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The Cairo Paper – The 14 Law Firm Profitability Tips 
 

Foreword: if you are keen to increase your L2L Marketing, then it is likely that you would like to generally 
increase the profitability of the firm, too. In this light, the following paper, which I wrote in Cairo in 2017, 
might be of use in parallel or as part of your creation of an L2L Strategy for effective L2L Roadshows 
using Cross-Referrals and other instruments as per this topic – L2L Marketing & Cross-Referrals.  

 

Introduction to the Cairo Paper 

 

Yesterday, in Cairo, Egypt, I met my 150th law firm since establishing Nixedonia two years ago.   

 

While discussing the various ways to increase law firm profitability with the Managing Partner of one of 
the leading law firms there, I had said that most of the mistakes I had seen are very common across the 
planet. Most of the tips that I would give, too, to increase profitability, are also thus relatively straight 
forward and quite simple to do.    

 

In over fifty countries where I have now done legal business development training, initially only in Europe 
but now in South East Asia, the Middle East, and North Africa, too, I am seeing that the law firms have 
the same areas to improve (Cross-selling, Unsolicited Pitching, responding to RFPs etc), and are 
making the same mistakes (no pricing strategy, no Consultative-Selling model, no tracking of sales 
activities, no defined competitive advantages, Non-consideration Discounting, Client Neglect and a 
lot more besides). Further, some of the tips that I would give might be as easy and quick to do as inserting 
a clause into your services contract and take no more consensus than a 5 minute explanation of the idea 
at a Partners’ meeting, and then application into practice that very same day.    

 

Anyway, the Managing Partner asked me to put together the tips we had discussed into one paper, as a 
small summary of our chat, and the result is this paper here. I hope it might also be useful for you, too, 
and provide some food for thought. On the right, under each point, there is a training session name that 
could help with this tip and expand upon what to do and how to do it.  

 

If you have any questions, or ideas feel do free to reach me at John@nixedonia.com  

   

John James McVeigh DTEFL, MBA, LLM   

Chief Executive Officer   

Nixedonia – www.nixedonia.com   

22 April 2017   

Cairo, Egypt 
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The Cairo Paper - The 14 Law Firm Profitability Tips  

 

The 14 Tips are briefly written below, while their explanation takes up the next few pages. If you were to 
make this list of 14 Tips into a Business Development To-Do List and actually apply them to your law 
firm this year, your profitability would increase by at least 20-30%   

 

1. Calculate your Hourly Break-even Rate   

2. Go beyond partner intuition in setting rates   

3. Win RFPs through 3 Price Positions and not telling your prices immediately  

4. Cut the tail   

5. Break price-rise news early, sweeten it, and have a Price Rise Clause     

6. Do 1+1=3 Bundling to change commodity work into premium and increase cross-selling   

7. Have a Time Premium Hourly Rate   

8. Other readers also bought…    

9. Make a service menu   

10. Don’t undercharge   

11. Offer lawyers a Business Development Bonus beyond just 10% of new mandates won   

12. Record Billable Hours daily, and give Weekly Client Updates   

13. Have an L2L Marketing Strategy using Cross-Referrals   

14. Aspire to reach €1000 an hour   

 

1. Calculate your Hourly Break-even Rate 

 

Well, first of all, it sounds obvious, but you wouldn’t want to work for free, would you? I didn’t think so. 
Even worse, how about doing work on a loss-generating client – so you are not even working for free, 
but even paying for the pleasure of doing that work from your own pocket?  This would be utter craziness 
from a commercial perspective, and it is exactly what I am seeing lots of law firms do. If we have not 
calculated our Hourly Break-even Rate, then quite often in new-client negotiations we can be pressured 
into accepting work at a loss-generating rate (especially when agreeing to ill-conceived fixed rates). Thus, 
to strengthen your future negotiation position, you have to work out this rate – and then be sure that all 
partners / senior lawyers know it. Most law firms have no idea what this rate is.    

 

2. Go Beyond Partner Intuition in setting rates 

 

On a related note to point number one, on calculating the Hourly Break-even Rate, I would then ask 
whether your law firm goes beyond partner intuition in setting fixed rates for new mandates. Most law 
firms seem to do this spontaneously and in an improvised manner. Hence, your rate proposal is no more 
and no less “effective” than that of your competitors. Can you prove why your legal solutions are more 
cost-effective than the others - beyond clichés?   
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Only by crunching the numbers of previous forecast rates, and comparing those to real time spend on 
the mandates, can we then gain more and more accurate forecasting for fixed-rate work. By knowing 
that, if we wish to, we can use a penetrative pricing strategy to break-even without resorting to price 
dumping to make our firm competitive. This approach also works for success-fee pitching and blended-
rate offers. Alternative Billing Arrangements should not be made by intuition or benchmarking to previous 
similar mandates. Your firm has this data already, but you are probably not using it as well as you could 
(if at all!).   

  

3. Win RFPs through 3 Price Positions and not telling your prices immediately 

 

When responding to a Request for Proposal (RFP), or making an Unsolicited Pitch, offer three, and not 
one, price. You can include the standard service as the middle price, an expanded bundled service as 
an Up-Sell at a more premium rate, and, in order to win against price-competition, offer a Down-Sell – 
not the cheaper price for the same work, but a Down-Sell for a preliminary work / analysis. 3 Price 
Positions will increase your success in getting such clients. Still, you might want to reconsider whether 
RFPs are really worth doing at all. What is your success rate?   

 

Lastly, the worst possible thing that you can do when asked for your price, like in an RFP, is to actually 
tell them. You should call them, speak first, get a meeting – at least try and sell your services! If you 
don’t, you lose to legal providers also contacted as they will be cheaper than you. So, if asked your price, 
don’t tell (at least not immediately).    

 

4. Cut the tail     

 

A number of the larger law firms have come to the realization that some clients are not that profitable, 
or, even worse, that they may be loss-generators (!). A good tip for increasing profitability may seem 
extreme, but is necessary.    

 

You should do an Advanced ABC Analysis of your current clients (an analysis not just showing which 
are the most profitable to the least profitable as in simple ABC Analysis) and then you politely “fire” the 
lower 10%20% of your clients. “Firing” can be done by Out-Referrals, hourly rate rises, and, importantly 
setting a Minimum Order Size (if you record time by the minute, move to five minute blocks. If you record 
in five minute blocks, move to ten minute blocks etc). This can be added as a single clause in your 
service contract for future clients easily, and applied to new contracts with existing or ex-clients. Such a 
“culling” is called Cutting The Tail – then, with the time gained from working on troublesome and less 
profitable clients (and these are usually the ones who take most time to service, are very demanding, 
and are most likely to become bad debts) you focus on developing the existing A or B clients, and 
reengaging ex-clients. You also avoid the 1-2-4 Mistake. You don’t even have to replace D Clients with 
new clients.    
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5. Break price-rise news early, sweeten it, and have a Price Rise Clause     
 

Regarding simply raising hourly rates by a percentage from a future date as a means to increasing 
profitability, a good tip here is to simply inform the client about this as far in advance as possible. For 
example, now it is April 2017, so, if you are thinking of such a price rise from 1 January 2018, you should 
be informing your clients about it around now – at least six months in advance. Moreover, such news 
should be accompanied by justification and a Sweetener.    

 

The worst thing you can do, and I see law firms do this, is inform the client the very same month before 
the rise. They are far less likely to make a fuss about a change some months in the future, than if it is 
weeks away.    

 

Next, you might also consider simply adding a Price Rise Clause to your services contract saying that 
rates will be reexamined to stay in line with inflation and other increasing expenses (salaries for good 
lawyers etc.) mid-year regarding changes to the year ahead (and even say a window of by how much in 
percent). In doing so, and in then forewarning the client (it is much better to engage them in this than to 
hide it), you can use it as a Demand Stimulation for your legal services – if done well, you can increase 
demand this year at the lower rate for future orders taken ahead of the new year. Few law firms exploit 
this opportunity nor seem to know how to do it, but it isn’t that hard.   

 

6. Do 1+1=3 Bundling to change commodity work into premium and increase cross-selling     
 

One easy criticism for me to make against partners, who may say that they are terribly busy, would be 
to say that they are doing too much commodity work, and not enough premium work. Many partners are 
doing work that could be, and should be, delegated down to more junior fee earners.    

 

A marketing approach on being a “full service” law firm is more commodity, and less profitable, than 
having a Practice Based Marketing Strategy, which, itself, is less profitable than having an Industry Based 
Marketing Strategy.   

 

There are various reasons why this doesn’t happen, and I won’t go into those here (the training sessions 
on Effective Delegation and Advanced Cross-Selling help to solve that), but one clever approach to 
increase profitability for the firm as a whole, as well as cross-selling, is to do Premium Bundling. What 
this means is that you should create product Bundles of services that could complement one another – 
and might well be purchased together by the client in any case. Next, when you have these Bundles 
ready, you sell them at a Mark-Up, not at a discount (lots of law firms make that mistake, too).    

 

By Bundling and creating a package, you increase value, and can thus use this approach to convert 
commodity work into premium. Only a handful of the 150 law firms I have met are actually doing this – a 
few of them in Vienna. Bundling also causes Sales-cycle Shortening which also increases profitability.     
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7. Have a Time Premium Hourly Rate    
  

A few months ago I met a partner of one Balkan law firm, and the fellow looked exhausted. It turned out 
that before our training session, he had literally been up all night completing a super urgent request from 
a client. I asked him how much more he had charged for doing that work at such short notice and the 
answer was… exactly the same as always (!). They have one hourly rate, and it is a good client, so that 
is the rate they charged them. Well, I think that is pretty daft and a missed opportunity. You shouldn’t 
have one hourly rate. Insert a clause into your services contract stating that there is a Premium Hourly 
Rate, say, for tasks to be done within 24 hours. This is an easy and justifiable reason to Up-Sell. Many 
London law firms do this. If they can, then so can you. Moreover, if the clause is already in the contract, 
you can refer to that. Then, give the client a choice between the standard rate and the work being done 
within a few days, or the Premium Hourly Rate for it to be done the next day. This will increase profitability 
because many clients want work done yesterday, and will be willing to pay for the added value of an 
almost instant response.  You and your lawyers shouldn’t suffer due to clients having time management 
issues.    

  

8. Other readers also bought… 

 

You know, when I treat myself to a book from amazon.com, after I have finished the transaction, a screen 
appears showing what books other readers had also bought. This is a smart Cross-Sell and very 
effective.    

 

But, does your law firm proactively take the initiative to systematically propose related legal products to 
your clients? Almost none do. Thus, you might wish to focus on Advanced Cross Selling to see this 
happen. It is an easy win, and brings in a ton of work. Again, almost no law firms are doing this.     

 

9. Make a Service Menu     

 

You shouldn’t re-invent the wheel each time you do work, and this is what most law firms are doing. It 
would be more profitable to have some clearly defined products, and the templates and KM system for 
them. “Recycling” work is ethical, and greatly increases profitability. 

 

10. Don’t undercharge 
      

One further little tip for me to give my law firm clients is that they need to charge more. Most of the firms 
I work with are small to medium sized, and are (overly) friendly to clients and often write off small tasks 
done, or don’t charge for telephone calls even (!). These firms are Under-Charging. This really is a big 
mistake. Loyalty and client retention are not gained by discounting or price competition, while your 
generous freebies will devalue your work. You should be charging for absolutely everything that you are 
doing.    
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11. Offer lawyers a Business Development Bonus beyond just 10% of new mandates won 
 

If you want lawyers to do business development, to bring in work, and thus increase profitability, have in 
place a motivational system to do this. Giving 10% of new client work brought in is the worst thing you 
can do. Don’t do that. An effective bonus system is a little more complex, but worth creating and applying. 
No bonus will not inspire business development work to be done. Very simple. Ideally, move towards an 
“Eat What You Kill” compensation system. (and yes, that is possible, even in your jurisdiction)    

  

12. Record Billable Hours daily, and give Weekly Client Updates     

 

The more infrequently we record billable hours, the more work is forgotten and lost from invoicing. Thus, 
law firm profitability plunges. Further, clients should get Weekly Client Updates – so there are no 
surprises and requests for Retroactive Discounts. An easy win for your firm, to increase profitability at 
least 10%, would be to strictly move all fee-earners to a compulsory daily recording of billable hours. It 
might be hard, but for every day you are not doing this, you are losing at least 10% of revenues. should 
correct that (unless you are one of the few law firms already daily recording!)     

 

13. Have an L2L Marketing Strategy using Cross-Referrals 

   

Many partners complain to me that working with local firms in their jurisdiction is not as profitable as 
doing in-bound work from other jurisdictions. I then ask them what their L2L Marketing Strategy is, and 
they look at me with a blank expression. L2L Marketing means having a system in place to generate 
inbound work from out of your jurisdiction – say, from London or Vienna or New York. Some partners 
reply that they do an annual Roadshow to major law firms, and I am not impressed with that answer 
either. Quite often, that is nothing more than a Meet & Greet, and then they return home to wait for 
inbound work (which probably never comes). So, if you want to increase profitability for your firm through 
inbound work, you need to both have an L2L Marketing Strategy, and a Proactive Roadshow Plan (using 
Cross-Referrals, rather than simply Cross Selling or, worse still, just doing a Meet & Greet).    

 

14. Aspire to reach €1000 an hour 

 

Lastly, in increasing profitability, one approach is to fundamentally change our perspectives and 
expectations – then apply this change to create an ambitious but realistic plan. This is not delusional, 
and this is not magical thinking. Let me ask you, what is stopping you from reaching the impressive rate 
of €1000 an hour? Yes, even in your jurisdiction. Such a rate is possible. What would we need to do to 
reach that rate? If we are buried under billable hours, year in, year out, doing commodity work, then we 
can be very busy, and never ever reach such a rate. The only one preventing this from happening is you 
yourself.    

 

If you have any thoughts or questions on the Cairo Paper, contact me at John@nixedonia.com  

mailto:jjmcveigh@nixedonia.com
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