


7 Parts of a
Law Firm Business




YOUR CLIENT COMES TO YOU FOR ADVICE. S/HE WANTS TO
INVEST IN A BUSINESS WITHOUT A WRITTEN BUSINESS PLAN THAT
EXPLAINS HOW THE BUSINESS IS SUPPOSED TO HONOR ITS LEGAL,
FINANANCIAL AND ITS PROFESSIONAL OBLIGATIONS?

QUESTION: WOULD YOU EVER ADVISE/ALLOW YOUR CLIENT
TO MAKE THIS INVESTMENT?

YES




DO YOU HAVE A WRITTEN-DOWN BUSINESS PLAN
THAT EXPLAINS IN PLAIN ENGLISH HOW YOUR
BUSINESS IS SUPPOSED TO MAKE A PROFIT FOR ALL
YOUR STAKEHOLDERS?

YES




WHAT IS A LAW FIRM’S

BUSINESS PLAN “SUPPOSED TO BE"?

A BUSINESS PLAN TELLS A STORY THAT IS SUPPORTED BY NUMBERS. JOAN MAGRETTA'S ARTICLE “WHY BUSINESS MODELS MATTER” (HARVARD BUSINESS
REVIEW, MAY 2002) STATES, “WHEN BUSINESS [PLANS] DON'T WORK, IT'S BECAUSE THEY EITHER FAIL THE NARRATIVE TEST (THE STORY DOESN'T MAKE SENSE)
OR THE NUMBERS TEST (THE P&L DOESN'T ADD UP).”

IN ITS SIMPLEST SENSE, A LAW FIRM'S BUSINESS PLAN DESCRIBES HOW THE FIRM IS SUPPOSED TO MAKE MONEY (AND HOW MUCH) FOR ITS SHAREHOLDERS BY
SERVING ITS CLIENTS (AND IN HOW MANY DIFFERENT WAYS).

LAW FIRMS WHICH FAIL TO MAKE ENOUGH MONEY EVENTUALLY FACE INSOLVENCY AND SOON CEASE TO BE OF SERVICE TO ANYONE. AND TOO OFTEN A LAW
FIRM’S FINANCIAL TROUBLES ARE HERALDED BY PREDICTABLE DECLINES IN CLIENT SATISFACTION, INCREASED ATTORNEY AND STAFF DISCONTENT AND BAR
GRIEVANCES.

[T HAS BEEN ESTIMATED THAT 54% OF BAR GRIEVANCES FILED NATIONALLY IN THE US TRACE THEIR ROOTS TO ONE OF FOUR COMMON SHORTCOMINGS
CONNECTED TO THE LAW FIRM'S BUSINESS PLAN:

1.) NO-ONE CAN EXPLAIN IN SIMPLE TERMS HOW THE FIRM IS SUPPOSED TO DELIVER ON PROMISES MADE TO ITS CLIENTS (THE “FACTORY" IS BROKEN);

2.) NO-ONE CAN DEMONSTRATE HOW MUCH OR WHETHER THE FIRM IS SUPPOSED TO DELIVER ON PROMISES MADE TO ITS INVESTORS AND STAKEHOLDERS
(THE “FINANCES” ARE BEING NEGLECTED);

3.) NO-ONE IS SHOWING-UP TO DO THE WORK OF MANAGING THE BUSINESS OR MINDING THE STORE (USUALLY A SIGN OF AN IMMATURE
BUSINESS MINDSET); OR

4.) TOTAL ABSENCE OF ANY WRITTEN PLANS FOR THE BUSINESS AT ALL (ALSO KNOWN AS “WILLFUL NEGLECT")

THE BUSINESS OF A LAW FIRM IS TO SELL LEGAL SERVICES. THE PROFESSIONAL AND PROFITABLE LAW FIRM ACCOMPLISHES THIS LEGITIMATE BUSINESS
OBJECTIVE BY HELPING ITS CLIENTS AND PROSPECTIVE CLIENTS EVALUATE THEIR SITUATION AND CURRENT COURSE OF CONDUCT, AND WHERE APPROPRIATE,
OFFERING TO PROVIDE PROFESSIONAL SERVICES WHICH ARE REASONABLY-CALCULATED TO HELP THE CLIENT IMPROVE THE SITUATION, ON TERMS WHICH ARE
FAVORABLE TO BOTH PARTIES.

THERE ARE FOUR PREDICTABLE “STAGES” A LAW FIRM GOES THROUGH FROM START-UP TO MATURITY:
$0-250K: CREATING A LAW PRACTICE
o $250K - $500K: UPGRADING TO A LAW BUSINESS
»  $500K - $1M: BREAKING THE 7 FIGURE BARRIER
o $1M: SOLO MILLIONAIRE FIRM

THESE FOUR STAGES ARE MOST 0BVIOUSLY RECOGNIZED ON FINANCIAL TERMS. BUT A MORE SOPHISTICATED ANALYSIS REVEALS INCREASED EQUITY, PERSONAL
FREEDOM AND PROFESSIONAL SATISFACTION AMONGST OWNERS, SHAREHOLDERS, STAFF AND OFTEN CLIENTS T0O0.

A LAW FIRM’S BUSINESS PLAN IS JUST THAT. A PLAN FOR THE BUSINESS. A LAW FIRM’S WRITTEN PLAN FOR GROWTH IS MEANT TO BE AN INTERNAL WORKING
DOCUMENT. IT SHOULD NOT BE CONFUSED WITH AN INVESTMENT GRADE OR THE CREDIT-GRADE BUSINESS PLAN, WHICH TYPICALLY REQUIRES FAR MORE
RIGOROUS RESEARCH, ANALYSIS AND DOCUMENTATION.



7 PARTS OF A LAW FIRM

MARKETING

Is your marketing getting you the RIGHT kinds of prospective clients
to contact and keeping the WRONG type of clients away?

SALES

Sales is not a 4 letter word. When done correctly, its’ something you do
FOR your prospective clients, not TO them. Make sure you’re selling
legal services the right way.

FACTORY

Your firm’s “factory” produces work-product, efficiently, professionally
and reliably.

PEOPLE

Did you know that there are more than 12 different Roles in every
successful law firm? Many of the hats you wear actually reduce the
profitability of your firm. Are you wearing the right ones?

PHYSICAL PLANT

Make sure your physical office space, equipment, policies &
procedures meets the needs of your ideal clients and your team!
Don’t throttle your growth with poor planning.

METRICS AND MONEY

As a business owner you need to understand how to analyze,
interpret, make sense of your numbers so you can MAKE MORE
CONFIDENT DECISIONS about YOUR business.

YOU

You are the “wild card” in your business. Do you believe your firm can
be successful and profitable and give you more time for the things you
love? The answer to that question will dictate your RESULTS.

“EEEEEE




| CAN EXPLAIN TO MY STAKEHOLDERS HOW EACH OF
“THE 7 MAIN PARTS  OF MY BUSINESS ARE SUPPOSED
TO WORK.

1 2 3 5 6 7
MARKETING SALES FACTORY PHYSICAL  MONEY & METRIC™ You

PLANT

CIRCLE ONE SCORE
MARKETING 0 1 2 3
SALES 0 1 2 3
FACTORY 0 1 2 3
PEOPLE 0 1 2 3
PHYSICAL PLANT 0 1 2 3
MONEY & METRICS 0 1 2 3
YOU 0 1 2 3
TOTAL:
KEY 0 - NEVER REALLY THOUGHT ABOUT IT BEFORE

1-1COULD EXPLAIN BUT IT WOULD HAVE TO BE VERBAL BECAUSE IT°S NOT IN WRITING.

2-1COULD SHOW THEM SOMETHING IN WRITING BUT IT’S MORE THAN 24 MONTHS
OUT OF DATE.

3 - | HAVE THIS PART OF MY BUSINESS PLAN IN WRITING AND RELEVANT TO HOW MY
BUSINESS CURRENTLY OPERATES.



0 - 7 > PROBABLY YOUR ENVIRONMENT IS RULING YOU. YOUR LIFE IS MOSTLY REACTIVE. FEW CHOICES. LITTLE CONTROL. YOU MAY NOT EVEN
BELIEVE YOU CAN HAVE A MILLION DOLLAR SOLO LAW FIRM. YOU MAY STILL THINK THE ONLY WAY TO DOUBLE YOUR CURRENT REVENUES IS TO
DOUBLE YOUR WORKLOAD. AND YOU'RE ALREADY WORKING ENOUGH! THERE MAY BE MORE EVIDENCE IN YOUR LIFE AND BUSINESS RIGHT NOW THAT
YOU CANNOT REACH THE NEXT LEVEL OF GROWTH THAN THERE IS EVIDENCE THAT YOU CAN. AND IT'S VERY LIKELY TOO, THAT THE ONLY COMPANY
YOU HAVE ARE OTHERS WHO ARE SIMILARLY-SITUATED PEOPLE WHO LIKE TO MAKE ALOT OF EXCUSES.

REVENUES ARE PROBABLY $0-250K

8-10 > VERY LIKELY YOU FEEL VERY FRUSTRATED. BECAUSE YOU KNOW YOU HAVE ALOT OF UNTAPPED POTENTIAL. BUTYOU FEEL LIKE YOU CAN'T
GET AHEAD. SOME DAYS YOU PROBABLY FEEL LIKE YOU WANT TO BURN YOUR OFFICE DOWN AND HIDE UNDER THE COVERS. OTHER DAYS, YOU GET
A GLIMPSE OF THE POSSIBILITIES AND FEEL INSPIRED. IF ONLY YOU COULD GET YOUR BUSINESS MORE UNDER CONTROL AND HAVE MORE “G0OD”
DAYS.

REVENUES ARE PROBABLY $250-500K

11 - 15 » MOST DAYS YOU PROBABLY FEEL SOMEWHAT INSPIRED. DEPENDING ON THE VELOCITY OF GROWTH IN YOUR BUSINESS YOU MAY STILL
WONDER AT HOW FAST IT CAN ALL HAPPEN AND WONDER IF IT’S JUST A FLUKE. ORDERING FROM THE “LEFT” SIDE OF THE MENU (THE SIDE WITHOUT
THE PRICES) IS BEGINNING TO FEEL NATURAL. AND IT SHOULD! BECAUSE YOU'RE BEGINNING TO FIGURE OUT THAT YOU CAN GROW YOUR BUSINESS
SIMPLY BY USING IT AS A VEHICLE TO HELP MORE PEOPLE. EVEN IF YOU CAN'T PROVE OR EXPLAIN OR DEFEND IT TO ANYONE ELSE YOU KNOW IN
YOUR GUT YOU COULD BREAK THE 7 FIGURE BARRIER IF ONLY YOU COULD GET SOME CLARITY AROUND SOME KEY POINTS ABOUT YOUR BUSINESS.
AND HAVING A GROUP OF LIKE-MINDED ENTREPRENEURIAL PEERS TO COLLABORATE WITH, HOLD YOU ACCOUNTABLE, AND KEEP YOU MOTIVATED
WOULD CERTAINLY HELP T0O.

REVENUES ARE PROBABLY $500K-1MM

16 - 21 > NOW YOU KNOW WHY HIGHLY-SUCESSFUL PEOPLE THE WORLD-QVER SAY IT'S LONELY AT THE TOP. YOU WANT TO KNOW WHAT YOU'RE
TRULY CAPABLE OF. BUT MOST OF THE PEOPLE AROUND YOU CANNOT FATHOM WHY YOU STILL GET UP & GO TO WORK EVERY DAY. THEY CALLYOU A
WORKAHOLIC. BUT THAT'S ONLY BECAUSE THEY HAVE NO IDEA TO LOVE WHAT YOU DO. THEY DON'T UNDERSTAND. THEY THINK YOU'RE JUST BEING
GREEDY TO WANT TO GROW YOUR BUSINESS. YOU DON'T DARE TRY TO EXPLAIN THAT YOUR BUSINESS ONLY GROWS BECAUSE IT HELPS MORE PEOPLE,
AND WHAT’S WRONG WITH THAT? YOU CAN'T TALK ABOUT YOUR FAVORITE SUBECT WITH YOUR CLIENTS. MOST OF YOUR FRIENDS & FAMILY HAVE
NO REAL IDEA WHAT IT MEANS TO BE CEO OF A SUCCESSFUL & GROWING BUSINESS THAT GROWS BY HELPING MORE PEOPLE. AND YOU DARE NOT
SHARE YOUR FEELING WITH YOUR STAFF.

REVENUES LIKEY OVER $TMM



BUSINESS PLAN MATRIX

MARKETING SALES FACTORY PEOPLE PI;SI;;\ : MONEY & METRICS

INTERNAL POLICIES

EXTERNAL POLICIES

PROCEDURES
CHECK LISTS
TEMPLATES
+
EXAMPLES
SYSTEMS




WHAT IS THE BUSINESS OF A LAW FIRM?

WHAT IS THE PURPOSE OF YOUR BUSINESS?




PEOPLE WHO ARE INTERESTED, DO WHAT'S CONVENIENT,
PEOPLE WHO ARE COMMITTED DO WHATEVER IT TAKES

OUR ACTIONS

? OUR PRIORITIES

Mobotone (indhs
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FINANCIAL:

PERSONAL:

PROFESSIONAL:

NOTE:

OUR DEFINITION OF A

SUGCESSFUL

BUSINESS

The business should produce enough NET income to afford the owner(s) the lifestyle they actually WANT
to live, not just what they can get-by on, settle-with or compromise on. We don’t care if you want to live in
a big house or a little house, take your family on luxury vacations or go camping, provide a private school
education or leave it up to your kids to get scholarships becuase you think it builds character. We love to
hit the occasional dive-bar and taco stand too. The only thing that matters here is that you're honest with
YOURSELF about how you REALLY want to be living and that your business generates enough net-income for
you to afford THAT lifestyle.

The business should honor its legal, financial and professional obligations while affording the owner(s) enough
control over the amount and quality of time they have to enjoy the fruits of their labors. If the only way for
your business to make a million dollars is for you to sacrifice your personal life, you don’t really own a business
you only have a job. And your job owns you.

The business should work for its owners, not the other way around. Being a “business” means it can continue
to honor its legal, financial and professional obligations even when the owner(s) choose to (or have to) step-
away for a little or a long-time with “Emergency Access Only”. The first 6 “Main Parts” of the business should
be in alignment with and operate to support the 7th. That means the business should do work the owner is
proud of. The business should improve people’s lives in ways that matter to the owner(s) of the business. And
the business should be an expression-of and in alignment-with the values of its owner(s).

You may not agree with OUR definition of a “Successful” business. That’s ok with us. We can still do business
together. We can still be friends. At the end of the day the only person whose definiton of a “successful”
business that should really matter to YOU...is your own!

“They will tell you you can’t sleep alone in a strange place. Then they’ll tell you you can’t sleep with somebody

else. Ah, but sooner or later you sleep in your own space.. Either way it's okay you wake up with yourself.” ~
Billy Joel “My Life”

n



YOUR DEFINITION OF A

SUGCESSFUL

BUSINESS

FINANCIAL / MONEY: § (NET REVENUE)

TIME:  WKS/YR:
HRS/WK:

PROFESSIONALLY:

OTHER:



WHERE IS YOUR BUSINESS NOW?

FINANCIAL PERFORMANCE

GROSS REVENUES FOR GROSS REVENUES FOR GROSS REVENUES FOR

LAST 12 MONTHS: PREVIOUS 12 MONTHS: THE LAST 90 DAYS:

PERSONAL

NUMBER OF WEEKS WORKED IN LAST NUMBER OF WEEKS WORKEDIN NUMBER OF WEEKS WORKED IN LAST NUMBER OF HOURS

: PREVIOUS : WORKED IN AN
12 MONTHS: 12 MONTHS: 40 0A1S: “AVERAGE WEEK":

PROFESSIONAL

NUMBER OF WEEKS THAT YOU TOOK NUMBER OF WEEKS THAT YOU TOOK | NUMBER OF WEEKS THAT YOU TOOK

OFF IN THE LAST 12 MONTHS:

OFF IN THE OFF IN THE HOW HAPPY ARE YOU?
PEVIOUS 12 MONTHS: LAST 90 DAYS:

*ITIS AN UTTER COP-OUT TO SAY THERE IS NO SUCH THING AS AN “AVERAGE” WEEK FOR YOU. THIS IS ALSO A MATHEMATICAL IMPOS-
SIBILITY. WE KNOW SOME WEEKS WILL BE CRAZY AND OTHERS WILL BE QUITE SLOW. WHAT’S AVERAGE/TYPICAL/NORMAL?

13



PROFESSIONAL CONTINUED

How happy/confident are you about each of The 7 Main Parts
of your business to keep-on, keeping-on even with you away on
“Emergency Access Only” for 30 consecutive days:

CIRCLE ONE SCORE

MARKETING A B ¥ D F
SALES A B c D F
FACTORY A B c D F
PEOPLE A B c D F
PHYSICAL PLANT A B ¥ D F
MONEY & METERICS A B c D F
You A B c D F

TOTAL:

+BYT:

TOTAL SCORE:

14









Stage 1 - Creating A
Successful Practice

$0 - $250,000

OPPORTUNITIES CHALLENGES
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Stage 2 - Upgrading to a
Sustainable Business

$250,000 - $500,000

OPPORTUNITIES CHALLENGES
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Stage 3 - Growing your Business
to Break 7 Figures

$500,000 - $1,000,000

OPPORTUNITIES CHALLENGES
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Stage 4 - In-Sourcing your
Firm’s COO: A professional

Law Firm Administrator

OPPORTUNITIES CHALLENGES
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Stage 5 - In-Sourcing your
Firm’s CFO. Controlling Your

Destiny

OPPORTUNITIES CHALLENGES

2



Stage 6 - To Be or Not to
Be: A Full-Time CEO

OPPORTUNITIES CHALLENGES

22



L HOW TO MANAGE

A SMALL LAW FIRM
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