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Implementing Value Pricing at Your Firm 

Introduction 

Law firms are a business. Like any service business, law firms must find clients, offer valuable 

services, price those services, deliver them and pay those that help deliver them. What’s left is 

gravy. The better the price and the lower the cost, the more gravy left over. Unfortunately, some 

service businesses (including law firms) are leaving money on the table through the use of the 

billable hour.  The key to better pricing involves setting prices that capture value – and value is 

subjective and ever changing.  For example, Manhattan street vendors really understand the 

principle of value pricing. The moment that it looks like it will rain, they raise their “umbrella 

prices.” This increase has nothing to do with their costs – they stay the same.  Instead it's about 

capturing the increased value that customers place on a place to stay dry.  

The Why 

Before we get started on the how, we need to spend some time on the why. Why should you even 

think about adjusting the way you price your services? Your business, whether you think so or not, 

is inherently defined by the value you bring to your clients. How you service your clients, as well as 

how you price your services, speaks volumes about what value you bring to the table. But know 

this: value is subjective. It depends on the vantage point of your client.  

Value pricing, in contrast to billing clients by the hour after services are completed, is an upfront 

discussion about what your services would be worth to a client.  It is essential that both your firm 

and the client benefit (profit) from the relationship and the exchange of dollars for services. Does 

this example ring any bells? 

Firm estimates that a matter will cost the client $25,000 based on $250 x 100 hours to 

complete the work. Client balks. Firm reduces price to $20,000. Client accepts thinking they 

got a deal, but firm is now annoyed for having to take a $5,000 cut. Firm enters into the 

agreement reluctantly and decides to stay “tight on budget” and “avoid going the extra 

mile.” Client is underwhelmed by the outcome, may pay late, probably won’t refer any 

additional work, and chances are, client won’t rehire the firm in the future. Firm must 

continue to look for that next client.  

FACT #1: Clients do not evaluate the value of your services by the time it takes you to complete a 

task. They evaluate you by the result, the outcome, the deliverable that you produce for them. 

FACT #2: The lowest price does not necessitate the optimal outcome. Sometimes, you need to say 

“no” to a prospect, especially if they refuse to be reasonable when it comes to pricing.   

FACT #3: Lawyers have been billing by the hour since before you were probably born.  
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Let’s look at some advantages and disadvantages of the billable hour model (i.e., pricing your 

services through hourly rates): 

 PROS: 

 Easy to understand 

 Easy to track (as long as you do it) 

 Easy to forecast and produce financial ratios  

 Status Quo 

 CONS: 

 Defines value delivered via a measure of time 

 Focuses on effort, not results 

 Creates misalignment between client and service provider expectations 

 Incentivizes the service provider to spend more time on a task 

 De-Incentivizes the service provider to become more efficient 

 Places the risk and expense entirely on the client 

 Inhibits innovation by focusing on production 

 Produces volatility and variability in a client’s budget 

 Incentivizes client to communicate less  

 Creates a ceiling on the income potential of any one service provider 

 Permits no differentiation from competitors 

 Can create tension between client and service provider 

 

Value pricing can help your business in many ways, including: 

 Improve profits 

 Lower Accounts Receivables 

 Improve budgeting and forecasting  

 Reduce costs and wasted effort on time tracking and managing bills 

 Improve customer satisfaction 

 Improve firm/client communication  

 Differentiation from competitors 

 Improve cross-selling 

 

So why don’t firms do it? 

 Status quo – change is difficult 

 Time sheets – prestigious handcuffs, pride  

 Real and perceived costs – changes required in compensation systems; billing 

systems; legal project management; training; “profit per partner” 

 One size doesn’t fit all – this goes for clients and firms 
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Overview of Steps Involved 

1. Believe there is an alternative – we are not talking about acting unethically or billing your 

clients outrageous prices.  If you firmly believe that the billable hour is the only way to price 

and sell your services, your time may be better spent in other areas of your business. If you 

aren’t convinced that there are more profitable, more productive and/or more beneficial 

ways to price your services, stop here. This exercise may be a waste of your time.  

2. Know your services – before you can have any pricing discussion with a client or a prospect, 

you have to know what it is you offer inside and out. From the steps involved to the risks to 

the rewards – make sure you understand (and have documented) as much detail about your 

services as possible. Make sure you can answer: How much do competitors charge? How 

much have we charged in the past? What factors are involved in how much we charged for 

service A in the past? Forget about the time it takes for now. We will come back to that.  

3. Know your costs upfront, not after – make sure you understand who will be doing the 

work, how much they will get paid to do the work and other firm costs that will affect this 

work (e.g., research, court costs, etc.). Forget hourly bill rates and look at actual costs to 

deliver services.  Look at the business as a whole, not the time it takes to complete the 

work.  

4. Pick a client as a test run…Have at least two detailed conversations with them – use these 

conversations as a window into a) what the client really needs from you – the business need 

for legal services, b) the circumstances of how they need you and c) what they would be 

willing to pay for it. We have example conversation points and probing questions in our 

training materials, but make sure you plan the conversation in advance. It takes many years 

and many failures to be good at “winging it.” Discuss what your prospective client expects 

from you as well - actively listen to them. 

5. Regroup – once you’ve collected the information, you need to formulate a plan. Until you 

master this process (the art and science of it), we suggest you spend time away from the 

prospect and perhaps in concert with a trusted advisor, pricing committee or business 

partner. Prioritize what your prospect said…what is most important to them? Speed? 

Quality? Expertise? Service? Make an outline of what these priorities are. Consider weighing 

the value of each in your process. Make sure you answer: what is the outcome or result that 

this prospect is looking for? Also - know what is happening inside your firm and what 

resources you do and don’t have available. Also look to break more complicated matters 

into smaller, more digestible steps that can be priced.  

6. Price the customer and the outcome not the time it takes to work for them – this is a 

multi-step process to determine the value to the prospect of the expertise and the 

solution(s) you bring to the table. This requires you step out of your legal mindset for a 

moment and become a consumer of legal services.  
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a. Determine what the outcome (or outcomes – more on this below) is they are looking 

for and an estimate of what the going market rate for that outcome is. 

b. Adjust your “market rate” for circumstances specific to this prospect – for example, 

speed of delivery, increased risk, service, payment plans, guarantees, scarcity of your 

expertise, etc.  

c. Develop three pricing options for each piece of work or a portfolio of work: 

i. A Reservation Price – your “walk away” price, 

ii. A Moderate Price – one that both sides should be comfortable with, and 

iii. An Aspiration Price – one that would deliver exceptional value.  

7. Provide options – if you give a prospect a single price, they only have two options for a 

response: “yes” or “no.” If you provide a range of options, you open the door to negotiating 

the price, the scope of the work you will do, the circumstances involved and many other 

items. This is a much “stickier” way to build a relationship because it encourages dialogue.  

a. Typically, prospects come looking for more than a single task or outcome. In this 

case, make sure you consider packages of services that range from “Basic” to 

“Moderate” to “Advanced” services. Some consulting firms call this the good-better-

best approach. For example, scale the level of effort or expertise required (review of 

existing documents…revising existing documents…drafting new documents) and 

scale the price of a package of services accordingly. For more complicated matters, 

consider using a matrix approach to presenting various packages. 

8. Discuss your proposal in person or over the phone – this face time also contributes to a 

stronger, stickier relationship especially if the prospect sees you are easy to do business 

with. Don’t just send over an engagement letter and hope they follow up with you.  

9. Agree on goals, price and scope - develop a fixed price agreement that includes a service 

and price guarantee, what services are included, and how unanticipated services will be 

dealt with (i.e., when unforeseen challenges or opportunities arise). Scope creep can be the 

death of any well thought out proposal.    

10. Actively manage the matter – while there are many facets to effective project 

management, we will focus on the basics. Manage the matter with an issues list. The list 

should include both positive and negative issues. Assign resources based on expertise and 

availability. Share deadlines and outcomes with clients. Set up regular check-in points to 

make sure all trains are running on time, provide status updates and ensure resources have 

the tools and information they need to exceed client expectations. If there are services that 

need to be provided that are outside the initial scope of work, use a change order so that 

the client can make a decision as to whether he/she would like the work performed or not. 

11. Seek closure and feedback– once the project is complete, conduct an after action review to 

determine whether the project was a success. Learn from your mistakes and repeat the 

correct behaviors on the next project. 


