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Early in 2020, as COVID-19 was wreaking its 

initial havoc, Apperio undertook a unique 

study into the legal spending habits of private 

equity (PE) houses. The research revealed that 

senior PE legal leaders were under increasing 

scrutiny to manage huge volumes of legal 

spend and effect reductions in costs – but 

lacked the processes and tools to do so. The 

report highlighted this scenario was creating a 

growing commercial distrust between in-house 

legal leaders and their external counsel. 
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The pandemic has been credited with speeding adoption of new and 

emerging approaches and technologies across many areas of commercial 

practice. As we enter 2021, could the same be true amongst legal leaders 

in the PE world? To find out, Apperio commissioned independent research 

firm Coleman Parkes to survey 160 senior legal stakeholders from PE 

houses in the US and UK. These firms have an average of more than $14 

billion under management across multiple funds - see appendix for a 

more detailed breakdown. The research, completed in December 2020, 

investigated the roles, responsibilities and the reasons why legal spend 

management is proving particularly challenging for PE firms.

So, have commercial practices and attitudes amongst senior PE legal 

stakeholders changed during 2020? In short, the answer is ‘yes’ – there 

has been some positive progress. Senior legal leaders are more focused 

on managing legal spend and they’re actively investigating and adopting 

new processes and tools to help them. However, major challenges 

remain. Senior legal leaders find themselves in a position where they have 

responsibility to manage legal spend, but are hampered by their traditional 

organizational structures and processes, while lacking the real-time tools 

and data in order to do so most effectively.

Distributed accountability is a critical issue. This is causing friction between 

internal legal and finance teams, and damaging the internal reputation of 

PE legal leaders.

2021: the world of PE legal spend
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There are two major challenges facing senior 

legal leaders when it comes to managing 

spend; both are specific to the management of 

private funds. First, the structure of distributed 

accountability in PE firms actively hinders the 

efforts of legal leaders to proactively manage 

legal spend. Second, cost overruns across 

many legal matters have, it appears, become 

the ‘norm’.

This is a critical issue. Accountability for a range of tasks that impact legal 

spend management and efficiency is spread across a range of internal 

functions within PE houses. For example, while nearly two-thirds of PE legal 

teams (62%) are accountable for the selection of preferred law firms, only 

28% claim responsibility for measuring the performance of external counsel 

and just 12% are accountable for analysing budget overruns. Fewer than 

half (46%) are responsible for approving budgets for new legal matters. 

When much of the ability to monitor, analyze and control legal spend sits 

outside of the legal team, how can senior legal leaders reasonably be 

expected to take sole responsibility for this spend?

Distributed accountability
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Fig. 1.   Who, if any, is accountable for the following decisions/actions in your organization?

Legal team Deal team Finance team Operations team Procurement team

Instructing legal counsel

Approving budgets for new legal matters

Tracking costs of ongoing legal matters

Measuring the performance of 
external counsel

Comparing the relative value of 
external counsel

Benchmarking the costs associated 
with legal matters

During a fund raise, monitoring 
spend by limited partners

Retrospective analysis of legal 
budget overruns

Annual/overall external legal
counsel relationship management

Selection of preferred law firms

33% 54% 6% 7%

13% 22% 59% 2%

25% 42% 19% 11%

56% 31% 8% 4% 2%

46% 16% 26% 4% 7%

51% 8% 30% 4% 6%

28% 59% 6% 5% 3%

62% 22% 4% 4% 7%

38% 19% 23% 11% 10%

12% 31% 52% 4%

2%

2%
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There is a fascinating trilateral relationship at play within PE firms between 

the legal, deal and finance teams when it comes to responsibility, 

accountability and control of legal matters.

When it comes to M&A specifically, four in five senior legal leaders say

that deal teams have the authority to select which law firms are used 

during an acquisition [figure 3]. Three quarters (76%) of deal teams are 

incentivized to reduce legal spend during transactions. In the majority of 

cases they review invoices, set performance metrics and agree budgets in 

advance. But still, 84% of PE legal leaders suggest that a lack of live spend 

data might impact deal teams’ ability to make corrective actions and 

reduce overspend.

More than a third (37%) of legal leaders believe that deal teams lack the 

data necessary to drive efficiency improvements. Nearly a third (30%) of 

legal leaders report that the relationship between deal teams and external 

counsel makes it difficult for them to control legal costs.

Fig. 2.    The trilateral relationship between legal, deal and finance teams in PE firms

Legal team - Have legal experience 
but lack the data, analytical skills or 
resources to get involved on every deal.

Deal team - Have the up-to-minute 
numbers and knowledge of individual 
ongoing matters, but lack the bigger 
picture or specific legal experience, 
and fearful of deals failing.

Finance team - Have historical invoice 
data but lack legal experience to spot 
trends and optimize spend.
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These findings suggest that while deal teams may have control of their 

legal spend on any given deal, their narrower world view may be less 

effective in driving cost efficiencies across the board.

The interplay between legal and finance teams is also interesting.

Analysis of legal spend often falls to finance, who are largely responsible 

for retrospective analysis of budget overruns. However, they are unlikely to 

have the inherent legal knowledge required to perform detailed analysis or 

understand what to make of the numbers, beyond the obvious.

Fig. 3.    Thinking about the relationship between deal teams and external counsel, to what extent do you agree with the
following statements:

84%

80%

76%

74%

73%

69%

37%

30%

Having access to live spend data would increase the deal teams’ 
ability to make corrective actions and reduce overspend

Deal teams have the authority to select which law firms 
are used by the PE firm during an acquisition

Deal teams are incentivized to reduce the legal spend 
on their deals

Deal teams review invoices to ensure they are accurate 
and match the work completed for their deals

Deal teams agree KPIs or other performance metrics in 
advance when instructing new matters

Deal teams agree budgets in advance with law firms 
when instructing new matters

Deal teams lack the live data necessary to drive efficiency 
improvements from law firms during the deal-making process

The relationship between deal teams and external 
counsel makes it difficult to control legal costs

% of respondents who strongly agree or agree somewhat
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For example, two apparently-similar deals may have drastically differing 

costs: one may be twice as expensive as another, even in the same 

geography or target company size. Often this can be for good reason 

depending on the scope or complexity of work involved. However, 

CFOs or GCs seeking to make efficiency gains may be unaware of such 

characteristics from the limited invoice details or updates provided by 

law firms. In order to successfully compare apples with apples, further 

granularity is required, originating from the details of matters being 

worked between deal teams and law firms.

We’ll shortly address the thorny issue of budget overruns, but the data 

here is worth further consideration. 

Fig. 4.    Thinking about the relationship between internal legal counsel and finance teams, to what extent do you 
agree with the following statements:

86%

81%

78%

71%

54%

45%

The lack of real-time legal spend data prevents internal legal 
teams from providing accurate forecasts of future legal spend

There is a strong, positive relationship between internal 
legal counsel and the finance team

Cost overruns on external counsel causes friction 
between internal legal and finance teams

Delays in invoicing by external counsel causes friction 
between internal counsel and the finance team

Internal finance teams accept that legal spend invoices 
may be unpredictable

Internal legal teams feel disadvantaged from a lack of 
data to justify the external spend of their department

% of respondents who strongly agree or agree somewhat
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While finance may be aware of the situation, over one third do not accept 

the unpredictable nature of legal spend. Naturally, finance will therefore 

task legal teams with putting measures in place that improve predictability 

in the future. Below, we see how cost overruns are creating friction.

When asked if internal finance teams accept that legal spend invoices may 

be unpredictable, over half (54%) of PE legal leaders said they did. But a 

not-insignificant number - 36% - disagreed with this statement. 

Fig. 5.    Internal finance teams accept that legal spend invoices might be unpredictable.

Somewhat agree

Neither agree nor disagree

Somewhat disagree

Strongly disagree

Strongly agree
8%

28%

11%

38%

16%

36% 54%
disagree agree
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Such distributed accountability is a fundamental problem when attempting 

to control legal spend. It’s tempting to view this as the problem that needs 

solving – re-aligning accountability for these decisions to the ‘correct’ 

function. However, there are many valid operational reasons why this is 

how PE houses operate – agility chief amongst them. And while legal 

spend management is a key issue affecting millions of dollars of annual 

spend, it does not make sense to rewire PE houses to address this issue.

Instead, PE legal leaders have to accept this reality by seeking alternative 

means to gain visibility and exact greater control over legal spend. One 

way of achieving this is to use technology to equip all teams with timely, 

accurate, context-rich data and insights.  

 

Ideally, this data would originate directly from the law firms and internal 

teams interacting with matters on a daily basis. As with Formula One 

racing, where access to real-time telemetry data is used to benefit the 

whole team and not just the drivers, immediate access to live matter and 

spend data can benefit the entire PE firm.

It does not make sense to rewire PE houses to 

address the issue of legal spend management.
“ “
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Cost overruns are a significant problem for senior PE legal leaders. As 

shown in figure 6, these overruns are not restricted to a few isolated areas.

Nearly a third of investment financing, 22% of regulation, 21% of litigation 

and 17% of fund structuring matters always go over budget. Of course, 

there are significant levels of complexity and unpredictability inherent 

in legal work around these areas. However, while this complexity and 

unpredictability is unlikely to improve any time soon, PE legal leaders 

require more exact control over this spend and methods to manage it in 

real-time.  

Today, 81% of legal leaders report strong and positive relationships 

between legal and finance teams [figure 4]. However, over three quarters 

(78%) also report that cost overruns cause friction between legal and 

finance, while seven in ten say that delays in invoicing can further increase 

this friction.

More broadly, 79% of PE legal leaders report that surprise legal bills create 

friction between the legal team and the wider business. These bills often 

come with little warning, or at best a pre-emptive call from the law firm 

partner. They request payment for an unexpected matter, or an amount far 

exceeding the original agreed budget.

As these costs are opaque to the GC until billing, it seems reasonable 

to assume that the reputation of the legal team within the PE house is 

suffering due to challenges with legal spend management. Improving the 

predictability, transparency and control of legal spend will only serve to 

improve the relationship between the legal team and the wider company. 

Cost overruns
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Fig. 6.    Typically, how often do you find the following matters go over agreed budgets:

21%

28%

22%

15%

17%

9%

9%

15%

18%

51%

45%

48%

45%

42%

51%

35%

28%

22%

18%

18%

15%

34%

34%

26%

52%

40%

38%

10%

9%

15%

6%

7%

14%

3%

18%

22%

Never Hardly ever Sometimes Always

Litigation

Investment - Financing

Regulation

Employment

Fund structuring

Investor negotiations

Investment - Due diligence

Investment - M&A

Tax

 % of respondents per category
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The situation is challenging for senior legal 

leaders. We’ve already seen how cost 

overruns, invoicing delays and surprise legal 

bills are impacting relationships between 

legal and other teams and, potentially, the 

reputation of the function internally. However, 

the problems facing senior legal leaders 

in asserting more control over legal spend 

don’t just impact internal legal teams. It has a 

significant impact on their external advisors

as well.

Three quarters (76%) of PE leaders frequently negotiate discounts in 

response to surprise bills. A similar number (74%) are prepared to delay 

payment on legal bills that don’t match their expectations. 72% say they 

regularly challenge individual line items in law firm invoices. 

More control benefits everyone
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The lack of control over legal spend experienced by senior PE legal leaders 

will, in most cases, have a negative financial impact on external law firms. 

Payment for work they have already completed will be subject to write-

downs and delays. There are ways in which advisors can help their clients. 

For example, 79% of PE legal leaders agree that having access to accurate 

accruals data from law firms, before invoices are sent, would reduce the 

surprise of legal bills.

However, PE legal leaders are far from accepting the status quo. At the 

beginning of 2021, there is strong evidence to suggest that many senior 

legal stakeholders are planning to seize the initiative and exact more 

control over legal spend management. 

Fig. 7.    Regarding legal bills, to what extent do you agree with the following statements:

79%

79%

76%

74%

72%

71%

44%

26%

Having access to accurate accruals data from law firms, before 
invoices are sent, would reduce the surprise of legal bills

Surprise legal bills create friction between the legal 
team and the wider business

We frequently negotiate discounts in response to bills 
that came as a surprise

We are prepared to delay payment on our legal bills if 
they do not match our expectations

We regularly challenge individual line items in law 
firm invoices

We have agreed billing guideline restrictions with our law 
firms (e.g. block billing, travel, unbillable activities etc.)

We regularly have to re-plan budgets due to 
unexpected/unexpectedly high legal bills

Our legal spend is not transparent, we are often 
shocked at the size of our legal bills

% of respondents who strongly agree or agree somewhat
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Senior legal stakeholders in the private equity industry perceive a growing 

ability to improve their oversight, and therefore strategic input, without 

needing to implement draconian levels of control and monitoring that 

would hinder the fast-paced, high-throughput nature of their firms.

In the wake of the COVID-19 pandemic, many legal departments 

are seeking to optimize costs by using improved data and analytics 

technologies to improve their spend management.

Apperio’s latest survey confirms the same to be true within PE, with 78% 

of senior legal leaders looking to introduce more robust processes around 

spend, 74% agreeing that optimizing spend is a priority for 2021, and 69% 

ready to use advancements in data and analytics technologies to help 

do so.

Taking control:
how PE legal leaders are responding

74% of senior legal leaders agree that 

optimizing legal spend is a priority for 2021. 
“ “
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Fig. 8.    Views on plans to optimize legal spend

Optimizing our legal spend is a priority for 2021

We will be considering working with alternative 
legal service providers (ALSPs)

We have adopted legal technology services to 
assist with our legal spend management

We will be introducing more robust processes 
to manage spend

Predictability of legal spend is more important 
than an absolute reduction in spend

We will be engaging more with our colleagues 
in procurement

Our legal department are ready to benefit from 
advancements in data and analytics technologies

81%

78%

76%

75%

74%

74%

69%

% of respondents who strongly agree or agree somewhat
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How are they going about this? Eight in ten (81%) are considering working 

with alternative legal service providers. Over three quarters (78%) will be 

introducing more robust processes, while a similar proportion (74%) will be 

engaging more closely with their colleagues in procurement. Interestingly, 

large numbers of respondents are also putting their faith in technology 

to support legal spend management. This is noteworthy because 75% of 

respondents believe that predictability of legal spend is more important 

than an absolute reduction in spend [figure 8], and legal technology 

solutions empower increased predictability.

In 2020, 84% of PE legal leaders admitted to managing their legal spend 

using manually collated data in systems like Excel. The tide is beginning 

to turn, albeit slowly. Today, 75% of respondents use this method, though 

16% are actively scrapping this rather antiquated approach.

Fig. 9.    Which of the following tools do you use to manage your legal spend?

Manual data collection 
(e.g. in Excel)

Generic business intelligence tools
(e.g. PowerBI, Tableau etc.)

Specialised spend management software 
(e.g. Apperio)

In place today Planning to introduce Considering Not considering Scrapping

75%

15%

12%

7%1% 1%

51%

35%

16%

20%

32%

11%

8%

3%

12%

% of respondents per category
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The good news is that, while only 15% of PE 

legal leaders are using specialized legal spend 

management software today, half (51%) are 

planning to introduce these solutions and 20% 

are in the consideration phase. Proactive legal 

spend management practices can facilitate a 

discussion about matters, performance and 

budget before there’s an issue.

Modern, cloud-based software can be used to 

receive data directly from a law firm’s practice 

management system, giving a real-time view of 

matter status and spend. Any impact on budgets 

will be noticed immediately, while ongoing 

visibility of trends will improve the legal team’s 

agility. Such technology is designed to help PE 

legal leaders better manage their relationships 

within the firm, as well as with external advisors.
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This increase in legal spend management sophistication is significant 

because of the visibility and data-driven insights that senior PE legal 

leaders are set to gain. And it’s something they recognize they need. 

Approaching half (45%) of senior PE legal leaders report that their teams 

feel disadvantaged by a lack of data to justify external spend, while 

86% believe that a lack of real-time legal spend data prevents them 

from providing accurate forecasts of such future costs. Legal spend 

management software addresses both problems, while enabling more 

control across many challenges faced by senior PE legal stakeholders.

Nearly nine in ten (88%) legal leaders believe their decision-making ability 

would improve with better visibility on work in progress (WIP) with law 

firms. More than eight in ten (84%) agree that having access to live spend 

data would increase deal teams’ ability to make corrective actions and 

reduce overspend.

Legal spend management –
empowering senior legal leaders

Internal legal teams feel disadvantaged
from a lack of data to justify the external 

spend of their department

The lack of real-time legal spend data 
prevents internal legal teams from providing 

accurate forecasts of future legal spend

Fig. 10.    Visibility of external legal spend data

45% 86%
agree agree
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PE legal leaders can use their knowledge of previous 

matters, similar deals and related issues to spot trends 

and proactively advise their firm with the benefit of 

their legal experience. For example, this can help 

deal teams to select the most appropriate law firms or 

identify alternative courses of action to prevent aborted 

deals and improve their spend efficiency. The key is 

to do this before or during the ongoing matter, when 

corrective actions may be taken to prevent overruns, 

rather than after the fact.

Deal teams ultimately have the power and incentive 

to make changes that will achieve efficiency gains in 

M&A transactions, but they don’t have the benefit of 

oversight and deep legal knowledge to manage this 

alone. Legal teams have this experience and, with 

improved data and analytics, can bring increased 

predictability and value to their firms.

Our decision-making ability would improve 
with better visibility on the work currently in 

progress with law firms

Having access to live spend data would 
increase the deal teams’ ability to make 
corrective actions and reduce overspend

Fig. 11.    Visibility of external legal spend data

88% 84%
agree agree

Legal teams have 

specialist experience 

and, with improved data 

and analytics, can bring 

increased predictability 

and value to their firms.

“

“
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PE legal leaders can use spend data to help their finance colleagues better 

understand, forecast and reduce the necessary costs of external counsel. 

Legal spend management gives legal leaders a real-time view of accrued 

and historical spend which, when combined with their legal expertise, 

enables them to support the finance team’s analysis and enact meaningful 

changes. Where course-correction is not possible to prevent overspend 

on matter budgets, at a minimum the legal and finance teams can be 

forewarned with live cost data, allowing them to revise their forecasts and 

manage internal expectations, weeks ahead of receiving related invoices 

from external advisors.

Legal spend management solutions empower legal leaders to see and 

understand the trends and patterns imperative in managing legal work 

in progress. They help those who specialize in law to make informed 

decisions on their preferred advisor firms, advise on required budgets, 

track ongoing matters, benchmark costs and put in place robust processes 

for instructing outside counsel. They enable legal leaders to support their 

deal teams in real-time without the burden of micro-management, while 

providing more accurate forecasts and predictability to their finance teams.

Improved legal spend management enhances the trilateral relationship 

between legal, finance and deal teams. This helps to improve on the 

successful PE operating model, without attempting to change it by 

centralising spend authority within the legal function. This is of benefit

to all parties in the PE firm, as well as for the law firms they work with.
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The Apperio legal spend management platform is specifically designed for 

in-house legal and finance teams. With ever-increasing scrutiny over how 

investors’ funds are deployed, Apperio helps PE firms to track the ongoing 

costs associated with fundraising, oversee the investment matters currently 

in progress with external firms, improve the predictability and efficiency of 

legal spend, and safeguard regulatory compliance.

Apperio uniquely connects directly to law firms’ practice management 

systems to provide a live view of all matters, including unbilled work-in-

progress and invoiced fees. Unlike e-billing solutions, which only provide 

visibility of invoiced matters that may have a lag of several weeks, Apperio 

provides instant visibility of both historical and unbilled legal spend data.

About Apperio

24 Challenges facing private equity legal leaders in 2021



Apperio aggregates this spend data from multiple law firms and presents 

it for analysis using an intuitive, modern user interface. PE firms may 

customize the platform to suit their firm’s unique needs, including 

categorization of matters by fund, investment stage, fee structure, team

or sector.

Apperio’s modern legal spend management solution is ideal for private 

funds seeking to optimize their legal spend and improve cost transparency 

within their firm. To book a demonstration or find out more, please visit 

info.apperio.com/pe or email info@apperio.com.
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During late 2020 (fieldwork was completed 

in December) independent research firm 

Coleman Parkes surveyed 160 senior legal 

stakeholders in PE houses in the US and UK 

with an average of more than $14 billion 

under management across multiple funds. 

The previous survey was conducted during 

May 2020 amongst 100 senior stakeholders in 

PE houses in the US and UK with an average 

of more than $10 billion under management 

across multiple funds.

Methodology

26 Challenges facing private equity legal leaders in 2021



Appendix

27Challenges facing private equity legal leaders in 2021



Fig. 12.    In which country are you based?

UK US

% of respondents

2 3 4 5 or more

8%

39%

28%
25%

Fig.14.    v

% of respondents

30% 70%

Fig. 13.    What is the value of the assets your firm has under management?

% of respondents

34%

Less than 
$3 billion

Between
$3 billion - $5 billion

Between
$5 billion - $10 billion

Between
$10 billion - $25 billion

Between
$25 billion - $50 billion

More than 
$50 billion

12%
16%

18%
14%

6%
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Fig. 15.    Which of the following best describes your job title?

% of respondents

21%

14% 13% 12% 12% 11% 10%
8%

General 
Counsel

CLO Chief Counsel Senior Legal 
Counsel

Corporate 
Counsel

Principal Legal 
Officer

Deputy General/ 
Associate General 

Counsel

Legal Partner

Fig. 16.    Approximately how much in total in $USD will your organisation spend on external legal counsel in 2020?

% of respondents

19%

43%

24%

14%

Less than $2 million $2 million - $5 million $5 million - $10 million $10 million or more

% of respondents

Between $100 million 
- $250 million

Between $250 million 
- $500 million

Between $500 million - 
$1 billion

More than $1 billion

7%

32%

45%

16%

Fig. 17.    How much would a ‘typical’ transaction size be during an acquisition?
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Contact us

www.apperio.com

Email: info@apperio.com

Tel: +44 (0)20 3778 0024

http://www.apperio.com

