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W
hen it comes to a law firm’s
partner compensation system,
there’s no “one-size-fits-all”
solution. Each firm’s compensa-

tion model should reflect its core values, cul-
ture and strategies, and those will certainly
differ depending on the individual firm. But
overall, Canadian law firms are increasingly
turning to less quantifiable elements such as
mentoring, teamwork and marketing  when
determining an appropriate partner compen-
sation model. 

“It seems to be a combination of the subjec-
tive and objective that most firms want these
days,” says Michael Anderson, consultant with
Richmond, B.C.-based Innovative Consulting
Ltd.  “They want some flexibility to reward —
or in some cases punish — partners for effort.
They don’t want to just live by the numbers.”
Going solely by the numbers in an eat-what-
you-kill system doesn’t offer incentive for part-
ners to do any of that important but non-bill-
able work such as sitting on committees, men-
toring juniors or promoting the firm’s image to
the outside world. “In a lot of firms, if you
work really hard and put in 2,000 billable
hours, you will make more money than some-
body who bills 1,400 hours but also supervis-
es and manages 2,000 hours of associate
time,” says Karen MacKay, founder of
Phoenix Legal, Inc., a Toronto-based legal consultant group. 

At the same time, a lockstep system — in which part-
ners get an ever-increasing share of the profits with pre-
scribed annual increases based on seniority, without
reward for individual effort — often won’t provide the
personal incentives that drive partners to work hard.
Same goes for an equal partnership system, in which all
partners get an equal share of the profits (or equal within
groups). Competitiveness can indeed be an important
motivator: as Innovative Consulting’s Anderson jokes,
“Most partners aren’t really that concerned about what
they make, in terms of a dollar amount; they’re just con-
cerned about getting a dollar more than the guy in the
next office.”

So for these reasons, a combination objective-subjec-
tive partner compensation system can be a good solution
for many Canadian firms. There have been a number of

studies indicating that using at least some subjective cri-
teria in partner compensation systems correlates with
higher overall profitability, stresses Colin Cameron, pres-
ident of Vancouver-based Profits for Partners, Manage -
ment Consulting Inc. 

Exactly which criteria to reward, and how heavily,
depends on the firm’s goals. For example, if partners
aren’t generating enough new clientele, the partner com-
pensation model could place a heavy weighting on mar-
keting and attracting new business. Or if a number of
partners are close to retirement, it might be wise to heav-
ily reward mentoring associates in order to ensure a
strong future for the firm. “Partner compensation is such
an integral part of a firm and its strategic plan,” says
Cameron. “If you don’t have the right compensation sys-
tem to fit your strategic plan, you simply will not achieve
that strategic plan.”
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Money makes 
the firm go ’round
Finding the right partner compensation system can be the key 
to helping a law firm reach its strategic objectives.

By Carol Neshevich
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Paying 
the associates

A smoother transition to a new system

When a firm decides to introduce a new compensation system, it’s important to do it right. You
don’t want to blindside or upset partners who are used to doing things “the old way.” Here are
a few tips for introducing a new compensation system without creating too many waves:

1. Involve all partners before even beginning the process of redesigning partner compensation. Allow
everyone to express their thoughts, ideas and worries from the start.

2. While you aren’t going to make everyone 100 per cent happy, do your best to incorporate as many
partners’ ideas as possible. Unanimity isn’t realistic, but if everyone feels their thoughts have been lis-
tened to, it goes a long way toward gaining acceptance of a new system.

3. Make sure the changes are transparent and clear, so partners know exactly what they have to do to
reach a desired level of compensation. The fairer the system is perceived to be, the happier the partners
will be. Karen MacKay, founder of Phoenix Legal, Inc., recommends taking last year’s numbers and run-
ning them through the new system, just to give partners a general idea of what the previous year’s per-
formance would have meant for them under the new compensation model.

The percentage of

lawyers, according to a

May 2011 survey done

by Robert Half Legal,

who said their firms or

corporate legal depart-

ments were planning to

award pay raises and/or

bonuses to associates

this year. The poll

included responses from

more than 150 lawyers

at law firms and corpo-

rations across Canada.

Compensation for associates is often
based on a progressive salary sys-
tem. According to Colin Cameron,

president of Vancouver-based Profits for
Partners, Management Consulting Inc.,
most large firms will start associates with
a base salary and increase it by a certain
amount annually for the first four years
or so. “But then when you get to the
fourth year of call,” he says, “it gets more
interesting.” At this point associates are
considered “trained,” and many forward-
thinking firms begin preparing them for
eventual partnership. “You start to think,
well, maybe we should start to bring in
elements of partner compensation into
the associate system to prepare associates
for what will be expected of them when
they become partners,” he explains. “So
as a result of that, you’ll start to see the
potential for some subjective bonuses as
well as objective bonuses.” When offering
bonuses for associates, Cameron recom-
mends clearly defining and communicat-
ing the criteria for those bonuses:
“Associates of today really like to hear
what the goalposts are. They want to
know what, exactly, they have to do to
get that bonus.”

79%

If you don’t oppose  
the omnibus crime bill,  

who will?
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