

N N
Clients Finances
J J
N N
Internal Organizational
Operations Growth & Learning
J J

Clients Finance Internal Operations Organizational Growth & Learning
ObjectiveDhjertves Cineetiatsidt idome e qiixpianivian @REBGe associate turnover

Tool: Anndai@uienytlggahtoetipodiRtrdpdeplorAnnual satisfaction survey

Target: Increaget bin ks tiRERIdoS oy $ 5% piatyBarog udayeer by 30% in three years
Initiatives: |Bifierive scire it Snitbebbyndd o S editer indkppoelttisag dideirg spood emtion m

Hong Kong Productivity Enahancement of SME
Productivity Council e )
BREENRAD L AW FIRMS \

Continuous benchmarking for setting regional standard

e |dentify “best practices” for similar processes in other
organizations Thies Lovels o1 P rocess Porermance

Baseline Entitlement Benchmark

e Positioning the level of process performance

e Baseline — a snapshot tells how well the process is
performing at a given point in time

e Entitlement — the best that can be achieved by the effective
use of current resources to eliminate rework or improve
cycle time

e Benchmark — indicates the best in class performance for a
truly optimized process

Hong Kong Productivity Enahancement of SME s
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Continuous benchmarking for setting regional standard

e Through benchmarking,
companies can
« compare costs
effectiveness
- identify target
improvement areas

- set realistic cost reduction

goals

« Show how even the best
can become better

e Applying in legal practices,
can address :
- Law firm efficiency

- Law firm management style,

staffing policies

« Legal billing rates and
methodology

Hong Kong
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Top 10 Benchmarked Business
Process

Customer service/satisfaction

Information systems/technology

Employee development/training

Process improvement/management

Call centers/help desks

Performance
measurement/improvement

Employee recruiting /staffing

Manufacturing/assembly

Human resources

Project management
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Questions & Answers
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HKPC : 35 years in Hong Kong productivity

Small & Medium
Enterprises

China
Operations

Innovative
Enterprises

b I08 vouel
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SME Centre : Solution Hub

® SMECARE Net 4ME
® Highlights: S e mn
4 programs per week; over 8000 participants in a year

Expert hotline and clinics : serve over 2000 SMEs

Quarterly release SME Operating Environment Index

Hong Kong SME Award

® Future Programs:
— Enterprise Performance Alert
— SME Finance Net
— SME China market expert support program
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SMECARE Net

SMECARE Net NXWE @ 2R E
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