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Law firms, like any other business, need to effectively manage their spending to ensure financial
stability and operational efficiency.

By implementing proper spend management strategies, law firms can benefit from accurate expense
tracking, informed decision-making about budgets, and minimizing errors that could impact the firm’s
bottom line.

In this guide, we’ll explore the importance of business spend management for law firms, effective
spending tracking methods, the components of the spend management process, and the benefits of
automated spend management with law practice management software.

Whether you're a solo practitioner or part of a larger firm, this guide offers valuable insights and
practical tips to optimize your firm’s billing and spending for financial success.

What Is Business Spend Management?

Thomson Reuters defines business spend management for law firms as the process of reviewing,
tracking, analyzing, and reporting on the costs incurred by the firm and its clients.

Benefits of tracking your firm’s spending include:
¢ Increasing your firm’s efficiency
e Knowing where your firm can cut spending

e Saving money, allowing you to operate sustainably

How Do Law Firms Track Spending?

Your law firm could track spending using traditional methods like written logs, spreadsheets, and
paper receipts. These expense tracking methods are inconvenient and prevent your firm from staying
competitive.
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That's why many modern law firms choose practice management software that allows them to stay
organized while avoiding the perils of traditional expense tracking.

Importance of Proper Business Spend Management

Knowing how to track and manage your firm’s spending is essential to its financial stability. Without a
business spend management strategy, you may not be aware that your firm is losing money or
spending too much on the wrong things.

When you implement proper business spend management, your firm will benefit from:

e Accurate expense tracking: Whether you're implementing a new marketing strategy or
paying for any of the dozens of business tools your firm needs to operate, knowing where
your money is going is essential.

¢ Informed decisions about spend/budget: You need to know whether your spending is
paying the return on investment you were expecting. For example, if your firm is dedicating
thousands of dollars to a marketing strategy that isn’t generating a positive return on
investment, you'll know it’s time to try something new. Spend management will alert you if
you're throwing good money after bad.

e Fewer errors: When you don’t have a plan for your firm’s expense tracking, mistakes will
happen. For example, you could forget to consider certain expenses or fail to pay vendors
and suppliers on time. Proper business and spend management allow you to avoid errors that
could significantly impact your firm’s bottom line.

Components of the Business Spend Management Process

With any spend management strategy, you must have a process to collect data and analyze your
firm’s current expenses. The spend management process usually involves:

¢ Collecting spend data: You should determine where your company is spending money.
Consider all expenses, including purchase orders, invoices, payment data, receipts, and any
other information about money your firm spends. You'll also want to consider the costs
associated with suppliers, expenses within each department, and your firm’s spend
categories. Make sure you consider all aspects of your firm’s spending to gain a clear picture
of your current financial situation.

e Use the proper categorization: After you've collected your firm’s spend data and removed
any duplicate or inaccurate information, you can create spend categories. They’ll enable you
to organize your data and develop strategies for saving money or reducing spending. You can
also determine if your firm should adjust the budget in a particular category. Many firms
categorize their spending based on supplier, business unit, or geographic location.

¢ Analyze spending patterns: You should analyze your firm’'s spending history, patterns,



procurement processes, and risk exposure. You can find areas where your firm can improve
your spending habits and save money.

¢ Forecast spend: Now that you know where your company is spending and where you have
opportunities to save, you can implement spend management techniques. By forecasting, you
can estimate ROI and prepare for upcoming expenses. Knowing what's ahead for your firm’s
finances, you can respond to changes and allocate accordingly.

¢ Implement: Once you've researched, categorized your spending, and anticipated future
costs, you can implement your business spend management plan.

* Measure performance: Check in on your firm’s spending regularly to ensure the money you
spend is helping you reach your goals.

How to Implement a Business Spend Management Strategy at Your Firm

Implementing a business spend management strategy doesn’t need to be complicated. The three
steps you should take when implementing your strategy include:

1. Documenting the process: You will want to keep track of all your firm’s expenses and each
step of the spend management process. Consider using a practice management system
with document management capabilities. Keep your important files in one place, and access
them anytime, anywhere.

2. Communicating to staff: Communicate your expectations to your team clearly during the
business spend management process. If they need to keep any documents or share any
information with you, let them know.

3. Using technology: Turning to a practice management software allows your firm to centralize

information and automate spend management. You can simplify the legal billing process, view
accounting reports, and track time and expenses in one system.

Using a well-planned business spend management strategy at your firm keeps everyone on your
team up to date.

What Is Business Spend Management Software for Law Firms?

Business spend management software for law firms allows you to access all your firm’s needs in one
place. Bill4Time’s reporting feature helps you understand how your firm is doing financially to
support your continuous business expansion.

You should choose a practice management software that offers features like:

e Expense tracking: Efficiently organize receipts, record expenses, and customize expense
types for accurate financial management.
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e Spend reports: Simplify tracking and reporting of expenditures, allowing you to gain a clear
overview of your spending patterns.

¢ Budgeting and forecasting: Evaluate your firm’s spending habits, plan for future costs, and
make informed financial decisions

Benefits of Automated Business Spend Management

There are several benefits of using automated business spend management. Some of these
include:

¢ Centralized data: When using an automated system, you can access all the information you

need about your firm’s spending. Your finance department can analyze, budget, and plan
based on this data.

¢ Robust reporting: You can stay in the know about payment history, collections, expenses,
and productivity.

¢ Real-time spend management: Get updated payment reports and view a snapshot of your
firm’s progress on an organized dashboard.

Final Notes on Spend Management for Law Firms

Using automated methods to track and measure spending allows you to optimize your law firm’s
budget. You don’t need to worry about organizing and analyzing paper receipts and documents.
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