
ix

Foreword�     xxi

Chapter 1
Introducing Our Framework�     1

Chapter 2
The Rise of the New Normal�     7

Chapter 3
Law Firm Economics 101: How Law Firms Make Money �     11

How a Law Firm Makes Money�     12
The Basics of Law Firm Profitability�     13
“Growth Is Dead”�     15
Watching the Revenue Line�     16

Rates�     17
Realization�     17
Productivity Matters (But Perhaps Not as Much as You 

Think!)�     20
The Magic Ingredient to Better Profitability and 

Happier Clients: Leverage�     22
Profitability: A Meaningful Measure?�     23

Step One: Set the Price�     27

Chapter 4
Pricing and the Question of Value: An Introduction�     29

The Limitations of Traditional Pricing Models�     29
The Concept of “Price”�     31

Contents



Contentsx

The Steps to Implementing Value Pricing�     32
Types of Price�     34
The “Right” Price�     35
The Impact of Price�     36

The 1-3-4 Rule™�     36
A Common Phenomenon�     38

A Closer Look at Value Pricing�     40
The Management of Pricing�     45

The Law Industry “Report Card”: Could Do Better�     47

Chapter 5
Getting Started: Beginning with the End in Mind�     49

Scoping the Opportunity�     49
Determining the Options�     51
Competition and Resisting the “Race to the Bottom”�     54
Gaining Approval�     56

Chapter 6
Demystifying AFAs: What They Really Are and How They Really Work�    61

Speaking the Same Language: A Question of Terminology�     62
“Lies, Damn Lies and Statistics”�     64
Finding an Appropriate Model�     65
Looking at Our Options in More Detail�     67

Risk-Mitigating Approaches�     67
Hourly Rates�     68

The Basic Outline�     68
Law Firm Considerations�     69
Client Considerations�     69

Discounted Hourly Rates�     69
The Basic Outline�     69
Law Firm and Client Considerations�     70

Blended or Banded Hourly Rates�     70
The Basic Outline�     70
Law Firm Considerations�     71
Client Considerations�     71



Contents xi

Cost-Driven Approaches�     71
Fixed or Flat Fees�     72

The Basic Outline�     72
Law Firm Considerations�     72
Client Considerations�     73
Variations on a Theme�     73
In Summary�     74

Retainer-Based Fees�     75
The Basic Outline�     75
Law Firm Considerations�     76
Client Considerations�     76
In Summary�     77

Capped Fees�     77
The Basic Outline�     77
Law Firm Considerations�     77
Client Considerations�     77
Variations on a Theme�     77
In Summary�     78

Value-Aligned Approaches�     79
Performance-Based Fees�     79

The Basic Outline�     79
Law Firm Considerations�     80
Client Considerations�     80
In Summary�     80

Contingent or Conditional Fees�     80
The Basic Outline�     80
Law Firm Considerations�     81
Client Considerations�     81
Variations on a Theme�     82
In Summary�     83

Value-Driven Pricing�     83
The Basic Outline�     83
Law Firm Considerations�     84
Client Considerations�     84
Variations on a Theme�     84



Contentsxii

In Summary�     86
. . . And Not Forgetting�     86

Volume Discounts�     87
The Basic Outline�     87
Law Firm Considerations�     87
Client Considerations�     87
In Summary�     87
So what does it all mean?�     87

Chapter 7
The Power of Pragmatic Analysis�     89

Albert Einstein and “Insanity”�     90
The Essential Building Blocks�     90
Two Indispensable Tools�     92

Dispersion Analysis�     92
Getting Started: Conducting Dispersion Analysis�     93
Making Data into Information�     97

Waterfall Analysis�     97
Getting Started: Conducting Waterfall Analysis�     100
Why All This Is Worth the Effort�     102

A Quick Word About Competitive Intelligence�     102
Be Comprehensive in Your Outlook�     104

Step Two: Get the Price�     107

Chapter 8
There and Back Again: A Question of Value�     109

Remaining Vague About Value�     110
Where AFAs Come In�     113
Using AFAs Sensibly to Drive Greater Value�     115

Taking It to the Next Level: The Kano Model�     116
Learning from the Romans�     121



Contents xiii

Chapter 9
The Two Ps: Part 1�     123

Pitching to Win�     124
Be Organized�     125

Meet with (or At Least Talk to) Client if Possible�     125
Do Some Background Research�     126
Assess the Opportunity�     126
The Pitching Team�     127

Know Your Audience�     127
Solving the Problem at Hand and Pricing Appropriately�    128

The Initial Kickoff Meeting�     128
Structuring the Document�     129
Pricing Appropriately: Determining the Commercial 

Proposition�     130
Preparation and Practice Makes Perfect�     131

Where Fools Rush In�     131
It May Seem Unimportant, But . . .�     133

Giving the Great Presentation�     134
Gathering Feedback�     136

Chapter 10
The Two Ps: Part 2 �     139

Understanding How Procurement Sees the World�     142
Understanding the Procurement Mind-set�     144
Understanding the Procurement Process�     144
Having a Formal Procurement Process: The General 

Counsel’s View�     146
There Is More Than Just Cost�     147
A Cautionary Tale�     149
The Secret of Every Good Boy Scout: Be Prepared�     150
Influencing the Procurement Decision�     152

Getting Access to the Key Decision Makers�     153
Responding to the Proposal Template Provided�     154

What It Takes to Succeed�     155



Contentsxiv

Chapter 11
Preparing for Your Negotiation�     157

What Is Meant by “Negotiation”�     158
What Makes a Good Negotiator?�     160
The Negotiation “Dance”�     161

Rehearsing Your Steps: Planning for Your Negotiation
�     162

The Information Exchange�     164
Getting Information�     164
Giving Information�     164
The “Do Not Share” Information�     164
The “Where Did That Come from?” Information�     165

Determining Your Targets, or When to Say Yes, and When 
to Say No�     165
Back to Front: When to Say No�     166
Working Out the Steps�     167

Chapter 12
Conducting Your Negotiation�     171

Finding Your Rhythm: Determining the Gap�     171
First Impressions Count�     171
Getting Down to Business�     172

The Negotiator’s Secret: The “Three-Button Statement”�    172
Exchanging Information�     174

Ready, Aim, Fire!�     175
The Flinch�     178

What to Expect at This Stage�     179
The Beauty Contest�     180
The Limited Budget�     180
The Tight Deadline�     180

Moving Together: Narrowing the Gap�     181
Making Concessions: The “Rules”�     182

Avoiding “Gifts”�     182
“If You, Then We”�     182
A Fair Trade?�     183



Contents xv

You Know You Need Them, So Plan�     184
Maintaining Momentum�     185
“I Need a Break”: The Power of an Adjournment�     185
What to Expect at This Stage�     186

The Salami Slice�     187
Jumbled Numbers�     187
The Concept of Limited Authority�     187
Silence�     188

The Final Bow: Closing the Gap�     188
What to Expect at This Stage�     190

The Nibble�     190
The ‘‘Yes, But”�     191
“Let’s Split the Difference”�     191

Avoiding the Common Negotiation Pitfalls�     192

Step Three: Manage to Price�     195

Chapter 13
The Rise of Legal Project Management�     197

Why All the Fuss?�     197
Defining LPM�     199
The Key Drivers Behind the Rise of LPM�     201

Increasing Client Demands and Expectations�     201
The Legal Market and Increased Competition�     203
The Nature of Law Firms�     204

The Benefits of LPM�     205

Chapter 14
Thinking Big, Starting Small�     209

I Know I Need to Do Something, but What?�     209
A Potential Path Ahead�     209

Learning from Others�     209
Taking Advantage of What You Already Know�     211
The Question of Training�     212

Managing Change�     213



Contentsxvi

Keeping Momentum�     216

Chapter 15
Getting It Right from the Start�     219

Getting It Right from the Start�     222
Step 1: Confirming What the Client Wants and Expects�    224

The Issue of Risk�     225
Step 2: Grouping the Work into the Main Areas�     227
Defining the Main Areas�     228

Step 3: Agree How to Address Changes in Scope Upfront�    230
Step 4: Developing and Agreeing on the Matter Plan�     232

Too Much or Too Little: Determining the Appropriate 
Detail�     233

To Add or Not to Add: The Question of Contingency�     235
Presenting the Plan�     235
Timing�     236

Step 5: Agree to the Fee and the Fee Approach�     236
The Estimating Challenge�     237
Beware of the Potential Pitfalls to Profitability�     238
Sharing Budget Information with Clients�     239

Chapter 16
Bringing It All Together�     243

Step 6: Agree on the Engagement Letter and Share with 
the Team�     244

Step 7: Agree on the Reporting Format and Schedule�     247
The Basic Premise: No Surprises�     247
Agreeing on the Format�     247
How Often?�     250

Step 8: Establishing Your Matter Phases and Tasks�     250
E-billing and the Rise of UTBMS Codes�     251
Adopting the Right Approach for You�     255
How Detailed Should I Be?�     256
Which Way Now? UTBMS or My Own?�     258
Focusing on the Bigger Picture�     259



Contents xvii

Step 9: Approving New Timekeepers�     260
Step 10: Staffing the Core Team and Agreeing on Client 

Responsibilities�     260
The Rule of One: One Task, One Owner�     261
Staff by Level, Not Individual�     261
Be Clear on Client Responsibilities�     262
Share the Engagement Letter�     262

Chapter 17
Maintaining the Momentum: During the Matter�     265

Becoming the “Two Hatted” Lawyer�     266
Managing Expectations�     268

No Surprises!�     269
Don’t Forget: Expectation Management Started at the 

Proposal Stage�     269
Discuss the “Rhythm” of the Matter�     270
Managing the “Bad News Message”�     270
Use Your Status Reports�     271
The Dangers of Hidden Stakeholders�     271

Keeping Your Team on Track�     272
At the Very Start�     272
The Importance of Regular Team Meetings�     273
Making Information Easy to Find�     274

Managing to Your Deadlines�     275
Condensing Your Plan�     276
A Word to the Wise�     276

Managing Work to the Agreed Fee (or Simply Managing 
to Budget)�     277
Invoice Regularly�     278
Using Alerts�     278
Remember the RULES�     279

Managing Changes to Your Matter�     282
It Is Not Just Scope�     282
“But It Is Only a Minor Change”�     284



Contentsxviii

Chapter 18
Making the Right Lasting Impression�     287

Don’t Forget the Admin!�     288
Getting Formal Sign-Off�     288
The Final Invoice�     289

Gathering Feedback: The Matter Debrief—An Overview�     290
Building Institutional Knowledge�     292

Step Four: Review the Price�     295

Chapter 19
All Feedback Is Good Feedback: Getting Even Better�     297

Set the Price�     298
Cross Your Bridge, Don’t Build a New One�     299

Get the Price�     301
The Three Key Questions: What, When, and How?�     301

Manage to Price�     302
Learning from the U.S. Army�     303
Getting Started�     303
Asking the Right Questions: Four Plus One�     305
Don’t Forget Your Client!�     305
Focusing on the Few�     306
Communicating the Lessons Learned�     307

The Value of Reviews�     308

Chapter 20
Metrics that Matter�     311

The Challenge of Traditional Metrics�     311
Becoming More Comprehensive in Outlook�     313
Putting Metrics that Matter in Place�     315
Galileo “with a Twist”�     316
What Does “Good” Look Like?�     317



Contents xix

Chapter 21
The Chicken and the Egg�     321
When to Start�     321
Where to Get Started�     324
The Difference Between Efficient and Effective�     328
Changing the Model�     329

Looking Ahead�     333

Chapter 22
The Role of Technology and the Rise of Big Data�     335

The Demise of “Anecdata”?�     335
The “Early Pioneers”�     336
The Challenge of Adoption�     336
A Brighter Horizon?�     338
The Rise of Big Data�     338
The Law Firm Dimension�     339
The Fear of What the Client “Knows”�     340
What Does the Future Hold?�     341

Chapter 23
The Corporate Mentality: The Changing Nature of Practice 

Management and the Business of Law�     345
Pricing as a Career Track�     346
What Is Driving This Change?�     348
Scoping the Role�     348
Organizational Fit�     349
Recommended Characteristics�     350
Legal Project Management�     351
There Is No Cookie-Cutter Approach�     352
Making a Clear Contribution�     355
The Time Has Come (Again): The Growing Importance of 

Knowledge Management�     356
Finding Your Résumé�     358
Gazing into the Crystal Ball�     359



Contentsxx

Chapter 24
Closing Reflections�     361

Bibliography�     363

Acknowledgments�     369

Index�     371


