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THE LAW FIRM

KPIl Framework

How Managing Partners Use Utilization & Realization
to Improve Profitability

Many law firms track billable hours. But far fewer understand whether
those hours actually turn into revenue. This guide explains how
managing partners evaluate utilization, realization, and other key
performance indicators (KPIs) to uncover revenue leakage and
improve firm profitability.
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CHAPTER 01

The Hidden Profitability Problem

Why many law firms are busy — but not truly profitable.

Most law firms believe they are measuring performance effectively. They track metrics such as billable hours,
revenue, collections, and accounts receivable. But these metrics often fail to answer the most important leadership
question:

“Is the firm truly profitable — or just busy?"

The challenge lies in how law firms interpret their data. Utilization and realization are often tracked in separate
reports, making it difficult to see how attorney work translates into revenue. Without connecting these metrics,
firms miss critical warning signs.

Common Hidden Problems

= Revenue lost through discounts.
= Inconsistent pricing or discounting across matters.
= Inefficient billing practices that delay cash flow.

= Uneven workload distribution across the attorney team.

Key Insight: Over time, these issues quietly erode profitability — often without firm leadership
realising it until significant revenue has already been lost.
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CHAPTER 02

Utilization vs. Realization

Two metrics that reveal the truth about law firm performance.
At the center of law firm performance analysis are two key metrics that must be understood — and evaluated
together.

Utilization Rate Realization Rate

Measures how much of an attorney's Measures how much recorded work
available time is spent working on billable actually becomes billed.

matters.

Answers: Are attorneys working on Answers: Is the firm capturing the full value of
revenue-generating activities? the work performed?

Formula Formula

Billable Hours + Total Available Hours x Billed Revenue + Recorded Revenue x 100
100

Why These Metrics Must Be Evaluated Together

Utilization reflects effort. Realization reflects value captured. When analyzed together, they reveal whether a law
firm is efficiently converting attorney effort into revenue. A firm can have high utilization but poor realization —
meaning attorneys are working hard but the firm is not capturing that value.

Attorney Performance Comparison
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CHAPTER 03

The Revenue Leakage Gap

How law firms lose revenue without knowing it.
One of the most common and costly patterns in law firm management is the utilization-realization gap — the
difference between hours recorded and revenue actually collected.

The Revenue Leakage Flow

Revenue Leakage Gap

Hours Recorded $4000

After discounts $3400 billed

85% — 15% lost

Across an entire firm, this gap can represent hundreds of thousands of dollars in lost revenue annually — often invisible without the right
analytics.

Common Causes of Revenue Leakage

= Inconsistent pricing policies

Different attorneys discount differently, creating unpredictable revenue.
= Delayed billing cycles

Late invoicing reduces collectability and cash flow.
= Excessive write-downs

Unchecked discounting erodes realized rates over time.

= Poor visibility into adjustments

No dashboard means no early warning system.
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CHAPTER 04

The Law Firm KPI Framework

The three KPI categories high-performing law firms monitor.

01 Productivity 02 Revenue Capture 03 Profitability

Utilization Rate Realization Rate Revenue per Lawyer
Billable Hrs/Matter Discount % Net Profit Margin
Case Cycle Time Avg Billing Rate Net Income/Partner

The Full KPI Reference

What It Measures What It Reveals Target

Benchmark

Utilization Rate % of attorney time on billable Pr(l)d.uctlwty & workload 85— 90%
work efficiency
Realization Rate % of recorded work billed Revenue capture effectiveness 90 - 95%

Discount % Hours/fees discounted before Pricing discipline & scope <8%
billing control
Revenue per Total + att Firm-wid ductivit
P otal revenue + attorney irm-wide productivity Varies by markel
Lawyer headcount benchmark

These KPIs work as a connected system. Productivity metrics feed into revenue capture metrics, which ultimately
determine profitability. Firms that monitor all three categories gain a complete picture of operational and financial
health.
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CHAPTER 05

Why Spreadsheets Fail

Traditional KPI tracking breaks down at scale.
Many firms track KPIs using spreadsheets or exported reports. While these tools store data, they create
compounding problems that become critical as firms grow.

Challenge a Spreadsheets a KPI Dashboard

Report Building Manual, time-consuming Automated & real-time
Trend Visibility Limited — point-in-time Rolling trends & alerts
Attorney . Difficult to compare Side-by-side views
Benchmarking

Revenue Leakage Invisible without merging Surfaced automatically
Decision Speed Days of data prep Instant insights

How Modern Firms Solve This

High-performing law firms use centralized KPI dashboards that integrate data directly from their practice
management systems — providing leadership with real-time visibility into performance without manual effort.
= Visualize utilization and realization trends over rolling time periods
= Compare individual attorneys and practice areas side-by-side
Identify revenue leakage as it happens — not months later

" Make faster, data-backed financial decisions
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CHAPTER 06

From KPIs to Better Decisions

Turning performance data into strategic leadership clarity.
When utilization and realization are evaluated together within a unified KPI framework, managing partners gain the
clarity needed to see exactly how attorney work translates into firm revenue — and where the gaps are.

Improve Billing Discipline

01 Set and enforce consistent billing review cycles to reduce write-downs before
invoices go out.

Reduce Discount

02 Track write-down rates by attorney and matter type to identify coaching
opportunities.

Align Pricing with Value

03 Use realization data to validate whether current fee structures reflect actual value
delivered.

Balance Workloads

04 Utilization data reveals overloaded and underutilized attorneys before burnout or
lost revenue occurs.

Forecast Revenue Accurately

05 Trend data from KPI dashboards enables reliable 90-day and quarterly revenue
forecasting.
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Ready to See Your Firm's KPls in

Action?

Tracking utilization and realization is only the first step. Modern law firms use KPI

dashboards to visualize performance metrics in real time and uncover hidden revenue
gaps.

LawKPlIs helps managing partners track productivity, profitability, and financial
performance in one unified platform — integrated with Clio, MyCase, Lawmatics, and
QuickBooks from day one.

H Book a Free Demo

go.lawkpis.com/book-a-demo

See how your firm's KPls compare.
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