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How Far We've Come –
How Far We Have to Go
irms have assigned or hired staff dedicated to
the collection efforts, or retained outside
consultants to manage those efforts. And
many have purchased collection software
to track and manage their receivables.

recurring. Or everything that has been set in
place is just paying lip service.

Yet, while we see how far we've come, we
recognize just how much has yet to happen. It's
true that many firms are putting the infrastructure in place, but that infrastructure so often is
not supported by the commitment and the
change in mindset necessary to increase revenue
by effectively managing accounts receivable.Too
often, infrastructure exists in name only; there
are no teeth to the effort. Many firms still suffer
from a backlog of receivables they are not
collecting and are simply not doing enough to
reduce these problems.

(1) Leadership and Governance –

F
As we look back on the
12 years we have been
helping law firms
manage their accounts
receivable, we are
pleased to note the
progress law firms are
making to improve their
accounts receivable
management efforts.

Many law firms have

So often missing amid the sophisticated
infrastructure is the will of the law firm to
understand that managing accounts receivable is
a step-by-step process that requires aging receivables to be closely monitored, managed and
analyzed until payment is made.

already created or are
starting to create an A/R
management infrastructure to enhance their
revenue. As a part of the
infrastructure, firms have
adopted mechanisms to
track their efforts and
have established
reporting systems by
which firm management

It has been awhile, so many may have forgotten
what it feels like, but all indications are that we're
in for some difficult economic times ahead.
Institutional and non-institutional clients alike may
find it hard to keep up with their bills, or simply
choose not to make their law firm's invoices a
priority. The current state of the economy is too
shaky for firms NOT to explore all opportunities
to increase revenue.
Too often law firms take a relaxed attitude in
managing their receivables because they feel the
infrastructure will take care of things. Therefore,
a vicious cycle is perpetuated. Lawyers are not
vigilant in getting their clients to pay. Clients take
advantage of a situation where there are no
clearly defined expectations. The lawyers are
reluctant to press their clients, and so on.

can measure progress.
It is critical that an accounts receivable management infrastructure work on all cylinders
because, unlike other kinds of businesses, the
business of selling legal services does not lend
itself to strict purchase and payment rules. The
accounts receivable infrastructure must manage
complicated transactions and equally complex
business relationships.
So while considerable progress has been made
up to this point, it's time to focus anew on taking
the steps necessary to focus on collecting aging
receivables and preventing problems from

Whatever the size of your firm, going to the
next level requires a focus on four areas:

Determine if you have the appropriate
governance structure in place. Effective receivables management needs to start from the top.
The firm needs to put the right people in leadership positions. They need to have the ability to
tell attorneys to address their collections, and the
will to hold the attorneys accountable for their
inactions (or lack thereof). Demanding real
accountability can be tough, but pursuing
payment of aging receivables is much tougher –
and it greatly reduces the chances of getting
paid. Receivables that are over 120 days have a
50% chance of getting collected; that percentage
drops dramatically as they continue to age.
The harsh reality is that many firms are losing
revenue by giving attorneys too much individual
autonomy in making sure bills get paid. We
wonder when firms will stop tolerating “good
clients” who just don't pay their bills. When are
they going to stop permitting clients to pay
slowly without asking why? When will they start
dictating the terms of payment rather than the
clients?
Additionally, attorneys are given too much
leeway in dealing with their clients during the
first 11 months of the year, only to have their
feet held to the fire during the year-end stretch.
With many firms having millions of dollars well
over 90 days past due, the traditional culture of
forgiveness needs to be replaced with a culture
of high expectations to increase revenue through
better collection efforts throughout the year.
There are no quick fixes in receivables management. Even the best governance structure
cannot quickly collect itself out of collection
problems. This is a roll-up-your-sleeves job that
requires spending time going over collection
efforts for certain balance levels. The right
people must be in place from top to bottom,
people who will devote the necessary time and
perform the requisite follow-through when
working with attorneys who bill.

(2) A Focus on Best Practices –
Direct relationships, frequent contact and an
open dialogue are the most effective way for law
firms to get paid. Quickly determining if a client

