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AT  A  G L A N C E

The billable hour is not the enemy. Defaulting
to it is.
Clients are buying outcomes, insight, and confidence, not hours. Most firms have re‐
sponded by rebranding hourly billing rather than redesigning how they price. This
guide shows leaders how to treat pricing as a strategic design discipline and build a re‐
peatable system for it.

01
KNOW WHEN TIME FITS

Hourly billing still works for uncer‐
tain, bespoke, reactive work. It
breaks down when work is defined,
repeatable, or accelerated by AI.

02
SEE PAST "FAKE AFAS"

Caps, blends, volume discounts,
and shadow billing are gateways,
not destinations. They keep time at
the center of value.

03
BUILD A PRICING SYSTEM

The five-phase Pricing Innovation
Cycle (Discover, Design, Deploy,
Distill, Drive) turns experiments
into firm capability.
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S E C T I O N  0 1  ·  I N T R O D U C T I O N

Time Isn't the Enemy, but It Isn't the Goal

For decades, the billable hour has served as the central operating mechanism of the legal industry. It
is predictable, easy to measure, and rooted in the logic that effort equals value. It is also universally
understood: clients know what they are getting, firms know how to track it, and associates under‐
stand how they are evaluated.

But time, while familiar, is a limited lens. Today's clients are not paying for time; they are paying for
outcomes, insight, and risk mitigation. The problem is not that hourly pricing is inherently flawed. It
is that the legal industry has over-relied on it, stalling innovation and obscuring value.

"I'm not buying ten hours of a lawyer's time. I'm buying the confidence to
move forward in a high-risk environment."
GENERAL COUNSEL

That distinction sits at the heart of pricing transformation. To understand why today's shift is so sig‐
nificant, it helps to revisit the origins of the billable hour. Before the 1950s, lawyers commonly relied
on fixed fees, value-based arrangements, or percentage-of-transaction models, particularly in estate
planning and corporate work. Pricing was shaped by professional judgment and often supported by
bar-published fee schedules.

That began to change in the mid-20th century, when corporate clients demanded greater cost ac‐
countability. The American Bar Association reinforced the shift by promoting time tracking in its 1958
revision of the Canons of Ethics, and by the 1970s hourly billing had become the dominant model in
large firms. Ironically, the same forces that pushed the profession toward the hour, client demands
and ethical considerations, are now driving the call for change. Clients increasingly seek value over
time, and the ethics conversation has shifted toward fairness, efficiency, and results.

A Brief Timeline of Legal Billing Models

Pre-1950s

Fixed, task-based, or
value billing

Customary fees based on
work type or result

1950s–1970s

Emergence of hourly
billing

Driven by corporate
clients, ABA ethics reforms,
and internal timekeeping

1980s–2010s

Hourly billing
dominates

Institutionalized within
firm economics and
associate leverage

2010s–Present

Rise of AFAs and
strategic pricing

Growing interest in
aligning price with value
and outcomes
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As legal historian William G. Ross has documented, hourly billing brought structure but also incentiv‐
ized inefficiency and ethical risk. Commentators including Scott Turow, Steven Harper, and this au‐
thor have since called on the profession to reconsider its reliance on the metric. Today's push toward
pricing transformation need not be a rejection of the billable hour. It is a call to design models that
reflect client value, firm strategy, and future-readiness.

This guide reframes the conversation. The goal is not to eliminate the billable hour, a topic already
debated at length and one that often leads to unproductive handwringing or broad-brush critique.
The focus instead is on expanding pricing fluency and designing models that align with your firm's
strategic goals, reinforce its brand, and meet evolving client expectations.

Time remains the dominant metric not because it is perfect, but because it is intuitive. It is tangible,
trackable, and easily understood by clients and lawyers alike. Value, by contrast, is rarely proportion‐
al to the number of hours spent. That is the central challenge: time appears objective, while value is
more complex. Moving beyond the billable hour means addressing this tension directly and guiding
firms toward a more nuanced, and ultimately more effective, approach to pricing based on value.

S E C T I O N  0 2

When Hourly Billing Works and When It
Doesn't

Hourly billing still has its place. It works well when scope is uncertain, outcomes are unpredictable,
or the work is highly customized: early-stage litigation, regulatory investigations, or strategic advis‐
ory roles where intensity fluctuates and the client values flexibility. In these scenarios, hourly billing
offers a transparent, auditable structure that reflects the evolving nature of the engagement.

Problems arise when hours become the dominant measure of value. Time-based billing can reward
inefficiency, discourage innovation, and obscure impact. It commoditizes expertise, treating a 30-
minute strategic insight from a seasoned partner the same as 30 hours of research from a junior as‐
sociate. It can also condition lawyers to equate busyness with productivity, turning time into a per‐
formance metric rather than a pricing strategy.
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W H E R E  H O U R LY  F I T S

VALUE LIES IN THE PROCESS

W H E R E  H O U R LY  B R E A K S  D OW N

VALUE LIES IN THE OUTCOME

The risks grow as firms become more efficient. When work is repeatable, scope is well defined, or
technology enables faster delivery, especially through AI, hourly billing begins to misalign with both
value and economics. In those cases, adhering to hourly pricing can erode client trust and hinder
firm profitability.

Ironically, the more capable a firm becomes, the more it is penalized under a
time-based model.

In short, hourly billing is not wrong, but it is incomplete and uninspiring, and at worst it creates
waste. It works best when the value lies in the process and the path is unclear. When outcomes are
what matter, and firms can deliver them efficiently, it is time to design smarter models that reward
value, not just time spent.

S E C T I O N  0 3

The Rise of "Fake" AFAs and Why They
Matter

In response to growing client pressure for more predictable, value-driven pricing, many law firms
have embraced the language of innovation and rolled out what they call alternative fee arrangements
(AFAs). Look closer, though, and many of these so-called AFAs are time-based billing in disguise:

High uncertainty or evolving scope. Neither
client nor firm can define the end state
upfront.

One-off or bespoke matters. No precedent or
reliable benchmark exists to estimate effort.

Reactive environments. Litigation or crisis
response, where external triggers dictate the
pace.

Clients requiring time logs. Government or
institutional clients who need detailed
records of effort.

Defined deliverables. Contract drafting,
compliance reviews, or regulatory filings.

Repeatable work. Process and precedent
reduce uncertainty.

Technology-leveraged services. AI or
automation compresses time without
reducing value.

High-value outcomes delivered quickly.

Strategic advice, IP protection, or
negotiations, where speed reflects expertise,
not lower worth.
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mechanisms that repackage the traditional hourly model without altering its core incentives. These
"Fake AFAs" may sound progressive, but they often fall short of the meaningful change clients are
seeking and firms need to stay competitive.

CAPPED FEES

"We'll bill hourly, but you won't pay beyond $X."

Offers predictability but keeps time at the center
of value, and transfers nearly all of the risk to the
firm.

BLENDED RATES

"One average rate, regardless of seniority."

Simplifies the math, but time remains the currency
and staffing decisions can become distorted.

VOLUME DISCOUNTS

"The more hours you give us, the less each one
costs."

Still hourly billing, just cheaper, and often without
a clear link to value or efficiency.

SHADOW BILLING

"A flat fee, with the hours reported behind it."

Invites clients to audit the fixed fee against time,
undermining trust and keeping old incentives
firmly in place.

To be fair, these tools serve a purpose. They give clients a sense of cost containment and let firms dip
a toe into pricing innovation. They generate valuable internal data about how work gets done and
what it costs. Most importantly, they begin to shift the conversation from hours and rates to risk,
value, and outcomes. In that sense, they are not failures. They are gateways.

But they are not enough.

These transitional models often preserve the very behaviors they are meant to change, and they in‐
troduce risks firms do not always anticipate. Capped fees shift the downside to the firm, which can
be dangerous when complexity is uncertain or delays are outside the firm's control. Blended rates
can distort staffing: junior lawyers may be overused to protect margin, while senior lawyers, often
best positioned to deliver high-value outcomes efficiently, are underused. Volume discounts, while
attractive to clients, can quietly erode profitability when they ignore variation in matter complexity
or resource needs. Shadow billing may be the most counterproductive of all, signaling to clients and
lawyers alike that the firm has not truly committed to alternative pricing. It invites second-guessing,
fosters mistrust, and creates internal confusion about what success looks like.
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A  C A S E  I N  P O I N T

A regional litigation firm began offering capped fees for employment defense matters to several in‐
stitutional clients. Clients appreciated the predictability, but the firm noticed an unintended con‐
sequence: lawyers became overly cautious. Some underinvested early in the case for fear of exceed‐
ing the cap, which led to inefficiencies and occasional missteps.

Recognizing the limitation, the firm moved to a tiered fixed-fee model priced by claim complexity.
The shift encouraged more proactive lawyering, improved outcomes, and even lifted internal mor‐
ale. The capped fee opened the door. Pricing design moved them through it.

"I don't mind paying for time. I mind paying for waste. AFAs are only
meaningful if they change the behavior behind the bill."
GENERAL COUNSEL

That is the point. Fake AFAs are not inherently bad; they often represent a firm's first real step toward
change. But transformation does not come from tweaking the hourly model. It comes from rethink‐
ing the underlying logic of pricing: designing models that align incentives, reward results, and reflect
the value actually delivered. Firms that stop at Fake AFAs are standing in the doorway. Those that
move through it, with intentional, client-centered pricing design, will lead the next era of legal value.

S E C T I O N  0 4

The Real Alternative: Pricing Design as a
Strategy

True pricing transformation does not begin with new math. It begins with new design: a deliberate
rethinking of how your firm aligns pricing models with client value, market dynamics, and internal
capabilities.

Think of pricing as a design discipline, akin to service innovation or brand strategy. Approached
thoughtfully, pricing answers fundamental strategic questions:

Identity. Who are we as a firm, and how do we price in a way that reflects that identity?

Value. What value do we deliver, and how can we make it transparent and shareable with clients?

Behavior. What behaviors do we want to encourage in our lawyers, and how can pricing reinforce
them?

L AW V I S I O N
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Pricing Design in Action

Firms that adopt a design mindset create pricing models that support their strategy and differentiate
them in the market.

T I E R E D  P R I C I N G

Regulatory boutique for
emerging industries

A boutique specializing in fintech compliance introduced Bronze, Silver, and
Gold tiers for startup licensing reviews. Bronze covered regulatory mapping; Sil‐
ver added direct liaison with regulators; Gold added risk mitigation strategy ses‐
sions with partners. Early-stage clients could budget predictably, and the firm
reinforced its reputation as a practical, solutions-focused advisor.

PAC K AG E D  F L AT  F E E

Corporate practice
targeting mid-market
buyers

A midsize firm's corporate group launched a flat-fee "Accelerated Acquisition
Package" for private company deals under $50 million, with standard diligence
checklists, templated deal documents, and a two-week closing timeline. It at‐
tracted fast-moving PE funds and family offices and positioned the firm as a
nimble alternative to BigLaw without sacrificing quality.

R I S K  S H A R I N G

Litigation group
focused on early
resolution

A litigation team with strong trial credentials designed a risk-sharing model for
commercial disputes under $5 million. Clients paid a base fee covering pleadings
and early motions, with a success fee triggered by a favorable settlement or
judgment. The structure aligned incentives, signaled confidence, and appealed
to GCs under pressure to cut litigation spend without compromising outcomes.

The Pricing Maturity Model

In a new pricing world, firms evolve through distinct stages, each building the data, discipline, and
confidence the next one requires.

L AW V I S I O N
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Time by
Default

Discounted
Hourly

Structured
Alternatives

Value-
Designed
Pricing

Pricing as
Strategy

PRICE REFLECTS EFFORT PRICE REFLECTS VALUE

Ultimately, pricing design is not about gimmicks; it is about clarity. The clearer your pricing model,
the more trust you build with clients and the more your firm stands apart. Thoughtfully designed
pricing sends a signal: this firm knows its value and can communicate it with confidence.

S E C T I O N  0 5

Emerging Pricing Models: Beyond Theory

The market is no longer asking whether to adopt new pricing models; it is asking how. Below are
some of the most effective alternatives to the billable hour, with guidance on when each works best
and what firms need in place to deploy it well.

M O D E L  0 1

Fixed Fees
Straightforward, scalable, and predictable when built on accurate scoping and a
clear understanding of cost ranges.

B E S T  F O R

Repeatable, well-defined
matters such as contract
reviews or lease
negotiations.

P R E C O N D I T I O N

Historical cost data,
process discipline, and a
scoping methodology to
avoid underpricing.

T I P

Use a "fixed-plus" model: a
set base fee with defined
add-ons for out-of-scope
work.

S TAG E  1

Hourly is the answer
to every pricing
question.

S TAG E  2

Blends, volume
discounts, and
caps. Time still sets
value.

S TAG E  3

Fixed and phased
fees built on
historical cost data.

S TAG E  4

Tiered, success,
subscription, and
portfolio models
matched to client
value.

S TAG E  5

Pricing embedded
in brand, systems,
and compensation.
A source of
competitive
advantage.
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M O D E L  0 2

Success-Based
Fees

Aligns compensation with defined outcomes, such as securing regulatory approv‐
al or achieving a litigation result.

B E S T  F O R

High-stakes matters where results can be
clearly measured.

P R E C O N D I T I O N

Mutually agreed success metrics, and risk-
sharing that complies with ethical rules,
especially in litigation.

M O D E L  0 3

Subscription or
Access Pricing

Clients pay a monthly or annual fee for ongoing access to legal advice.

B E S T  F O R

Steady advisory needs such as
employment, regulatory, or compliance
work, where clients value responsiveness
over time-tracked effort.

P R E C O N D I T I O N

Monitoring of usage patterns and capacity
to protect profitability and avoid scope
creep.

M O D E L  0 4

Portfolio Pricing
Bundles multiple matters under one annual or program fee, letting clients budget
across a broader relationship.

B E S T  F O R

High-volume or programmatic matters
like insurance defense, IP filings, or
employment litigation.

P R E C O N D I T I O N

Volume predictability, matter-level
profitability data, and a risk-balancing
strategy across the portfolio.

M O D E L  0 5

Hybrid Models
Combines elements such as fixed fees, success bonuses, and collars to align in‐
centives and manage uncertainty.

B E S T  F O R

Matters with a predictable
core but variable
complexity, like litigation,
investigations, or mid-sized
M&A.

P R E C O N D I T I O N

Ability to model scenarios,
define baseline scope, and
structure terms that
protect both sides from
volatility.

E X A M P L E

$50,000 fixed fee plus a
$25,000 success bonus if
the dispute is resolved
within 60 days.

Firms that master these models do more than respond to pricing pressure. They redefine the conver‐
sation by building pricing capabilities that align with strategy, economics, and client value.
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S E C T I O N  0 6

How to Get Started: A Roadmap for Law
Firm Leaders

You do not need to overhaul your pricing overnight, but you do need to stop treating it as an admin‐
istrative afterthought. Leading firms view pricing as a cycle of innovation: a continuous, strategic
process that connects firm economics, client value, and lawyer behavior.

Too often, firms experiment with new models in isolation, without clear structure, effective feed‐
back, or alignment. The result is fragmentation, not transformation. A better path is a deliberate, re‐
peatable process: the Pricing Innovation Cycle, a five-phase loop of discovery, design, deployment,
distillation, and drive. Each phase informs the next, so the firm learns, adapts, and builds capability
over time.

01 Discover Surface the reality beneath the rates

02 Design Create models that reflect value

03 Deploy Test in the field

04 Distill Codify what works

05 Drive Embed and sustain

Phase 1 · Discover: Surface the Reality Beneath the Rates

Discovery is where transformation starts. Most firms discuss pricing innovation without truly under‐
standing how they price work today. Discovery exposes those realities: where pricing defaults live,
where resistance hides, and where value leaks away.

Begin with your data, not your assumptions. Review 18 to 24 months of billing patterns. How much
work is priced differently? How often are fees capped or discounted? Where are realization rates
consistently low? These numbers reveal habits and hidden obstacles far more clearly than anecdotes.

PRICING
INNOVATION

CYCLE

01
Discover

02
Design

03
Deploy

04
Distill

05
Drive
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Then listen. Talk with partners, associates, and finance staff, and ask why they revert to hourly billing
or avoid fixed fees. The answers usually point to fear: of underpricing, of missing compensation tar‐
gets, or of lacking reliable cost data.

I L L U S T R AT I O N

A midsize firm discovers that while 40 percent of its matters are labeled "alternative," most are
simply capped hourly fees. True innovation exists in fewer than one in ten. That kind of finding
shifts the conversation from slogans to facts.

Finally, map what clients truly value against your pricing models. For each major client segment,
define what matters most, whether speed, risk mitigation, predictability, or insight, and measure how
well your pricing aligns.

CLIENT SEGMENT PRIMARY VALUE DRIVER CURRENT MODEL ALIGNMENT

PE Funds Speed to close Hourly (capped)

2 of 5

Public Companies Risk mitigation Hourly

3 of 5

Growth Startups Cost predictability Blended rate

3 of 5

Illustrative client value alignment map

P H AS E  C O M P L E T E  W H E N

You can answer, with evidence: "Where are we billing by habit rather than design?"

Phase 2 · Design: Create Models That Reflect Value

Design translates insight into structure. It is where you build models that express your value, rein‐
force your market position, and encourage the right lawyer behaviors.

Start with principles. Every model should pass five tests: it aligns with strategy, makes value clear to
clients, rewards the right behaviors, achieves target margins, and scales across similar work. These
guardrails keep complexity from creeping in.

Next, choose where to focus. Look for matter types that are repeatable, high volume, and ripe for
change, where both lawyers and clients are ready to try something new.

L AW V I S I O N
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I L L U S T R AT I O N

A firm identifies three strong candidates: EEOC responses in employment, sub-$10 million asset
purchases in corporate, and trademark filings in IP. Each has enough volume, a predictable scope,
and client demand for innovation.

Then design clear, testable models. A fixed-fee model might use tiers; a success-fee model could re‐
ward early resolution; a hybrid might combine predictability with upside. Keep the structure trans‐
parent. If you cannot explain it in 60 seconds, simplify it.

DESIGN ELEMENT PURPOSE

Model Type Fixed, success-based, hybrid, or subscription

Base Scope What is included

Exclusions What triggers additional fees

Payment Upfront, milestone, or success-based

Risk Allocation How uncertainty is shared

Value Message How you explain it to clients

Before launch, pressure-test every model. Does it hold up financially? Can your systems support it?
Can your lawyers describe it without hesitation?

P H AS E  C O M P L E T E  W H E N

You have a handful of specific, documented pricing models ready to pilot, not theoretical ideas.

Phase 3 · Deploy: Test in the Field

Deployment turns design into experience. Rather than rolling out a firmwide change, start small and
learn fast. Pick a single practice or team as your pricing lab, a place where experimentation is safe,
supported, and measured.

Choose pilot matters carefully. Medium-stakes, repeatable work is ideal: not bet-the-company cases,
but not trivial either. Launch several matters under each model so the results are meaningful.

Set clear protocols for how matters are screened, how scope changes are handled, what feedback
loops exist, and how data will be captured. Track time internally even when you are not billing it.
Without that data, you cannot compare models objectively.
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I L L U S T R AT I O N

A firm pilots a Fast Track M&A Package: a fixed price for standard deals, with add-ons for regulatory
complexity. Early results show about a third of matters need more time than budgeted. Rather than
scrapping the idea, the team restructures it as a hybrid, with a fixed base plus pre-priced overage
tiers. The model becomes both more credible and more profitable.

Throughout the pilot, stay transparent with clients. Frame the work as a partnership: "We are testing
an approach designed to give you more predictability while aligning incentives." Clients appreciate
honesty and often become collaborators.

P H AS E  C O M P L E T E  W H E N

You can show real results (profitability data, client feedback, and operational insight) that replace opinion

with evidence.

Phase 4 · Distill: Codify What Works

Distillation is where pilots become systems: experiments turned into repeatable, scalable playbooks
any partner can use. Start by analyzing results. Which models met margin targets? Which earned
strong client feedback? Which were easy to execute without heroic effort? Keep the winners, re‐
design the promising, and retire the rest.

I L L U S T R AT I O N

A firm tests three models: a tiered fixed fee for employment matters, a success fee for litigation, and
a subscription for advisory work. Only the first exceeds both margin and satisfaction goals, so it be‐
comes the foundation for scale.

Document how it works: which matters fit the model, how to scope them, and which pitfalls to avoid.
Create a concise Pricing Playbook with one-page summaries, decision trees, sample pricing lan‐
guage, and engagement templates. Replace complexity with clarity.

Next, equip lawyers with tools. Build simple calculators, intake forms, and dashboards that make the
new models easy to use, and automate wherever possible. Finally, teach it. Run short workshops, re‐
cord demos, and share quick success stories. Confidence comes from repetition and simplicity.

P H AS E  C O M P L E T E  W H E N

Anyone, not just the innovators, can deploy a proven model with confidence and consistency.
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Phase 5 · Drive: Embed and Sustain

Drive is where pricing innovation becomes part of how the firm operates, embedded in workflows,
incentives, and culture so it no longer depends on individual champions.

Start with systems. Integrate pricing tools into intake, billing, and CRM platforms. Make model selec‐
tion a required step when opening new matters, and add dashboards that track realization and prof‐
itability by pricing type.

Then fix incentives. Pricing change fails when compensation punishes efficiency. Reward partners for
margin, realization, and client satisfaction, not just billed hours, and recognize those who improve
results through better pricing decisions.

I L L U S T R AT I O N

A firm moves to a hybrid partner scorecard: 60 percent revenue, 20 percent client retention, and 20
percent strategic contribution, including pricing innovation. Within a year, partners are proposing
new models instead of resisting them.

Build depth through people. Appoint pricing champions in each practice group and train associates
early. Encourage collaboration, storytelling, and learning from client feedback.

Finally, tell the story, internally and externally. Frame pricing as progress, not disruption: "We are not
abandoning the billable hour; we are expanding our toolkit." Publicize wins that link pricing innova‐
tion to client loyalty and firm growth.

P H AS E  C O M P L E T E  W H E N

Pricing is embedded in the firm's language, technology, and compensation. It stops being a project and

becomes part of your identity.

Five Pitfalls to Avoid

Even thoughtful efforts can stall. Watch for these traps:

01 Piloting in isolation

Innovation fails without partner and client buy-in. Co-create; don't impose.

02 Overengineering models

Simplicity wins. If it is hard to explain, no one will use it.

03 Ignoring economics

L AW V I S I O N
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Every model must sustain margin. Good optics don't cover bad math.

04 Skipping feedback

Test assumptions with real clients. They will tell you what works.

05 Treating it as a project

Pricing evolution never ends. Keep learning and refining.

Making the Cycle Continuous

The Pricing Innovation Cycle is iterative, not linear. As you drive adoption, new challenges emerge
that trigger another round of discovery. As client needs evolve, design evolves with them. Each de‐
ployment creates lessons to distill and scale.

Firms that master this rhythm do not react to pricing pressure; they anticipate it. They learn faster
than their competitors, shape market expectations, and attract clients who value transparency and
innovation.

S E C T I O N  0 7  ·  C O N C L U S I O N

Pricing Is Leadership

The question is not whether the billable hour is dying. It is whether firms are willing to
lead pricing into the future.

Time will always have a place in legal economics. But forward-thinking firms are not replacing time;
they are transcending it, designing pricing models that reflect client value, firm strategy, and market
distinction.

Leaders do not need to wait for industry-wide change. The opportunity is local, immediate, and ac‐
tionable. Every client conversation is a pricing opportunity. Every matter is a chance to align value
and price. And every pricing innovation signals to clients, competitors, and your own lawyers that
your firm is evolving.

"Our goal isn't to eliminate the billable hour. It's to make it optional."
MANAGING PARTNER

That is the future of pricing. And it has already begun.
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LawVision
C r eat i n g  C o m p e t i t i ve  A d va n ta g e

A B O U T  L A W V I S I O N

LawVision is a legal industry consulting firm focused on creating competit‐

ive advantage for law firms. We help firm leaders design pricing strategies,

sharpen profitability analytics, and strengthen practice management so

they can compete on value, not just on rates.

Whether you are surfacing the reality beneath your rates, designing your

first value-based models, or embedding pricing into firm strategy and com‐

pensation, we can help you move from habit to design.

Mark L. Medice
Principal, LawVision

mmedice@lawvision.com

412.721.9475 

© 2026 LawVision. All rights reserved. Client examples and illustrations are composites presented for discussion purposes.
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