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PREFACE 

In 1991 the United Swes lntenuuional Trade Commimon initialed its current Industry and 
Trade Summary series of informational reporu on the thousands of products and services -
imported into and exported from die Uniud SlateS. Each summary ~ a different 
industry -area and contains information on product uses, U.S. and foreign producers, uade 
barriers, and industry trends. Also included is an analysis of the bmic factors affecting trends 
in consmnption, production, and ll'8de of the domestic and foreign markets. I 

- 'Ibis report on die legal services industty-covers -the period ..from 1986 to m(d-1991 and 
represents one of approximalely 250 to 300 individual tq>ortS to be produced in this series 

--- during· the first half of the 1990s. Listed below are the individual summary ~ publishe.d 
· to dale on the service industries sectors. · . · -

usrrc 
publication 
number . 

2456 (SV-1) 
2569 (SV-2) 
2594 (SV-3) 

Publication 
Dme 1itk 
November 1991 . • • • . . • • Insurance 
October 1992 • . • • . • • • • . Advenising 
February 1993 . • . . . • . . • • Legal Services 

1
. ~ infc:mnabon and analysis provided in this report me for the pupose of this report only. 

Nothing m this report should be construed to indicate how the Commission would find in 1111 investiga­
tion c:onduct.ed muter statutory athority covering the same or similar subject maner. 

. . 
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INTRODUCTION 
Tbe legal services industry cimsists of 

"estab1islnnnns which are headed by members of tbe · 
bar and are nrimarily engaged in offering legal advice 
or services . ..Y-Plrtly due to the dtanging nature of tbe 
legal profession. what was once a prdession has now 
evolved into a major indusay. Tbe legal services 
industry has witnes'ed dramatic growth since tbe 
1970s. In 1991. dime were about 775.000 lawyers in 
the United States. compmed to app101imatt.Jy 275.000 
in 1970 .. Receipta iDaeued frail about 512 billion in 
1975 to an estimated $100 billiaD in .1991 (figure 1).2 . 
This growth bas primarily resuhed from iDaeased 
cmporare demand lar legal services. ~ a changing 
businea mviromDeDt cbaracrerized by deregulation. 
cmporare restructuring IDd the emergence of_ new 
fuumce and. inwstmeDt insttummts. 

This report analyms domestic aad inlematioDal 
devel in tbe 1ega1 servm indusuy. focusing ~;·:ts the effects Of tbe indmtry~s growth during 
the 1980s and subsequmt reuenchment in tbe 1990s. as 
well as the evolutim of intemarimaJ trade in legal 
services and the pattem of· remand for U.S. Jelal 
services in ~ foreign martrets.3 Industry 
analysts generally use deYeJopmP.Dts in tbe bminess 
and financial law sectors as weatbetvanes for tbe emiie 
industry. In this study. as well the primary focus will 
be m the business-related sector because these law 
firms are most active in the provision of mtematiOID81 
legal services. 

In recent years. U.S. law films haw benefilf'A from 
the liberalization of legal services trade in important 
foreign markets in Western &nope and Asia. 
Furthermore. multilateral negotiatioas are taking place 
concerning the eJDninarim of nommiif barrie.n to 
intemational trade in services. ~. since the legal 
services industry is a regulated profession. di1I=nt 
national licensing requiiements may limit tbe extent of 
liberalization of inlemational trade in 1egal services. 

The provision of legal services di1rers signifiC8Dlly 
from the prQducticm and sale of tangible CODSUll8 
men:handise. Direct measures· of OUlpUt. demand and 
competitiveness are,~ best. difficult to determine due 
to the customized nature of legal services. Consumers 
purchase legal services in order to facilitate the 
achievement of some other objective. and. in many 
cases. only a la~ can provide tbe means toward this 
end. In other cases. substituces. such ~ paralegals or 
self-represenrarion. may be able to fulfill the demand· 
for legal SeJvices. In general: the demand for legal 
services is not likely to be very price elastic. In ot6a 
words. consumers would not necessarily purchase a 

1 Executive Office of the Prement. Office of 
Management and Budget. Standard lndu#rial 
Classification Manual, 1987. SIC code 8111. 

2 U.S. Department of Commerce. Slatimcal Abstract 
of the United States. 1992. and Richard H. Sander and E. 
Douglass Williams, "Why Are There So Miny Lawyers? 
Perspectives on a Turbulent Market." Law and Social 
Inquiry: Journal of the American Bar Foundation, 
Summer 1989, p. 435. 

3 For this report. usrrc staff oonducted extensive 
interviews with lawyers from several major U.S. law 
firms. 

greater quamity of legal services simply because they 
became cheaper. ·. 

In the legal services industry. extemal 
developments indirectly increase tbe of 
"produces" available on the ID8lket. creating Zona1 
. supply- and remand-side opponunities. OtmgM in 
federal and state law have in a sense aeated demand 
fer le~ services in such areas as product and peisonal 
liability. bankruptcy. family law. and civil rights. 
Business.coiporations now ~ a greater volmne of 
legal seivices in order to comply with myriad 
regu1atians at all levels of sove.mmem. Developments 
in tbe intematioaal business and finance arenas. suCh 
as the evolution of tbe Emodollar market and new debt 
and inveMmemt insuuments have increased the scale 
and scope of business cuparatiODS' demand for legal 
services and have broadeJJM the range of services that 
lawyeis are able to offer. 

Law firms increasiDgly offer business-related legal 
services <11 an international scale. The largest U.S. law 
firms have maintained some form of foreign presence 

· fer decades. but intemationalizacm in the form of 
foreign branch offices became a widespread trend 
tqitming in tbe 1960s with tbe explDSlcm of U.S. 
mulrinatimal corporatims. The number of such films 
grew at an evm faster pace during the 1970s and 1980s 
with the growth of inlemational banking and finance. 
In 1991. U.S. exports of legal services. i.e .• 
cross-border uansactims. amounted to nearlr ,Sl.2 
billiaD (table 1).4 lbe F.uropean Comnnmjty CEO'- and 
Japan are tbe most important foreign markets for U.S. 
legal ~. accounting respectively for 46 and 26 
percent of total foreign sales of U.S. legal services in 
1991 Cfisme 2).6 . 

U.S. imports of legal services are less substantial. 
amounting to S222millionin1991(table2). However. 
this represents a more than. 100 percent iDaease over 
1987 imports (table 2). Increased demand for imported 
legal services may be partly due to increased Japanese 
and European foreign investment in the United States 
after 1985~ From 1987-1991. several States' 
introduction of ie8ulations allowing foreign lawyers to 
practice in the United States as foreign legal 
consultams also helped to facilitate tbis inaease. 
British law films bad the largest single-country 
~tage and supplied 25 percent of impcrted U.S. 
legal services in 1991. 

Despite the expansicm of intematianal trade, the 
foreign revenues of the U.S. legal services. industry 
appear _insignifiamt compared to domestic revenue5. 
amOUDbng to less than "2 pen:ent of total domestic 
revenues in 1991.7 Nevertheless. this represems a 

__ 4 These figures represent uMffiliated or direct exports 
and .rts. as opposed to n:ceipts and pa)'Dlents derived 
from direct forejgri investment. i.e., branch offices. 

s 1be European Community member states are: 
France. Germany, Italy. the Netherlands, Belgium, 
Luxembourg, the United Kingdom, Irdand. Denmark. 
Greece. Spain. and Portugal. · · 

6 U.S. Department of Commerce. "U.S. International 
~ and Purchases of Services." Survey of Current 
Bminus, September 1991. · 

7 Ibid. 
8 Ibid. 
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Figure 1 
U.S. legal services Industry domestic receipts, 1984-92 

Billion dollars 
120----------~--------------------------------------------------~ 

60 ---------

40 

20 

0 
1984 

1 Estimate. 
2Forecast. 

1985 1986 1987 1988 1989 1990 1991 1 

Source: Statistical Abstract of the United States, 1991 and 1990, and •Legal Services,• U.S. Industrial Outlook, 1992, pp. 
53-4, U.S. Dept. of Commerce, Bureau of the Census. 

Table 1 
United States. Legal Services, Unafflllated Receipts, 1987·911 

1987 1988 1989 1990 1991 

(Millions of dollars) 

Europe 
EC • . • • • • • . • • • • • • • • • • • • •• • • • 55 98 130 153 539 
Non-EC • • • • . . . . • . • • • • • •.• • • • . 6 14 18 19 87 

Total, Europe •.•.•••.. , . • • . 61 112 148 
Asia/Pacific 

172 626 

Japan ........•.. ~ . . • • • • . • • • . 21 53 72 
Hong Kong • . . • . . • • • • . • • • . . . . 3 6 8 
Other....................... 2 4 7 

112 302 
6 12 
6 40 

------------------------------------------------~ Total, Asia/Pacific . • . . • • . . . . 26 63 87 124 354 
North America 

Canada • • • . . • . . • . . . • • . • . . . • . 11 20 18 18 65 
Mexico...................... 2 1 3 4 12 

---------------------------------------------------Tot a I, North America • • • • • • • . 13 21 21 22 n 
South America & Other Western 

Hemisphere • • • • • • • • • • • • • • • • • 3 5 13 
Middle East.................... 1 19· 16 
Africa . . • . • . . • • • . • • . • • • • • • • • • • • (2) . 2 1 
Unallocated.................... 43 49 114 

10 34 
15 28 
3 2 

109 52 
------------------------------------------------~ Total ....•.•..•.•.••••.••..• 147 262 · 400 455 1,173 

1 These data are estimates calculated by the Bureau of Economic Analysis, U.S. Department of Commerce. 
2 Less than $500,000. 

Note.--Figures may not add to totals shown due to rounding. 

Source: ·u.s. International Sales and Purchases of Services,• Survey of Current Business, September 1991 and 
September t 992. 
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Figure 2 · . 
U.S. legal services Industry exports by coum,Y or region, 1991 

· European Community 46% 

I 

Other Eu10pe 7% 

Japan26% 

Other 14% 

Unallocated 4% Middle East 2% 

Note.-Figure does not add up to 1 OO"k due to rounding. 

Source: ·u.s. International Sales and Purchases of Services: Survey of Current Business, September 1991 and 
September 1992. 

Table 2 
Unhed States. Legal Services, Unafflllatecl Payments, 1987-19911 

1987 1988 1989 1990 1991 

(Millions of dollars) 

Europe 
EC ......................... 11 22 21 35 106 
Non-EC •............. : • ..•.. 0 0 1 3 18 

Total, Europe .............. 11 22 22 38 124 
Asia/Pacific 

Japan ......................... 2 (3~ 4 6 24 
Hong Kong .......... •.• ....... 1 4 2 3 
Other ...................•... 1 0 1 6 23 

Total, Asia/Pacific ........... 4 
North America 

(3) 9 14 50 

Canada ............•........ 1 f:~ 2 2 14 
Mexico ...................... 0 (2) (2) 6 

Total, North America ........ 1 (3) 2 2. 20 

South America & Other Western 
Hemisphere ...............•• 2 9 1 1 9 

Middle East ............•..•.••. <2> 1 1 1 2 
Africa .........•.........•...•. 0 0 -· (2) (2) 2 
Unallocated ...............••.•. 37 (3) 47 54 14 

Total .................•.•.• 55 98 82 110 221 
1 These data are estimates calculated by the Bureau of Economic Analysis, U.S. Department of Commerce. 
2 Less than $500,000. · 
3 Suppressed to avoid disclosure of data on individual companies. 

Note.-Figures may not add to totals shown due to rounding. 

Source: "U.S. International Sales and Purchases of Services: Survey of Current Business, September 1991 and 
September 1992. 
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significant inaease over 1987. when foreign sales 
amounted to 0.2 perc:eDl of total domestic revenues.9 

However, official ttade statistics understate the total 
volume of intematimal legal ~ ievenues 
because U.S. legal ~ tend to be sold more 
through foreign investment than diJect exports. 8 Jn 
addition.. many law films maimain COD.colidated 
financial statements. malcing it difficult to delelmiDe 
the amomtt of revenue ReDerBted by the. films• 
individual foreign offices. Ur· · · · . . _ 

.UNITED STATES INDUSTRY· 

Evolution from Profeaion to Industry 
Law is no. lOnger ·the sentlemanly; clubbY, 

profession it once wu. primarily because of ·the 
amounts of mone1 involved and die 1evel of 
competiticm. While 1t conrimies to be a profession . in 
the sense that national or sub-national Bar associations 
and courts set guidelines for admiqion and conducL 
bottom line consideratiaDs have become die most 

. important component of management decisions. 
especially at the large business law fums. As a partner 
in a major Wall Street firm stated. "It's a business and 
to survive you have to play it u a business."11 

The transfmmation from 1ega1 profession to legal 
business can be traced to the late 1970s and early 
1980s u the demand fer business-relaled legal services 
inaeased in scale and scope. In response to this 
growing demand, the laige law fums became even 
larger in order to b.andJe business coiporations • 
inaeasingly complex legal matters. 

As the industry grew. competiticm forced law firms 
to act more like businesses and to use ~ 
management ~. such u identifying profitable 
niche markets. packaging firms• services to appeal to 
target markets, and advertising these services to 
specific markets .. The lugest films claimed to be 
"full-service" law firms that could provide the range of 

· ali7.ed legal coUnsel ~ by major 
:rations and financial institutions. Increased 
competition for corpcnte clients fcrced law firms and 
lawyers to engage in more aggressive ·marketing 
strategies to capture die business needed to maimain 
high profit per partner ratios and to cover escalating 
overhead costs and salaries.12 

9 Foreign direct investment in legal seivices entails the 
establishment of overseas branc:h offices. while 
iruemational trade or direct export involves the temporll}' 
physical relocation of a U.S. lavryer to serve a client in 
the client's home country or the foreign client receiving 
legal counsel frcm a U.S. lawyer in the United States. 
Data on sales of affiliated U.S. legal services are 
unavailable because law firms are genaally oiganiu.d as 
pannerships and are thus not tequised to provide public 
infonnation on earnings and revenues. 

to Executive director of a maje>£ :Washington. D.C. law 
firm. telephone interview with usrrc staff. October 21. 
1991. . 

11 Quoted by Josephine Carr in .. Shakeout ·in the 80s," 
International Financial Law Review, June 1987. p. 5. 

12 .Steven Brill. 1be Law Business in the Year 2000," 
The American Lawyer, June 1989. p. 14. · 
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Regulations Governing the Practice o.f 
Law in the United Statesll 

U.S. Lawyers 
Jn the United States. the practice of law is 

State-regulated. and each State establishes the 
nquiremems for admission to the State Bar. In all 
States. awneys must become members of the State 
Bar in order to practice law on a amtim1ing basis. 14 

Gcnenlly. candidates seeking idmission to the Bar 
must~ cxmpleted a course of study at an American 
Bar Associatioa (ABA) acaedited law school and must 
have ~ a state bar examinaticm. State Bar 
muninatims vary in length and scope, but some 
States' examinations include a multi-state section. 
wbX:h enables attomeys to practice in other states with 
·zechx:ed additional examination requiremems. Other 
requjrements for admism011 to . the State Bar may 
iDclude lesideDcy conditions (although many of these 
have been struck down by the U.S. Supreme Comt) 
and moral and ethical character requirements. 

Foreign Lawyers 
Until the 1970s; State Bar rules held that foreign 

lawyers m the United States who gave legal advice cm 
a amtim1ing basis, including advice on the law of their 
own coumry, were consideied to be engaged in the 
unauthorized practice of law and were subject to 
sanctions. However. by the 1970s, many U.S. law 
firms bad already established substantial U.S. and 
intemational law~ in West European countries. 

Jn 1971. the Fnmch Government passed the 
Conseil Juridique or legal advisor law that contained a 
reciprocity provisim authorizing French authorities to 
remict the activities of fcreign lawyers. including U.S. 
lawyers. in France UD1e,,$ French lawyen were granted 
similar privileges in fi • Juri!iictions.15 Under 
preswre from the New Ymf1 City Bar Association and 
the majcr Wall Street law fums. the New Ymk State 
Court of Appeals adopted rules authorizing the 
lia:nsing of "a person admitted to practice in a foreign 
country as an attorney or coun.sellor .. .as a legal 
cxmsultant. without examination and without regard to 
citinmship ..... 16 Tbe New Ymk Fmeign Corisultant 
Rules of 1974 served u a model for .iurisdictions such 
as the District of Columbia. California. Texas. 
Michigan. Massachusetts, and Hawaii that 
implemented regulations allowing foreign attorneys to 
practice as legal consultants. 

13 U.S. lawyers' ~ of activity and the conditions 
of practice Vil}' widely m different OYaBeas markcls. 
Therefore. these iaues will be discussed in the next 
section. ~113 with features of the major foreign markets 
for U.S. legal services. . 

14 In some U.S. States and Anglo-Saxon common law 
countries. individuals may represent themselves before 
courts of law. and. in some cases. may represent others 
(without pay) after proper notification to their .. clients" 
that they are 1mlicensed 

15 Loi #71-1130 du 31 decembre 1971 pourtant 
reforme de c:ertaines professions judiciaires et juridiques. 
Joumal Oj/icw de 10 Republique Francaise. 

. 16 Roger J. Goebbel. "Professional Qualification and 
&tucational ~ For Law Practice in a Foreign 
Country: Bridging the Cultural Gap." Tulane Law Review, 
February 1989. p. 445.- . 



Foreign legal consultants in ttie United States may 
give advice · on their home country law and 
international law and may also offer advice on U.S. 
Swe and Federal law. provided they do so only after 
consultation with a qualified auomcy. and only if Ibis 
advice is relevant to a client's home country or 
international law-related case. Resident fcreign 
lawyers may use the tide of "foreign legal consultant" 

· or lhe authorized title of their home commy and their 
home country law fmn name. but may not claim to be 
qualified aaomeys of any U.S. jurisdiction unlcs they 
have . fulfilled. the ~ educational and 

· examination requirenieilts.17 · 

Foreign lawyers may also become full members of 
the Bar in New Ymk, California. Texas, the Disttict of 
Columbia. and several Otha' U.S. States. In 1973. the 
United States Supreme Court ruled lbat Swcs could 
not require citi7.cnship as a condilion far admission to 
the Bar. ls Several States introduced rules which 
provided for the admission graduateS of foreign law 
schools. In New York. for example. a law school 
gradutewitha~greefromacommonlawjurisdiction 
may sit for the New York State Bar examination 
wilhout further preparation. Graduares with ~grees 
from civil law or other legal systemS must complete 
twenty-four credit hours of legal uaining at an 
ABA-approved law school before becoming eligible to 
sit for lhe Bar examination. 'There are no official data 
available on the number of foreign lawyers who obtain 
U.S. qualification in Ibis manner. 

The establishment of foreign legal consultant rules 
serves the interests of U.S. law fD'DlS with international 
practices. The increased availability of foreign 
attorneys enables U.S. law finns to provide clients with 
immediate advice on foreign law. More importantly. 
foreign attorney licensing arrangements enable U.S. 
law firms to expand their international presence by 
demonsttating reciprocity.19 

Foreign lawyers have made use of the foreign legal 
consultant status to establish offices in the United 

· States or lO work for U;S. law firms.: Although official 
statistics on the number of foreign legal consultants in 
the United States are unavailable. industry observers 
estimated that by 1988, over one hundred ·foreign 
lawyers had registered as legal consultants in New 
York State.20 By 1986, over thirty foreign law finns 
had established foreign offices in New York City. most 
of which are large British law fums.21 

Foreign lawyers in the United Swes perform 
services similar to those of U.S lawyers abroad-lhe 
specuum of activities related to ttade/investment 

17 Kelly C. Crabb, .. Providing Legal Services in 
Foreign Countries: Making Room For die American 
Attorney;· Colwnbia Law Rev~. 1983. pp. 1784-1787. 

18 GocbbcL "Bridging the Cultural Gap." p. 474. 
19 "California Becomes the Latest to Consider 

'Foreign Legal Consul1ant. "' American J011Tnal of 
/numazional Law. No. 197, 1986, p. 199. 

:zo Stephen 1..abaum. "Foreign Lawyers Migrating to 
the U.S~ .. New York Tunes, March 6, 198. p. D-2. 

21 "The Pitfalls of Openjng a New York Office. .. 
/nzanalional Finllncial Law Rev~. Scpember 1986, 
p. 9. 

facilitation and to private legal matters for individuals. 
such as saxes. real estate. and family law. Most foreign 
law finns esliblished branch offices in New York 
during lhe early and mid-1980s as the volume of 
Europt.an foreign. invesunent in the United States 
began lD grow. 

In September 1991. cmain U.S. regulalory 
agencies-the Faleml Trade Commission. the 
Depanment of Ju.slice. the Securities and Exchange 

. Commission, and · the Commodity Futures Trading 
Commission-adopted rules allowing EC auomeys to 
appear before them as foreign legal consultants on 
behalf of their clients. 22 This measure. designed to 
faciliWe greaier cooperalion between U.S. and EC· 
regulatory agencies. also demonstrates reciprocity on 
~e part of the United States. U.S. attorneys admitted to 
pmaice in an EC member state have long been able to 
1ep1esent clients before the European Commission. the 
EC coon of rlfSl Instance, and the European Court of 
Justice. and these new measures should help to 
preserve that privilege. 

Characteristics of U.S. Industry Structure 
Private partnerships and sole-proprietor law offices 

are the principal forms of structural organization in lhe 
U.S. legal services industry. comprising about 
two-thirds of an practicing auomeys. Roughly 
one-third of all lawyers practice law outside the legal · 
services industry-in · coip01'8tions. banks, uade 
usociatlons. government agencies. and legal aid 
societies.23 Most lawyers are in general practice. but 
increasingly, many speciali7.e in fields such as 
environmenlal. Wt, civil rightS. and intellectual 
propeny law. 

The legal services industry is not monolithic. 
Indeed. increasing fragmentation appears to be an 
emerging ttend. Analysts identify five basic types of 
law fmns: (1) the elite. "brand-name" business law 
fmn that does "cutting-edge." premium-billing work 
for major domestic and intema&ional corporations and 
financial instiwtions: (2) lhe relatively small 
"boutique." no-leverage24 rum that charges premium 
raies for its specialty services: (3) the regional 
powerhouse rum that provides routine legal services to 
large local corporations and smaller corporations thal 
lack sufficient in-house counsel: (4) the national 
specialty flTID that concentrates on a particular indUStty 
and serves national or international clients: and (5) the 
low-cost providers of routine legal services. generally 
handling matters such as family law. criminal, and 
personal injury cases.lS . . 

22 ""FTC Extends Welcome to Foreign Practitioners," 
Legal Tunes. September 30, 1991, p. 6. 

23 Barbara Curran. S"Pplemenl to the Lawyer 
Stali.stical Report: A Stali.Jlical Profil.e of the U.S. Legal 
Pro1usion in the 1980s. American Bar Foundation. 1986. 

24 In no-leverage fums, the putners bring in the 
business and do the work. Therefore, such firms do not 
have to bite luge staffs of assoc:ialeS to assist the 
~en, as is the case with their bigger comuapans. 

2S Srevcn Brill, "'Short-Tenn Pain, Long-Tenn Gain," 
Tlte American Lawyer. January/February 1991, p. S7. 
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In 1990. there were approximately 141.000 legal 
senrice establishments in the United States. the 
majority of which c;ontained four or fewer employees 
(Figure 3). Only 1 percent cl all Jepl savices 
estab1ishments are so-called business law mega-firms 
(lmge. intematiaoal firms specializing in c:orporale and 
financial wade). but these firms employed over 11 
percent of all attomeys in 1985.26 During the 1980s. 
this type of firm grew in tams m both size and 
number. In 1988. 35.000 lawyers pra::ticed in the 115 
firms of more than 200 lawyers as compared to 3500 
lawyers at the 15 such firms that existed .in 197.8.17 

The ~ mega-firm sector is the most 
CODCeDtrated subsectcr of the U.S. 1egal services 
industry. 1be law firms included in ID ammal listing of . 
the top 100 firms produced nearly 21 ~ of.totaJ _ 
legal services industry revenues in 1990.28 In addition. 
these firms occupy the top spot in the legal profe.uion 
hierarchy in tenns of' total revenue. profit per p~. 
number of attomeys and partners per firm. average 
attomey salary. and average billing rate (table 4). The 
foreign branch offices of the lmgest law firms also 
account for the majority of U.S. intematiaDal ~ of 
legal services. 

The em~ and growth cl the mega-firm can 
· be auributed to the increase in the volume and scope of 

corporate demand fer legal selVices during the 1980s. 
Corpcrations typically ~ huge teams of laW}'elS . 

26 Curran, Supplement to Lawyer Statistical Report. 
27 Steven Brill, .. The Law Busincs in the Year 2000," 

The American Lawyer, June 1989, p. 10. 
28 "The Ami.aw 100," The American Lawyer, 

July/August 1991. 

Flgure3 

to baDd1e 1egal mauas. and the big firms can amass the 
required volume of specia1im:I 1egal talent for many 
such cases. Some smaller firms metpd in order to 
reach the aitical mass cl specialist lawyers necessary 
to compete wilh the .lalger firms in the elite business 
law sector. All types of law firms. particularly tbe 
mega-firms. also expanded through tbe process cl 
int.anal growth. 29 

In the future. certain trends may limit further 
growth in the mega-firm sector. Many large 
corporatiaDs have expanded their. in-house legaJ . 
departme.DIS as an ahemative to subcc:ntracting the 
company's sophisticated legal wen to expensive. elite . 
firms. Growing numbers of associates and parmers are . 
reponedly leaving prestigious law firms to work as 
in-house counsel in corporatiaas and financial 
institutions, citing as reasons the appeal of new. 
challenging wen and the~ to escape fnm private 
practice aggravations such as ~ quotas for billable 
hours and the partnership track. 

29 This type of expansion is the result of the "growth 
inertia" imperalive whereby firms generally offer 
in~ usoci•trs the prospect of partnership in order 
to attract and retain this new talent For every new partner 
aeated. the firm must hire two or three new associates in 
order to do the work that this partner brings in. 

30 "Corporate Counsel: Lawym Move In-House," 
The Complete Lawyer, ~lume 7. No. 3, May 1989. Data 
on in-house legal counsel are incomplete at best because 
in U.S. statistics, in-house c:oumel are counted as 
corporate employees rather than lawyers. Furthennore, 
American Bar Association (ABA) statistics do not classify 
lawyers by type of practice. 

U.S. legal serv1ces·1ndustry, Industry concentration by law firm size*, 1990 

I 
5-917% 

Nurrber of Establishments: 141,374 

• Nurri>er of &f1l>loyees. 

Note.-Figure does not m:id up to 100% due to rounding. 

Source: Dunn's Census of American Business, 1991. 
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Table3 
The 20 Largest U.S. Law Finns, 19901 

(Ranked by gross revenue, millions of dollars) 

Firm Gross Revenue 

1. Skadden, Arps, Slate, Meagh• & Rom . . . • . • . . . . . . . . . . • . . . • . 503.0 
2 Baker & McKenzie • • • • • . . • . • . • . •.• . • . • . • • • • . • • . . • . . . . . . • . . . 404.0 

3. Jones. Day, Reavis & Pogue •••••••••••••.....•.••.••.... ·. . 390.0 
4. Shearman & Starling ..••••.••..••.. : . • • • • . • . . . . . • . . . . • • • • • 299.0 

5 .. Gib&on. Dunn & Crutcher •.. : ......•••..•••• ·• . . . • . . . . . . . . . . 290.0 
6. Vinson & Elkins •••••••••••• · ............................ : • 275.5 
7. Davis Polk& WBrdwal1 •..•••...••...•.••....••.••...•.••.. 250.0 

8. Sullivan & Cromwell •••.•••••.•.• : ... : •.. •. •,• .·.· ~ ·.~: •. ·-·...... 240.0 
9. Latham & watkins . • • • • • • • • • • • • • • . . . • • • • • . • • . • • • • • • • • • • • • . 234.0 

10. O'Metveny & Myss . . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . 230.0 
11. Sidley & Austin . . . . . . • • . . • . . . . . • . . . • . . . . . . . . . . . . . • • . . . . . . . 228.0 
12. Weil, Gotshal & Manges • • • • • • • • • • • . • • • • • • • . • . • • • • • • • • • • • . . 225.0 

13. Cleary, Gottlieb, Steen & HarrillDn • • • . . . . . • • • . . . • • • • • . • • . . . . 217.0 
14. Fried, Frank. Harri&, Shriv• & Jaccbson . . . . . . . ... . . .. . . . . . . . . . 213.0 

15. Morgan, Lewis & Bockius ...••••••• :....................... 212.0 
16. Cravath, Swaine & Moore . • . • • • • . . . . • . . . . . . . . . . . . . . . . . . • . . 205.0. 

17. Fulbright & Jawonski • • • • • • • • . • . • • • • • . • • • • • . . . • • • • • • . . • • • • . 197.0 

18. Morrison & Foerster....................................... 196.0 
19. Si"1>SCX1, Thacher & Bartlett •. : •••...•••....••••...•..••.. : 195.0 
20. Paul, Weiss, Rifkind, Wharton & Garrison • . • . • . • • • • • . • • • • • . . • 193.0 

9661'225 
1,522/478 

1,5551410 

5411132 

~0/205 

493/200 

397198 
344198 

5361182 

4951163 
637/164 

5001124 

3791122 
3621107 

625ll32 
284166 

6151232 

5331194 
412/97 

392183 

Note. - The tcp 5 U.K. solicitor firms COl1lJ8l'8 favorably with the 20 largest U.S. law firms in terms of gross ravenues:3 

(Ranked by gross revenue, millions of dollars) 

Firm Gross Revenue 

, . Clifford Chance .....•.•.•.•.•••...•........ •.. . . • • . • • . • . • . 406.0 
2. Unldaters & Paines •••••••••• .- ••.. • . • • . . . . • . . • . . . . • . • • . . . . . .252.0 
3. Frashfields •.........•..•..•.••••..•..•..• ; . . . . . • . . • . . . . . 201.S 
4. Slaughter & May . . • . . . • . . . . • • • . . • . . . . . • . . . . . • • • • • • . • • • • . • 198.0 
5. Lovett White Durant....................................... 194.5 

Size2 

1,1221225 
6921136 
5561114 

542193 
599/124 

1 -rhe Aml.aw 100,• The American Lawyer. July/August 1991. Gross revenue and size data are based on 
estimated provided by law firms. . 

2 Lawyers/Partners.. 
3 Karen Dillion, •How London's Sotictors Stack Up: The Highest Grossing Finns,• The American Lawyer. April 

1992, p. 18. These figures reflect the fi&cal year ending April 1992. 

A recent Gallup survey cnmmissioned by a legal 
research firm revealed that corpcnlioDs iDaeasiDgly 
expect to rely on outside coumel cmly fer certain 
litigation Jll8t1ers (particularly muiuust) and plan to use 
a combinatim of more in-house and ouiside ronnse:I 
far non-litigation matlers such as magers and 
acquisitions, banking/finance, and labor-relaled 

issues. 31 Factors cmtributiDg to this trend include tbe 
cost cxmtainment imperative and the pen:eived benefit 
of having 8D in-house legal staff familiar with tbe 
firm's business operations. 

. . 31 "Gallup Survey: General Counsel,'' Lu Mundi 
World Repons, Supplement No. 1, 1991. 
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In additim. C0Jp0?8lims. like the major Wall Street 
banks. are moving away from exclusive relatimsbips 
with certain law firms. Instead. they use different law 
firms for diffe1a1t ~ of work and base their outside 
counsel lllriDg decisions m the quality of individual 
lawyers rather than the reputation of the fum or the 
company's traditional ties to a particular law firm.32 

Technology and Complementary 
. Busim~ Services· 

Advances in computer technology and the 
develOpme.nt of on-line information services have bad 
a time-saving effect on the legal services induslry. 
Databases of prior case precedents and statutes enable 
lawyers to complete research mme quickly; document 
assembly software programs enable lawyers to create 
instant drafts of complex legal texts. Faoomile copiers 
and video-conferencing have improved coardinatioD 
and information exchange among firms' national and 
inlemational branch offices• and with the home office. 

Information technology and the inaeasiDg use of 
non-attorney legal service professionals, such as 
paralegals. have had a greater impact on efficiency 
than on overllead costs. Paralegals, with the assistance 
of on-line data bases and computers. perform some of 
the research and administrative aspects of legal wen in 
many fums.33 1be attameys. fiee to work on the mme 
complex aspects of cases. can thus use their skills in a 
m<re efficient mmmer. The .use of paralegals can 
indirectly increase profits. however. in the sense that 
cases can be completed more quickly. enabling the fum 
to serve m<re clients. 

Business services used by law firms include legal 
search services or "headhunters," which smne firms 
use to entice specialist lawyers and "ninmaking" 
(business-generating) partners from other firms in 
order to develop new practice meas. Lawyezs, sensing 
impending restructuring at their own firms. have 
sometimes sought the services of legal search firms to 
actively seek out oppai'tunities at other law firms.34 
There are also management c:msulting firms that 
spedalize in providing ~ analysis and advice to 
law firms. During the expansionary 1980s, law firms 
typically engaged coasultanSs for advice OD interstate 
and imemational mergers and associations with other 
law firms; in the 1990s, legal industry consultants will 
likely provide services ielated to law firm restructuring 
and revision of billiDg methods.3s -· 

32 Consultant at a legal industry management 
consulting firm, telephone interview with usrrc staff, 
October 1. 1991. 

33. Grace Kin~. "Paralegal Firms Gain Foothold 
Despite Attacks.' Wall Strut Journal, July 5, 1992, 
p. B-1. 

34 Brill, "Short-Term Pain, Lan&·Term Gain.'' p. 56. 
35 Consultant at a legal industry management 

consulting firm, telephone interview with USITC staff, 
October 1, 1991. . 
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THE MARKET FOR LEGAL 
SERVICES IN THE UNITED 

STATES 

The total U.S. market for legal services has grown 
since the 1970s. due to changr:s in the legal system and 
in the inlemational business and financial environment 
Of tbe two broad markets fer legal services­
individpals and ccrporatims--demand has grown more 
rapidly in tbe laae.r. especiilly among large 
c:orporations and financial instinnims. . 

During the 1980s. tbe big law firms amimed. that 
demand for their services would continue to grow, 
apparently confident in the belief tbat the frenzy of 
corporate deal-making. such as meigers and 
acquisitions (M&A) and leveraged buy-outs (LBOs). 
requiring extensive legal coumel at premium billing 
rates. would cimtinue apace.36 Law firms could ~t 
their revenues by taking OD M&A and LBO work 
because of the structure of ccnporate deals in the 1980s 
and tbe development of innovative and complex 
financial insttuments, such as junk bonds, encouraged 
bigger deals and enabled the lawyen to follow 
invesaneat bankms in adjusting their fees upward. 

The big law firms also set up boutiques (areas of 
speciaUtt.d practice within the firm such as intellectual 
property or mergers and acquisitions) and engaged in 
.. cross-selling" or marketing these new specialties to 
existing clients. The firms hired more laW)'el'S to 
handle the new specialties. Some firms ~ted 
mrezme per lawyer and profit per partner ntios by 
passing along tbe cost to tbe clients in the fcxm of 
higher hourly rates. Firms also accelerated 
international expansiOn. adding more attcneys to 
established offices in Western Europe and Asia and 
planned for expansion in 01ina and the Soviet Union. 

By the end of the decade, however, den>and and 
revenue growth slowed. Although gross revenues rose 
in . absolute terms. many firms. particularly those that 
grew most rapidly in the mid-198<B. began to retreDCh. 
given the slowdown in growth rate. From 1986-1988. 
the legal service industry's years of tbe highest revenue 
growth. revenues increased by more than 20 pen:ent 
mmually.37 In 1990. tbe annual revenue growth nte 
~ to 9.1 percent. and it fell to 4.3 pen:eDt in 
1991.38 . . 

Because of slower growth. the big law firms are 
revasing tbe expansimary tide of the 1980s and, in 

36 Corporate ~c:turing requires the use of lawyers 
at two levels. 1he necessity to comply with Federal and 
State regulations means that lawyers play an essential role 
in the businea drQsions leading to the merger, acquisition 
or buy-ouL Second. theie is the perceived need to involve 
each party's lawyers in the final stages of the~ 
deal to insure that each side gets what it wants out of the 

~ '"The AmLaw 100," The American Lawyer, 
July/~ =c!;.r· 8. . ~"Prof . Service.s." U.S. Industrial Outlook 
1992. p. 54-3. 



some instances. have laid off partners. as well as the 
onc:e highly-valued YOUDI associates, citing the decline 
in premium•b~. labor-intensive M&A wmk as the 
principal reason. 3 Furthermore. demand for specific 
types of legal services respmds to maaaecanmic 
fluctnatim>s. Fer example. during recessiQM. corporate 
customers' demand for advice OD bankruptcy. tax. 
litigation and corporate downsizing tends to rise, while 
demand for advice on M&As and LBOs may fall. 40 
However. firms' efforts to maintain profit per partner 
ratim may be an equally salient considenuion in the 
downsizing process. ~ die 1980s. ammal growth 

.rates of 15 to 20 perce:nt allowed finns to hire maie 
associates and create new partners without reducing 
cwrent partners' share d tbe profits. By 1990. the 
major law firms witnessed decreases in average profit 
per partner. with a few of the top ten grossing firms · 
reporting figures more than 10 pen:eni lower than 
those of 1989.41 Comequeatly. many major law firms.· 
have initiated cost c.onraimnent measures. primarily 
through staff reductions. 

Current pessimistic predictions about the futme of 
the legal services industry may be overstated. Demand 
for legal services is expected to increase. albeit at a 
relatively slow rate. U.S. lawyers and law finns see 
new opportunities in intemational finance and 
international trade, given tbe development «. capital 
markets and acc:elerated foreign diiect investment in 
Latin America and Eastem Emope.42 In addition. 
demand for legal seIVices Jelated to iegu1atary 
compliance· is likely to increase at the state. national. 
and international level in areas such as environmmtal 
and trade law. 

Yet. these analysts dmbt that increased 
participation in the market for "Iecessimwy legal 
services" and · in the new growth areas such as 
environmental and intellectual property law will 
compmsate for law finns' dimjnisJ>e4 revenues from 
corporate rest:ructuring.43 For example. in corporate 
bankruptcy procee4inp, judges sometimes scrutinize 
.the petitioner's legal bills.· the result often being lower 
billable hours.44 Thus. baDkruptcy cases do not tend to 
generate high revenues for law firms. 

Industry cmsultants describe the current legal 
services market as "mature." characterized by a 
growing number of lawyers. increased competition for 
available business, and a greater degree of client 
sophistication. As a result. all sectors of. the industry 
now must aggressively market themselves in what 
appears to be a buyers• market for legal services in the 
United States. 

39 David Margolick. "Pink Slips for Law Firm 
Partners as Tradition Bows to Tough Tunes," New York 
Times. December 2.4. 1990, p. 1. 

40 Brill, "Short-Tenn Pam. Long-Term Gain," p. 6. 
41 Ibid 
42 Attorney at a major New York law firm, telephone 

interview with USITC staff, November 20, 1991. 
43 Attorney at a major New York law firm, telephone 

interview with USITC staff, November 14, 1991. 
44 Ellen Joan Pollack." Trying Case: B~ Law Firms 

Learns That They, Too Are A C)dical Busmess. "·Wall 
Street Journal, August 15, 1991, p. 1. · 

INTERNATIONAL 
TRADE/INVESTMENT IN 

LEGAL SERVICES 

Factors Contributing to Increased 
Intemationalimtion 

Tbe trend toward the inlematioaalization d legal 
mvices has iesulted from increased international 
eoonomic interdependence. The development of 
multinatior>al b1siness and finance has created demand 
fer legal c:om>sel m matters that· transceDd any one 
nation's jurisdiction. such as intematimal capital 
nwkets and intematima) CClll1IDel'cial disputes. 
Tnmsaational lawyers and law firms provide legal 
services to two broad categories of clientele: (l) 
domestic ccxpmations and financial institutions with 
multinational operations. and (2) foreign clients with 
business interests in the firm's home COUDtry. 

FinanciiJ institutim>s business corporations and · 
Sometimes private individuals with e~e 
tnmsnationaJ interests commmly engage lawyers from 
their own coumry to negotiate cauracts and provide 
advice on pntential liabilities under home country law. 
Sudl compames and individuals also require counsel 
m matters Jelated to the national law d the country 
whae transEtions will take place. In this instance. 
lawyers from the client's home COUDtty will provide 
this information themselves, if authorized to do so 
UDder natimal ~. or establish relationships 
with fmeign law firms.4s 

As inlemational t"«Dmen:ial, financial and trade 
issues become more complex. UBDsDatimal lawyers 
also act in a broader capacity as transaction facilitators. 
They advise clients and serve as "trouble-shooters,. in 
areas d business and finance that tr'IDscend tbe 
parameters of the client's home coumry law, such as 
antitrust and anrictumping legislation. regulatims 
goveming securities and banking. joint ventures. and 
inteUectual property rights. lntemational lawyers also 
represent fcxeign clients. offering general legal advice 
Oil business operatiODS in the lawyers' home countties. . 

Industry observers believe that the opportunities 
fer international legal practice will iDaease as loog as · 
trade and investment liberalization CCJDtinues.46 A few 
U.S. law firms had branch offices in Europe before 
Werld WR IL but the greatest influx. however, took 
place after World WR n. as U.S. law films established 
branch offices in the world's imp<rtSDt business and 
financial centers Landor> and Paris in the 1960s and 

-· 1970s: Hong Kang and Singapcre in the early and 
mid-1980s and Brussels and Tokyo in the late 1980s. 
Law finns anticipate growth in new international 
markets. such as Latin America and E.astem Europe. In 
these regions. U.S. lawyers will likely advise investcrs 
and. foreign govemments and facilitate business 

45 Attorney at Washington, D.C., law firm, telephone 
interview with usrrc staff. October 1. 1991, 
. 46 Tunothy Harper, "Going Global: Big Law Firms 
Expand Oveneas," ABA Journal, September 1989. 
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uansactions, such as joint ven~ and 
privatizations. 47 

Although intemational law rums have expanded in 
number, iniemational. like domestic, legal practice is 
subject 10 emmal conditions, such as die general 
economic and invesunent climate in foreign countries. 
Furthermore, licensing iequirements and foreign 
investment regulations have traditionally restricted the 
scope or interDational ttade in legal savices. (See the 
.. Nonwiff Barriers~ sec1ion for a full discmsion of Ibis 
topic.) , 

U.S. Law Firms and Transnational 
Legal Practice 

The iOp iJ.s. busin~ law firms dominate &hC­
world market for D'8J1Sn8tional legal services. Althou~ 
Japanese and European industrial fmns and financial 
institutions are equally, if not mote, active lhan their 
U.S. counterparts, the United States continues 10 8lU8Ct 
considerable foreign invesunenL Furthermore. in the 
international arena, U.S. law firms benefit from having 
greater experience in the global market for legal . 
services. The large U.S. law firms traditionally enjoyed 
a competitive advantage over other U.S. and foreign 
firms because of their long-standing relationships with 
the major New York invesunent banks. These banks 
produced a regular and guaranteed now of work for the 
firms, enabling the fmns 10 acquire in-depth expenise 
in all areas. The banks also referred corporate clients 10 
.. their" law firm. This "captive" client base enabled 
these firms 10 expand in10 transnational practice as the 
banks and their corporate clients internauonali7.ed their 
operations.48 

Most law firms do not operate foreign branches as 
separate.profit centerS because it is usually diff1tult 10 
determine the income 1lllributable 10 each oftke. 1be 
foreign offices of U.S. la~ firms recruit clients locally 
and receive referrals from local lawyers; they often 
relay this business 10 the home office in the United 
Swes ·which records the revenues on the firm's 
consolidated fmancial sta1emenL In ·u.s. law firms' 
foreign offices, lawyers from the firms' ·other foreign 
offices or from the home office often work 10gether on 
cases as teams. This practice makes it impossible· 10 
calculate the revenues generated by the fmns' various 
foreign offices. Accordingly, many fmns maintain 
comprehensive financial statements in order 10 avoid 
competjtion and partnership baUles among the branch 
offices.49 

Industry observers believe that U.S. fums' 
prominence in the global legal services market also 
resulted from the prevalence of Anglo-Saxon common 
law as the basis for international financial tnmsactions 
and because of "the sophisticated business sense and 
functional adaptabilitv of the pragmatically uained 
American lawycr . ..SO However, foreign lawyers 

41 Anomey at an major law firm in Wuhin&um. D.C .. 
telCP-hone interview wilh usrrc staff, October 7, 1991. 

u Ibid. 
49 Ibid. '° GoebbeL "'Bridging the Culmral Gap, .. p. 44S. 
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increasingly display these characteristics and are 
acquiring expcnisc in intemalional business law as 
firms in their domestic industries become more active 
internationally. In addition, U.S. law fmns face 
increasing competition from the prominent British 
solici!OI' firms and from finns in other counaies that 
have expanded their international law capabilities and 
have acquired business law expertise by hiring U.S. 
and local. U.S.·crained lawyers. 
~ law firms operate international practices 

without the benefit of foreign o(fices. Because of the 
expenses and staffing poblems associated with foreign 
oftlces, some law firms participate in informal law furn 
netwmks or alliances in order obtain access 10 client 
referral sysiems. Nevertheless. considerations such as 

· proximity 10 cunent and potential clients and the 
· prestige auached 10 foreign offices in general, have 
engendered a dynamic of overseas expansion among 
large, and. increasingly, medium-sized busineu­
oriented law fums.51 . 

NONTARIFF BARRIERS AND 
OTHER IMPEDIMENTS 

Overview 
In all counuies, "the law" is a licensed, regulated 

professioo, and nations (or sub-national regulatory 
jurisdictions) have an interest in maintaining sttict 
control over who may provide legal services on a 
continuing basis within their territories. National and 
local governments have an obligation ·10 preserve the 
integrity of their laws and insure that the activities of 
lawyers and the couns benefit the public. Problems 
arise when lawyers seek 10 practice outside their home 
jurisdictions, because each jurisdiction has different 
legal codes. legal systems. and traditions. 

Lawyers qualified in one jurisdiction are generally 
unable 10 competently serve clients in other 
jurisdictions on maaers related 10 local jurisprudence. 
Thus, they can justifiably be baned from practicing 
local law. In mauers of ttansnational or international. 
law, however, U.S. lawyers tend 10 view regulations 
that prohibit or restrict the practice of foreign attorneys 
as nontariff trade impediments.Sl 

Types of Nontariff Barriers 
The barriers 10 ttade in legal services fall in10 one 

of three broad categories. Some impediments are the 
result of (1) divergent national definitions of "lawyer" 
and "practice of law" that prohibit foreign attorneys 

· from practicing law. In countries where foreign 
-· attorneys are allowed 10 practice, impediments often 

take the form of (2) restrictions on the scope of 
practice, and (3) iniemal resuaints on cooperation 
among different categories of lawyers. 

St Resident panner of Ille Paris office of • major New 
YOik law finn. ~ imcrview with Usrrc staff. 
November 20, 1991. 

52 President of m intemational lawyers' professional 
mociaacm. telephone interview with usrrc Slaff, 
September 20, i991. 



In tbe United Sti1tm. tbe term "lawyer" 
encompasses tbe entire specaum of legal practice. In 
other countries. the "practice of law" is usually more 
nauowly defined and tbe local legal estabHsJunau, 
often fragmented iDlo various sub-professions. bas a 
mmopoly. on the provision of a spo:iali~. ~.of 
legal service. As a remit. the regulatory JUDsdu:boo 
CID bar foreigaels frcm using the tide of "lawyer" and 

· may block their acfmissioo to the local Bar. 
Tbe precise definition of "lawyers" and their scope 

of compete.nee often works to the benefit of legal 
titicmers from countries where "tbe ~. of r:;. is more broadly cfefinrA. In mosi fcreign 

cmmtries, the advocate laW)W or "officer of tbe court" 
is the most important and most b.igbly regulated 
category of legal practitioner. There me also 
-:•Hzed categories of lawyers·· that -prepme 

ocume.nl$ and handle iea1 estate traDsactioDs. Many of 
the activ~ of the U.S. ~ lawyer do not fall 
within foreign laW)'elS. specific iealms of compete.nee. 
Business-related legal services often fall into the 
residual and vaguely-defined category of "lepl 
adviser.'' the status granted to U.S. 8Dd other fcreJgD 
attorneys in many countries. 

F . . . law under this title me 
usua11c;e~A advice Oil the law of tbeir 
own country or intematioDal law. Industry observers 
believe that the various citimnsbip and educarimal 
requirements that restrict U.S. lawyers' aa:ess to the 
courts and to the Bar do not cmstitute major ttade 
impectiments because U.S. law)'aS generally have 
limited interest in or occasim to practice local law. 
When the need arises. U.S. lawyers typically hire local 
lawyers or maintain referral networki with local law 
firms. 53 Therefore. this ~ of nontariff impf,;ctiment 
does not seriously restnct mmket access. More 
important barriers include national customs and 
traditions related to the practice d law. such as 
regulaticms governing · partnership formation and 
collaboration with members of tbe .legal « other 
professions. which can limit U.S. lawyers' scope of 
activity in foreign jurisdictions. · 

. . 

FOREIGN INDUSTRY PROFILES 

The European Community 
The structure of the legal services industry in most 

EC countries differs greatly from that in the United 
States. In the United States. sub-nariooal jmisdictions 
and the State Bars regulate the legal profession. while 
in most EC countries. the legal pofes.\i.m is regulated 
by the c:enttal govemment. lbelefore. for the pmposes 
of the educatimal qnalffications and scope of 
competenee. there is one regulatuy jurisdiction per 
country and ODe set of practice and procedural rules. In 
addition. law fums in the EC member states. with the 
exceptim of those in the United Kingdom. have tended 
to be smaller. newer and mme mnowly focused on 
litigation matters than their U.S. coumerpans.54 As a 

S3 Ibid. 
54 .. E.uroJ>e's Law Firms: The Next 10 Years ... 

lnremational Financial Law Review, September 1984. 

result. EC law firms tend to have less expertise in 
business-related .legal matters and lack the volume of. 
perSmmel necessary to perfmn this type of work m a 
1mJe sea.le. 

In 1990. tbele were mme than 340.000 registaed 
lawyers in the EurqJean Community •. and tbe tOtal 
revenue of the legal ~an amounted to ECU 20 
billim (about S25 billicm).ss Thus. the revenues of 1be 
U.S. legal profes.cioo exceed those of the EC by nearly 
300 pm:eDt. despite tbe fact that the EC would appear 
to be the larger market for leg81 services. with a total 
population. of about 342 million. . . 

Cmlpmed to the.United Staies. most EC COUD1ries 
have limited markets far personal and product liability 
and civil riglus prorection ~ due to different 
national legal systems and a:aditims. Fer example. in 
the Netherlands. there me pre-determined amounts of 
allowable monetary compensatim for personal liability 
cases. In addition. trial by a jury of judges rather than 
trial by peers seems to limit the number of such cases 
that reaCh the courts. 56 

In the United States. the tams "laW)'el"" and 
"practice of law" me broadly defined and include a 
wide range of .legal seivices. 1n·tbe EC member states. 
m the other band. tbe practice of law is more narrowly 
defined, and .legal work is divided between advocates 
and notaiies. the two basic types of legal practitioner. 
Tbe advocate. who represents clients in court cases. 
iemaim tbe most IDlpartaDt category of legal 
practitioner. Notaries, also a regulated profession. 
provide services !elated to property transfers and estate 
achnjnisttation. In most EC countries there is the third, 
more general type of legal adviser. who offers 
business-related .legal services. In most EC member 
states. this category bas either been a residual. 
unregulated category or an establisbed. less prestigious 
subsector of the legal professim. 57 

As a remit. U.S. law firms (and British solicitor 
firms). with tbeir more extensive experience in 1be 
legal aspects of business transactions. have been 
competitive in Ccintinental countries. providing legal 
services that local lawyers could ilot or were not 
williDg to offer. U.S. and Briiish firms t;raditicma])y 
have had an advantage over their OmtinentaJ 
counterparts due to . precedent-hued. case-by-case 
approach of oornmon law as opposed to the code-based 
civil law system prevalent in most DOD-F'.ng]ish 
speaking countries. Tbe commm law system facilitiltm 
business transactions because it is considered to be 
more amenable to flexible. application and 
intapretatian. .SS . 

However. EC lawyers and law firms have begun to 
adopt some of their U.S. counterparts' s~ and 

· _practic::es in order to inaease their competitiveness. 
They are moving away from the single practitioner 

ss "Legal Savica.'' Panorama of EC Industry. 
1991-1992, p. 27-11. 

56 Dutch lawyer at the European Commiaion, 
conversation with USITC staff. September 17. 1991. 

57 "Legal Seivices," Panorama of EC Industry, 
1991-1992, W· 27-14 to 27·17. 

. 58 "BuroDe's Law Finns: The Next 10 Years." 
International Financial Law Review, September 1984, 
p. s. 
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organizational structure in favcr of pannerships or 
incorporated entities. Recent years have witnessed a 
trend toward law firm expansian. in terms of m.e and 
specia1ization through mergers. e.nabling these new. 
lmger firms to offer business·xelated legal services 
similar to those provided by U.S. law fums. For 
example. during the early and mid-1980s. ~of tbe 
three lmgest law firms in the Netherlands grew tbm1gb 
merge.is with smaller firms in a deliberate effort to 
acquire the ~I ~ the specialized ~ 
necessary for a more . intemational orientatiOn 59 

· Similarly, the two leading British Jaw firms merged in 
1987 to ae8te a firm with a full range of specialty. 
prac~. These firms' combined netwcrk of fcreip 
offices provides the new. merged finn with global 
coverage. as well as a U.S.-styJe mega-fum paraiersbip 
of over 1,000 lawyers.60 ·· · · · 

On tbe European Qmfrnent. the traditionally 
narrow definition Of tbe lawyer's Iea1m of activity is 
slowly evolving toward the broad American definition 
of the lawyer who ac1s as both advocale and 
transaction facilitator. European innovations in this 
area include ammgeme.nts under Gelman. Duu:h.. 
Spanish. and British law that allow the formation of 
multi-disciplinary practices between laW)'Cl'S and other 
professionals-accountants, notaries, patent ageDIS. 
and management consultants-in order to provide 
corporate clients with a broader range of business 
services. This new organizational structure could erode 
U.S. law firms' ;rtmve advBDtage in providing 
business-oriented services.61 

Fer the most part. natimal iegulation and custom 
contimie to prevail in tbe individual member states' 
legal professions. However. lbe EC Council's LesaI: 
Services Directive of 22 Mllldl 1977.62 designed to 
facilitate the free flow of services ~ borders. 
requires all member states to extend naticmal tleatment 
to all professionals covered by the EC Council's 
definitimi of "lawyer. "63 Further, the Directive cm 
Recognition of Diplamas·of 21 December 1988,64 as 
applied· to lawyers. requires the Bars and courts of the 
member states tO extend natimial treaanent to qualified 
lawyers of other EC member states. 

S9 "Leading Law Fums in the Nethulands." 
Jn1ernational Financial Law Review. March 1985. p. 7. 

(JO Josephine Carr. "Clifford Owu:e. the City cats 
which stole the cream," International Financial Law 
Review, March 1987, p. S. · 

61 Consultant at a legal industry management 
consulting firm. telephone interview with USITC staff, 
October 1, 1991. 

62 Council Directive R.elatiJ1$ to the Effective Exercise 
by Lawyers of Freedom to Provide Service,,, Official . 
Journal of the European Communilies, No. L 18. 
March 22, 1977. p. 17. 

63 This definition covers only the "advocate" or 
"officer of the court" class of lawyer. as well as U.K. and 
Irish solicitors. 

64 Council Directive on a General System for the 
Recognition of Higher-Education Diplomas Awarded on 
Completion of Professional Education and Training of at 
Least Thrte Yeats' Duration, OjficiDJ Journal of the 
European Comnwnitia, No. L 19, January 24, 1989. 
p. 16. 
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In order to further facilitate ttansnational legal 
practice. tbe Comx:il of the Bars and Law Societies of 
the European Cnmmunity (CCBE) prepared a draft 
directive ·proposal on the rights of establishment for 
EC-qualified lawyers. The proposal. based on tbe 
principle of equivalence of existing diplcmas. mam 
provisions for diffelences among tbe legal and judicial 
systmis of tbe various member states and enables EC 
member state lawyers to sit far additicma] QUalifyina 
examjnaticms and beame full members of the Bir m 
other EC member states.~ Tbe CCBE considers these 
measures to be tbe first steps toward the creation of a 
European Bar. The European Ommissicm,. however. . 

· has Dot yet submitted a propoul to the EC Council .. 
However. these directives make no specific 

provisions fer non-EC nationals with EC member state 
·law degrees. With regard to the c:mditions of practice 
and rights of estabHslnnent of EC-qualified 
nm-natimials. individual member state regulatimis 
prevail in the absence of Ommunity regulations. Thus. 
dually-qualified U.S. lawyers must meet each member 
state's education and training~ in order to 
pmctice law tbrougbout tile European Connmmity, 
while EC member state lawyers need only fulfill the 
practical requirements. 66 

The ~OD of the intern8l market program 
("EC 1992") lS creating new demand for legal seivices 
in the European Community cm the pan of European 
and Europe-based corporations. which now require 
leJal counsel to ensure that business decisions comply 
with an increasing body of EC regulations. particularly 
in the area of competition law. 

As a result of an October 1991 agreement signed 
by the EC and the European Free Trade Associaticm 
CEfTA>67 countries. the latter will eventually come 
under the EC competitimi law.68 Furtbermcre, it is 
likely that the East European COUDtrie$' legal systems 
will develop in harmony with EC law

69
given their 

long-Imm objective of EC membership. v• Growth in 
tbe EC market for legal services will likely take place 
in Onmunity and intematicmal law; as a result. EC 
member state law finns are expamting their 
intematiooal capabilities in order to rompete with U.S. 
firms in Europe. EC firms are also competing to 
provide legal services in other regions. particularly in 
Asia.70 

Japan 
The Japanese legal profession is highly fragmented 

and ti.gbtly regulated, and tbe practice of law is very 
narrowly defined There are fiw categories of lawyers. 

M Panorama of EC lndu.Jtry. 1991-1992, "Legal 
Services," p. 27-15. . 

66 &eeutive Committee of the Section of Commercial 
-· and Federal I .iriprion of the New York State Bar 

Associ•rio~. The Practice of Law in the EEC by New York 

Liti"n/~ ~ ~ Sweden. Norway. Fmland. 
Austria. Switterland. and Iceland. 

68 "BC and BfTA to Create 19-Nation Trade 1.one," 
Financial Times, October 23. 1991. and "Survey: The 
Legal Profession." The Economist, July 18. 1992. 

69 Attorney at a New York. law firm, telephone 
interview with umc staff. October 20, 1992. 

10 "Eurooe•s Law Firms: The Next Ten Years," 
International Financial Law Review, September 1984. 



the most impcxtant of which. the bengoshi, possess a 
monopoly on ~ clients before the coons. a 
privilege ~ously guarded by their powerful Bar 
association.71 Tbe bengoshi ue iegulated by the 
Japanese Supreme c.omt. while the other n-mgniwd 
legal professions. which offer savU:a related to the 
preparation of dncuments for the courts 8Dd . 
administrative agencies. · patems, tax. accounting 8Dd 
notarization. fall Wider the regulatory jurisdictim of 
gove:mment ministries or numicipll governments. As 
in many EC ~. the traditional definition of "the . 
prac~ of law" does_not·cover many of the services 
provided by U.S·. imematimal business lawyers. 

While about 30,000 Japanese students receive 
undergraduale law degrees ed year, cmly about 500 
students pass the rigCX'OUS examination n:quired for 
admissioo to the state-nm. tw<>-~ trainJng iDsfituie 
that graduates prospective lawyers.72 Thus. Compared 
to the United States. lawyers ue relatively scaR:e in · 
Japan. 

Japanese law films ue small; only a few employ 
men than 20 attorneys, 8Dd most have fewer than cen. 
However. large cmporaticms have their own in-house 
legal departments, staffed by those law school 
graduates who do not pass the law institute 
examination. These in-house legal staffers handle 
almost all domestic and inle.mational busineu-related 
legal matters that do not involve litigation 

Japanese law fums cope with the limited SDPJ>lY ¢ 
Japanese lawyers by relying heavil1 DD paralegals. 
Although Japanese films engage m a significant 
amount of international legal work. none have 
reportedly established overseas branch cifices. 73 
Explanations far this include ambiguity as to whether 
the Japanese Federation of Bar Aswcial:ions rules 
prohibit firms from maintaining mme than one office 
and the relatively small number of Japanese lawyers in 
Japan. 

MAJOR FOREIGN MARKETS 
FOR U.S. LEGAL SERV_ICES 

·London 
Because it is a majcr global financial center. neatly 

all the U.S. law firms with foreign ~ have 
established a base in London. Tbe influx of U.S. law 
firms began in the late 1960s and early 1970s with the 
growth of the F.uroc:mnme}' JDJriceL During this Wll\'e 

. · of U.S. entry. the major Wall Street films followed the 
investment banks as they inaemed their activity in the 
London financial markets. U.S. law films also use 
London as a base far providing legal services to clients 
in the Middle East. 

11 "Foreign Lawyers in Japan: A Growing U.S. 
Export." Japan Economic Institute (JEI) Repon, July 26. 
199~p. 3. 

Terence Mwphy. "Japan Slides ()pen the Legal 
Door." and James S. Altscbul, "Japan's Elite Law Fums." 
In1emational Financial Law Review. March 1987 and June 
1984 respectively. 

n Stephtzi Labaton. "Foreign Lawyers Mi8!ating to 
the U.S .• " New York Tunes, March 6, 1989, p. D-2. 

1be DIW wave began in the late 1970s and 
conrimied until the mid-1980s. At first. U.S. law firms 
sought to capture new business remlting from the 
United Kingdcm 's full-fJedged entry into the F.uropean 
('anrmmity. Later, tbe capital markets boom generated 
by then-Prime Minister Margaret Thatcher's 
daegulation of tbe financial services industry (tbe 
so-called Big Bang of 1986) increased the profile of 
U.S. banks and securities houses en the London 
financial scene. creating demand far a greater volume 
of legal Servica~ At this time. ether U.S. law firms 

, seeking to develop inlemational clienleJe established 
London offices as bases for providing services on tbe 
Omrinent 

Despite its importance as one of the world's 
financial capitals, the leading business law firms 

. maintain small Loadcm offices com.pared to their 
~ in Paris. Tbe Law Society of F:nJland and 
Wales (the equivalent of the American Bar 
Associaricm) enforces informal restrictions limiting tbe 
cmdirions of practice of foreign firms.74 U.S. lawyers 
·may not appear in court or prepare official documents. 
bot they· ue not otherwise prohibited from handling 
British legal affairs or providing opinions on Fnglish 
law. However. U.S. lawyers umd to limit tbemselves to 
advising cm U.S. and intematimal law so as to 
maintain good relations with English business law· 
oriented solicitor films. In addition. U.S. law firms 
want to ccmrime receiving referrals from British law 

. films en matters ccu:eming U.S. law. and also wish to 
avoid potential malpractic:e claims. 75 

Prior to tbe passage of the British Courts and Legal 
SeMces Act of 1990, Law Society regulatiC11S 
prevented U.S. law films from e~~: British 
Offices into full-service regional as some 
firms had .done in Paris and Brussels. The British 
Courts and Legal Services Act sanctions the formation 
of multinatimial practices, thereby enabling British 
solicitcn to fmm ~ with foreign lawyers 
after Jumar)' 1. 1992.76 TbiS refonn will enable U.S. 
law firms in London to exp8Dd the range of services 
offeied and to develop closer links with their British 
CXJUDtelp811S. perhaps~ U.S. firms to transform 
their "close associations" with British solicitor firms 
into full-fledged meigers. 

At present. however, administtative and financial 
obstacles impede tbe completion of several 
U.S.-British mergers. Under cummt British 
regulations. U.S. law firms with British partners must 
pay registration fees based en tbe Dumber of panners in 
the entire firm. not just the partners in tbe British 
office. Further. the Law Society iequiies c:enificaticm 

'" .. United States Lawyers in London," International 
Financial Law Review. AuguSt 1984. p. S 

75 .. The Transatlantic Merger: Is It ~_y Here?" 
In1emational Financial Law Review, June 1987, p. 8. 

76 The Act also permits the formation of 
multi-disciplinary practices. It is unlikely, however. that 
U.S. law firms will be able to take advantage of this 
reform since such practicm are generally frowned upon by 
the Staie Bars and the ABA in the United States. 
{C-ommt.nt by an attorney at a major New York law firm, 
telephone conversation with USITC staff, November 13. 
1991.) 
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that all of a firm's partners are members in good 
standing of their respective Swe Bars and that their 
State Bars have DO objection to mnlrinarionaJ 
pannersbips. Tbe Law Society expecu that the statute 
will be amended during the 1992 Parliamentary 
semon. enabling tbe Law Society to. develop more 
flexible administrative and financial procedures for 
foreign lawyers.77 . 

.· Tokyo 
Though Japan bas been a· major participant in 

ililematimial. business and uade since die 196<k. 
Japan's 1egal se1vices market· was.· umil recently. 
almost completely closed to U.S. lawyers. As a result 
of United States-Japan biWeral negmiarions begun in 
tbe mid-1980s. the sales of U.S. Jeg8l seivices in Japan 
increased dramatically,_ from $21 million in 1987, when 
Japan began to allow U.S. firms to open bnmch offices. 
to $302 millimi in 1991 (See table 1). Most U.S. law 
firms' Japanese business comes frcm:l advising 
Japanese b&nks and campanies on their activities in the 
United States and on their purchases in tbe U.S. 
securities market. In addition. U.S. law firms are 
following the investment banks as they increase their . 
presence in the Japanese financial services mmkel 78 

Japan bas traditionally restricted the ability of 
foreign lawyers to practice law. Under the l..aw}'e1'S 
Law of 1949. foreign laW)'el'S could be admitted as 
special members of the Japanese Bar and were allowed 
to offer advice mi the law of their home jurisdiction. In 
1955, three years after the ~iration of tbe occupation 

· statute, Japan revoked this provision. esemtiaUy 
baning all foreign auomeys, except those admitted 
before 1955. from practicing law in Japan. 

The small number of U.S. lawyers admitted bef<ire 
1955 practiced law in Japan under the umegulated 
category of ''fcrejgn ~ CODSUltant." Fcrcip lawyers 
could establish themselves as in-house counsel in 
foreign or Japanese corporations or as "trainees" in 
~~J68:J~w firms. These ammgeme.utc: did not cause 

· · .with the Japanese Federation of Bar 
Associations because such activities were ·not 
considered to be "the. prEtic:e of law" in Japan. 

Complicatimis arose in 1977 whe.n a major·u.s. 
law fum opened a Tokyo office. staffed by U.S. 
lawyers and Japanese bengoshi. The Japanese Bar 
Association re-interpreted the rules governing the 
activity of foreign attm'Deys and ccmcluded that 
foreigners could CCJDduct legal bminess only as ttainees 
under the supervision of a bengo1hi. 19 

issue with the Japanese Government, declaring the 
restrictions to be a significant nmuariff ·trade barrier. · 
Legal services then became part of the Japanese 
GovemmeDl's "Action Program." a market 
liberalization package fomndated in 1985. 

United States Government piessure OD Japan to 
liberalize its legal professimi rnJminated i:ii the passage 
of the S~ Measmes Law Conceming the Handling 
of Legal B\JSinea by Foreign Lawyers ("ForeigD 

_ Lawyers ·Law of 1987''). 1bis law permits foreign 
· 1awyen · from jurisdiciions that offer reciprocity to 

acquire the afficial siatus of gaikoku-ho jimu-bengoshi 
or, literally tm>slated "a [fOreign] lawYer who does 
office work:Jas opposed to. litigation] related to 
f~ law. This title ·can be granted only to 
individual attorneys. not to entire law firms. Though 
.fmeign ~wyers DUI)' display their firm name OD their 
Jeuedlead. the Fcrcip Lawyers Law effectively 
~ U.S. laW)'el'S' ability to promote business on 
the basis of their firms' reputation and prestige. 

Foreign lawyers must be ~ in their home 
jmisdictiOD and have five years• experience. However. 
time spent pracUciDg intemational law in overseas 
branch offices or as a uaiDee in a Japanese law fum 
may not be counted toward this requirement. s1 Foreign 
lawyers may give advice oaly on their home 
jurisdiction law and int.emational law and are not 
allowed to eater into partnerships or other fomial 
associations with Japanese lawyers. In other words, a. 
U.S. law firm may not hire Japanese lawyers to provide 
Japanese legal advice to businesses faced with 
problems of Dl8lket access and investment in Japan. 
Japanese firms. on the other band, may freely hire U.S. 
or other foreign lawyers to provide this type of 
all-aroond legal service. 

Paris 
One major U.S. law firm bas had a Paris office 

since 1879, and a few others established offices in the 
1920s and immediately after World War ll. However. 
the majority of the U.S .. law firms in Paris arrived 
during the early 1%0s. following industrial 
multinational clients in the wake of the expansion of 
the French economy and massive U.S. direct foreign 
investment in the nascent European Community. 

In the late 1970s. the American Bar Association 
began to lobby the United States Govermnem 
regarding U.S. law firms' restricted acxess to tbe 
Japanese legal services markel In 1982. the Office of -· 
the United States Trade Repn;seatative broa:hed the 

Since the late 1970s, U.S. law firms operating in 
France have been active in corporate reorganization. 
sovereign debt restructuring (COUDll'y representation). 
project finance work. and ~ commercial 
arbittatimi. The liberaliz.ation of France's domestic 
financial markets in the mid-1980s brought new wmk 
for U.S. lawyers through the iDcreasing involvement of 
fcrcip-owned banks in French capital markets. 

Appment weaknesses in the traditional French 
legal profe.uicm created ODDOrtUnities for U.S .• as well 
as British. law firms.u- DuriDg tbe 1960s and 

so Terence Murphy, "Japan Slides Open the Legal 
Door," International Financial Law Review, March 1987, 
pp. 9-12. 

77 Karen Dillon. "Making Transatlantic Work F.asier 
- Or Harder," The American Lawyer, January/February 
19927fl p. 20. 

Resident partner of the Tokyo office of a major 
New York law firm. facsimile correspondence with usrrc 
staff November 21. 1991. 

~ "Foreign l.aW)'elS in Japan." ln1emllli01llJ/ 
Financial Law Review, August 1984, p. 11. 
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11 Resident partner of the Tokyo office of a major 
New York law firm. facsimile comspondcnce with USITC 
staff..i..November 21. 1991. 

H Chris Blackhurst, "Lawyers Qumion Foreign 
.. Offices." International Financial Law Review, October 

1985, p. 11. 



1970s. French lawyers cwld not er woold not offer the 
specialized business advice that U.S. multinationals 
and French c:mporatians iequlled. France's relatively 
liberal rules regulating fon:.ign attorneys' practice 
allowed U.S. lawyers to practice U.S.. private 
international and even French cmunercial law' as 
conseils juridiques or legal advisers.83 Tbe French 
govemment implemented new iegulatioas penaiDiDg to 
the profession of conseil juridique iD 1971. fonnaJizing 
the requiremems for French and nm-Fiench laW}'elS 
using this title. Fer a-Frencli lawyers. their fmeign 
prafessimial . qualifications satisfie4 the diploma 

· IeqUirement. and the prospective nm-French. conseils 
juridiques had to have tluee )'ell'S' expenence as 
practicing lawyers. 

Most attomeys cummdy work for U.S. law firms 
that have conseil juridique status. Same U.S. law firms 
engage French lawyers to plead CID beba1f of clients iD 
French and EC courts84 and hire other EC-national 
lawyers iD order to broaden 1beir seep of compelellee. 
Other U.S. law firms limit their IClivities to the 
practice of U.S. and inlematioDal law. forming close 
relationships with French law firms. which handle 
matters related to French laws and regulations. 
Generally~ the French firms iec:iprocaJe by refmring 
their U.S. law-related matters to their conespondeDt 
U.S. law firm. Scme U.S. laW}'elS join French law 
firms, and they may bec-Ome full panaers. 

In 1990. the French Government pmed legislatiou 
that could reverse its previously liberal PQ!icies toward 
foreign lawyers and law firms. This laW85 IDelps the 
formerly distinct professi<IDS of ll\IOCat and conseil 
juridique, putting into effect a "long overdue 
modernization of the French legal profession. •'86 Tbe 
French Govemment cfttmM this necessary due to the 
inaeasiDg degree of overlapping compelellee and 
activity in the two profes.o;ious. Pra:titioners of this 
new profession will . be called avocats 
conseils-effectively U.S.·type lawyers with a 
near-monopoly on the provisim of lqJal services. This 
reform. became law iD early 1~1~ · . 

Fc:reign lawyers established iD France under the 
1971 Conseil Juridique law have been 
"grandfathered." Other nm-EC-qualified lawyers must 
fulfill the old conseil juridique requilements and must 
also pass an as-)'et·umpecified aptitude test. which. 

83 The competence to advise on French commercial 
law applied to foreign lawyers resident in France before 
the 1971 Conseil Juridique Law and wm extended to 
attorneys from jurisdictions that granted reciprocal 
privileges to French lawyers. 

84 French lawyers must ~ from the French Bar if 
employed by non-avocats. They may c:oatinue to plead in 
French courts. but must do so under their own name. not 
that of the U.S. law firm that employs them. 

as Loi #90-1259 du 31 dec:embre 1990. modification 
de la Loi #71-1130 du 31 decembre 1971 pourtant 
reformc de c:ertaines professions judiciaires ct juridiques, 
Journal OJficiel de la Republique Fl'tlllalise. 5 janviCr 
1991. 

86 Olief legal officer at the Embassy of France. 
Washington. D.C .• telephone interview With usrrc staff, 
October 15, 1991. . 

French Embassy officials assert. will not be the full 
French Bar examinariou EC-qualified lawyers, CID tbe · 
other hand need <Illy satisfy the requirement of three 
years• legal practice. Thus. the 1988 Council I>Uective 
CJD the RecogniliCID of Diplomas apparently does not 
apply to llCll·EC nationals because "EC rules address 
tbe right of establishment and right to practice of EC 
nariouals <Illy •.. each member Stale maintains its own 
governing rules ~ non-nationals' practice and 
establi5"-'""" ~."87 -

French Embassy officials stated that the new law· 
was merely an· .intemal iefCl'lll measure with no 
intended extemal effects.88 It is likely that tbe French 
legal profession Will bendit from modernization: 
however. the internal reforms that aeated the avocat 

. conseil category may have adverse effects m U.S. 
lawyers in France because tbe new law does not make 
provision fer a specific category of limited practice for 
fcxeign ~ Thus. some lawyers have mgued that 
the new law appears to have been developed iD 
response to CODStraiDts OD tbe abiliJ: of French lawyers 
to practice in the United States. Some observers 
have also coachlded that this law is designed to proteet 
French law firms as they expand and modernize in an 
effort to captme more of the inte:mational business law 
mmket in France. at present dominated by U.S. 
firms.90 . . 

Some U.S. lawyers believe that by unifying tbe 
professim and broadening its scope of c:oinpetence 
through elimination of the conseil juridique profession. 
tbe French Government has effectively. barred new 
U.S. law firm entry imo the French legal services 
madcet with legislation that could result in .. extinction 
d;llough atlrition" for U.S. lawyers iD France.91 Others 
contend that the practical effect of the new law will 
depend m the difficulty of the aptitude test. Aa:m:ling 
to one lawyer's understanding. tbe new law will not 
Mdanger U.S. presence in France because U.S. law 
firms can be registered as avocats conseils as long as 
tbe resident partners are so registeied. 92 

OTHER MARKETS. 

Bru~els 

U.S. law firms followed their ccrporate c1ieats to 
Brussels iD the late 195Qs iD raponse t6 the Belgian 

87 Executive Committee of the Commercial and 
Federal Litigation Section of the New York State Bar 
kwcjarinn, The Practice of Law in the EEC by New York 
Litiffou:t't' 1992, quoted on p. 17. 

· legal officer at the Embaay of France, 
_Washington. D.C .• telephone interview with Usrrc staff, 

October 15. 1991. 
89 Attorney in a major New York law firm. telephone 

interview with USITC staff, November 13, 1991. 
90 Resident partner of the Paris office of a_!D&jor New 

York law firm, telephone conversation with Usrrc staff. 
November 20, 1991. 

91 Attorney in a major New York law firm. telephone 
intelView with usrrc staff. November 13. 1991. 

92 Resident partner of the Paris office of a major New 
. York law firm. telel>bone interview with USITC staff, 

November 20, 1991. 
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govemment's inward investment iDcentiv~ and tbe 
establishment of the European Commumty. Many 
firms left Belgium when their corpcnte cliems did. 
following cl>anges in the 11M:ODomic c:limale dmiDg tbe 
early and mid-1970s: others rem•ined. divenifying 
into antidumping-related EC work. 

U.S. law firms displayed renewed interest in 
Brussels in the 1980s, when the European ('mtmission 
began to actively investigate cnmpetition and 
anticfumping cues; the ~Iring body of EC legisJarion 
became.a major c:onsjderalion fCX' U.S. corporations in 
F.urope. U.S. law film expan.Um in Brussels 
aa;.eleraled in the late 1980s as films saw luaative 
opportunities in the preparations for tbe completion of 

· the EC internal Dlliket at tbe end of 1992. However, 
the legal services market is hemming iDaeasingly 
competitive as~ numbers of U.S. lawyers seek to 
represent and lobby OD behalf of U.S •• non-EC 
European. and Asian clients who have allegedly 
violated EC antitrust or antidumping regu1atians. 

There are no formal zestrictians cm wbo may 
provide legal advice in Belgium. including counsel on 
Belgian and EC law.93 U.S. lawyers use tbe title of 
conseiller juridique, bot are not obliged to do so siDc:e 
this remains an umegu1aled profession. However. as 
pan of the reguiatay process. tbe partners af fmeign 
law firms or ~ practitioners must obtain a 
"professional card. ' which is a license from tbe 
Belgian government soecifyiua restrictions on tbe 
scope of practice and tbi nitme of profeaional 
organization. Associates inf~ law firms need only 
obtain regular work pennits.94 

In 1984, tbe Brussels Bar amended its mies to 
allow Belgian avocats to associate with foreign law 
firms without resigning from the Bar.9S The 1984 
Brussels Bar rules set up a so-caJJed B-list of fmeign 
lawyers established in Brussels and registe!ed with the 
Brussels Bar. To become B-list members. fcreign 
lawyers must be established in the Brussels office of a 
member of the Brussels Bar who bas completed tbe 
required three-year tnineeship at tbe Bar. i.e .• an A-list 
lawyer. As B-list members. foreign lawyers must agree 
to practice only international. EC. and foreign law and 
must submit to tbe disciplinary authority of tbe 
Brussels Bar Council. wbich implements and interprets 
the regulations.96 Aftez three years, B-list fcreign 
lawyers and law firms may formally associate with 
A-list members (or films inclwliDg A-list members.)97 

93 However. only Belgian-qualified lawyers. avocazs. 
mayJ>lead in Belgian courts. 

Resident partnt.r at the Bru-.ls office of a major 
New York law firm, telephone interview with USITC 
staff 95 March 26. 1992. 

Christopher Stoakes. "Brussels' Supranational Law 
Firms," In1ernational Financial Law Review, July 1984, 
p. 9. 

96 Resident partnt.r at the Bru-.ls office of a major 
New York law firm. facsimile correspondence with USITC 
staff May 26, 199'2. 

97 A foreign law firms can obtain B-list status if at 
least one of its lawyers fulfills the B·list requirements. 
(Resident partner of the Brussels office of a New York 
law firm. telephone inteiview with USITC staff. March 
26, 1992.) . 
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Although the 1984 iegulatiODS enable U.S. law 
films to represent c:liems before Belgian coun.s. it 
appears that foreign finns are mere iDterested in 
demonstrating their wi1Hngneu to register as B-list 
lawyers in uder to facilitate easier relatiom· witb tbe 
Bnissels legal comm.unity.98 One industry observer 
believes that this regulation was ~ designed to 
allow Belgian lawyers to hire fcre1g11 lawyers without 
having to make them qualify as fully-fledged 
avocats.99 Thus. U.S. lawyers can berome employed 
aaociates of Belgian avocats. ~ after three ~. 
may become partners in Belgian avocat firms. Im 

While some U.S. law films in Brussels are merely 
on-site "lisw>ing posts" for tbe EC departments of the 
hmle office. others. generally firms with long-standing 
presence in Brusse1s. have made use of Belgium's 
liberal fM!ian laW)'etS reaime and have developed 
their owD"clfmt bases by]OiDiDg forces with Belgian 
and odJeZ European lawyers 0r acquiring existing 
European law firms. 

U.S. law firms initially benefited from tbe lack of 
local ~ in business law. Belgian lawyers, like 
their FleDch ~ tend to have a strong 
tbecxetical backgroulld focused on litiptiOD. Until the 
mid·l980s, Brmsels Bar restrictions prohibited tbe 
ftmlation of multi-office partnerships, and thus 
prevented Belgiall avocats from adopting the more 
business-orieme approach of U.S. laW)'erS. 

However, U.S. law firms' sucx:ea in Belgium bas 
ieportedly generated some ill-will between Belgian 
lawyers ind dJeir foreign coumezpans.101 U.S. firms 
have allegedly bid up the salaries of recent Belgian law 
school graduates and have angered traditionally· 
minded Belfian lawyers with their "aggTessive" tactics. 
Some Belgian fums appear to ieseo.t the inaeased 
competition. p~ ill tbe last few years. wbich 
have witnessed the lisJunent of over 20 additional 
U.S. 1Jw fums in Brussels.102 

Big U.S. law fums have an advantage in Brussels 
due to tbeir experience with U.S. federal regulations. 
and their greater familiarity with potting together . 
complex mergers and acquisitions deals. Yet. 
competition from U.S. finns has also stimulated 
~ fr<m within the Belgian legal profession. 
Belgian firms are growing in si7.e through mergers and 
have developed a]liance and association arrangements 
with law firms in other European countries. 

Germany103 

Prior to 1989. most U.S. 18w firms' activities in 
Germany were linked to tbe presence of tbe U.S. 

98 Resident partner of the Brussels office of a New 
-· York law firm. telephone inteiview with USITC staff, 

March 26. 199'2. 
99 lbid. 
100 Goebbcl, "Bridging the Cultural Gap," p. 478. 
101 Joel Haveman. "U.S. Law Fums <::hasi1'lg New 

Clients in Brussels," Los Angeles Tunes, December 4, 
1990. 

. 102 Ibid. 
103 USITC staff obtained most of the .information for 

this section tbroug.b telephone interviews with an attorney 
in the Frank:fun Office Of a major New York law firm, 
November 1991 and September 1992. 



military. Sole practitioners and very small law Firms 
held contracts- to represent U.S. military personnel in 
U.S. and German civil and criminal matters. These 
U.S. lawyers have always been a small community. 
which will likely diminish in the next few years and 
the United States reduces its mifuary presence in 
Gennany. Since the falliDg of the Berlin Wall and the 

. collapse of communism in Eastem Emope in 1989, 
Gennany has become a desirabJe loadim far U.S. law 
firms. Most .U.S. law ~ have opened _offices in 
Frankfurt, Gemumy's financial amler, due tO the 
preeminence of the German banks in West and East 

·European cOrp«ate finance U.S. law firms provide the 
usual may of business-relaled Jegal services to U.S. 
and foreign clients. 

Traditionally, the Gerrrum legal services muket has 
been closed to U.S. lawyeIS and law firms. However, 
some U.S. lawyers and law firms wen 1JDda the status 
of Rechtsbeisto.nd or legal adviser, a tide that 
reJ)Ortedly lacks the relative prestige and responsibility 
of the (now abolished) conseil jurillique status in 
France. In 19'JO. the Bundestag passed 1*slatim 
abolishing most restrictims for DOD-EC attomeys from 
jurisdictions that offer reciprocal privileges to Gemum 
lawyers. The new rules continue to limit U.S. 1aw)'ers 
to practicing the law of their~~ and 
international law, but remove resttiCtions on U.S. 
lawyers' use of their firm name, and enabJe U.S. 
attomeys to use the more prestigious title of 

. Rechtsanwa/J (advocar.e lawyer). 

However. in eirly 1992, the Federal Bar 
As~ation of Germany issued a position pap:.r which 
objected to tbe five year~ requiremems included 
in some U.S. states' fcnJgll Jegal CCJDS11hant rules. The 
paper rerommended that the MOJ withhold reciprocity 
certifications until these requllemems are lifted. As a 
~suit. the MO~ has ~arently rh'!"ged its positim and 
lS Il?W ~ W there will be any reciprocity 
certifications. 

The Ministry of Justice (MOJ) bas not yet acted on 
. requests filed ~ 1990 to certify the United Staies as a 
country offenng reciprocity. Originally, observers 
believed that the· MOJ · would evemually ~ 
certification on a state-by-state basis. They predicted 
that this would be sufficient for the majcrity of U.S. 
law firms because the important cnmmercialJ6nancial 
U.S: States have ~Y implm1enaed rules allowing 
foreign lawyers to practlce as foreign legal consultants. 

In the absence of precise rules concemiDg the 
conditions of practice for U.S. lawyers in Germany 
some U.S. law firms already operare under dleir ~ 
country name. have German partners and associates 
and use ~ title of Rec~ts01n1falt. In the past, tbe MQj 
~ -~~ from mve.uigatinlJ U.S. law firm 
~1~ m ~ ~ areas. m anticipatim of 
reaproc1ty determinatiom. In liabl of IeCeDt evenrs. 
h~~· U.S. lawyers .and law W. will reportedly 
mamtam a low profile m order to avoid controversy. 

Oppcmtion to U.S. and olha foreign law firms in 
Germany come.s = from tbe smaller Gemum law 
~- which app y fear comp:tition from U.S., 
British. French. and 1mga German law firms. Many 
German law firms have expanded in size and have 

established darnc:stic and imrmational bnmch offices 
since 1989. In that year, the Bundestag passed 
legislatiOD that allowed Ciennan lawyers to practice in 
mare than one Land (State) and permitted law firms to 
open branch offices. Observeis believe that 1hese 
~t.liberalizaticm ~·as well as the easing of 
restrictiODs Oil fcreJgD 1aW)'e1'S. were intended to 
~Y with EC directives regarding the freedom to 
provide servm and to facilitate German law firms. 
accea to foreign markets. However, given opposition 
to furtbec liberalization among some sectors of the 
Germ!ID legal prafesmon. it appears that U.S. lawyers 
and. law firms will ccmtimie to operate in Germany 
under ID informal iegime. 

Eastern Europe 
Lawye.rs and industry analysts view Eastern 

Emope as a promising, albeit highly unpredictable. 
new ~l u~. ~ fimls provide two broad 
categones of semces m Eastem Europe: (1) advice to 
governments and government · · · • • • and • DUDlStnes Oil 
pnvatiZatiOD advice Oil the drafting of legislation 
Ind regulatory statutes. and (2) standard business law 
advice. primarily to foreign companies and individuals 
seeking to invest in East.em Europe. U.S. firms are not 
alcme in Eastern Europe; they have to compete with the 
Western Europeans ----: .. n German. Aus · British firms. , -i--uY 1n8D. and 

U.S. law finns also face competition from U.S. and 
:European accounting firms. Aa:omting firms. 
particularly those with consulting clivisims. have gone 
to East.em F.urope to offer some of the same setVices as 
law firms. Accounting films arrange joint ventures. 
develop debt restructuring =· and offer general business advice. Aa:ounting may also offer legal 
advice through their in-house legal departments. 

U.S. law firms operate in the East European legal 
seivices market under various arrangements. Some of 
these law firms handle their East European wcrk from 
the home office. otheIS establish affiliations with local 
lawyers. and a few work frcm branch offices in 
Western Europe. waiting to see how business develops 
before embarlciug on expensive investment in East 
European offices. U.S. law firms' approach to the East 
:European market tends to be one Of outward growth 
from the existing client base in Westem Europe. A few 
U.S. law firms have established foreign affices most 
no:~ in Hunguy but also in Czechoslovalda and 
Po one reason being that local presence is often an 
eligibility ccmdition for the competitive tenderin2 
process for the award of government contt8Ct51CJl 
WJii!.e iJJ.!erest in Eastern Europe bas been high. acbw 
foreign mvestment bas been slow and spcndic.105 
Furthermore, East European corpoWe deals rarely 

_amount to more than a few million dollars the result 
being relatively small lawyers' fees.106 ' 

104 Celia Hampton. "Unpredictable Opportuni . " 
Financial Timu Survey: The Legal Profession, Oc~ 
18. 1991, p. 36. 

105 Executive cliJ:ector .of a major Washington, D.C. 
law firm. telephone uttervJew with usrrc staff October 
21, 191Jl. • . 
. 106 Saundra To!!f,. "'With the Cold War Ovt.r, Lawyers 
m Eastern Europe Still OiasiDg Cold Cash," Washington 
Post, November 18, 1991. 
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U.S. law finns reali7.e that the privatizaticm work 
will. evenblllly subside. but they view such projects. 
often taken cm a pro bono basis. as a means of 
cultivating relaticms with governments and establishing 
private business COllt8CU in F.astem Europe. The 
arrival of U.S. law firms bas reportedly generated some 
rew:ntment within lbe local legal cxmmuniries becanse 
U.S. law firms lend to get the best ~ and 
appropriate tbe best local lawyers. In Hungary. for 
example. moves have been made to limit tbe activity of 
foreign lawyers.101 In addition. the . diffiadaes· 
involved in doing busUJess. in ~ Eumpe-

. underdeveloped infrastructures. high tumoVer of 
government persmmel. and incomplete laws and 
regulaticms related to business-could delay tbe 
take-off of this new market. 

The Commonwealth of 
Indei>endent States 

Approximately 10 U.S. law finDs have opened 
offices in Moscow and St. Petersbmg1os since tbe 
passage of tbe first Soviet foreign joint vmtme statute 
in 1987. and U.S. lawyers serve as all-purpose 
transacticm facilitators cm bdialf of U.S. and other 
foreign companies. However. factors such as tbe threat 
of pot.eDtial social and political umest. the depreciating 
roble and tbe as-yet-incomplete structure of tbe 
Commonwealth of Independent Statm (c.LS.). have 
made tbe former Soviet Unicm a a-than-promising 
market for U.S. lawyers. A few U.S. law finDs are 
reportedly still considering opening offices in tbe 
Russian Republic. but most U.S. Jaw firms that handle 
Cl.S. and Republic-related work intend to rely cm 
affiliaticms with local lawyen and will send U.S. 
attorneys to Russia as needed rather than ·invest in a 
Moscow branch offic:e.109 

U.S. law fums aheady present in tbe Cl.S. expect 
to continue advising U.S. and other fcmp companies 
on investment opportunities in tbe Republia. They 
~t also seek to advise tbe Republic govermnmts cm 
matters ·related to joint ventures and other business 
oppornmlties. . At present. there ire DO laws that 
prohibit U.S. lawyers from advising cm Republic law. 
However. tbe costs of doing business in tbe Cl.S. are · 
high. and tbe laws cxmcemiDg business and other 
matters remain ill-definM and incomplete. 
Furthermore. many U.S. law firms are mindful of tbe 
fact that the jmy is still out on the profitability of 
branch offices in Eamem Europe. where tbe investment 
climate is mme favorable than that of tbe former 
Soviet Union. 

Mexico 
The liberalization of Mexico's fcreign investmem 

regulatioos, in 1991 generated interest lllllODg U.S. 

101 Sheila ~. "Butcm &rope: Dealmakers Rush 
to a New Frontier," The AIMrican Lawyer, April 1991. 

108 For the most part. thac are one-attorney 
establishments. 

lCJIJ .. Attorneys Wary of Ex-Soviet Republics," Wall 
Street Journal, Jamwy 3. 1992. 
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lawyers seeking to assist and advise U.S. and other 
fcreign iJ1wsuxs OD joint Ventures, mergers, and 
acquisitioas in Mexico. A number of U.S. law firms 
have applied to tbe Mexican Foreign Investment 
Commissioa for licenses to open branch offices in 
Mexico. SClme U.S. law firms have obtained 
pennissioa to establish coasulting offices with in-house 
lawyers. appme.ndy a more expeditiolJ_s method of 
establisbiag .lnnch offices in Mexico.110 

· ·Under the terms of the North American Free Trade 
Agreement.CNAFTA). law firms headquartered Ui the 
United States and Canada ·will have the right to · 
eQablish in Mexico to proYide 1egil servU:es through . 
licensed foreifn qat consultants. provided that the 
State or provmce m which tbe U.S. and Canadian . 
.lawyers me licensed accords ~&lent tteatment to 
Mexican lawyen and law firms. ll l While informal 
arrangements of this son already exist between the 
Mexican Govemment and tbe U.S. Statm that have 
adopted foreign legal comultaDt rules. the Mexican 
Govemment will fmnalil.e tbe foreign legal coasultant 
system and introduce ~ tnmsparency into the 
process by imJ>Iemenuna licensing guidelines and 
~ 112 However. foreign law}'etS are still 
prohibited fmm practicing Mexican law. and U.S. law 
firms may not hire Mexican lawyers or enter into 
fm:ma a.csociatian. i.e .• ~p. with members of 
the Mexican legal profession.113 

. One U.S. attorney pttdjcts that the NAFTA 
provisions will not significant1y affect the legal 
services trade amq ther three· signatories because 
U.S. finDs with ID illlereSt in Mexico have already 
established themselves in that market. and. given tbe 
relatively small amount of trade between canada and 
Mexico •. it appears unlikely that Mexican-Canadian 
Jegal services trade will increase signi&aotJy as a 
remit ot the sgreement.114 

A group of praninent. Mexico City intemational 
lawyers favcn tbe entry of U.S. law firms as long as 
tbete are strict practice and internal cooperaticm 
restrictions.115 Since Mexican lawyers would have an 
advantage in representing Mexican clients and because 
tbeze will likely to be enough work for Mexican and 
fmeign lawyers. the Mexican Bar As.!ociatioo does not 
view U.S. Jaw finn presence as direct competition.Jl6 

110 Member of the American Bar Association. 
International Law Section (Mexico). telephone interview 
with USII'C staff, November 6. 1991. 

111 NAFrA, Annex VI • Mexico, October 7. 1992, 
VI-M-2. . 

112 Member of the American Bar Association, 
Intemati.onal Law Section (Mexico). telephone interview 

_ with usrrc staff. October 20. 1992. 
113 Under NAFrA. Canadian la-.n may hire or 

associate with Mexican lawyers.~ that Mc.xican 
lAwwn are granted similar privileges. 
-·114-Mt.mber of the American Bar Association, 
Intemati.onal Law Section (Mexico). telephone interview 
with usrrc staff. October 20. 1992. 

115 ~ Braces for Rush of U.S. Lawyers. Wall 
Strut Journal, October 1-3, 1991. p. B·lO. 

116 Member of the American Bar Association, 
Intemati.onal Law Section (Mexico). telephone interview 
with USlTC staff. November 6. 1991. 



Hong Kong and Singapore 
Traditionally, Hong Kong and Singapore have been 

relatively closed markets for tnmm~ticmal legal 
smvica Fmeign law films may not practice local law, 
nor may they hire or form par1llerSbips with local 
auameys. Furtbennore. BaDg Kong and Singapme 
prohibit the estabUsbme:at of refmal relalionsbips 
between local and foreign law films.117 As a result. 
U.S. law firms have had .difficulties in providing. tbe 
full range of U.S .. intmtational and local lefi'l services 
that corporate and banking clients .require. 18 . 

. Fmeign litw firms mived in die early 1980s to 
serve corporate clieDts with interests in OiiDa. The 
1mge U.S. and British law firms involved in 
Euromarket is~ and affshcre banking "discovered" 
Hong Kong and Singapore in the early 1980s.119 By 
the end of the 1980s. howewr. seven! major law firms 
had closed their ·oflica in Bcmg Kmg w.bell tbe 
O:Wut-related ~ did DOt DUdeliali1.e in tbe 
expected quantity and beCause Bong Kong did not 
evolve into a financial center rivaling Tokyo as had 
been expected. The firms remaining in the colony haw 
diversified their cJjenteJe, using Bong Kong as a base 
for serving clieDls throughout die Pacific .RUD region: 

The Middle East 
The late 1970s and early 1980s ID8Ibd the beigh1 

of foreign law firms' involvement in the Middle 
Eutem market foe bminess legal services; Some firms 
opened branch offices. primarily in Saudi Arabia and 
the Gulf States, but most films handled Middle East 
business from their European affica. U.S. and British 
law firms dominatf'Ai the market for "positive" legal 
work such as company formation. negotiations. and 
loan syndicatims. The law firms followed tbe 
investment bank and n;iuhinational corporate clients 
that participated in big-ticket government-sponsored 
infrastructure constructiaD projeds duougboot tbe 
region. 

By the ntid-1980s, the massive infrasuuctme 
. projeds had been completed. and Middle Eastem 
governments' oil revenues began to erode as tbe price 
of oil plummeted. There was still a market for 
"negative" work such as ccmpany dissoluticms. 
debt-rescheduling and claims work. but political 
turmoil in the region bas discouraged fmeign 
investment and has thus diminished demand for U.S. 
legal services in the region. 

The People's Republic of China 
Moves toward economic liberalization in the late 

1970s stimulatf'Ai U.S. law films' interest in China. 
Only two or three U.S. law firms opened offices on tbe 

117 Sara Khalil, "Fmance: Blue-Ollp Losses and 
Gains." Inrernational Business. June 1991, pp. 16-18 and 
State Dcparanent Cable 10136. Singapore. November 4, 
1991. 

118 Ibid. 
119 Since Hong Kong is a British colony (until 1997), 

U.K.-qualified lawyers are also qualified as Hong Kong · 
lawyers. 

Qinese mainland; most handle4 01ina business 
. frmn tbe films' Hong Kong offices. Some' law firms 
.. lent" attorneys to foreign corporations with offices in 
Olin.a to act as die companies' 1egaJ representatives 
vis-a-vis the Oinese government 

U.S. lawyers in Oina assist U.S. and other foreign 
corporations in tbe negotiatim of production and 
export c:cmtt1K:1S. Work related . to Oinese joint 
vemmes declined in tbe immediate aftermath of 
TJanamnen Square. but legal industry obsetvers 
reported in 1991 that '"two years later, firms [were) 
back in ClJ.iDa."120 U.S. law firms have not IUSbed to 
open offices OD tbe O.inese mainland due to eXpen.se · 
and political um::ertaiDty: the future of Olina-related 
joint vemme work now depends on annual 
CongrasioDal approval of Olin.a 's most favmed nation 
stams. BoweYer, C'G'tinued development of Oiina's 
cammetcia1 lelatims with other cauntries will likely 
increase demand foe U.S. legal services in 
Cliina-relaied matters. 

OUTLOOK 

Trends in the U.S. Legal Services 
Industry 

The U.S. legal services industry. previously 
ccmsideled to be recession-proof, is Ulldelgoing a 
process of major restructuring. Law firms have been 
laying off 8S6QCiates. dismissing unproductive partners, 
and hiring fewer new lawyers because the market for 
premium-billing legal services such as 1mge- scale 
mmgers and acquisitions and leveraged buy-outs has 
CODlraCted since 1988. The accelerating growth of 
revenues and tbe rapid ccmcentration of tbe industry 
has ended. As a result. films that hired new lawyers in 
the mid-1980s to handle the inaeased volume of wmk 
have apparently sought to reduce firm ~ to levels 
C01D1Densmate with tbe slower growth rate in what 
now appears to be a mature market for legal services. 

lnaeasingly, the legal services industry must be . 
examined in tams of market segments. Demand for 
certain types of legal services responds to conditions in 
tbe general business and economic environment; 
tbaefare, demand for premium-billing services bas 
declined while demand for bankruptcy-related services 
bas grown. Oanges in govemment regulations also 
affect demand for legal services. for example. in such 
areas as enviroamental and tax law. 

Trends in International Legal Services 
U.S. firms will likely cmtinue to be major players 

-·in tbe market far im.emational legal services despite 
increased competition frmn tbe new. larger European 
law fums that resulted fnm mezgers during the 1980s. 
Obsavers predict that fmeign demand for U.S. legal 
services will continue to grow in ccming years. despite 
die ament economic slowdown. due to privatization 
and economic liberalization programs in Asia. Easaem 

.. 120 "1Wo Years Later, Finns Are Back in China, 
National Law Joumol, June 17, 1991, p. 27. 
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E.urope. and Latin America. Reportedly. U.S. law firms 
me more eager to provide services in f«eign markets 

.in order to offset slower growth in tbe us. legal 
services market.111 

The past few )'e8rS have whues.~ed a general tn:nd 
toward greater libenlizatim of legal services in 
~U.S. foreip mmkets in Westem Europe md 
Asia. Yet. France. lbe seamd lmgest F.uropean market 
for U.S. 1,_a1 services. recently oassed Jraisl•tion that 
could ~bly limit U.S. law lirms' activity in tbe 
Frencli~arlceL However. Ihm has been liUle 
COJlSeDm5 amoua .u.s~ . lawyers in. Fnmce m tbe , 
mgnmcanc:e and possible effecas ct tbe law. 

The removal of DODtariff barriers in iDlema!ioDal 
servica trade is being negotiated in the Uruguay 
Round of GA1T talks sdJednled to be coocJnckd in 
1992. The conent round of uade talks have wiU1eSSed a 
first attempt at including services industries within tbe 

121 Consultant at a legal industry management 
consulting firm. telephone interview with usrrc staff. 
October l. 1991. 
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GAIT trade negotiatiom framework. The nomariff 
barriers most relevant to U.S. providers of legal 
services involve issues of madcet access. namely. tbe 
right ci establishment and national tteatmem 
pnMsiaas. However •. since tbe provision of legal 
services requil'm contiDUOUS contact with the client and 
the mubt. negotiations con1:emina liberalized trade in 
legal and other professional services must iDc1ude such 
issues IS foreign investment regulations. Jia:nsing 
~ and mumal remgnirim of qnalificatioas 
- issues mme lelevailt to foreign direct investment 
than to ll'llditiODal aoss-border crade. 

Services. including legal smvices. me also being 
discussed in tbe North American Free Trade 
Agreement negotiations. Many observers feel that if 
Mexico :removes most foreign investment restrictions. 
U.S. lawyers will be able to pnK:tice law in some form 
in Mexico. However. whether this approach or the 
development of an imemational framewmk covaing 
prafessicmal services will lead to liberalized trade in 
imematicmal legal services remains to be seen. 


