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Big Law Looks On as ‘New Law’ Gets Closer to Clients

A deal to outsource a portion of DXC Technology Co.'s legal department to UnitedLex Corp.
may have long-term effects for law firms.

By Roy Strom
December 7, 2017

Eastman Kodak Co. made history in 1989 when it
hired International Business Machines Corp. to man-
age its computers in what is widely regarded as the first
information technology outsourcing deal in corporate
American history.

The trend caught on quickly, with Fortune magazine
reporting two years later that half of all major U.S. compa-
nies had at least done an IT outsourcing review.

Legal departments may have just seen their own Kodak
moment.

Nearly 200 members of the in-house legal department at
Fortune 200 technology services company DXC Technology
Co., including some of its senior lawyers, are getting a pay-
check from a new employer, UnitedLex Corp., in what is
being billed as the first major outsourcing deal involving a
law department.

“There is nothing revolutionary about what’s happening
here,” said William Henderson, a professor at the Indiana
University Maurer School of Law who studies changes in
the legal market. “The only thing revolutionary is that its
happening in legal”

Under a five-year contract, UnitedLex will have a team of
more than 250 lawyers and professionals handle contract
management and immigration matters for DXC, while also
negotiating deals worth “tens of billions” for the Tysons
Corner, Virginia-based company, among other functions.

The deal was implemented within 180 days and has cut
DXC'’s legal department costs by 30 percent, said UnitedLex,
whose CEO Daniel Reed, a former senior associate at
Greenberg Traurig, spoke about the transaction with sib-
ling publication Corporate Counsel.

The deal also ushers in-house lawyers into the so-called
rebadge economy, while accelerating a post-financial crisis
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UnitedLex CEO Daniel Reed

trend of law departments being “run like a business.” If wide-
ly adopted, legal department outsourcing may have a longer-
term drag on law firms, even if few industry participants see
the UnitedLex-DXC deal as a major short-term threat to Big
Law. Most of the work UnitedLex will assume was already
being handled by in-house lawyers.

“I don't think it's any newer of a threat than what has been
in place over the last several years as the rise of [legal process
outsourcers] has been continuing and well-documented,’
said Keith Maziarek, senior director of client value at Perkins
Coie.

DXC is itself an IT outsourcing company created by the
merger last year of Computer Sciences Corp. (CSC) and the
enterprise services division of Hewlett Packard Enterprise
Co. DXC had a goal to cut $1 billion in costs in the first
year as a merged company, spurring the company’s general
counsel William Deckelman, a former in-house legal chief
at CSC, to look for new ways to run his department.

Founded in 2006 and backed by a private equity arm
of JPMorgan Chase & Co., Overland Park, Kansas-based
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UnitedLex is among the largest alternative legal service pro-
viders, with over 2,000 employees who are mostly lawyers
and engineers. Reed said his company is already on-site at
other major corporations and will soon be finalizing similar
outsourcing deals.

UnitedLex is not the only “new law” service provider
that has a contract to handle a portion of a law depart-
ment’s work. In December 2016, Axiom Law announced a
five-year deal to manage contracts for Johnson & Johnson
Services Inc., a subsidiary of the pharmaceutical giant.

Al Giles, a former managing associate at Linklaters who
serves as Axiom’s head of commercial, at the time called the
Johnson & Johnson Services deal “the progression from an
artisanal approach to a model that applies standardization,
automation and process.”

Bruce MacEwen, a consultant to the legal industry at
Adam Smith Esq., predicts the market for “new law” legal
services such as that provided by UnitedLex will grow from
$2 billion in 2015 to some $55 billion in 2025.

Still, the UnitedLex-DXC deal is unlikely to have much of
an immediate effect on demand for law firm services.

Reed said less than 10 percent of the work his company
will now handle for DXC would have previously been done
by outside law firms. Most of the efficiency gains UnitedLex
achieved were through implementation of a contract man-
agement system; redesigning internal workflows; and
deploying teams of lawyers in geographies across the globe.

In that way, Reed said UnitedLex offers a service law firms
mostly don’t: A front-to-back redesign of how the legal
department operates with an eye toward minimizing costs
and boosting efficiency.

“Law firms don’t have the right to feel threatened from
this,” Reed said. “Because, No. 1, it's not something that is
completely antagonistic to them. But also, law firms couldn’t
do it. They don’t have the platform to do it”

Even if law firms wanted to reimagine a client’s legal
department in this way, one inhibitor for them is the large
upfront investment that UnitedLex has made in DXC’s work.

The company brought on nearly 200 new employees. A
group of internal consultants spent about four months at
DXC scoping the legal department’s work. UnitedLex has
also spent five years developing a proprietary data manage-

ment software, and eight years developing a contract man-
agement platform, Reed said.

Law firm partnerships are restricted from making that
kind of investment by rules prohibiting nonlawyer owner-
ship and their end-of-year profit payouts to partners. Law
firms’ budgets for investing in clients simply don't compare
to UnitedLex’s, Reed said.

“Its kind of like competing in the Major Leagues and
youre the Oakland As competing against the New York
Yankees,” Reed said. “Youre competing with a $15 million
budget against a team with a $400 million budget”

(The Yankees had a $227 million payroll in 2017, com-
pared to $86 million on the books for the A’s, a team whose
management helped revolutionize baseball.)

Even so, the deal between both companies could be a har-
binger of a new contracting model for law firms. If service
providers such as UnitedLex were to be hiring and paying
law firms, the call for law firm efficiency might only amplify.

“This is yet another signal to law firms that companies
view their legal work much differently than law firms do,”
said former Davis Polk & Wardwell and Heller Ehrman
associate Josh Rosenfeld, now an executive at alternative
service provider QuisLex. “It just re-emphasizes the mes-
sage companies have been trying to get through the head of
law firms that legal services, the way they’re being currently
delivered, are really inefficient and expensive.”

The UnitedLex-DXC deal may also represent a turning
point in the continued expansion of in-house legal depart-
ments, said IU’s Henderson. In-house legal departments
have been adding lawyers to do work traditionally done by
law firms for roughly the past decade.

“I think we've reached the final stages of corporations
just adding more [full-time employees] to deal with risk
management and cost containment,” Henderson said. “You
can’t outsource it to law firms to save money. But you can
outsource it to some of these new vendors and really see that
you're saving money.’

Based in Chicago, Roy Strom has been reporting on the
legal world since 2011. He covers law firms with a focus
on how the Big Law business model is changing. He can be
reached at rstrom@alm.com. On Twitter: @RoyWStrom
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