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What is the future of the client relationship? 

That may depend on where that relationship 

starts – and, most likely, it begins with BD. 

It begins with a problem that needs to be 

fixed, or a raft of work that needs to be 

done. It begins with a pitch, or a tender, or a 

conversation. And a price.

All trades hinge on price, and profit. So 

why have law firms come so late to the pricing 

and BD party? How can they learn from those 

who’ve innovated in pricing client services to 

smarten up the way they think about charging 

for what they do? To find some answers we 

turned to Kevin Doolan.

Doolan is a lawyer – don't chuck your 

copy of Briefing away quite yet – but he's 

entrenched in business services. He completed 

his MBA at Henley Management College 

in 1996 and has since led the client services 

element of Eversheds. Next year he will wave 

goodbye to all that, joining a consultancy called 

Møller PSFG at Cambridge University (staffed 

by, among others, Great Escapees from legal 

such as Ori Wiener, more from whom in our 

feature). Doolan even 'wrote the book', or at 

least developed the case study, on professional 

services pricing for Harvard Law School, and 

teaches as a visiting professor on the school’s 

executive education programme.

One of his primary responsibilities is 

pricing, perhaps the hottest topic in legal 

services right now. Like many other client-

facing people, Doolan contends that pricing 

is about the perception of value, not cost. 

"Whatever you do at a law firm, there’s always 

going to be somebody cheaper than you. If 

price was everything then all the work would 

slide down to the cheapest provider, but the 

world is not like that."

For many years, he says, people just didn't 

talk much about pricing in law firms. "We 

were fighting with investment banks and 

accountants for the best of the bright, young 

people. If I had said to my partners 'I want to 

sit down and talk about price', they’d have said 

'Well, is that an issue?'."

But some of Eversheds' largest clients have 

pushed the firm to think differently, which has 

led to more 'pricing-focused' thinking. Doolan 

cites Eversheds' work with Tyco as a prime 

example. In 2006, Tyco threw out its 280-plus 

panel firms in favour of a global two-year deal 

for Eversheds to fulfil the company's entire 

legal needs. The initial deal was worth £10m to 

Eversheds, and Tyco renewed for a fourth two-
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year term earlier this year, with an estimated 

value of £16m. Doolan headed the negotiation 

of the terms of the Tyco deal in 2006.

This was, of course, back in the good old 

days. But Eversheds has kept the Tyco account 

so Doolan and the pricing people must be 

doing something right.

The slash and burn following the financial 

crisis is mostly passed, he says – capacity has 

been stripped out of legal to match a more 

trimmed demand. Now the focus should be 

about value and innovative thinking. The 

attitude that the best firms have gravitated to 

now, says Doolan, is a far more collaborative 

one with clients; a more listening relationship.

"There’s been a temptation for people to 

demand ever bigger discounts, but for most 

firms going a further 10-15% would more than 

halve their profits. Is that sustainable?"

This lies at the core of this (and every) issue 

of Briefing. It's impossible to price work well if 

you can't cost it properly. And you can't price 

well if you don't know your margin goals.

"It gets back to saying: 'How could we do this 

differently?' That is the key. We’ve got examples 

where the client has saved money [while] we’ve 

maintained a proper level of profitability. It’s 

about aligning your interests so that you’re 

working in the same direction."

This doesn't mean just throwing AFAs at 

the client. Doolan says firms should avoid 

some well-known AFA models and instead 

think collaboratively and 'holistically' about 

the totality of a client’s needs. Blended rates, 

for example, completely misalign the parties’ 

interests, he argues – they incentivise firms 

to put more junior staff into the work, but the 

client gets a better deal if there is more partner 

time – firm and client are therefore pulled in 

different directions. "An aligned approach," 

says Doolan, "would be to pick a package of 

work costing £1 million and find out what we, 

working with the client, can save – and split 

the savings half each."

This is similar to a success fee – but 

whatever the innovation, Doolan says, it's more 

innovative to use lawyers' and business services 

people's brains to solve the problem the client 

has in terms of cost. "If you start from the point 

of talking about hourly rates, where does that 

go? And what are you going to do in two years 

– talk about the hourly rates again?"

There is another danger for unwary firms: 

clients pushing for more fixed fees in areas 

that aren't repetitive, easily costed areas of 

work. Law firms often say 'yes' to fixed fees to 

win work, without understanding the cost of 

delivery or the potential scope of the job. If (or, 

most likely, when) something comes out the 

woodwork, the extra work needed has to come 

within the fee – and the firm takes a bath.

The way to deliver the predictability of fixed 

fees without the potential risks to the firm is 

through much greater adoption of project-

based costing – something the 'real world' has 

been doing for a long time.

Put simply, Doolan's solution is this: scope 

the work as well as you can and base the 

“agreed fee” on that scope. Everything that 

pops up outside the scope is extra – but the law 

firm cannot proceed with extra work without 

costing it and gaining the client’s clear consent 

before it is carried out. This way, the client 

stays in control of the final bill.

"This approach solves all the problems. 

When you come back with [an initial] scope 

and cost, the client may fall off their chair. 

They may have been thinking it was going to 

cost £100,000, but you’ve delivered a budget 

of £400,000. That’s fine, because there are 

only two options: revise the scope and show 

what work can be covered within a budget of 

£100,000, or prove to the client that a bigger 

budget is needed, because all of the issues that 

need covering are going to cost more than 
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the planned budget. Either way, there will be 

an agreed fee and scope [and], effectively, I’ve 

agreed the bill in the first few days."

 

The most important part of this project-style 

working is empowering the client – the client 

can say no. This approach to BD builds trust – 

the client knows what will happen and knows 

they will get to veto everything 

that could change – and 

it creates the kind of cost-

predictability that corporate 

counsel are used to in their 

businesses. It also passes the 

risk to the client, who is more 

used to taking commercial risk.

"Project-based costing totally 

addresses any of those risks [to 

the firm and the client]. The 

client can say no [to things 

that constitute scope creep, 

such as whether to roll in a 

previously unknown subsidiary 

to an M&A]. That is a massive 

difference." The client decides 

whether to take risks on extras 

based on their budgets – and they 

do it up front. 

But legal project management, 

both as a way of doing business and 

a set of methods and techniques, is 

still in its infancy in legal. In the UK, 

there's a fairly established attitude 

in the bigger firms to work modes 

that are similar (see our interview 

with Dan O'Day of Thomson 

Reuters Elite on p28 as to how US firms may be 

leapfrogging UK/international firms with LPM 

methods and tools), but it's a long way from 

real project-style working.

"In the history of lawyers this is a relatively 

new skill, because people have had to get 

much better at being able to quote and have a 

database of transactions [to base those quotes 

on]. We had to get much better at that, just like 

any other business."

The problem at many firms has been that many 

partners don't know whether work will be 

profitable – they just assume so. This can be a 

fatal business error, and it comes in part from 

not understanding what work costs to do (or 

from not greatly caring). Doolan acknowledges 

this, though he's more generous about whether 

partners understand this than others might be.

"You need to understand how you deliver 

and manage the work and the profitability. 

There’s been greater pressure on that. I 

“In the history of lawyers [pricing] is 

a relatively new skill, because people 

have had to get better at being able 

to quote and have a database of 

transactions [to base quotes on].”

Kevin Doolan, Eversheds
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think that partners have always understood 

that if they just cut their rates it’s going to 

end up being short-term, because you have 

an unsustainable model. We’ve also always 

involved finance in any proposals, and if firms 

have not been doing that, they need to."

Something firms haven't been doing enough, 

he says, is pushing work back to the client. This 

can often be work it's unprofitable for a firm 

to do, and it can help the client use resources 

better. Where work is split between an in-

house team and external law firms, you should 

always be prepared to move work – to either 

side – if it’s more cost-effective for the client.

One of the things that’s gone wrong in legal 

is the attitude to talking about money with the 

client – or, rather, not. When Doolan started 

out, he says, timesheets didn't exist – charging 

was talked about between partner and client 

as it came up. This is a place we need to return 

to. "There were plenty of conversations about 

money. What I saw happen [over time after] 

everybody switched to timesheets was that it 

became a bit automated." For some partners 

it's now almost impossible to have hard 

conversations about money – they'll write work 

off or pre-emptively discount at the end rather 

than address it in the middle of a matter.

"Lots of lawyers don’t like talking about 

money, and lots of clients don’t like talking 

about money either. Isn’t that interesting? 

[And] I think the lesson we’ve learned over 

the last few years is you cannot talk too much 

about money."

Project-based pricing and working is a route to 

this goal. Leaning on long-term relationships 

and using them to have more openness about 

costs is another. Law firms can and should 

work with long-standing clients to take on 

more risk he says – but only if you're sure the 

client wants to keep you enough to make sure 

you don't get too badly stung if things go awry.

"You can only do that when you’ve got a 

good relationship, and the client doesn’t want 

you to lose money."

Clients that are very aggressive on price 

won't save you if you take a bad risk that they 

benefit from. "The best relationships are when 

clients expect us to make a profit and they 

want the deal to work well for both sides. 

In your own business, if you're going to use 

somebody regularly, are you going to want 

them always to make losses from you? How 

sustainable is that? Are they going put their 

best people on the work?"

Does this mean law firms should be 

pricing work according to the quality of the 

relationship they have? Possibly. But, says 

Doolan, it's more important than ever to 

analyse what you do in a much more granular 

way to find out if there are components clients 

don't need, or that cost a fortune when they 

need not, or could be done better.

A client's procurement department can be 

most useful here, says Doolan – you can work 

with them to cut the fat you didn't know was 

there. For example, you might be producing 

detailed monthly reports that nobody's reading, 

or reports that the client wants but no one 

realises are costing £5,000 a month.

There's no point in doing this for short-term 

relationships, because of the time it takes – but 

for longer-term clients, it can create real value. 

"The real success for a relationship is where 

we’ve aligned it so that both the firm and client 

have the same interests: we both want the 

business relationship to work, the client wants 

us to make a profit, and we know we need to be 

efficient for them."

This is a fundamental reshaping of the 

traditional firm-client relationship, and at its 

core is project-based working – so much so 

that Doolan says he "would be really surprised 

if every law firm in the world doesn’t at some 

point have to adopt it".
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There are challenges to this collaborative 

approach, such as getting enough of the client's 

management time involved. But it can produce 

a way to chop the price of legal work without 

robbing margin, says Doolan.

"A client can be too busy to get this right, 

but if they put the time in you can craft a really 

good scope that matches their needs and the 

price they’re looking for. Then we have to 

project manage to make sure we deliver to that 

price. That alone will cut the actual cost to the 

client by 10-15%, just because we’re both being 

really careful about what we want and don't 

want, and we’re being careful about delivering.

“Creating an agreed scope and fee saves 

money, keeps us profitable and gives a better 

end result."

But how 'alternative' is this? Perhaps it seems 

less so because project-based costing and 

scoping already happens in other businesses, so 

it seems normal. In legal it's still cutting edge.

"I think it’s just learning what everybody 

else does. You’ve got to be careful that [such 

a costing] is not a slapdash figure with three 

pages of exclusions – it’s got to be genuinely 

an attempt [to find a full scope in the first 

place]." Otherwise, the result is just more of the 

same – it's the billable hour, made to look like 

innovation. It's lipstick on a pig.

Thinking properly about scoping, scope 

creep and predictability, he says, much more 

of a work-winner than is price. "We have won 

proposals where we have put in a higher price 

than somebody else’s 'guess'. In other words, 

the client can see exactly what was covered and 

what wasn’t, and they feel safe because they 

understand what we're going to do."

That's not alternative – it's just doing better 

business. Is the AFA rumpus really about a 

desire for cost predictability and accountability, 

and the changing relationship that heads of 

legal have with finance?

The way that BD and client account 
management works in legal will change 
as a result of project-style working, 
possibly along the same lines that they’ve 
changed at Eversheds, says Doolan. 
The firm’s BD team had a knack for the 
strategic, he says, which helped shape 
how the firm addressed changing client 
needs. They identified how strongly the 
market wanted certainty of costing and 
influenced the firm to bring clients more 
closely “into the business”.

“Cost certainty is important; it’s not 
just about quality. If an external law firm 
does a fantastic job, but then delivers a bill 
of 1.5 times what it quoted, it’s a problem.”

Doolan says that just talking about 
how well you manage budget and 
demonstrating tracking to a budget and 
addressing increases in good time is 
“perfect BD”.

“Clients told us it’s what they want and, 
surprise, surprise, when I pitch to a new 
client and I talk about how we’re using 
project management to deliver much 
greater cost certainty, they think ‘Wow, 
that’s fantastic, nobody else has talked to 
us about it’.”

BD’s role in legal is becoming much 
more important, says Doolan, because 
clients want so much more business 
acumen from law firms beyond the ability 
to deliver great legal advice and results.

“There’s a greater role for BD in 
tougher times. There’s very little natural 
growth in the economy in terms of legal 
spend, so there have to be winners and 
losers. I think BD people will play a really 
important part in that. They are crucial.”

How many pricing specialists are there in the 
top 100? Not many – find out more on p22

BD people: the 
future needs

YOU!



briefing on: Pricing and profitability September 2013

12

Doolan says yes, in principle. The GC's job 

is, fundamentally, to instruct the right firm, 

he says, and if the right firm expects to add 

another £50,000 to the bill without anyone 

realising, "that’s just unacceptable". 

But one of the biggest problems law firms 

face when it comes to pricing work and 

understanding satisfaction is, of course, that 

clients don't see the value of legal work the 

same way law firms do – specifically, the same 

way that lawyers do. Many firms will view all 

their work as being expert, and having to be 

so – and therefore it should be exceptionally 

valuable. But clients sometimes, even often, 

don't need ‘expert’ – they need functional. 

Moreover, it's not the quality they always want 

(though they want quality minima) – they 

usually have another, more important goal.

The answer is that mythic beast: value-based 

pricing. "The best real example of alternative 

fees is what we would call value-based billing – 

I bill you what you think it’s worth." I mention 

that one consultant told me that if I could find 

any firm that had gone the whole way with 

that he'd eat his hat. Doolan concedes that the 

reality is to incorporate some of that value stuff 

into an otherwise more 'normal' model, but 

his examples are closer to the Platonic ideal of 

value pricing than you'd expect.

"We’ve had one or two situations where on 

a transactional matter we've been happy to tie 

our actual fee to the outcome. A hypothetical 

example would be to look at the job at the 

very start and ask the client to list some key 

outcomes – such as the date of completion or 

retaining key employees in a target acquisition. 

Then we describe what would be poor, good 

and great results against those outcomes. At 

the end of the matter, we compare the outcome 

achieved against each factor and see how 

we did. Our fee will go up or down by 20%, 

depending on how it turned out."

There are other variants, he says, such as 

a certain extra fee per transaction if a client 

wants things turned around faster. It's down 

once again to working out what the client 

wants – do they just want the transaction 

done, or do they need the transaction done 

within X days? Those outcomes should attract 

significantly different prices.

"When we talk about value billing, it’s not 

about cutting cost, but about what outcome 

would be more valuable to them."

And it's commercially minded business 

services people who will be the drivers towards 

those conversations, says Doolan. "Years ago, 

there was quite a reluctance with lawyers to let 

marketing and BD people go and see a client, 

and what we have learned is that when you 

take them along they ask completely different 

questions – but they’re really good ones."

BD people and others like them are more 

used to asking whether a client wants a Rolls 

Royce or they just need a Mini – and if they 

need that Mini yesterday. Lawyers, says 

Doolan, are not good at defining legal work in 

graduations of how well it should be done."

"This is where BD makes a real difference, 

because my default as a professional lawyer is: 

'I’ve got to do the best job I possibly can'. 

"The reality is that you’ve got to openly 

discuss this. If the client is asking you to do 

something very quickly and just get the key 

issues [done], they’ve got to accept that they 

are taking some risk as well. That sounds like a 

great conversation – much better than always 

defaulting to a Rolls Royce job because you’re 

safe and the client has to pay." l

 

Kevin has been commissioned by LexisNexis 

Butterworths to write the definitive guide to 

legal pricing, and is very interested in readers’ 

experiences – specific problems or ideas that worked 

well. Want to help? Contact him at:  

Kevin.Doolan@MollerPSFGCambridge.com

mailto:Kevin.Doolan%40MollerPSFGCambridge.com?subject=Your%20interview%20in%20Briefing%20magazine
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Feature

Are you pulling  
prices out of a hat?

Jade Ollis and Rupert White find out what BD 

and commercial people are doing to create a new 

world of client relationships and pricing strategies 

– from value pricing to project-style working, from 

collaborative scoping to a new, tighter focus on 

profitability. Is this you? If not, why not?

briefing on: Pricing and profitability September 2013
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Law firms have changed. For some, it's 

meant a rush toward innovation in process, 

to become leaner and more efficient; for 

others, it's meant innovation in business 

behaviours. For all, it has meant increasing 

cost pressures and real competition.

The last few years have also set the stage 

for fundamental changes in the way firms win 

business. The last big shift in the way they won 

work was fixed fees, and other AFAs. The next 

will be value pricing and project management-

style scoping and costing.

Lance Sapsford, director of BD at SNR 

Dentons, says there's been a power shift 

towards clients since 2008 – but this has shone 

a light on why legal needs to change. "What 

it did was highlight the inefficiencies in law 

firms and forced them to start looking at the 

way they delivered their services. It's started a 

pattern of innovative thinking.”

For some forward-thinking firms this 

innovation has been in giving much more 

thought to pricing as a distinct thing, forged 

from strategy and based on management 

information and a focus on profitability. This 

is still a niche skill in law firms – Briefing 

research into pricing heads in UK firms has 

revealed that only five of the top 100 firms 

have a director-level individual with the work 

'pricing' in their title – but it's growing (for 

more on that, see p23).

The growth of the pricing specialism, either 

as a discrete role or a responsibility, reflects 

a small but significant shift in how well law 

firms understand the notion of profitability. 

Consultant, ex-Linklaters head of BD and co-

founder of the Møller PSF Group, Ori Wiener, 

says the problem is grave.

“Most lawyers are pretty good at knowing 

how many hours they billed, but they have 

no idea what the profit is. As the saying goes: 

'Turnover is vanity, profit is sanity, and cash 

flow is reality'.

"Few firms have moved beyond the 

turnover way of operating. Firms have little 

understanding of what value they deliver, and 

they don’t think about it enough. You can’t do 

value pricing unless you understand the value 

of what is being delivered.”

Beneath all this is a huge tension between 

the hourly rate model and 'something else' 

– whatever that something is. Some say the 

hourly rate is not only here to stay, it's the 

best model there is and it's what clients want. 

Others think it cannot serve the need for 

innovation and value that the new order in 

legal demands – and that clients are sick of it.

Whichever camp you're in, corporate 

and consumer clients alike are increasingly 

sophisticated, knowledgeable and reluctant to 

accept a closed relationship in which the details 

of billing are rarely discussed.

Declan O’Neill, former senior pricing 

consultant at Norton Rose and now Australia-

New Zealand corporate credit manager for 

global company Aecom, says the lid is off the 

black-box way that law firms charged in the 

past. A turning point, he says, was in 2002 

when a memo, written on behalf of several 

hundred Clifford Chance associates, was 

leaked to the press. The now-infamous memo 

outlined anger and frustration toward billable 

hours targets and, most damaging of all, said 

their targets encouraged "padding" of bills.
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“References to ‘padding’ hours and 

misallocation of work to more senior staff 

resulted in a surge in clients demanding much 

more supporting information and detail 

around the fees they were actually paying for," 

says O'Neill. "Relationships built on trust for 

many were damaged [after that].”

Analysing the options

Clients are now biting back, 

hard – just look at the Adam 

Victor-DLA Piper car wreck 

to see how destructive the 

billable hour model can be if 

the client feels unfairly served. 

This doesn't mean the 

billable hour is dead and 

buried. There has been a delay 

in turning the legal business 

over to new ways of pricing 

and scoping, and that delay has 

also been on the client's side. 

There is a multitude of options 

when it comes to AFAs – fixed 

fees, capped fees, hybrid fees, 

equity, value mapping, one-stop 

fees, satisfaction fees, retainers, 

cash-back and many besides – 

but the reality is that most firms 

have not ventured much past the 

fixed-fee model.

Judith Prime, managing 

director of BD at CMS Cameron 

McKenna, says clients still veer towards a 

billable-hour model on many occasions.

Global pricing director at Allens, Pier 

D’Angelo, says the hourly rate can still be the 

right model to use, “particularly if it’s coupled 

with good budgeting transparency”, because 

it can lead to fairer results for both sides than 

“guessing at what a fixed fee might be in the 

face of an uncertain scope of work”.

Sapsford says the lack of uptake of more 

innovative solutions might be because fixed 

fees can provide clients with what they want 

most: certainty. Other AFAs often cannot, and 

can be more difficult for clients to understand 

than the devil they know.

“We have thought about different pricing 

models, along with everyone else, because we 

are always asked for them. Our experience, 

along with most other firms, is that we come 

up with, and are prepared to consider, all 

sorts of different pricing propositions – but, 

generally speaking, clients find it quite difficult 

to think about how they can implement them 

“You need to know what the clients’ 

internal systems are capable of 

handling. Innovation in fees is great, 

but it can be hard to document.”

Judith Prime, MD of BD at CMS CMCK
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at their end. It’s a big job.” 

Prime, who was author of CMS's 2011 

'Future of Fees' report, concurs with Sapsford 

and says it's about what the client can cope 

with. “You need to know what the clients' 

internal systems are capable of handling. 

Innovation in fees is great, but it can be hard to 

document via purchase order systems and the 

like – so clients need to decide what the cost/

benefits of innovation are to them.”

Efficiency through technology

Some firms have, however, worked hard to 

innovate in billing and pricing, turning the 

behaviour into a more open and collaborative 

discussion between service provider and client.

Baker & McKenzie tailors its approach based 

on client needs, says director of global pricing 

and legal project management, Stuart Dodds. 

"A large proportion of work is done on a non-

hourly basis (either fixed-fee or value pricing-

based), and we see this trend continuing, 

especially in a number of our key  

practice areas.”

D’Angelo speaks of a similar experience at 

Allens: “Quite often we offer clients options in 

terms of how they would prefer to be charged. 

Some clients might prefer an absolute fixed 

fee, whereas another might say they would 

rather just pay for what they use and have a 

weekly update on what is being done. The 

more entrepreneurial clients might want us to 

take risk as well, and prefer deals that involve 

a discount if the deal is not successful and a 

premium if it is. The risk and reward can be 

calibrated to suit the client's preferences.”

For O’Neill, the shape of the pricing 

problem hinges on a firm’s place in the market. 

“The pricing challenges for the major global 

firms are very different to those specialising 

in commoditised work where fixed prices 

have been the norm for many years. Firms in 

that market are very adept at knocking out 

high volumes of work using specialist case 

management software with very limited, if any, 

access to partners or even associates.”

In every kind of firm, he says, technology 

has played a huge part in helping firms solve 

the pricing problem. New systems that enable 

the maximising of automated processes 

such as billing, streamlining documents and 

monitoring have altered the way a firm can 

measure its own success.

But comparatively little had been done 

until recently to help BD people price more 

effectively, more innovatively and more 

profitably. Sapsford at SNR Denton says things 

are changing. “There are useful technologies 

that help look at profitability in a different 

way, allowing you to look at individual, team, 

department, client and service profitability. If 

you can get your information formulated in 

the right way, you can start doing some very 

sophisticated analysis on how profitable you 

are and how you make your money.”

But innovative pricing regimes only work 

when the cost of delivery is understood and 

calculated correctly. To make sure fixed fees 

– or any AFAs – are profitable, firms need 

to pay far more attention to pricing; a failure 

to do so will produce poor outcomes if they 

unknowingly undercharge.

And no amount of technology will help 

you beat some who will dramatically low-ball 

you –whether they're doing it thinkingly or 

not. According to D'Angelo at Allens, cynical 

low-balling can be a big problem. “Sometimes 

competitor firms quote a very low fixed fee at 

the outset, knowing that they will either seek 

to raise the price later on or, failing that, ration 

resources. This can put firms like Allens, which 

quote realistically, at a disadvantage. It also 

introduces unwanted project risk for clients.”

And, of course, Wiener's point about many 
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lawyers not understanding profitability is often 

the problem with low-balling: if you're pitching 

to beat everyone else, you'd better be sure you 

can make a profit at that price – or know why 

you're doing it, if you won't.

Measuring profitability and value 

The main criticism by 

pricing experts against 

fixed fees is that they don't 

equate to real value pricing. 

So why are firms finding 

it so difficult to do really 

innovative value pricing? 

Prime at CMS CMCK 

points to the difficulty in 

quantifying what firms 

actually 'do'. “One of the 

challenges firms face in 

the ability to differentiate 

what they are offering is to 

substantiate the value that 

they are providing. [When 

they cannot,] they end up 

discounting a lot in a way 

that is not helpful to  

their business.”

Wiener of Møller PSF Group says that there 

is also a resistance to change among lawyers 

because they think they won't benefit from 

it. “There is a lot of scepticism built into the 

system that keeps lawyers from investing 

in economically sensible activities, because 

they don’t think that they will ever make any 

money out of it,” he says. The foundation 

of what determines success in a firm needs 

to be uprooted and grounded on a more 

commercially aware comprehension, he says. 

“If you're not taught from the very beginning 

that what it takes to be a good lawyer [is 

equally about] being a good commercial 

business person, you won’t really get it.

"The billable hour isn’t the problem, per se. 

The issue is: do lawyers really understand the 

financial drivers in the business? They have 

none of that training. They tend to think that 

it’s like working on a cash basis – cash in, cash 

out. They don’t understand that it’s about 

margins, positioning in the market and that 

sometimes you have to do the unthinkable and 

say ‘no’ to business.”

It's about learning to include pricing in a 

firm's strategy – understanding margin goals, 

training people in commercial understanding, 

and so on.

D'Angelo agrees with Wiener that you if 

you don’t say ‘no’ occasionally, you don't have 

a pricing strategy. "In pricing, there is always 

a delicate balance that goes on between the 

interests of a partner and the interests of the 

firm as a whole. One of the dimensions of the 

pricing debate that people overlook is that 

it’s very political – you're dealing with people 

“The billable hour isn’t the 

problem, per se. The issue is: 

do lawyers really understand 

the financial drivers in the 

business?”

Ori Wiener, Møller PSFG
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whose interests overlap but aren’t always the 

same.

"One of the key challenges for a senior 

pricing person is how to get the firm to focus 

on profitability, not just revenue, because when 

you get people to focus on profitability they 

begin to balance the trade-off between price 

and volume.”

More than that, any kind of more 

sophisticated value pricing also demands a 

degree of trust and transparency in the client 

relationship. Dodds at Baker & McKenzie says 

his firm has learned just that. “We have had 

the greatest success with AFAs when there is 

a really good level of trust and give and take 

between us and the client. It’s very important.”

It also requires deeper relationships within 

the firm. To really get to grips with the pricing 

challenge, another new partnership has to 

develop: between BD and finance. Sapsford 

says that "collaboration between the two is 

essential in making sure that you maintain  

your margin".

The secret to making innovative pricing 

work is being able to communicate them to 

clients, but this means people in the firm have 

to understand them properly first. Both Dodds 

and Prime, for example, say they are involved 

in educating many people in their firms about 

pricing.

A new role for a changed market?

Taking really innovative pricing forward in 

tomorrow's firms might require a new kind of 

person: the pricing manager/director. There 

are many of these in US firms, but almost none 

in the UK/international firms.

But there are pricing specialists and BD 

professionals working to help shape a new 

pricing culture. D'Angelo says Allens was 

the first law firm in Australia to create a 

specialised pricing department, and also the 

first to appoint a director of pricing – him. He 

says he's had "very strong support" from the 

top of Allens, and that in the wider industry 

there's now a recognition that this is a role 
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that's become necessary. But it's not easy to 

fulfil, because, he says, you need people with 

the right skills. "There is a major skills gap as 

it’s a new discipline for law firms. A decade 

ago, pricing was easy because most work was 

priced by partners, based on hourly rates. Now 

it’s moved to a model where, though partners 

are involved in the pricing, it's much more 

professionalised.”

It's vital to get everyone on board, because 

you need to change firm-wide behaviours. 

Wiener says that if you can show why pricing 

and profitability matters, you can change 

anything. “What you measure is what you get. 

If you measure lawyers on the hours they work 

or revenue they generate, they will focus on the 

hours or the revenue. If you can demonstrate 

financial information that shows the value that 

the lawyer has contributed to the firm, maybe 

starting with profit – though it’s not only about 

profit – you will get different behaviours from 

lawyers.”

A key element in getting pricing right might 

lie in practice management – instead of looking 

at a rate card, this means understanding the 

cost of delivering the work, scoping, tracking 

and discussing creep as it happens, and having 

an excellent eye for margins.

The future of pricing and AFAs

All this innovation is still at a very early stage, 

at least for UK and international firms (the US 

is a little different – see Dan O'Day's Industry 

Analysis article on p26 for more on why). A 

2013 Acritas Sharplegal study of more than 

2,000 GCs in over 50 countries showed that, 

rather than a move toward more alternatives, 

there has been a marginal increase in work 

done on the hourly rate. The billable-hour 

model will therefore be a part of any pricing 

strategy for some time to come – the strategic 

journey will be to make it part of a more 

diverse pricing strategy. Allens is a good 

example of this shift: D'Angelo says that at his 

firm, "around 40% of cases are billed using 

some form of AFA including fixed fees, but 

most work is still done on the standard hourly 

rate, minus a discount".

"For every conversation you have about 

AFAs, you will have three about how much 

discount you can give. But this is slowly 

changing, and increasing towards AFAs.”

It's likely that none will keep prices 

permanently as low, as clients have recently 

come to enjoy, but a split in the market is 

happening – between firms that get pricing 

and the strategy that goes with it, and those 

that do not. Which type of firm do you work 

for? l

You can now buy Ori Wiener’s book on pricing, 
released just before this issue of Briefing – find it 

on Amazon, published by Kogan Page

http://bit.ly/oriwienerbook
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Project management 
will change the way 
you win business

It’s prevalent in most businesses where complex or client-based 

work is done – and it will probably be the primary way law firms 

work in the future. Early adopters will gain differentiation, pricing 

advantage and client satisfaction, says Dan O’Day, vice president 

for operations at Thomson Reuters Elite

Briefing Industry Interview
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Business development is becoming as much 

about profitability and projects as it is about 

capability and experts. Law firms might have 

first-class legal brains, but does that turn 

into profitable work? How can law firms 

produce keener and more innovative prices 

and pitches, without murdering margin?

Dan O’Day is Thomson Reuters 

Elite’s vice president of operations, 

and the business’s legal pricing 

expert. His views on how behind 

the curve some firms are when 

it comes to understanding 

profitability and how that relates 

to pricing and scoping are blunt, 

but they stem from years of close 

relations with legal businesses on 

both sides of the Atlantic.

“In the aftermath of the 

recession, discussions that had 

previously gone on about fixed 

fees and sticking to a budget have 

become things clients would 

enforce. But if we’re going to drive 

efficiency in the legal industry, it 

has to be done in a way that allows 

a firm to maintain profitability and 

deliver legal services more efficiently 

and predictably in terms of cost,” says 

O’Day.

“It’s about delivering high-quality 

work consistently to your client’s 

satisfaction. If you bought a car at 

a Toyota price and by the time you 

get out the door it costs as much 

as a Rolls Royce, how would you 

feel? That’s what ends relationships. We’ve 

done a lot of research on this and when the 

expectations of the client are completely 

different to the outcome, clients go shopping 

for another lawyer.”

To change that, legal business probably has 

to learn from other sectors.

One of the disciplines that’s common in 

any other type of complex work is project 

management. It’s an approach that gives 

everyone involved greater confidence in the 

success of the work – and more insight into 

how it’s going along the way.

Project-style working is the future, says 

O’Day, because it delivers both the ability to 

work to an overall budget and aligns the firm 

to the way the client works. “We’re seeing 

some firms taking on project management 

“Using project tools, your fixed  

fee can actually be lower than  

the competition and you can be  

more profitable, because you’re  

putting less effort into delivery  

of the product.”

Dan O’Day, Thomson Reuters Elite




























