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The longstanding rap on Baker & McKenzie is that it's more of a franchise operation than 
a unified firm, and that its U.S. offices don't match the stature of many abroad. Despite its 
head-count girth, the 3,246-lawyer firm has sometimes found it difficult to compete for 
talent with other global giants when its average profits per partner of $560,000 places it 
seventy-seventh on The Global 100 [November 2002]. 
 
Even Baker's chairwoman, Christine Lagarde, admits there's a problem. The firm's 
biggest short-term challenge, she says from her home in Paris, is "to improve the 
reputation and visibility and supply of domestic services in the United States." 
 
Now Baker is poised to answer that challenge with a set of radical changes that have been 
more than three years in the making. Long known for its "eat what you kill" approach to 
partner compensation, the firm by July will have phased in a new system in North 
America. Eleven offices, employing more than 600 lawyers, will share revenues, and 
partners will be subject to discretionary review. 
 
Individual offices have embraced similar practices, but this is the first time such measures 
will be instituted across an entire region. U.S. managing partner John Conroy calls the 
initiative "revolutionary," and he doesn't underestimate the stakes: "This is the sort of 
thing that can rip a firm apart, rip offices apart." 
 
Even if it works, Conroy says, there's no way to know whether other regions will choose 
to replicate the new model. But it was important to make the changes in the North 
American offices, he says, given the competitiveness of the U.S. market and the long 
history of American offices functioning as profit centers. 
 
Shortly after he became managing partner in 1999, Conroy began promoting his plan, 
which encourages offices to refer clients to the most qualified lawyers, regardless of 
location. Partners' compensation will be based not only on their own performances and 
their offices', he says, but on their practice groups'; not only on attracting and serving 
clients but on securing their business in new practice areas. Partners will also be 
rewarded for assisting in lateral recruiting and associate training. 
 



Conroy's plan goes beyond individual partners' pay. It will place greater responsibility in 
the hands of professional managers like the Chicago-based chief operating officer and 
chief financial officer, who are not lawyers, and encourages offices to share 
administrative services whenever possible. The effort has also required trimming back the 
partnership, Conroy says, and he expects that more partners will leave or change status as 
the firm boosts profits to compete for talent. So far there has been no net loss of partners 
in North America; as some have left, others have moved in. 
 
From the beginning, Conroy says, he anticipated that it might be a hard sell in offices that 
have been particularly successful, like Washington, D.C. "Some of the people who had 
done very, very well in our former system asked, 'Why change?"' But in the end, he says, 
most realized that the old model didn't work for the U.S. offices as a whole, and the U.S. 
partnership endorsed the plan in June 2000, with 99 percent of the vote. 
 
While the partners may be supportive, that's not to say they're calm. Asked if the D.C. 
partners are comfortable with the plan, the office's former managing partner, Nicholas 
Coward, cautions, "That would be an overstatement." 
 
But the partners eventually realized that their success is inextricably tied to the firm's. On 
the other hand, Coward says, the partners hope the plan improves their growth and 
financial performance and doesn't become simply "a mechanism for income 
redistribution." 
 
Partners in the New York office have fewer reservations, according to managing partner 
Gerald Hayes. Eager for the resources and leverage needed to help them grow and 
compete in a tough market, his office supported the plan almost immediately, though the 
partners debated the details. "The debate hasn't gone away, of course," Hayes adds, but so 
far the signs are encouraging. "The partners in the region have saved a fortune on 
administrative support services" like information technology and travel programs, he 
says. 
 
Canadian managing partner William Watson speaks for several managing partners when 
he portrays the initiative as a choice--between continuing as a collection of niche players 
or competing for high-end business with the full resources of the integrated firm. 
 
That's the spirit that Conroy wants. When it's lacking, he says, he helps partners move 
their profit centers elsewhere. Conroy recalls counseling one partner during a plane ride. 
The lawyer had a sense of what was coming, and pulled out a book called Difficult 
Conversations. "Is this what we're going to have?" the lawyer asked. "I hope not," Conroy 
replied. The partner has since left. 
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