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SESSION 7

Building your A-Team: 

How to attract hire and train A quality people to 
run the systems that run your business

96

7 Parts of a 
Law Firm Business
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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?

YES NO

QUESTION: Would you ever advise/allow your client 

to make this investment?

9
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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 NO

v
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v

W H AT I S  A  L AW F I R M ’ S 
B U S I N E S S  P L A N  “ s u p p o s e d  t o  b e ” ?

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.  

It 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
• $250K - $500K: Upgrading to a Law Business
• $500K - $1M: Breaking the 7 Figure Barrier 
• $1M: Solo Millionaire Firm

These four stages are most obviously recognized on financial terms.  But a more sophisticated analysis reveals increased equity, personal 
freedom and professional satisfaction amongst owners, shareholders, staff and often clients too.

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.

��
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7 PARTS OF A LAW FIRM

1�2� ©2017 How to Manage a Small Law Firm II, Incorporated.  All Right Reserved.
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7 PARTS OF A LAW FIRM I  C A N  E X P L A I N  T O  M Y  S T A K E H O L D E R S  H O W  E A C H  O F

“ T H E  7  M A I N  P A R T S ”  O F  M Y  B U S I N E S S  A R E  S U P P O S E D 
T O  W O R K .

KEY 0 - Never really thought about it before

1 - I could explain but it would have to be verbal because it’s not in writing.

2 - I could show them something in writing but it’s more than 24 months 
     out of date.

3 - I have this part of my business plan in writing and relevant to how my 
     business currently operates.

SCORECIRCLE ONE

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:

1
Marketing

2
Sales

3
Factory

4
People

5
Physical 

Plant

7
You

6
Money & Metrics

��
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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.

8 - 10 •  Very likely you feel very frustrated.  Because you KNOW you have alot of untapped POTENTIAL.  But you 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 “good” 
days.

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 too.

16 - 21 • Now you know why highly-sucessful people the world-over 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 call you 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 are probably $0-250K

Revenues are probably $250-500k

Revenues are probably $500k-1MM

Revenues likey over $1MM

G R A D I N G

v
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B U S I N E S S  P L A N  M AT R I X

Marketing Sales Factory People
Physical 

Plant
Money & Metrics  You

Internal Policies

External Policies

Procedures

Check Lists

Templates

Examples

Systems

+
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WHAT IS THE BUSINESS OF A LAW FIRM?

WHAT IS THE PURPOSE OF YOUR BUSINESS?
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Our actions  express                                     our priorities.

-Mahatma Gandhi

People who are interested, do what’s convenient,

People who are committed do whatever it takes

OUR DEFINITION OF A 

SUCCESSFUL
BUSINESS

��
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OUR DEFINITION OF A 

SUCCESSFUL
BUSINESS

Financial:

Personal:

Professional:

Note:

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”

��
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YOUR DEFINITION OF A 

SUCCESSFUL
BUSINESS

Professionally:

Other:

Time:       WKS/YR:

                HRS/WK:

Financial / Money: $ (Net Revenue)

�9
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FINANCIAL PERFORMANCE

Gross revenues for 
last 12 months:

Gross revenues for 
PREVIOUS 12 months:

Gross revenues for 
the last 90 days:

Number of weeks worked in last 
12 months:

Number of weeks worked in 
PREVIOUS  

12 months:

Number of weeks worked in last  
90 days:

Number of hours 
worked in an  

“average week”:

Number of weeks that you took 
off in the last 12 months:

Number of weeks that you took 
off in the  

PEVIOUS 12 months:

Number of weeks that you took 
off in the  

last 90 days:
How happy are you?

PERSONAL

PROFESSIONAL

W H E R E  I S  YO U R B U S I N E S S  N OW ?

* It is 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?

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

SCORECIRCLE ONE

Marketing A B C D F

Sales A B C D F

Factory A B C D F

People A B C D F

Physical Plant A B C D F

Money & Meterics A B C D F

You A B C D F

TOTAL:

÷ BY 7:

TOTAL SCORE:

��
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NOTESNOTES

22
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OPPORTUNITIES CHALLENGES

Stage 1 – Creating A 
Successful Practice

$0 - $250,000

26
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Stage 2 – Upgrading to a 
Sustainable Business

$250,000 - $500,000

OPPORTUNITIES CHALLENGES

2�
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Stage 3 –  Growing your Business 
to Break 7 Figures

$500,000 - $1,000,000

OPPORTUNITIES CHALLENGES

2�
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OPPORTUNITIES CHALLENGES

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

Law Firm Administrator

29
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OPPORTUNITIES CHALLENGES

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

Destiny

��
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OPPORTUNITIES CHALLENGES

Stage � – 7o %e or 1ot to 
%e� $ Full-7ime C(O

��
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