Corporate Endorses - Legal Outsourcing

In the February 2011 ABA Journal, an article was focused specifically on an acquisition by Thomas Reuters, owner of the West Legal Publishing Business and one of the largest publishing companies in the world.  Thomas Reuters acquired an Indian based legal process outsourcing company known as Pangea3.  This acquisition occurred November, 2010.  ABA Journal suggested that this acquisition by a major global legal publisher validates the sustainability of the legal process outsourcing model.  The LPO industry continues to grow at a rapid pace, and 
LPOs generally have grown based on a business model rather than a traditional law firm model.  

There are positive aspects for the law firms in this continuing development of the legal process outsourcing model.  Many of the lead providers of LPO services have indicated that their largest clients are the law firms that are recognizing the changes in the delivery of legal services.  Those changes are represented by the search for lower prices for commoditized legal services but no hesitation to pay the high fees for the specialized legal services that every client needs from time to time.

The efforts to grow a business model based upon identifying an easier delivery of commoditized services is not new.  The law firms that have often specialized on repetitive work at low prices are still in the market.  This type of law firm from several decades ago may have been the forerunner for the current growth of the legal growth of the legal process outsourcing.  But according to those in the LPO industry, many clients may not notice where the work is performed.   Clients are beginning to not care if the service is delivered from India or the United States or the Philippines or Israel; as long as the service is provided efficiently and at acceptable quality levels.

In the February 2011 Corporate Counsel magazine, an article was written on the escalation of outsourcing by the major firms in the United Kingdom.  In fact, the trend has become so strong that the Solicitor’s Regulation Authority may be issuing guidelines on outsourcing in its official handbook to its lawyers in the United Kingdom.  But the UK outsourcing is not always to India.  In November, the global law firm CMS Cameron McKenna approved the outsourcing of their firm’s back office support departments to a US based legal process outsourcing company known as Integreon.  Cameron’s outsourcing of its back office operations is reported to be the first incident where a UK law firm outsourced its entire back office function to an outsource provider.  And even though the outsource provider has established a presence in the Cameron’s UK office, it reportedly will save as much as 15% of the costs associated with the back office operations.

The large global law firms are taking pre-emptive measures in the legal process outsourcing world.  For example, the law firm of Baker McKenzie has established its own offshore service center in the Philippines and the law firm of Clifford Chance has established its own offshore service center in India. The separate offshore service centers function and operate as solely-owned subsidiaries of the law firms for the purpose of handling the commoditized and lower priced legal work for their clients.

Even US firms have taken this approach by establishing legal centers in its own cities to handle large commoditized work for its larger Fortune 500 clients but at rates that would normally be held for paralegal work even though the clients will be receiving junior to mid-level associate support.

This column continues to focus on the legal process outsourcing industry.  For good reason.  The consolidation of the LPO operations that are supported by global corporations to smaller law firms in countries such as India will continue to expand and become a part of the law firm service equation to better serve the client’s needs.  The clients (CLOs) are actually demanding this type of service, and the law firms are listening.
