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Navigating Rate Trends for 2024: Strategies for Pricing Success

By Mark Medice on December 5, 2023

Contrary to popular perception, law firm billing rates do not exhibit a steady upward trajectory. Instead, a closer
examination of long-term trends reveals a pattern of cyclical fluctuations in billing rate increases. These fluctuations are
influenced by a complex interplay of factors, including broader economic trends, market conditions, and technological
advancements.

Following the 2009 financial crisis, billing rates remained relatively stagnant. However, 2013 marked the beginning of a
decade-long rate cycle, culminating in post-pandemic increases averaging 8% annually. Notably, in 2021 and 2022, some
firms adjusted their rates twice yearly due to high talent costs driven by scarcity. 2023 saw some moderation, but our
research and a recent flash survey indicate that the 6-8% growth trend (click on image to see larger) will likely continue
into fiscal 2024:

Nearly all responding firms will be raising rates in 2024, including
2024 Rates 88% indicating hikes greater than 3%

Will your firm be raising rates in 20247 62% of Am Law 200 respondents will be raising rates by more than
6% in 2024. No unranked firms will be boosting rates that much, but
most firms in that segment (78%) are planning for increases
between 3%-6%
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The changing nature of economic trends significantly influences rate conditions. Therefore, it is imperative to continually
assess pricing value to maintain competitiveness, particularly in evolving market conditions. Yet, while understanding fair
value is vital, it's just the beginning. Therefore, a comprehensive pricing strategy is crucial for effective rate execution in
prosperous and challenging times.
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The Formula for Rate Execution Success

Successful rate execution transcends the numbers and relies on a combination of performance ideas, including
behavioral science, culture, education, and strategic alignment. Here are the critical elements for pricing success:

e Strong Client Relationships: For successful law firms, higher rates result from deep client relationships developed
through attentive listening, knowing your clients’ business, following billing guidelines, and communicating well.
Excellence means predicting and meeting client needs before they surface. These fundamental blocking and
tackling skills demonstrate commitment, build trust, and set the firm apart as a truly dedicated partner to its
clients.

¢ Pricing Acumen: Beyond mere knowledge, pricing acumen involves a profound understanding of the complex ways
in which pricing decisions influence a firm’s market image, internal culture, and financial success. While having
knowledgeable partners contributes to favorable outcomes, true pricing acumen goes further, exploring the
nuanced interplay between pricing strategies and a firm’s overarching success.

o Systematic Rate Management: Effective rate management operates like a performance operating system with
routine pricing processes for rate setting, client rate renewals, client pitches, and the creation of alternative fee
structures. Checks and balances are essential, ensuring process integrity and effectiveness. Such systematic
approaches are vital to mitigating risks associated with unnecessary discounting, rate fragmentation, and enduring
market stagnation.

e Strategic Alignment: Rates should align with the firm’s overall strategy, and your partners should understand this
connection. This alignment ensures that pricing decisions support broader goals and firm identity and that
everybody is on the same page.

e Preserving Value Across the Client and Matter Lifecycle: Maintaining value from the start to the end of a client
engagement is crucial. Achieving rates at inception is a must but must carry through to billing and collection.
Higher yield results from working efficiently, maintaining excellent teamwork and communications, and managing
your matters well.

o Excellence in Legal Work: To truly stand out, a law firm must deliver exceptional legal services. Not only does
distinctive legal work justify billing rates, but it also sets the firm apart in a competitive field. Despite every lawyer
aspiring to be best in class, not all are equal. This disparity presents both an opportunity and a necessity for law
firms to differentiate themselves through superior service quality.

Recommendations for 2024

As | mentioned earlier, 2024 will likely continue the trend of robust rate increases. To navigate this environment
effectively, consider the following recommendations:

1. Find Your Target: Understanding market trends is crucial, but it's only half the battle. The next step is to determine
your unique position within that market. Are you aiming for premium status? Do you have benchmark firms that
guide your targets? Are you carving out a niche for yourself? Answering these positioning questions is the
foundation for evaluating whether your pricing is too low, too high, or just right. This understanding will guide your
pricing strategy toward the most effective destination.

2. Convince Partners of the Importance of Rate Management: Partners must be convinced of the importance of rate
management and pricing to achieve the firm’s strategic goals. They should be encouraged to think innovatively
about fair value and how it relates to creative pricing structures.

3. Equip Partners with Tools and Support: Partners are smart, but that doesn’t mean they are pricing experts. Data
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shows that, left on their own, they will underperform on rates. To help, deploy coaching and mentoring programs
with your partners and continually reinforce the criticality of pricing to fair value. Remind them that random
discounts hurt the firm and client in the long run, even if it seems like a short-term win.

4. Monitor Problem Areas like Discounts and Pre-Bill Write-Downs: Effective rate management begins at the
client/matter inception and carries forward to the bill. If your partners have developed discounting and write-down
habits, uncover the reasons for those actions and address them promptly. Ensure downstream discounts (i.e.,
write-downs) do not compromise your strategic pricing plans.

5. Track and Provide Feedback: Track progress and provide regular feedback. Tracking creates accountability,
supports collaboration, and creates a learning loop. Regular reporting and status updates will keep you on track
and provide a vehicle for sharing challenges and opportunities.

In conclusion, successful pricing strategies for law firms in 2024 will be shaped by disciplined operations, strategic
alignment with market trends, and the cultivation of robust client relationships. Effective and systematic management will
be crucial in adapting to and navigating the current economic intricacies. Furthermore, a commitment to innovative
thinking and practices will be essential for law firms aiming to respond to immediate challenges and lay a solid
groundwork for sustained success and growth in a rapidly evolving legal industry.

Complimentary Review & Instant Thoughts on Rate Strategy

In recognizing the complexities surrounding rate setting for 2024, we invite you to a complimentary review of industry rate
trends. Gain insights from our thoughts and considerations around rate strategies, offering instant thoughts on crafting a
rate strategy that resonates with your firm’s vision and market positioning.

To schedule your review, please contact Mark > mmedice@lawvision.com | (412) 721-9475.

© 2024 LawVision Group LLC All rights reserved. Page: 3


https://lawvision.com/consultants/mark-medice/
mailto:mmedice@lawvision.com
https://lawvision.com/
https://lawvision.com/

