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Executive summary

The pricing of legal services is no longer simply about setting rates.
Properly optimizing a firm’'s pricing strategy is a critical source of
competitive advantage and increased profitability, which now more than
ever is crucial to staying relevant in the legal sector.

Firms must start looking to demonstrate their ability to provide
clients with greater value through alterative fee arrangements, effectively
controlled budgeting methods, and the integration of innovative firm
management practices — whilst continuing to operate as a profitable busi-
ness. Standard business principles have become the norm for firms — as
clients become increasingly proficient in negotiating costs and defining
the scope of an engagement, service delivery must now be framed by
value, expertise, and profitability rather than hours billed alone.

With contributions from pricing directors and expert consultants,
Practical Innovations in Legal Pricing offers insight into the newest effec-
tive approaches to pricing that top firms are undertaking. Taking an
in-depth look at the role of shadow-billing and client collaboration in
AFAs, integrating a firm’s legal project management and pricing func-
tions for greater client benefits, and effectively executing a newly formed
pricing strategy, this title will provide a comprehensive overview of the
best practices in innovative pricing.

In Chapter 1 Toby Brown, chief practice management officer at Akin
Gump, and Vincent Cordo, global sourcing officer at Shell Oil, look at
the roles and responsibilities of the pricing director title. Pricing direc-
tors are becoming commonplace among large firms and learning their
roles and benefits, from budget building to profit modeling, will help
push firms towards an innovative stance on their pricing strategy.

Moving into Chapter 2, Danny Ertel, founding partner of Vantage
Partners, explains why simply setting a new pricing policy will not bring
about results. As the most innovative takes on pricing matters will not
have a positive impact on the firm if they are not put into action effec-
tively, Ertel proposes that firms must take a more holistic approach to
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Executive summary

improving the organization’s capabilities to realize better pricing func-
tions — based on lessons learned from a range of professional services
struggling to tackle this issue.

In Chapter 3, Richard Burcher, managing director of Validatum,
explores the notion that, like Pavlov’s famous conditioning experiments,
rewarding workers for desirable behaviors and outcomes (or at least
refraining from punishing them for them) is the best way to encourage
it throughout the firm. However, Burcher argues that most firms’ meri-
tocracy structures not only tolerate but reward partners for poor and
sub-optimal pricing behavior.

Chapter 4 sees Michael Roster, co-chair of the Association of
Corporate Counsel’s Value Challenge Steering Committee, looking at
re-engineering a firm’s pricing strategy to focus on charging for exper-
tise and projected outcomes, rather than charging solely for hours billed.
Roster leads into the benefits of taking such an approach in areas such as
litigation, regulatory compliance, and corporate housekeeping.

Next, Steven A. Lauer, principal of Lauer & Associates, runs through
designing an objective-oriented fee arrangement in Chapter 5 — detailing
the crucial guidelines on factors to consider when planning and devel-
oping an appropriate fee arrangement that is suitable for the client’s
perception of “value”.

Chapter 6 features Andreea Axani, manager of pricing strategy at
Gowling WLG, who examines the concept and utility of fully integrating
the pricing and legal project management functions in a law firm.
Covering the objectives of the roles and identifying the areas of synergy
and conlflict in the two functions, Axani highlights the continuous feed-
back loop between pricing and legal project management — and how to
use it as an essential learning tool for future matters.

Next, Timothy B. Corcoran, principal of Corcoran Consulting Group
LLC, explores the concept of shadow billing in Chapter 7 — focusing on
how a client can inadvertently complicate the efforts of a firm through
this method. However, Corcoran takes the perspective of both the law
firm and the client — addressing what both parties seek, and how this
clash of interests will ultimately end up being unproductive for both.

Staying on the topic of shadow billing, Vincent Cordo, global sourcing
officer at Shell, offers an in-house perspective on the issue in Chapter 8.
Cordo addresses the fact that shadow billing is often used by clients not
to calculate savings made, but in fact as an important measurement of a
range of metrics — including business cycle times and determining best
practices.

Vi
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Chapter 9 features Chris Howe exploring the reasons why law firms
fail to meet client expectations, and how this can negatively impact the
firm’s performance and profitability. Drawing from inside experience
from both in-house counsel and law firm departments, Howe looks at
how clients are beginning to force the pace on innovation, and what it
will take for firms to be a winner rather than a loser.

In Chapter 10 Peter Lane Secor, director of strategic pricing and
project management at Pepper Hamilton, gives an overview of the
avenues for obtaining critical information for a cost benefit analysis, and
how to implement that information properly as a communication tool
between a firm and their clients. As clients start to scrutinize their legal
spend more, Secor stresses the importance of having a living document
detailing the exact cost and value of each activity and resource — from
the number of experts to areas of diligence focus.

To round off the book, Alicia Fortinberry and Bob Murray, founders
and principals of Fortinberry Murray, delve into the neurogenetics of
legal pricing — exploring how cutting fees for discount will negatively
impact your client loyalty. Many law firms operate under the assumption
that giving preferred customers discounts will help retain their loyalty,
but Fortinberry and Murray look at both the psychology and biology
(tied to dopamine release) of value — discounts that occur too often can
instill a feeling of insecurity and a reduction in the “attachment” the
client feels to a firm, leading to lowered loyalty in the long run.

Vii
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