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espite resurgent strain on the U.S. 
economy in recent weeks thanks in 
part to global economic troubles, 

Pennsylvania law firms saw at least a glim-
mer of hope in the last year as they fared 
much better on all financial fronts, even 
with costs increasing. The trick could have 
been increasing rates, which was far and 
away the most cited tactic for maintaining 
profitability, according to PaLAW’s 16th an-
nual Managing Partners Survey.

But in a slow-growth economy, whether 
financial metrics will continue to improve 
in the face of hard-to-find revenue streams 
and little left to cut remains to be seen.

The number of firms that saw increases 
between the prior two fiscal years in gross 
revenue, revenue per lawyer (RPL), net 
profits, and particularly profits per equity 
partner (PPP), shot up from last year.

Of the respondents, 70 percent saw 
jumps in gross revenue between their last 
two fiscal years. That was compared to just 
46.2 percent who could say the same last 
year. Similar figures were seen with RPL, 
a metric that rose year-over-year at 70  
percent of responding firms. Only 44.4 per- 

 
 

 
cent said the same thing last year.

When it came to net profits, nearly 76 
percent of responding firms saw increases, 
compared to 55.6 percent who said last 
year they had seen increases in that fig-
ure. The largest improvement was seen 
in the PPP area, in which 72.4 percent of 
respondents saw increases year-over-year, 
compared to the 37 percent who said so 
the prior year. And the nearly 30 percent 
of respondents last year who said they saw 
decreases in PPP dwindled to just 3.4 per-
cent this year.

The larger number of firms that saw 
jumps in profits as compared to those that 
saw rises in revenue is consistent with what 
the largest firms in Pennsylvania experi-
enced in 2010. As Zack Needles reports in 
his analysis of firm financials beginning on 
page 96, most large firms saw significant 
rises in PPP that weren’t often matched by 
equal jumps in revenue. Even a few firms 
that saw revenue decline saw sizeable in-
creases in PPP, thanks to what they said 
was consistent cost management.

But as Altman Weil consultant Ward 
Bower points out in his article on law firm  

 

 
 
growth strategies beginning on page 94, 
there is little room for more cost cutting 
without dramatically restructuring a law 
firm’s business model.

According to the Managing Partners Sur-
vey, costs have been on the rise over the 
last two fiscal years. When asked in 2010 
if costs increased, decreased or stayed the 
same when comparing the firm’s two most 
recent fiscal years, the respondents were 
equally split with each category getting 33 
percent of the responses.

In 2011, however, those figures changed. 
The number of firms that saw an increase 
in costs rose from that 33 percent to 
55.2 percent. Those that saw a decrease 
dropped to 20.7 percent while 24.1 percent 
of respondents saw costs remain flat in the 
last two years.

KEEPING PROFITS UP
The list of tactics firms implemented to re-
duce costs and maintain profitability over 
the past few years is long, but these arrows 
are being pulled from the quiver much less 
frequently in many instances. The number 
of respondents who said they reduced eq-

Managing Partners Survey

Pa. Firms Showed Significant Financial  
Improvement Over Last Two Fiscal Years 
But Was That an Aberration or the New Reality?

 

MERGER 
POSSIBILITIES

16.7%  Actively seeking 
merger opportunities

53.3%  Would be open to 
merger opportunities

30%  Has no interest in merging

 

DID YOUR 
FIRM HAVE 
NON PARTNER- 
TRACK 
ASSOCIATES 
FROM 
JUNE 2010 TO 
JUNE 2011?

45.2%  Yes

54.8%  No

 

HAS YOUR FIRM 
DE-EQUITIZED 
ANY PARTNERS 
BETWEEN JUNE 
2010 AND 
JUNE 2011?

23.3%  Yes

76.7%  No
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