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bigger Isn’t 
better
One-stop shopping at giant  
global firms has its limits, says  
GE’s former top lawyer.

By Ben W. Heineman, Jr.

ey, culture, and, ultimately, the foundational question of 
who controls the corporation’s legal matters.

These questions have become more salient as the 
global economy turns down, but big firms’ expenses and 
rates continue to rise. I recognize that Ge may not be 
representative of in-house law departments, even big 
ones, and that global firms will point to paying clients as 
the best answer to doubts. I will return to these points at 
the end. but let me summarize the fundamental ques-
tions that potentially separate global law departments 
and large global law firms. (These questions may also 
apply to midsize firms.) 
■ Does globalization create higher costs? When firms 
expand, especially by acquisition, they are clearly taking 
on higher costs in people, space, and infrastructure. Yet, 
how many law firms have detailed, systematic integra-
tion policies, which identify “synergies” that can lead to 
cost reductions? How many have relentless, durable cost 
control programs? How often do we hear that many of 
the overseas offices or acquired firms are “loss leaders”? 
Indeed, global firms may often finance part of their ex-
pansion with debt, leading to even higher annual costs 
and greater risk. 
■ Do higher costs (anD increaseD risks) put enormous 
pressure on firms to bill more per partner and per mat-
ter to cover the huge annual costs of a global firm—
even before equity partners take home profits? my 
Ge meetings with big-firm leaders usually began with 
a stark comparison of differing economic imperatives 
and worldviews. I had to operate the legal department 

He rIse of larGe, HIGH-qualITY, 
global corporate law departments started 
more than 20 years ago. It was aimed, in part, 
at breaking up the “monopolies” that law 

firms had with corporations. using a range of initiatives 
from requests for proposals to auctions, in-house coun-
sel sought to end these cozy relationships and introduce 
a measure of competition into the law firm–client dy-
namic. The mantra of “lawyers, not law firms” was ut-
tered so often that it became a cliché. 

because of these pressures—among others—law 
firms increasingly focused on becoming more effective 
business organizations. some followed globalizing cli-
ents and looked to provide cross-specialty, cross-border 
service, either through acquisitions or organic growth, 
or both. This trend led to the rise of global megafirms—
such as Clifford Chance, linklaters, Jones Day, fresh-
fields, allen & overy, White & Case, latham, and 
skadden—with about 2,000 lawyers (plus or minus 10 
percent), a significant proportion of whom practice out-
side their home country.  

These firms have sought to regain monopoly positions 
with desirable multinational clients by aggressively as-
serting that they are a global “brand” in various types of 
practices (such as capital markets, transactions, litigation, 
or full service). until this year’s economic downturn, 
many of these firms had rising revenues and profits per 
partner. as a result, many have argued that bigger is bet-
ter and that consolidation for global one-stop shopping is 
inevitable in the business of law. 

as general counsel of General electric Company’s 
global law department for many years (with approxi-
mately 1,100 in-house lawyers), I have been skeptical 
that the global megafirms, in fact, provide the claimed 
superior service, quality, or price. Indeed, the relation-
ship between the big law departments and big firms is 
often bedeviled by prickly issues relating to power, mon-Je

a
n

-F
r

a
n

ç
o

is
 M

a
r

t
in

TT



Horizontal Quarter

Maximum size is:
         46p6 wide 
         15p6 deep

within a budget; they had to bill and collect 
like crazy for almost two-thirds of the year 
to feed all the mouths before they made 
any profit. billing targets are red flags for 
clients. for example, didn’t these pressures 
lead to overstaffing, unwarranted markups 
for paralegals and young associates—work 
that an inside department could outsource 
far less expensively—and strong incentives 
for overbilling?
■ Why Do laW firms take such a narrow 
view of “productivity”? In simplest 
terms, a total productivity increase 
in business is defined as more output 
with less input. To maintain margins 
in fierce global competition, the cor-
poration has to lower costs along with 
price. but for law firms, “productiv-
ity increases” mean leverage—more 
lawyers per partner or per matter—or 
more hours billed per lawyer. both 
of these measurements speak to in-
creases in firm hours and revenues. 
but, with rising compensation and 
operating expenses, they do not, in and of 
themselves, remotely speak to more prod-
uct for clients with less cost and less price. 
for the largest firms, with their cost prob-
lems and billing pressures, this “productiv-
ity disconnect” with clients can be acute. a 
truly productive law firm could get the same 
result with fewer lawyers and less total cost 
(and free up hours for other efficient work 
for other clients). Indeed, at Ge I came to 
believe generally that small was beautiful, 
and big was wasteful. until the big, global 
firms candidly address the ultimate issue of 
productivity on a “total cost” (single price) 
per-matter basis, they will have a hard time 
being on the same economic page as many 
corporate clients.
■ hoW can the vast global firms avoid a 
large “mediocre middle” and sustain a cul-
ture of high performance? Can they hire, 
teach, and retain the best in a firm with 
thousands of lawyers [“The lost Genera-

tion?,” march]? How can they evaluate and 
maintain quality control over the large num-
bers of more senior associates and noneq-
uity partners? How, in fact, on large, inter-
national matters with huge staffing, do they 
have “project management” discipline to 
ensure quality and avoid billing for unnec-
essary work, poor work, and rework? Creat-
ing a unified culture across boundaries and 
nationalities, when the international lawyers 

are not homegrown, is perhaps an even more 
significant problem than quality control—es-
pecially when law firm acquisition and inte-
gration planning may be unsophisticated.
■ Why shoulD global clients buy the spe-
cialty cross-sell from name-brand global 
firms? acquiring in-house specialists has 
been an important element in the growth of 
corporate legal departments. It gives com-
panies the capacity to evaluate and find the 
best outside specialists and not blindly ac-
cept a cross-sell from firms. Thus, for the 
global law legal department with a high level 
of specialization, the cross-sell by the global 
firm is no more compelling than before (and 
because of cost and quality issues may be 
even less so). 

This is true even for the biggest firms, 
which seek to profit from a particular prac-
tice area, such as cross-border transactions 
for major clients. broken up into pieces, 
transactions, of course, involve different 

legal issues beyond basic deal questions of 
price and control: antitrust, litigation, envi-
ronmental health and safety, improper pay-
ments, and a host of other issues relating to 
myriad national and international laws. If 
those issues are complex and difficult, it is 
questionable whether one firm has the ca-
pacity to address them.
■ similarly, Why shoulD global clients buy 
the cross-border cross-sell from the biggest 
firms? The global law department may have 
as much as 50 percent of its lawyers prac-
ticing in jurisdictions outside headquarters. 
These lawyers are often local nationals and 
are knowledgeable about outside lawyers in 
shanghai or mumbai or berlin or Tokyo. so-
phisticated purchasers of international legal 
services will not be persuaded by a cross-
border cross-sell on the basis of a firm’s 
brand. an antitrust issue under China’s 
new competition laws, environmental due 
diligence when purchasing russian assets, a 
target’s improper payment problems in the 
middle east, accounting issues in Japan, 
political issues in Poland—these may be 
critical to the cross-border transaction and 
require separate counsel with special exper-
tise. again, the task of putting together the 
right inside and outside teams on a major 
cross-border matter almost always, if prop-
erly done, involves far more than simply 
signing up with a big global firm. This may 
be especially so because some global firms, 
such as linklaters, boast about charging 
higher rates on cross-border matters.   
■ unDer neW accounting rules, won’t the 
requirement that deal costs be “expensed,” 
not “capitalized,” increase the sensitivity to 
the megafirms’ high legal costs on cross-bor-
der transactions? a financial accounting 
standards board rule (fas 141(r))—and a 
similar International accounting standards 
board rule—will take effect in 2009. These 
rules require that legal costs on transactions 
be treated as “expenses” in the year incurred, 
not as costs of the acquisition that can be 
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capitalized and amortized over many years 
(or deferred indefinitely as goodwill). If they 
weren’t sensitive to deal costs already (be-
cause they were capitalized), in-house law-
yers and business people will become much 
more so now because all annual legal costs 
will affect annual profitability.
■ Do the inevitable conflicts of interest 
make retaining global firms problematic? 
for a large multinational corporation with 
many interests in many countries, it is hard 
to work through the technical conflicts 
posed by other clients of a big global firm. 
but the problem is even more complicated 
when the firm is on the other side of some 
general legislative, regulatory, litigation, or 
political issue, which is not a technical con-
flict, but is anathema to the corporation. 
These issues are true land mines, which big 
firms may not find until they’ve exploded. 

ultimately, the question for in-house law 
departments is: Do they want to manage 
their major global matters—or do they want 
to cede management to outside counsel? This 
question of control—who really is directing 
the specific legal matters of the corporation—
affects the answers to many of the questions 
raised above. The sophisticated corporate 
purchaser of legal services, with high-quality 
in-house lawyers, will often choose to oversee 
the important cross-border matter—whether 

it’s a deal, arbitration, litigation, investigation, 
public policy issue, etc. The corporation’s 
general counsel may choose to work with 
smaller, more efficient firms—and piece to-
gether the necessary legal team through the 
smaller firms’ few global offices, their ties 
with local firms, the corporation’s own exten-
sive law firm contacts and, importantly, its 
blue-chip in-house talent.

but some businesses may not have the 
desire or capacity to be so aggressive. and 
this doubtless accounts, in part, for the global 
firms’ rising economic numbers prior to the 
current slowdown. Corporate law depart-
ments may not have a tradition of an inde-
pendent and activist role. until recently, this 
was especially so in the united Kingdom and 
europe, where many of the big global firms 
are located. midsize legal departments may 
not have the size, resources, and internation-
al reach to manage global matters actively. 
so, too, in the tradition of hiring “lawyers, not 
law firms,” corporate law departments may 
be attracted to superstar senior partners, and 
then defer to them on staffing complemen-
tary matters that, in some cases, may be as ef-
fective and efficient as the alternatives.

at the end of the day, the continued rise 
of big global law firms will turn, in part, on a 
related trend. are the Ceos in large and me-
dium-size international companies (the big 

firms’ targets) willing to invest in in-house 
legal departments? are they willing to cre-
ate global, specialized in-house groups to di-
rect the legal work of the company and save 
total legal (and business) costs—and play a 
central role in ensuring high performance 
with high integrity? These high-caliber de-
partments are a potent counterweight to the 
global firms, driving them to address hard 
questions about cost, quality, and productiv-
ity. The rise of such departments, in europe 
and asia, not just in the united states, is 
necessary to ensure meaningful competition 
among outstanding firms—small, medium, 
and large; national and international—which 
has been one of the enduring goals of the 
“inside counsel” movement, now more than 
a generation old. 
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