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The legal market in the United States has undergone significant transformations over
the past decade, driven by economic shifts, technological advancements, and evolving
client expectations. In 2024, the landscape is more competitive than ever, with law firms
striving to adapt to new realities and capitalize on emerging opportunities. This article
provides an in-depth analysis of the current state of the US legal market, highlighting
key trends, challenges, and opportunities for law firms in this dynamic environment.

The US legal market has been characterized by a notable shift from transactional
practices to counter-cyclical practices such as litigation, bankruptcy, and labor &
employment. This shift has been influenced by broader economic conditions, with many
firms now focusing on areas that tend to thrive during economic downturns. Additionally,
the rapid adoption of generative artificial intelligence (Gen AI) and other technological
innovations is reshaping the way legal services are delivered, creating both
opportunities and challenges for law firms.
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Key Trends and Developments

Several key trends and developments are shaping the US legal market in 2024. Firstly,
there has been a significant increase in the pace of law firm rate growth, particularly
over the past few years. Clients are now paying higher rates for legal services, but many
firms are struggling to collect on these rates due to increased client resistance and
competition from lower-cost providers.

Secondly, the integration of Gen AI into legal practices is having a profound impact. Law
firms are leveraging AI to enhance efficiency, reduce costs, and improve client service.
However, there is still skepticism among some industry leaders about the long-term
implications of this technology.

Lastly, client expectations are evolving, with a growing preference for specialist
knowledge, responsiveness, and global coverage. Law firms that can meet these
demands are better positioned to succeed in this competitive market.

Historical Context and Market Evolution

The Impact of Historical Events on the Legal Market

The evolution of the US legal market cannot be understood without considering the
impact of historical events. One of the most significant periods in recent history was the
Global Financial Crisis (GFC) of 2008-2011. This crisis marked a fundamental shift in the
balance of power between law firms and their clients. Before the GFC, law firms largely
controlled all aspects of legal matters, from planning and staffing to pricing. However,
the crisis empowered clients, giving them greater control over how legal services were
delivered and priced.

During the GFC and its aftermath, clients became more cost-conscious and began
demanding greater value for their money. This led to the rise of alternative fee
arrangements (AFAs) and increased scrutiny of law firm billing practices. Clients also
started to unbundle legal services, hiring different firms or service providers for specific
tasks rather than relying on a single law firm for all their legal needs. This period of client
empowerment set the stage for many of the trends we see in the legal market today.
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Transition from the Transactional Decade to the Present

The 2010s, often referred to as the “Transactional Decade,” were characterized by
strong economic growth and robust demand for transactional legal services, such as
mergers and acquisitions (M&A) and corporate finance. Law firms enjoyed a period of
relative stability and growth, driven by low-interest rates and a booming economy.
However, this period also masked some of the underlying changes that were taking
place in the legal market.

As the economy began to slow down and interest rates started to rise in the early 2020s,
the demand for transactional services declined. At the same time, the demand for
counter-cyclical practices, such as litigation, bankruptcy, and labor & employment,
increased. These practices tend to perform well during economic downturns, as
companies face more disputes, financial distress, and workforce-related issues.

The transition from the Transactional Decade to the present has been marked by
significant shifts in law firm strategies. Firms that were heavily reliant on transactional
work have had to diversify their practice areas and invest in counter-cyclical practices to
maintain profitability. This shift has also led to increased competition among law firms,
as they vie for a share of the growing market for litigation, bankruptcy, and labor &
employment services.

Economic and Market Forces
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Shifts in Demand for Legal Services

The demand for legal services has experienced notable shifts over the past few years,
influenced by broader economic conditions and changes in client needs. One of the
most significant trends is the move from transactional practices, which dominated the
market during the 2010s, to counter-cyclical practices. As the economy has become
more volatile, clients have increasingly sought legal services in areas such as litigation,
bankruptcy, and labor & employment, which tend to thrive during economic downturns.

Litigation, in particular, has seen a resurgence, driven by a rise in disputes and
regulatory scrutiny. Bankruptcy services have also grown in demand as companies face
financial difficulties and seek legal guidance to navigate complex insolvency processes.
Labor & employment practices are expanding due to workforce-related issues, such as
disputes over remote work policies, employee rights, and compliance with labor laws.
These shifts highlight the need for law firms to be agile and responsive to changing
market conditions.

The economic landscape has also led to an increase in the complexity and scope of
legal matters. Clients are looking for law firms that can provide specialized knowledge
and handle intricate legal issues efficiently. This has created opportunities for law firms
that can offer a broad range of services and expertise, particularly in high-demand
areas.

The Rise of Counter-Cyclical Practices

The rise of counter-cyclical practices is a direct response to the economic challenges
and uncertainties that have characterized the early 2020s. As businesses and
individuals grapple with economic instability, they turn to legal practices that can provide
support and solutions in difficult times. Counter-cyclical practices, including litigation,
bankruptcy, and labor & employment, have become increasingly important as they
address the needs of clients facing crises and disputes.

Litigation has seen significant growth due to the increase in disputes across various
sectors. Regulatory changes and heightened scrutiny have led to more legal challenges,
and companies are seeking experienced litigators to defend their interests. Bankruptcy
services are in high demand as businesses navigate financial distress and seek to
restructure their operations. The rise in bankruptcies has also led to more complex legal
proceedings, requiring specialized knowledge and expertise.

Labor & employment practices have expanded as companies deal with workforce-
related issues, such as layoffs, compliance with changing labor laws, and disputes over
workplace policies. The shift to remote work has also introduced new legal challenges,
making labor & employment law a critical area of focus for many firms.



5/22

The rise of these counter-cyclical practices underscores the need for law firms to
diversify their service offerings and develop expertise in areas that can weather
economic fluctuations. Firms that can adapt to these changing conditions and provide
valuable support to clients in times of crisis are well-positioned for success.

Law Firm Financial Performance

Analysis of Financial Indicators

The financial performance of law firms in the US legal market has been a mixed bag in
recent years, reflecting both the opportunities and challenges presented by the current
economic environment. Key financial indicators such as worked rates, realization rates,
and expense growth provide valuable insights into the health of the industry.

Worked rates, which refer to the rates clients agree to pay for legal services, have seen
substantial growth, particularly over the past few years. In 2023, worked rates increased
by more than 6%, a pace not seen since before the Global Financial Crisis (GFC). This
growth is a positive sign for law firms, indicating that clients are willing to pay higher fees
for legal services. However, the ability of firms to collect on these higher rates has been
inconsistent, with many clients pushing back on invoices or seeking to tier work to lower-
cost providers.

Realization rates, which measure the proportion of worked rates that law firms actually
collect, have declined in recent years. This decline is partly due to internal write-downs
by attorneys who adjust bills before sending them to clients. As a result, collected



6/22

realization, the percentage of worked rates that firms ultimately receive, has also
decreased. In 2023, law firms collected an average of 90.5% of their worked rates, down
from previous years.

Expense growth has moderated somewhat compared to the high levels seen in 2022,
but it remains a concern for many firms. Overhead expenses, such as office costs and
administrative salaries, continue to rise, putting pressure on profitability. Direct
expenses, including lawyer salaries and benefits, have also grown, driven by headcount
increases and salary adjustments.

Worked Rates and Realization Rates

The dynamics of worked rates and realization rates are crucial for understanding the
financial performance of law firms. Worked rates have risen sharply, reflecting the
increasing cost of legal services. This trend is driven by various factors, including
inflation, the rising cost of talent, and the need for law firms to maintain profitability in a
competitive market.

Despite the growth in worked rates, realization rates have not kept pace. Billing
realization, which refers to the amount billed to clients after internal adjustments, has
declined as attorneys proactively reduce bills to avoid client pushback. This has led to a
decrease in collected realization, affecting overall revenue.

The discrepancy between worked rates and realization rates highlights the challenges
law firms face in converting higher rates into actual revenue. Firms must navigate client
demands for cost control while managing their own financial health. Strategies to
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improve realization rates include better billing practices, enhanced client communication,
and leveraging technology to streamline operations.

Understanding and addressing the factors that influence worked rates and realization
rates is essential for law firms aiming to improve their financial performance. By focusing
on efficient billing practices and maintaining strong client relationships, firms can
enhance their revenue collection and sustain profitability in a challenging market
environment.

Technological Advancements

The Role of Generative Artificial Intelligence

The advent of generative artificial intelligence (Gen AI) is transforming the legal industry,
bringing both opportunities and challenges. Gen AI refers to advanced AI technologies
capable of generating human-like text, understanding complex queries, and automating
various tasks. In the legal sector, Gen AI is being utilized to streamline processes,
improve efficiency, and enhance client service.

One of the most significant impacts of Gen AI is its ability to automate routine tasks,
such as document review, legal research, and contract analysis. This automation
reduces the time and cost associated with these tasks, allowing lawyers to focus on
more complex and strategic work. Gen AI can also assist in drafting legal documents,
providing suggestions and improvements based on vast datasets of legal information.
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Despite its potential, the integration of Gen AI into legal practices has been met with
some skepticism. Concerns about the accuracy and reliability of AI-generated content,
as well as issues related to data security and confidentiality, are at the forefront of
discussions. Law firm leaders are also grappling with the ethical implications of using AI
in legal practice, including questions about accountability and the role of human
judgment.

Nevertheless, the optimistic outlook among many law firms suggests that the benefits of
Gen AI outweigh the challenges. Firms that successfully adopt and integrate Gen AI into
their operations are likely to gain a competitive edge, offering faster, more cost-effective,
and higher-quality services to their clients.

Potential Scenarios for AI Impact on Legal Services

As Gen AI continues to evolve, its impact on the legal industry could unfold in several
ways. Here are three potential scenarios:

Scenario One — The Rising Tide: In this scenario, Gen AI significantly enhances both
client value and law firm profits. AI-driven efficiencies lead to higher-quality legal advice,
faster service delivery, and more innovative solutions. Law firms reduce operational
costs and improve productivity, leading to a shift in team composition with increased
roles for AI-trained lawyers and legal technologists. The traditional pathway from
associate to partner changes, and new pricing models emerge. Firms that harness
innovation and demonstrate value to clients differentiate themselves in the market.

Scenario Two — A Lopsided Landscape: Here, clients leverage Gen AI to exert
greater control over legal services, reducing the traditional roles of law firms. Clients
handle more legal work in-house, using AI for preliminary tasks and relying on external
providers for final validations. This scenario leads to increased competition as clients
diversify their legal service providers, including software vendors and consultancies.
Law firms face pressure to offer competitive pricing models and demonstrate their value
beyond cost savings.

Scenario Three — No Big Thing: In this scenario, Gen AI does not have a significant
strategic impact on law firms. Instead, it serves as an advanced tool for knowledge
management and search functions without substantially altering current legal practices
or the balance between law firms and clients. While AI improves operations, marketing,
IT, and HR, it does not notably change client benefits or firm costs. Some firms, practice
areas, and regions may experience minimal impact, requiring law firm leaders to assess
the technology’s relevance on a case-by-case basis.

These scenarios highlight the diverse ways in which Gen AI could shape the future of
legal services. Law firm leaders must stay informed about technological advancements
and strategically plan for the potential impacts on their practices, ensuring they are
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prepared to navigate the evolving landscape.

Client Expectations and Spending Patterns

Changing Dynamics of Client Relationships

Client relationships in the legal industry have evolved significantly, driven by changing
expectations and market dynamics. Today’s clients are more informed, cost-conscious,
and demanding than ever before. They seek law firms that can provide specialist
knowledge, responsiveness, and global coverage, while also offering value for money
and predictable outcomes.

One of the most notable changes is the shift from viewing outside lawyers as trusted
advisors to treating them more as vendors. This shift has been fueled by the increased
involvement of corporate procurement departments in the selection and management of
legal services. Clients are now more likely to use competitive processes, such as
request-for-proposals (RFPs), to select their legal providers, focusing on cost efficiency
and value.

Another significant change is the growing preference for specialist knowledge. Clients
are increasingly looking for law firms that have deep expertise in specific areas of law,
rather than generalist firms. This trend is driven by the complexity of legal issues and the
need for precise, informed advice. As a result, law firms are investing in niche practices
and building teams of specialists to meet client demands.
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Global coverage is also a critical factor for many clients, particularly those with
international operations. Clients expect their legal providers to have a presence in key
markets around the world and to be able to handle cross-border issues seamlessly. Law
firms that can offer comprehensive global services are better positioned to attract and
retain clients in this competitive environment.

Client Preferences for Specialist Knowledge and Global Coverage

The increasing demand for specialist knowledge and global coverage has several
implications for law firms. Firstly, firms must invest in building and maintaining expertise
in high-demand practice areas. This involves recruiting and retaining top talent,
providing ongoing training and development, and staying abreast of legal and regulatory
changes. Firms that can demonstrate deep expertise in specific areas are more likely to
win client trust and business.

Secondly, law firms must develop and maintain a strong global presence. This may
involve opening offices in key international markets, forming strategic alliances with local
firms, or leveraging technology to provide seamless cross-border services. Clients value
firms that can offer consistent, high-quality legal support regardless of geography.

To meet these expectations, law firms must also focus on delivering excellent client
service. Responsiveness, clear communication, and a client-centric approach are crucial
for building and maintaining strong relationships. Firms that can anticipate client needs,
provide proactive advice, and deliver solutions efficiently will stand out in the market.

Overall, the changing dynamics of client relationships and the growing preference for
specialist knowledge and global coverage present both challenges and opportunities for
law firms. Those that can adapt to these trends and demonstrate their value to clients
will be well-positioned for success in the evolving legal market.
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Staffing and Productivity

Trends in Law Firm Staffing Strategies

The staffing strategies of law firms have evolved in response to market demands,
economic pressures, and technological advancements. One significant trend is the
divergence in staffing approaches among different segments of law firms. Larger firms,
particularly those in the Am Law 100, have been reducing associate headcount to
control costs and improve profitability. This downsizing trend contrasts with midsize
firms, which have been aggressively expanding their associate ranks.

This divergence is driven by several factors. Large firms face higher salary costs for
associates and are under pressure to maintain profitability amid rising expenses and
competitive fee structures. By cutting back on associate headcount, these firms aim to
streamline operations and focus on high-margin work. Conversely, midsize firms are
expanding their associate ranks to capitalize on the growing demand for legal services
in areas such as litigation, bankruptcy, and labor & employment. These firms see an
opportunity to capture market share by offering specialized services at competitive rates.

Another trend is the increasing reliance on non-lawyer professionals. Firms are hiring
more paralegals, legal technologists, and project managers to support their operations.
This shift allows firms to delegate routine tasks to lower-cost staff, freeing up lawyers to
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focus on more complex and strategic work. Additionally, the use of contract lawyers and
flexible staffing models has become more common, enabling firms to scale their
workforce according to demand.

Associate Headcount and Salary Trends

Associate headcount and salary trends have significant implications for law firm
productivity and financial performance. In recent years, associate salaries have risen
sharply, driven by intense competition for top talent and the need to attract and retain
skilled lawyers. This increase in salaries has contributed to higher direct expenses for
firms, particularly those in the Am Law 100.

Despite the rise in salaries, many large firms have been reducing associate headcount
to manage costs. This strategy aims to balance the need for high-quality legal talent with
the financial realities of operating in a competitive market. However, reducing headcount
can also lead to challenges in meeting client demands and maintaining productivity
levels.

Midsize firms, on the other hand, have been expanding their associate ranks to take
advantage of growth opportunities in high-demand practice areas. By hiring more
associates, these firms can handle a larger volume of work and provide specialized
services to clients. However, this strategy also comes with risks, as firms must ensure
they have enough work to keep their expanded workforce busy and productive.

Overall, the trends in associate headcount and salaries reflect the broader challenges
and opportunities facing law firms. Firms must strike a balance between attracting and
retaining top talent, managing costs, and maintaining productivity to succeed in the
competitive legal market.
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Market Segmentation and Competitive Landscape

Performance of Different Law Firm Segments

The performance of different law firm segments varies widely, reflecting the diverse
strategies and market conditions they face. The Am Law 100 firms, which represent the
largest and most prestigious firms in the US, have experienced mixed results. While
these firms have benefited from strong demand for high-value services and have been
able to command premium rates, they also face significant challenges related to
expense growth, realization rates, and client pressure for cost efficiency.

The Am Law Second Hundred firms, which include firms ranked 101-200 by revenue,
have seen more stable performance. These firms often compete on price and value,
offering high-quality services at more competitive rates than their larger counterparts.
This positioning has allowed them to capture work from cost-conscious clients and
maintain steady demand for their services.

Midsize firms, which are typically smaller and more agile, have performed particularly
well in recent years. These firms have capitalized on the growth in demand for counter-
cyclical practices such as litigation, bankruptcy, and labor & employment. By focusing on
specialized services and building strong client relationships, midsize firms have been
able to grow their market share and improve profitability.

Analysis of Am Law 100, Am Law Second Hundred, and Midsize Firms
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The Am Law 100 firms are characterized by their size, resources, and ability to handle
complex, high-value legal matters. These firms often have extensive international
networks and offer a wide range of services. However, they also face significant
challenges related to cost management and maintaining profitability. The rise in
associate salaries and overhead expenses has put pressure on these firms to find
efficiencies and optimize their operations.

The Am Law Second Hundred firms occupy a unique position in the market. They often
compete directly with the largest firms but do so by offering more competitive pricing and
focusing on value. These firms have been able to attract clients who seek high-quality
legal services without the premium rates associated with the top-tier firms. The Second
Hundred firms have also been more adaptable in their staffing strategies, balancing
headcount growth with the need to manage expenses.

Midsize firms have leveraged their agility and specialized expertise to achieve strong
performance. These firms are less burdened by the high overhead costs and salary
pressures faced by larger firms, allowing them to offer competitive rates while
maintaining profitability. Midsize firms have been particularly successful in capturing
work in high-demand practice areas, where their specialized knowledge and client-
focused approach give them a distinct advantage.

Overall, the competitive landscape of the US legal market is shaped by the diverse
strategies and performance of different law firm segments. Firms that can effectively
navigate the challenges of cost management, client expectations, and market conditions
are well-positioned for success in this dynamic environment.



15/22

Challenges and Opportunities

Key Challenges Facing Law Firms in 2024

Law firms in 2024 face several key challenges that require strategic management and
innovative solutions. One of the primary challenges is maintaining profitability amid
rising costs. As associate salaries, overhead expenses, and technology investments
continue to increase, firms must find ways to control costs without compromising on
quality or client service. This requires a careful balance between expense management
and investment in growth areas.

Another significant challenge is managing client expectations in a competitive market.
Clients are increasingly demanding cost-effective solutions, greater transparency, and
faster turnaround times. Firms must adapt to these demands by leveraging technology,
improving operational efficiency, and adopting flexible pricing models. Meeting these
expectations while maintaining profitability is a delicate balancing act that requires
continuous innovation and client engagement.

The integration of generative artificial intelligence (Gen AI) presents both opportunities
and challenges for law firms. While Gen AI can enhance efficiency and reduce costs, it
also raises concerns about data security, ethical implications, and the potential
displacement of legal jobs. Law firms must navigate these issues carefully, ensuring that
they harness the benefits of AI while addressing potential risks and maintaining ethical
standards.

Additionally, law firms must contend with the ongoing impact of economic volatility. The
legal market is influenced by broader economic conditions, and firms must be prepared
to adapt to fluctuations in demand, changes in regulatory environments, and shifts in
client priorities. This requires agility, foresight, and a proactive approach to strategic
planning.

Opportunities for Growth and Innovation

Despite the challenges, there are numerous opportunities for growth and innovation in
the legal market. One of the most promising areas is the adoption of technology to
streamline operations and enhance client service. From AI-powered legal research and
document review to advanced client relationship management systems, technology
offers law firms the tools to improve efficiency, reduce costs, and deliver higher-quality
services.
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Another significant opportunity lies in the expansion of specialized practice areas. As
clients seek more targeted expertise, law firms can differentiate themselves by
developing niche practices in high-demand areas such as cybersecurity, data privacy,
environmental law, and healthcare regulation. By building deep expertise and staying
ahead of legal and regulatory developments, firms can attract clients seeking
specialized knowledge and tailored solutions.

The global nature of business today also presents opportunities for law firms to expand
their international presence. By establishing offices in key markets, forming strategic
alliances with local firms, or leveraging technology to provide cross-border services,
firms can meet the needs of clients with international operations and enhance their
competitive positioning.

Innovation in pricing models is another area where law firms can gain a competitive
edge. By offering alternative fee arrangements (AFAs), fixed fees, and value-based
pricing, firms can provide clients with greater predictability and cost control. These
innovative pricing models can help attract cost-conscious clients and build long-term
relationships based on trust and transparency.

Finally, law firms can capitalize on the growing demand for comprehensive legal
services that integrate traditional legal advice with strategic business counsel. By
offering multidisciplinary services that address clients’ broader business needs, firms
can position themselves as trusted advisors and partners in their clients’ success.

Future Outlook

Predictions for the Legal Market Beyond 2024

Looking beyond 2024, the legal market is expected to continue evolving in response to
technological advancements, economic conditions, and changing client expectations.
One of the key trends likely to shape the future is the increasing use of artificial
intelligence (AI) and automation in legal processes. AI technologies will become more
sophisticated, enabling law firms to automate more complex tasks and provide more
efficient and cost-effective services.

The demand for specialized legal expertise is expected to grow, driven by the complexity
of legal and regulatory environments. Law firms that can offer deep knowledge in niche
areas will be well-positioned to attract clients seeking expert advice and innovative
solutions. This trend will likely lead to further segmentation of the legal market, with firms
differentiating themselves based on their specialized capabilities and industry focus.

Globalization will continue to influence the legal market, with firms expanding their
international reach to serve clients with cross-border needs. This will require firms to
navigate different legal systems, regulatory frameworks, and cultural contexts. Firms that
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can offer seamless international services and build strong global networks will have a
competitive advantage.

The shift towards value-based pricing and alternative fee arrangements will likely
accelerate as clients demand more predictable and transparent pricing models. Law
firms will need to develop innovative pricing strategies that align with client expectations
and provide clear value for money. This shift will also drive firms to focus on efficiency
and outcomes, rather than billable hours.

Long-Term Implications of Current Trends

The long-term implications of current trends in the legal market are profound. The
adoption of AI and automation will fundamentally change the way legal services are
delivered, requiring firms to rethink their business models and workforce strategies.
While AI will enhance efficiency and reduce costs, it will also necessitate new skills and
roles within law firms, including AI specialists and legal technologists.

The growing demand for specialized expertise will drive law firms to invest in continuous
learning and professional development. Firms will need to stay ahead of legal and
regulatory changes, build deep industry knowledge, and foster a culture of innovation.
This focus on specialization will create opportunities for firms to differentiate themselves
and build strong reputations in specific areas of law.

Globalization will require law firms to adopt a more strategic and integrated approach to
their international operations. Firms will need to develop global capabilities, build strong
local partnerships, and leverage technology to provide consistent and high-quality
services across borders. This will enable firms to serve multinational clients more
effectively and capture new growth opportunities in emerging markets.

The shift towards value-based pricing and client-centric service delivery will redefine the
client-law firm relationship. Firms that can demonstrate clear value, deliver results
efficiently, and build strong client relationships will thrive in this new environment. This
will require a focus on client needs, proactive communication, and a commitment to
continuous improvement.

In summary, the future of the legal market will be shaped by technological innovation,
specialization, globalization, and client-centric service delivery. Law firms that can adapt
to these trends and embrace new ways of working will be well-positioned to succeed in
the evolving legal landscape.

Recap of Key Insights
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The US legal market in 2024 is characterized by significant shifts and evolving
dynamics. The transition from the Transactional Decade to a focus on counter-cyclical
practices such as litigation, bankruptcy, and labor & employment reflects broader
economic conditions and client needs. Law firms are navigating a complex landscape
marked by rising costs, competitive pressures, and changing client expectations.

Technological advancements, particularly the integration of generative artificial
intelligence (Gen AI), are transforming legal practices. While AI offers opportunities for
increased efficiency and cost savings, it also presents challenges related to data
security, ethical considerations, and the potential impact on legal jobs. Law firms must
strategically harness AI while addressing these concerns.

Client expectations are evolving, with a growing demand for specialist knowledge,
responsiveness, and global coverage. Firms that can meet these demands through
expertise, innovative pricing models, and excellent client service are well-positioned to
succeed. Additionally, the competitive landscape varies across different segments, with
midsize firms capitalizing on growth opportunities and large firms managing cost
pressures.

The future of the legal market will be shaped by ongoing trends such as the rise of AI,
specialization, globalization, and value-based pricing. Law firms that adapt to these
trends and embrace innovation will thrive in the evolving environment.

Final Thoughts on the State of the US Legal Market

The state of the US legal market in 2024 presents both challenges and opportunities for
law firms. The ability to maintain profitability amid rising costs, meet evolving client
expectations, and leverage technological advancements is crucial for success. Firms
must navigate a competitive landscape, balancing the need for efficiency with the
delivery of high-quality services.

The integration of Gen AI and other technologies offers the potential to transform legal
practices, but it requires careful management to address ethical and security concerns.
Specialization and global expansion are key strategies for firms seeking to differentiate
themselves and capture market share. Additionally, innovative pricing models that align
with client needs will play a critical role in building strong, long-term client relationships.

Looking ahead, the legal market will continue to evolve, driven by economic conditions,
technological advancements, and changing client preferences. Law firms that stay
ahead of these trends, invest in expertise and innovation, and prioritize client service will
be well-positioned for success. By embracing new ways of working and adapting to the
shifting landscape, firms can navigate the challenges and seize the opportunities that lie
ahead.
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Demand Growth in Different Practice Areas

Practice Area Demand Growth (%)

Litigation 3.2

Bankruptcy 4.4

Labor & Employment 2.8

Corporate -1.0

Mergers & Acquisitions -2.2

Real Estate -1.7

Client Spend Anticipation by Practice Area

Practice Area Spend Anticipation (%)

Regulatory 42

Litigation 38

Labor & Employment 35

Corporate – General 33

Intellectual Property 30.9

Mergers & Acquisitions 28

Expense Growth Trends

Year Direct Expenses (%) Overhead Expenses (%)

2007 5 3

2008 6 4

2009 4 2

2010 5 3

2011 6 4

2012 7 5

2013 5 3
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Year Direct Expenses (%) Overhead Expenses (%)

2014 4 2

2015 3 1

2016 2 2

2017 3 3

2018 5 4

2019 6 5

2020 7 6

2021 8 7

2022 9 8

2023 7 6

Realization Rates Over Time

Year Billing Realization (%) Collected Realization (%)

2007 93 91

2008 92 90

2009 91 89

2010 90 88

2011 91 89

2012 92 90

2013 93 91

2014 94 92

2015 93 91

2016 92 90

2017 91 89

2018 90 88

2019 89 87



21/22

Year Billing Realization (%) Collected Realization (%)

2020 88 86

2021 87 85

2022 88 86

2023 89 87

Associate Headcount and Salary Trends

Firm Segment Headcount Growth (%) Salary Growth (%)

Am Law 100 1.7 15.2

Am Law Second Hundred 8.5 9.8

Midsize 11.8 3.2

Profitability Growth by Firm Segment

Firm Segment Profitability Growth (%)

Am Law 100 2.0

Am Law Second Hundred 10.8

Midsize 14.1

Impact of Gen AI on Legal Practices

Practice Area AI Adoption Rate (%)

Document Review 70

Legal Research 65

Contract Analysis 55

Drafting 60

Client Spend Distribution by Practice Area

Practice Area Spend Distribution (%)

Litigation 20
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Practice Area Spend Distribution (%)

Regulatory 18

Corporate 17

Labor & Employment 15

Intellectual Property 15

Mergers & Acquisitions 15

Law Firm Financial Performance Metrics

Metrics Am Law 100 (%) Am Law Second Hundred (%) Midsize (%)

Demand 0.0 0.6 2.4

Worked Rates 6.0 4.4 3.3

Fees Worked 3.3 3.3 4.7

Productivity -3.9 -2.3 -0.6

Geographic Expansion of Law Firms

Region New Offices

North America 15

Europe 12

Asia 10

South America 8

Africa 5

Australia 7

 


