
Bonus season is coming, and it seems 
no matter how much time firms invest in 
trying to devise the best structure to 
reward the efforts of their lawyers, some-
one is always left complaining 
about how their system is lacking. 
Why is it so difficult to get bonus 
structures right? Is your competi-
tor’s structure really that much 
better than yours? How do you 
know if you’re getting it right? 

As a general rule, the test of 
your bonus structure —  indeed, 
your overall compensation sys-
tem —  is whether it results in keep-
ing the lawyers you want.

The typical bonus structures in 
the market fall into three categories.

Discretionary model
A full discretionary bonus structure is 

one in which no objective, measured ele-
ments determine how bonuses are paid 
out by the firm. Firms using a discretion-
ary model typically provide some guide-
lines as to what factors are taken into 
consideration but, ultimately, the deci-
sion is subjective and typically made by 
the partners.

When done properly, fully discretion-
ary bonus structures afford the firm the 
ability to measure a broader range of cat-
egories beyond hours recorded or fees 
collected, recognizing contributions that 
have a net positive impact on the firm. 
Bar Association involvement, teaching, 
mentorship, community stewardship, or 
other non-financial contributions are 
more readily recognized under such mod-
els, ideally establishing a reward system 
that encourages lawyers to adopt an 
approach to practice that reflects a 

broader contribution to the firm beyond 
pure (typically financial) metrics.

The challenge for discretionary models 
is frequently the lack of transparency as to 

how individual bonuses are arrived 
at. More to the point, many associ-
ates cynically see discretionary 
models as code for “no bonus,” 
which can easily happen —  par-
ticularly in a down market.

The key to establishing a func-
tioning discretionary model is to 
set out the full range of considered 
criteria, explain why they are val-
ued, and create as much transpar-
ency as possible. Moreover, it is 
important to be honest when set-

ting out the range for eligible bonuses. 
That means being able to show examples 
of those who achieved at the various lev-
els within the structure, to help give 
others a sense of matching achievement 
with outcome.

Metric driven model
A pure metric bonus structure is one in 

which bonuses are paid out based on a 
strict formula, most frequently associated 
with billable hours and/or fees collected. 
Under such models, lawyers have the 
advantage of knowing exactly what their 
reward will be for a given level of perform-
ance. Firms typically provide a grid or 
payout chart, based on various thresholds 
or performance levels, with associated 
payouts at each level.

Metric-based bonus structures have the 
advantage of predictability: Those operat-
ing under such models have great certainty 
as to how their compensation will be 
affected based on specified performance 

Firms struggle to find 
right bonus structure

WARREN 
SMITH

THE HEADHUNTER

See Bonus Page 22

FINEPICS / DREAMSTIME.COM

www.lawyersweekly.ca February 17, 2012 | 21THE LAWYERS WEEKLY

C A R E E R SB U S I N E S S

��������	�
�����������������	��

��������	
��	����
��	
�	��
��	���	������������������	��������	���������	��
����	����
�������
���
��

���
	�
�������������
���	������������������	�����

�����������
�����
��
�	�
�����	�������������������������	�������������	�
�����
����������	����������	� 
�	��������	�����������	��
������������	��������	������������������	�����
��������������
!���"��������������������	����������	�����	�������������!���������������!
����
�������	�
�����	�������������	��
�������	��
���������	�
��������
�����	�
������	�����
	�����������������������	��������	����������
������	��

��
������	������
�	�
����

�����������!�	����
�������������	��	����!��	�������	���
�������	������
��	���
���
�	��������!�����!
������
������������	�
������	����#��������$����������������
����
�����	���������%�������
�������&�������������������
����������!�����
"��
$����������
�	�������	�������������
	����
"��
��!���������"����	���	��������������	�
��
������� 
��������������
��
����	

��	�
�������
$�
��	���������
������������������
"��
$������
��!��������������������������!���'(�	���	�������
�	�����������������������������	����	� 
�����������
�������
�����������������������	���	�����	���
����������������������	�������
��	���������������	����	����������	�����������������������
�������)���
��
������	����� 

�����	&�*�����+�!"�
$�,��&�-.'/0�1/2 3245$�����&���������!"�
6�����	����	��� �
����!��������������	�"���������������	��������������������	�����	�
���
�����������������
�

����������7�
���
��
�����	����������8�	�����������������
9�����-:;<�&����0����������8�	���
�	���	������!	����
������
�
��	����
�	���	����������	������������
�������
�����������
���
��������!���=21����	�����

��
������	��������='3����	��	�
��	

�!���������������4('(�

�
�
�

�
�
�

Are you looking to join a growing � rm? If so, Zarek Taylor Grossman 
Hanrahan is the place for you. 

From our 6 lawyer inception in 1997, we have grown to 34 lawyers 
in 2012. We are an insurance defence boutique law � rm, located 
in Downtown Toronto, with excellence in providing defence of tort, 
accident bene� ts, property and general insurance litigation matters.

We are currently looking for two associates to join our growing � rm.
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or plaintiff lawyer; experience with accident bene� ts, bodily injury, 
property and/or comprehensive general liability will be considered 
an asset. 
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Canada. 

�� ������������	�������!!����"�������
�� ���� 	��� 	�!�� ��� ���#� ��!!� �����������!�� 	�� ��!!� 	�� ��� 	� ��	��

environment.
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demanding deadlines.
�� ����������������!!������������	�����	!� ��������	������#�!!��	��

well as research skills.
�� ����	���	���!�%��	����&

�	!	����	�����������������&�'���� ts package available. 

Please forward your resume to ��	��	�����������quoting “Insurance 
Defence Counsel” in the subject line of your email application.
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We want to hear from you!
Email us at: comments@lawyersweekly.ca

ates darkness, your assessment 
must unravel the mystery of self-
hood. It must critically evaluate 
your beliefs, fears and learned 
mental blueprints about what 
constitutes success and failure.

A good measure of whether 
the self-assessment is accurate is 
whether someone who really 
knows you well —  a parent, 
spouse or advisor —  would agree 
with your analysis. Being truly 

objective often requires bringing 
in a knowledgeable third party to 
confirm or amend the conclu-
sions reached. A path to success 
can be charted once skills and 
limitations are identified.

If the self-audit pinpoints a 
weakness in people skills or in the 
ability to artfully promote oneself, 
there are several options. You 
might turn to literature on these 
topics or take a personal or pro-
fessional development course that 
can assist in learning how to read, 
impress and influence others. 

Another strategy might 
involve finding good advisors or 
mentors. There is no such thing 
as a self-made person —  everyone 
needs the support, counsel or 
resources of others, especially 
when uncertain choices with pro-
found consequences must be 
made. No one is smart enough, 
objective enough or experienced 
enough to consistently know 
what to do or how best to do it.

The self-assessment should 
explain what must be done to 
get to where you want to be. 
You may need to better under-
stand such things as risk tak-
ing, the value of failure, over-
coming blind spots and 
cognitive biases, reconciling the 
paradoxes of success or finding 
the ‘drive’ to succeed.  

We know, for example, that 
motivation is a renewable 
resource. It gets used up and 
must be replenished. Knowledge 

of the original commitment to 
succeed can help maintain focus 
on it and keep you energized to 
continue, assuming the goal 
remains worth the effort. It also 
helps to remember that incre-
mental gains are sustainable but 
that quantum leaps are usually 
destined to fail.

Here, too, is where a support-
ive network can prove helpful. 
What separates the average from 
the exceptional is an inability to 
sustain the journey through the 
valley before ascending to the 
heights. In life, those valleys —  
low points —  are inevitable. 
Hence, strong relationships with 
friends, family and colleagues are 
invaluable resources to rely upon 
along the way. 

It’s never too early or too late 
to consider developing or 
altering your map for success. 
What will distinguish you will be 
defined by what you do with 

what you have in the time you 
have left. Many of the most suc-
cessful people the world has 
known made new life choices 
and career changes well into 
their advanced years. The 
important thing is to have a good 
map, a strong moral compass 
and a reliable flashlight to guide 
you on your journey. Don’t leave 
home without them. � 

Dr. Jim Murray has been in 
business of optimizing human 
potential for over 40 years. His 
website is www.SmartLeaders.ca. 
His course, ‘Achieving Success: 
E s s e n t i a l  I n g r e d i e n t s  a n d 
Critical Realities’ is offered by 
t h e  I n s t i t u t e  o f  C h a r t e r e d 
Accountants of Ontario. Contact 
Lawrence Wong at lwong@icao.
on.ca for more information.
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Plans fail without honest assessment

criteria. They also closely align 
the firm’s lawyers with the bot-
tom line: Lawyers under such 
models are more likely to under-
stand the financial elements of 
practice, as their rewards are 
more closely tied to the financial 
success of their practice. 

The challenge with pure met-
ric bonus structures is twofold. 
First, they can focus lawyers on a 
very narrow set of contributions, 
often to the overall detriment of 
the firm. If lawyers receive no 
perceived reward for making any 
non-financial contributions, the 
firm may struggle to encourage 
their lawyers to take on pro bono 
matters, engage the broader com-
munity, or assist in mentorship or 
other valuable internal activities. 
Secondly, if the system triggers 
rewards only at threshold levels 
(bonus at 1,700/1,800/1,900 
hours, for example), lawyers may 
step down their activities and 
“coast” if they feel they are 
unlikely to reach the target by the 
end of the fiscal year. Again, if the 
firm provides no additional 
mechanism to reward non-met-
ric-based activity, such models 
can inadvertently work against 
the best interests of the firm in 
the latter part of the year, when 
lawyers may see no further incen-
tive to push through to year end.

The key to establishing an 
effective metric-based bonus 
structure is to create an escalat-
ing reward system that includes 
incentives to actively seek out the 
next level of bonus. Additionally, 
it may be worth considering some 
mechanism to reward perform-

ance between thresholds to 
ensure maximum performance 
for the duration of the fiscal year.

Mixed model
Perhaps the most common 

model combines the afore-
mentioned models, creating 
some rewards associated with 
performance-based metrics, 
while leaving room to recognize 

broader contributions to the firm. 
Such models afford the firm the 
ability to combine the benefits of 
both models, while seeking to 
limit their identified deficiencies.

The challenge with mixed 
models is figuring out how best to 
balance the two elements. If 
that’s not achieved, it’s possible 
that pure performance lawyers 
may not receive the benefit they 
might otherwise enjoy under a 
pure metric model. Similarly, 
those lawyers who display a 
broader skill set beyond pure bill-

ings may feel their contributions 
are underappreciated by the firm. 

Again, the key with mixed-
model bonus structures is to set 
clear criteria for both elements 
of the bonus structure. One 
international firm has a well-
defined chart that sets out a per-
centage range of salary paid —  
half of the bonus is based solely 
on billables, and the remainder 
is paid based on broader, sub-
jective elements of contribution 
to the firm and profession. Inter-
estingly, this particular model 
sets out that the subjective ele-
ment as payable only if the bill-
able target is first met. This 
serves to remind all lawyers the 
practice is a business first, while 
recognizing additional contribu-
tions are valued at the firm.

In the end, the key to any 
bonus structure is to be clear on 
what is being measured, how it 
is measured, and what the asso-
ciated reward will be for those 
who excel in the measured cat-
egories. In doing so, you create 
the greatest opportunity to align 
your lawyers with your desired 
objectives, ensuring they will be 
encouraged to pursue those 
aspects of practice the firm most 
clearly values. �

Warren Smith is a Managing Dir-
ector of The Counsel Network, Can-
ada’s oldest and most respected 
lawyer recruitment and career 
consulting firms. He is also the 
only Canadian elected to the Board 
of Directors for the National Asso-
ciation of Legal Search Consult-
ants (NALSC), North America’s 
leading legal recruitment industry 
association. You can follow him on 
twitter @lawheadhunter.
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Mixed model most common

The key to any bonus 
structure is to be  
clear on what is being 
measured, how it is 
measured, and what 
the associated reward 
will be for those  
who excel in the 
measured categories.

Warren Smith,  
The Counsel Network
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