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How to capture more billable time - and become more profitable

Do law firms really know how much billable time (and thus potential profit) they are losing because partners and other fee earners are not fully recording time spent on matters which should properly be billed to clients?

Some managing partners have suggested to me that they may be losing  between 15% and 25% of all time which should be billed to clients which, if correct and reflected across the whole profession, would suggest a large proportion of potential profit is being thrown away.

If however some of that 'lost' billable time can be captured then that can add substantially more profit to the bottom line.

During the course of say an 8-hour office day (many are far longer) it is likely that fee earners will 'lose' at least 30 minutes per day simply by not recording time as they go along. Most of us know how difficult it is if we are working on say a dozen files during the course of a day to remember in detail at the end of the day or even by lunchtime how much time we have spent on each file, unless we record that time as we go along.  

Take for example a firm which has 50 fee earners (including partners) who all appear busy, but whose recorded billable hours do not seem to reflect their apparent workloads.

Assuming that every fee earner has sufficient work, then if each of those fee earners was to record an additional 30 minutes per day of billable time which was then fully recovered, this would be the result:

30 minutes per day X 220 working days pa 

= 110 additional billable hours pa

110 additional billable hours pa X 50 fee earners = 5500 additional billable hours pa

5500 additional billable hours pa X an average charge out rate of say £200 per hour = £1.1M additional profit
Worth doing?

Even if only 15 minutes of additional billable time per day per fee earner as in that example was to be recorded and recovered, that would still produce an additional profit of £550K!   

There are of course many reasons why billable time is not fully recorded and recovered and law firms need to identify these problem areas and remedy them if they are serious about building greater profitability or even just maintaining profitability levels, particularly in a difficult economic climate.

Here are a few ideas to get started:

1. EDUCATE your partners and other fee earners as to WHY they should fully and honestly record all their billable time.

There is I suspect, across the profession a lack of awareness on the part of many lawyers as to why billable time should be fully recorded and the beneficial effect that doing so can have on improving profitability.

In particular, recorded billable time is an important MANAGEMENT TOOL which is needed for the effective and profitable running of a law firm. If billable time is not fully recorded then those responsible for the running of the firm will not have full and reliable financial data upon which to make decisions.
If billable time is not fully recorded then in effect fee earners, from trainees up to partners will be pre-judging what billable time is or is not to be billed to clients, but when it is very often not their decision to make.     

2. Monitor billable time WEEKLY
Partners and other fee earners will usually have billable hours targets but they are often not met – sometimes by a substantial margin - and if this is only noticed at a month end then it is too late to do anything about it for that month. Fee earners’ recorded billable hours need to be frequently monitored on at least a weekly basis to see whether they are achieving what they have agreed to do. Adopting the following suggested practice may help:

- ensure every fee earner completes and submits time records at the latest by 9am on Monday morning, to cover the previous week.

- provide every fee earner with a WEEKLY billable hours target (fee earners can get their minds around weekly hours targets - but monthly targets are more difficult)

- each week let all fee earners who do not achieve their targets know they have a shortfall and ask for an explanation.

Following this discipline can often result  in more billable hours being recorded and will begin to put the spotlight on the problem areas.

3. Compare the level of DAILY recorded billable hours for each fee earner with the hours they spend in the office each day.

This 'utilisation' rate is a vital piece of data if profitability is to be improved.

If a fee earner is in the office for say 8 hours every day but is only recording 4 billable hours per day, then ask the following question:

"What have you been doing during the rest of each day?"

Sometimes the answer will reveal a lack of work; sometimes it will identify non-recording of time for various reasons; often it will reveal a mixture of both.

4. Link fee targets to billable hours targets

In some firms there can be a serious 'disconnect' between billable hours targets and fee targets which are often lower. 

I have often heard fee earners say
"I can easily achieve my fee target, which is all that really matters, but my billable hours target is more difficult"

Billable hours targets are thus often sidelined and they become irrelevant because fee earners are asked only to achieve specific (discounted) fee targets unrelated to billable hours. 
What is the point of asking fee earners to meet billable hours targets if in reality the budget is based upon fee targets which are lower?

How much more profit would law firms make if billable hours targets were to be given priority and were achieved or even exceeded?

5. Record what matters - reduce non billable codes.

What is the point of recording non-billable time if the resulting information is not used for the more efficient and more profitable management of the firm?

Too often non-billable codes such as "administration" and "marketing" become dustbins which are used to pad out the day to hide a lack of work.

If partners and other fee earners have genuine roles and duties which involve spending time which cannot be charged to client matters, they can be given discounts against billable hours targets and that non-billable time can be monitored to see how it is being spent and what results are being achieved.

On the other hand, most fee earners should be spending the greater part of their time on 'fee earning'. 

If non-billable codes can be dispensed with other than for those who have genuine non-billable work to carry out for the firm, then the others, if they are unable to record sufficient billable time each day, will have nowhere to hide!

6. Make it easy to record billable time.

Experience seems to show that the easier it is to record time (particularly with an electronic system) then the more time will be recorded. Likewise the more training fee earners receive on how to use electronic time recording, the more they are likely to use the system to record time.

7. Bill what you record

Finally, even if you succeed in increasing recorded billable hours, you will still need to recover those hours when it comes to billing work in progress. Law firms can so easily write off a great deal of potential profit by not controlling sufficiently tightly the billing process, which results in the recovery rate (sometimes called the realisation rate) being reduced.  
Check how much work in progress you write off each year when matters are billed and then calculate how much more profit say a 5% improvement in your recovery (realisation) rate would produce. You will probably be surprised.

To control the writing-off of work in progress on billing, put in place a write off policy which is tightly controlled centrally and which if managed well can substantially increase profitability. However, a word of caution because if you succeed in improving the recovery (realisation) rate in this way, partners and other fee earners may begin to ‘play the system’ and record less billable time so they will then not have to ask permission to write off time when billing. This will then require even greater pressure to be placed on full recording of time. 

This may seem like an uphill struggle, but with sufficient application and determination, you should ultimately succeed. 
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