COMPONENTS OF PROFITABILITY
At Client or Matter Level

I.
FINANCIAL & NUMERIC METRICS – i.e. THINGS THAT CAN BE COUNTED/RANKED SUCH AS REVENUES, COSTS, EXPENSES, COLLECTIONS -

A. If existing client – 

1. Actual total gross annual revenues by year, by types of work, by attorney, trends over length of client’s relationship with the firm

2. Realization rate, rate structure – actual blended realization rate

3. Amounts, types, timing, trends write offs/write downs

4. Dollar volume (depth) of primary service – i.e. client share by matter type

5. Number/range and volume of other firm service areas utilized – share of client’s total outside legal services budget, and as a % of total budget for legal services
6. Existing leverage ratio – staffing mix, utilization, efficiencies and profitability 

7. Number of referrals/introductions from this client – number of matters, types, total revenue

8. Degree of client share, degree of loyalty

9. Overall strength of the relationship

B. If prospective, new client – 

1. Estimated dollar volume of immediate primary service – client share by matter type  

2. Additional variable cost components – travel, special staff, reporting etc.

3. Probability of attaining this potential work

4. Estimated potential volume of additional work in same area
5. Estimated range/ volume of other firm service areas used – share of client’s total outside legal services budget, and as a % of total budget for legal services
C. Apply to both existing and prospective –

1. Projected staffing mix, utilization, levels

2. Fee structure and/or percentage of standard rates
3. Net profit before taxes – total revenues minus total fixed and variable costs (including % overhead allocation)
4. Projected referrals from others – who they know, number of matters, types, total revenue

C.
Costs (apply to all) -

1. Cost of acquiring client – establishing initial relationship - time and money
2. Cost of developing more work from the client – time and money
3. Cost of collections – time and money

4. Cost savings of servicing this client – subsidiary of existing client, location, etc. 
II.
SUBJECTIVE CRITERIA – FOR WHICH A METRIC (MEASURE) CAN BE CREATED -

1. Firms knowledge of client industry/ matter type

2. Firms desire to gain knowledge of client industry/matter type

3. Past success rates

4. Client entity’s development mode – start-up, growth, mature, declining

5. Client entity’s industry status – stable, growing, regulatory, government

6. Profit criteria unique to this client/matter – soft benefits
7. Degree of prestige of working for client

8. Degree of interesting, developmental work

9. Degree of training younger attorneys/staff on matters – i.e. training opportunity
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