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- This reference pack, the first of two, compiles available evidence on the supply of legal services drawn from over 600 

published sources and over 20 individual data sets. This is to provide a summary evidence base on the legal services 

market prior to the impact of Legal Service Act reforms.  This is one of the outputs from the Regulatory Information 

Review (RIR). 

- The main purpose of the Regulatory Information Review, is to support the LSB’s development of a robust evidence 

base, through the collection and analysis of data and information on the legal services market without imposing any 

burden on the industry. The LSB Business Plan commits the LSB to undertake appropriate research to monitor trends 

and develop a set of measures that can track how the market responds to the changes brought about by the Legal 

Services Act. This approach assumes that better informed policy formulation means more effective policy decision 

making and that marshalling evidence increases rationality and justification. We believe that information can be used to 

set the parameters of debate and allow better prioritisation of activity and assessment against the LSB’s Regulatory 

objectives.

- The legal services market covers a wide range of services and different types of service providers. Historically the remit 

of regulators has been confined to specific professions, such that knowledge on a large part of the legal services 

market is virtually nonexistent. Other areas such as consumer preferences, have only come into the scope of the 

regulators in the last three years and historic knowledge gaps are in the process of being understood.

- The findings of the RIR can be used to prioritise research areas over the next few years as the regulatory community  

seeks to understand how the market changes in light of the reforms. This also  allows the regulatory community to seek 

to make the best use of limited research budgets and minimise the regulatory burden on the legal services market. By 

going through this process, we have the means to avoid asking for information in relation to questions that can be 

answered using published information. 
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- This pack presents this evidence against a set of themes and specific questions. Where limited evidence has been found this 

has been included in an attempt to provide some understanding of the issues involved. Where no evidence has been found 

answers to the question have been estimated based on analysis of available data . Where no evidence has been found and 

no data is available to allow estimation, the knowledge gap is specifically highlighted. This is summarised at the end of each 

section, with an overview in the table below.  

- We have utilised a wide range of sources of evidence.  Whilst formal research methodologies provide more valid information 

and conclusions, the paucity of such research requires the use of less formal information sources, in order to attempt to 

understand the legal services market as much as possible. The sources used are referenced throughout and it is for the 

reader to judge the quality of the information source.   

Knowledge Gap 

summary  
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Static market analysis K K L L L L L L

Dynamic market analysis L L U U U U U U

Market Financials L L U U U U U U

Charging E U U U U U U U

Competition U U U U U U U U

-This exercise also highlights the absence of 

industry wide common terminology and the 

inadequacies of existing terminology in describing 

future changes. 

-This exercise has sought to be as comprehensive 

as possible. However it is intended that this should 

be treated as a starting point and something for the 

regulatory community as whole to build on in the 

future. We have published all the outputs of the RIR 

on the LSB website, and will seek to encourage 

others to build on this work in the future to fill the 

gaps in knowledge where possible. 
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- This reference pack draws on over 600 different published sources of information on the legal services market and 

over 20 different data sets, to seek to answer 40 different questions about supply in the legal services market. Given 

this range of inputs, and the desire to demonstrate the full range of information sources used, we have sought to 

improve the navigability of this document in the following ways: 

- Standard presentation  - As set out in the contents pages, this pack is broken down by:

- the 5 themes; 

- Information is presented by questions within each theme; 

- And within each question, analysis of information found by each of the authorised legal 

professions.

- Each theme ends with a summary of knowledge gaps identified by the RIR. 

- Navigation aids - The pack utilises the following to help the user navigate around the document:  

- Diagrams summarising areas of information are presented at the beginning of some sections. A mini version 

with the relevant section highlighted is provided in subsequent slides to reinforce the context. 

- Sources of information 

- References to the sources of information are provided at the bottom of each slide. These are published 

documents, and hyperlinks to their location can be found in the Knowledge Bank, available on the LSB website. 

- Data analysis is drawn from the Data Platform, unless otherwise stated, which is available on the LSB website. 
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1. LSB Knowledge needs – developing a framework 

• Initial RIR activity focused on identifying what the LSBs knowledge needs are 
to provide a framework for classifying information on the legal services 
market and reporting the findings of the RIR. This framework is used in the 
Knowledge Bank and the Map of legal services. 

2. Information Scan of published information 

• Comprehensive scan of over 65 websites to collect and review over 600 
publications on the legal services market. These were classified against the 
LSB knowledge questions using the Knowledge Bank. This is accessible via 
the LSB website. 

3. Information Held survey

• A survey asking each Regulator and Professional Body what information 
they hold, what they are planning to collect, and what information they have 
sought in the past. This is accessible via the LSB website. 

4. Map of legal services 

• Based on an analysis of the data gathered in the previous stages and 
combining population data sets with the findings of surveys this report brings 
together all available information on the legal services market to provide a 
summary of information for the LSB and the wider regulatory community. 



DRAFT

Establishing LSB Knowledge Needs

9

1. Market Hypothesis: 

What will a ‘reformed’ market look like?

23 market based statements, split between Supply and Demand. These were developed via review of 
the pre legislative debate about legal services reform and in conjunction with OFT & MoJ. 

2. Knowledge Need Themes: 

Considering the market hypothesis, what are the general areas of the legal services market we need to 
know more about to test these?

10 themes by Supply & Demand, developed via a review of LSB Business Plan. 

3. Knowledge Questions: 

What are the specific questions we need to answer about the legal services market in order to support  
the delivery of our work programme  over the next 1-2 years? Developed via workshops and survey of 

LSB regulatory managers and associates, providing a lower level of granularity. 

40 specific questions under Supply and 36 specific questions under Demand, mapping into the 10 
Knowledge need themes.
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• As set out above, the LSB knowledge needs map back to a set of hypothesis around what the possible impacts of the 

legal services reforms will be in the longer term. 

• The knowledge need themes identified in this process are used throughout the remainder of this briefing pack, as a 

framework for classifying what information is readily available and identifying the existence of knowledge gaps. 

• The knowledge need themes are set out below: 

• Supply:

• Static market analysis - A snapshot of the makeup of suppliers in the legal services market.

• Dynamic analysis of the market - Elasticity of supply, substitution, barriers to entry & exit and change.  

• Market financials - Legal Service provider profits and costs.

• Charging - How fees are set and what they are.

• Competition - Competition within legal services.

• Demand:

• Understanding consumers - Who consumers of legal services are, and their legal needs.

• Understanding service - What consumers understand by good service.

• Service Preferences - What consumers want from a legal service.

• Cost of services - What it costs to access legal services.

• Elasticity of Demand - How price sensitive consumers of legal services are.

• This report covers Supply. 
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- To maximise the long term value of the RIR, the  sources reviewed to build an 

evidence base were classified in such a way as to be useful for future activity. Hence 

the Knowledge Bank. The Knowledge Bank can be downloaded via the following link:  

http://www.legalservicesboard.org.uk/ . 

- The purpose of undertaking a systematic scan for information on legal services was to 

build a comprehensive as possible evidence base at minimal cost and with no 

additional regulatory burden on the profession. The charts below and table opposite 

show the range of sources used both in timescales, type of source and organisations -

far wider than just the Approved Regulators. However of the 614 sources reviewed to 

date, 74 (12%) were from the Law Society, reflecting the range of research on 

solicitors they have undertaken.  We have made limited use of press articles due to the 

volume of  such reports, mainly using them as a lead to a specific piece of research or 

survey.  

http://www.legalservicesboard.org.uk/
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- Another stream of work in the RIR was to build a data platform covering the whole of the population of authorised 

persons and utilising publicly available sources of data where possible. These sources of data were linked by 

geographical identifier – postcodes, Local Authority codes and Government Office Regions – because postcode is the 

only common data field across the different data sets. 

- The core data sources were the lists of individual members of each profession, held by each of the Approved 

Regulators, and publically available via the ‘Find A Member Service‘ for 2010. These data sets were requested from 

each of the Approved Regulators in July 2010, via face to face meetings and followed up by written requests asking 

for a range of data on location of approved persons, the type of work they undertook, and the type of organisation 

worked for. The final data set was received in November. This information was not provided in full aside from the data 

on Solicitors. The table below summarises the data received. 
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- This provided a total list of 136,556 authorised persons. Following a data cleanse and utilising the postcode and name of 

employer, the different data sets were combined to build a complete picture of the legal services offered at a particular 

access point. This data set provides a snapshot of the legal services profession in England & Wales in 2010. Small 

differences in published figures are accounted for by missing fields in the data provided by the Approved Regulators and the 

assumptions made in the combining the data.

- These authorised persons work at 22,788 different postcodes - 13,824 of these offer legal services to the public. Of these 

(4%) could not be matched to geographical data, with a large number of these being Scottish or Northern Irish postcodes. 

These have been excluded from this analysis. 

- Because it is not recorded for each branch of the profession whether the individual works in house or offers services to the 

public, we are forced to make the following assumption: 

- where a solicitor or a barrister is recorded as working in house, all other authorised persons at that postcode are 

assumed to be working in house, unless the postcode is that of a conveyancing legal practice. Otherwise they are 

assumed to be offering services to the public, the most cautious assumption in relation to regulatory risk. 

- We would expect that this would become increasingly less true in the future. 

- It is recognised that this approach to linking data does not account for situations where more than one organisation is 

located at the same postcode. However analysis of this data suggests this occurs in a maximum of 7% of solicitor 

postcodes. Further this can be distorted by situations where partners at solicitors firms are registered as sole practitioners 

while the firm itself is also registered at the same postcode, which appears to occur in around 0.5% of postcodes. 

- In the absence of further data this is seen as an acceptable data flaw, allowing insight into where authorised persons are 

based, provided it is not forgotten in interpretation.
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- Through utilising postcodes we have been able to map this data against a range of other variables that can enhance our 

understanding of the legal services market. This includes geodemographics and specific indicators of demand, such as 

HMRC data on the volume of property transactions. These are summarised in the table below. 

- We requested data from a wider range of organisations but some did not feel they were able to share this with us. This 

includes information held but not published by the Approved Regulators, identified via a survey of information held. Examples

include anonymised turnover data held by CLC and IPREG on the entities they regulate and the list of cost lawyer trainees.  

- In May 2011, the SRA provided us with an anonymised data set showing entity turnover with diversity profile, with Local 

Authority as opposed to postcode to ensure no individual entity could be identified, meaning that some firms were excluded. 

From this data set we extracted only those records related to legal practices, and used percentage breakdown of turnover 

added up to no more than 105% and no less than 95%. This provided a data set covering 9,156 solicitor firms in legal 

practice – 88% of the total.  

- The Data Platform is published alongside this 

Map on the Legal Services Board website to 

allow for analysis by other stakeholders. The 

data is summarised to Local Authority Level to 

ensure no individual organisation can be 

identified.  

- Other data sources used are referenced 

throughout this analysis.
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legal services market.
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Static market analysis

1. What does supply consist of who’s in it/who does what? How does the 

total Supply breakdown? (reserved & unreserved)
2. What are “high street” services?  How big is this market? 

3. Market Segmentation - What are sensible ways of dividing up the providers?  

4. Can we have a breakdown of work that is reserved/unreserved? 

5. How do we define small, medium, and large legal service providers? 

6. What types of management structure and business models exist in the market?  

7. What is the breakdown of firms in terms of informal partnerships, franchises and legal/non legal entities?

8. What is the diversity of providers by size/profitability? 

9. Can we have providers by type and volume of work? 

10. Can we have a geographical distribution of services? 

11. What is the number of lawyers by service type? 

12. What types of work are undertaken by different law firm staff? 

13. How does the medium of service delivery e.g. F2F, phone, internet breakdown across legal services?

14. What are the gaps in legal services provision by area/type/social demographic?

16
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– Office for National Statistics data shows the UK’s legal industry growing in terms of turnover - 10% between 2003-

2007- with a total turnover of £26bn in 20071. This fell to £24.7bn in 2009. At the same time as showing a 

reduction in the number of solicitor and other legal enterprises, the total number of enterprises increased by 33%. 

This is due to a significant increase in the recorded number of barristers enterprises included in the ONS sample, 

which is likely to be due to changes in sampling methods, show for the 2003-2007 period below. Note that this is 

different to the number of chambers. 

Sources:

1. Office for National Statistics  ANNUAL BUSINESS INQUIRY  Section K - Real estate, renting and business activities 1995-2007  Release Date 16/06/2009 

– Note that no breakdown of this data into England & Wales is currently available. 
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Legal Services in England & Wales
Estimated to be between 267,503 2 and 320,000 3 people employed in legal services 

Unreserved
Unknown number of persons 

offering unreserved services in 
E&W. In excess of 130,000 

people

Legal practice

NFP

E.g.  769 
CABs, 

56 Law 
Centres

For Profit

E.g. –

1,823 
members of 

the Society of 
Will Writers

In House

NFP For Profit

Reserved
136,556 persons authorised to offer reserved services

Legal Practice

108,648 persons authorised to 
offer reserved services 

Solicitors

- 87,270

Barristers

- 11,706

Others -

9,672

In House 

27,908 persons authorised to 
offer reserved services 

Solicitors –
23,311

Barristers -
3,040

Others – 1,557

Sources:

2. Regulating Legal Services: Implications for the advice sector Katherine Dillon - Legal Services Reform, Department for Constitutional Affairs, 2004

3. UK wide figure,  International Financial Services London, Legal Services 2011

4. Figures taken from the Data Platform

4
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– The RIR has found no information on the volume or value of work broken down by whether an activity is reserved or 

unreserved 5. ‘Reserved legal activities are the right to conduct litigation, the right of audience in the courts, certain 

probate services (the right to draw or prepare any papers on which to found or oppose a grant of probate, or a grant of 

letters of administration), conveyancing and the preparation of certain other documents, notarial services, and acting as 

a commissioner for oaths.  Therefore the distinction is made between authorised and non authorised persons. The 

provision of immigration advice and services while not reserved is currently regulated by the Office of the Immigration 

Services Commissioner under Part 5 of the Immigration and Asylum Act 1999.

Sources:

5. Estimates for individual consumers can be found in Baseline Survey to assess the impacts of reform, Ministry of Justice  2010
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Right to conduct litigation X X X X X X

Right of audience in the courts X X X X X X

Probate services specifically to found or oppose a grant of 

probate, or a grant of letters of administration

X X X

Reserved Instrument Activities X X X X X X

Notarial services X

Acting as a commissioner for oaths X X X X X X X X
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– A  further distinction is made between those working in a Legal Practice and those working In House: 

• Legal Practice means an organisation that offers legal services to the public. The organisation could employ any one 

or more of the different types of authorised persons, along with a range of other non authorised employees. 

• In House refers to a situation where an authorised person is employed to provide services to their employer. This is 

wider than the TLS Commerce & Industry grouping. This distinction is made to reflect the different regulatory risk 

associated with individuals offering services to the public as opposed to their employer. 

– A distinction is also made between the different professions, but recognising that solicitors represent over 80% of authorised 

persons, links between the professions are also made. The proportion of each of the professions working at an office where 

solicitors are employed is shown in the table below6, with the figures derived based on the assumptions in the Data Platform.  

– As can be seen a large proportion of Legal Executives work in the same offices as solicitors, with an estimated 4,216 

working in legal practices with solicitors and 947 working in house with solicitors. This falls to 14% for Cost Lawyers.  

Sources:

6. Figures from the Data Platform



DRAFT

Supply breakdown:

Reserved – In house – solicitors – 17% of authorised 
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– In House solicitors are also referred to as General Counsel or Corporate Counsel.  

They are employed in a range of organisations to undertake a range of activities.

– General Counsel are employed to do a range of activities including company secretarial work, managing external 

counsel, acting as a “cheap” alternative to external counsel, drafting and negotiating commercial terms, dealing with 

employment issues, giving compliance advice and training, identifying and avoiding risk, structuring deals, managing 

brands, managing disputes, mergers and disposals, or were involved in industry-specific activities, such as 

structuring investment products7.

– 33% of General Counsel worked in the financial sector, with 10% working in the service sector, 6% in Manufacturing 

and 6% in Retail. One-fifth of Corporate Counsel respondents worked in FTSE100 and FTSE 250 companies 

combined and over half of Corporate Counsel (55%) worked in commercial organisations which were not listed on 

the official stock exchange. 8 This indicates that smaller organisation are less likely to have in house counsel. 

– Average earnings have been found to be higher than assistant and associate solicitors in private practice, but not as 

high as partners. As might be expected, earnings vary significantly by location – with higher salaries in London, 

position within the organisation, Post Qualification Experience (PQE), the amount of hours worked, sector, and 

gender, with women found to earn 7.8% less than men8.

– 39.5% of all In house counsel are employed in London9.

Sources:

7. From in-house lawyer to business counsel - A survey and discussion paper by Nabarro LLP 2010

8. Corporate counsel – a profile Law Society 2008 

9. Figures from the Data Platform
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Reserved – Legal Practice – solicitors – 64% of 

authorised persons  (1)
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– The number of legal practices has grown over time as has 

the number of solicitors working in legal practices. 

– The SRA reports that: 

• During  2010/11 – 1,148 new firms opened and 577 

firms closed12. 

• During 2009/10 - 1,214 new firms opened and 534 

firms closed13.

– This suggests that for the past 2 years, for every firm that 

closed just over 2 new firms opened.  

Sources:

10. Trends in the Solicitors Profession, Annual Statistical reports 2004-2010, The Law Society

11. See eLawyering for a Competitive Advantage – How to Earn Legal Fees While You Sleep, Richard S. Granat, Esq.

12. SRA Summary of Performance Measures and Statistics March 2010 

13. SRA Summary of Performance Measures and Statistics March 2011

– Solicitors in legal practice, also termed private practice,   

operate in a highly fragmented market historically 

organised in partnerships and analysed by size of 

partnership. 

– While sole practitioner legal practices account for 39% of 

the total number of Legal Practices, they only account for 

8%  of all solicitors at legal practices. Practices with over 

25 partners account for just 2% of the total number of 

legal practices but 42% of all solicitors10. Similar

fragmentation exists in the US11.
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Reserved – Legal Practice – solicitors – 64% of 

authorised persons  (2)

23Sources:

14. Trends in the Solicitors Profession, Annual Statistical reports 2004-2010, The Law Society

– While the total number of firms has grown, 

over time, there has been a reduction in the 

number of Sole Practitioners. Note that 

Sole Practitioner in relation to solicitors, is 

used to mean sole owner. Sole 

Practitioners often employ other solicitors, 

or other types of fee earners. 

– The largest increase has come in the 

number of  2-4 partner firms, growing from 

40% in 2004, to 46% in 2010 – the exact 

drop in the percentage of Sole 

Practitioners. 

– It is unclear to what extent this is due to 

mergers of sole practitioners into 

partnerships of 2 or more, if at all. 

– However, the number of larger firms, those 

with more than 4 partners, remains  

relatively constant over time, accounting for  

between 13-15% of all firms each year.

– Based on published data we are unable to distinguish between equity 

partners and salaried partners. However over two fifths of solicitors 

are partners in some form, with 36.3% of all solicitors in private 

practice being  partners and 4.6% of all solicitors being sole 

practitioners. This was 38.3% and 5.4% in 2007. 
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Reserved – Legal Practice – solicitors – 64% of 

authorised persons  (3)

– Size and Legal Aid

– The Law Society reported that as at 31 July 

2007 there were 3,151 private practice firms 

undertaking legal aid work in England and 

Wales: 

• Small firms (sole practice and 2–4 

partners) represent 79.3% of all firms at 

which legal aid work is undertaken.

• Medium-size firms (5–10 and 11–25 

partners) represent 19.8% of all firms at 

which legal aid work was undertaken. 

• Large firms (26 or more partners) 

represent 0.9% of all firms at which legal 

aid work was undertaken15.

– 31% of all firms undertake legal aid and the 

profile by size of partnership is very different 

to the market as whole. An analysis of SRA 

turnover data from 2010 suggests a greater 

proportion of legal aid firms are 2-4 partners, 

51% compared to 38%.  

– Size and City of London

– By far the largest proportion of solicitors and 

legal practices are based in London. 91 of the 155 legal practices 

with 26 or more partners have their head offices in London 17.

The largest 10 of these firms employ 7,473 solicitors or 0.1% of 

firms employ 9% of all those working in private practice. London 

is an international centre for law practices with over 200 foreign 

law firms having offices in London. The large London law firms 

tend to operate on an international basis, exporting legal services 

across the world.

24Sources:

15. Legal Aid work and the solicitors profession. The Law Society 2007

16. Trends in the Solicitors Profession, ASR, TLS 2010

17. Legal Services - City Business Series, International Financial Services London, 2011
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Sources:

18. Figures from the Data Platform

19. Legal Services, International Financial Services London, 2011

– The tables opposite show the 

regional breakdown of the 

location of different types of 

authorised persons, with the 

top table showing the figures 

for all authorised persons, 

and the bottom table showing  

the figures for those 

authorised persons working at 

the same location as 

solicitors offering legal 

services to the public18.

– Unsurprisingly London 

dominates all professions.  

However the regional spread 

of conveyancers and legal  

executives is far more 

balanced when compared to 

the other professions. 

– Authorised persons do 

operate overseas, with 

around 6000 solicitors 

working abroad19.    
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Sources:

20. Figures from the Data Platform

– London has the largest 

concentration of 

authorised  persons in all 

categories of work. For 

example  52% of 

authorised persons 

offering Finance & 

Business services are 

based in London, 

compared to just 2% in 

Newcastle 20 .

– However, there is a high 

concentration of 

authorised persons 

offering Accident or 

Injury services in 

Manchester.   

– As would be expected, postcode areas classified as Urban & London have the largest 

concentration of authorised persons. There is some difference between different types of 

authorised person, with 32% of conveyancers based in Rural or Suburban areas, compared to 

13% of solicitors 20 .
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21. Full impact assessment - Higher rights of audience qualification, SRA, 2009, 

22. Big Bang Report: Opportunities and threats in the new legal services market, Jures 2010

23. Final Impact Assessment of Family Legal Aid Funding from 2010 - A Consultation Response, Legal Services Commission, 2009

– Advocacy covers a wide range of activity before the courts, 

and at the lower courts, where the majority of cases are 

heard, is undertaken by solicitors without additional 

qualifications. 

– An expansion in the rights of audience from the lower courts, 

to allow solicitor advocates and ILEX advocates rights 

audience at the higher courts where historically only barristers 

were allowed to conduct paid advocacy, means there have 

already been some changes in supply though these appear to 

be limited. As of 2009, there were only 4,995 solicitors with 

the higher rights of audience qualification rising to 5,449 in  

2010 - 5% of the total number of practising solicitors.21

– Aside from situations of Direct Access the solicitor determines 

when to refer work to a barrister or other advocate. Some 

commentators believe frequency of referring work to barristers 

is affected by the size of firm, with larger firms keeping more 

advocacy in house than previously. For example at a large 

legal aid firm:  Over half of TV Edwards turnover comes from 

defence work and 15 out of 40 fee earners have higher rights 

of audience, including three barristers, and 80% of advocacy 

work is handled in house ‘22.

– The RIR found limited information 

on frequency of use of barristers by legal practices . 

– Research undertaken by Ernst and Young looking 

specifically at family legal aid work found that:

– ‘Solicitors tend to instruct many different barristers. 

For instance, 49% of solicitors’ practices, which in 

2007/8 billed five cases that required an involvement 

of independent barrister, instructed five different 

barristers, and 31% of them instructed four different 

ones. It seems therefore that solicitors can choose 

between many different barristers and one barrister 

may substitute for another one if needed.

– Currently self-employed barristers are used in just 

over one third of cases with proceedings in court

– Between 2003-08 there was an increase in both the 

number of barristers and total number of hearings 

billed which results in stable average number of 

hearings undertaken per barrister. 23
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Sources:

24. HMCTS Judicial & Court Statistics 2010

25. Lord Carter's review of legal aid procurement 2006

– The table below shows the volume associated with each tier of court, alongside the rights of audience 

for each of the main types of advocate. Cost Lawyers and Patent & Trademark Attorneys have specific rights 

of audience in their respective areas, but the RIR has not found any published information on the volume of 

these types of hearings. 

– This suggest the limits on rights of audience mean that just 1.6% of the volume of work24 is limited to 16% of 

all authorised advocates, with the majority open to other types of advocates, e.g. Solicitors without higher 

rights of audience. However a higher tier of courts is associated with more complex cases, which are a likely 

to be of higher value. For example in criminal legal aid over half of expenditure goes on cases in the Crown 

Court25.



DRAFT

Supply breakdown:

Reserved – Unauthorised staff (1)

29Sources:

26. SRA Entity Turnover Data 2010

– The RIR found limited information on the use of trained but not authorised staff in solicitors legal 

practice.

– SRA records show that 9,156  solicitors practices employ 119,385 fee earners,  47,594 (40%) of which are not 

solicitors26. It is not known how many of these are authorised persons. The table below compares the regional 

distribution of the proportion of non solicitor fee earners and solicitor fee earners at solicitor legal practices. 

– This shows a greater proportionate use of non-solicitor fee earners compared to solicitor fee earners in Leeds, at 

firms with 2 to 25 partners and a high proportionate use of non solicitor fee earners for sole practitioner firms in 

Cambridge. This compares to a higher proportionate use of solicitor fee earners in London. 
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Sources:

27. Background Briefing about Paralegals, Institute of Paralegals, 2010

28. Benchmarking the supply of legal services by city law firms, CRA, 2011

– The Institute of Paralegals website states ‘no records are kept of how many paralegals are employed 

within solicitors’ firms. Our best estimate is somewhere between 35,000 – 40,000, i.e. circa 44% of all fee-

earners in solicitors’ firms’ 27.

- The RIR found no data on where paralegals are employed and the types of work they undertake. However 

one report based on 21 interviews with City solicitor law firms observed that: Paralegals are often used in 

areas of work which are very time intensive but relatively standardised. For example the proportion of fee 

earning staff that are paralegals would usually be somewhat higher than in other areas. This is because 

litigation work often has a greater need for document processing such as reviewing large volumes of client 

documents which is time intensive but does not necessarily require as much expertise as other areas of work. 

The report found the use of paralegals was quite common across all types of City solicitor law firms28.      



DRAFT

Supply breakdown:

Reserved: Not for profit organisations employing 

solicitors  

31

– 498 of the 87,211 solicitors who work in Legal Practices are recorded as working at Advice services29.

These cover organisations such as Citizens Advice Bureau's, Law Centres, and Community Legal Advice Centres.  

They provide services free at the point of delivery for their clients, and are funded by legal aid, local authorities, 

and other charities. Traditionally these organisations deliver services in Social Welfare Law.  The RIR has found 

no information on whether other authorised persons are employed in NfP organisations. These are defined as 

Special Bodies by the Legal Services Act30. 

– While representing less than 1% of all authorised persons, they are a key part of the wider advice sector, which is 

itself a major element of unreserved legal services. Because of the Entity Regulation approach taken by the SRA, 

the organisations in which these solicitors work fall within the regulatory sphere.  

– The reasons for these organisations to employ solicitors were set out by Citizens Advice 31 as being: 

 to provide extra capacity, 

 to extend the range of work you are able to deal with reduce the need to refer clients elsewhere 

 are ‘authorised litigators’ and so entitled to conduct litigation (court cases) on behalf of clients. This includes 

both taking and defending proceedings. 

 access a potential source of extra income, from legal aid certificated work and costs recovered from the 

’other side’ in litigation  

 contribute to supervision and training  

 can comment on new and forthcoming legislation and enhance the contribution bureau can make to social 

policy work 

Sources:

29. Figures from the Data Platform

30. see s106, Part 5, Legal Services Act 2007

31. Employing solicitors in Citizens Advice Bureaux, Legal Services information note 114,Citizens Advice 2008
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– As of the start of 2010 the Bar 

comprised 15,300 barristers of whom 

12,250 were self-employed and 3,050 

were employed. In addition there are 

about 5,000 barristers falling into the 

categories of non- practising (circa 

3,600) and overseas or retired (circa 

1,400)32. 

– The story of the past six years for the 

Bar is one of growth. The average 

annualised percentage increase over 

the last five years was 0.8%. The 

corresponding average annualised 

percentage increase for the employed 

Bar was 1.9%33. 

Sources:

32. The Future of the Bar by Nicholas Green QC, June 2010

33 Bar Barometer Trends in the Profile of the Bar, BSB 2011

34. Page 30 Challenges and Choices; The Bar in Flux, Jomati Consultants LLP 

– Research by Jomati consultants suggests a long terms consolidation of chambers: today there are on average 35 

barristers per set compared to 21 per set in 1995 – or a 67% increase in size. The overall driver of this 

consolidation has been economies of scale. Although some of the growth has also come from barristers moving 

individually to sets that provide a better platform for their practice34.

– The RIR found limited published information on the range and volume of work undertaken by barristers. 
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– Of the12,000 self employed barristers, 2,661 (22%) are members of the Direct Access Scheme35.  

This has been in operation since 2004 and allows barristers to provide services to the public without 

being instructed by a solicitor, effectively removing a barrier to work for the Bar. Licensed Access refers to work 

undertaken for professional clients or organisations. Direct Access refers to work undertaken directly for lay clients. 

In both cases the client is responsible for undertaking a range of activities that traditionally the solicitor would have 

undertaken.

– However it has been suggested that this should not be seen as competition with solicitors: ‘Of all the Public Access 

work I receive direct from clients for the purposes of advice and drafting, about half finds its way back to solicitors 

at some point. That is because I send it to them. I have to send it to solicitors. I cannot conduct litigation. I cannot 

interview witnesses. I cannot make disclosure. I cannot go on the court record. I cannot pay court fees. And I 

cannot issue process’ 36.

– Indeed published guidance for clients emphasises the differences between the two professions based on activities 

undertaken:

• “First the different service offered: Barristers are trained as specialist advisers and advocates. This means 

that they become involved where expert legal advice is needed, where documents need to be drafted for 

their clients to use, or for advocacy (presenting a case in court or before some other tribunal or 

organisation).Solicitors also give advice to and draft documents for their clients to use or may instruct a 

barrister to provide this service. Some solicitors also provide advocacy services to their clients, although 

many prefer to instruct a barrister to do this.

• By law, barristers are not able to provide some of the services that solicitors offer. On the other hand, some 

solicitors do not themselves provide advocacy services. At present only a solicitor may conduct litigation and 

take the formal steps that are necessary to progress and action. Your barrister will advise you if he or she 

considers that anything you want done is something that only a solicitor can provide”37.
Sources:

35.  The Public Access Directory, Bar  Council website 2011. 

36. 8th January 2009, Law Society Gazette, http://www.lawgazette.co.uk/opinion/comment/the-bar-public-access-scheme-good-solicitors

37. The Public Access Scheme - Guidance for Lay Clients, Bar Council website 2010

http://www.lawgazette.co.uk/opinion/comment/the-bar-public-access-scheme-good-solicitors
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– A distinction is also made with regard to Licensed Access:

– “Licensed access recognises that there are significant areas of work in which the traditional two 

layered legal system in which the Bar insists that only a solicitor can refer work to it may unnecessarily increase the 

costs which the client is required to bear.  Licensed access seeks to highlight the fields of practice in which barristers 

are positioned to provide specialised advisory and advocacy services on a competitive and cost effective basis 

without the intervention of a solicitor” 38.

Sources:

38. Licensed Access Guidance - handbook for chambers, Bar Council, 2010

39. Application for approval by the LSB- Amendments to the regulatory arrangements in respect of the application of the Public Access scheme: Annex 6 - Summary of 

Responses to the Public Access Rules Questionnaires, Bar Standards Board 2010

40. The Public Access Directory, Bar Council website accessed May 2011

– A survey by the BSB found that the numbers of 

cases taken on varied greatly: “the most common 

situation seemed to be for chambers where 1-4 

members had taken on 1-4 cases, then around the 

8-10 members, 8-10 cases mark. A small number 

of sole practitioners had also taken on Public 

Access work.

– In the case of Public Access practitioners, the 

most common situation was for Public Access 

work to take up 5% or less of the total workload 

over the past year. This usually involved less than 

10 cases over the year. The second largest group 

was the 5-10% group, where less than 10 cases 

were the norm. Only a few practitioners had taken 

on large numbers of cases”39.

40
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– The ‘others’ grouping  in the supply graph above is comprised of the range of other authorised 

persons. These are considered by profession below.  Each profession, to differing extents, 

has some overlap with solicitors in terms of the services they provide either as competitor or 

colleague. 

– Legal Executives: 

– Using the Data Platform, in 2010, there were 7,129 fully qualified Legal Executives, also known as Fellows. Of these  

4,216 (59%) work in legal practices with solicitors, and 947 (13%) work in house with solicitors. It is not clear where the 

remaining 28% are employed, but they are assumed to offer services to the public41. This compares to IPS member 

research which estimates that 2% of fully qualified Legal Executives work as sole traders42. 

– A Legal Executive lawyer is able to undertake all work that may be undertaken by a solicitor under the supervision of the 

solicitor, currently subject to specific rights of audience limitations. However a Legal Executive lawyer who has 

successfully completed and passed the advocacy skills course and evidence test may apply to ILEX for the relevant rights 

of audience certificate. ILEX is then able to award the rights of audience under the prescribed certificate.  

– Legal Executives can act as Commissioners for Oaths, claims managers, immigration and asylum services, and give 

advice on compromise agreements. Additionally Legal Executives of three years’ good standing can sign client account 

cheques drawn on their principals’ client account.

– Legal Executive lawyers employed by Local Authorities or Housing Management Organisations (exercising Local Authority 

Housing functions) can also exercise certain rights of audience in the magistrates’ courts and county courts acting on 

behalf of their local authority or housing management employer along with other employees. Legal Executive lawyers are 

categorised as conveyancers for certain purposes under the Land Registration Rules and in most cases may sign transfer 

deeds on behalf of their employers in conveyancing transactions43.

Sources:

41. Figures from the Data Platform

42. IPS survey response, The Smaller Approved Regulators, Nick Smedley, 2011 

43. What Legal Executives do , ILEX website 2010
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– Notaries & Scriveners: Using the Data Platform, in 2010, there were 881 Notaries & Scriveners.  

Scriveners are Notaries who specialise in foreign language service.  Of  these 653 (74%) work in legal 

practices with solicitors, and 16 (2%) work in house with solicitors. It is not clear where the remaining 24% are 

employed but they are assumed to offer services to the public 44. 

They are authorised to undertake notarial activities, conveyancing, and administer probate. It is likely that 

some of these notaries are also solicitors but the RIR has found no data that can confirm who these 

individuals are.  

- The Faculty Office estimates that at least 80% of Notaries are also regulated by the SRA, and 1% by BSB45.

- The number of Practising Certificates issued to Notaries 2010/11 – 876.

- Deduct:

- Scrivener Notaries 30

- Dual Regulated Solicitor Notaries 676

- Non-Solicitor Notaries 170

- Of the 170 Non-Solicitor Notaries 28 hold Clients money.

- My assumption is therefore that out of our total number of General Notaries, 28 carry out conveyancing and 

probate because they hold Client money46.

Sources:

44. Figures from the Data Platform

45. Faculty Office survey response, The Smaller Approved Regulators, Nick Smedley, 2011

46. Secretary’s In Tray – Christopher Vaughan, The Notaries Society Conference,  2011
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– Licensed Conveyancers: Using CLC entity data, in 2011, there were 1,107 licensed conveyancers. 

Of these, the majority work in  solicitors legal practices, as shown in the table below47. 5% of licensed 

conveyancers offer probate services48. The CLC regulate 215 entities, 49% of which are sole traders, 17% 

partnerships, and 32% limited companies49. This is reflected in the low average number of conveyancers per 

conveyancing legal practice, at just 1.8.  

– CLC  state that “Our regulated community currently comprises an estimated 10-15% of the residential conveyancing 

market share” 51. Research in 2007 found that approximately 95% of the whole market for conveyancing - residential 

and commercial - is accounted for by solicitors, with licensed conveyancers accounting for the remaining 5%52.It is 

estimated that this was also 5% in 2009/10 based on the volume of  conveyancing transactions53. This compares to 4% 

of survey respondents in individual consumer complaints research reporting having used conveyancer services54, and 

1% in other consumer research55. 
Sources:

47. CLC entity data

48. Figures from the Data Platform

49. CLC survey response, The Smaller Approved Regulators, Nick Smedley, 2011 

50.  Annual Report and Financial Statements for the year ended 31st December 2009, Council for Licensed Conveyancers 2010

51. CLC Licensing Authority Application February 2011, Legal Services Board 2011

52. Centre of European Law and Politics Report on the Conveyancing Services Market to DG Competition Conveyancing Report - December 2007

53. Combining Land Registry Conveyancing Applicant data 2009/10 with Data Platform

54. First Tier Complaints Handling, You Gov, Legal Services Board 2011

55. Baseline survey to assess the impact of legal services reform, Ministry of Justice, 2010 

50



DRAFT

Supply breakdown:

Patent and Trademark Attorneys (1)

38

– Patent Attorneys: In 2010, there were 1,703 Patent Attorneys. Of these 295 (17%) work in legal 

practices with solicitors, and 357 (21%) work in house with solicitors. It is not clear where the 

remaining 62% are employed but they are assumed to offer services to the public through non solicitor Intellectual 

property legal practices56. Patent agents are a separate profession and are not authorised to provide reserved activities. 

– Trade Mark Attorneys: In 2010, there were 753 Trademark Attorneys. Of these only 172 (23%) work in legal practices 

with solicitors and 108 (14%) work in house with solicitors. It is not clear where the remaining 63% are employed but 

they are assumed to offer services to the public through non solicitor Intellectual property legal practices57. 

– Trade mark attorneys are professional advisers on a wide range of trade mark issues. They also advise on designs and 

copyright Trade mark attorneys will be involved at an early stage in advising on the legal aspects of the marketing of 

new goods or services and their introduction into the market place58. Trademark agents are a separate profession and 

are not authorised to provide reserved activities. 

– The RIR has found no information on the split of the volume of work between agents and attorneys in this area. 

– Both Patent and Trademark attorneys are regulated by IPREG. Their records indicate that 358 individuals are dual 

registered and both Patent and Trademark attorneys – and hence double counted in the figures above.  IPREG also 

regulate 170 entities who deliver Patent and Trademark services59.

Sources:

56. Figures from the Data Platform

57. Trademarks: a career in trade marks, ITMA, 2010

58. Data from Intellectual Property Office reported at Postcode Area level

59. IPREG survey response , The Smaller Approved Regulators, Nick Smedley, 2011
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– Research looking specifically at Intellectual Property has found a wide range of possible 

advice sources – reserved and unreserved. 

– A survey60 shows that over 70% of firms sought advice about Intellectual Property Rights. This percentage fell as 

firms got smaller, with firms with 50–249 employees only 43% has sought legal advice to 25% for firms with 10–49 

employees, and for micro-enterprises with fewer employees the figure was only 20% .

– The source of advice varied by size: Large companies obtained advice mainly from external patent or trade mark 

attorneys or external solicitors and to a lesser extent from such staff in-house. SMEs had greater reliance on the 

patent office than on in-house sources. Micro-enterprises relied predominantly on advice from solicitors, the patent 

office and external patent and trade mark attorneys and in particular from a range of ‘other’ sources of advice that 

other firms tended not to use.

– The sources of advice identified were: the UK Intellectual Property Office, external patent/trade mark attorneys, in-

house patent/trade mark attorneys, external solicitors, in-house solicitors, licensing consultants, or ‘other’ sources. 

Those firms using ‘other’ sources of advice, were mainly small or micro-firms. Other sources  were mainly industry 

associations. 

– Clearly the distinctions made between reserved and unreserved do mark a barrier to who can offer services, but 

say nothing about the nature of competition. 

Sources:

60. Intermediation of intellectual property awareness, ACCA, 2009
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– In 2010, there were 296 Cost Lawyers. Of these only 36 (12%) work in legal  practices with 

solicitors, and  5(2%) work in house with solicitors. It is not clear where the remaining 86% are 

employed but they are assumed to offer services to the public through non solicitor legal practices61.

CLSB estimate that 34% of cost lawyers work in house62.

– Cost Lawyers have the widest rights of all law costs draftsmen. Law costs draftsmen are concerned with all aspects of 

solicitors’ costs that are controlled by both statute and common law. They are concerned with costs relating to all areas of 

the law and deal with every conceivable type of legal matter that touches upon the subject of costs. The three main areas 

in which law costs draftsmen may become involved are: 

1. Solicitor and client costs - In a dispute over costs a law costs draftsman may be instructed to prepare a detailed bill 

of costs for assessment, to advise on law and procedure and subsequently, if instructed by a solicitor or a litigant, to 

argue in support or to oppose the bill.  

2. Public Funded (legal aid) costs: where a solicitor is representing a publicly-funded client, a detailed bill is usually 

required to be assessed. If an amount has been disallowed in respect of which the solicitor wishes to object, an 

appointment can be obtained and the matter argued at a hearing.  In criminal cases, the objections to an amount 

disallowed are usually made in writing and, often, a law costs draftsman will be instructed to prepare the written 

submissions

3. Costs payable between parties:  the unsuccessful litigant is usually ordered to pay the successful litigant’s costs and 

if those costs cannot be agreed, a detailed bill is prepared and served63.

- The opportunity cost benefits of using law costs draftsmen is summarised by Citizens Advice guidance: “Paying a Law 

Costs Draftsmen can be well worth the investment as they will get better value out of a file (assuming it is in reasonable 

order) and it eliminates the log jam of waiting for a busy solicitor to bill the file which is bad for cash flow. The costs 

incurred by a draftsman can usually be included in the overall bill of costs and therefore may be paid by the Legal 

Services Commission” 64.
Sources:

61.  Figures from the Data Platform

62. CLSB survey response , The Smaller Approved Regulators, Nick Smedley, 2011

63. What are Law Costs Draftsmen?, Association of Cost Lawyers website

64. Employing solicitors in Citizens Advice Bureaux, Legal Services information note 114,Citizens Advice 2008
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– This sector is made up of a diverse range of organisations, which vary in size scope, and client 

base served. These tend to be a complement to other legal services in that they serve clients 

who would not otherwise access legal services. 

– Within this sector, a distinction is frequently made between specialist and generalist advice.  However research has 

found that there is no universally accepted definition of generalist advice: it usually refers to basic or initial, often one-

off, advice, provided by advisors who do not specialise in a particular area of law. Generalist advice provided in 

CLACs includes the following: provision of information; filtering inappropriate queries; provision of options available to 

the client; identification of further action the client can take; provision of brief initial assistance (e.g. filling in forms, 

helping to draft letters, contacting third parties to seek information on the client's behalf or supporting clients to reach 

early agreement on a dispute through negotiation); liaising with third parties to identify non-contentious ways of 

resolving the dispute. The CLAC generalist advice service is also required to establish legal aid eligibility when further 

(specialist) advice is needed and arrange referrals where the CLAC is unable to deliver the necessary advice65.Some 

of these organisation provide only generalist advice, some only specialist, and some both. 

– A key representative group in this sector is the Advice Services Alliance. ASA represent some 1,750 organisations in 

England and Wales which provide a range of advice and other services to members of the public. About 200 of these 

organisations currently employ a solicitor. Most of these organisations offer services within a local area, but some of 

them are regional or national. They are largely funded through public sector grants and contracts, and charitable 

fundraising. With some limited exceptions, services are offered to users free of charge and are focused on areas of 

law which mainly affect poorer people e.g. welfare benefits, debt, housing, employment, immigration, education and 

community care66.

Sources:

65. Piecing it Together: Exploring One-Stop Shop Legal Service Delivery in Community Legal Advice Centres, Legal Services Research Centre 2010 

66. Alternative Business Structures: approaches to licensing: The response of the Advice Services Alliance to the Legal Services Board's consultation paper, ASA 2010
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– Full membership of ASA is open to national networks of independent advice services in the U.K. 

Current full members include:  Advice UK, Age Concern England, Citizens Advice, DIAL UK 

(the disability information and advice service), Law Centres Federation, Shelter (which covers  

England, Scotland & NI), Shelter Cymru (which covers Wales), Youth Access. 1 Advice UK has 

just under 1,000 members67.

– Within this group, a distinction can be made between two types of organisation: 

1. Charities that provide legal advice as part of their wider work e.g. Age Concern (AC): 

Approximately 150 – 175 local ACs have an information and advice service  with 88% providing Generalist Advice, 

and 82% providing Generalist Advice with some limited casework. Categories of law covered include welfare 

benefits, health and social care, housing and finding help at home, consumer, etc. Services tend to be a mix of 

telephone and community based with home visits being a core element of most local AC services. These services 

average 3.7 paid staff (mainly part time) and 6.4 volunteers68.

2. Charities whose main purpose is to provide legal advice e.g. Citizens Advice (CAB): 

There are 416  CAB in England and Wales. In addition to main bureau offices, advice is delivered in a multitude of 

settings including in local GP surgeries, community centres, libraries, magistrates courts and hospitals – in total 

some 3,600 locations across England, Wales69.

During 2009/10 CABs helped 2.1 million people with 7.1 million problems. Of the 28,500 people who work for the 

service, 21,500 of them are volunteers and 7,000 are paid staff70.

Sources:

67. Legal Services Bill Full Regulatory Impact Assessment  Ministry of Justice 2006

68. General Help Providers – The end of the line? The Age Concern Perspective , Age Concern2007

69. Department for Business Innovation & Skills, 2011

70. Citizens Advice Service Impact Report, 2009/10, Citizens Advice 2010



DRAFT

Supply breakdown:

Unreserved: Legal Practice – Not for Profit Sector (3)

43

– However the charity sector is potentially far broader than this. Research repeatedly points to the role 

of other advisers in providing free general advice: 

– “one in four of those who obtained advice went directly to a solicitor for advice and just under one-fifth

went directly to a CAB. Other common first points of contact for respondents trying to obtain help with their problem 

were local authorities, advice agencies other than CABx, trades unions or professional associations, employers, the 

police, and insurance companies. Almost one in five respondents, however, went to some “other” source of advice and 

these covered sources such as claims agencies, social workers, ombudsmen, housing association health 

professionals, court staff, barristers, MPs, religious organisations, the media, social security offices, and consultants of 

various sorts71.

– Doctors and other health professionals made up 7.5% of those people from whom respondents sought advice, 

providing help in relation to 6% of problems - this is comparable to the advice provided by the CABx (7%)72.

– The role of this sector in providing access to legal services is important to understand. As one piece of research points 

out: the specific use of lawyers in the U.K. surveys is roughly the same as in the U.S. - 27% in England and Wales, 

29% in Scotland versus 26% in the U.S. Where the substantial difference emerges is in the use of other third-parties. 

Moreover, because non-lawyers in the U.K. are authorized to give legal advice (such as volunteer-staffed Citizens 

Advice Bureaux or proprietary legal advice centres), the effective difference is even greater: Americans received 

advice from those who are able to give legal advice in only 37% of cases, compared to 60-65% of U.K. cases. 

Furthermore, a far smaller percentage of the U.K. respondents, as compared to U.S. respondents, “lumped” their 

problem by doing nothing at all: fewer than 5% versus 29%73.

Sources:

71. Understanding advice seeking behaviour: further findings from the LSRC survey of justiciable problems, LSRC 2004

72. Health professionals as rights advisers: rights advice and primary healthcare services, Legal Services Research Centre 2007

73. Higher Demand, Lower Supply? A Comparative Assessment of the Legal Landscape for Ordinary Americans, Gillian K. Hadfield 2010
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– The RIR found very little information on the for profit unreserved sector. Unlike the NfP sector there

are few representative groups. Organisations in this sector can be seen as competitors to 

authorised persons in most circumstances, targeting consumers who are also the prospective target 

of reserved firms.  

– A notable part of this sector is believed to be in relation to will writing. Research shows that only 7% of all wills are 

written by will writers. The vast majority are written by solicitors and a small minority by other providers74.There are 

two main will writing professional bodies - Institute of Professional Will writers (IPW), Law Society and Society of Will 

writers (SWW). The IPW has 226 members75 while the SWW has 1,853 members76. This compares to a total of 

13,989 solicitors who offer will writing services77.

– More recent research by the Legal Services Consumer Panel78 reports that  around 10% of will are undertaken by will 

writing companies, but indicates a larger growth overtime in the use of will packs or online services. 

Sources:

74. Evaluation of OFT Competition Advocacy Prepared for the Office of Fair Trading by London Economics April 2010

75. IPW Membership Directory

76. SWW website

77. Figures from the Data Platform

78. Regulating Will Writing, Legal Services Consumer Panel 2011
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– Outside of will writing there are a large range of unreserved legal services provided by a unknown range

of organisations. These range from small micro businesses, through to large branded organisations such 

as banks and at least one supermarket - Co Op: Co-operative Legal Services (CLS) is a recent co-operative

business venture, launched in 2006 as part of the Co-operative Group, to provide a comprehensive suite of consumer 

legal services to members and customers. CLS is based in two sites in Bristol and currently employs over 200 people79.In 

2009, The Co-op’s legal services business grew by 45% from £14m to £20m, with operating profits up from £1.7m to 

£3.8m. The group claims it is now one of the leading providers of wills, probate and estate administration services in the 

UK80.

– Because of the role of Office of Immigration Services Commissioner ‘s(OISC) role in regulating immigration advisers, we 

know that there are 830 for profit organisations offering immigration advice services, 217 of which are in London and 126 

are outside of England & Wales. These organisations employ 2,118 advisers81.This is believed to cover a wide range of 

different types of organisation including HR companies offering managed migration services and smaller companies acting 

for students. 

– Unreserved for profit legal services providers offer a wide range of services, including  employment,  family, and general 

legal services. While it is easy to find websites for individual unreserved for profit providers, the RIR has found no 

research or data on the number of organisations, the types of services offered and prices they charge.  

– While the RIR found no information specifically, the expectation is that there is significant of legal advice provided through 

accountancy practices  around business related topics such as employment contracts. This is a substantial knowledge 

gap in our understanding of the supply of legal services. 

Sources:

79. Co-operative legal services - ABS consultation response Jonathan Gulliford Director Co-operative Legal Services, 2009

80. The future of Small La\w Firms – Jeopardy or Opportunity, Lawyer Locator 2010

81. OISC Annual Report  2009/10
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Static market analysis

1. What does supply consist of who’s in it/who does what? How does the total Supply breakdown? 

(reserved & unreserved)

2. What are “high street” services?  How big is this market? 
3. Market Segmentation - What are sensible ways of dividing up the providers?  

4. Can we have a breakdown of work that is reserved/unreserved? 

5. How do we define small, medium, and large legal service providers? 

6. What types of management structure and business models exist in the market?  

7. What is the breakdown of firms in terms of informal partnerships, franchises and legal/non legal entities?

8. What is the diversity of providers by size/profitability? 

9. Can we have providers by type and volume of work? 

10. Can we have a geographical distribution of services? 

11. What is the number of lawyers by service type? 

12. What types of work are undertaken by different law firm staff? 

13. How does the medium of service delivery e.g. F2F, phone, internet breakdown across legal services?

14. What are the gaps in legal services provision by area/type/social demographic?
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– There is no established definition of High Street legal services. One possible definition relies on segmentation of 

services by client type:  

– Consumer protection raises different issues as between corporate law firms dealing with corporate clients, and 

what are commonly referred to as ‘high-street solicitors’, offering advice on immigration and asylum, crime, 

probate, conveyancing, or personal injury, for example. The latter group of clients are not usually knowledgeable 

about the law, nor about legal procedures; they may be poor and require financial sponsorship from the state to 

obtain legal services; normally, they will be infrequent users of lawyers, and the matter may be the first or only time 

they deal with a solicitor. In such cases, regulation is designed to protect the consumer, to avoid him or her being 

overcharged, or given poor advice and assistance, and to ensure that he or she is properly informed about the 

work which will be done and the terms on which the solicitor is providing the service. Poor advice in this area may 

lead to someone losing their liberty or their right to stay in the country, losing their entitlements to compensation, or 

losing their money82.

– The RIR found no published information on client types and the AR responses to the Survey of information held  

show that this information is not routinely collected. While this is one definition, there is no information available to 

identify such services. 

– Solicitor High Street services are occasionally defined as those services provided by firms with 4 or less partners. 

However this definition is not flexible enough to cover the range of legal services actually available in towns and 

suburbs throughout England & Wales, as it fails to capture other legal services such as those provided by NfP 

organisations.  Additionally, the expectation is that size of partnership will become increasingly irrelevant as the 

ownership structure of legal service providers changes over time.  

Sources:

82. Review of the regulation of corporate legal work, Nick Smedley, Law Society 2009
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1. What does supply consist of who’s in it/who does what? How does the total Supply 

breakdown? (reserved & unreserved)

2. What are “high street” services?  How big is this market? 

3. Market Segmentation - What are sensible ways of dividing up the 

providers?  
4. Can we have a breakdown of work that is reserved/unreserved? 

5. How do we define small, medium, and large legal service providers? 

6. What types of management structure and business models exist in the market?  

7. What is the breakdown of firms in terms of informal partnerships, franchises and legal/non legal entities?

8. What is the diversity of providers by size/profitability? 

9. Can we have providers by type and volume of work? 

10. Can we have a geographical distribution of services? 

11. What is the number of lawyers by service type? 

12. What types of work are undertaken by different law firm staff? 

13. How does the medium of service delivery e.g. F2F, phone, internet breakdown across legal services?

14. What are the gaps in legal services provision by area/type/social demographic?
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– There is no consistently applied formal segmentation framework that covers all types of legal services and all types 

of legal service professionals. Rather, different organisations and commentators take different approaches to 

segmenting the market  normally by using one or two characteristics to make distinctions between different legal 

services. This is similar to the distinctions made in the above slides around reserved & unreserved. 

– The diagram below summarises the key segmentation elements used, which are clustered around 6 key elements 

and have 5 levels. These are presented in more detail in the following slides. 
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- By profession: Solicitors - Legal Practice  - Corporate/City – 3 possible distinctions:

1. ‘The Magic Circle’ is established nomenclature for a group of City law firms perceived as offering the best in legal 

services: Allen & Overy, Clifford Chance, Freshfields, Linklaters & Paines and Slaughter & May – widely described 

as the ‘magic circle’ firms – had established themselves as firms of first resort in heavy commercial matters, 

enjoying the lion’s share of the most important international and domestic transactions83. Four of these firms are in 

the top five firms in the UK in terms of turnover. As a group the magic circle had a combined turnover of  £5bn.84

2. A KPMG survey85 of 28 large UK public companies that spend an estimated £400m p.a. on legal fees, suggests 

segmentation of corporate legal services market into:

1. A global elite: providing legal services of the highest quality and price in response to the demands of the 

largest banks and commercial clients. 

2. ‘Second tier’ law firms: providing a wide range of general legal services to companies of all sizes, where the 

expertise or footprint of the global elite offers no real advantage. These may further subdivide between 

‘international’ and national firms. 

3. Niche practices: combining different legal or professional skills, offering integrated services to both the 

middle and smaller market clients. 

3. Corporate Law Firm as one that is one of the largest in terms of staffing and turnover. Corporate firm would have 

70% corporate client base86. 

Sources:

83. From kinship to magic circle: the London commercial law firm in the twentieth century, Marc Galanter & Simon Roberts, 2008

84. UK 200 Annual Report 2010 – The Cost of Cutting, The Lawyer 2010 

85. KPMG Impact of the Legal Services Act UK, Survey of Major Companies 2008

86. Review of the regulation of corporate legal work, The Law Society 2008
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– By profession: Solicitors - Legal Practice – 5 possible distinctions: 

1. By Partner Size – Small (sole practice and 2-4 partners), Medium (5-10 and 11-25 partners) , Large (26 partners)87. 

2. ‘high street’/‘non-high street’ firms. City’/ ‘Large Provincial’/ ‘Niche’/ ‘other88.

3. commercial, general, legal aid, private client, litigation (niche), commoditised89.

4. big providers with call centres, described by many as “factories”  and  firms in other parts of the country advertising locally 

both large and small in size90.

5. College of Law offers three study pathways: 

a) Corporate (recommended for those joining international, City, national and major regional practices); 

b) Commercial and Private (preparing students to advise a range of commercial and individual clients); and 

c) Public Legal Services (for students interested in publicly funded work)91.

– By profession: Barristers: employed and self employed 

– Employed barristers offer to their employer (and a limited number of others) the same legal services, including 

representation in court, as those which self-employed barristers offer to their clients. Both self-employed and employed 

barristers may be authorised to take pupils. They are all subject to the BSB’s regulatory and disciplinary regime92.

– In its UK Guide Chambers and Partners  classify Barristers into 'Leading Silks' and 'Leading Juniors'. Leading juniors who 

have since taken silk appear banded under 'New Silks'. The qualities on which rankings are assessed include technical 

legal ability, professional conduct, client service, commercial astuteness, diligence, commitment, and other qualities most 

valued by the client93.

Sources:

87. Legal aid work and the solicitors profession, 2007, The Law Society,  and Residential conveyancing web survey, 2009 The Law Society

88. The organisational structure of legal firms; A discussion of the recommendations of the 2004 review of the regulatory framework for legal services in England and Wales - Richard A. Brealey and 

Julian R. Franks 

89. Regulatory performance survey findings, The Law Society 2009

90. Training for the future: the professional preparation of lawyers for the commercial and regulatory environment after the lsa 2007, Legal Services Policy Institute  

91. Referral arrangement and legal services research report, Moulton Hall Market Research, The Law Society 2007

92. Review of Pupillage - Report of the Working Group, Bar Standards Board 2010 

93. See http://www.chambersandpartners.com/Rankings-Explained

http://www.chambersandpartners.com/Rankings-Explained
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– By Activity: 

– Research into debt advice classified work undertaken into three levels; 

1. General Help Service: diagnosing of clients’ problems, giving information and explaining options, identifying further action 

the client could take, and providing basic assistance such as form filling helping the client to draft letters and contacting

third parties on the client’s behalf.

2. Casework Service: provided at the Legal Services Commission Specialist level and included taking action on the clients’ 

behalf in order to move their case on, and sometimes negotiation, advocacy or representation. 

3. Representation: where an adviser has undertaken representation on behalf of a client at a court or tribunal94.

- Research into providers of employment advice made a distinction between claimant and respondent: 

- Another factor which we anticipated might affect approaches to employment work was client mix. 25 (13%) of firms said 

they solely did respondent work, and 10 (5%) specialised solely in claimant work. We are able to categorise firms on the 

basis of the level to which they concentrate on one type of work or the other and do so as follows: Mainly claimant work 

(70-100% claimant work). Mainly respondent work (70-100% respondent work Mixed practices (the rest)95.

– In advocacy a distinction is sometimes made between prosecution and defence96.

– By category of law 

– Individuals regulated by SRA and IPS self select from a range of categories of law as part of the registration process each 

year.  

– By organisation ethos

– In relation to legal aid work a distinction is made  between solicitors and not-for-profit organisations97.

Sources:

94. Money Advice Outreach Evaluation: Cost and Effectiveness of the Outreach Pilots, Legal Services Research Centre, 2008

95. Damage-based contingency fees in employment cases, Cardiff University, 2008

96. For example Quality assurance for advocates: Summary report of the QAA Equality and Diversity data survey and focus groups, Legal Services Commission, 2009

97. For example Advice Agencies, Advisors and their Clients: Perceptions of quality, Department for Constitutional Affairs, 2005
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– One piece of research98 develops a more comprehensive segmentation framework. Looking at advocacy ,the 

research develops a Model of Fields of Practice using variables of inclusive and exclusive in terms of jurisdiction and 

open and closed fields in terms of the traditional responsiveness of suppliers in these areas.

– This covers solicitors, barristers, and Legal Executive advocates.

Sources:

98. Reproduced from Lawyers Practice & Ideals: A comparative view, Chapter 5: Remapping Lawyers Turf - A comment on Professors Clark & Mattei,  Professor John 

Flood 1999. 
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– In response the limitations of the these 

models the LSB commissioned Oxera 

consulting to develop a market 

segmentation framework that could be 

used to define and classify the different 

segments within the legal services market. 

The segmentation model 99 developed 

along three dimensions is shown in the 

diagram opposite.

– This model is designed to be flexible 

enough to allow for:

1. the range of different service 

providers, both existing and new 

entrants

2. changes in the range of services 

offered by existing providers, 

moving from one segment to 

another

3. the range of different competitors a 

legal practice may face, different in 

different categories of law   

Sources:

99. A framework to monitor the legal services sector, Oxera 2011. 
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– The diagram below shows market segments. Different sets of suppliers compete with each other in different segments. 
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– The next stage in the development of this model is collecting robust data to populate each segment, and 

approaches to monitoring change.  

– While the data platform and reservation allow us to provide an estimation of which providers compete in which 

categories of work, we have no information on whether this varies across different consumer groups, or along 

activity lines.  

– To benchmark the existing supply of legal services, data is required on the volume of work undertaken within each 

segment, split between the different providers. The RIR has found no data on volumes of work undertaken and it is 

likely that proxy indicators will be used alongside further research.  

– The RIR has also found limited information on unreserved providers competing with authorised persons. 
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Supply: 

Static market analysis

1. What does supply consist of who’s in it/who does what? How does the total Supply breakdown? 

(reserved & unreserved)

2. What are “high street” services?  How big is this market? 

3. Market Segmentation - What are sensible ways of dividing up the providers?  

4. Can we have a breakdown of work that is reserved/unreserved? 
5. How do we define small, medium, and large legal service providers? 

6. What types of management structure and business models exist in the market?  

7. What is the breakdown of firms in terms of informal partnerships, franchises and legal/non legal entities?

8. What is the diversity of providers by size/profitability? 

9. Can we have providers by type and volume of work? 

10. Can we have a geographical distribution of services? 

11. What is the number of lawyers by service type? 

12. What types of work are undertaken by different law firm staff? 

13. How does the medium of service delivery e.g. F2F, phone, internet breakdown across legal services?

14. What are the gaps in legal services provision by area/type/social demographic?
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– Specific types of legal activity are subject to statutory regulation and are classed as reserved legal activities. This was 

reinforced by the Legal Services Act 2007, but origin of reservation of activity have a long history. These include:

right to conduct litigation; the right of audience in the courts; reserved instrument activities; certain probate services; 

notarial services and administration of oaths. Other associated regulated activities such as claims management and 

provision of immigration services are regulated under different statute

– There is very limited information on the amount of reserved/unreserved legal activity and no information  on the 

number of unregulated organisations. 

– A 2010 survey of legal service  individual consumers100 found that 74% of matters involved an authorised provider and 

a reserved service while 21% involved an authorised provider but no reserved service, 4% involved a reserved 

service but no authorised provider and only 1% involved neither an authorised provider nor a reserved service. 

Sources:

100. Baseline survey to assess the impact of legal services reform , Ministry of Justice 2010
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– A 2010 Survey101 of legal service users found that:

– Solicitors (mentioned by 94% of users) were by far the most commonly used provider for the most recent matters 

covered in the interview. Barristers were used for 3% of matters. Less than 1% of users mentioned using independent 

notaries or licensed conveyancers while some other categories of authorised provider (trademark or patent attorney 

firm, independent legal executive and independent law costs draftsman) received no mentions. Overall, some form of 

authorised provider was used for 95% of matters. 

– Non-authorised providers such as will writers, the Citizens Advice Bureau, financial advisers and a community legal 

advice centre were each mentioned by about 1% of users. Less than 1% of users reported obtaining legal services from 

trade unions, companies dealing with accident and injury claims and estate agents.

– The expectation would be that in some areas of law reservation is more prominent. For example it would be highly 

unlikely  to find a non reserved provider being used in criminal cases, an expectation made stronger by the prominence 

of legal aid funding for this area. 

Sources:

101. Baseline survey to assess the impact of legal services reform , Ministry of Justice 2010
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Static market analysis

1. What does supply consist of who’s in it/who does what? How does the total Supply breakdown? 

(reserved & unreserved)

2. What are “high street” services?  How big is this market? 

3. Market Segmentation - What are sensible ways of dividing up the providers?  

4. Can we have a breakdown of work that is reserved/unreserved? 

5. How do we define small, medium, and large legal service providers? 
6. What types of management structure and business models exist in the market?  

7. What is the breakdown of firms in terms of informal partnerships, franchises and legal/non legal entities?

8. What is the diversity of providers by size/profitability? 

9. Can we have providers by type and volume of work? 

10. Can we have a geographical distribution of services? 

11. What is the number of lawyers by service type? 

12. What types of work are undertaken by different law firm staff? 

13. How does the medium of service delivery e.g. F2F, phone, internet breakdown across legal services?

14. What are the gaps in legal services provision by area/type/social demographic?
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– For solicitors, size tends to be measured in terms of gross fee income and number of partners102: 

– Analysis of all solicitor turnover data shows that there is a strong correlation between number of fee earners and 

turnover with a correlation coefficient of 0.94 between turnover and number of solicitors, and  0.90 between 

turnover and number of partners103.However the expectation is that size of partnership will become increasingly 

irrelevant as the ownership structure of legal service providers changes over time.  

Sources:

102. Legal Services 2011 Data, International Financial Services London, 2011

103. Based on 9,294 records of legal practice firms, SRA entity turnover data. The closer to 1 the stronger the correlation. 
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– Different measures of size are used in different pieces of research. Examples include: 

– Size by number of partners:

• Small firms (sole practice and 2–4 partners).

• Medium-size firms (5–10 and 11–25 partners).

• Large firms (26 or more partners)104.

– Size by total solicitor count:

• Size of firm: total solicitor count was used to classify firms as small (1-5 solicitors), medium (6-40 solicitors) 

and large (41 or more solicitors)105.

– Size by number of fee earners:

• Those with 1 or 2 fee earners are identified as ‘tiny firms’.

• Those with between 3 and 10 fee earners are identified as‘ small firms’.

• Those with between 11 and 50 fee earners are identified as ‘medium-sized firms’.

• Those with more than 50 fee earners are identified as ‘large firms’ 106.

– For Barristers a small chambers set was defined as 20 members or less in one piece of research107.

– Each definition has issues, such as how does it apply to other authorised persons, and each fails to measure the 

range of services offered. 

Sources:

104. Legal Aid & the solicitors profession, The Law Society, 2007

105. 2009 Regulatory performance survey findings, The Law Society, 2009

106. Damage-based contingency fees in employment cases, Cardiff University, 2008

107. Review of Pupillage - Report of the Working Group, Bar Standards Board, 2010
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2. What are “high street” services?  How big is this market? 

3. Market Segmentation - What are sensible ways of dividing up the providers?  

4. Can we have a breakdown of work that is reserved/unreserved? 

5. How do we define small, medium, and large legal service providers? 

6. What types of management structure and business models exist in the 

market?  
7. What is the breakdown of firms in terms of informal partnerships, franchises and legal/non legal entities?

8. What is the diversity of providers by size/profitability? 

9. Can we have providers by type and volume of work? 

10. Can we have a geographical distribution of services? 

11. What is the number of lawyers by service type? 

12. What types of work are undertaken by different law firm staff? 

13. How does the medium of service delivery e.g. F2F, phone, internet breakdown across legal services?

14. What are the gaps in legal services provision by area/type/social demographic?
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– Aside from solicitors firms, the RIR has found no information on the types of business models. 

– Most firms of solicitors are organized as partnerships. By contrast, barristers practice as sole practitioners, though they 

may group together in chambers and share common services. Solicitors are free to incorporate and a small but growing 

number have done so, possibly because (a) LLP's are treated as partnerships for tax purposes, and (b) LLP's are 

permitted to limit their liabilities in agreement with their clients108.

– The charts above show the significant shift in firms moving to LLP status. A recent article highlights these changes stating,

there are many firms who are now taking a second look at converting to a limited company because of the possible tax 

advantages that can be gained now that the 50% tax rate is becoming reality. Some solicitors have utilised a business 

model similar to barristers chambers. The solicitors are self employed and part of a partnership where they are 

responsible for their own income with the limited company providing the administrative and support services. It clearly 

separates the ownership and operations which can be achieved with the clear structure of a limited company109.
Sources:

108. The organisational structure of legal firms; A discussion of the recommendations of the 2004 review of the regulatory framework for legal services in England and 

Wales - Richard A. Brealey and Julian R. Franks, Department for Constitutional Affairs, 2005

109. New Surge in Firms Looking at Limited Company Status, Legal Abacus, 2010 
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– McConville et al.110 set out four basic organising frameworks of criminal solicitors’ firms set shown below. They 

created idealised types while acknowledging that the lack of internal mechanisms within firms to ensure uniformity 

of service means that the firm is more of an umbrella concept under which individual practitioners work111.This 

provides a useful insight into how partnerships in smaller firms work in practice. 

Sources:

110. Reproduce from Standing Accused,1994

111. Criminal Case Profiling Study: Final report 2001, Legal Services Research Centre 2001

• The vast majority, partners usually know about the overall profitability of the firm, but do not have the time 
to explore the component parts. Tasks are arranged on the most cost efficient basis, work is usually 
undertaken by unqualified staff and there is little continuity of representation. There is a lack of stability 
and cohesion within firms, staff are often ‘poached’ by other local firms

Routine

• Firms are organised around a commitment to their clients, with a highly motivated staff. They support the 
individual in disputes with the state and act for the poor and socially disadvantagedPolitical

• Firm pays close attention to efficiency and profitability. Work in these firms is routinised and delegated 
where possible.Managerial 

• Conforms to the professional rhetoric and public perception of firms being centred around the solicitor. 
The solicitor undertakes all work on the client’s behalf, training and educating non-solicitor staff to perform 
specific delegated tasks. The non-solicitor staff serve the firm for most of their working lives, emphasising 
the values of loyalty, continuity, stability and service. These firms are found principally in small towns and 
rural locations.

Classical
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– Partnerships vary in how formal they are. Professor Flood writes: “Partnership is based on collegiality not hierarchy,

collective decision making not authoritarianism, and decentralised patterns of professional work. On the normative

side there are values that inhere within professionalism such as particular ethical stances, respect for partners’

equality, and often unlimited personal liability. A firm organised along P2 lines is more like a linked set of individuals

rather than a corporate structure112.

– It is believed that technology has enabled greater flexibility in firm structure with the rise of the virtual law firm: 

Examples include a firm with 10 different commercial practice areas and 85 solicitors, a serviced office with internet-

based practice management and case management system which allows for virtual working, a city law firm using  

legal consultants working from their own workspaces and a firm of 18 solicitors covering all aspects of family law 

and spread around England and Wales113.

– Another key theme highlighted in research has been the growth in salaried partners : The salaried partnership is a 

significant innovation which stretches the meaning of partnership. The ‘traditional’ legal partnership was made up of 

equity partners only - individuals who owned a share of their firm and, therefore, took a share of the profit it 

generated. Hence profit per partner measures in the past were effectively the same as PEP measures. Increasingly, 

though, we are seeing salaried partners, whose remuneration is not linked to profits (besides the effect of bonus 

schemes), operating as a new tier in organisational hierarchies. Indeed, not only are salaried partner found in most 

firms now but their numbers are growing significantly114.

– There has also been changes in structure brought about by the growth in referrals as a source of work115.The 

impacts of the interplay between these factors is unknown. 

Sources

112. Resurgent professionalism? Partnership and professionalism in global law firms - Professor John Flood, University of Westminster, 2007

113. Legal Brief Part 1 - A Quiet Revolution – Changing business models for legal services, IRN, 2009 

114. Financialization by proxy: the case of large City law firms - Daniel Muzio and James Faulconbridge, University of Leeds, 2009

115. Referral arrangement and legal services research report, The Law Society 2007
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1. What does supply consist of who’s in it/who does what? How does the total Supply breakdown? 

(reserved & unreserved)

2. What are “high street” services?  How big is this market? 

3. Market Segmentation - What are sensible ways of dividing up the providers?  

4. Can we have a breakdown of work that is reserved/unreserved? 
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– There is very limited information available on informal networks and franchises, especially for non solicitors. 

– There are preferred supplier networks used by corporate clients such as panels, but these tend to be reported 

on when the tendering process is being undertaken:  All of the existing panel members have been invited to 

pitch, as well as around six further firms currently instructed on an ad-hoc basis. It is understood that the tender 

document contains a request for a breakdown of fee structures as well as an analysis of value-added extras116. 

Examples of panels include Treasury Solicitors Department Barristers Panel,  although being on TSol’s list of 

QCs does not guarantee any particular amount of work or indeed any work at all. However, being on the list 

does draw a QC’s willingness to do Government work to the attention of the Government lawyer looking for a 

QC117.

– Partnerships across organisational boundaries may be more common in the NfP sector with a longer history of 

joint working and common aims, for example, CitA has effective partnerships with Shelter on providing advice 

on homeless issues and with the Macmillan Cancer Relief Fund to provide generalist advice to people affected 

by cancer118.

– How many such networks exist, the numbers of firms who are members and the volume of clients sourced in 

this way is unclear.  

Sources

116. Insurance giant Axa kicks off panel review in effort to drive down costs, Legal Week, 26th October 2010

117. See http://www.tsol.gov.uk/PanelCounsel/work_outside_panel.htm

118. Zero–Based Review of Citizens Advice and Citizens Advice Scotland: External Evaluation, Dr Bob Dobbie July 2006

http://www.tsol.gov.uk/PanelCounsel/work_outside_panel.htm
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– In terms of franchises it is believed there has been a growth in recent years of firms operating under a single 

brand for example :

– Quality Solicitors established in 2009 where users fill in an online form and the site matches the user to a firm

– The Legal Alliance established 2009 two tier membership, exclusive areas based on postcode,

– Lawnet which was established in 1989, covers 68 firms ranging in size from 6 to 39 partners. It provides a range 

of benefits119 including  lower cost PII scheme, group purchasing power, accreditation to the ISO 9001:2008 

Quality Standard, training, online marketing support, publications and marketing support. The benefit for small to 

medium firms in joining such networks are reported to be lower non staff costs and increased marketing reach 

through operating under an advertised brand name. This is more important given that Big Brands who are actively  

moving into legal services: Halifax through pay as you go online legal forms, backed up with a panel of 6 solicitor 

firms to provide advice where necessary. Co-operative offering free legal advice to members120.

– As previously, it is unclear how many such networks exist, how many firms are members, and the volume of 

clients sourced via these arrangements.

Sources

119. See http://www.lawnet.co.uk/ About Law Net 

120. Legal Brief Part 1 - A Quiet Revolution – Changing business models for legal services, IRN, 2009 

http://www.lawnet.co.uk/
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– The charts opposite show the 

gender and ethnicity breakdown 

of solicitors121and barristers122.

– This highlights a significant 

gender bias, with men 

dominating the more senior 

areas of the profession, and 

individuals from BME groups 

making up a progressively 

smaller proportion as seniority 

increases.  

– The ILEX website states that on 

average 75% of our members 

are women, and around 13% of 

all our members are black or of a 

ethnic minority123.

– The RIR has found very limited 

data linking diversity and 

profitability. 
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Sources:

121. Trends in the solicitors’ profession: annual statistical report 2010 Law Society (2011)

122. Bar Barometer Trends in the Profile of the Bar BSB (2011) 

123. See  http://www.ilex.org.uk/about_ilex/equality_and_diversity/membership_diversity.aspx

http://www.ilex.org.uk/about_ilex/equality_and_diversity/membership_diversity.aspx
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– Utilising the SRA turnover data we can compare size and profitability of solicitors legal practices along diversity 

lines. 

– Looking specifically at ethnicity, we can use this data to compare the turnover of solicitors legal practices between:

• BME firms - more than 50% of all solicitors are of BME ethnic origin.

• White firms - 50% or more are White of all solicitors are of white ethnic origin.  

– These definitions are used only because of the format in which the data is available. The RIR has found no  

published data on the ethnicity of owners at individual firms, that can be linked to the turnover of these firms. 

Equally the RIR has found no data on the ethnicity of the client groups served.  These alternative measures would 

be preferred, but data availability drives us to use fee earners.  

– Of the 9,156 firms in the data set, 1,123 (12%) have more than 50% BME fee earners124.  

– In this data 20% of all solicitors are from BME groups.  This compares to Law Society research showing that 10.3% 

of all solicitors working legal practices are from BME groups125.

– The results of this analysis are shown in the charts overleaf. 

Sources:

124. SRA Turnover Data  2010

125. Diversity profile of the profession – A short synopsis The Law Society, 2011
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– A higher proportion of BME solicitors tend to be associated with a lower level of average turnover126. However this 

is partly a function of size. A larger proportion of BME solicitor legal practices are Sole Practitioners, who as a 

group tend to have lower levels of turnover. Note that there is only one BME  firm with more than 10 partners, and 

therefore they have been removed from the turnover chart to protect their anonymity.

Sources:

126. SRA Turnover Data  2010
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– In terms of categories of work undertaken, there is a 

difference between the two groups127. A greater proportion 

of BME firms undertake work in Immigration, Crime, and 

Family compared to White firms. 

– When proportion of turnover is considered, the differences 

between the two groups become greater. While a similar 

proportion within each group undertake Other work, White 

firms derive a far greater proportion of turnover from this 

category than BME firms - 20% compared to 10%. 

– In terms of legal aid, often associated with lower levels of 

turnover,11% of White firms undertake some legal aid work, 

while 31% of BME firms do. Furthermore 23% of all BME 

firms derive more than 50% of their income from legal aid 

compared to just 7% of White firms. 

– These observations could be a function of the size of firms, 

driving a lower level of turnover but they are broadly 

consistent with the general findings of other research into 

diversity in the legal profession. 

Sources:

127. SRA Turnover Data  2010
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– An analysis along gender lines, 

suggests far less difference 

between firms with more than 50% 

female solicitors and those with 50% 

or more male solicitors128. 

– 39% of the firms in this data set 

have more than 50% female 

solicitors. 

– The significant difference is around 

far higher levels of turnover being 

generated by Male firms in Finance 

& Business even through a similar 

proportion of Female and Male firms 

undertake work in this category    

– In terms of legal aid, 57% of Male 

firms undertake some legal aid 

work, compared to just 34% of 

Female firms. However 18% of all 

Female firms derive more than 50% 

of their income from legal aid 

compared to just 8% of Male firms. 

Sources:

128. SRA Turnover Data  2010
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– The RIR has found limited published information on barrister earnings generally, but some in relation to diversity. 

– In 2010 the Chairmen of the Bar highlighted the changing diversity of the Bar: In terms of gender in the self-

employed Bar there were 8,381 men and 3,800 women at the end of 2009. Interestingly, in terms of relative 

percentages women were better represented in the Provinces (1,465/2,996 i.e. circa 50%) than in London 

(2,387/5,371 i.e. circa 44%). A statistic that is also indicative of the changing gender balance of the Bar is that in 

2009, 921 women and 851 men were called to the Bar i.e. 53% of those called were female. ....23% of pupillages 

are being taken up by people from Black and Minority Ethnic (BME) backgrounds, which is a higher proportion of 

inclusion than in the general population129.

– However research found significant difference in earnings by diversity. A survey undertaken in 2007 that achieved a 

35% response rate from the self‐employed Bar, showed that female barristers in comparison to male barristers are 

disproportionately junior and that area of specialisation is strongly related to both gender and ethnicity. The research 

reports on marked differentials in income by gender and ethnicity, with 21% of white men billing less than £80,000 , 

whereas 39% of BME men do so, 44% of white women, and more than half, 54%, of BME women. Women are also 

more likely to be billing between £80,000 and £125,000 than men. Over 80% of BME women bill less than £125,000 

compared with 43% of white men130.

– The report found that in crime for those over 10 years call - more than 85% of white and BME women over 10 years 

call bill less than £125,000 compared with 55% of white men and 44% of BME men. In Civil differences are 

significant for both call groups . Among those 0 – 10 years call, 30% of white men billed more than £125,000 

compared with between 12% and 20% for other groups.

Sources:

129. The Future of the Bar  by Nicholas Green QC, June 2010

130. Report of the Analysis of Demographic Data collected from the Practising Bar in November 2007 , Dr. D Price & Dr. Laybourne, Kings Institute for Public Policy, Bar Council 2010 
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– These differences are accentuated for those over 10 years call, where 81% of white men bill more than £125,000, 

compared with 62% of BME men, 67% of white women, and 38% of BME women”. For family work, the research 

found no significant differences by gender or ethnicity under 10 years call, but did for over 10 years call - "Forty‐six%  

of white men and 44% of BME men over ten years call bill more than £125,000 compared with 28% of white women 

and 18% of BME women131.

– Other research has found that women are disproportionately likely to leave the Bar132.

– A survey undertaken in 2010 by the BSB Barristers found different attitudes to ABS based on diversity of survey 

respondents, though this is not necessarily linked to levels of profitability:

 46% of non-white barristers find access to new methods of distributing profits as important compared with 29% 

of their white colleagues;

 Improved stability and financial security is a more important issue with female barristers (81%) than their male 

counterparts (72%);

 Barristers with children put a higher emphasis on the ability to work in partnership with non barristers (40% ), the 

ability to provide a more efficient and cheaper service (71%) and the facilitation of joint tendering for work (43% ) 

than their colleagues without children (32%, 64% and 38% respectively).

 Barristers with a disability have several differences from those without when looking at business practices, such 

as an increased emphasis on the ability to work with non barristers (54% compared with 36% of those without a 

disability) and the ability to raise capital and investment (44% compared with 34%). However, these findings 

should be treated with caution due to small base sizes.

 Non-white barristers are significantly more likely (45%) to join one of these structures in the next five years than 

their white counterparts (35%). In addition to this, almost two fifths of men (39%) are very or fairly likely to join 

the new structures compared with just over a quarter of women (28%)133.
Sources:

131. Report of the Analysis of Demographic Data collected from the Practising Bar in November 2007 , Dr. D Price & Dr. Laybourne, Kings Institute for Public Policy, Bar Council 2010 

132. Survey of Barristers Changing Practice Status 2001 – 9 Prepared for: General Council of the Bar, Electoral Reform Services 2011 

133. Survey on Bar Standards Board Regulation of New Business Structure  July 2010
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– The RIR has found no published information on the volumes of work undertaken by different providers (whether 

measured by number of clients or cases) for all authorised persons, with the exception of legal aid for solicitors legal 

practices and  estimates of conveyancing for all types of persons authorised to deliver these types of services. The 

regional distribution of legal aid funded cases in 2009/10 is shown in the tables below134.

– Unsurprisingly London dominates most categories, especially Housing, Employment, Immigration, and Welfare 

benefits. However, Leeds has the highest proportion of Accident or Injury cases. 

Sources:

134. Figures from the Data Platform
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– The analysis above135 sets out the distribution of services 

by region. While an organisation may be physically located 

within a locale, the geographic range of its service 

provision may differ. One piece of research looked 

specifically at the geographic specificity of service 

provision for legal aid firms found that  70% of solicitors 

legal practices  provide services wider than their local 

neighbourhood136.

– The is corroborated by evidence of solicitors undertaking 

work on a far wider geographical basis, with a report of a 

Suffolk based firm taking on London clients137.

Sources:

135. See slides 25 & 26. 

136. Findings from the Legal Advice Sector Workforce Surveys, Legal Services research Centre 2007

137. The Future of Small Law Firms Jeopardy or Opportunity  Lawyer Locator  2010

138. Putting Money Advice Where the Need is Legal Services Research Centre 2007

139. Self-Employed Family Counsel Travel Patterns  Legal Services Commission 2008

– Other research focusing on geographic location has suggests that 79% of the general population live within 2 miles of a 

solicitor and 59% live within 2 miles of a CAB138.

– Analysis of travel patterns of self employed barristers in delivering family legal aid advocacy identifies key travel routes of 

counsel, with London being the main hub. The other key routes highlighted are Birmingham to Herefordshire and

Worcester, Greater Nottingham to Lincoln, Bristol to Gloucester, Chester to North Wales, Manchester to West Lancashire

and Devon to Cornwall. In terms of travel time the median travel time for counsel was 1.77 hours per hearing. This

analysis found no distinction between the average travel time claimed in different categories of family law nor in different 

types of hearing139.

– The RIR found no information on the geographical areas served by other authorised persons. 
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– Analysis of the data platform suggests that looking at reserved legal services as a whole the following factors influence140

the location of a legal office: 

Sources:

140. Influence here is measured by the strength of the correlation coefficient. The closer to 1 the stronger the correlation.

141. Figures from the Data Platform

Population 

– The chart shows the relationship between the actual 

level of population and the number of legal firms in a 

local authority141. 

– The three outliers with low levels of population and 

high numbers of legal firms are Westminster, Camden, 

and City of London, reflecting the prevalence of legal 

firms serving businesses as opposed to the general 

public, with law firms based in close proximity to other 

businesses. A correlation coefficient of 0.62 between 

the number of notaries and scriveners, who provide 

services for businesses and trade supports this. Other 

outliers with large number of law firms are Leeds, 

Birmingham and Cardiff – large cities with big 

populations.  The two outliers with larger populations 

and less legal firms than trend are Sandwell and 

Durham. 

– There is a lower correlation between population 

density measured by the number of people per 

hectare 0.48. 
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– Levels of incidence of a legal problem The levels of incidence of a legal problem do have a positive correlation 

between the number of legal firms per local authority. This suggests that the location is influenced by demand for 

services, as we would expect. In line with the findings of the Civil and Social Justice Survey142, there is a strong 

positive correlation between the number of law firms and the level of victims of crime (0.76), and the level of lone 

parent households (0.71). The correlations between income support claimants, rented housing tenure, and 

unemployment are also in line with the survey findings. 

– Number of legal firms and courts The number courts in a local authority has a limited relationship to the number of 

legal firms, with a correlation coefficient of 0.52.This is likely to be higher for specific areas of law such as Crime, but 

underlines the range of legal services being delivered outside of the courts. 

– Other areas There is little correlation between the number of unreserved legal firms and reserved legal firm by local 

authority, with the correlation coefficient between the number of Will Writers in a local authority being just 0.31 and 

Citizens Advice being just 0.14.

– An area where there is some correlation, is those variables related to Personal Injury and Clinical Negligence. The 

number of legal firms has a strong positive correlation with the number of Road Traffic Accidents (0.67) and with the 

number of Claims Management Companies – the main intermediaries in Personal Injury- (0.58).  

– Further, there may be reputational factors at play with the location of a legal practice. One report looking at city firms 

found that The importance of location is somewhat curious especially given that many city firms stress the number of 

international clients that they have and therefore for whom the actual physical location of firms would seem less 

relevant. Nonetheless interviewees stress that there is a key business area in most capital cities (the areas described 

above for the UK) where clients expect their legal advisers to be located143.
Sources:

142. Civil Justice in England and Wales: Report of the 2007 English and Welsh Civil and Social Justice Survey, LSRC,2008

143. Benchmarking the supply of legal services by city law firms, CRA, 2011
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– Looking at conveyancing in more depth, we can utilise the total number of property transactions – information published by 

HM Revenue & Customs144. We assume that the volume of conveyancing transactions undertaken by non lawyers is broadly 

consistent across each local authority145. As can be seen in the chart on below, when considered at a Local Authority level, 

the number of authorised persons offering conveyancing services, bears only a limited relationship to the number of 

conveyancing transactions within a local authority. 

Sources:

144. Data Platform – HMRC figures record the number of property transactions by Local Authority, but not whether legal counsel was used. 

145. For example where a buyer or seller undertakes their own conveyancing, or for example Central Association of Agricultural Valuers, or a Member of Fellow of the 

Royal Institution of Chartered Surveyors undertaking farm property transactions – see  The Regulation of Legal Services: Reserved Legal Activities – History and 

Rationale, Professor Stephen Mayson, Legal Services Policy Institute 2010
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– The chart below shows the distribution of the average number of property transactions per authorised persons offering 

conveyancing, at Local Authority level146. Using Land Registry data we can match 83% of the volume of conveyancing 

transactions to postcodes in the data platform. Of this sample of 575,229 conveyancing transactions, 95% are undertaken by 

solicitor legal practices. The remaining postcodes could be work undertaken in offices not registered with the Approved 

Regulators, or conveyancing transactions undertaken by non lawyer conveyancers.  

Sources:

146. Data Platform – HMRC figures record the number of property transactions by Local Authority, but not whether legal counsel was used

147. See for example Quick move Fall through index - http://fti.quickmovenow.com/

Combing this data shows no correlation 

between the average price per 

transaction and the volume of property 

transactions or the number of firms 

offering conveyancing services at a 

local authority level (with a correlation 

coefficient of 0.1 and 0.4 respectively).  

However this simple analysis does not 

account for any difference for buyers 

and sellers, or sales that fall through  -

a rate of around 1 in 3147.

Combined these observations point to 

conveyancing services being provided 

far more widely than  local authority 

level, but without further research we 

cannot be certain to what extent this 

occurs, and these figures should be 

treated with caution. 

http://fti.quickmovenow.com/
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– The RIR has found no published information in this area, if service type is defined more specifically than category 

of law undertaken. Our understanding of services type would be the types of legal service offered measured by the 

range of activities undertaken and the methods of delivery used by different legal practices.  
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– The RIR has found very limited published information looking specifically at the different roles undertaken by 

different staff within law firms. However aspects of this are touched upon in some pieces of research which show: 

• One piece of research reports that solicitors tend to be seen as senior to legal executives, but that legal executives 

share largely the same knowledge base as solicitors148.

• Some criminal law firms used agents at times when fee-earners did not want to do out of hours work, were engaged 

at court, or where the police station was some distance away. All of the firms who used agents or non-solicitor fee 

earners reported that they were accredited police station representatives. Several firms employed agencies staffed 

by ex-police officers, or employed ex-police officers directly as legal executives149.

• 83% of solicitor legal aid firms responding to a survey employed a cashier; 55% had a practice manager; 21% of the 

firms employed an in house accountant150.

• For barristers differences in work undertaken are:

• 38.4% of self-employed barristers reported that they practised in crime; 99.7% reported doing legal aid work. 

Despite the fact that considerably more men than women were self-employed (70.7% vs 29.3%) the gender ratio in 

criminal practice was significant with 36% of women and 39% of male self-employed barristers reporting working in 

crime. Among crime barristers more than 63% derived more than 91% of their income from crime work. 

• 78% of female and 77% of male self-employed barristers practised in civil work. Of those who practised in civil, a 

significantly higher proportion of women (74.5%) did legal aid work than men (57.2%).  A significantly higher 

proportion of women than men did family work in general, 48% of female and 21% of male barristers151.
Sources:

148. Legal executives and the phantom of legal professionalism: the rise and rise of the third branch of the legal profession? Andrew M Francis, 2002

149. Criminal Case Profiling Study: Final report Legal Services Research Centre 2001

150. Financial and management training needs in solicitor firm Otterburn Legal Consulting For the Legal Services Commission, 2009

151. Quality assurance for advocates: Summary report of the QAA Equality and Diversity data survey and focus groups, Legal Services Commission, 2009 
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– Work undertaken by the LSRC in 2006 found 

a range of activities being undertaken across 

categories of law for legal practices that 

delivered legal aid152.

– The table shows that, 53.8% of organisations 

who offer housing do casework, 38.5% 

provide representation and 15.4% offer 

second-tier support in the same subject. This 

can be compared to 100% of welfare benefits 

advice givers in private practice do casework.

– Overall the survey found  increased 

specialisation, with proportions offering 

representation or second-tier support 

generally well below the proportion also 

providing casework although for a limited 

number of subject areas there is variation 

from this pattern, for example, mental health 

and sexual violence.

– This indicates that as the depth of service 

required increases, the number of suppliers 

offering these services decreases. 

Sources:

152. Table reproduced from Legal Advice Sector Workforce: Analysis of Survey Findings, Legal Services Research Centre, 2006

Primary Subject 
Area of Advice 
Provision

Casework Representation Second Tier
Support

Housing 53.8% 38.5% 15.4%
Welfare Benefits 100% 25.0% 25.0%

Debt/Money 
Advice

50.0% 12.5% 0%

Consumer 33.3% 16.7% 16.7%
Discrimination 0% 0% 0%

Immigration/Asyl
um

66.7% 50.0% 16.7%

Community Care 0% 100% 100%
Education 0% 0% 0%
Employment 40% 26.7% 26.7%
Personal Injury 68.8% 50.0% 18.8%

Clinical 
Negligence

85.7% 71.4% 28.6%

Health 0% 0% 0%
Mental Health 60% 80.0% 20.0%
Environment 0% 0% 0%
Human Rights 66.7% 50.0% 33.3%
Family 61.4% 58.0% 17.0%
Children 61.7% 59.6% 21.3%

Domestic 
Violence

64.7% 61.8% 26.4%

Sexual Violence 69.6% 78.3% 21.7%
Crime 62.3% 56.6% 17.0%

Actions against 
the Police

50% 37.5% 0%

Public Law 63.4% 54.5% 0%
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Supply: 

Static market analysis

1. What does supply consist of who’s in it/who does what? How does the total Supply breakdown? 

(reserved & unreserved)

2. What are “high street” services?  How big is this market? 

3. Market Segmentation - What are sensible ways of dividing up the providers?  

4. Can we have a breakdown of work that is reserved/unreserved? 

5. How do we define small, medium, and large legal service providers? 

6. What types of management structure and business models exist in the market?  

7. What is the breakdown of firms in terms of informal partnerships, franchises and legal/non legal entities?

8. What is the diversity of providers by size/profitability? 

9. Can we have providers by type and volume of work? 

10. Can we have a geographical distribution of services? 

11. What is the number of lawyers by service type? 

12. What types of work are undertaken by different law firm staff? 

13. How does the medium of service delivery e.g. F2F, phone, internet 

breakdown across legal services?
14. What are the gaps in legal services provision by area/type/social demographic?
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– The RIR has found no published data on the use of different mediums of service delivery for any categories of work. 

– A possible proxy measure of changes in technology  could be changes in the ratio of offices to firms over the past 

5-10 years  with a decrease from 1.38 to 1.28 office to firm ratio between 2004-2009 but this could be a function of 

changes in firm sizes153.

– Commentators propound the use of the internet as a way of augmenting business:

– Elawyering firms (those offering services via the web) need to consider the use of client extranets, and web enabled 

document automotation. Combining digital applications with traditional human service is a way to increase small law firm 

profit margins, without increasing the amount of time that the attorney spends on each transaction154.

– This includes Citizens Advice where a zero based review reported on the need for CABs to take advantage of new 

technology for divert clients from the most labour-intensive and expensive-to-provide service of face-to-face counselling 

so that this service can be reserved for those who really need it, especially socially deprived people. The diverted clients 

would be expected to help themselves to a significant extent, rather than have full advice provided tailor-made to their 

circumstances155.

– Recent research summarised solicitors views: "Face to face contact with a legal adviser is most valuable for cases 

involving highly distressed consumers (typically in family law), consumers with communication problems (e.g. where a 

client has poor English), consumers with some degree of mental impairment (e.g. certain elderly clients), consumers who 

lack IT literacy (frequently preference was made to elderly clients), the consumer attending court." Face to face contact 

with a legal adviser was described as not necessary for PI, Will writing, conveyancing, and simple legal issues156.

Sources:

153. Trends in the Solicitors Profession, ASR TLS 2004 and 2009. 

154. eLawyering for a Competitive Advantage – How to Earn Legal Fees While You Sleep, Richard S. Granat, Esq. American Bar Association 2008   

155. Zero–Based Review of Citizens Advice and Citizens Advice Scotland: External Evaluation Dr Bob Dobbie July 2006 Department for Business Innovation & Skills 2006

156. What will be the impact of ABS on geographic access to justice?  Phase 1 Final report July 2010  Prepared for the Law Society by Oxera
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– In terms of capability for delivering online advice, a 2005 survey for the Law Society found that :

– Ninety percent of fee-earners in firms with less than ten partners now have a PC on their desk (up from 49% in 2002); 

86% of sole practitioners have their own PC and only 3% have no access to a PC at all. Around 80% of solicitors in 

private practice work in a firm with its own Website and, overall, only 10% of respondents were in firms that did not plan to

have a Website. 

– This survey also reported that: 

• Many small firms have introduced work-generating Websites that offer services like online matter tracking or fee 

quotations.

• 18% of firms had received requests for electronic services from other bodies. Of these, 30% had come from banks 

and 19% from estate agents.

• 20% of solicitors have received requests from other solicitors for online services. 

• Up-to-date IT is already a condition of securing instructions from in-house lawyers in large businesses or 

government offices who take for granted the ability to exchange documents and messages by email. 

• e-mail was reported to be an effective way of communicating with the Bar.

• Over 30% of clients were willing to receive e-mail advice and this rose to 46% for conveyancing clients (80% of 

whom were also willing to receive advice by telephone).

– This survey shows widespread use of IT 6 years ago, driven in part by firms responding to client demands. The 

expectation would be that the use of technology has increased since then, in line with societal trends157.

– Recent research on sole practitioners reported that 47% of respondents said they had developed an online element to 

their practice delivery, enabling clients to log on and track the progress of their matter158.

– The RIR has found no information on the use of technology by other authorised persons. 
Sources:

157. An e-Strategy for the Law Society, TLS, 2005

158. The Future of Small Law Firms Jeopardy or Opportunity, Lawyer Locator 2010  
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Supply: 

Static market analysis

1. What does supply consist of who’s in it/who does what? How does the total Supply breakdown? 

(reserved & unreserved)

2. What are “high street” services?  How big is this market? 

3. Market Segmentation - What are sensible ways of dividing up the providers?  

4. Can we have a breakdown of work that is reserved/unreserved? 

5. How do we define small, medium, and large legal service providers? 

6. What types of management structure and business models exist in the market?  

7. What is the breakdown of firms in terms of informal partnerships, franchises and legal/non legal entities?

8. What is the diversity of providers by size/profitability? 

9. Can we have providers by type and volume of work? 

10. Can we have a geographical distribution of services? 

11. What is the number of lawyers by service type? 

12. What types of work are undertaken by different law firm staff? 

13. How does the medium of service delivery e.g. F2F, phone, internet breakdown across legal services?

14. What are the gaps in legal services provision by area/type/social 

demographic?
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– The RIR has found very limited information in this area. What is available is limited to: 

Provider views: 

• A n economic investigation looking at the potential impact of ABS on geographical access, in attempting to 

identify areas that might be 'thinly served', compared the number of solicitors offices with other service 

outlets - bank branches, post offices, pharmacies, and GP practices. Research also looked at survey 

evidence including the MoJ Baseline survey and the CSJS, finding no evidence to support a hypothesis that 

rural areas are less well served than urban areas. The investigation interviewed 15 firms and potential 

entrants, finding that for a small minority of consumers in these areas who were outside a five mile radius of 

solicitors offices, ABS impacts on more specialist areas might be more significant, because different firms 

don't offer the same categories of law159.

• Regional summary of gaps in service provision by specific CAB office160.

Indicators of legal need: 

• Data such as unrepresented trade mark applicants161 or use of advisers162, doesn't allow an understanding 

of whether individuals chose not to use a legal service provider, or were unable to access services. 

– There is a significant deficit of understanding as to whether there are gaps in access to legal services, as access 

can be measured in different dimensions, e.g. geographical proximity or affordability, and means different things 

for different types of consumers. 

Sources:

159. What will be the impact of ABS on geographic access to justice?  Phase 1 Final report July 2010  Prepared for the Law Society by Oxera TLS 2010

160.  Geography of advice: An overview of the challenges facing the Community Legal Service Citizens Advice 2010 

161. 2000 to 2010 Percentages of trademarks and patents applied for by unrepresented applicants Intellectual Property Office 2010

162. Civil & Social Justice Survey LSRC 
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Static market analysis: Knowledge Gap summary  

Unknown Estimated Limited Known
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What does supply consist of who’s in it/who does what? How does the total market 

value breakdown? (reserved & unreserved)
K K K K K K K K

What are “high street” services?  How big is this market? U U U U U U U U

Market Segmentation - What are sensible ways of dividing up the providers?
L L U U U U U U

Can we have a breakdown of work that is reserved/unreserved? U U U U U U U U

How do we define small, medium, and large legal service providers? L L U U U U U U

What types of management structure and business models exist in the market? L L U U U U U U

What is the breakdown of firms in terms of informal partnerships, franchises and 

legal/non legal entities?
L U U U U U U U

What is the diversity of providers by size/profitability? K L U U U U U U

Can we have providers by type and volume of work? U U U U U U U U

Can we have a geographical distribution of services? L L L L L L L L

What is the number of lawyers by service type? U U U U U U U U

What types of work are undertaken by different law firm staff? U U U U U U U U

How does the medium of service delivery e.g. F2F, phone, internet breakdown across 

legal services? 
U U U U U U U U

What are the gaps in legal services provision by area/type/social demographic?
L U U U U U U U
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Supply: 

Dynamic analysis of the market –

Elasticity of supply, substitution, barriers to 

entry & exit, and change.  
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Supply: 

Dynamic analysis of the market

1. What are the entry & exit barriers for reserved/unreserved activities 

and regulatory activities?
2. What is the elasticity of supply by product?

3. What are the barriers to changing services offered?

4. Why does the supply side segment the way it does?

5. What form does supply side substitution take?

6. What use of Legal Process Outsourcing and international outsourcing are firms making?

7. What are the most common areas for transfer between different types of law?

8. What factors determine whether a provider expands into/withdraws from an area of legal services?

9. What is the impact of new regulatory arrangements (complaints, oversight) on the market?

10. How have the types of services changed after the introduction of the LSA 2007?

11. How has the number of small firms in the market changed after the introduction of the LSA 2007?

12. What have been the drivers of market changes?

13. What is the likely take up of ABS as a structure?

14. What is the take up of LDPs and MDPs? 
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– The RIR has found no research specifically looking at entry and exit barriers for offering reserved and unreserved activities. 

Drawing on a range of research we can provide limited information on other entry and exit barriers in legal services in some 

regard:

Sources:

162. The Regulation of Legal Services: What is the Case for Reservation?, Legal Services Institute 2011

163. See Competition in Professions, Office of Fair Trading 2001 for a full analysis of barriers to entry prior to the Legal Services Act 2007. 

164. Unleashing Aspiration: The Final Report of the Panel on Fair Access to the Professions Panel on Fair Access to the Professions 2009

165. For example see A market analysis of legal aided services provided by barristers Frontier Economics 2003

Regulatory

•There are no barriers to offering unreserved legal services. These are unregulated, where they are not covered by statute 
and are not undertaken by an authorised person. This has been described as a ‘regulatory gap’, where clients who procure 
activities which are not reserved or regulated, from providers who are not regulated as qualified or licensed practitioners, 
are left without any protection. Activities that currently fall into this gap include some that could potentially seriously affect 
the lives of the people involved and of others around them (such as the preparation of wills, or advice about mental 
health)162.

•Clearly reservation of some activities acts as a regulatory barrier to entry into some parts of the market, such as 
conveyancing, though different  types of authorised persons are within these barriers.  This represents a significant 
reduction in the traditional barriers to entry into providing legal services163.

•In other areas quasi regulation  acts as a barrier to entry. For example in legal aid barriers to entry for solicitors are 
achieving the quality assurance standard, and securing a contract to deliver legal aid via a bid round process.

•Exit barriers arising from regulation include run off cover, successor practice rules and file recording requirements. 

Education 
& 

Qualificati
on barriers •It has been reported that lawyers tend to grow up in families of above average income164 and the need to develop specialist 

knowledge means that individuals tend to develop specialism in specific areas of law165.
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Sources:

166. Legal services reforms and litigation - Professor Stephen Mayson Legal Services Policy Institute 2007 

167. Referral arrangement and legal services research report, Moulton Hall Ltd, 2007, The Law Society 

168. Law Management Section Financial Benchmarking Survey 2010, TLS 2011

169. After Clementi - The impending legal landscape - Professor Stephen Mayson Legal Service Institute 2006

170. Evaluation of OFT Competition Advocacy Prepared for the Office of Fair Trading by London Economics April 2010

Costs

• It has been reported that Economies of scale arise when the unit costs of production fall and that requires scaleable 
products and services. In law not all services are scaleable . Many aspects of publicly funded advice relate to highly 
technical areas of law, applied to some of the most vulnerable in society. The technicalities of many aspects of social welfare 
and immigration law and their application to specific client circumstances are not yet susceptible to commoditisation and 
processes - they are not scaleable and could not deliver economies of scale166. There are extra costs of operating in some 
markets, such as referral fees. However, these have not been reported as a barrier to entry with a recent survey reporting 
that ‘firms either accept the additional cost or try and reduce other costs to the firm by changing the way they work through
new technology and employing less qualified staff to increase the volumes of cases they can manage167. A recent survey of 
200 (2%) solicitor firms, puts the breakeven point for solicitors legal practices at £76,000 per annum168.That means an 
individual fee earner must achieve at least £80 per hour and bill at least 1,100 hours to cover costs. 

•Why would the legal services market be attractive to new entrants? 

•There is a large fragmented market of series of markets with identifiable over capacity and inefficiency. The reserved, 
unregulated consumer services will probably be most attractive ..... though the £2bn legal aid market could also be tempting.
Capital could be made available for investment in expansion or IT consolidation. There are economies of scale to be derived 
from investment in and the restructuring of commoditised or bulk services. They are in a position to expend and exploit their
brands in ways in which the fragmented high street is not169.

•A review of the effect of abolishment of solicitors’ exclusive right to offer conveyancing services in England and Wales found 
that solicitors’ fees did not decrease as a result of entry by conveyancers. This may be because the two types of providers 
are perceived as sufficiently separate market segments for no or very little price transmission to take place between them. In 
economic terms, we assume the cross-price elasticity between the two segments to be zero or close to zero170.In Australia, 
the removal of lawyers’ exclusive right to provide conveyancing services and barristers’ exclusive right to appear in court 
cases contributed to an estimated 12% decrease in overall legal costs in each of the two markets.
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Sources:

171. For further discussion see Cost benefit analysis of policy options related to referral fees in legal services, Charles River Associates 2010

172. SRA data submission to Legal Services Consumer Panel Referral Fee call for evidence 2010.

Channels 
to market

•While the RIR has found no specific information on this area, a key barrier to changing services offered is channels to 
consumers. To expand into new services an enterprise must have some certainty of volume of work to cover costs, 
Therefore there is some economic value to legal enterprises in securing access to a channel to market. Examples 
include:

•In criminal legal aid, police station cases are distributed via a rota system with each rota slot having value both in terms 
of access to a guaranteed volume of cases, and an expectation that these cases will lead to further work in the 
Magistrates and potentially Crown Court, or through repeat clients. 

•Payment of referral fees in areas such as conveyancing, personal injury, and advocacy, because of the value to the 
enterprise of increasing the amount of billed time. This is a function of having relatively static fixed costs, such as 
salaries171.

Law Practice Size

No. of Referral Fee 

Arrangements

Average 

Referral Fee

Sole Practitioner 93 £595.51

2-4 Partners 202 £209.90

5-10 Partners 236 £270.29

11-25 Partners 97 £170.13

26-80 Partners 8 £614.22

Summary 636 £287.72

-SRA data172 shows that in 2008/9 8,341 

different ‘introducers’ sourced 11,320 clients 

for solicitors legal practices. These 

arrangements were most common in 

conveyancing. 

- The average referral fee paid was £287.82
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Supply: 

Dynamic analysis of the market

1. What are the entry & exit barriers for reserved/unreserved activities and regulatory activities?

2. What is the elasticity of supply by product?
3. What are the barriers to changing services offered?

4. Why does the supply side segment the way it does?

5. What form does supply side substitution take?

6. What use of Legal Process Outsourcing and international outsourcing are firms making?

7. What are the most common areas for transfer between different types of law?

8. What factors determine whether a provider expands into/withdraws from an area of legal services?

9. What is the impact of new regulatory arrangements (complaints, oversight) on the market?

10. How have the types of services changed after the introduction of the LSA 2007?

11. How has the number of small firms in the market changed after the introduction of the LSA 2007?

12. What have been the drivers of market changes?

13. What is the likely take up of ABS as a structure?

14. What is the take up of LDPs and MDPs? 
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– The RIR has found very limited information in this area. What is available is limited to legal aid where: 

– A survey of solicitor legal aid firms in 2003 found that 40% were willing to take on more publicly funded work at 

current remuneration rates. Responses varied by region with over 55% of firms willing to take on more work in the 

North compared to less than 30% in the South. Firms who held a larger number of contracts were more likely to be 

willing to take on more legal aided work at current remuneration rates. Close to 60% of firms deriving between 

75% and 100% of their fee income from publicly funded work compared to just over 20% of those firms deriving 

less than 25% of their fee income from publicly funded work173.

– An analysis of a survey of Family Barristers in 2009 found that ‘the relationship between hours of work supplied by 

barristers and the hourly rates for family legal aid and privately paid work were found to be insignificant. This could 

be interpreted as inelastic supply of family legal aid by barristers, which means that a change in rates for family 

legal aid does not affect the share of hours worked in this area. However, in order to ensure the robustness of the 

overall research conclusions and to be cautious in the findings, the analysis assumed that barristers are as price 

elastic as solicitors with a price elasticity of 0.34 as opposed to 0.00. This means that a 10% increase in hourly 

rates for a particular type of work, for instance family legal aid, will result in a 3.4% increase in the supply of hours 

for this type of work174.

– There is no other published information on other categories of work or other types of authorised persons.  It 

remains unknown how responsive legal service providers are to changes in price, if at all.  

Sources:

173. A market analysis of legal aided services provided by solicitors Frontier Economics December 2004

174. Final Impact Assessment of Family Legal Aid Funding from 2010 - A Consultation Response 2009



DRAFT

Supply: 

Dynamic analysis of the market

1. What are the entry & exit barriers for reserved/unreserved activities and regulatory activities?

2. What is the elasticity of supply by product?

3. What are the barriers to changing services offered?
4. Why does the supply side segment the way it does?

5. What form does supply side substitution take?

6. What use of Legal Process Outsourcing and international outsourcing are firms making?

7. What are the most common areas for transfer between different types of law?

8. What factors determine whether a provider expands into/withdraws from an area of legal services?

9. What is the impact of new regulatory arrangements (complaints, oversight) on the market?

10. How have the types of services changed after the introduction of the LSA 2007?

11. How has the number of small firms in the market changed after the introduction of the LSA 2007?

12. What have been the drivers of market changes?

13. What is the likely take up of ABS as a structure?

14. What is the take up of LDPs and MDPs? 
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– The RIR has found very limited information in this area. What is available is limited to legal aid:

• Technical expertise is a possible barrier to changing services for solicitors: A report into the legal aid 

market concluded that there are distinct economic markets for legal services concerning criminal versus civil 

law, where civil law includes family law. It is less clear whether there are distinct markets within civil law, 

although this may be the case for the areas of law requiring specialist skills, such as Mental Health and Clinical 

Negligence. This was because survey respondents considered it easiest to switch between private and publicly 

funded work and most difficult between criminal and civil work175.

• However for Barristers there is some flexibility in changing services: responding to reductions in legal aid 

funding of criminal work barristers have: 

• (i) chambers diversifying out of crime work, encouraging new tenants to undertake civil and commercial work 

and with chambers increasing the proportion of civil and non publically funded work undertaken. 

• (ii) Decline in number of pupillages offered. 

• (iii) Cost reduction using IT and downsizing physical space. Some criminal sets out of London have cost 

structures whereby only 10-17% of overall Chambers’ fee income goes in central Chambers’ costs. 

• (iv) expanding direct access to clients, 

• (v) Merging on the basis that a larger set has greater flexibility: to employ practice managers and support staff; 

to invest in ProcureCo type vehicles; to improve and renovate buildings; to invest in IT; to organise seminars 

and marketing etc176.

– There is no other published information on other types of authorised persons.  
Sources:

175. A market analysis of legal aided services provided by solicitors Frontier Economics December 2004

176. The Future of the Bar by Nicholas Green QC, Bar Council June 2010 - A ProcureCo is an incorporated vehicle which administers and procures legal services. It does not 

provide any legal services itself through employees; however, it can provide the administrative capability for others to provide legal services
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Dynamic analysis of the market

1. What are the entry & exit barriers for reserved/unreserved activities and regulatory activities?

2. What is the elasticity of supply by product?

3. What are the barriers to changing services offered?

4. Why does the supply side segment the way it does?
5. What form does supply side substitution take?

6. What use of Legal Process Outsourcing and international outsourcing are firms making?

7. What are the most common areas for transfer between different types of law?

8. What factors determine whether a provider expands into/withdraws from an area of legal services?

9. What is the impact of new regulatory arrangements (complaints, oversight) on the market?

10. How have the types of services changed after the introduction of the LSA 2007?

11. How has the number of small firms in the market changed after the introduction of the LSA 2007?

12. What have been the drivers of market changes?

13. What is the likely take up of ABS as a structure?

14. What is the take up of LDPs and MDPs? 
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– The segmentation of supply is influenced by a range of factors, such as the historic development of different areas 

of reservation in each of the professions177, and specialisation in particular categories of law or on specific activities. 

In reviewing available research the RIR found repeated references to the management structures of the largest 

section of supply influencing costs: 

– Historically, partnership has been the professional badge of honour. It was the assumed route for any solicitor of a 

certain level of experience. Consequently owners of many law firms have tended to be technically proficient but 

entrepreneurially deficient. They have viewed their role as being to provide legal services to clients rather than to 

build and run a business. Decisions take too long, and are often based on self interest and self preservation rather 

than the best interests of the firm as a whole and its clients. ... Thus too many law firms have partners... who are 

being subsidised by other activities and people and again drive up cost of legal services beyond the level at which 

efficient businesses would be able to provided them178.

– Whether or not these higher costs have driven  up prices beyond the affordable levels is unknown, but it is the  

perceived unaffordability of legal services that gives rise to millions of consumers accessing legal services for civil 

problems through public funding every year, via the Not for Profit sector, local authority funding, or legal aid179.

– This perception of legal services as expensive has also been reported by small businesses180.

Sources:

177. See The Regulation of Legal Services, Professor Stephen Mayson 2010 for a full discussion.

178. Legal services reforms and litigation Professor Stephen Mayson 2007

179. Article 6 iii (c) of the ECHR imposes a duty on the state to provide legal aid in criminal trials to those without sufficient means to pay. There is no specific duty for other areas.

180. Legal Advice for Small Businesses Qualitative Research, AIA Research Ltd 2010
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Dynamic analysis of the market

1. What are the entry & exit barriers for reserved/unreserved activities and regulatory activities?

2. What is the elasticity of supply by product?

3. What are the barriers to changing services offered?

4. Why does the supply side segment the way it does?

5. What form does supply side substitution take?
6. What use of Legal Process Outsourcing and international outsourcing are firms making?

7. What are the most common areas for transfer between different types of law?

8. What factors determine whether a provider expands into/withdraws from an area of legal services?

9. What is the impact of new regulatory arrangements (complaints, oversight) on the market?

10. How have the types of services changed after the introduction of the LSA 2007?

11. How has the number of small firms in the market changed after the introduction of the LSA 2007?

12. What have been the drivers of market changes?

13. What is the likely take up of ABS as a structure?

14. What is the take up of LDPs and MDPs? 
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– Supply side substitution in legal services  

can be illustrated along two dimensions:

1. Horizontal: whether or not to 

undertake the activity within the 

organisation or refer the work onto 

another expert. Examples include the 

cost assessment of a bill being 

outsourced to a cost draftsmen or 

outsourcing standard processes to 

reduce costs.  

2. Vertical: who within the organisation 

should undertake which types of work 

and how much should the resource 

inputs be. For example, which type of 

legal professional to use on which parts 

of the service.  

Legal Service 

In house

Resource 
type AND   

Resource 
amount

OR External

Expert Process

- This has been called the ‘make or buy decision’ and its scope is determined by three considerations for law firms181:

- Decomposition – the extent to which an activity can be broken down into different parts. 

- Human asset specificity – which tasks are best undertaken inside and outside the firm, depending on in house skills. 

- Risks – such as poor performance of outsource suppliers, status impacts, and risk of being bypassed by the client in 

the future. 

Sources:

181. Supply Chains & Porous Boundaries: The Disaggregation of Legal Services, Milton C Regan Jr & Palmer T Heenan, 2010
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– There are  rights of audience restrictions for advocacy in Crown Court and above for Criminal Cases, High Court and 

Court of Appeal for civil cases, and where the court assigns counsel in Magistrates Court . 

– The table  above compares the volume of activity in each courts183, against the proportion of all eligible advocates 

who have  rights of audience , and can therefore potentially supply  advocacy services, in these courts184.This simple 

analysis ignores  the impact of specialism which will reduce the number of advocates who actually do undertake this 

work185.Unsurprisingly the higher volume of work at a court the greater the proportion of advocates with rights of 

audience, reflecting the tiers of court.

Sources:

182. A market analysis of legal aided services provided by barristers, Frontier Economics 2004

183. See slide 28, sourced from Judicial and Court Statistics 2009 Ministry of Justice 

184. Figures from the Data Platform. 

185. This is in part due to a lack of published data on specialism and the self employed Bar. 

– The most common form of supply substitution occurs with the use of external advocates. Due to rights 

of audience restriction on who can appear before a court and undertake advocacy on behalf of a client, 

the decision to refer work to an external advocate may be automatic because of a lack of skilled staff 

within the organisation. 42% of respondents to a survey of legal aid solicitors stated that court requirements was a 

determining factor in decision to use a barrister182.
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– The same survey found that the other main reasons for a solicitors firm to instruct an external advocate

included:

• Lack of time to do the work in house – 26%

• Advocacy Expertise – 20%

• Legal Advice and case management experience – 7% 

– This showed greater use of barristers in criminal cases as opposed to family and civil cases. The survey did report 

access to an additional work stream as a motivation for keeping advocacy in house. 

– A more recent market study reported that  solicitors tended to instruct many different barristers, substituting between 

different types of expert, with half of family legal aid solicitors using 5 different barristers in 5 different cases. This also

reported that for family legal aid cases, self-employed barristers are used in just over one third of cases with 

proceedings in court186.  Substitution between types of expert does take place but to what extent is unknown.  One 

estimate suggests  that 1,000 solicitors are making a living from advocacy187.

– In relation to supply side substitution of advocacy it has been stated that ‘The Crown Prosecution Service is the main 

client of the Bar; and also its main competitor’ 188.  In 2005 the CPS  set out targets to undertake more advocacy in 

house, in order to provide financial savings. These are shown below, where Higher Court Advocates (HCA ) hours are 

substituted for self employed barristers: 

Sources:

186. Undertaken by Ernst & Young, reported in Final Impact Assessment of Family Legal Aid Funding from 2010 - A Consultation Response Legal Services Commission 

187. Challenges and choices: the Bar in flux, Jomati Consultants, 2010

188. Report of the thematic review of the quality of prosecution advocacy and case presentation, HMCPSI 2009
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– A review of this strategy compared the quality of high court advocates and barristers undertaking  

different types of CPS work across 367 advocacy assessments189. They found varied results which 

suggest that for more simple cases in house advocates deliver better quality, but where a contested 

trial requires advocacy, self employed barristers provide a higher level of quality: 

– This substitution has been given as a reason for the rapid growth of employed barristers, with  ‘a flow of barristers leaving 

private practice to seek the security of employment in the Civil Service and has caused a dearth of work for young 

barristers in Chambers to cut their teeth upon190. However  the CPS has stated that the delivery of advocacy services will 

continue to be done by a mix of in house and self employed advocates191. 

– This reflects a view that because of the specialist skills required for advocacy, the range of choice offered by self 

employed barristers cannot be matched by an in-house advocate. Economies of scale mean that the in house advocate is 

unlikely to ever have  the opportunity to develop expertise in all the areas covered by the self employed bar. This gives the

self employed bar as a whole a natural competitive advantage over in house advocates in instances where the work is  

less standard and more specialist. This is supported by the findings of a recent report where there had been a 48% 

increase in the use of the self-employed bar by in house counsel192.  However where the work is more standardised and 

subject to greater cost pressures the  scope to retain work increases with one firm reporting that it has restructured so that 

80% of criminal legal aid advocacy remains in house193. 

Sources:

189. Report of the thematic review of the quality of prosecution advocacy and case presentation, HMCPSI 2009

190. The Future of the Bar by Nicholas Green QC, June 2010 Bar Council

191. The Future of the Bar - The Crown Prosecution Service – a procurer of the Bar’s services Keir Starmer QC, Director of Public Prosecutions Bar Standards Board 2010

192. Winmark Report - The Legal World on its Future (July 2010), reported in The Future of the Bar by Nicholas Green QC, June 2010 Bar Council 

193. Big Bang Report: Opportunities and threats in the new legal services market, Jon Robins 2010
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– Another view194 suggests that the level of growth of HCAs was due to three factors: 

(i) size of local solicitors as smaller firms are more likely to use self employed barristers, lacking 

capacity for in house advocacy. 

(ii) the concentration of chambers in an area - higher in Crown Court areas than elsewhere 

(iii) geographical variations in crimes - cities with greater levels of gangland crime and murders tend to 

generate more work for the self employed Bar, and variations in chambers cohesiveness.

Sources:

194. The Future of the Bar by Nicholas Green QC, June 2010 Bar Council 2010
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– While the motivation for keeping advocacy services in house might be to access additional income 

streams for an organisation, the motivation to outsource standard processes is likely to be to cost reduction. 

This has been termed Legal Process Outsourcing  (LPO), and can be off site, regional, or overseas.

The RIR has found very limited information on the extent to which legal practices are making use of this strategy. 

However the findings of a variety of reports are summarised below.  

– That legal process outsourcing is happening is clear, to what extent is not. One commentator reports that since the 

start of 2009 there has been a major increase in English legal firms outsourcing to India. For example, Clifford 

Chance in 2006 outsourced much of its back office to India to make annual savings of £10m. Costs can be 

significantly less mainly because of the significant difference in salaries of the people involved in the work: LPO 

companies employ Indian legal graduates with starting salaries of about $7,000 (£4,700) — while top Wall Street 

firms pay their newly qualified associates about $160,000 (£108,000) a year195.However a survey of law firms by 

PWC in 2009 found strong indications of intent to outsource areas such as accounting, HR and procurement 

processes. Surprisingly, we found little evidence of an appetite for legal process outsourcing in this year’s survey. 

With many new players entering this market, we anticipate that this will become a growing area for firms196.

Sources:

195. Turning to India at Break-Neck Speed Richard Susskind 2009

196. The law firms survey 2009 Price Waterhouse Coopers 2009

197. Legal Process Outsourcing: transforming the legal landscape, Orijit Das, 2010

– Activities that are currently 

being outsourced include197:

Creating and maintaining the 
Intellectual Property portfolio 

Patent search and drafting of 
applications. 

Legal and market research 
and opinion pre-work 

Document review and 
analysis 

Contracting drafting, review 
and negotiations 

Market research and analysis 

Litigation document review – 
e.g., discovery or disclosure 
procedures 

Document process 
outsourcing 

Due diligence documents 
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– One survey of 81in-house counsel suggests that the scope of LPO is significant: Almost 6 in 10 

general counsel estimate that a quarter of their workload is routine 'commoditisable' work and a further 27%

put that proportion at closer to half of their caseload. Consequently, 41% would be happy to put some of this 

workload in the hands of an LPO in their home country, although notably fewer (28%) would be comfortable sending it to an 

LPO overseas199. However, a recent survey suggests  only a small number of firms are currently using  LPO with 25% of 

the top 10 using LPO, using an average of 49FTEs, and even fewer being used in other firms200.

– These observations coupled with examples such as Rio Tintos deal with CPA Global that bypasses law firms altogether, 

has led to speculation about whether or not law firms will outsource themselves out of a job201.However predictions suggest 

that the longer term impact of LPO will vary by area. One prediction suggests that low value high volume services will be 

outsourced, causing a split market where routine work such as conveyancing, legal aid, and road traffic work would move 

abroad but niche firms would stay in the UK doing advocacy and specialist work202.

– Other analysis203 predicts that LPOs will compete in three distinct ways, with different consequences for law firms: 

1. LPOs compete on efficiency, using employees without legal training, meaning the role of law firms is to integrate and 

provide bespoke legal services. 

2. LPOs expand the range of services, recruiting lawyers, meaning they are in direct competition with law firms. 

3. LPOs as consultants offering a range of professional services with law firms acting as bundlers of professional 

services. 

– The  general expectation is that new entrants to the legal services market  will make greater use of LPO, but the RIR found 

no data to evidence this. 
Sources:

199. General counsel look for alternatives as law firm fees continue to soar Strategic Legal Advisor 2009

200. PWC Law Firms Survey 2010

201. Legal Process Outsourcing: transforming the legal landscape, Orijit Das, 2010

202. Big Bang Report: Opportunities and threats in the new legal services market, Jon Robbins Byfield Consultancy 2010

203. What is happening in the legal services market? Law Society meeting on how to respond to outsourcing Professor Mari Sako University of Oxford 2010
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– As outlined above a key part of the make or buy decision process is the skills base of the law firm. Given 

the existence of significant information asymmetries in most client lawyer relationships, decisions about 

which type of resource to use are made by the law firm. By type of resource we mean the qualification 

and/or experience of the individual deployed on a particular activity. In the absence of any data of the complete 

makeup of law firm staff the extent to which this  actually occurs is unknown.  

– The analysis from the Data Platform suggests that the opportunity for this type of substitution within authorised 

persons is most common between solicitors and legal executives, as 72% of legal executives working at the same 

postcode as solicitors. To what extent substitution takes place between authorised and non authorised persons 

remains unclear. 

– Research has found that: 

– Solicitors can be substitutes for Trade Mark Attorneys204.

– In relation to police work, solicitors are often substituted for other employees - clerks, trainees etc205.

– Non-solicitors are frequently used in Personal Injury firms206.

– Legal Executives can be substitutes for solicitors under the Children's Act207.

– Solicitors can be substitutes for Licensed Conveyancers in conveyancing and probate208.

Sources:

204. Trademarks: a career in trade marks The Institute for Trade Mark Attorneys 2010 

205. CDS Direct: Flying in the face of the evidence Centre for Crime and Justice Studies 2008 

206. See Referral arrangement and legal services research report Moulton Hall Market Research 2007  and More civil justice? The impact of the Woolf reforms on pre-action 

behaviour The Law Society 2002 

207. Doing business: the management of uncertainty in lawyers' work Law & Society Review 2001 and Legal ethics,  moral agency and professional autonomy: the unbearable 

ethics of being (a Legal Executive)? - Andrew Francis Legal Ethics 2007 

208. Submission to OFT in connection with its market study into home buying and selling 2009 The Law Society 
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– The main concerns relating to resource type  of substitution are around quality, on the assumption that 

lower grade staff will deliver less quality service: Suppliers may react to fixed-price systems not merely by

over- or under-supplying but by varying the quality of the service. They may cut costs and therefore increase 

margins by using less experienced staff. Self-evidently, not all "hours of advice" are the same in terms of the 

quality of service delivered209.

– An alternative view is that  senior ‘experts 'are shielded from easy problems by the junior colleagues they train and 

manage, “allowing them to specialize in problems they have a comparative advantage in addressing” as well as 

using their position, in larger firms, to monitor those below them and coordinate the hierarchies with incentives 

allowing those at the top of the hierarchy to exploit or maximise the human capital of those below them .  

Theoretically this allows for lower cost services210. 

– There are suggestions that this has evolved naturally over time: the allocation of responsibility has shifted over 

time, as junior partners now do what senior partners used to, senior associates do work formerly done by junior 

partners, junior associates complete the tasks that used to be done by senior associates, paralegals take on 

responsibilities formerly borne by junior associates, and technology substitutes for some tasks paralegals used to 

do211.

– The RIR has found no information to assess which of these views is an accurate summary of the real risks of  

substitution of inputs on the quality of service received.

Sources:

209. The Price of Justice - Government procurement of legal aid services  Frontier Economics  

210. Analysis of the difference in quality between generalists and specialists Lawyer Specialisation - Managing the Professional Paradox Cardiff University 2008

211. Supply Chains & Porous Boundaries: The Disaggregation of Legal Services, Milton C Regan Jr & Palmer T Heenan, 2010
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– Given the existence of significant information asymmetries in most client lawyer relationships, decisions 

about the amount of resource to input are determined by the lawyer. As a professional, the lawyer  acts 

as the expert who determines how much treatment is necessary, since the customer is unfamiliar with the 

intricacies and peculiarities of the good in question. Aggravating this special feature is the fact that even ex post, 

consumers can hardly determine the extent of the service that was required ex ante212.

– The RIR has found no information as to the level of this form of supply side substitution .This form of substitution 

relies on an understanding of supplier incentives.  

– However one survey 213 of barristers does suggest a supplier perception that higher rates of pay are linked to better 

service. When asked what would improve the service that they provide, 19% of barristers surveyed said better pay, 

compared to 9% saying better pay for legal aid, and 9% saying better listing by courts. 

Sources:

212. Credence goods and fraudulent experts, Winand Emons, RAND Journal of Economics 1997 

213. Research study conducted for the Bar Standards Board by IPSOS MORI November 2007  Bar Standards Board
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– The RIR has found no direct information to answer the question on whether providers transfer between different 

types of law, if at all. This remains a complete unknown.

– As set out in the analysis above there is clearly a level of dual qualification between solicitors and notaries, and 

also between trade mark attorneys and patent attorneys but it is not clear who these individuals are, or the range 

of work they actually undertake. 
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– The RIR has found no published information on the extent to which providers have over time withdrawn or 

expanded from specific categories of work.  

– The limited information found includes: 

• A recent survey of sole practitioner solicitors found that 30% had added new services and 45% had trained in 

new areas of law214. However it is not clear what these services are or which new categories of work they have 

taken on.

• Repeated observations that solicitors legal practices and barristers are withdrawing from legal aid work, due to 

perceived low rates of pay215.

• Research suggesting very large firms are refocusing on highly profitable practice area to maintain high PEP 

figures216.

• Survey highlighted that Barristers tended to leave the private bar because of uncertainty over future income217.

– Clearly the common determining factor in withdrawing from an area of legal services is that it is believed that the level 

of income is too low and we can assume that this is coupled with a perception that there are more profitable areas of 

legal services into which the provider can move. There is no information on what these more profitable areas might 

be. 

Sources:

214. The Future of Small Law Firms Jeopardy or Opportunity Lawyer Locator  2010

215. For example Advice Agencies, Advisors and their Clients: Perceptions of quality Department for Constitutional Affairs 2005 

216. Financialization and the reorganization of large law firms: practices, vectors and implications Journal of economic geography 2009 

217. Survey of barristers changing practice status Electoral reform services 2009
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– The RIR has found no direct information to answer this question for the legal services market. This remains 

unknown at this point in time. 
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– The major reported changes in the legal services market since the introduction of the Legal Services Act can be 

grouped into four areas: 

Sources:

218. High street reaches 'tipping point' on road to the ABS revolution 21 February 2011  Solicitors Journal

219. Big Bang Report: Opportunities and threats in the new legal services market Jon Robbins 2010

220. Professional Connections: creating opportunities between IFAs and other advisory professionals, JP Morgan Asset Management, 2010

•Some existing law firms are trying to establish recognisable brands through harnessing 
collective marketing before the implementation of ABS. Examples include Law Net, The 
Legal Alliance, Lawyer Locator and Quality Solicitors. Quality Solicitors launched with 15 
firms in May 2010, with a further 55 in November and an additional 50 by February 2011. 
However, the network passed the 150 and is planning on having more than 250 by the end 
of summer 2011 meaning the cover 19% of the five to 25-partner firms’ segment. They 
only allow one firm within a given catchment area but the criterion may be refined to 
reduce the size of the catchment areas and allow more firms in more densely populated 
areas218.These are separate organisations operating under a franchise as opposed to 
merging into one organisation. 

Collectivism: Establishing 
Network  Brands

•Existing law firms are expanding the services they offer, though it is not clear how many 
are doing so and to what extent.

•One approach taken is harnessing technology to provide new routes to market. For 
example Russell Jones & Walker  have developed a range of online services targeted at 
different  segments, operating under different brand names219.

•Another approach appears to be changing the breadth of services offered, with a survey of 
solicitor firms showing that 30% said the Act had made them more interested in exploring 
the potential of a joint venture with an IFA and 33% were interested in a joint venture with 
an accountant while 27% wanted to explore the potential of a multidisciplinary practice 
including both IFAs and accountants220.

Expansion: Changing services 
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221. The Future of the Bar  by Nicholas Green QC, June 2010 Bar Council 2010

222.The Times 2009

223. Strong Results for Co-op legal services, Legal Futures 2010

•Structural changes  have taken place with the advent of LDPs, the rise of Direct Access for 
the Bar, and the development of the ProcureCo model by the Bar Council.  The ProcureCo 
is model that has a number of benefits for Barristers: first, it is a model of practice which 
enables the traditional Chambers to remain and thereby does not give rise to a partnership 
with its attendant problems of conflict of interest; secondly, it enables the Bar to make 
inroads into areas of work that it has not hitherto been effective at penetrating; thirdly, it 
reverses the traditional role of the solicitor as instructing lawyer since now the ProcureCo 
can set up its own panel of solicitors to instruct as and when required to assist in 
performing the contract; and fourthly it provides a vehicle that once formed can be readily 
adapted to take account of future regulatory changes221.

Structural: Changing frameworks

•The most reported example of an organisation offering unreserved legal services is Co-op. 
Launched in 2006, Co-op promoted  legal services to 17m weekly shoppers on legal 
advice on will writing, estate administration, employment and personal injury claims222.

• In 2010 it was reported that Co-op’s legal services business grew by 45% from £14m to 
£20m, with operating profits up from £1.7m to £3.8m. The group claims it is now one of the 
leading providers of wills, probate and estate administration services in the UK223.

•Another example is Halifax launching an online ‘pay as you go’ legal document production 
and advice service.

•Organisations offering unreserved services are able to operate beyond the reach of 
existing regulation. However the RIR has found no other information on changes in other 
unreserved services. 

Competition: Rise of 
‘unreserved’ firms
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– If we define small firms as solicitors legal practices with less than 5 partners, Trends in the Solicitors Profession by 

the Law Society shows that the number of sole practitioner firms has reduced from 4,446 in 2007 to 4,011 in 2010 

(a fall of 10%). At the same time the number of firms with  2-4 partners rose from 4,237 to 4,824. What link these 

changes have with the LSA is unclear but the trend from 2004-2006 is stable.

– It is predicted that the smaller solicitor law firms will be most at risk as a result of increased competition, with one  

estimate that as many as 3,000 of these firms could go bust224. These firms are seen as the most vulnerable to  

competition because a multitude of small businesses inevitably presents a fragmented supplier base and 

duplicated costs. When this fragmentation and duplication is combined with a tendency to recruit more highly 

qualified (and therefore more expensive) people than the work may truly warrant the cost eventually becomes too 

high for clients' to bear - or provides an opportunity for a better organised and more business like competitor to 

come along with a more attractive offering225.This is echoed by other commentators who suggest that these firms 

will be at a disadvantage in work that can be commoditised because larger competitors will have access to greater 

levels of finance and lower unit costs226 and a recent report that suggests increases in merger activity amongst 

smaller solicitor firms 227 .

– Fewer larger solicitors legal practices means a reduction in the number of firms who refer work to the Bar. Even if 

the volume of referred work does not decline the concentration of referrals in a smaller number of firms will reduce 

the points of access to work and privilege certain relationships over others228.

Sources:

224. Big Bang Report: Opportunities and threats in the new legal services market, Jon Robbins

225. After Clementi - The impending legal landscape Legal Services Policy Institute 2006

226. External capital and law firms – the future  Chris Marston Legal Futures 2010.

227. Merger activity doubles in last six months Law Consultancy network 2011

228. The Legal Services Act 2007: Implications for the Bar 's Sources of Work Professor Stephen Mayson  Legal Services Policy Institute 2008
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Technology 
expanding 

reach

Corporate 
Client 

demands

Increased 
sources of 

supply

Changes to 
the courts

Recessionary 
impacts

Anticipation 
of ABS

Reduced 
Public 

Finding 

The research sources reviewed 

as part of the RIR provide a 

wide range of commentary on 

why changes are taking places 

within the legal services market. 

These have been grouped into 6 

main areas and are discussed in 

turn in the following slides. 

Clearly there is a substantial 

degree of integration in each of 

these factors and they should 

not be considered in isolation. 

This was echoed in a recent 

study where reforms to legal 

aid, increasing use of non 

solicitors to provide legal advice, 

technological change and 

consumer adaptation to new 

technology, outsourcing, and 

referral fee changes, are all 

cited as drivers of market 

changes229. 

Sources:

229. What will be the impact of ABS on geographic access to justice?  Phase 1 Final report July 2010 Prepared for the Law Society by Oxera 
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1. Technology expanding reach: Legal information solutions are being used to substitute for the professional services of 

a lawyer and expand the market reach of firms. Allowing organisations to mass market legal services on line, whether 

they are  traditional law practices or not.  The American President of Direct Law writes these new non-lawyer legal 

websites are very efficient. Once content is published to the site there is little else that the publisher has to do to 

generate cash flow, except to market the site on the Internet. Consumers pay with a credit card. Cash flows directly 

into the publisher’s account within 48 hours of purchase.. ... These new alternatives are capturing or acquiring clients 

from both the “latent market for legal services” and from existing law firms. This suggests that technology can be used 

to offer lower cost  fixed prices services to clients who can access these services at their as opposed to providers 

convenience230. In one example  of use of technology one firm claimed to have taken on 80 new divorce cases a 

month, citing the firm’s accessibility, customer service and clarity on costs (fixed fees) as a reason for this volume of 

work231.

– Another commentator states that because of this technology Clients will eschew bespoke services, demanding more 

efficient, less costly points on the continuum to commoditization. Lawyers will pay more attention to recognition (of the 

need for legal advice), selection (of the source of legal advice) and service (the process of delivering legal advice and 

assistance), and IT will optimize each of these stages232. This will lead to 5 types of lawyers in the future: 

1. Expert trusted advisers - handcraft legal solutions, but their work is a luxury clients will not pay for.

2. Enhanced practitioners will support the delivery of the standard and commoditized packages produced.

3. Legal knowledge engineers utilising legal expertise.

4. Legal risk managers are counsellors who avoid legal problems .

5. Legal hybrids schooled in complementary disciplines aligned to law, project managers, strategy consultants, 

etc.. 

Sources:

230. eLawyering for a Competitive Advantage – How to Earn Legal Fees While You Sleep, Richard S. Granat, Esq. American Bar Association 2008 

231. The Future of Small Law Firms Jeopardy or Opportunity?, Lawyer Locator  2010 

232. Armageddon for the Legal Profession? Andrew Boon Legal Profession – JOTWELL 2010
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– Recent research into natural persons found that use of the internet for advice seeking steadily increasing from 4% 

in the 2001 survey to 11% in the 2004 survey to 16% in the 2006-9 survey233.

– 2. Corporate Client demands: A recent survey of 81 in house counsel reported that they will retain more of their 

work in-house as technology enhances their ability to handle major projects in-house and to access the knowhow 

required to keep sophisticated jobs in-house. As a result, despite the budgetary pressures they face, 22% of 

general counsel expect their departments to grow further in size, compared with just 4% who expect them to 

shrink234.

– In the US, it is reported that corporate clients have had a substantial impact on the way law firms handle core 

matters, such as billing and staffing. This has led to legal services being split into three distinct types of matters:

– 1. "Outsourceable" matters, such as document review and standard contracts. 

– 2. "Running the Business" matters that are deeply ingrained into how businesses work, like intellectual property, 

compliance and employment issues. 

– 3. "Betting the Business" matters that are critical to the success of the company, such as antirust or securities 

litigation or bankruptcy.

– This hierarchy has an implicit value attribution, whereby matters that can be outsourced have a lower value, 

because, arguably, they can be performed by anyone with fundamental legal training. Clients therefore expect 

these kinds of legal services to cost the least out of the different layers of service. At the top of the hierarchy, 

Betting the Business matters include not only major transactions and litigation, but also knowledge of how to work 

government agencies or understanding how a case will be positioned in the media235.

Sources:

233. Report of the 2006-9 English and Welsh Civil and Social Justice Survey , Legal Services Research Centre, 2011

234. General counsel look for alternatives as law firm fees continue to soar Strategic Legal Advisor 2009

235. Client Driven Innovation in Legal Services - The State of the Legal Profession, Part 1 Andrew Zangrilli, FindLaw 2008
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– 3. Increased sources of supply: Growing numbers of solicitors and barristers have increased the pool of supply of 

professional legal services. However this has been further widened as a result of technological developments making  legal 

process outsourcing viable. As one piece of research reports:  The value chain for law firms is disintegrating. This 

possibility had existed for some time, with new ICT technology. Much of legal knowledge can be standardized, 

systematized, and packaged for delivery using self-service and smart systems. Moreover, the billable hour, which 

developed as a common way of charging clients, has come under severe attack, as the notion of professional autonomy 

and self-regulation came into conflict with the notion of business efficiency and consumer interest. Combined with the 

availability of new locations as sources of supply of talent, ICT has pushed global corporations in the direction of off 

shoring236.

– 4. Changes in the law: Reforms to the courts have been cited as a cause of the fall of 29% in the number of civil court 

cases between 1997 - 2003. Changes in the law have been cited as a driver for the increase in criminal trials, with 3,000 

new criminal offences since 1997237.

– 5.  Recessionary impacts: One example of recessionary impacts is the fall in residential conveyancing transactions from 

1.6m p.a. in 2006, to 900k p.a. in 2010238. Legal  firms responded to a downturn in work as a result of the recession by 

making staff redundant and increasing chargeable hours targets239.

– 6. Anticipation of ABS: Current providers and new entrants have been preparing for  the introduction of ABS, as set out 

on preceding slides. 

– 7. Reduction in public funding: While legal aid represents around 10% of the value of the legal services market, nearly a 

third of solicitors legal practices undertake this work. Therefore it is reasonable to conclude that changes in legal aid are a 

significant driver of changes in the legal services market240.

Sources:

236. Professor Mari Sako - Said Business School, University of Oxford, The future of legal services: Emerging thinking  Legal Services Board 2010 

237. Research Summary 1/10 Ministry of Justice 2010 

238. HMRC Volume of Property Transactions September 2011

239. Law Management Section Financial Benchmarking Survey 2011, The Law Society 2011

240. Legal aid - funding and access Criminal Bar Association 2010 
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Dynamic analysis of the market

1. What are the entry & exit barriers for reserved/unreserved activities and regulatory activities?

2. What is the elasticity of supply by product?

3. What are the barriers to changing services offered?

4. Why does the supply side segment the way it does?

5. What form does supply side substitution take?

6. What use of Legal Process Outsourcing and international outsourcing are firms making?

7. What are the most common areas for transfer between different types of law?

8. What factors determine whether a provider expands into/withdraws from an area of legal services?

9. What is the impact of new regulatory arrangements (complaints, oversight) on the market?

10. How have the types of services changed after the introduction of the LSA 2007?

11. How has the number of small firms in the market changed after the introduction of the LSA 2007?

12. What have been the drivers of market changes?

13.What is the likely take up of ABS as a structure?
14. What is the take up of LDPs and MDPs? 
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– There are no shortage of predictions of what will be the take up of ABS as a structure, once the regulations are 

in place to allow for these types of legal businesses. A range of surveys have been undertaken in the last 4 

years and the results of some of these are shown in the chart below. 

– As can be seen these

surveys are of different 

cohorts and are undertaken 

at different times. They give 

a very wide range of 

possible rates of take up of 

ABS – 56% to 4% 

– Such variability could be  

the result of the different 

cohorts being surveyed,  

and or changes in 

intentions towards ABS 

overtime

– What it does underline  is 

the likely take up of ABS is 

unknown, and will not be 

clear until after the event. 
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– A recent survey of barristers found that: 

– 35 per cent of barristers express interest in one or more of the proposed structures without the ability to conduct 

litigation. If litigation is included then this rises to 40 per cent of barristers241. This would translate to over 4,000 

barristers.

– The survey also found:

• 23% of barristers say that they are interested in joining a Barrister Only Entity, 21% in an ABS and 17% in an 

LDP.

• Barristers within employment law and criminal law are the most likely to join one of the new structures when 

compared to their colleagues in different practice areas (46 and 43 per cent respectively). Those in chancery 

or commercial law are the least likely with just under a quarter (24 per cent) saying they would.

– The RIR has found no information about other approved persons intentions towards ABS, though IPREG and CLC 

are already responsible for the regulation of ABS type structures. 

– While  large businesses such as Halifax, Co Op and Which have expressed interest in forming ABS to deliver legal 

services242 the level of new entrants into the legal services market is unknown. 

Sources:

241. Survey on Bar Standards Board Regulation of New Business Structures Bar Standards Board 2010

242. Big Bang Report: Opportunities and threats in the new legal services market Jon Robbins
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– In Australia the lifting of restrictions for ownership and introduction of ABS type businesses occurred over a 

period of about ten years and in 2000 Incorporated Legal Practices (ILP) were permissible in New South 

Wales. An ILP is a corporation which engages in legal practice and permits non-lawyer involvement in 

management and ownership, in a similar ,but not identical ,way to ABS. 

– Australia’s gradual reform in the provision of legal services took place on a state by state basis. In 2004 ILPs 

were permitted in Victoria with Queensland following suit in 2007. The lifting of restrictions of ownership and 

the flexibility that this offered for raising capital and allowing inter-professional partnerships saw the number of 

ILPs rising from 437 in Victoria and Queensland in 2006/7, to 977 in 2009/10243.

– It appears that the popularity of ILPs in Australia stems from the ability to cross sell other products, for 

example financial products, thereby boosting margins. ILPs as corporate entities have the benefit of raising 

capital more effectively and adopting more efficient corporate management techniques. In this respect, 

incorporation offers management options that are not available under a partnership structure. Appointing a 

CEO (either a lawyer or non-lawyer CEO) to head up the business in an ILP is designed to ensure autonomy 

in making business decisions244.

Sources:

243. The Legal Service Board Annual Report: 2009/10 and the Legal Services Commission Annual Report: 2009/10. 

244. Steven Mark & Georgina Cowdroy, ‘Incorporated Legal Practices – A New Era in the Provision of Legal Services in the State of New South Wales’, Penn State 

International Law Review, Vol 22:4, 2004 , p.680. 
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– ILPs in the Australian market have not been retailers providing 

legal services. In general the Australian market has not shown 

an immediate tendency for large scale consolidation of small 

firms by large corporate firms. The trend in Australia appears 

to be toward some consolidation of strong regional brands by 

larger firms245.

– During the time of relaxation of ownership requirements and 

reductions in other barriers the overall volume of firms in the 

Australian market rose. Growth in total legal firms in Victoria 

and Queensland rose from 7,040 to 8,430 between 2006/7 

and 2009/10. This represented a rise of around 19%. 

– Total growth in the market was accompanied by growth in mid-

size ILP firms, typically with less than five employees, 

suggesting an expansion in small to medium size firms taking 

advantage of alternative ownership structures and capital 

sourcing. Overall, the Victorian and Queensland markets saw 

an aggregate growth in total legal entities at the same time as 

a growth in uptake of the new ILP structures . This shows that 

even after lifting restrictions the market in Victoria and 

Queensland expanded overall, indicating new entities entering 

the market despite some consolidation underway by larger 

firms246. 
Sources:

245. Steven Mark & Georgina Cowdroy, ‘Incorporated Legal Practices – A New Era in the Provision of Legal Services in the State of New South Wales’, Penn State 

International Law Review, Vol 22:4, 2004, p.680. 

246. Annual reports of the Legal Services Board 2010 (Victoria) and The Legal Services Commission 2010 (Queensland). 
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– There has been a move to liberalise legal services among European Union (EU) member states. Through the 

Lawyers’ Services Directive (77/249/EEC) in conjunction with other instruments, lawyers and law firms from EU 

Member States can provide legal services in 30 European states. Due to the European Lawyers’ Establishment 

Directive (98/5/EC), individual lawyers and law firms can establish a practice in any Member State247.

– Several European jurisdictions which do allow Multi-Disciplinary Partnerships (MDPs) under certain conditions. 

In these examples, non-lawyers may become partners of a law firm if they are members of a regulated 

profession whose professional code of conduct is comparable to that of the legal profession. 

– German MDPs bring together lawyers, notaries and auditors in one firm. However, there exists different 

responsibilities for lawyers, notaries, and auditors which can lead to incompatibilities and result in these 

practices not really being ‘one-stop-shops’ for consumers.  

– The only member state which accepts external capital in law firms, to a certain extent, is Spain which has a 

growing and competitive body of non law firm providers of legal services248.

Sources:

247. Council of Bars and Law Societies of Europe’s Response to the Legal Services Board’s Consultation on a Regulatory Regime for Alternative Business Structures, 

4 September 2009, p.4

248. Robert G. Lee, Liberalisation of Legal Services in Europe: Progress and Prospects, Cardiff  Law School, p.5
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Dynamic analysis of the market

1. What are the entry & exit barriers for reserved/unreserved activities and regulatory activities?

2. What is the elasticity of supply by product?

3. What are the barriers to changing services offered?

4. Why does the supply side segment the way it does?

5. What form does supply side substitution take?

6. What use of Legal Process Outsourcing and international outsourcing are firms making?

7. What are the most common areas for transfer between different types of law?

8. What factors determine whether a provider expands into/withdraws from an area of legal services?

9. What is the impact of new regulatory arrangements (complaints, oversight) on the market?

10. How have the types of services changed after the introduction of the LSA 2007?

11. How has the number of small firms in the market changed after the introduction of the LSA 2007?

12. What have been the drivers of market changes?

13. What is the likely take up of ABS as a structure?

14.What is the take up of LDPs and MDPs? 
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– Since the introduction of the regulatory framework, 393 organisations have become Legal Disciplinary 

Practices, 223 of which have new partners who are non lawyers. This represents less than 4% of all solicitor 

legal practices. Of the 170 organisation that have taken on other lawyers as partners, 140 of them are legal 

executives, 42 barristers, and 39 others approved persons249.

– It has been suggested that take up of LDPs is likely to have been reduced due to more pressing economic 

needs for firms, and that some firms will be waiting for ABS before changing structures250.

Sources:

249. SRA Registration data June 2011

250. External capital and law firms – the future , Chris Marston , Legal Futures 2010
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What are the entry & exit barriers for reserved/unreserved activities? L L L L L L L L

What is the elasticity of supply by product? U U U U U U U U

What are the barriers to changing services offered? L L U U U U U U

Why does the supply side segment the way it does? L L L L L L L L

What form does supply side substitution take? K K U U U U U U

What use of Legal Process Outsourcing and international outsourcing are firms 

making?
L U U U U U U U

What are the most common areas for transfer between different types of law? U U U U U U U U

What factors determine whether a provider expands into/withdraws from an 

area of legal services?
L L U U U U U U

What is the impact of new regulatory arrangements on the market? U U U U U U U U

How have the types of services changed after 2007? L L U U U U U U

How has the number of small firms in the market changed after 2007? L U U U U U U U

What have been the drivers of market changes? L L L L L L L L

What is the likely take up of ABS as a structure? U U U U U U U U

What is the take up of LDPs and MDPs? 
K K K K K K K K
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Supply: 

Market financials

1. What is the level of profitability of law firms?

2. What is the turnover of law firms by size?
3. What are the most profitable/least profitable types of legal services?

4. What are the staff costs at law firms?

5. What are the costs imposed by regulation by type of activity?
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– The RIR has found no information on  the level of 

profitability of non solicitor law firms, and limited information 

on profitability of barristers chambers.

– For solicitors legal practices the charts below show the 

breakdown of turnover by category of work and the range of 

turnover251.This data suggests a total annual turnover of  

£17,9bn for the 88% of solicitor firms in this sample. 

– As can be seen 31% (£5.1bn) of turnover generated comes 

from Finance and Business work compared to 13% (£2.3bn) 

from Conveyancing  and  £1bn from Will writing & Probate. 

Sources:

251. Analysis of SRA Entity Turnover Data  2010 



DRAFT

Level of turnover at largest solicitors legal practices (1) 

147

– There is significant published information on the top solicitor law firms because of a range of time series 

data collected and reported on by a variety of private companies, for example PWC , The Lawyer, and 

Chambers & Partners.  

– For example using The Lawyers annual UK 200 reports252 we can see how the largest firms have performed 

over the past three years.  Focusing on the  top 25 by turnover shows that each of the 4 highest ranked 

firms have almost double the turnover of the 5th firm. Within these 4 whilst there has been a small reduction 

in turnover, although Clifford Chance have increased their turnover between 2009-2011 to become the firm 

with the highest turnover. Generally there has been a fall in turnover over the three years, though some 

firms have increased turnover between 2010-2011. Turnover is only 0.02% lower in 2011 than in 2009 for 

this group of firms. 

– Over this period whilst some firms have reduced the number of lawyers employed, with one firm reducing 

its workforce by 16% between 2009 and 2011, as a group the top 25 firms now employ only 2.4% (600) less 

lawyers than they did in 2009. 

Sources:

252 The Lawyer UK 200, 2009, 2010, 2011
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– Revenue per fee earner and profit margins show greater variability253. Revenue per fee earner for the group 

has grown  by 2% over the 2009-2011 period. However there are falls of up to 13% and rise of up to 14% at 

individual firms. Profit margins at 12 of the firms increased over the 2009-2011 period.  The range between the 

largest and the smallest profit margins has fallen from 41% in 2009 to 43% in 2011. As a group profit margins 

have increased by 3.2%. Costs for the group rose between 2010 -2011 by 3.7%. 

– Combined, this would suggest that firms have increased utilisation and or fees to increase revenue per 

partner. 

– Whilst this does provide an insight into the  changes experienced by the largest 1% of solicitors firms, this 

leaves significant gaps in knowledge about the changes in  turnover experience by the remaining 99% of 

solicitors firms, and on solicitor legal practices. As a consequence there is far greater information on suppliers 

who tend to offer legal services to more sophisticated consumers such as large businesses, and less on those 

that tend to offer legal services to natural persons. 

Sources:

253 The Lawyer UK 200, 2009, 2010, 2011 
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– Traditionally 30% net profit percentage has been regarded as a good level of profit  in a solicitors practice 

(the remainder breaks down as 40% salary, 30% overheads)254. However, a Law Society survey of 200 

firms found a median profitability percentage of 20.5% in 2010, and 17.8% in 2009. A similar survey of 108 

law firms found a median profitability percentage for 2008 of 23.7% which was lower than 2007 where this 

percentage was 24.5%255.

– A survey of larger legal firms suggests falling profit margins  for all sizes of firms, except for the Top 10. 

– In 2009 an NAO survey of criminal legal aid firms found that on average profit margins ran at 18.4% 

representing a 1.9% decrease on the previous year, and 3.2% decrease on two years ago. The proportion of 

firms making 20% or more profit had also fallen from 46% in 2006/07 to 37% in 2008/09. 244Around one in 

six firms reported no profit from criminal legal aid256.

Sources:

254. See Profitability & Law Firm Management, Andrew Otterburn, Law Society 2005

255. LMS Financial Benchmarking Surveys 2008-2010, Law Society LMS 2008-2010

256. Solicitor Survey for Criminal Legal Aid, Growth For Knowledge, National Audit Office 2009
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– Competition between law firms has led to Profit Per Equity Partner (PPE) becoming the single most important statistic in 

evaluating law firms performance leading to the adoption of risky strategies in recruiting and eliminating partners, 

diversifying into new practice areas largely with the goal of improving the PPE. This also impacted on recruitment as a large

number of associates per partner would increase the profits per partner, as the firm pays much less to these associates than 

it bills the clients. Accordingly, the size of corporate law firms kept increasing to hundreds and even thousands of lawyers257.

– In 2000, Magic Circle firms were the top five in terms of income and profit per equity partner  - average profits were £839k 

for the top 5 compared with £480k for the next 5258. Profits per equity partner increased by 157 percent at the ten largest 

English corporate law firms between 1993 and 2008259. A report from 2008 shows average fees per partner in the top 10 

firms reaching almost £2.9m260. Profit of top 100 UK law firms was £4.07 bn in 2009 / 2010, though with fee income down 

the expectation is this was driven by reducing the number of fee earners261.

– PPE is in part driven by conventions around notional salary calculations. The Law Management Section 2011  survey 

reports that profit for equity partners in solicitors legal practices says that profit share consists of three elements  - a 

notional salary, interest on capital invested, and a super –profit to compensate them for the risk of running the practice.If you 

include a deduction for equity partner notional salaries based on the highest fee earner salary for the size of practice, plus 

an extra 10% to compensate for extra responsibility etc, and then deduct notional interests calculated at say 3% of partner 

capital , you can see the median super profit is £30,975, up from £11,829 in 2009262.

– Traditionally profits are distributed via “lockstep” model where partners take increasing shares of the profit pool according to

the number of years that they have been partners at the firm, but practices vary. 

Sources:

257. Lessons for the survivors Sida Lau Legal Profession - JOTWELL 2010

258. From kinship to magic circle: the London commercial law firm in the twentieth century Marc Galanter & Simon Roberts 2008

259. Financialization and the reorganization of large law firms: practices, vectors and implications Journal of economic geography 2009

260. The law firms survey 2008 Price Waterhouse Coopers 2008  

261. Legal Services 2011 International Financial Services London 2011

262. Law Management Section 2010 Financial Benchmarking survey, The Law Society 2011 
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– A key driver of profitability in any business is efficient utilisation of resources. Since the resource of a law firm is its 

employees time, the challenge is to maximise the number of chargeable hours achieved for each fee earner, and 

minimise the amount of non chargeable time, such as time spent looking for new clients.  

– So in this context utilisation refers to the ability of a fee earner to convert time into income through achieving the 

maximum possible level of utilisation, and bill enough hours to meet their chargeable hours target.  A survey  of 108 

firms in 2008 found that 85% of solicitor firms set their fee earners chargeable hours targets263.

– This target will be designed to cover costs  (salaries and overheads) and deliver a level of profit above these costs . 

The need to bill a certain volume of hours is highlighted by the break even cost levels shown in the table below.  

However these figures are based on surveys of just 200, and 108 firms respectively.   

– By way of illustration  another survey264 found that criminal lawyers were unable to charge for some of the hours they 

actually work. While a typical working week amounted to 48.1 hours, only 35.6 of these are chargeable/value added. 

This gives a utilisation ratio of around one hour twenty minutes worked for every one hour billed.

Sources:

263. LMS Financial Benchmarking Survey 2008, 2009, and 2010, Law Society LMS 

264. Freshminds solicitors survey for Lord Carters Review of Legal Aid Procurement 2005
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– For solicitors legal practices an annual target of 1,100 billed hours used to be the industry standard.  

– A  survey of legal aid solicitors legal practices found different levels of utilisation across firms: Close to 10% of firms 

typically achieve fewer than 800 hours. This equates to approximately 3.5 chargeable hours achieved per day, which 

compares with over 5 chargeable hours achieved per day for firms achieving 1200 hours in total and 8.5 hours per 

day for those achieving 2000 hours in total265.

– A recent survey of 200 firms found a range of billable hours targets by category of work266:

– The RIR has found very limited information on which sorts of legal practices achieve different levels of chargeable 

hours. 

– Another survey found that, private practitioners on full-time contracts worked a median average of 45 hours a week 

and typically billed for 1,440 a year (27.6 hours a week, median). Those on part-time contracts worked a median 

average of 26 hours a week and typically billed for 871 (16.75 hours a week). On average, therefore, part-time 

workers billed for 64% of their working hours compared to 61% for full-time workers267.

Sources:

265. A market analysis of legal aided services provided by solicitors, Frontier Economics  2003

266. LMS Financial Benchmarking Survey 2010, Law Society LMS 2011 

267 Earnings and work of private practice solicitors in 2007 The Law Society 2008
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– Larger firms appear to have higher target hours and therefore higher rates of utilisation. Information provided by Roll on 

Friday shows that 55 ‘City law firms’ and ‘Large national Law firms’ have  average chargeable hours targets of 1,462268.  

– In terms of chargeable hours achieved, a survey of the top 10 firms, found that chargeable hours fell by 19.7% to an 

average of 1,141 hours (compared to 1,400 hours in 2006)269. A 2010 survey of 59 of the top 100 firms270 found a wide 

range of chargeable hours achieved across these firms. The highest level of chargeable hours achieved was by non 

partner fee earners with more than 5 years post qualification experience, and 3-5 years post qualification experience.  

Across all grades of fee earners the Top 10 firms outperform all other groups in terms of chargeable hours achieved, with 

fee earners >5 years PQE achieving 39% more chargeable hours – 423 hours a year - than their counterparts in the Top 

51-100 firms.  

Sources:

268. See http://www.rollonfriday.com/InsideInfo/CityFirms/tabid/68/Default.aspx

269. PWC Law Firms survey 2009

270. PWC  Law Firms Survey 2010

http://www.rollonfriday.com/InsideInfo/CityFirms/tabid/68/Default.aspx
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– In terms of changes over time, the PWC survey shows a general trend of rates of utilisation peaking in 2007 and 

2008 and falling back to 2006 levels in 2009 and 2010271. For the Top 10 firms utilisation appears to have returned 

to pre recession levels. 

– For firms outside the Top 100 there was no increase in utilisation  during  2007 and 2008, and the general trend is 

for lower levels of utilisation over time with an average annual change of -1.6%.  Whilst outside the Top 100, these 

firms are likely to be larger  than the majority of solicitor firms, with in excess of 13 partners on average. 

– Aside from the Top 10, the majority of  firms fee earners bill between 1,050 – 1,300 hours per year over time. 

Sources:

271. PWC  Law Firms Survey 2010
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Sources:

272. LMS Financial Benchmarking Survey 2008, Law Society LMS 2009

273. Comparative Overhead & Salary Survey  - Otterburn Legal Consulting 2001

274. LMS Financial Benchmarking Survey 2008, Law Society LMS 2009

275. SRA Turnover Data – sample of 88% of solicitor firms

– In this context gearing refers to the number of fee 

earners per partner. This is a key indicator because 

when firms are profitable they are more likely to 

increase fee earners rather than promote fee earners 

to partnership. Conversely when faced with financial 

challenges, it is reported to be easier to lay off fee 

earners than it is to remove partners. Consequently it 

is a reliable measure of growth. In 2008 median 

number of fee earners for each partner is 5.1 

compared with 5.0 in 2007272.

– Gearing enables firms to achieve lower hourly costs 

and therefore potentially greater profitability273. 

Complex legal work should be characterised by low 

gearing and high charge out rates , while simple work 

should  have lower charge out rates and higher 

gearing, since it is more easily delegated274.

– Utilising SRA turnover data275 and making 

assumptions around how partners, solicitor, and fee 

earner counts interact, we can gain insight into actual 

levels of gearing, shown on the table opposite. 

Unsurprisingly turnover increases as size increases, 

as does gearing and categories of work undertaken.  
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– The Law Societies Annual Statistical Reports provide  a timeline of changes in gearing. However this covers only 

admitted staff  (i.e. solicitors ) as data on non solicitor fee earners is not collected, aside from in the 2010 SRA 

Turnover data.

– This data shows very small increases in admitted staff gearing over time,  with the largest  proportional changes 

occurring for Sole Practitioners. This also shows a general trend of higher rates of gearing in larger firms. For example 

in 2010, there were 1.7 solicitors for every principle in Sole Practitioners grouping, compared to 3.4 solicitors for every 

principal in firms with 81+ partners276.   

Sources:

276. Trends in the Solicitors Profession, 2007-2010, The Law Society 
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– Using the SRA turnover277 analysis of the number of categories by size suggests the number of categories 

undertaken  increases as the size of the firm increases, with size measured by number of partners

Sources:

277. SRA Turnover Data – sample of 88% of solicitor firms
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– In terms of turnover by size, the proportional income across each category, by size of legal practice, shows that:

• Smaller firms are more reliant on conveyancing for fee income, with 14% of sole practitioner firms getting 

more than 50% of their income from this category. This is similar for Crime.

• Larger firms generate a greater proportion of their income from Finance & Business , and Accident or Injury, 

but are more diversified as a group. 

Sources:

278. SRA Turnover Data – sample of 88% of solicitor firms

– The table above shows the number of 

solicitors legal practices and the proportion of 

these who undertake work in each 

category278.

– The table to the right shows the largest 

category of turnover by size of firm, and the 

proportion of firms who derive more than half 

their turnover from each category. 
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Sources:

279. SRA Turnover Data – sample of 88% of solicitor firms

– Analysis of the combinations of categories of work, including legal aid, shows a huge range of different combinations of 

categories of work undertaken, with over 1,200 different combinations based on SRA entity turnover data279.

– The chart below shows the top 20 different combinations of categories of work in which turnover is reported. These 20 

categories account for 33% of  the 9,156 firms. All remaining combinations individually represent less than 1% (92) of all 

these firms. The largest individual different category combination is firms who only undertake Crime work - accounting for 

5.6% of all firms. Of these the majority undertake some legal aid work – representing 5.1% of all firms. 

– The next largest individual category combination  

is firms who only undertake Family work, with 

around half of these firms undertaking some 

legal aid work. 

– The first genuine combination of categories of 

work is for firms that report turnover in 9 

categories: Conveyancing, Wills & probate, 

Family,  Accident or Injury, Housing, 

Employment, Debt, Finance & Business, and 

Other. This accounts for 2.3% (211) firms. 

– The historic level of specialism is underlined by 

the large proportion for firms that only undertake 

work in one category – a total of 18% for all 

firms. There is no correlation between number of 

categories and level of turnover, allowing for firm 

size. 
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280. SRA Turnover Data – sample of 88% of solicitor firms

– These combinations of categories of work only 

account for 15% of total turnover, as shown in the 

chart below. This shows large numbers of firms 

offering the same services for  relatively small 

amount of turnover280. 

– The 5th highest combination of categories in terms of 

turnover is for firms that report turnover in 9 

categories: Conveyancing, Wills & probate, Family,  

Accident or Injury, Housing, Employment, Debt, 

Finance & Business, and Other. 

– The top 4 largest combinations of categories of work 

by turnover are show in the table below. These 

account for 23.6% of total turnover, but only 0.6%  

of firms.  These are all non legal aid firms,  but not 

all large firms in terms of number of partners. 
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– Issues around utilisation are also relevant for barristers,  especially as a referral profession.

– In 2010, it was reported that: Based on present rates of pay a typical criminal barrister of 4-5 years’ call appearing 

in a range of criminal court trials would earn circa £50-60,000 p.a. This is a gross figure from which VAT, 

Chambers expenses, travel, IT, books, etc, must be deducted. For a young practitioner, this can easily amount to 

30% and more. The net effect is that a young barrister after (a minimum of) five years of training  will earn as a 

pre-tax (take-home) income of approximately £35-42,000 per annum.

– The median comparable salary of barristers practising in family law was circa £66,000 per annum. A quarter of 

family practitioners had a comparable salary of £44,000 per annum. These figures include no provision for sick 

leave, annual leave, or employer’s pension contributions. The median number of hours worked was 46 per week, 

with a quarter working more than 56 hours per week281.

– Further a survey has found that A quarter of family barristers earn less than £44,085 a year from the bar, and a 

quarter more than £93,392. At the extremes, 5% of family barristers earn less than £15,000 and 5% more than 

£179,202282.Drawing on the information from this survey we can summarise hourly rates achieved by Family 

barristers: 

Sources:

281. The Future of the Bar by Nicholas Green QC, June 2010 Bar Council 2010

282. The Work of the Family Bar Report of the Week-At-A-Glance Survey Debora Price PhD & Anne Laybourne MSc Kings College London 2008
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– The Lawyer annual UK 200283 survey shows the top 30 Barristers chambers in terms of turnover.  This group 

represents 9% of all Chambers and around . As a group the data shows them growing in both turnover and 

revenue per barrister between 2008/9 and 2010/11. 

– Whilst turnover fell at one chambers by 10%, as a group the Top 30 chambers increased turnover by 14% 

between 2009-11, with a total turnover of £846m in 2011.  At the same time revenue per barrister increased by 

5% from  2009-10 to 20010-11, to an average of £429k.   The number of tenants increased by 2.5% between 

2009-11. 

– A recent report by Jomati consultants284 utilised information on turnover and costs to calculate the profit per 

member. At the highest ranking chambers, 68 tenants generated a turnover of £41.5m and achieved £546,213

Sources:

283. The Lawyer UK 200, 2010 and 2011

284. The Bar in Flux, Jomati Consulting 2011
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– With regards to costs a survey of barristers, that achieved a 35% response rate, found that overheads and 

expenses accounted for between 11% and 30% of barristers turnover. Median billings were between £100,000 and 

£125,000 with 20% billing less than £80,000 and 20% more than £200,000 in the year. About 13% bill more than 

£300,000, and 11% less than £40,000 285.

– This compares to: The ratio of overheads to total fee income in specialist commercial and civil sets was circa 8-14%. 

In more middle of the road mixed common law sets the ratio was circa 15-22%. In family sets the ratio was 18-25%. 

In criminal sets the ratio was circa 18-30%. The figures exclude individual barristers’ expenses such as travel and 

professional insurance286. And a report that overheads at chambers are around 35% of turnover287.

Sources:

285. Report of the Analysis of Demographic Data collected from the Practising Bar in November 2007 Dr. Deborah Price and Dr. Anne Laybourne of the Kings Institute 

for the study of Public Policy 2010. Bar Council 2010

286.  The Future of the Bar by Nicholas Green QC, June 2010 Bar Council 2010

287. Access to justice: barristers working in the public interest Bar Council 2009
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– Because of low hourly rates of pay, some providers of legal aid assert that other work is used to cross subsidise 

this area288. An investigation into legal aid in 2003289 compared costs and prices of different types of legal work, 

both legal aid and privately funded.  The investigation utilised the hourly price achieved in certain categories of 

work and found that:

• Firms who undertook criminal legal aid  achieved an hourly price of £69, 

• Firms who undertook family legal aid achieved an hourly price of £71,

• Firms who undertook other civil legal aid work achieved an hourly price of £69

• This compared to privately funded work of  £99 ph for privately funded family work, £83 ph for  

conveyancing, probate, wills, and personal injury, £91 ph for Housing and employment work , and £106 ph 

for commercial and litigation work. 

– The report concluded that different firms achieve a relatively wide range of chargeable hours is evidence of a more 

general point; there is a relatively large degree of heterogeneity among firms. This is particularly the case for firms 

with a contract to undertake Crime work. There are also noticeable differences between firms with a contract to 

undertake Crime versus Family versus Other Civil work.

– In terms of  individual solicitor earnings, Law Society Research concluded that the key relationship between legal 

practice and income is not whether or not legal aid work is undertaken but rather the proportion of time spent on 

legal aid work. After taking into account firm size, grade, PQE, region, hours worked and number of casework 

areas undertaken, solicitors spending 50% or more of their fee-earning time with legally-aided clients earned, on 

average, 21% less than solicitors who did not undertake legal aid work but those spending between 1% and 49% 

of their time on legal aid work were not found to earn less than those who did no legal aid work290.

Sources:

288. Review of Civil Litigation Costs: Final Report Lord Justice Jackson Lord Justice Jackson 2009

289. A market analysis of legal aided services provided by solicitors Frontier Economics  2003

290. Earnings and work of private practice solicitors  in 2007, Law Society 2008 
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– The expectation is that staff costs are the largest part of expenditure for organisations providing legal services. 

However research291 from 2006 looked at major drivers of the costs of advice service provision, in order of levels of 

influence (highest first): 

1. mode of delivery (e.g. face-to-face advice from one individual to another individual; telephone advice from 

one individual to an individual; face-to-face advice from one individual to a group; and, advice via written 

correspondence);

2. availability of resources (advice givers);

3. salaries of advice providers;

4. the number of people actively seeking advice;

5. type of advice provided (i.e. category of law advice provided within); and

6. status of advice providers (professional, voluntary, unqualified)

– Salaries is ranked as third in terms of influence .

– Staff costs encompass a number of different elements292: 

• Office equipment and stationery costs

• Accountants fees (if client money is held) 

• Training and continuing professional development costs,  

• Professional indemnity insurance for solicitors and compensation fund contributions 

• Practising certificate and other regulatory costs.

– However the largest single element is salaries and because of availability of some salary information,  we can 

make a series of observations about staff costs.  

Sources:

291. Estimating the size and nature of the civil legal advice sector in England and Wales Department for Constitutional Affairs 2006.

292. Employing solicitors in Citizens Advice Bureaux Advice Services Alliance 2008
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– While the RIR has found no data on actual salaries for individual members of the professions, utilising a variety of 

published sources of information we can build a picture of  salary costs.

– Surveys undertaken by the Law Society show that salaries of assistant and associate solicitors, salaried partners and 

equity partners increase as the number of years PQE rises, and the longer an individual has worked in a firm. Salaries 

also vary by grade, location, size of firm, and type of work undertaken.  

– Additionally salaries may vary by type of contract: Key part of competitive advantage is recruiting and retaining good 

people. That is achieved through paying fee earners 70% of the fees they generate and they are self-employed295.

Sources:

293. Private Practice Solicitors salaries, The Law Society 2005, 2007 & 2008.

294. Employing solicitors in Citizens Advice Bureaux Advice Services Alliance 2008

295. Lucy Scott-Moncrieff, The future of legal services: Emerging thinking  Legal Services Board 2010 

This work also found that Salaries generally also 

increased by 1.2% for every one-year increase 

in PQE and by 0.8% for every additional hour 

worked per week; and decreased by 4% for 

every additional casework area undertaken – in 

each case, holding all other factors constant293.

This compares to salaries currently being 

offered to solicitors employed in the public 

sector and not for profit sectors  which tend to 

be in the region of £24–34,000 a year294.
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– The variation in turnover by size of firm (size measured by number of partners) is reflected in the variation in  salaries 

earned and the location of employment: 

– Practitioners working in firms with just one solicitor earned 114% less than those working in firms with 170 or more 

solicitors, those working in firms with between 41 and 170 solicitors earned 25% less than those in the largest firms. 

Assistants and associates earned 71% less than equity partners and salaried partners around 41% less. Sole 

practitioner earnings, however were not significantly different to other equity partners. Earnings outside London were 

lowest in York and Humberside and the North West: practitioners in these regions earned 46% and 40% less than 

those in London. The salaries of solicitors in Wales and the Eastern region were closest to those in London: on 

average Welsh solicitors earned 27% less, and Eastern solicitors 28% less, than London-based practitioners296.

– Higher earnings are associated with 

those working in Business and

commercial affairs, shown in the chart  

adjacent. This shows that an assistant 

solicitor working in this category can 

expect to earn 48% more than working 

in Family law. 

Sources:

296. Private Practice Solicitors salaries, The Law Society 2005,2007 & 2008.  
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– A recent  annual survey 297 of 200 solicitor firms found that between 2009 and 2010: 

• Median cost of a fee earner fell from £43,938 to £40,240, an 8% decrease

• Median decrease from 0.71 support staff per fee earner to 0.61 

• Median cost per support staff member fell from £20,768 in 2009 to £19,653

• Median support staff cost per fee earner of £13,168 in 2010 and £14,745 in 2009

• Average of 9% of the workforce were made redundant in 2009

• Cost of redundancies fell from 0.6% to 0.3% of fee income.

• 75% of survey participants recruited in 2010, recruiting a total of 1,022 new staff at a cost of £2.14m. 

– This survey also reported that a third of fee income is spend on non salary overheads. The median amount per 

fee earner is £35,551 compared to £41,959 in 2009. The combined costs of overheads and salary means that an 

average fee earner still needs to bill more than £76,000 before they cover their individual costs and begin to 

contribute towards support staff salaries and eventually profit.

– Specific other costs in the survey were: 

– Median non salary fee earner costs of £36,000

– Median PI insurance premium increased from 2.7% of fee income in 2009 to 2.9% in 2010

– Median marketing cost spend 1.9% of fee income  in 2010

– Median bad debts 1.2% of fee income

– Median IT expenditure 1.2% of fee income

Sources:

297. Law Management Section 2010 Financial Benchmarking survey , The Law Society 2011
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– For Licensed Conveyancers: 

– Salaries for trainees start at around £15,000. After qualification and three years' experience, the salary range is 

around £25,000 - £40,000 and salaries for senior management posts are £35,000 - £55,000. Partners or owners of 

conveyancing firms may earn £60,000 or more298.

– For Legal Executives:

– Latest salary surveys found jobs for up to £92,000 a year were being offered in London for legal executives who 

qualified with ILEX. While salaries will vary according to location and your chosen specialist area of law, starting 

salaries are usually up to £14,000 a year, while fully qualified Legal Executives can expect to earn around £35,000 

on average across England and Wales299.

– For Barristers

– The minimum pupillage award at chambers is currently £10,000 per pupil300, but is due to increase to £12,000 from 

September 2011301.Other staff costs are  limited as each barrister is self-employed  so in effect salaries are fee 

earnings less chambers fees. 

Sources:

298. Salary data collected Aug 08. http://ww2.prospects.ac.uk/p/types_of_job/licensed_conveyancer_salary.jsp

299. What legal Executives do Institute of Legal Executives 2010

300. Entry to the bar working party - final report Bar Council 2007

301. BSB ups minimum pupillage award to £12,000, The Lawyer May 2010

http://ww2.prospects.ac.uk/p/types_of_job/licensed_conveyancer_salary.jsp
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– Available information suggests that there are a large number of unauthorised persons employed in legal practices. 

However it is unclear what the salaries of these persons are.  

– Recent research highlights the increasing recruitment of paralegals in place of trainee solicitors, describing an 

increasingly sizeable legal periphery of paralegals and other unqualified fee-earning roles which exists outside the 

official professional career structure and constitutes a reserve labour force, employed on lesser terms and 

conditions302. This reports that wages are  substantially less than those for trainee solicitors. 

– A Law Society survey in 2002 supports this view, reporting that the predominant view across firms of all sizes was 

that they were a net cost during the training period and that they were not profitable until after qualification303.

– Other commentators noted that the cost of employing certain legal staff in India  was ten times less than that in the 

UK, driving the case for LPO304.

– Research into the cost of advisers in NfP agencies  were estimated to cost £60 per hour for advisor, plus 

overheads305. Surveys into the publicly funded advice sector reported that workers in the Not for Profit and 

statutory sectors earn significantly less than those in private practice, irrespective of whether they work part or full-

time306.This reports that 20.4% of NFP advisors earn between £25,000  and £39,000, and 40% earn between 

£17,000 and £24,999. 

Sources:

302. Diversity in the legal profession: a qualitative study of barriers and individual choices, Sommerlad et al Legal Services Board 2010 

303. A Firm Decision: The Recruitment of Trainee Solicitors The Law Society 2002

304. Legal process outsourcing: transforming the legal landscape - Orijit Das Legal Services Board 2010

305. The socio-economic value of law centres Nef consulting 2008

306. Findings from the Legal Advice Sector Workforce Surveys Legal Services Research Centre 2007
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– The RIR has found no analysis of the costs imposed by regulation by type of activity. However there are elements 

of cost analysis contained in certain sources. 

– As part of the development of the Legal Services Act the Ministry of Justice undertook a full regulatory impact 

assessment in 2006 , which was updated in 2007. This looked at  specific elements of the Act and provided an 

analysis of likely costs.  For example this reported that the implementation costs for the establishment of the new 

complaints framework was £26.7 million in 2007-08 prices307.

– A survey by the Law Society308 found that: 

• Over three-quarters of firms (78%) thought that the regulatory system places too great a burden on law 

firms.

• The costs of compliance were excessive for 37% of firms and reasonable for 26%

• Costs exceeded 10% of gross total costs for over one-quarter of firms (29%)

• Compliance obligations had resulted in increasing paperwork for 74% of firms, had caused 4% to plan to 

close down and 27% to turn clients away purely because of associated administration.

– However this does not contain a detailed analysis of costs of regulation. 

– Clearly regulations around holding client money  incur costs (accountants fee for example), and the practicing 

certificate fee is in part a cost imposed by regulations.

– The 2008 Law Management Section Financial Benchmarking survey found  regulatory compliance costs of 

between 0% and 0.71% of gross fee income309.  
Sources:

307. Legal Services Bill - Supplement to Regulatory Impact Assessment Ministry of Justice 2007

308. 2009 Regulatory performance survey findings The Law Society 2009

309. 2008 Law Management Section Financial Benchmarking survey, The Law Society 2009
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– Most NfP legal practices will be subject to other forms of regulation such as OISC, FSA, Charities Commission etc310.

– Legal aid providers are subject to additional regulations as part of the Legal Services Commissions contracting 

process. This has been criticised as adding to costs with one commentator stating When tendering for work, between 

5-10% of the cost of the service is spent on the tendering process itself 311.

– Voluntary accreditation schemes– designed to assure or enhance the quality of advice provided – are often seen as 

an additional cost.  For example some felt the accreditation costs to be on the children panel was too high312, survey 

respondents were wary of the cost of obtaining  quality assurance for advocacy accreditation 313, and another report 

suggests that the cost of quality mark accreditation may make it not worth bothering with for some firms314.

– There is a concern that the costs of regulation will lead to some legal service providers  moving into activities and 

using business models that don't require regulation, termed regulatory escape315.For example will writing is not a 

reserved activity, but solicitors aren't allowed to run it as such as a separate activity - they must comply with 

regulations that their competitors don't 316.

– However internationally the level of regulation in the UK appears to be quite low. A study comparing regulation of 

professions across the EU, puts the level of regulation of the legal profession within the UK as fifth lowest, behind  

Finland, Sweden, Denmark and the Netherlands317.

Sources:

310. For example see Regulating alternative business structures Advice Services Alliance 2009

311. Fixed fees, best value tendering and the CDS - Steve Hynes Legal Action 2008

312. An investigation into the membership of the Children Panel The Law Society 2005

313. Quality assurance for advocates: Summary report of the QAA Equality and Diversity data survey and focus groups Legal Services Commission 2009

314. Quality in the legal services industry - a scoping study Department for Constitutional Affairs 2005

315.  See Training for the future: the professional preparation of lawyers for the commercial and regulatory environment after the Legal Services Act 2007 Legal 

Services Policy Institute 2009

316. External ownership and investment - issues and challenges Legal Services Policy Institute 2008

317. European Commission Project Regarding Competition in Professional Services Penn State University  2009
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– In terms of  the costs of regulation going forward  there is a view that The LSA will give rise to competition between 

regulators with practitioners assessing the relative merits burdens and cost of each regulator and decide which 

regulatory home is most suitable for their practice318.

– However other predictions suggest that the LSA will give rise to a new regulatory focus  regulation should be 

focused on the underlying incentives and not the business structure.  This means more targeted regulation than 

currently exists. 

– The higher the debt/equity ratio in a firm then the more attractive risky strategies are to the company, hence large 

LDPs or MDPs are far more likely to be at risk of slipping from the ‘straight and narrow’ if there is too much debt in 

the company. Therefore, the focus of regulation on large highly concentrated LDPs and MDPs should not be on 

management but on the financial structure. This may affect the form of the development of firms. For example, four 

large firms merging may not be a cause for concern but one company borrowing heavily or raising hybrid finance 

to buy out three others may be319.

Sources:

318. After Clementi - The impending legal landscape Legal Services Policy Institute 2006

319. The Clementi Report: Potential Risks of External Ownership and Regulatory Responses - A Report to the Department of Constitutional Affairs University of Bristol 

- Professor Paul A Grout 2005
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– The RIR has found limited information in this area, but we can make the following observations on how  solicitors  set fees. 

– Hourly Rates: Traditionally clients were charged hourly rates, with each unit of input adding cost. Hourly rates were derived 

from a number of elements, including :

• Historically the hourly rate covered the cost of the solicitor (33.3%), the office overheads (33.3%) and a profit element 

(33.3%). More recently it has become much more a question of what the market will pay, or sometimes what the market 

will bear320.

• the individual fee earners' annual chargeable hours target, derived from the amount of income they were expected to 

generate for a firm, which could vary by category of law, an experience of fee earner. Fees will vary by individual 

circumstances, experience and knowledge of your solicitor, the type of advice321.

• Guideline hourly rates  set by HMCTS Cost Committees, applicable in certain categories. These are reviewed annually. 

However these are guideline only. For Personal Injury and Clinical Negligence cases, the hourly rates charged by 

defendants’ solicitors were some 20-35 percent below those charged by claimants’ solicitors which were close to the 

existing GHRs. The ABI suggested that the rates charged by defendants’ solicitors reflect the unfettered interplay of 

market forces and these rates should be used when setting GHRs. Second, our data revealed that the average hourly 

rates charged by London solicitors were below the GHRs and average hourly rates charged by National solicitors were 

above the GHRs322.

• Hourly rates are usually seen as the starting point for all price discussions. Even when the work is on fixed fees, the 

estimation of the amount of fees used as the basis for negotiation of the fixed fee would generally start from the a 

calculation based on the hourly rates and the estimated hours needed for the work323.
Sources:

320. Guideline rates Routh Clarke Solicitors 2010

321. Starting a business The Law Society 2010, see also Guideline Hourly Rates for 2010  HMCS 2010

322. ADVISORY COMMITTEE ON CIVIL COSTS Guideline Hourly Rates – Conclusions Judiciary 2010

323. Benchmarking the supply of legal services by city law firms, CRA, 2011
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– In terms of changes in hourly rates over 

time the chart opposite shows a time 

series of hourly charge out rates broken 

down by solicitor segments324.The chart 

on the left shows the charge our rates for 

different grades of fee earner at the ‘top 

50’ law firms in the UK.  

– This shows volatility in the highest hourly 

rates achieved, with significant increase 

between 2005-2008, a sharp drop in 

2009, and an increase in 2010.  The 

general trend  if for increasing hourly 

rates. Note also that  a fee earner with 5 

years' post qualification experience  has 

had since 2007 a higher hourly charge out 

rate than  a partner at a Major & National 

Law Firm.  

– More recently the  Master of the Rolls 

Costs Committee increased guideline 

hourly rates by 8%325.

Sources:

324. Reproduced from 2010 Hourly Rate Survey by Jim Diamond. See http://www.jimdiamond.com/Jim_Diamond/Costs_Lawyer__.html

325. ADVISORY COMMITTEE ON CIVIL COSTS Guideline Hourly Rates – Conclusions Judiciary 2010

http://www.jimdiamond.com/Jim_Diamond/Costs_Lawyer__.html
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– Fixed fees

– Fixed fees are used across a variety of services and categories of law. They are used in legal aid326 and for 

corporate clients, but is not clear to what extent other legal services are provided via fixed fees. However there are 

reports of clients resisting hourly rates in favour of fixed fees327. For example  a matrix of fees for clients who are 

employers where a case goes to tribunal328.Alternatives include value billing which can be defined in different ways 

in the legal context. The basic idea is that a firm prices its services based on an understanding of the client's goals 

and perceived value of reaching those goals. The usual result is a predefined fee for a specified legal service329.

– Conditional fees 

– Conditional fees are used in a variety of  categories but mainly in  relation to personal injury and clinical 

negligence330. In the market for PI claimants’ solicitors’ services, the decision over which solicitor to use is made by 

the claimant—however, due to the prevalence of CFAs and BTE insurance, claimants rarely bear the cost. This 

reduces the incentive for solicitors to pass on any efficiency savings in the form of lower legal fees since, unlike in 

many other markets lower prices are unlikely to attract a greater volume of work. 

– Fixed recoverable costs are determined by three elements: the solicitors’ hourly charge-out rates; the grade of 

solicitors involved in each task; the amount of solicitor work required to settle a claim. Guideline Hourly Rates have 

a key role in establishing solicitors’ hourly charge-out rates331.

– One report indicates that conditional fees are less profitable than hourly rate work332.

Sources:

326. For example see Study of legal advice at local level Ministry of Justice 2009

327. Trusted advisor: The Future: A report on the future of UK trust and estate practice by the Society of Trust and Estate Practitioners Society of Trust & Estate 

Practitioners 2010

328. ntroducing Certainty The Pinsent Masons approach to successful tribunal management Pinsent Masons 2010

329. Client Driven Innovation in Legal Services - The State of the Legal Profession, Part 1By Andrew Zangrilli , FindLaw 2008

330. See Review of Civil Litigation Costs, the Right Honourable Lord Justice Jackson, 2009

331. Evidence of market failure Report from Oxera Consulting Limited Association of British Insurers 2009

332. Damage-based contingency fees in employment cases Cardiff University 2008
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– Competitive tendering 

– In the 1990s, for city law firms an entrench culture of long term client loyalty and limited fee negotiation came to an 

end, as corporate client sought to reduce costs. Fees set against an hourly rate  or by reference to the value of a 

transaction gave way to the price for the job, via competitive tendering333.

– The future?

– There has been speculation that the future will involve lower cost, with a prediction that a significant proportion of 

legal services will be given away for free in the future, with profits coming from cross selling other services334.

– At least one law firm has started offering an alternative to hourly billing by following the investment bank model of a 

monthly retainer and a percentage of any successful transaction335. It is unclear how widespread this is. 

Sources:

333. From kinship to magic circle: the London commercial law firm in the twentieth century Marc Galanter & Simon Roberts 2008

334. Could the ‘Freemium’ model work in legal services? Richard Cohen Law Gazette 2010

335. Climate Change: Forecasting the Impact of the Legal Services Act  October 2010 Baker Tilly 2010
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– For Barristers:

– The overview of how barristers set their fees for lay clients states that: There are no formal scales of fees for 

barristers’ work. Generally, barristers charge according to their level of experience and the complexity and length 

of time involved in any particular matter. The amount to be charged for any particular piece of work, and when the 

fee becomes payable, is a matter for negotiation between you, the barrister and his or her clerk336.

– Barrister’s fees are set by the barrister’s clerk and reflect the complexity of the matter, the estimated time to be 

spent preparing and appearing before the court, and the seniority of the barrister in question.  Barristers may also 

agree to act under a Conditional Fee Arrangement337.

– There is a suggestion that higher rates of pay is linked to better service - when asked what would improve the 

service that they provide, 19% of barristers say better pay, 9%, more  specifically, say better pay for legal aid, and 

9% say better listing by courts338.

– For Legal Executives:

– Once they have completed their first stage of academic training (the ILEX Level 3 Professional Diploma in Law and 

Practice course), employers (on a court assessment of costs) can charge Trainee Legal Executives fee-earning 

time up to £136 an hour in London and up to £116 nationally (based on SCCO 2009 guidelines rates for summary 

assessment)....Once they have passed their second stage, employers (on a court assessment of costs) can 

charge Trainee Legal Executives fee-earning time up to £222 an hour in London and up to £158 nationally (based 

on SCCO 2009 guidelines rates for summary assessment)339.

Sources:

336. The Public Access Scheme - Guidance for Lay Clients Bar Council 2010

337. University of Oxford questionnaire on funding, costs and proportionality University of Oxford 2009

338. Perceptions of barristers Research study conducted for the Bar Standards Board by IPSOS MORI November 2007 Bar Standards Board 2007

339. ILEX Members are Fee Earners Institute of Legal Executives 2010
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– While the RIR has found no research looking specifically at charging methods of  unreserved legal service providers, 

investigations undertaken by the Legal Services Consumer Panel have found a range of different charging methods 

on offer.  

– Examples include: 

• Annual service fees: 

• Which? Offer unlimited legal advice from £34 per year.

• Now let's get started offering small business unlimited legal advice calls from £375 + VAT per year.

– Legal services provided free to membership organisations including Unite providing its members and their families, 

with free legal advice in employment, personal injury, wills and conveyancing.
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– It is not clear the impact of  clarity of price has on consumers generally, and whether or not the rise of fixed fees 

has led to changes in prices. 

– One study compared  the impacts of different types of funding on personal injury cases. They found: 

• Delay rose by 21% (157 days) for each £10,000 increase in estimated claim value

• Delay fell by 5% (38 days) for each 10% increase in the defendant's estimated liability

• Delay fell by around 1.2% (90 days) for each 10% increase in plaintiff's expected legal costs

• Legal aid finance increased delay by around 11% relative to legal expenses insurance, controlling for all other 

factors.

– The source of plaintiff finance was a significant factor determining delay (and consequently cost and settlement 

amounts), as a result of incentive effects on behaviour. The behaviour of litigants and their representatives is clearly 

influenced by the way financial risks are shared, and this must be taken into account when formulating and 

evaluating policy in this area340.

– Another piece of research states that the pricing model based on fixed fees is seen as the key to efficiency341.

– The RIR has found no further information on this area. 

Sources:. 

340. The funding of personal injury litigation: comparisons over time and across jurisdictions Paul Fenn, University of Nottingham  Alastair Gray, University of Oxford 

Neil Rickman, University of Surrey  Yasmeen Mansur, University of Nottingham Department for Constitutional Affairs 2006

341. Supply Chains & Porous Boundaries: The Disaggregation of Legal Services, Milton C Regan Jr & Palmer T Heenan Fordham Law Review 2010
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– The RIR has found no comprehensive  

information on the extent of use of different 

charging methods in each category of law.   

– One piece of research estimates the cost of 

conveyancing services: Based on an average 

cost of conveyancing to a buyer of £750, and to 

a seller of £550, we estimate that the 

conveyancing market value in 2007 was around 

£2.08 billion, falling to £1.17 billion in 2008. We 

expect it to fall slightly again for 2009, to about 

£1.05 billion due to a further decline in 

transactions342.

– The chart opposite shows the actual fall in 

conveyancing transactions  over the 2006-2010 

period – a reduction of 44%. 

Sources:. 

342. Home buying and selling A Market Study February 2010 Office of Fair Trading 2010
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- The 2008 Law Management Section TLS survey of 108 firms343 found a wide spread of charge out rates. The 

minimum difference across the quartile points is £41 for Commercial Litigation & Commercial Property – approximately  

25% of the median rate. 

- The highest charge out rates were unsurprisingly all in commercial work - Corporate & Commercial - £171 ph, 

Commercial Litigation - £165 ph, and Commercial property  - £160ph. 

- The 2010 Law Management Section TLS survey of 200 firms344 reported average charge out rates. These are shown 

the table below. 

Sources:

343. 2008 Law Management Section Financial Benchmarking survey, The Law Society 2009

344. 2010 Law Management Section Financial Benchmarking survey, The Law Society 2011
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– By utilising  SRA turnover345 data and making a number of assumptions we can make broad estimates of the 

Solicitors price per hour (i.e. hourly rate) charged to consumers, for all solicitors legal practices. This calculation 

involves the following steps: 

1. Using the number of fee earners, and assuming the firm as a whole meets chargeable hours targets, we can 

estimate the total number of hours billed. These chargeable hours targets are taken from the 2010 Law Management 

section survey covering 200 legal practices. 

2. Next assuming that the firm devotes an amount of resources  proportionate to the amount of income in each area, 

we assign a proportion of the total number of hours to each category in which the firm reports turnover. 

3. Finally, by dividing  the reported turnover by this estimate of hours billed, we can derive an estimated hourly rate at 

the firm. This will reflect an average for the firm, and as set out above hourly rates vary by grade of fee earner used. 

While we have age  of fee earners we do not have data to assign these different resources to categories of work, so 

treat the firm average as sufficient for gaining an insight into both the levels of hourly rate charged and the variability 

across size, geography and category of law. 

– The results suggest, based on these estimates:

• There is significant variation in hourly rates within and across categories of law. 

• As size of firm increases so do the hourly rates charged. This could be  a result of  the following factors:

– Greater proportion of larger firms in London where prices are higher generally

– Smaller firms not meeting the standard billable hours targets,

– Larger firms exceeding standard billable hours targets, though the the PWC survey suggests that this  

only occurs at a significant level in the Top 10 firms. 

– These range of estimated hourly prices are shown in the following four slides.
Sources:

345. SRA Turnover Data – sample of 88% of solicitor firms 
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Based on these estimates, the average hourly rates 

are: 

-Conveyancing - £95

-Will writing & Probate - £94

- Accident or Injury  - £101
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– Based on these estimates, the 

average hourly rates are:

– Family - £89

– Housing - £85

– Employment - £98
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– Based on these estimates, the average hourly 

rates are:

– Crime - £78

– Immigration - £59

– Welfare Benefits  - £73
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Based on 

these 

estimates, the 

average hourly 

rates are: 

- Debt - £96

-Finance & 

Business –

£112

-Intellectual 

Property -

£129

- Other  - £112
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– Because the RIR has found no data on volume of work, or outside of legal aid data on the amount of input required per 

case, the hourly rate estimates can be seen as a proxy price measure. However because inputs (i.e. Hours worked) will 

vary by case,  this is not a true measure of the price to the consumer.  The true price of the solicitors services for the 

consumer is the price of the case as a whole , as they have only limited control in the amount of input units. 

– Utilising the Land Registry data346 we can derive a volume figure for the amount of conveyancing transactions per 

solicitors firm and combine this with SRA turnover data. Making a number of assumptions we can estimate the Solicitors 

price per unit (i.e. . case) for conveyancing at a Local Authority level. This calculation involves the following steps: 

1. Volume of work by firm summed to local authority level. 

2. Matched to Local Authority and summed 

3. Conveyancing  turnover divided by volume gives  price per unit i.e. case 

Sources:

346. SRA Turnover Data and Land Registry Data 

– The results are plotted in  the chart opposite.

– Of the 18 local authorities with an average 

conveyancing price in excess of £8,000, 8 of 

these are in London. 

– In the absence of richer data we assume that 

these higher prices are driven by larger 

proportions of commercial property transactions, 

which would be expected to command a higher 

price than standard residential conveyacning . 
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How do providers set a fee? Profit required back, service required?
L L U U U U U U

What effect does transparency of billing have on price of legal service? L U U U U U U U

Can we have the range of charging methods (by different areas of law, type of fee

earner, profitability)?
E U U U U U U U
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– The RIR found very limited competition analysis on legal services  as a whole. Some sources looked at 

competition issues with in areas of the legal services . 

– The OFT report  Competition in professions346 found that the legal services market was not competitive, which 

ultimately gave rise to the Legal Services Act, following the Clementi Review.  

– This is most prominent in relation to international legal services.  

– Competition for business in international financial markets is largely between London & US law firms, though 

European firms are becoming more active, US law firms don't cover the same range of banking and capital market 

activities, US firms win fewer but larger deal because of strong links with US investment banks, while London firms 

international coverage has enabled them to build relationships with these banks as their share of the European & 

Asian markets has grown347.

– The changes being introduced by the LSA 2007, have been seen as a source of competitive advantage against 

American lawyers:  Regulation of lawyers in England and Australia is being modernized in crucial ways that make 

their firms increasingly competitive in the global marketplace, to the disadvantage of their American competitors. 

New laws which allow outside investment in English and Australian firms, and permit them to expand into 

multidisciplinary practice, will further sharpen their competitive edge349.

– Recent research into City law firms found a high degree of sophistication of these firms clients, and repeat use of 

legal services,  which might suggest that this part of the legal market that can be considered competitive350. 

Sources:

347. Competition in professions, Office of Fair Trading, 2001

348. Legal Services 2009 International Financial Services London 2009

349. A New Approach to Law Firm Regulation - By Anthony Davis July 22nd 2010 The American Lawyer 2010

350. Benchmarking the supply of legal services by city law firms, Charles River Associates, 2011 forthcoming. 
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– A key feature of the legal services market is the  existence of channels to customers. Often sophisticated buyers 

such as Banks, or government  establish panels of providers – a selected pool to whom work will be offered. For 

example:

A consortium of local authorities have come together to set up a panel of lawyers from whom they will buy legal 

services..... The panel will be in place for a minimum of four years, with an option to extend for a further three. The 

consortium has negotiated discounted rates with the panel firms, with further discounts in return for providing a 

certain volume of work across a wide range of areas. In addition, panel firms will provide 'added-value' services, 

such as training, to consortium members.  26 firms and legal departments on the panel were chosen on a 

combination of quality of work, price, range of work and overall quality of the tender. More than 80 firms originally 

responded to the consortium's request for proposal.  Kent and Essex legal teams win places on new 'outer London' 

consortium panel 351.

– One piece of research on City solicitor law firms found that the use of panels is much more widespread than in the 

past, with Financial institutions, especially banks, and the largest corporations were the types of clients that were 

seen as both most commonly using panels and also having the most complicated panel arrangements which 

reflected their overall legal spend. Government bodies were also seen to be increasingly using panels352.

– For markets where referral fees are common, the competition approach for profit-maximising strategy for solicitor 

firms is to incur their own costs up to the point where marginal expenditure required to gain the next case is equal 

to the marginal value (i.e., the referral fee) that they can obtain. In this way solicitor firms maximise their total 

profits353.

Sources:

351. Local Government Lawyer 2010

352. Benchmarking the supply of legal services by city law firms, CRA, 2011

353. Evidence of market failure Report from Oxera Consulting Limited Association of British Insurers 2009
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– For some sectors of the legal services market, such as  Personal; Injury and Conveyancing, competition  has been 

increased due to previous reforms. One study reports: 

– In conveyancing: solicitors firms, threatened with outside competition in the late 80s, cut their prices and began to 

compete with each other. Fixed price conveyancing was offered and the relaxation of the profession’s advertising 

bans enabled consumers to shop around in a meaningful way on price (hourly rates, the previous base of any 

competition, provided no means of ascertaining the actual price). The substantial reduction in profits that would have 

been expected as a result of this price cutting was offset by the property market picking up with sufficient vigour to 

shield the profession from the worst effects of its reduced margins. Prices were set in a more fixed and transparent 

way but by reference to (rising) house prices. New entrants into the market, notably licensed conveyancers, were 

rather thin on the ground and have not challenged the dominant position of the solicitors’ profession354.

– The challenge to the professions monopoly position has not come from alternative providers but from purchasers: 

financial institutions have for some time exerted a powerful influence as referrers of work, able to insist on reduced 

prices from shrinking panels of higher-volume producers often referred to as conveyancing ‘factories’ (with persistent 

allegations that volume and price is achieved at the expense of quality).This was echoed in the research into  City 

Solicitor law firms which reported that some work had even been tendered through Dutch auctions, while for other 

work the client may set the particular price that will be allowed for work and law firms can determine whether or not 

they want to be on the panel for that particular type of work at that particular price355.

– Barristers compete with each other both intra and inter Chambers. In addition, barristers compete with solicitor 

advocates who have had rights of audience since the Courts and Legal Services Act 1990356.

Sources:

354. Self Regulation & the market for legal services Cardiff University 2004

355. Benchmarking the supply of legal services by city law firms, CRA, 2011

356. The Future of the Bar by Nicholas Green QC, June 2010 Bar Council 2010
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– The RIR has found no direct research to answer this question across the legal services market. There is some 

limited information on  two areas of legal services provided by solicitors firms.  

– Legal aid: Legal aid firms bid for contracts to undertake legal aid work in different categories of law, usually every 

three years. They are assessed against a range of service and capacity criteria, such as office locations, ability to 

offer a range of services. They are not currently assessed on price, as all rates  of pay are set by the Legal 

Services Commission, as opposed to though price competitive tendering. Contracts allow providers to undertake  a 

set number of cases, reviewed at least annually. Since 2000 a firm without a legal aid contract cannot undertake 

legal aid work. 

– City: Amongst City solicitor firms, research suggests that competition is largely based on; 

1. Reputation  - either of the firm, a practice area, or an individual.  Membership of one of the different city firms 

groupings  enhances reputation: There are some high profile, highly valuable and complex pieces of work for 

which only the Magic Circle firms would be considered sufficiently high quality to do the work. The role of the legal 

directories such as Legal 500 and Chambers were also seen as important ways of conveying reputation to 

potential clients.

2. Panel membership – as set out above  clients use panels as way of providing a firm with a large volume of work for 

reduced fees. Prices are key but other factors such as provision of secondees to the clients firm, and or training of 

in house legal teams can also be important. 

3. Price  - Even for repeat business for existing clients, it is increasingly common for firms to have to compete against 

other firms for particular pieces of work. For example, submitting formal tenders or attending a beauty parade 

would be typical.

Sources:

331. See http://www.legalservices.gov.uk/civil/tendering/civil_contracts_for_2010.asp for examples

332. Benchmarking the supply of legal services by city law firms, CRA, 2011

http://www.legalservices.gov.uk/civil/tendering/civil_contracts_for_2010.asp
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What does a competitive legal market look like?
U U U U U U U U

What parts – if any – of the legal market are competitive? Does it 

display monopsony characteristics? U U U U U U U U

How do legal service providers compete for work?
L U U U U U U U
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- This Map of Legal Services was compiled between June & September 2011.

- Thanks are due to Nina Fletcher (Research Manager, The Law Society) Professor John Flood (University of 

Westminster) and Lynn Plumbley (Chief Executive Costs Lawyers Standards Board) for their comments and input 

on early drafts.

- We recognise that the legal services market is undergoing a period of change, and encourage others to submit  

evidence to us so as to further enhance our collective understanding of the legal services market. 

- Any comments or queries should be directed to robert.cross@legalservicesboard.org.uk

mailto:robert.cross@legaservicesboard.org.uk

