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Whatever Happened to the Alternative Fee Arrangement? 
Why We Can’t Shake the Billable Hour
Ted G. Hathaway

“Gunfighter’s aren’t paid by the bullet.” 
!"#$%$&'%()"*+,',$-."/010$)0"#22%+$0&

“Alternative fee arrangements are like teenage sex. There’s a lot more 
people talking about it than actually doing it. And those that are doing 

it, don’t really know what they are doing.” 
!"304-."5$6()2+&"78)0+90+
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Birth of the Billable Hour
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The Alternative Fee Arrangement 
@'0%4,$&%&#,02.%,%24,//%-()%>0'=*$>%$(4-#0%
':%5'49,$*#2%,$1%/,=%:*042%",8#%-##$%#G9/'0<
*$>%?@?2%)",)%,))#49)%)'%4'0#%5/'2#/&%,/*>$%
8,/(#%=*)"%90*5#6%!*)"%)"#%0#5#$)%0#5#22*'$.%
*$)#0#2)% *$%?@?2%",2%>0'=$%#8#$%>0#,)#0%,2%
5'49,$*#2%)0&%)'%0#1(5#%5'2)2%,$1%50#,)#%4'0#%
90#1*5),-*/*)&6%

;"#% 8,0*'(2%?@?2% #49/'&#1% 0,$>#% :0'4%
)"#% 8#0&% 2*49/#% )'% )"#% 8#0&% 5'49/#G6%Y$<
:'0)($,)#/&.%$'%2),$1,01%",2%,0*2#$%)'%=,>#%
,$%#::#5)*8#%5",//#$>#%)'%)"#%-*//,-/#%"'(0%,2%
)"#%1'4*$,$)%2),$1,016%;"#%2*49/#2)%?@?2.%
2(5"%,2%:/,)%:##2.%50#,)#%,%0*2+%'$%-')"%2*1#26%
N'$8#02#/&.%)"#%4'0#%5'49/#G%?@?2%0#X(*0#%
4(5"%4'0#%1,),%,$1%0#9'0)*$>%)",)%)"#%-*//,-/#%
"'(0%2&2)#46%%

?11*)*'$,//&.%)"#%$#>')*,)*'$%':%,$%?@?%*2%,%
4(5"%4'0#%5",//#$>*$>%),2+%:'0%-')"%5/*#$)2%
,$1%,))'0$#&2.% #29#5*,//&%'$% )"#% :0'$)% #$16%
?))'0$#&2%,$1%5/*#$)2%$##1%)"#%1,),%$#5#22,0&%
)'% 1#)#04*$#% )"#% "*2)'0*5,/% 5'2)% ':% 5#0),*$%
4,))#02%,$1% )"#%8,/(#% )",)%,$%,))'0$#&%5,$%
-0*$>%)'%,%4,))#06

?$%?@?%0#X(*0#2%,%1#>0##%':% )0,$29,0#$5&%
)",)%5,$%9(2"%5/*#$)2%,$1%,))'0$#&2%'()%':%#,5"%
')"#032%5'4:'0)%O'$#6%R##1/#22%)'%2,&.%?@?2%
5,$%-#%8#0&%1*::*5(/)%)'%$#>')*,)#%($/#22%)"#0#%
*2%,%2*>$*:*5,$)%/#8#/%':%)0(2)%-#)=##$%)"#%5/*#$)%
,$1%,))'0$#&6

@*$,//&.% ,))'0$#&2% )#$1% )'% 8*#=%?@?2%,2% ,%
O#0'%2(4%>,4#6%7:%)"#%5/*#$)%*2%2,8*$>%4'$#&.%
$,)(0,//&%7%=*//%/'2#%4'$#&6%;"*2%9#05#9)*'$%*2%
1(#%*$%/,0>#%9,0)%)'%)"#%=,&%5/*#$)2%,990',5"%
?@?26%Z,$&%5/*#$)2% )#$1%)'%8*#=%?@?%,2%,%
)''/%:'0%D5())*$>%5'2)26F%;"*2%2/,2"%,$1%-(0$%
,990',5"% *44#1*,)#/&% 9()2% ,))'0$#&2% '$%
)"#%1#:#$2*8#%,$1%)"#%$#>')*,)*'$%*2%1''4#1%
-#:'0#%*)%#8#0%>#)2%2),0)#16

;"#% )0()"% *2%?@?2.%="#$% 1'$#% 5'00#5)/&.%

90'8*1#%4,$&% ')"#0% -#$#:*)2% )'% -')"% )"#%
5/*#$)%,$1% )"#%,))'0$#&6%@'0%5/*#$)2.%,%>''1%
?@?%5,$%90'8*1#%90#1*5),-*/*)&.%5'$)0'/%,$1%
8,/(#%,22(0,$5#6%@'0%,))'0$#&2.%?@?2%5,$%
0#2(/)%*$%1##9#0%5/*#$)%0#/,)*'$2"*92.%90#1*5)<
,-/#%*$5'4#.%>0#,)#0%#::*5*#$5*#2%,$1%"*>"#0%
#49/'&##%4'0,/#6%%

Flat Fee Structures
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Results-Based Structures
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