
CPA PRACTICE MANAGEMENT FORUM

MAY 2013 13

Moving Forward with Laterals
The case of the fi ve W’s—and an H.

By Robert Sattin and Joe Farrell

W hen Warren Buffett was considering an invest-
ment at one time, an associate recommend-
ed it on the basis that the odds of it being a 

profi table investment were one in two. Buffett replied by 
asking, “Why don’t you go up in an airplane with a para-
chute that opens one out of every two times and jump?” 

Lateral hires are an investment and, although lateral 
hires seem like a sure and safe 
way to grow your fi rm, the 
odds of this strategy succeed-
ing are actually much lower 
than one would expect. In 
addition to the business case 
being sound, fi rms need to 
make sure the person joining 
matches well with the exist-
ing team and its culture.

In conversations with our 
International Accounting Group (TIAG) member fi rms 
throughout the world, it is clear that hiring experienced 
senior staff with an existing client base from another 
fi rm is a common, if not the preferred, growth strategy. 
In roughly half these cases, we also hear that these hires 
do not work out as expected. We see a similar situation 
in the legal profession. Recently in a survey we con-
ducted of TIAG’s sister alliance of law fi rms, TAGLaw, 
lateral hires were the preferred growth strategy, yet up to 
50 percent of those hires did not work out as expected.

The question this article explores is how to improve 
the chances of a lateral hire performing as expected or 
better, so that when your fi rm takes the plunge, you 
can be sure it is the best move for both you and your 
new hire.

It helps to think of the search for the proper lat-
eral hire as a classic mystery novel. With your fi rm 
as the detective, the questions you want answers to 
are: Who, What, When, Where, and Why? Unlike a 
novel, these necessary questions should be addressed 
in a different order.

Who
Who, by practice and personality, is this person seeking 
to join your fi rm? Our survey of TAGLaw also included 
a question asking why managing partners felt that later-
als were attracted to their fi rm. The number-one reason 
identifi ed was “culture.” If culture is so important, and 
it is, knowing the person, as well as the professional, is a 

critical fi rst step. This means 
finding out about more 
than billings, receipts, and 
clients. The fi rm needs to 
know how the lateral works 
with others and under pres-
sure. Someone with a won-
derful reputation as a tax ad-
visor, but who intimidates 
juniors or staff working 
with him or her, can quickly 

do more harm than good to an organization and its culture.
This information cannot typically be gleaned from an 

interview with the prospective hire, but there are ways to 
go beyond the surface information of an interview and 
learn more about someone’s personality. One of the sim-
plest tools is to contact the references the person provides. 
If you are prepared to ask the right questions, based on 
your due diligence, a reference can provide helpful and 
sometimes surprising information. It is also not uncom-
mon to seek an evaluation through a standardized person-
ality test. Such tests can be a valuable tool in determining 
if intangible factors (e.g., someone’s personality) will make 
him or her the right person for your fi rm.

Why
Why is the person leaving his or her current fi rm? You 
may ask this question almost refl exively when you inter-
view your candidate, but the answer here is critical. If it 
turns out this person has moved in the past, you need 
to question your candidate further to feel secure that he 
or she wants this to be his or her last move. If the move 

Lateral hires are an investment and, 
although lateral hires seem like a 

sure and safe way to grow your firm, 
the odds of this strategy succeeding 

are actually much lower than one 
would expect.
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is motivated primarily by economics, this could mean 
several things. If the current fi rm did well but the lateral 
did not, do you offer a clear means to better results? If 
the prior fi rm did poorly but the prospective lateral had 
a good year or years, was the lateral part of the problem, 
or the solution? Probably the most diffi cult evaluation 
arises when the current fi rm did well, but the lateral was 
unhappy with his or her allocation. It should be treated 
as a fundamental truth that someone who moves once 
in his or her career for fi nancial reasons will do so again.

Where
Where will this addition fi t in, both in his or her practice 
area and physically within the fi rm? Bringing someone 
in who works in a different practice area from the rest of 
the fi rm can be an excellent way to grow your reputation 
and revenues very quickly. However, fi rms need to un-
derstand the support structure such a new hire may need, 
as well as understand if there may need to be changes 
in responsibilities of those being asked to work with the 
lateral hire. Building a cohesive team takes time and ef-
fort, and changes like this impose stress on that cohesion. 
Making sure your new hire has the right team, with the 
right attitude, supporting him or her will go a long way 
toward ensuring success for both of you.

If the lateral is bringing expertise in a new area or in-
dustry that is independent of what others do, there is a 
high risk that the lateral will not quickly or easily be fully 
integrated into the fi rm. We experienced this personally 
recently when, as a member of a condominium board 
committee that was hiring its fi rst accounting fi rm, the 
board members were made thoroughly uncomfortable 
at the presentation made by a very strong local fi rm that 
brought a new lateral partner along. It was clear to all of 
the committee and board members that there was not 
a close relationship among the partners, and the doubt 
that was created caused the engagement to be awarded 
to a smaller, less prominent—but seemingly more inte-
grated—fi rm. Do not allow a silo mentality to be intro-
duced into a cohesive environment.

Something else to consider when integrating a new 
person into your fi rm is the physical offi ce space itself. 
Although the size and location of an offi ce can be the 
subject of humor, it is, nevertheless, meaningful, and an 
offi ce that forces interaction with others will cause more 
familiarity and camaraderie among the professionals. Ap-
ple’s legendary CEO Steve Jobs paid obsessive detail to 
the environment in which his employees worked, ensur-
ing that the buildings were designed to encourage inter-
action among employees of different disciplines. Even the 
location of a desk can be important in the integration of 

a lateral into the fi rm and fi rm culture. A desk position 
that turns someone’s back to the door isolates the occu-
pant and creates separation from the fi rm; whereas, one 
that faces toward the door helps to make the new hire 
feel more connected to his or her employees.

It is best to remember that the questions that begin 
with “Where?” must be answered by the fi rm looking 
to hire the lateral. It is the existing partners’ responsi-
bility to know which practice areas or industries a lat-
eral hire can cover most effectively, and it is the exist-
ing partners’ duty to design the offi ce space so that a 
new addition does not feel, or quickly become, isolated.

What
What has several crucial applications to laterals. At the 
top of the list is “what is the lateral’s strategic plan?” 
Just as the acquiring fi rm must have a strategic plan the 
lateral hire fi ts into, so must the lateral have a personal 
plan. Assuming the lateral hire does have this plan, what 
does it say? Does he or she hesitate to share it? Does the 
plan have practice and revenue growth goals in the con-
text of an organization that matches the acquiring fi rm?

All too often, a senior professional transfers to a new 
fi rm on the loosest of promises of help in developing 
a practice area. We have had many conversations with 
accountants who moved laterally and were given the 
charge to develop an international practice, only to fi nd 
that the other partners were not prepared to budget the 
funding for either membership in an international alli-
ance or, once they joined, for sending a partner to con-
ferences to realize the value from their TIAG member-
ship. The money needed to develop and support a new 
partner or practice group is an analysis that has to be 
made during the due-diligence process, not afterward.

Next are the obvious but critical “what” questions: 
What is the historical fi nancial performance of the lat-
eral, and what is the anticipated revenue? If the billing 
rate is going to increase, will there be a short-term posi-
tive or negative effect on the clients who are transition-
ing? Does the lateral have an understanding of “realiza-
tion” or was that left to others at his or her prior fi rm?

Lastly, the fi rm needs to ask, “What are the profes-
sional tasks to be performed by the new hire, and are 
they playing to that person’s strengths, or does he or 
she need time to learn new skills? What clients are be-
ing brought over, and are they of a quality and size that 
match the fi rm’s strategic plan?

When
When will the process be completed is the last of the 
questions to answer and, as with any other time-related 
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issue, the response to this will depend on the progress to-
ward the goal that is being measured. There are fi nancial 
goals to be met that are individual and organizational, 
as well as acculturation goals. The easiest answer is to 
expect that each goal will take a reasonable amount of 
time to achieve, but this response fails to provide dates 
or metrics. The fi nancial goals cannot be too distant, or 
they can get in the way of acceptance of the new profes-
sional. In order to be achievable, however, goals must be 
supported by fi rm management’s efforts to:

channel appropriate work;
introduce the new hire to clients;
fund marketing efforts; and 
ease any effect of a change (increase) in billing 
rates on clients.

Acculturation is an ongoing process that should start 
from the very fi rst serious conversation about a lateral 
move. If it fi ts the fi rm’s culture, a social gathering at the 
time of, or even before, the fi rst day at the new fi rm can 
help immeasurably. One of the authors of this article 
found that a wine and cheese gathering with spouses, 
made his fi rst few weeks after a transition much easier. 
Acculturation is the sum of many small, consistent posi-
tive interactions, from a Monday morning “how was 
your weekend?” to asking a professional opinion on a 
matter in order to make someone feel valued.

Bonus Question: How
How do you implement all of the steps necessary to 
make your lateral hire as likely to be as successful as 
the partners you develop internally? By proper prepa-
ration. A proper request for the right information, a 
proper analysis of data and personality, the right due 
diligence, and a setting of proper expectations (i.e., fi -
nancial and personal) on both sides are steps that must 
be taken with each lateral.

There is a threat to the sense of community in an of-
fi ce each time a new lateral is introduced. If you work to 
integrate people and practices, as well as clients and busi-
ness plans, however, laterals can move your fi rm forward.
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