


Plaintiff’s Cost to Sue You
Hourly Attorney

The costs involved in suing someone depend primarily on whether the attorney is working on an hourly rate
or a contingency fee. Most, but not all, cases concerning business disputes are handled on an hourly basis.
Typically, these hourly fees range from $100 to $375 per hour. Pursuing a garden variety case to trial can
cost $50,000 to $100,000. In a case of some complexity, the legal fees can easily reach $1 million.

An hourly fee attorney has an economic stake in encouraging the litigation. Since the attorney gets paid his
hourly rate, regardless of the outcome, there is a huge incentive for the attorney to "sell" the case to his
client. The lawyer will encourage the client to sue in order to generate substantial fees for himself. (The
next time you are encouraged by an hourly fee attorney to file a lawsuit, try asking him if he will take the
case on a contingency.)

The attorney’s inherent incentive to litigate discourages early reasonable settlements between the parties.
We have seen again and again in our practice that it is nearly impossible to get an hourly attorney to devote
his attention to an early and reasonable settlement. Instead, the lawyers generally adopt severe and
inflexible negotiating positions while attempting to persuade the client that the other side is unreasonable.
Cases are usually not settled early in the process unless the client is particularly sophisticated and
understands his attorney’s financial interest in pursuing the litigation.

If the case is not settled early, it is almost always settled late—when the client’s resources or patience (or
both) are nearly exhausted. Usually this occurs just prior to trial—affer the client has already spent
substantial sums and he finds out what the additional fees will be if a trial is necessary. At this point, the
attorneys for both sides become reasonable in their demands. Whatever it takes, a settlement is reached at
this point. That is why only about 1 percent of all the lawsuits that are filed ever get to trial.

Several years ago we represented a well-known professional athlete in a case against his former financial
advisor. The financial advisor "sold" our client on a real estate investment by seriously misrepresenting the
important facts about the deal. Our client had lost $100,000 and wanted his money back.

The other side (let’s call him Mr. Jones) was represented by a large prestigious West Coast law firm. The
firm was being paid on an hourly basis, $200 per hour, and we were working on contingency. We made a
demand for $100,000, and the attorney for Mr. Jones offered zero. Despite the fact that we had all of the
evidence on our side and we stood an excellent chance of winning, the other attorney would not budge.

Prior to filing the lawsuit and over a period of several months, we kept talking but no progress was made.
We were puzzled. Mr. Jones had a large and supposedly reputable company which handled investments for
many entertainers and athletes. If we filed our suit, the negative publicity would certainly injure Mr. Jones’
business and reputation. Once we filed our suit, surely all the other investors would also sue. It did not
make any business sense for Mr. Jones to attempt to defend his unwinnable position.

At last, we concluded that Mr. Jones simply did not grasp his legal position. We were sure that his
attorneys were telling him that he had a great case and he should not settle. We figured that he had probably
spent close to $35,000 in legal fees at this point. His attorneys were milking him, and we were forbidden by
the legal rules of ethics from speaking directly to Mr. Jones to let him know what was going on.

We finally decided that the only way to reach Mr. Jones was to have an independent third party to talk
some sense into him. We suggested to Mr. Jones’ lawyer that we mediate the case with a well respected
former judge. Each side would tell its story, and the mediator would evaluate our claims. To our surprise,
Mr. Jones’ lawyer agreed.
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