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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

· Revenue for the Law Firms industry in Canada is expected to expand in 2021 despite the ongoing COVID-19
(coronavirus) pandemic due to strong demand for industry services. For more detail, please see the Current
Performance chapter.

· Strong performance in key major markets such as finance and insurance have maintained industry growth during
the coronavirus pandemc. For more detail, please see the Major Markets chapter.

· Industry profit is projected to remain steady in 2021 as law firms adapt to remote working conditions and cut
unnecessary operating costs. For more detail, please see the Cost Structure Benchmarks chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Law Firms industry in Canada comprises offices of legal practitioners, such as lawyers, barristers and solicitors,

primarily engaged in the practice of law. The industry’s establishments provide expertise in a range of areas of law,
such as criminal, corporate, family and estate, patent, real estate and tax.

Major Players There are no major players in this industry

Main Activities The primary activities of this industry are:

Corporate law services

Criminal law services

Family law services

Estate law services

Intellectual property law services

Real estate law services

Tax law services

Commercial law activities

Personal injury activities

Property law services

The major products and services in this industry are:

Commercial law services

Civil negligence, personal injury and criminal law services

Labour and employment law services

Real estate law services

Other services
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Supply Chain

SIMILAR INDUSTRIES

Investment Banking & Securities
Dealing in Canada

Accounting Services in Canada Tax Preparation Services in
Canada

Management Consulting in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Law Firms in the US Conveyancing Services in the US Immigration Lawyers & Attorneys Trademark & Patent Lawyers &
Attorneys

Personal Injury Lawyers &
Attorneys

Family Law & Divorce Lawyers &
Attorneys

Online Legal Services Legal Services in Australia

Attorneys in China Legal Activities in the UK Legal Services in New Zealand Legal Activities in Ireland
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Industry at a Glance
Key Statistics

$15.7bn
Revenue

Annual Growth

2016–2021

2.8%

Annual Growth

2021–2026

1.2%

Annual Growth

2016–2026

 

$3.8bn
Profit

Annual Growth

2016–2021

2.6%

  Annual Growth

2016–2021

 

24.4%
Profit Margin

Annual Growth

2016–2021

-0.2pp

  Annual Growth

2016–2021

 

34,271
Businesses

Annual Growth

2016–2021

0.6%

Annual Growth

2021–2026

0.7%

Annual Growth

2016–2026

 

80,076
Employment

Annual Growth

2016–2021

2.9%

Annual Growth

2021–2026

1.4%

Annual Growth

2016–2026

 

$5.8bn
Wages

Annual Growth

2016–2021

2.4%

Annual Growth

2021–2026

1.4%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

4.4%
Demand from finance and
insurance

10.4%
Corporate profit

0.7%
Number of businesses

-0.8%
Crime rate

 
Industry Structure

POSITIVE IMPACT

  Revenue Volatility
Low   Capital Intensity

Low

  Concentration
Low   Industry Globalization

Low / Increasing

MIXED IMPACT

  Life Cycle
Mature   Regulation & Policy

Medium / Steady

  Technology Change
Medium   Competition

Medium / Increasing

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Barriers to Entry

Low / Steady

 

Key Trends

 Technology has streamlined costs and improved productivity

 Steady revenue growth has led to an increase in the number
of establishments

 While total wages have increased, wages for new lawyers
have been volatile

 The Canadian legal market is undergoing changes

 Canada has experienced a series of major international law
firm mergers

 An increase in corporate profit is projected to propel industry
revenue growth

 Demand for industry legal services has been facilitated by
restructurings, secondary offerings and other capital market
activity



Law Firms in Canada November 2021

8 IBISWorld.com

Products & Services Segmentation

 
Major Players

There are no major players in this industry
SWOT

STRENGTHS

  Low Imports

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

  High Revenue per Employee

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Barriers to Entry

  Low & Steady Level of Assistance

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Performance Drivers

  Crime rate

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Demand from finance and insurance
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Executive Summary Final verdict: Demand for legal services will likely be spurred by broader
economic recovery

The Law Firms industry in Canada has undergone strong growth, with revenue projected to expand at an annualized
rate of 2.8% to $15.7 billion over the five years to 2021. Demand for industry legal services has been facilitated by
restructurings, secondary offerings and other capital market activity. This has benefited the industry's top firms,
which receive the bulk of their revenue from corporate clientele. In addition, the industry's small- and medium-sized
players benefited from a rise in Canadian business formation, which has expanded the overall pool of potential legal
clientele. Lastly, strong growth in Canada's real estate market for much of the five-year period has bolstered
demand for firms specializing in real estate law.

Industry revenue growth has faced various obstacles over the five-year period. Developments in technology, such
as the emergence of online legal databases and research and preparation tools, have helped shift client
preferences. Over the past five years, large corporations have also increasingly opted to pursue legal matters
through in-house attorneys rather than consulting industry firms. These trends have disrupted industry revenue
streams and put pressure on the fees law firms charge for their services. The collapse of commodity prices during
the beginning of the period threatened the profit and corporate expenditures of Canadian energy, mining and natural
resource companies, thus tempering demand for Canadian corporate legal services. More recently, the COVID-19
(coronavirus) pandemic has presented challenges and opportunities to law firms, whose services have seen high
demand across the economy. As a result, the industry is anticipated to have maintained growth during the pandemic
despite broader economic disruptions. The industry is projected to grow 3.8% in 2021 alone, with industry profit
remaining strong as demand from corporate and financial clients remains elevated.

Overall, many of these trends are expected to continue over the five years to 2026. Given Canada's abundant
natural resources and sophisticated legal market, demand for legal services will likely be spurred by broader
economic recovery. As strong anticipated growth continues, rising corporate profitability and favourable financial
conditions are projected to benefit industry operators. Overall, IBISWorld forecasts that revenue will increase an
annualized 1.2% to $16.7 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Corporate profit

Companies are expected to engage in high-cost litigation when corporate profit is high. Furthermore, strong
corporate profit stimulates initial public offerings, merger and acquisition activity and capital raisings, which all
require the services of law firms. Corporate profit is expected to increase in 2021.

 

Number of businesses

The major market for law firms in Canada is the business and corporate sector. An increase in the number of
businesses with employees will lead to an increase in work for law firms. The number of businesses is expected to
increase in 2021 after declining the previous year, representing a diminishing threat to the industry.

 

Demand from finance and insurance

The finance and insurance sector is one of the largest users of legal services, either for itself or on behalf of third
parties. To protect their business interests and meet regulations, business and corporate clients turn to lawyers who
have expertise in corporate and business laws, thus increasing demand for legal services. Demand from the finance
and insurance sector is expected to increase in 2021, representing a potential opportunity for the industry.

 

Crime rate

A decrease in the rate of reported crimes leads to lower demand for legal professionals. However, criminal law is
estimated to account for less than 5.0% of industry revenue. Therefore, a decline in the Canadian crime rate will
only marginally reduce overall industry demand. The crime rate is expected to decline in 2021.
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Current
Performance

The Law Firms industry in Canada provides expertise on a range of legal
issues, including criminal, commercial, tax, intellectual property and real
estate law.

Industry operators include sole proprietors or practitioners specializing in one particular type of law, as well as
international law firms, which offer full legal services and can employ more than 500 attorneys. Overall, industry
revenue is expected to increase at an annualized rate of 2.8% to total $15.7 billion over the five years to 2021,
though this includes a projected increase of 3.8% in 2021 alone as industry growth remains steady despite the
economic challenges posed by the ongoing COVID-19 (coronavirus) pandemic.

Industry demand has largely been driven by the expansion of the overall Canadian economy during much of the
five-year period, which increased business spending on legal services, especially those related to capital market
activities. In addition, the total number of businesses in Canada has expanded 0.7% over the past five years,
keeping the pool of clientele for industry law firms growing as businesses are continuously in need of legal services
relating to tax, title, employment and other common commercial concerns. The collapse of commodity prices during
the beginning of the period negatively affected much of the Canadian economy in 2016, however, with mining,
energy and other resource-reliant businesses particularly hurt. The industry posted tepid growth this year, eventually
resuming steady expansion over the remainder of the period. In 2020, despite broader economic disruptions due to
the COVID-19 pandemic the industry is expected to have grown 3.2%, with performance driven by strong demand
from areas such as bankruptcy, corporate restructuring, regulatory compliance, insurance and finance. In 2021
improving economic conditions are expected to maintain steady performance as the broader economy continued to
recover.

STRAINED MARGIN

In 2021, industry profit, measured as earnings before interest and taxes, is
expected to comprise 24.5% of revenue.

While remaining strong, profit is expected to have marginally declined during the five-year period, down from 24.6%
in 2016. This is largely the result of revenue remaining relatively steady and above the growth of industry wages.
Total wages are projected to increase an annualized 2.4% to $5.8 billion over the five years to 2021. During the five-
year period, a growing number of law firms have outsourced a variety of labour intensive, but noncritical legal tasks
at a fraction of the standard hourly rate for an associate.

Relatively steady revenue growth and streamlined costs have led to an increase in the number of industry
establishments. The number of establishments is estimated to increase at a slight annualized rate of 0.2% to 35,164
locations over the five years to 2021. However, much of this growth is due to a rise in sole practitioners. According
to Statistics Canada data and IBISWorld estimates, more than half of law firms (53.3%) are currently structured as
nonemployers or sole practitioners in 2026.
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During the five-year period, an expansion in core practices related to real estate law and other highly cyclical
commercial legal services helped drive demand for legal services. Additionally, demand for legal advisory work for
corporate deal-making, which includes mergers and acquisitions (M&As) and initial public offerings (IPOs) have
seen growth. The Canadian IPO market was tested in 2016, as slowing growth in emerging economies led to falling
demand for commodities such as coal and copper, and declines in the world prices of oil and gas. This hampered
the mining and oil sectors, tempering IPO market activity in Canada and representing the smallest IPO market in
nearly two decades. However, IPO activity along with merger deals increased during the close of the current period,
benefitting industry operators.

The pandemic disproportionately affected the different industry players depending on the type of practice and the
scope of legal services offered. For example, personal injury claims fell due to stay-at-home orders and fewer traffic
accidents, etc., while a booming housing market and tenant issues drove demand for real estate lawyers. Labour
and employment litigation related to pandemic workplace issues in addition to various class action lawsuits
prompted by the pandemic have presented novel opportunities and challenges to Canadian law firms.

OTHER OBSTACLES

Over the five years to 2021, technology may have streamlined costs and
improved productivity, but it also created competition, pressured legal
fees and tilted purchasing power in favour of legal clients.

User-friendly, lower-cost legal tools such as online legal document drafting services have created generic legal
solutions for common services, such as wills and employment agreements, pressuring small law firms that have
historically relied on these services for income. Technology has made the legal process more transparent,
identifiable and less complex. This phenomenon, known as the disaggregation and commoditization of legal work,
has constrained more robust industry growth. As a result, more corporations are attending to legal matters through
in-house attorneys rather than hiring outside legal firms, further constraining industry revenue, especially for the
industry's largest operators. Additionally, technology has created a better-educated class of consumers, who are
increasingly choosing legal representation based on considerations of value as opposed to prestige.

While total wages have increased during the period, wages for new lawyers have been volatile. This increase was
fuelled by a gradually expanding Canadian economy and rising business optimism. One factor contributing to
industry wage pressures is the recent buildup of new lawyers in Canada, which has created an ample supply of
qualified employees. Additionally, in recent years law firms in the United States have increased efforts to attract
Canadian talent by offering relatively higher salaries. Trends such as this are projected to persist over the coming
years and will likely keep wage growth steady over the five years to 2026. The average wage of new lawyers has
increased over the past five years due to the growth in wages outpacing growth in both employment and revenue.
Overall, in 2021, the average worker in the industry is expected to be paid $72,202 a year.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Crime rate
(Crimes per

100,000
people)

2012 11,666 7,036 31,506 28,728 60,670 N/A N/A 4,065 N/A 6,466
2013 12,323 7,674 32,724 30,129 61,768 N/A N/A 4,316 N/A 5,982
2014 12,872 8,058 33,925 31,407 63,498 N/A N/A 4,504 N/A 5,793
2015 13,610 8,521 34,751 32,397 66,559 N/A N/A 4,845 N/A 5,934
2016 13,710 8,699 34,821 33,221 69,559 N/A N/A 5,127 N/A 5,987
2017 14,044 8,884 35,089 33,809 71,948 N/A N/A 5,275 N/A 6,056
2018 14,417 9,052 35,333 34,156 73,366 N/A N/A 5,356 N/A 6,152
2019 14,697 9,551 35,002 34,218 75,790 N/A N/A 5,505 N/A 6,492
2020 15,166 9,520 34,956 34,252 77,711 N/A N/A 5,603 N/A 5,856
2021 15,736 9,900 35,164 34,271 80,076 N/A N/A 5,782 N/A 5,748
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Industry Outlook
Outlook Improvements in investment activity, corporate profit and overall

economic performance are expected to drive demand for the Law Firms
industry in Canada over the five years to 2026.

IBISWorld forecasts that revenue will increase an annualized 1.2% to $16.7 billion over the next five years. Given
Canada's abundant natural resources and sophisticated legal market, demand for legal services will rely on
international investment and trade. Robust economic recovery from the disruptions created by the COVID-19
(coronavirus) pandemic is expected to bolster industry performance as the business and financial sectors continue
to expand. Profitability is expected to recover following the eventual resolution of the pandemic over the next five
years. However, the commoditization of legal work and the ever-growing willingness of large businesses to attend to
their legal affairs in-house rather than consulting outside legal counsel will continue to pose a threat to the industry.

CONSOLIDATION AND SLOWING INDUSTRY PARTICIPATION

Canada experienced a series of major international law firm mergers over
the past five years.

For large legal firms, mergers offer a simple route to revenue growth and are less costly than opening new offices
and hiring new attorneys and support staff. Major foreign players are increasingly entering the Canadian legal
market, primarily for the purpose of taking advantage of the country's generally stable economic growth, increasing
real estate market and abundant supply of natural resources. For example, in 2013, prior to the beginning of the
current period, the mega-merger that occurred between SNR Denton, a multinational law firm headquartered in the
United States and the United Kingdom, France-based Salans LLP and Canada-based Fraser Milner Casgrain,
created yet another international legal powerhouse with extensive operations in Canada, now recognized as
Dentons Canada LLP. More recently, in 2016, one of Canada's largest international law firms, Gowling Lafleur
Henderson LLP, merged with the UK-based firm Wragge Lawrence Graham & Co to form present day Gowling
WLG.

Canadian law firms have generally opted to expand internationally through establishing partnerships with law firms
located in other countries. As client corporations continue to go global, law firms will follow suit by establishing legal
teams abroad. The Canadian legal market is undergoing changes, with more mergers and acquisitions expected to
take place over the next five years. However, due to low barriers of entry and more than half of establishments being
composed of sole proprietors and nonemployers, IBISWorld expects the total number of establishments to grow an
annualized 0.7% to 36,482 locations over the five years to 2026. With corporate profit anticipated to remain strong
over the next five years following the conclusion of the coronavirus pandemic, this is expected to support industry
demand. This promotes an influx of sole practitioners seeking to start their own business.

REVENUE GROWTH

An increase in corporate profit and a stricter regulatory environment are
projected to propel industry revenue growth over the next five years.

In addition, improving investor confidence will stimulate corporate activity in capital markets, including mergers and
acquisitions, initial public offerings and capital structuring, thus improving revenue for major corporate law firms that
specialize in these practices in particular. However, as companies continue to shop for outside legal counsel based
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upon value over prestige, corporate litigation will foster little in terms of overall industry revenue growth. Moving
forward, a positive factor for the industry will be the influx of new laws and regulations, such as financial regulatory
legislation, which will aid industry revenue as businesses struggle to comply with new laws and standards.

As a result, profit, measured as earnings before interest and taxes, is projected to rise over the next five years,
increasing from 24.5% of revenue in 2021 to an estimated 25.2% in 2026. As wages are forecast to rise an
annualized 1.4% to $6.2 billion over the next five years, wages as a share of industry revenue are projected to
remain relatively stable moving forward, providing greater opportunities for maintaining strong profitability. Similar to
most industries belonging to the professional services sector, wages represent the largest cost for industry law firms.
Attorneys are highly educated and employees often specialize in legal subsectors, which requires further experience
and expertise. However, an ample supply of lawyers will also keep average wages from increasing at an overly rapid
rate.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Crime rate
 (Crimes per

100,000
people)

2021 15,736 9,900 35,164 34,271 80,076 N/A N/A 5,782 N/A 5,748
2022 16,090 10,130 35,590 34,688 81,891 N/A N/A 5,913 N/A 5,640
2023 16,293 10,303 35,843 34,944 83,120 N/A N/A 5,998 N/A 5,532
2024 16,395 10,354 36,022 35,126 83,944 N/A N/A 6,054 N/A 5,424
2025 16,564 10,586 36,252 35,348 84,945 N/A N/A 6,124 N/A 5,316
2026 16,735 10,696 36,482 35,567 85,938 N/A N/A 6,194 N/A 5,208
2027 16,903 10,800 36,758 35,829 86,897 N/A N/A 6,261 N/A 5,099
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The number of industry operators is growing at a slower pace than revenue

Despite technological innovation, the industry is heavily reliant on labour

Industry markets are well-established and are not expected to change

According to IBISWorld, the Law Firms industry in Canada is in the mature stage of its economic life cycle. Over the
10 years to 2026, industry value added (IVA), which measures an industry's contribution to the overall economy, for
the domestic Law Firms industry, is expected to grow an annualized 2.1%. During the same 10-year period,
Canadian GDP is expected to increase at an annualized rate of 1.9%. Growth generally in line with or below
Canadian GDP is typical of a mature industry. Furthermore, the industry's mature status is strongly indicated by the
recent wave of mergers and acquisitions between many Canadian and international firms, such as the merger of
Ogilvy Renault LLP and Norton Rose, thereby indicating saturation in the domestic market. IBISWorld expects a
slow increase in the number of industry operators, with the number of enterprises rising at an annualized rate of
0.7% to 35,567 firms over the 10 years to 2026.

Despite technological advancements that make research and communication easier, the industry will always rely
heavily on labour. Technology will also have a significant effect on the industry through the creation of complex legal
issues, such as privacy, online contracts and intellectual property. However, few industry operators will have access
to the high-profile cases that are expected to occur.

Demand for legal services will remain steady because property disputes, business activity and criminal justice
require a legal framework. The industry also helps define and regulate important aspects of business and
government activity and various aspects of personal conduct. Although these factors make the law increasingly
dynamic and create new areas of growth, few new markets and customers will emerge.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Finance and Insurance In Canada

Real Estate and Rental and Leasing In Canada

Public Administration in Canada

Agriculture, Forestry, Fishing and Hunting In Canada

Construction In Canada

Utilities In Canada

Manufacturing In Canada

Consumers in Canada

Transportation and Warehousing In Canada

Key Selling Industries
1st Tier

Internet Service Providers in Canada

Office Supply Stores in Canada

Commercial Leasing in Canada

2nd Tier

Office Stationery Manufacturing in Canada

Computer Manufacturing in Canada

Office Furniture Manufacturing in Canada

Products & Services

  In 2021, business and commercial law is estimated to account for 41.4% of
revenue for the Canadian Law Firms industry.

Practices in this area comprise financial deal-making and structuring, such as merger and acquisition activity; capital
raisings involving debt and equity markets; activities relating to initial public offerings; legal services associated with
private equity transactions that include leveraged buyouts; and the securitization of credit derivatives. Commercial
activities are cyclical and depend on the health of the economy and the level of investor optimism. Over the five
years to 2021, revenue from financial deal-making has vacillated, as the Canadian initial public offering market has
been heavily tied to overall economic performance. Alternatively, revenue from corporate litigation, which comprises
nearly one-third of this product segment, has stagnated as corporations increasingly rely on in-house attorneys.
Nevertheless, this segment's share of industry revenue has increased over the five years to 2021 in relative terms
following increased M&A activity and relative declines in other segments. During the COVID-19 (coronavirus)
pandemic, this segment has performed well as corporate clients require industry services for mergers and
assistance navigating the operating challenges presented by the pandemic.

CIVIL NEGLIGENCE, PERSONAL INJURY AND CRIMINAL LAW SERVICES

In 2021, an estimated 17.6% of industry revenue comes from civil
negligence, personal injury and criminal law practices.

The most common civil negligence suits are personal injury claims, which are filed for incidents such as traffic
accidents, workplace accidents, assaults, accidents in the home, defective product-related accidents and medical
malpractice. While civil negligence and personal injury law practices have experienced a rise in demand over the
past five years, criminal law services tend to fluctuate in more direct correlation with Canada's crime rate. Overall,
this segment has decreased as a share of industry revenue over the past five years.
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REAL ESTATE LAW SERVICES

Real estate law, or services pertaining to property transactions, are
expected to account for 9.5% of industry revenue in 2021.

Firms in this segment protect the legal rights of their clients relating to ownership of both private and public property.
Under common law, real property or realty is considered to be land, any buildings on that land, as well as any
mineral deposits under the land and/or anything permanently attached to the land or buildings. Over the past five
years, this segment's share of total industry revenue has grown.

LABOUR AND EMPLOYMENT LAW SERVICES

In 2021, legal services related to labour and employment law account for
an estimated 6.4% of industry revenue.

Employment law encapsulates a variety of topics, including employee pensions and benefits, discrimination and
sexual harassment, while labour law focuses on contract disputes. Over the five years to 2021, this segment has
also remained stable as a share of industry revenue. Due to the workplace challenges posed by the COVID-19
pandemic, this segment is expected to have risen in recent years.

OTHER SERVICES

Constituting an estimated 25.1% of revenue in 2021, other services
provided by law firms include wills, estates and trusts; family law, which
relates to suits involving paternity, custody and divorce; arbitration and
mediation; legal research and document services; and copyright law.

Different factors drive these activities. For example, an increase in the average age of the Canadian population
affects wills and estate activity. In the long term, demand for wills and estate activity is anticipated to increase as
more baby boomers reach retirement age.

Demand
Determinants

Demand for the legal services provided by the Law Firms industry in
Canada depends on the overall economic and business environment and
is affected by a variety of other factors, including commercial, property
and personal injury issues.

Clients demand legal services to deal with banking and finance law, family law, wills and probate, criminal law,
intellectual property and industrial relations. The COVID-19 (coronavirus) pandemic has presented various
challenges and opportunities for industry operators depending on the legal services offered.

Economic performance

Operators generate a significant proportion of revenue from commercial entities by performing services related to
initial public offerings (IPOs), merger and acquisition (M&A) activity, capital raisings and leveraged buyouts. These
activities trend closely in line with the business cycle. Therefore, industry demand depends on the strength of the
economy, particularly within the finance sector. Law firm services are also required for company restructuring,
insolvency and bankruptcy, which affect businesses during economic downturns. However, these countercyclical
practices do not entirely offset losses in other areas during a recession.

The state of the global economy also affects demand for legal services because many Canadian firms have
operations overseas and because more international companies are investing in Canada. Strong economic growth
and political stability often correlate with higher levels of IPO and M&A activity, increasing demand for legal services.
Increasing globalization over the past few decades has and will continue to boost demand for international legal
services. While this trend is also projected to continue over the five years to 2026, growth in legal outsourcing is
anticipated to slightly minimize revenue growth from run-of-the-mill international services.

Regulations

Changes to legislation affect demand for legal services, especially within a commercial environment. Changes in
regulations occur in nearly every downstream industry, from financial services to mining. Generally, changes to laws
and regulations increase demand for the services of industry law firms since clients require expertise to interpret and
comply with the changes.

Criminal activity
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Demand for legal services is affected by the level of criminal activity in Canada and the number of prosecutions.
Since peaking in 1991, the crime rate in Canada has generally been decreasing, expected to reach its lowest point
since 1972. According to Statistics Canada's Uniform Crime Reporting Survey and IBISWorld estimates, the overall
crime rate in Canada is expected to marginally decline over the five years to 2021. Declining crime can negatively
affect industry revenue, as criminal defence attorneys in Canada normally charge more than $4,700 for a one-day
trial, according to a 2016 Canadian Lawyer magazine survey (latest data available).

Major Markets

  The Law Firms industry in Canada provides a broad range of services to
various types of clients, including businesses and corporate clients,
households and government clients.

  Corporate and government law commands higher fees due to its extreme complexity. The work often requires large
firms that have ample capacity and specific skill sets. Many corporations that require commercial law services must
choose between an in-house legal team and an outsourced legal team. When they need specialization, companies
often use a combination of both.

BUSINESS AND CORPORATE CLIENTS

Accounting for the largest share of industry revenue in 2021, business
and corporate clients use legal services for initial public offerings (IPOs),
mergers and acquisitions and capital structuring.

Finance and insurance account for 21.4% of industry revenue, followed by technology and pharmaceutical
businesses claiming 17.5%, property and development businesses 11.2%, energy sector businesses 7.4%, and all
other business and corporate clients 8.5%. To protect their interests and meet regulations, business and corporate
clients turn to lawyers who have expertise in corporate and business laws. Lawyers assist their clients in starting
their company, renewing business contracts and maintaining daily business activities.

Corporate legal services are both cyclical and countercyclical. For example, during Canada's economic downturn in
2009, many businesses sought legal advice relating to restructuring, bankruptcy and insolvency. Bankruptcy laws
help organizations and individuals who are no longer able to pay their creditors by liquidating their assets to pay
their debt or by creating a repayment plan. During the COVID-19 (coronavirus) pandemic, demand for services from
this overall segment has been mixed depending on the industry. For example, booming housing and financial
markets have increased demand for relevant legal services in these subsegments. Additionally, various challenges
throughout the business sector have created demand for lawyers to navigate the many financial and operating
difficulties presented by the pandemic.

During periods of economic growth, industry operators experience demand growth for other corporate legal services,
such as capital structuring and intellectual property (IP) litigation. As the Canadian economy improved following the
afore-mentioned recession, the industry experienced an uptick in IP revenue, with companies beginning to spend
more on research and development. For example, the province of Ontario is home to many technology industries,
including computer hardware and software manufacturers, information technology, communications and life
sciences companies. IP and patent protection are essential to the success of these downstream markets.

Demand for the industry's corporate litigation services, which account for a large portion of business client revenue,
has remained relatively stable over the past five years, as large corporations waited to shore up their balance sheets
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before pursuing costly litigation. Moreover, businesses in both Canada and the United States are increasingly
relying on nontraditional legal aid, including legal process outsourcing and consulting firms. In 2021, however, this
combined segment is projected to marginally decrease as a share of industry revenue due to the ongoing
coronavirus pandemic.

HOUSEHOLDS

While households in Canada account for a high share of work volume, the
majority of these cases are neither complex nor specialized, subsequently
resulting in lower prices for this segment.

Many individuals seek to resolve noncriminal disputes such as divorce, child custody, damage for personal property
and other issues with lawyers. Over the five years to 2021, rising Canadian disposable income levels during most of
the period have enabled both households and individuals to more readily afford outside legal counsel such as the
counsel offered by industry operators. Consequently, IBISWorld estimates revenue derived from households will
comprise 26.7% of industry revenue in 2021, with this segment expected to experience growth over the year despite
the coronavirus pandemic due to the simple nature of this segment's services and the fact that prices in this
segment are lower compared with the business and corporate clients segment.

GOVERNMENT AND NONPROFIT CLIENTS

Canadian provincial and municipal governments occasionally hire outside
legal counsel under special situations that require specialized legal
experience.

Various Canadian government agencies, such as the Office of the Director of Public Prosecutions, for example, can
contract private lawyers such as those operating in this industry to aid in the federal prosecutions. Plus, other
departments and agencies, such as the Canada Revenue Agency and Natural Resources Canada, can employ
outside legal counsel. Overall, the government and nonprofit market is estimated to account for the remaining 7.3%
of industry revenue in 2021, and is expected to have increased as a share of revenue over the five years to 2021.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Although trade does not technically occur in the Law Firms industry in Canada due to the service-based nature of
legal activities, many of the largest law firms have offices across the world. Nevertheless, the vast majority of law
firms operate only in the domestic market.
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Business
Locations

  The distribution of establishments in the Law Firms industry in Canada generally follows the distribution of the Canadian
population, with increased establishment density in proximity to major markets, including financial service companies, large
corporations and government clients. As a result, Ontario, British Columbia, Quebec and Alberta have the highest concentrations
of law firms.

Ontario accounts for an estimated 42.6% of industry establishments in 2021. Toronto is not only a political capital of Ontario, but it
is also considered to be the commercial capital of Canada. Toronto's Bay Street is a hub for Canadian financial services
companies. It is also home to many of the industry's largest full-service corporate law firms, as these companies are commonly
located close to downstream clients.

British Columbia has the second-highest concentration of law offices, accounting for an estimated 18.2% of industry
establishments in 2021. Quebec has the third-largest share of law offices, accounting for an estimated 15.9% of industry
establishments. Lastly, Alberta accounts for an estimated 13.2% of industry locations in 2021. Similar to Ontario, all three of these
provinces are heavily populated and have a high concentration of businesses requiring legal services.



Law Firms in Canada November 2021

22 IBISWorld.com



Law Firms in Canada November 2021

23 IBISWorld.com

Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Law Firms industry in Canada is highly fragmented and is composed of a few large law offices, several midsized
firms and numerous small and sole-proprietor practices, also referred to as nonemployers. In 2021, the top four
industry operators are expected to account for 12.4% of industry revenue, with no one firm coming in at 5.0% or
more of the market. IBISWorld expects industry concentration for the domestic Law Firms industry to increase over
time due to higher merger and acquisition activity, as the globalization of major international firms has prompted
many law firms to follow suit. In 2011, for example, the Canadian firm Ogilvy Renault LLP merged with the London-
based firm Norton Rose, resulting in one of the top 10 law firms in the world on the basis of size. Furthermore, after
numerous additional acquisitions that merged the company to its present-day Norton Rose Fulbright LLP (Norton),
the company's most recent notable merger was with the US-based Chadbourne & Parke LLP in 2017, which created
a legal practice with an estimated 4,000 lawyers worldwide. Mergers such as the Norton merger may thus serve as a
precedent for more mergers between Canadian firms seeking to expand internationally and international law firms
seeking to establish a presence in Canada.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Ability to effectively communicate and negotiate:
Lawyers must have strong communication skills to make a strong case in court. When making a settlement outside
of court, negotiation skills are crucial.

Experienced work force:
Judgments are based on precedent. Experienced lawyers tend to be familiar with previous rulings, especially
regarding large and complex cases.

Having a high prior success rate (including completed prior contracts):
Firms with a high success rate will attract more clients and be able to charge more for services.

Possession of accurate information:
Information presented in court can make or break a case. Whether through witness testimony or reliable
bookkeeping, it is critical to possess accurate information.

Having a good reputation:
An excellent reputation equates to the soaring prices commanded by high-profile firms. Likewise, strong word-of-
mouth recommendations provide business to lawyers in private practices.

Access to highly skilled workforce:
Important cases require excruciatingly long hours. A talented and flexible work force will be efficient for extended
periods of time.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes, is
expected by IBISWorld to account for 24.4% of revenue in 2021, down
marginally from 24.6% in 2016. The cost structures of operators in this
industry vary on several factors, including the size of the firm and the
types of clients served. Major law firms are able to achieve higher profit
because they often conduct high-value work for corporations. The
COVID-19 (coronavirus) pandemic has had a mixed effect on
profitability throughout the industry. Larger firms have seen profits rise
as demand for legal services pertaining to booming sectors such as
real estate and finance have delivered windfall results, while smaller
more specialized firms are expected to have seen performance drop
due to lower demand and other obstacles. The move to remote and
hybrid work arrangements have reduced operating costs for many
firms, which have also helped bolster profit during the pandemic.
Moving forward, wages as a share of industry revenue are projected to
remain steady, heralding the potential recovery of the industry's profit
margin over the five years to 2026.

 

  Wages

Industry wages are estimated to account for 36.7% of revenue in 2021,
down from marginally from 37.4% in 2016. Similar to most industries in
the professional services sector, wages are expected to account for the
largest operating expense for industry law firms. This is because
attorneys are highly educated and knowledgeable, often specializing
within a legal subsector, which requires further experience and
expertise. Work in this field also requires personal service and face-to-
face contact with clients. The movement in wages' share of revenue
over the past five years has trended upward, in line with increased
demand for legal services. Notably, wages of nonemploying lawyers
are often reported as profit, potentially skewing the appearances of the
industry's cost segments.
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  Purchases

Purchases in this industry are minimal, accounting for an estimated
1.2% of revenue in 2021. IBISWorld estimates this share has remained
low and stable over the five-year period.

 

  Marketing

Advertising costs are low, comprising an estimated 1.9% of industry
revenue in 2021. Marketing costs have remained relatively stable over
the past five years.

 

  Depreciation

Depreciation is also minimal, as this industry is characterized by a low
level of capital intensity and industry capital expenditures are generally
related to computer and office equipment. Overall, IBISWorld expects
depreciation costs to account for 1.8% of revenue in 2021.

 

  Rent

Rent and lease costs are estimated to comprise 4.8% of industry
revenue in 2021. Many law firms lease office space and larger firms
often incur higher rental costs because they are located in
geographically important regions.
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  Utilities

Utility costs are expected to comprise 1.1% of revenue in 2021. These
costs include telecommunications, electricity and gas costs. IBISWorld
expects this expenditure's share of industry revenue to have remained
stable over the past five years.

 

  Other Costs

This category is dominated by professional and business-related fees.
For example, in certain corporate legal services, such as advisory on
mergers, acquisitions and capital structuring, it is common for major law
firms to split casework with another legal firm, where one law office
operates as a chief legal aid and the other is compensated as a
consultant. Other significant expenses include insurance costs, costs
associated with the outsourcing of temporary or contract labour,
administrative expenses and travel expenses. IBISWorld expects other
costs to represent the remaining 28.1% of industry revenue in 2021.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  INTERNAL COMPETITION

Operators in the Law Firms industry in Canada predominantly compete on
the basis of service quality, so establishing a good reputation is essential
to being competitive.

Parties entering a legal dispute or requiring legal services want an outcome that favours their needs. Law firms that
reliably gain favourable outcomes for their clients are therefore able to establish a good reputation on the basis of
service quality. Major industry players consequently invest considerable resources to further both their brand
awareness and their firm's general reputation through corporate sponsorship activities, pro bono work and the
promotion of ethical work standards and practices, among other outreach activities.

Some industry participants compete on the basis of price. During periods of slow economic growth, when clients'
legal budgets are generally slashed, the price of services becomes crucial. This factor may involve setting fixed fees
or finding firms that will provide more value. Typically, price is more important for small firms and sole practitioners
compared with bigger firms, but the pandemic may force many clients to go beyond big names and opt for small
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price tags. For small, local firms that perform general legal services, price is a key basis of competition because
households account for a large share of total revenue. While households are more price-sensitive than corporations,
the work demanded from them is not as complicated or labour intensive as corporate work.

EXTERNAL COMPETITION

Competition from outside the Law Firms industry in Canada generally
comes from legal service departments or in-house legal teams in large
corporate companies.

Given the specialized nature of legal services and the fact that to perform such services, a person must be a
qualified lawyer, legal services cannot be replicated by another business or industry unless it employs qualified
personnel. Therefore, the industry competes with accounting firms and investment banks that have their own legal
service departments. Competition also comes from companies that have a general counsel or in-house legal team.
Many large corporations have a legal department and outsource legal services for nonrecurrent specialist work as
needed.

Accounting firms and human resources companies have started performing some tasks that were previously the
domain of lawyers, including some aspects of employee contracts and benefit counselling. The increasing reliance
on dispute resolution and mediation is also hampering the work of many competitors. Companies are finding it more
cost effective to settle outside of court than spend the necessary time, money and effort in litigation, which often
strains relationships with suppliers, clients and vendors.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Steady

  Barriers to entry regarding the Law Firms industry in
Canada are moderate. The capital costs of establishing
an office can be small. Small entities and single
practitioners can service a few clients and remain
profitable. Accordingly, certain fields of practice, such as
criminal, civil and family law, are largely composed of
nonemployers and small establishments.

Conversely, barriers to industry entry are higher for law
firms that specialize in corporate law. In this field,
established client relationships are necessary and
developing relationships with key clients can take years.
Some clients need a range of specialist knowledge,
thereby requiring law firms to invest in personnel that
have specific backgrounds and experience. Also, large
multinational corporate law clients often require law firms
that have a large pool of lawyers and staff to fulfill their
needs. When skilled and experienced labour is scarce,
this barrier to entry can be particularly difficult to conquer.
The process of accreditation helps signal competence in
the practice of law and also contributes to this industry's
proportionally high wage costs.

Lawyers in Canada must obtain a recognized legal
qualification and acquire membership in a provincial law
society. For example, the Federation of Law Societies of
Canada (FLSC) oversees Canada's 14 provincial and
territorial law societies and sets governing standards for
over 125,000 lawyers across all Canada. The FLSC,
through its National Committee on Accreditation
standards, assesses the legal education and professional
experience of individuals who obtained their credentials
outside of Canada or in a Canadian civil law program.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Increasing

  Operators in the Law Firms industry in Canada have generally been conservative about global expansion and have
instead focused on the domestic market. Nevertheless, globalization has been a contributing factor to mergers with
overseas law firms. As emerging markets develop, large firms are eager to establish a presence and grow their
brand there. Furthermore, firms want to be available in countries where clients operate. Failure to do so may forfeit
business with a company that has operations locally and abroad. Some large law firms are also outsourcing certain
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daily operations such as word processing to countries with lower labour costs.

Benefits of overseas expansion for the industry's law firms include exposure to growth markets and the ability to
service large companies that have operations in more than one country. Challenges associated with cross-border
law firm mergers include varying international profit levels per partner, potential conflicts of interest among clients
and technological incompatibility between entities.
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Major Companies
There are no major players in this industry

Other Companies In keeping with the Canadian Law Firms industry's low market share concentration, the majority of law firms consist
of lawyers in private practices and small firms.

Borden Ladner Gervais LLP

  Market Share: 3.7%
  Borden Ladner Gervais LLP (BLG) is the largest full-service law firm in Canada, over 750 lawyers as of 2021. BLG

was formed in 2000 from the merger of Howard, Mackie of Calgary; McMaster Gervais of Montreal; Scott & Aylen of
Ottawa; Borden & Elliot of Toronto; and Ladner Downs of Vancouver. Although the company has offices in Calgary,
Montreal, Ottawa, Toronto and Vancouver, BLG does not designate one of its offices as its headquarters because it
is governed by a national council composed of partners from across all Canada. As an integrated law firm, BLG has
expertise in commercial real estate, labour and employment, international law, tort liability, securities, intellectual
property, government and tax law. The firm commonly serves the financial services, insurance, automotive, aviation,
nonprofit, construction, energy, forestry, health and hospitality industries.

In 2002, the company further strengthened its corporate securities practice by acquiring the Calgary-based law firm
Armstrong Perkins Hudson LLP, which was the largest securities boutique in western Canada. BLG's securities and
mergers and acquisitions (M&A) practices still generate a substantial portion of firm revenue. In November 2015, for
example, BLG represented Northern Property Real Estate Investment Trust (NPR) in the purchase of a portfolio of
multifamily real estate assets from Starlight Investments, as well as the acquisition of True North Apartment REIT.
Combined, the value of these deals reached $3.0 billion.

Despite a slowdown in Canada's IPO market in 2016, an increase in debt and secondary equity offerings lead to
growth in BLG's capital markets and M&A practices. For instance, in December 2016, Borden represented
Sumitomo Corporation in the acquisition of Fyffes PLC, an international producer of food goods with various
subsidiaries across Canada. Moreover, stabilizing commodity markets in 2017 revived interest in corporate deals
among energy, natural resources and chemical companies. Strong performance over the five-year period was
coupled with the BLG's continued ranking as one of the top law firms in Canada. In 2021, IBISWorld estimates BLG
to reach $581.6 million in industry-relevant revenue, corresponding to a market share of 3.7%.

Norton Rose Fulbright LLP

  Market Share: 3.4%
  Norton Rose Fulbright LLP (Norton) is an international full-service law firm, with more than 4,000 lawyers based in

over 50 cities across the globe. Headquartered in the United Kingdom, Norton underwent a rapid global expansion
over the five years to 2021, though Norton began expanding its presence in 2011 and 2012, the years in which the
firm expanded its domestic operations in Canada by merging with the Canadian law firms Ogilvy Renault LLP and
Macleod Dixon LLP. Furthermore, in 2013, Norton increased its North American footprint by merging with US-based
Fulbright & Jaworski LLP. More recently, in September 2016, Norton announced a merger with Vancouver-based
law firm Bull Housser, and also combined with US-based Chadbourne & Parke LLP the following year in 2017.
Globally, the merger created an international law firm with operations in over 32 countries spanning Europe, the
United States, Canada, Latin America, Asia, Australia, the Middle East and Africa. Currently, Norton operates under
a Swiss Verein structure. Members are individual firms that operate independently of one another.

In Canada, Norton has an estimated 681 lawyers, patent agents and trade market agents across the firm's Calgary,
Montreal, Ottawa, Quebec and Toronto locations. The law firm is recognized for servicing large corporate clients in
the mining and commodities, energy, infrastructure, healthcare, hospitality and finance sectors. Additionally, Norton
is recognized as a leading law firm for the transportation sector, which encompasses the aerospace, rail, maritime
and trucking industries. In 2019, Norton was named the Shipping Finance Law Firm of the Year by the trade
publication, Global Transport Finance.

Lastly, Norton, as a multinational firm, has been well-positioned to benefit from an increasing interdependence
between Canadian companies and their relation to global markets. For example, in December 2014, prior to the
beginning of the current period, Norton acted as the legal adviser for the Canada-based Talisman Energy Inc., as
the company was acquired by the Spanish-based global energy company Repsol SA. Canadian and economic
growth on a global scale during much of the period, as well as rising demand for capital market advisory services,
reflected well on the firm's growth prospects leading into the current year. In 2021, these growth prospects are likely
to have been maintained despite the previous year's disruptions due to the COVID-19 (coronavirus) pandemic.
Norton's Canadian revenue is projected to reach $537.8 million in 2021, corresponding to a market share of 3.4%.

Fasken

  Market Share: 2.8%
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  Fasken, formerly known as Faskin Martineau DuMoulin LLP, is an international business law firm with over 800
attorneys employed at the firm as of 2021. The firm began as a merger of three separate firms between 1999 and
2000. These firms were Fasken Campbell Godfrey, Martineau Walker and Russell & DuMoulin. Today, the firm
maintains 10 offices in Vancouver; Surrey, BC; Calgary; Toronto; Ottawa; Montreal; Quebec City; Beijing; London;
and Johannesburg. Fasken offers its expertise in a variety of legal fields, including those of government and
industry. Moreover, each office is a provider of pro bono services to charities, as well as community organizations
and nongovernmental organizations. In the year 2017, the firm's International Arbitration group was ranked in the
Global Arbitration Review's GAR 100, an annual listing of the world's top firms as regards arbitration services. Plus,
in the same year, Fasken announced that it was named, for the third consecutive year and ninth time more
generally, the "Global Mining Law Firm of the year 2017" by Who's Who Legal, tasked with identifying the foremost
leaders and consulting experts in business law based on the organization's own independently conducted research.
In 2021, Fasken is projected to earn $434.3 million in industry-relevant revenue, accounting for a market share of
2.8%.

Gowling WLG

  Market Share: 2.5%
  Gowling WLG (Gowling) is one of the largest full-service law firms in Canada and globally, with more than 1,400

legal professionals practicing in 19 cities across Canada, Europe, Asia and the Middle East. The company was
founded in 1887 by the two-person firm of Henderson & McVeity, and gradually grew its business portfolio to provide
services spanning many of Canada's key industries, such as energy, manufacturing, financial services and life
sciences. Over the five years to 2021, the company has earned several accolades. Moreover, Gowling continues to
be ranked among the top M&A firms based on deal volume; in 2020 the firm was credited with 112 M&A deals in
Canada alone.

Gowling itself merged with a leading UK law firm, Wragge Lawrence Graham & Co, in 2016. Although earnings at
Gowling are closely linked to the performance of the Canadian economy, the law firm was named Best Restructuring
& Insolvency Firm in Canada in 2014 by World Finance, as part of the publication's annual Legal Awards. Plus, an
emphasis on countercyclical services helps the firm preserve a steadier stream of revenue during tough economic
times. Such diversification helped insulate Gowling from the significant economic headwinds of at the start of the
five-year period, including lower global commodity prices and tempered Canadian economic growth. It is also
expected to have done so in 2020 with respect to the COVID-19 (coronavirus) pandemic and its negative effects on
the performance of the Canadian economy. In 2021, IBISWorld projects Gowling's industry-relevant revenue to total
$398.7 million, corresponding to a market share of 2.5%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Law Firms industry in Canada experiences a low level
of capital intensity. The industry is highly labour intensive
because its services require a high degree of personal,
face-to-face interaction between clients and attorneys.
Most cases are unique and require professional and
tailored advice, advice that can only be provided by a
professional. In addition, law firms require a large support
staff for research, filing, documenting and ad hoc duties. In
2021, for every $1.00 industry operators are expected to
spend on labour, IBISWorld expects that $0.05 will be
allocated toward capital such as equipment and
technology, increasing slightly from $0.04 in 2016.

Over the five years to 2026, wages as a share of revenue
are expected to remain steady, as technological
advancements such as electronic discovery (e-discovery or
reviewing of electronic legal documents) are expected to
be insignificant. Despite the increased prevalence of
computer systems, legal databases and electronic
discovery in law offices, the need for highly qualified and
knowledgeable personnel will remain. Moreover, new
technological advancements in the coming years are
anticipated to improve, but not replace, employee
productivity.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Medium Rate of
Innovation

Potential A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Low Innovation
Concentration

Unlikely A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

Medium Ease of Entry Potential A qualitative measure of barriers to entry.
Fewer barriers to entry increases the
likelihood that new entrants can disrupt
incumbents by putting new technologies to
use.

Medium Rate of Entry Potential Annualized growth in the number of
enterprises in the industry, ranked against all
other industries. A greater intensity of
companies entering an industry increases the
pool of potential disruptors.

Very High Market
Concentration

Very Likely A ranked measure of the largest core market
for the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  The rate of new patent additions to the industry is low. This is combined with a low concentration of innovation. Both factors
being low suggests that new technology entry is slow and widespread, which limits the threat of disruptive threats hurting
leading industry operators.

Both the ease of entry and the rate of entry in the industry are moderate. While these factors do not significantly add to the
threat of disruptive potential, they do not detract from it either.

The major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

The most relevant disruptive force in the Law Firms industry in Canada is the
digital changing economy and mobile apps that assist with consumer
disputes.

For example, the manufacturing sector represents the largest share of the Canadian economy. Therefore, operators are
expected to be experts and advisers of the emerging fourth industrial revolution, also recognized as Industry 4.0. In
addition, there are more apps continually coming out that may pose a larger threat to the industry, as they simplify disputes
downstream consumers may encounter, such as parking fines.

The level of technology change is    Medium

  Technology has a significant effect on the Canadian Law Firms industry.

Many law firms have upgraded their computer networks to digitally store legal information and enhance research
databases. The benefits from improving technology in law firms' systems include increased productivity, better client
service, cost savings and greater innovative potential. Nearly all lawyers use some form of online research, while a growing
share of lawyers turn to fee-based research from providers. Law firms have also increased their online presence for
marketing purposes and to attract clients seeking representation.
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Most firms in this industry are increasing their capital spending on technology. The majority of this spending has been
dedicated toward integrating mobile devices, using mobile wireless technology to connect with the technology infrastructure
of legal firms. Spending on cybersecurity has also increase over the past five years, as securing confidential client
information from cyberattacks and potential leaks has been a priority for many large corporate law firms.

Technology has also extended into the court system. Challenged by rising costs and delays associated with hearing cases,
some courtrooms have used video conferencing equipment, which enables people in different parts of the province to
participate in a hearing from afar. Video conferencing is used for civil proceedings, such as case management conferences,
civil chamber applications and examination of witnesses.

The COVID-19 (coronavirus) pandemic has required law firms to rely on remote work arrangements and video meetings
with clients to conduct business. For example, in response to the pandemic, Ontario introduced new regulation permitting
oaths to be administered via electronic communications. Additionally, the reliance on digital billing and the availability of
client portals proved essential during COVID-19 restrictions. These changes are likely to present a long-term shift in how
firms operate given the convenience and efficiency afforded by more reliance on digital communications and hybrid work
arrangements.

Revenue
Volatility

The level of volatility is    Low

  Revenue volatility in the Law Firms industry in Canada is low, with much of the
industry's volatility associated with changes in financial markets.

This is because significant legal fees are generated from equity, debt and capital raisings, in addition to merger and
acquisition activities. When these services underperform, however, fluctuations in industry revenue are somewhat mitigated
by countercyclical practices such as bankruptcy and insolvency law, which reduce revenue volatility and consequently keep
it from reaching a higher level. Industry revenue increased modestly over the five years to 2021, with industry revenue
fluctuating an average of 0.9% year-over-year. The COVID-19 (coronavirus) pandemic is estimated to have had an uneven
effect across industry operators given the variety of legal services offered by the industry. However, an overall all decline in
industry revenue is estimated to have been prevented steady demand for legal services throughout the pandemic.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

All Canadian provinces have legal systems based on the common-law
tradition, with the exception of Quebec, which inherited its civil law from
France, thus separating the notarial profession from the legal profession.

The Federation of Law Societies of Canada (FLSC) is a national coordinating body that chiefly governs the country's 14
provincial and territorial law societies. Each province and territory except for that of Quebec has one law society
responsible for governing its legal practice.

The legal profession is subject to regulations at both the national and provincial levels in Canada, with each province
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having a law society that imposes regulations and carries out a range of representational functions. To practise in the
province, lawyers must become a member of its law society.

EDUCATION

Lawyers wishing to become a part of the Law Firms industry in Canada are
required to obtain a three-year degree, which is either a Bachelor of Laws
(LL.B) or Juris Doctor (J.D.) in the common-law provinces, or a Bachelor of
Civil Law (B.C.L.) in Quebec, in addition to some undergraduate study.

After completing law school, graduates article (i.e. train with a practicing lawyer) and write the licensing exam or exams.
The duration and requirements of the articling period vary by the law society of the province in which the graduate seeks
admission. There are 24 law schools in Canada, 18 that offer only common law education, four that offer only civil law
education and two that offer both.

REQUALIFICATION

Most provincial law societies have a mutual cross-licensing agreement, which
makes it fairly easy for a licensed lawyer in one province to obtain a
permanent licence to practice in another province.

Prior to obtaining a permanent licence in another province, a lawyer is permitted only limited temporary practice. Due to its
civil law jurisdiction, however, inter-province mobility as regards Quebec is subject to some limitations.

Admission requirements for foreign lawyers wishing to practise in Canada can be complex. First, these individuals need to
submit an application to the National Committee on Accreditation, which evaluates the credentials of lawyers qualified in
foreign jurisdictions wishing to obtain a licence in Canada. Second, after receiving the NCA Certificate of Qualification,
foreign applicants receive permission to proceed to a Bar Admission Course on the same basis as a graduate of a
Canadian common law school.

COVID-19

The COVID-19 (coronavirus) pandemic has presented various challenges to
law firms, creating a reliance on remote work arrangements and video
meetings with clients.

The pandemic disproportionately affected the different industry players depending on the type of practice and the scope of
legal services offered. For example, personal injury claims fell due to stay-at-home orders and fewer traffic accidents, while
a booming housing market and tenant issues drove demand for real estate lawyers. Labour and employment litigation
related to pandemic workplace issues in addition to various class action lawsuits prompted by the pandemic have
presented novel opportunities and challenges to Canadian law firms. Adapting to the altered legal and operating landscape
created by the pandemic will be key for the success of industry players over the five years to 2026.

Industry
Assistance

The level of industry assistance is    Low and the trend is Steady

Although the Law Firms industry in Canada does not receive formal
government assistance, there are various industry associations that support
law firms across the country.

For instance, the Canadian Bar Association (CBA) is tasked with representing over 37,000 judges, lawyers, notaries, law
professors and law students across Canada, and is similar in structure to the Federation of Law Societies of Canada
(FLSC), the national coordinating body of the country's 14 law societies. To this end, the CBA maintains branches in each
province and territory. About two-thirds of practicing lawyers in Canada are part of the CBA. Among many other goals, the
organization aims to improve the administration of justice, promote equality in the legal profession and in the justice system
and promote the interests of the CBA's members nationally and internationally. The CBA is affiliated with various
international associations such as the Commonwealth Law Association, the International Bar Association and the Union
Internationale des Avocats.

Law firms were also likely to qualify for some of the assistance programs offered by the government of Canada in response
to the spread of COVID-19 (coronavirus). For example, the Canada Emergency Response Benefit provided a taxable
benefit of $2,000 every 4 weeks for up to 16 weeks to eligible individuals, in addition to more time to pay income taxes.
Additionally, companies were able to apply for Canada Emergency Business Account interest-free loans, which provides up
to $40,000 to small businesses, or the Canada Emergency Wages subsidy, which covers up to $847.00 in weekly wages
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for eligible employers.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Crime rate
(Crimes per

100,000
people)

2012 11,666 7,036 31,506 28,728 60,670 N/A N/A 4,065 N/A 6,466
2013 12,323 7,674 32,724 30,129 61,768 N/A N/A 4,316 N/A 5,982
2014 12,872 8,058 33,925 31,407 63,498 N/A N/A 4,504 N/A 5,793
2015 13,610 8,521 34,751 32,397 66,559 N/A N/A 4,845 N/A 5,934
2016 13,710 8,699 34,821 33,221 69,559 N/A N/A 5,127 N/A 5,987
2017 14,044 8,884 35,089 33,809 71,948 N/A N/A 5,275 N/A 6,056
2018 14,417 9,052 35,333 34,156 73,366 N/A N/A 5,356 N/A 6,152
2019 14,697 9,551 35,002 34,218 75,790 N/A N/A 5,505 N/A 6,492
2020 15,166 9,520 34,956 34,252 77,711 N/A N/A 5,603 N/A 5,856
2021 15,736 9,900 35,164 34,271 80,076 N/A N/A 5,782 N/A 5,748
2022 16,090 10,130 35,590 34,688 81,891 N/A N/A 5,913 N/A 5,640
2023 16,293 10,303 35,843 34,944 83,120 N/A N/A 5,998 N/A 5,532
2024 16,395 10,354 36,022 35,126 83,944 N/A N/A 6,054 N/A 5,424
2025 16,564 10,586 36,252 35,348 84,945 N/A N/A 6,124 N/A 5,316
2026 16,735 10,696 36,482 35,567 85,938 N/A N/A 6,194 N/A 5,208

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Crime rate

(%)
2012 3.07 -0.84 2.63 4.00 1.29 N/A N/A -0.89 N/A -2.45
2013 5.63 9.07 3.86 4.87 1.80 N/A N/A 6.16 N/A -7.48
2014 4.45 5.00 3.67 4.24 2.80 N/A N/A 4.36 N/A -3.17
2015 5.73 5.74 2.43 3.15 4.82 N/A N/A 7.55 N/A 2.43
2016 0.73 2.09 0.20 2.54 4.50 N/A N/A 5.82 N/A 0.89
2017 2.44 2.12 0.76 1.76 3.43 N/A N/A 2.88 N/A 1.15
2018 2.65 1.88 0.69 1.02 1.97 N/A N/A 1.53 N/A 1.58
2019 1.94 5.51 -0.94 0.18 3.30 N/A N/A 2.78 N/A 5.51
2020 3.18 -0.33 -0.14 0.09 2.53 N/A N/A 1.78 N/A -9.80
2021 3.76 3.99 0.59 0.05 3.04 N/A N/A 3.18 N/A -1.85
2022 2.24 2.32 1.21 1.21 2.26 N/A N/A 2.26 N/A -1.88
2023 1.26 1.71 0.71 0.73 1.50 N/A N/A 1.45 N/A -1.92
2024 0.62 0.49 0.49 0.52 0.99 N/A N/A 0.91 N/A -1.96
2025 1.03 2.23 0.63 0.63 1.19 N/A N/A 1.16 N/A -2.00
2026 1.03 1.03 0.63 0.61 1.16 N/A N/A 1.14 N/A -2.04

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2012 60.3 N/A N/A 192 34.8 1.93 67,008
2013 62.3 N/A N/A 200 35.0 1.89 69,876
2014 62.6 N/A N/A 203 35.0 1.87 70,936
2015 62.6 N/A N/A 204 35.6 1.92 72,785
2016 63.5 N/A N/A 197 37.4 2.00 73,703
2017 63.3 N/A N/A 195 37.6 2.05 73,313
2018 62.8 N/A N/A 197 37.1 2.08 73,000
2019 65.0 N/A N/A 194 37.5 2.17 72,635
2020 62.8 N/A N/A 195 36.9 2.22 72,102
2021 62.9 N/A N/A 197 36.7 2.28 72,203
2022 63.0 N/A N/A 196 36.7 2.30 72,200
2023 63.2 N/A N/A 196 36.8 2.32 72,166
2024 63.2 N/A N/A 195 36.9 2.33 72,114
2025 63.9 N/A N/A 195 37.0 2.34 72,091
2026 63.9 N/A N/A 195 37.0 2.36 72,072

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Statistics Canada
http://www.statcan.gc.ca

Law Times
http://www.lawtimesnews.com

Canadian Lawyer
http://www.canadianlawyermag.com

Lexpert Magazine
http://www.lexpert.ca

Industry Jargon INITIAL PUBLIC OFFERING (IPO)
The issuing of a company's common stock to the public for the first time.

INSOLVENCY
The inability to pay debts.

MERGERS AND ACQUISITIONS (M&A)
The buying, selling and combining of companies.

PRO BONO
Professional work that is undertaken voluntarily and without payment.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
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An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.
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