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Over the past two months, HR functions have found themselves immersed in reviewing their
hiring agendas. The current crisis has given talent leaders a rare opportunity to stop and
analyse their recruitment processes and openly challenge how successful their lateral hires
have turned out to be.
It is well-documented that firm’s often struggle to maximise the success rates of senior lateral hires. Some
reports claim that only 20% of hires deliver at the expected level after two years in post, while others claim
that up to 50% of lateral hires fail.
How accurately these figures represent any one firm’s experience will vary greatly, but it is clear that there is
more that can and should be done to hire the right individuals, taking care to ensure not only that their
business plans align with the firm’s strategy, but also that these individuals are successfully integrated into
their new firm.

Why do lateral hires fail?
While each partner hire is different, there are common pitfalls that can trip up a successful hire and
lead to the new joiner failing to deliver as expected or even exiting the firm. Each of these areas is
investigated during a due diligence so that a firm and candidate can mitigate these risks. These are:

Mismatched or misjudged
business plan - Either the
business plan is unrealistic, overoptimistic or unachievable on the
client platform.

Overdependence on cross-referrals - Business
plans too often make reference to referral revenue
from other geographies (e.g. outbound
international revenue from US relationships) or
cross-practice. In reality, these introductions often
fail to materialise at the projected levels.

Poor cultural fit - Firms struggle
to properly assess not only what
a candidate is like as an individual
but also how they will fit with the
wider team they are joining.

Lack of integration - Firms can’t assume that,
providing the hire has been given a desk and a
phone (or in a post Covid-19 world, just a phone!),
they are ready to go. More time and consideration
needs to be put into onboarding and integration.
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21.7% of candidates are not the right hire
A review of the due diligence reports that Leathwaite have delivered in the last three years
shows that we have advised against the hire of 21.7% of candidates.
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The benefit to the candidate
Too often overlooked is the benefit of a due diligence process to the candidate. We recommend that
thematic feedback be relayed directly to candidates and that the due diligence report be central to the
partner’s onboarding and integration process. Candidates are far less apprehensive about due diligence in
today’s market and, in reality, find it a valuable tool in assisting their own decision-making. It provides
feedback to reflect on and serves as an opportunity to get confirmation of client buy-in. No one wants to join
a new firm only to fail, whether as a result of mis-managed expectations or being a poor cultural fit.

Allowing you to take a step back
Good partner hiring is both thoughtful and strategic; a due diligence report allows the hiring firm to
deliberate dispassionately before committing to the hire. We all have our blind spots and a level of
unconscious bias.
The due diligence process provides insightful and objective views on candidates so that the hiring team can
confidently make a decision, with their eyes open. It is fascinating to us (even after 15 years) how much can be
discovered about a candidate’s practice, client base, personality and management style and crucially, what
conclusions can be drawn when this feedback is assessed against fit with your platform, values and local
office personalities.
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Due Diligence: used by over 65% of Professional Services Firms
While historically, firms tended to promote from within, partner lateral acquisition is now an integral way of
delivering strategy. The addition of a high-performing and high-quality partner can significantly enhance a
firm’s reputation and be a shortcut to gain market share in new areas. Conversely, failed hires prove
extremely costly financially, reputationally and in terms of wasted management time.
In light of this, and given that a firm’s reputation is built on the conduct of its people, there has been a
significant increase in firms undertaking independent due diligence on lateral hires. Published studies claim
that more than 65% of Professional Services firms now use due diligence to support their hiring decisions
and the leading firms recognise it is mandatory for a robust process.

Looking ahead
As we emerge from this period of uncertainty, firms are likely to be more cautious about any lateral partner
hire and, with fewer chips to spend on recruitment, they can ill afford to make the wrong decision.

In the current environment, most firms are being circumspect about hiring, and many have put a hiring
freeze in place. When the market comes back, post Covid-19, the supply of partners is likely to be plentiful
and there will be opportunities to pick up strong talent from struggling firms. Equally, there will be a number
of candidates on the market due to underperformance. In-depth assessments will be even more critical in
order to help differentiate between the two.
Thorough due diligence not only confirms whether a prospective partner can deliver against the business
plan, it provides assurance of a candidate’s technical skills, tests their cultural fit and ability to integrate
successfully. It provides valuable reassurance to both the client and the candidate that the firm is the right
home for them. In a market where both clients and candidates are more hesitant, the due diligence process
can actually help act as a marketing tool to demonstrate the benefits of the platform and fit.
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Look out for our Next Edition in September 2020: “People V Machine - the interplay
between Psychometric Assessment and Due Diligence.

