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“ 
Partners and administrators can easily find 

common ground in the desire to improve the 

efficiency of law firm billing. Traditionally the 

cycle of generating, reviewing and distributing 

legal invoices to clients has been a slow, 

cumbersome and tedious process. 

Yet in recent years, the challenge has grown 

exponentially more difficult. Client billing 

guidelines, electronic billing and alternative fees 

have created an additional pressure point for law 

firms in an already competitive landscape.

To date, the answer many firms have chosen is 

to hire more staff. Specialists track, monitor and 

even argue the merits of a law firm invoice with 

clients. During the same period, the process of 

law firm billing hasn’t gotten any faster or easier. 

The results have been telling. Write-downs 

and write-offs have grown, while billing and 

collections realization rates have hit their lowest 

point in recent memory. More importantly, these 

events put client relationships at risk. 

This is unsustainable for most law firms. The 

need to modernize law firm billing has never 

been more pressing. This report makes the 

business case for modernizing the legal billing 

process from a partner-level attorney and  

C-Suite perspective. 

EXECUTIVE 
SUMMARY

EFFECTS OF LAW FIRM BILLING 
ON CLIENT RELATIONSHIPS 

The legal invoice today is a moment of truth.  

It is a moment that proves the value a law firm 

has provided and by extension strengthens the 

client relationship. Alternatively, it could become 

a point of contention that sours the relationship 

and distracts both firm and client from the 

important legal concerns at hand. 

For some law firms, the invoice is a critical 

instrument of client communication and even  

an opportunity for business development. 

The ideal invoice is produced in a smooth and 

transparent law firm process. It speaks to the 

client in their words and says, “Here’s the legal 

value we delivered; how else can we help?” 

In other firms, getting to an invoice is an anxiety-

inducing and frustrating process. In recent  

years, it’s become increasingly predisposed to 

delays and errors complete with a frustratingly 

high risk of rejection. This can damage  

important relationships, a point of which is 

 well documented. 

For example, when the general counsel (GC) 

for General Electric received a “considerable” 

invoice from a law firm he paid it. The law firm 

had “earned it” according to an article published 

in Corporate Counsel titled Law Firms Are ‘Terrible’ 

at Billing, Says GE’s GC. 

However, the GC took exception when another 

invoice, in the amount of just $70, arrived several 

months later – and without explanation. He began 

to call into question the entire billing process 

including the invoice he had already paid. 

“You start to wonder, ‘How do I know that 

anything I got before was reviewed carefully,’”  

he says in the article. “It wasn’t worth less than 

$70 to have this stick in my mind years later as 

what not to do with billing.”

That anecdote is a reminder that there are two 

aspects of the business of law with a weighted 

impact on the relationships between clients and 

law firms – the legal outcome and the invoice. 

If the legal business is still a relationship-driven 

business, partners have good reason to carefully 

consider the processes that deliver these.

You start to wonder,“ ‘ How do I know that anything I got 
before was reviewed carefully?’
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A Typical Billing Process

Many law firms lack a formal and electronic billing 

process. It is, therefore, by definition, a highly 

manual exercise that is rife with duplicate effort. 

The process of generating an invoice is frequently 

triggered by time – the end of the month – rather 

than an event, condition or threshold. The 

process tends to be administrative in nature, 

requiring longer and unbillable hours each  

day during the undertaking. 

It is also occasionally confounded by conflicting 

rules, including those policies internal to the 

firm, and those guidelines from the client. This 

leads to an extended process of pre-bill edits, 

clarifications, write-downs, and approvals. 

Usually, this occurs under a tight suspense  

and amid a flurry of “reply all” emails. The  

deluge of email pales only in comparison  

to the preponderance of paper.

That paper often comes in the form of a stack of 

printed pre-bills. These are taken home by an 

attorney to review over the weekend, or marked 

up by a partner’s hand on a plane flight. On 

Monday morning a billing administrator, or legal 

secretary, struggles to interpret barely legible 

handwriting even as he or she duplicates the effort 

by keying the attorney’s edits into a billing system. 

At the end of the cycle, which can easily last 

two or three weeks, the partner wants to see the 

invoice again before it is sent to the client. This 

can delay the process even further, and in some 

cases, leads to the second round of write-downs. 

When the invoice is finally completed and 

distributed to the client, the challenge remains 

that it was generated through a labor-intensive 

process prone to error. This is one way for a GC  

to receive a second invoice months later and  

with charges that lack clarity. 

Three Fundamental Challenges of Law Billing Today

This scenario raises key challenges with legal billing today. These are problems that can be solved with  

a little analysis, process improvement, and technology enablement. 

The key challenges include:

Inability to audit pre-bill changes 

A manual process lacks a clear audit trail to 

understand who made what changes, when and 

why. This makes it incredibly challenging to get a 

sense for billing trends: which attorneys, practice 

areas, or category of work, are pre-disposed to 

write-downs or write-offs, for example. Just as 

importantly, without an audit trail, it is very 

difficult, weeks or even months later, to justify  

an invoice when a client questions the charges. 

Even as these challenges have unfolded within 

law firms, they are, for the most part, internal 

pressures. There are outside trends stemming 

from corporate legal that are now also providing 

external pressures on the traditional law firm 

billing process. Aderant believes it is these trends 

that are primarily responsible for increasing 

partner interest in modernizing law firm billing. 

Frustratingly inefficient for both clients  
and staff 

The entire process is inefficient and takes too 

long to complete. This frustrates both the law 

firm staff and client, and is more susceptible to 

client questions which, in turn, adversely affects 

realization rates. 

 Lack of visibility into the financial impact of 
write-downs 

Paper-based pre-bill edits mean the firm lacks 

visibility into the financial impact of write-

downs. Law firm billing administrators have 

shared examples with Aderant that suggest there 

are sometimes multiple write-downs or charges 

transferred to another bill. This means neither 

the partner nor the billing department can see 

what the firm is actually billing a client. 
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What’s driving the lower realization 
rates? There are three underlying  
trends, according to the Aderant 
assessment of the legal sector:

        Rise of outside counsel and  
billing guidelines

      Ubiquity of e-billing 

        Growing client enthusiasm for 
alternative fee arrangements (AFAs).

CORPORATE LEGAL TRENDS 
INFLUENCE LAW FIRM BILLING

Since 2008, the supply of legal services has 

outpaced demand. The effects are seen in 

tighter competition, a renewed emphasis on 

lateral hiring, and a greater focus on efficiency 

throughout the industry, among other factors. 

If these weren’t enough to merit industry 

reflection, add in that realization rates for both 

billings and collections have been falling for 

the last 10 years. In fact, realization rates are 

just about as low as ever, according to the 2015 

Report on the State of the Legal Market from 

Georgetown University.

In other words, the amount for which law firms 

are billing, and what they are collecting, have 

both have fallen. Aderant estimates the decline 

equates to roughly $10 million for every $100 

million in the value of recorded time. 

1.

2.

3.

Rise of Outside Counsel Guidelines

Concerned about runaway legal costs under 

a billable hour model, corporate counsel has 

increasingly instituted billing or outside counsel 

guidelines. The purpose of these guidelines is to 

establish common ground between client and 

legal service provider as to what should be billed 

and what will be paid. 

The concept seems simple enough at first glance, 

except that law firms are often stuck trying to 

adhere to multiple lengthy agreements from clients. 

Law firms say adhering to billing guidelines as long 

as 40 pages is anything but unusual. Furthermore, 

it’s not uncommon for an individual law firm to 

have dozens or even hundreds of clients, each with 

their own guidelines.

In an effort to avoid invoice rejection, as a result 

of the growing stringency in billing guidelines, 

law firms are writing-down more work during 

the pre-bill review phase. Further, should a firm 

overlook a client billing rule, a law firm may be 

placed in the unenviable position of writing- 

off the fee or part of the fee in appeasement,  

in addition to the write-down already included.

These factors have the compounding effect of 

lowering realization rates while also, lengthening 

the time between work-in-progress (WIP) and 

cashflow, or WIP-to-cash. As Steven J. Harper, an 

author, professor and litigator in large law for 30 

years, wrote in Law.com, “How much a firm bills 

doesn’t matter; what it actually brings in the  

door does.”
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Ubiquity of E-billing

Electronic billing or e-billing is another emerging 

and problematic area within large law firms for 

several reasons. First, the e-billing platform of 

choice is usually driven by the client, so large law 

firms are often required to interface with multiple 

technology platforms across a client base. In 

some cases, law firms may have to pay a fee  

just to submit client invoices for processing.

Second, some of these e-billing platforms provide 

sophisticated technology that will automatically 

scan law firm invoices for rule violations and 

flag the invoice. This technology makes it fairly 

simple for corporate counsel to review and reject 

invoices. A law firm that lacks process or similar 

technological capability often finds it easier to 

just write-off the violation, rather than invest the 

time and resources to make a case.

Enthusiasm for Alternative Fees 

Clients increasingly find AFAs are preferable 

because these fee structures provide greater 

predictability in legal budgeting. While such fees 

can be a differentiator for law firms, this style of 

legal pricing requires new expertise to manage. 

Competitive firms offering AFAs are not just 

merely offering flat fees, but an entire range  

of alternatives based on the needs of the client. 

Success fees, rebates, contingencies, capped fees, 

holdbacks, stage-based and hybrid fees all bring 

new levels of sophistication to a law firm – but 

also require new talent and skill sets to manage.

Third, there is a range of third-party vendors that 

enable corporate counsel to outsource the process 

of bill review and are incentivized to identify 

billing guideline violations. This process can be 

done independently, or as a second layer of bill 

review in addition to the automated bill review 

capabilities afforded by some e-billing platforms. 

While the impact of e-billing varies by firm, 

Aderant estimates e-billing affects about 20% 

of law firm invoices, across the industry. In 

commoditized practice areas of law, such as 

insurance defense, it can be as high as 75-80%. 

In our conversations with law firms, some say 

e-billing alone has lengthened the WIP-to-cash 

cycle by 20-30%. 
COST PRESSURE IN ADDITION TO REALIZATION

The expertise required to manage AFAs underscores another significant challenge to law firm billing in 

modern times besides realization: cost. In an effort to manage the increasingly complicated requirements 

for invoicing, law firms have added headcount. 

Law firms have almost been forced to grow the billing team to analyze the volumes of data and manage 

the increasingly complex process of billing. In some cases, law firms have added entire teams solely 

dedicated to appealing billing rejections. 

These professionals are charged with researching and determining the validity of a client’s rejection from 

a law firm perspective. Some of the firms Aderant has spoken with have invested sizable sums of money  

in technology consultants in an effort to develop custom solutions. 

For most law firms, adding more headcount is simply unsustainable. A solution that can both 

streamline the billing process while also maintaining the resources law firms need to manage the 

process, will have twice the value. This aspiration – the partner’s effort to modernize law firm billing – 

has never been more important. 
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SIX ADVANTAGES OF A MODERN LAW FIRM BILLING PROCESS 

Modern billing technology, designed specifically around processes central to large law firms, can greatly 

accelerate the speed and accuracy of billing. Some of the firms Aderant has worked with have reduced 

the pre-bill cycle time from 14 days to just eight. In addition, these firms say they have been able to turn 

around pre-bills following edits and send final invoices to clients in just two or three days. 

The modernization of law firm billing must begin with both a formal and digital business process –  

an important combination many law firms lack. Although some firms might email pre-bills for review,  

in many cases attorneys are still printing these out to markup by hand. 

As discussed earlier in this report, this remains an inefficient and error-prone manual process that 

duplicates efforts. Digitization of the billing process helps eliminate these drawbacks – and enables  

a law firm to benefit from the following advantages: 

Tighter collaboration and greater process efficiency

Digital pre-bills mean edits, corrections and updates are immediately visible to the entire team.  

A partner who prefers to see a preview of the draft invoice – including custom notes or commentary – 

may do so at any point during the editing process in real time. 

Once an individual reviewer has finished his or her step in the process, the invoices are automatically 

routed along the workflow to the next required review until the process is complete. This facilitates 

tighter collaboration among timekeepers, accelerates the billing process, and offers a more efficient 

and accurate method to capture edits. 

Provide advanced automation to get ahead of the problem

Modern billing systems afford law firms sophisticated automation to reduce the risk of rejected and 

short paid invoices. Automation also ensures standardization and consistency in billing across the 

law firm. For example, a law firm that requires a financial committee to review any write-down of 

10% or more on any invoice, can trigger an automated rule that routes the pre-bill accordingly. 

Another example of automation ensures compliance with more than 100 common corporate  

counsel billing guidelines at the point of time-entry. Modern billing systems provide law firms with  

a standard library of structured billing rules that can be automatically applied to invoices, even 

before the pre-bill review period begins. 

This improves the process by embedding these rules into the very workflow – and moving it upstream 

to the beginning of the billing cycle rather than the end. This gives the firm the opportunity to 

proactively manage the process from the outset, rather than deal with the surprise and frustration  

of a rejected invoice.

Modern legal automation can also provide automated alerts based on client rules or law firm policy. 

Such examples include: triggering a notification if unbilled WIP reaches 90 days or more in age,  

or if a new associate starts working on a client matter and yet was not on the pre-approved client list  

of timekeepers. 

These alerts can trigger the initiation of a billing cycle earlier in the process as well – one based on an 

event or condition rather than time. For example, if WIP on an AFA reaches a threshold in the middle 

of the month, the firm can choose to initiate the invoicing process earlier. This is a prime example of 

advantages technology is offering for mitigating the strain of falling realization rates.

Field mobile tools that fit the way attorneys work

Modern billing technology must provide mobile features that provide the same depth and breadth 

of functionality law firm staff have come to expect from a desktop. The point of mobility isn’t just to 

provide cursory or remote access to do a couple things outside the office – it is to allow attorneys and 

law firm staff to be more productive from anywhere. 

For example, the ability to review and edit pre-bills on a tablet, rather than printing stacks of paper, 

during the pre-bill process – and the capability for staff to see those edits in real-time. However, the 

user experience on a mobile device must be easier and better than paper, if the law firm wants its 

staff to adopt the tools.
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Create an audit trail for process 
improvement and accountability

Manual or paper-based billing systems put 

firms at a significant disadvantage if a client 

disputes a charge several weeks or months 

later. The capacity to audit and trace changes, 

as pre-bill evolves into an invoice, is a critical 

advantage in modern law firm billing in order 

to respond to clients.

It’s also important for accountability and 

process improvement as it provides greater 

detail for analysis including:

   •  Which invoices were written-down?

   •  Why were those bills written-down?

   •    Who (or which practice area) is writing 
down the invoice?

   •    Which invoice types experience the  
most rejections?

   •    Are invoices already written-down  
also being written-off?

The answers to these questions also enable 

a law firm to aggregate data, analyze trends 

and determine the root-cause of lower 

realization rates. 

 Furnish real-time visibility into the 
financial impact of pre-bill edits

Given the impact on client relationships, 

pre-bills often undergo a significant 

evolution in the process of generating an 

invoice. Certainly, there are efficiencies 

gained in digitizing and automating what 

is largely a manual process that duplicates 

effort. Yet there is an even greater advantage: 

the ability to see the financial impact 

pre-bill edits and write-downs will have 

as these are entered, rather than wait 

until the final invoice is complete. This 

enables partners and the billing team to 

understand when and if a pre-bill has been 

written down more than once, or if charges 

were transferred to another invoice. 

Improve service quality and enhance 
client relationships

A modern billing process should not only 

improve realization rates – but it ought 

to serve to strengthen the client-firm 

relationship. Law firms spend a lot of time 

and effort trying to attract new clients and 

in the competitive landscape today, firms 

can’t afford to have the relationship go 

awry the moment the invoice is transmitted. 

More importantly, rather than the source 

of a dispute, invoices should demonstrate 

the value clients are seeking – which helps 

the law firm generate more business from 

existing clients. 

CONCLUSION

There’s an old lesson in accounting circles 

that points out that a business can exceed its 

sales or revenue targets one month and still go 

bankrupt the next for the lack of cashflow. While 

we don’t foresee any large law firms chaptering 

into bankruptcy, our market analysis suggests 

traditional billing processes are having a very  

real impact on law firm financials.

More importantly, the impact spans an interplay 

of influences, from declining realization rates, 

to rising costs, and all while putting client 

relationships at risk. Many law firms simply 

cannot proceed with the current course and 

speed. The alternative is increasingly attractive. 

Modernizing law firm billing process is an 

attainable goal that helps solve a range of law 

firm challenges from relationship to realization. 

The timing to address the lethargy of traditional 

billing processes couldn’t be better and the 

benefits couldn’t be more tangible. 

ABOUT ADERANT 
Aderant, headquartered in Atlanta, Georgia is a 

global industry leader in providing comprehensive 

business management software for law firms and 

professional services organizations. Aderant is a 

market leader in technology solutions for practice 

and financial management, business intelligence, 

matter planning, calendaring and docketing. 

Aderant is an established and trusted partner 

due to its versatile and innovative technology 

solutions, superior customer support, and reliable 

implementation process. Aderant operates as a unit 

of Roper Technologies, a constituent of the S&P 

500®, Fortune 1000® and the Russell 1000® indices.
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