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INTRODUCTION

The inflection point

The IP market of 2026 has reached a critical crossroads. Demand for IP protection is growing — yet the
firms entrusted to deliver it are operating under a strain most have never experienced before. Partners tell

us they have never been busier. And yet, for many, the business of the firm has never felt more uncertain.

The reason is structural, not cyclical. Historically, IP firms operated as legal practices first and businesses
second. That model worked when client relationships were sticky, pricing was opaque, and competitive
differentiation happened mostly in courtrooms. None of those conditions still hold.

"‘Corporate clients are diverting work away from firms that prioritize billable volume toward
those that can demonstrate operational efficiency.”

This does not mean the end of the billable hour. It reflects something more fundamental: clients now
expect clear ROI on the value produced within those hours. Firms that fail to adopt data-driven
management are not just stagnating — they are actively losing their most profitable work to more agile

competitors.1

THE CENTRAL ARGUMENT

For IP firms, internal efficiency is necessary — but no longer sufficient. The firms gaining ground
today are those that have extended their management discipline beyond the walls of the firm, into
agent networks, disbursement structures, and the economics of cross-border filing.

1. This paper does not debate the future of the billable hour. For a deeper discussion, see our webinar on the topic at
azamiglobal.com/webinar. For present purposes, we take the Churchillian view: the billable hour is the worst form of billing
for one's work, except for all those other forms that have been tried from time to time.
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THE BUSINESS BLIND SPOT

Moving beyond basic metrics

Every IP firm tracks revenue and year-end profitability. Many monitor historical trends to forecast their
numbers. A select few go further, adopting commercial best practices for sales, marketing, and client

development. But a business-first firm understands the metrics that drive those outcomes.

The distinction matters enormously. Instead of chasing general growth — "increase revenue by 5%,
reduce overhead" — a business-centric firm focuses on margin expansion. It asks a more precise
question:

"How do we increase net profit by 10% without the corresponding cost of increasing
headcount?”

Unit economics

A business-first firm understands the true cost of every matter it handles. In IP law, because no two
matters are identical, the billable hour translates complexity into economic units. But calculating unit
economics goes beyond tracking the effective hourly rate for internal work. Because IP practices manage
a uniquely high volume of external disbursements, accurate margin analysis must integrate pass-through
costs — agent fees, official fees, translation, FX — to reflect true profitability.

THE OPPORTUNITY

By optimizing costs generated outside the firm, practices can increase their margins or offer more
competitive pricing — without disrupting internal workflows or reducing the firm's own profitability.

Pipeline visibility

Many lawyers rely on reputation or traditional networking to drive growth. What these passive strategies
share is that they rarely align with a client's precise moment of need. IP firms hold a structural advantage
here: the patent lifecycle is inherently predictable. High-performing firms leverage this by analysing client
R&D cycles together with agreed filing strategies for initial filings, and by monitoring public data for
subsequent foreign filing work — building pipeline visibility 18-24 months in advance, and transitioning

from reactive billing to proactive capacity planning.



The External
Cost Problem



THE EXTERNAL COST PROBLEM

Where the margin actually goes

The traditional law firm focuses its optimisation efforts inward — reducing administrative headcount,

increasing associate targets, tightening internal workflows. These levers matter. But they carry a cost of
their own: cutting a paralegal to save on overhead is a real sacrifice. Reviewing the bill from your foreign
agent costs nothing — and often yields the same saving, or more. The most significant margin drivers in

2026 are external, and for most firms, they remain largely unmanaged.

External cost drivers

Official fees in major jurisdictions have surged by up to 25% in recent years. When official fees and agent
disbursements account for a significant portion — sometimes a majority — of a client's total bill, a firm's
inability to manage these costs doesn't just erode its own profitability. It actively undermines its value

proposition to the client.

The transparency gap

Most firms rely on IP Management Systems to manage internal processes. But these systems are
designed for process, not profitability. Even the most robust IPMS fails to provide real-time visibility into

two critical areas:

FX leakage. Opaque bank spreads and currency fluctuations siphon away significant portions of margin
on every cross-border transaction. Because these amounts cannot be quantified through traditional tools,

they are rarely assessed and almost never reduced.

Agent fee variances. Agent fees vary widely — in structure, in rate, and in the administrative surcharges
that frequently appear only after the work is complete. Without the ability to audit these costs at the point
of instruction, firms remain reactive to margin erosion they cannot see coming.

"We have seen firms reduce external disbursements by more than 10% simply through
increased FX intelligence and awareness — recovered margin that flows directly to the
bottom line."

THE GOVERNANCE GAP

Many firms lack formalised SLAs with their foreign agents. Response times, payment terms, and
scopes of work are left to informal understanding. Two agents in the same jurisdiction may quote
the same fee — yet deliver radically different final invoices. Without a financial engine to audit
these variables in real time, firms are guessing at their margins.
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THE QUALITY PARADOX

Why clients judge you on the wrong thing

Beyond margin protection, a business-first firm must optimise for client retention. In IP, quality is the
primary engine of retention — yet practitioners face a paradox that has no equivalent in most other

professional services.

Quality in IP law is split into two distinct categories: one highly visible but ultimately secondary, and

another that is fundamental to the value delivered but remains invisible for years.

Process quality — the visible proxy

This is the client's day-to-day reality: responsiveness, clarity of communication, alignment between
quoted and final costs. Even a firm that excels internally will falter if it cannot control the behaviour of its
external agents. Without total visibility into an agent's timing, cost accuracy, and quality metrics, a firm's
process quality as perceived by the client remains vulnerable to external failures it had no hand in
creating.

Technical quality — the invisible outcome

This is the craft that clients are ultimately paying for: the technical strength of the patent and its strategic
value to their portfolio. Paradoxically, this most vital element is also the most difficult for a client to assess
in real time. The true quality of a patent often remains unknown for years — emerging only in licensing
negotiations or litigation.

Administrative precision is interpreted as professional rigour. If a firm's quotes are
consistently inaccurate due to poor FX management, clients perceive that lack of financial
control as a reflection of the technical work itself."

THE REPUTATIONAL RISK

Clients intuitively value technical excellence, but the delay in measuring it forces them to rely on
process quality as a proxy for overall competence. The firms that win on retention are those that
remove every friction point from that visible experience — especially cost unpredictability.
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THE RECIPROCITY ADVANTAGE

Your agent network is a supply chain

Of all the external levers available to a business-first IP firm, reciprocity dynamics may be the most
underutilised — and the most firm-specific. The impact of this lever will vary depending on a firm's profile
and business development strategy, but it is available to almost every practice with an active international

filing programme.

Too often, agent relationships are managed on the basis of subjective impressions or recency bias — the
tendency to favour the agent you last met at a conference, or who last sent you a referral, even if stronger
relationships exist elsewhere. A business-first firm treats its global agent network as a vital supply chain,

not a social network.

"‘Surface-level reciprocity analysis rarely accounts for an agent'’s actual capacity to return
work, their technical suitability for specific mandates, or the true cost-adjusted ROI of the
relationship."

By auditing the complete ROI of every referral relationship — balancing cost, quality, and return volume —
sophisticated firms ensure that each agent assignment is the result of objective data rather than
familiarity. The difference is not marginal. Firms that apply this discipline consistently report measurable

improvements in both the quality of inbound work and the predictability of their international revenue.

WHAT TO MEASURE
Network contribution, performance and quality metrics, jurisdiction-specific expertise, relationship
history, and reciprocity score — not just who you know, but what that relationship is objectively

worth to the business.



The firms that thrive will move from
visibility to control

The shifts described in this paper are not predictions. They are already
underway. The firms pulling ahead today are those that have made a deliberate
decision to understand their business with the same rigour they apply to their

legal work.

This means moving from hindsight-based reporting to real-time financial
management across the entire IP lifecycle — not just the work that happens
inside the firm, but the full economics of every matter, every agent relationship,

and every cross-border filing.

For firms that have not yet established these metrics, the immediate priority is to
identify the drivers most critical to their clients and their own profitability. The
goal is not to implement everything at once. It is to begin measuring — because

you cannot manage what you cannot see.

This paper is intended to raise awareness of the issues that will define the
next decade of IP practice management, not to prescribe a one-size-fits-
all solution. Every firm's priorities are different. We invite you to evaluate

where your firm stands — and we welcome a deeper conversation on the

practical tools required to get there.
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