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In the ever-evolving landscape of legal services, law companies
have emerged as pivotal players. These entities, distinct from
traditional law firms, offer a range of specialised services that

cater to the diverse needs of customers and their legal business
challenges. In this paper, we look at the genesis, purpose and
role of law companies in overall legal strategy.
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Macro Economics of a Law Department

To understand the purpose and importance of law companies, we must first discuss and
understand the macro economics and challenges of a law department. Traditionally, law
departments were primarily focused on protecting the company, but over the past 20 years and
especially 10 years (post-financial crisis), most law departments and GCs are now further
measured on their ability to help grow and run the company. Put another way, law departments
are now being asked to demonstrate their overall value to the company, bottom line, stock price
and shareholders beyond just protecting against risk.

Law departments are often measured, by the C-suite, in three critical ways:

« Total legal spend as a % of company revenue
« Total revenue per in-house legal department headcount

= Average cost per matter

Whether we like it or not, this has been the reality. Law departments are primarily viewed as a
cost centre, and thus, the core performance metrics are usually cost-focused. But recently,
General Counsel and C-suites have evolved to understand and consider additional law
department performance metrics that focus on overall business value. Industry initiatives like the
Legal Metrics Portal (hosted by LegalOps.com and a collaboration between leading industry
organisations) have also helped educate and standardise key metrics for law departments to
track and use to make decisions and demonstrate value.

At a high level, it remains important for General Counsel to demonstrate how they add value
without correlated added costs. Over time, and with company growth, legal costs will surely and
naturally rise (as they should). But the macro-economic key and success measure for GCs is to
ensure the % rise of total legal costs is not linear (or parallel) to the % rise of total company
revenue. General Counsel should be able to cost-effectively ‘scale’ with the company. Across the
law industry, this strategy is being coined ‘Running Legal Like a Business',
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Running Legal Like a Business Is Challenging

Most GCs will discover that running legal like a business is no easy sport. And there are
numerous inherited and baked-in challenges to successfully running law departments like
a business.

To start off with, let's address one of the main elephants in the room. Lawyers aren't trained to be
entrepreneurs or business professionals—-they are trained to be lawyers. Ironically, they all
eventually end up within law firms and corporations, which are ultimately businesses whose
primary goals are to generate profit. Forecasts, budgets, profits and other financial dimensions
are considered foreign language to lawyers and lawyers often separate church and state by
leaving that to the company operators or finance folks.

Second, legal teams are often brought in to clean up a mess created by the business instead of
being brought in at the front to help prevent issues from occurring. For law departments that
never get ahead of this, it becomes tremendously difficult to plan and control what we call
‘uncontrollable legal spend: This leads to a long tail of budget overruns and just-in-time legal
resourcing, which remains very costly.
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Third, most in-house lawyers heavily rely on outside counsel to support the department in its
early days and as it grows. This is a core business strategy that allows for access to specific legal
expertise, and thus is not an issue per se, but it does create issues down the road if certain core,
recurring, and routine tasks are left with outside counsel once things are stabilised. In most law
departments, in-house counsel tend to move on to the next ‘fire’ instead of pausing and investing
the necessary time to optimise certain categories of spend. This operational oversight delivers a
golden lottery ticket to outside counsel for capturing recurring, premium associate revenue and
profits on ‘routine run-the-company’ legal work. If left unaddressed, this will become a signficant
and immediate issue when a major bet-the-company matter arises, and the legal team has left no

financial wiggle room for addressing it.

See this example of a legal spend portfolio that is ‘'upside down' in their run-the-company areas of
legal work (bottom left four quadrants). This department is overextending by leveraging lots of
Tier1 (‘T1'-White Shoe Or Premium Firms) at high average billing rates for work that could be sent
to more Tier 2 (‘T2'-AmLaw or Regional Firms) law firms ("ABR’) or Tier 3 (‘T3'-Tech-enabled law
firms or law companies) or partially in-sourced at more affordable rates. Leaving this situation
unaddressed is neither smart nor representative of effectively running legal like a business:

ABR = Average Billing Rate T1 = White Shoe or Premium Firms; T2 = AmLaw or Regional Firms;
T3 = Tech-Enabled Law Firms and Law Companies

Higher

7' N

T1: 60%

T2: 30%

T3:10%
$649 ABR

T1: 70%

T2: 30%

T3: 0%
$852 ABR

Risk

T1: 60%

T2: 30%

T3:5%
$535 ABR

Lower

% elevate

By Sub Work Type
T1: 60% T1: 90%
T2: 30% T2:10%
T3:10% T3: 0%
$649 ABR $811 ABR
T1: 60% T1: 60%
T2: 35% T2: 30%
T3: 5% T3:10%
$587 ABR $649 ABR
T1: 70% T1: 40%
T2:10% T2: 60%
T3: 20% T3: 0%
$752 ABR $568 ABR
Complexity Higher
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The typical types of work that usually sit in these four, low-to mid-risk and complexity quadrants
of the legal portfolio could be as follows:

NOTE: The specific activities that sit
in your organisation's lower four
quadrants may differ based on your
industry or core products.

Contract Administration
Contract Analysis/Remediation

Commercial Contract Review
and Negotiation

Contract Insights and Reporting
Contract Inquiries/Response
Contract Playbooks/Template
Management

Contract
Management/Obligation

prod liability)

Routing Litigation Portfolios
Testimony/Deposition
Insights/Prep

Third Party Subpoenas/Response

Written Discovery Requests and
Responses

Litigation Regulatory
Grow the Grow the Bet the
Company Company Company = Affirmative Plaintiff Litigation . Marketing Materials Review
o . Document Review/Production . Regulatory Audits, Waivers and
I - Discovery Counsel Gap Assessments
i) Run the Rsinihe Plizel e a ECA . Regulatory Information Requests
o Company Company Company .
0 . eDiscovery/Analytics . Regulatory Investigations
»  Employment Demands/ Support
Legal O Run the Protect the Investigations +  SOP Developmentand
egal Ops Company Company . Internal Investigations Marketing Materials Review
. Legal Hold/Collections
. Medical Chron/Bill Audits (for
Complex

Intellectual Property

Licensing and Litigation
IP Training Support

Paralegal and Trademark
Services

Patent Drafting Support
Patent Filing and Prosecution
Patent Searches

Portfolio Monitoring

Trademark Filing and
Prosecution

Legal Operations Corporate-General Advice

Legal Inbox and Inquiries
Support
Legal Invoice Review

Legal Metrics, Reporting, and
Support

E-Surveillance and Monitoring
Internal Hotline Support
Compliance Risk Assessments
Policy Development/Training
Compliance Reporting Support
Compliance Reviews

Corporate Entity Management
Corporate Policy Development
Corporate Governance
Corporate Drafting and Filings
Board Meeting Minutes

Product-General Advice

M&A Assembly of deal
documents and catalogue
management

M&A Deal project management
M&A Drafting/negotiating
confidentiality agreements and
ancillary documents

M&A Due Diligence

M&A Post transaction integration
support

M&A Regulatory Due Diligence
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Fourth, as inflation rises, so do the costs of outside counsel on a year-over-year basis.
Furthermore, law firm talent and partner wars increase salary and profit-per-partner incentives,
further driving up the cost of outside legal services.

And finally (yes, you see the trend here, and it's not pretty), expensive real estate and
cybersecurity threats even further drive up and compound the costs of leveraging outside
counsel. The result is year-over-year rate increases of greater than 10% and average billing rates
of senior partners entering levels that even exceed that of a pro athlete. We love our lawyers and
all...but damn!

Unfortunately, the result of poorly managing macro-economic spend creates a situation and
visual that looks more like the below (including a painful ‘'spend reduction mandate’ that will
surely be pressed upon the department to course-correct when things get too out of hand):

So What's The Alternative?

Lower-cost solutions to routine challenges have existed since the beginning of time. That is
innovation in a nutshell.

In law, these types of alternatives have existed since the late 1960s (did you know that?!).
CPA Global was one of the first ‘alternative’ legal businesses to launch in the UK to provide an
alternative model for delivering routine patent work. CPA global and other similar businesses
continued to expand and formulate what later turned into the coin phrase Legal Process
Outsourcing (LPO) market. The LPO market took things even further by establishing and
leveraging global low-cost centres of delivery and expertise in India, the Philippines, the UK,
and Ireland.

This market continued to expand to various areas of legal support, including document review,
litigation support, contract support and financial document preparation and hit major further
growth in 2008 on the heels of the financial crisis, when companies were struggling to manage
costs and needed significant reductions and alternatives in legal resources. Major LPO players at
the time were CPA Global, Integreon, Pangea3, Infosys, and UnitedLex.
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Circa 2012, the LPO market had further evolved into new categories of support (legal operations,
compliance support, corporate governance and others) as well as new models of support (e.g. flex
staffing, managed services, tech-enabled services). This new model and set of providers earned
the term ‘Alternative Legal Services Providers (ALSPs). By 2018, this market reached $20B in
revenue and was growing at a 20% YoY growth rate. Major ALSP players included Elevate,
Integreon, Axiom, UnitedLex, Quislex, Epiq and others. In 2019, the Big Four, particularly Deloitte,
PWC, and EY, entered the market to capture some of the rapidly growing market share.

Around that time, two things began to happen. The market began to wonder whether the world
‘alternative’ should even be part of its description. This is well explained and argued in a 2019
article penned by David B. Wilkins and Maria J. Esteban Ferrer in the Centre on the Legal
Profession within Harvard Law School. The article was fittingly titled, 'Taking the "Alternative” Out
of Alternative Legal Service Providers. David and Maria beautifully start the article and their
argument with ‘What we now consider to be the 'traditional' mode of providing corporate legal
services was once itself an 'alternative!

Around the same time, companies like Elevate began to pioneer and diverge from the title of
ALSP and instead use the name 'law company' to describe itself and others who were going
beyond the original ALSP boundaries to deliver a highly integrated practice of law, consulting,
managed services, and technology under one roof.

What's A 'Law Company' and
Mo e i \Why are Legal Consumers

Embracing it?
| F 4 m‘*ﬁ z By Mark A. Cohen

This was also the time when the UK and certain states in the US were loosening their regulatory
stance on non-lawyer-owned law firms. Taking advantage of that across the globe, Elevate first
moved to acquire Halebury Law and converted its UK entity to an ABS (Alternative Business
Structure). Elevate then doubled down and became the first legal service provider in the US to
obtain an ABS license in Arizona through its affiliated law firm, ElevateNext LLP. The press
release states, ‘This makes Elevate the first non-lawyer-owned law company, LPO, or ALSP in the
United States with an integrated law firm. The ABS-licensed firm uniquely positions Elevate to
address customer needs that require some aspect of legal practice along with technology,
consulting, or services for 'run-the-company' business operations.’
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Currently, the law company and ALSP market (combined) has grown to represent approximately
$28.5 billion in 2025 and is expected to surge north of $30 billion by 2030.

As a further nod to this market, Chambers and Partners, a prestigious law firm and lawyer ranking
organisation, now officially researches, ranks and certifies law companies and ALSPs as part of
their annual report, which you can find here.

So, is a Law Company a law firm or an ALSP? Yes.

A law company is a highly integrated legal services company, offering practice of law, business of
law and software of law solutions. Unlike traditional law firms, which primarily focus on providing
only legal advice and representation, law companies encompass a broader spectrum of solutions
and services. And unlike an ALSP, which primarily focuses on non-practice-of-law services, a law
company has the ability, via an Alternative Business Structure (ABS) license, to deliver the
licensed practice of law. Law Companies and the services offered are also delivered under
specialised expertise, often led by former in-house GCs, Big Law Partners or former Big-4
Consulting Leaders. Lastly, a law company may also extend into providing and selling software,
which is unique to both law firms and ALSPs.

So, the answer is YES. A law company is a specialised law firm and an ALSP, all in one.

This diagram, based on a recent TR 2025 report, is enhanced to represent how a law company
falls against the legal services and solutions spectrum.

ALSP
A
[ |
Consulting Flexible Legal Matter-specific
Legal advice and Advisory Resource R Legal Ser:vices
from licensed Services Services Services Legal

lawyers Software

When offered via non-traditional delivery model - ‘Alternative Legal Services'

Source: Thomson Reuters 2025

\ J
|

Law Company (Law Firm + ALSP + Software)
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The market seems to be responding well to this integrated law company model and combination.
For example, Elevate's recent data shows that its year-over-year Net Promoter Score (NPS)
averaged in the mid-40s to 50s compared to the overall legal industry satisfaction score, which
averaged in the 20s to 30s.

This higher NPS could be driven by multiple factors, including value-based and more predictable
fee structures (vs. billable hours), greater focus on customer success (via legal project managers
or structured account management programs) and more seamless integration into the law
department operations as natural extensions of existing legal teams (via managed services).

The data below, provided by ClearlyRated, provides additional detail into the overall legal industry
NPS averages and trends for the past few years.

Legal Services Industry Satisfaction (Measured as NPS)
8.0 8.1 7.9 7.7 7.6 8.0 7.9 8.3 8.2 8.3 8.3

Average Score

% Promoters 50% 48% 45% 40% 44% 49% 48% 53% 43% 54% 49%
% Passives 30% 36% 33% 37% 30% 32% 29% 36% 45% 25% 39%
% Detractors 21% 16% 22% 23% 26% 20% 22% 1% 1% 17% 12%

Net Promoter

29 32 23 17 19 20 26 42 32 37 37
Score
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How and Where Do Law Companies Fit Into Law
Department Macro Economics?

Remember above where we talked about the challenges of running legal like a business and more
particularly the challenging situation lots of law departments get into by not right-sourcing their
routine, recurring, 'run-the-company' legal services to appropriate, cost-effective providers?

And remember how we mentioned that issues can surf right under the radar and stay dormant for
a while until, god forbid, an unexpected event happens (e.g. black swan event or bet-the-
company litigation) that puts a massive executive lens on legal spend because the company and
law department have been thrusted into high uncontrollable spend mode.

Well, by that point, it's too hard to 'shift the work' fast enough to make enough room to adequately
fund the legal needs of the major event without materially blowing the budget. Net result =
Unhappy GC, Unhappy CFO, and Very Unhappy CEO, and Very, Very Unhappy Shareholders.

Instead, the proper risk avoidance and mitigation path is to proactively monitor, identify, and
insert high-quality, cost-effective providers into your legal service portfolio and preferred panel
before the storm hits.

By doing so, law departments can optimise their spend for routine areas of legal work, which
often make up a majority of the spend portfolio, thereby leaving adequate monetary room for
value contribution to the business as well as financial protection against cyclical, uncontrollable
spend events.

The first step is to map and stratify the external legal work of the department to understand the
current mix and placement of external spend. This includes:

 Mapping department external spend across the risk and complexity matrix

« Understanding what the department is paying (generally) for various areas and
risk/complexity categories of work

« Determining where it makes the most sense to shift from traditional law firms to law
companies to lower the overall cost of services (mostly in routine areas of work)

Let's take the previous portfolio analysis as an example:
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Higher

. Tax

By Sub Work Type

Tax

Internal Investigations
Government Relations

Product and Engineering

. General Regulatory Support
. Specific Products Support
Data Breach/Incidents

. IP/Trademark
. Filing
. Registration
. Enforcement

Risk

. General Inquiries
. Collection
. Real Estate

. IP Patent Prosecution

IP Counselling and Litigation
Regulatory Compliance-Standard
Employee Benefits/Equity Plan
HR-General Advice

Labour and Employment (Non-
Litigation)

Marketing and Advertising Matters

Commercial/Contracts

= Sales and Marketing
. Vendor

Litigation (Standard)
Employment Litigation
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Litigation-Major

M&A Equity Investments
Regulatory/Compliance-Major
Corporate Securities
DOJ/Government Investigations

Litigation-Major

M&A Equity Investments
Regulatory/Compliance-Major
Corporate Securities
DOJ/Government Investigations

Product Counselling
Emerging Products/Markets

\ J
Lower Complexity Higher
By Sub Work Type
T1: 60% T1: 60% T1: 90%
T2: 30% T2: 30% T2:10%
T3:10% T3:10% T3: 0%
$649 ABR $646 ABR $811 ABR
e D
T1: 70% T1: 60% T1: 60%
T2: 30% T2: 30% T2: 30%
T3: 0% T3:10% T3:10%
$852 ABR $646 ABR $649 ABR
T1: 60% T1: 70% T1: 40%
T2: 30% T2:10% T2: 60%
T3: 5% T3:20% T3: 0%
$535 ABR $752 ABR $568 ABR
\ J
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In the above, we can assess:

« The lower four quadrants have significantly more Tier 1 and Tier 2 law firm engagement
than needed.

» On average, work in the bottom left quadrants of work spans from $535 Average Billing
Rate (ABR) per hour for routine work, all the way up to $852 per hour (for slightly more
complex IP-related filing, prosecution and enforcement work).

= By shifting 75% of that work to law companies, the law department can expect to see
~30% savings. If the total annual spend volume of the bottom four quadrants was
$40million, then the company would save approximately $9mm per year (75% x $40mm x
30% savings) for the business or repurposed on more strategic work.

The steps and strategy mentioned above correlate to the first two steps in the legal macro
economic diagram. These steps are critical to helping the department materially 'bend the legal
cost curve' and move to more advanced strategies:

5. Leverage insights to

surface root causes of

risk and begin to Company Revenue
eliminate risk at the

source

3. Automate routine
activities and enable
self-service capabilities

1. Track, Analyse, Cost of Legal (%)

and Improve gnad i
External Spend

4. Align internal experts to
‘core’ growth businesses
and eliminate unnecessary
activities from legal
catalog of work

2. Leverage and integrate
Law Companies/ALSPs for
routing and context legal
activities (see next slide)

Traditignal Law Dept (Passive) Modern Law Dept (Active)
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What Does ‘Good’ Look Like?

GCs often ask, 'what does good look like?' Each law department's resourcing and spend map
may slightly differ, but 'good' looks and feels something like this:

Higher

Partner with Outside Counsel
Partnering with Business

v/ High Expert v/ High Expert v/ High Expert
Leverage Leverage Leverage

v 20% less v 20% less v Highest
effective rates effective rates Rates/Costs

\

Strategic

Law Companies/ABS Firm
Engage Legal Ops
In-Source (COEs)
Automate/Eliminate

Higher

Lower Complex

In the case of the portfolio we showed above, a more optimal balance of their spend could look

something like this:

ABR = Average Billing Rate T1 = White Shoe or Premium Firms; T2 = AmLaw or Regional Firms;
T3 = Tech-Enabled Law Firms and Law Companies
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Higher

Risk

Lower

Mainly, the legal department needs to be able to show and demonstrate:

T1: 60%
T2: 30%
T3:10%
$649 ABR

T1: 10%

T2: 60%

T3: 30%
$550 ABR

T1: 0%
T2:10%
T3: 90%

$352 ABR

By Sub Work Type

T1: 60%
T2: 30%
T3:10%
$649 ABR

T1: 33%

T2: 34%

T3:33%
$568 ABR

T1: 0%
T2: 50%
T3: 50%

$482 ABR
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T1: 90%

T2:10%
T3: 0%

$811 ABR

T1: 60%
T2: 30%
T3:10%
$649 ABR

T1: 10%
T2: 60%
T3: 30%
$568 ABR

Higher

Complexity

« Proper allocation and stratification of spend based on risk and complexity of matters

Relatively more money and higher rates being spent on things that are more valuable to
the company, and less money and lower rates are being spent on things that are not as

valuable or routine in nature

A process by which these sourcing strategies are integrated and executed at the onset of

the matter or at the point of determining outside help is needed

% elevate
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Major Benefits for Law Departments Leveraging Law
Companies

If this external sourcing strategy is adopted (e.g. using law companies for routine areas of
legal work), corporate legal departments can reap significant benefits. Some of the major
advantages include:

¥ Cost Savings: By outsourcing routine and administrative tasks to law companies, legal
departments can achieve substantial cost savings. This allows them to allocate resources
more efficiently and focus on strategic initiatives.

¥ Access to Specialised Expertise: Law companies often have specialised expertise in
areas such as compliance, contract management, and litigation support. Legal
departments can leverage this expertise to enhance their capabilities and address complex
legal challenges.

¥ Improved Efficiency: Law companies use technology and process optimisation to deliver
services more efficiently. This helps legal departments streamline their operations and
improve overall productivity.

¥ Flexibility and Scalability: Law companies offer flexible and scalable solutions that can be
tailored to the specific needs of legal departments. This allows them to adapt to changing
demands and manage workloads more effectively.

¥ Enhanced Risk Management: By partnering with law companies, legal departments
can enhance their risk management capabilities. Law companies provide comprehensive
compliance and risk management services that help customer mitigate legal and
regulatory risks.

¥ Focus on Strategic Activities: By outsourcing routine tasks to law companies, legal
departments can focus on strategic activities that drive business value. This includes
providing legal advice, managing high-stakes litigation, and supporting business
growth initiatives.
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On the Horizon: Agent Augmented Law Companies

Some advanced law departments are already moving even further to the next horizon. The
integration of Al agents into legal services and operations represents the next evolutionary step
in legal service delivery, one that promises to further and fundamentally transform the economic
models we have been examining throughout this analysis. This technological advancement
extends beyond incremental improvement to create what economists recognise as a step-
function change in legal service capabilities and cost structures.

Economic Impact: Exponential Enhancement of Value
Propositions

The economic implications of agent augmentation build upon the cost optimisation strategies we
have already established for traditional law companies. Where conventional law company models
achieve the 30% cost savings demonstrated in our earlier analysis through geographic arbitrage
and process optimisation, agent-augmented law company services are showing potential for
cost reductions of 60 to 80% in routine legal work compared to traditional law firm rates in
preliminary implementations.

To contextualise this transformation using our familiar portfolio analysis framework, consider the
same $40 million in routine legal spend we examined previously. Traditional law company
optimisation projected annual savings of $9 million. Law company agentic augmentation could
potentially drive savings to $18 or $20 million annually while maintaining or improving

quality standards.

The scalability advantages present perhaps the most significant economic transformation.
Traditional service delivery models, including optimised law company approaches, require roughly
proportional increases in human resources when workloads expand. Agentic augmentation
fundamentally alters this constraint by enabling law companies to scale speed and capacity
without corresponding linear increases in operational costs.

As an example, law companies like Elevate are already heavily deploying agent-augmented
solutions in the legal invoice review and services space. The use of tech and Al helps significantly
scale the volume of invoices reviewed while only minimally increasing established fees to
customers, thereby significantly increasing overall ROl for customers and profit for the company.
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This capability proves particularly valuable during the cyclical events we discussed earlier. When
unexpected legal demands arise, such as major litigation, regulatory investigations, or complex
merger and acquisition due diligence, agent-augmented law companies can provide immediate
capacity expansion without the typical weeks or months required for traditional staffing solutions.
The service delivery operates continuously without the quality degradation often associated with
rapid scaling or cross-timezone coordination.

Furthermore, agent-augmented systems maintain consistency across all work volumes. Whether
processing 100 documents or 100,000, the quality standards remain constant, eliminating the
variability that can occur with human-only delivery during high-volume periods.
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Implementation Strategy: Structured Approach to
Technological Integration

Successful implementation of agent augmentation requires a methodical, phased approach that
acknowledges both the significant potential and inherent risks of technological integration.
Leading law companies are adopting bounded domain strategies that begin with clearly defined,
lower-risk areas of legal work before expanding to more complex applications.

The initial implementation phase typically focuses on high-volume, routine tasks where success
metrics are quantifiable and error impacts are manageable. Document review, basic contract
analysis, compliance monitoring, and administrative or legal operations tasks provide optimal
starting points. These domains allow law companies to refine agent capabilities, develop quality
assurance protocols, and establish customer confidence without exposing stakeholders to
significant risks.

Law companies are well-positioned, via their process and advisory arms, to ensure that existing
and messy processes are first cleaned up prior to automating. This is performed via process
review and lean process design, including steps to clearly identify points of the work lifecycle that
would benefit significantly from intelligence or automation. This ensures that any future state work
is not only more efficient in general, but also integrated with technology and intelligence at the
most critical points in the matter.

The transition period incorporates human-in-the-loop frameworks that ensure human lawyers
maintain oversight and decision-making authority over agent outputs. This hybrid approach
serves multiple strategic purposes: it provides quality assurance during the learning phase, builds
customer trust in the new delivery model, and creates continuous feedback mechanisms that
allow human experts to train and improve agent performance through real-world legal guidance.

Critical to long-term success requires agent-augmented law companies to establish sophisticated
knowledge management systems, maintain current legal databases, and create feedback loops
that enable agents to learn from both successful outcomes and areas requiring improvement.
While this infrastructure investment represents significant upfront costs, most law companies
have already identified and invested in these competitive advantages to drive operational
efficiencies over time.
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Accountability frameworks become essential in agent-augmented environments. Law companies
must establish clear protocols defining responsibility for agent outputs, quality monitoring and
maintenance procedures, and processes for addressing errors or suboptimal outcomes. These
frameworks must satisfy both internal risk management requirements and external regulatory
expectations, particularly given the evolving regulatory landscape surrounding Al applications in
legal services.

Competitive Implications: Reshaping Market Dynamics

Agent augmentation provides law companies with substantial competitive advantages over both
traditional law firms and other alternative service providers. Traditional law firms, constrained
mostly by their partnership structures and billable hour economic models, face significant
challenges in adapting to agent-augmented service delivery without fundamentally disrupting
their existing business models.

The competitive advantage extends beyond cost considerations to encompass service delivery
capabilities. Agent-augmented legal services can offer consistency, speed, and availability that
human-only models cannot match. When corporate legal departments require rapid contract
analysis or simultaneous review of extensive document collections, agent-augmented providers
can deliver results within timeframes that would require substantially longer periods using
traditional approaches.

This technological advantage is accelerating the migration of certain types of work from
traditional law firms to law companies. Corporate legal departments that previously maintained
hesitation about moving work away from established law firms are increasingly recognising that
agent-augmented law companies can deliver superior results at substantially lower costs for
specific pockets of analysis and investigations work.

Most significantly, agent augmentation reinforces law companies' position within the broader
legal ecosystem. Rather than competing primarily on cost with other alternative providers, agent-
augmented law companies can compete on value, capability, and innovation. This positioning
elevates law companies from cost-reduction alternatives to strategic partners that enhance legal
department capabilities in ways that traditional providers cannot replicate.
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Challenges: Navigating Implementation Complexities

Despite the substantial potential, agent augmentation presents significant challenges that law
companies must address systematically and proactively. Regulatory uncertainty represents the
primary concern. Legal regulatory bodies continue developing rules and frameworks for Al
applications in legal services, and technological advancement often outpaces regulatory
guidance development. Law companies must navigate this uncertainty while building compliant,
defensible service delivery models.

Quality assurance mechanisms present both technical and business challenges. Agents can
process information at unprecedented speed and scale, but ensuring accuracy, appropriate legal
judgment, and adherence to professional standards requires sophisticated oversight systems.
Law companies must invest in area-specific senior legal experts to quality control technologies
and processes at scale to identify and correct errors. In this particular area, law companies may
begin to resemble law firms with respect to the type, pedigree, and expertise of lawyers at the top
of the food chain to drive success.

This type of talent transformation creates both immediate and long-term human resource
considerations. Law companies must retain legal expertise necessary to oversee and improve
agent performance while developing new competencies in Al management, quality assurance,
and human-agent collaboration. This requirement often necessitates significant investment in
training existing personnel while recruiting professionals with hybrid legal-technical backgrounds.
In essence, law companies must invest more than others to build 'T-shaped' legal teams.

Customer acceptance also presents complex challenges beyond technical capability
considerations. Many legal departments, particularly those in heavily regulated industries,
maintain caution regarding Al or Al-enabled legal services. Building customer confidence requires
exceptional output quality supported by transparent communication, clearly defined Al
capabilities and limitations, robust quality assurance demonstrations and metrics, and, often,
gradual implementation approaches that allow customer to experience benefits while maintaining
comfort with service delivery models.

The implementation path requires balancing innovation with prudence, technological capability
with regulatory compliance, and efficiency gains with quality assurance standards. Law
companies that successfully navigate these challenges will likely emerge as leaders in the next
evolution of legal services delivery, while those failing to adapt effectively will risk displacement
by more innovative competitors.
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Conclusion

Law companies have become integral to the modern legal services market, offering innovative
and cost-effective solutions that complement the work of traditional law firms and corporate legal
departments. By leveraging the expertise and capabilities of law companies, legal departments
can achieve significant cost savings, improve efficiency, and enhance their overall effectiveness.
As the legal industry continues to evolve, the role of law companies is likely to become even more
prominent, driving further innovation and transformation in the delivery of legal services.

Agent augmentation represents more than incremental improvement to existing law company
models. It constitutes a fundamental transformation that addresses the macro-economic
challenges facing corporate legal departments while creating new possibilities for legal service
delivery. For general counsel struggling with the cost curve challenges outlined throughout this
analysis, agent-augmented law companies may provide the strategic solution necessary to
achieve sustainable legal department economics while maintaining service quality and risk
management standards.

The transformation is already underway across leading law companies. The critical questions
centre on which organisations will successfully lead this evolution and which corporate legal
departments will recognise and capitalise on the strategic advantages that these leading law
companies and legal services provide.
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