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Terminology for lawyers
The terminology used for different legal positions is confusing, with variations within New
Zealand (depending on where the lawyer works) and also between New Zealand and other
countries. We have tried to be consistent in terminology but those unfamiliar with the profession
might find it helpful to note the following points:
•

In general, lawyers in New Zealand who work in firms are called (from junior to senior):
solicitor, associate,1 partner.

•

Terms like “consultant” may be used to indicate that a lawyer has a particular level of skill
or reputation but are not part of the partnership.

•

Some law firms are companies rather than partnerships and the owners are referred to as
“director” rather than “partner”.

A note about the term “associate” – in the US, this is used to cover junior lawyers, whereas in New Zealand it is
used to denote employees who have demonstrated a degree of seniority in their firms.
1
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1. Introduction

I phoned one lawyer, and asked him if he could come along to the meeting and
represent my cousin, he responded that it will be $380.00 per hour. … I thought that
that was way too expensive. Member of the public looking for legal assistance2
You can’t pay $500 per hour when you earn $500 per week. Former self-represented litigant
and McKenzie Friend3
Well I think we charge too much as lawyers …. I mean it’s outrageous – outrageous
fees. Litigation lawyer4

The price of legal services is often charged by the hour (the billable hour), usually at a rate of
hundreds of dollars per hour. An agreement to pay these hourly rates might also come with little
clarity over how many hours will be needed and therefore how much the final bill will be. This
puts legal services out of the reach of many New Zealanders, and even those who might be able
to pay for some services will be unsure how to budget for them.
So why are legal services charged in this way? Are all legal services billed by the hour? Where does
this money go? Are lawyers earning more than other professionals? How accurate is the stereotype
of the wealthy, European car-driving, designer suit-wearing lawyer? In this paper we explore these
issues to provide an outline of how the legal services market currently operates in New Zealand.
We are undertaking this exercise as a first step to exploring how we might be able to create change
in the legal services market so that dispute resolution services more affordable and accessible. This
is an important part of the work of the University of Otago Legal Issues Centre and this paper is
a step along this path.
In the first section, we look at the evolution of New Zealand legal practice and along with it,
charging practice: an important part of planning charging is understanding how we have arrived at
the current moment. In the second part we look in more detail at the charging practices of law
firms, the dominant model of delivering legal services in New Zealand, considering available
information on what clients are charged and how much money lawyers make. The available
information is far from complete but this paper provides a summary overview of what is known.

“Finding an Employment Lawyer” (29 September 2017) Your Lawyer Story <www.yourlawyerstory.org.nz>.
Bridgette Toy-Cronin "Keeping Up Appearances: Accessing New Zealand's Civil Courts as a Litigant in Person"
(PhD Thesis University of Otago, 2015).
4 Bridgette Toy-Cronin and others The Wheels of Justice: Understanding the Pace of Civil High Court Cases (University of
Otago Legal Issues Centre, 2017) at 29.
2
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2. Legal Practice and Charging in New Zealand
While lawyers charging hourly rates is now common practice, it has not always been the case. The
legal profession has undergone significant change over the last century, including in the ways it
charges for services. In this section we briefly survey the changes to the structure of the New
Zealand profession before turning to examine how its charging practices have evolved over time.

The Legal Profession in New Zealand
The nature of legal practice changed considerably over the twentieth century, particularly in the
latter half. For mid-century practitioners, conveyancing, divorce suits, and personal injury claims
formed a core part of their practices. From the end of the 1960s, the ‘family lawyer’ – the sole
practitioner who took care of all of a family’s personal and small business legal needs – began to
lose prominence and practices located in the centres of cities rose in their stead. Major firms began
to merge with others. Law firms are usually operated on a pyramid structure. Partners (the owners
and profit sharers) are at the top of the pyramid, with a higher number of solicitors (profit earners)
at the bottom.5 The model is that each employed solicitor should produce enough income to meet
the cost of their salary, defray overheads, and generate profit to be distributed among the partners.
This allows partners to earn more than they could if they were operating as sole practitioners. The
model encourages growth among a select number of firms who become ‘mega firms’,6 offering
specialisations in areas such as banking, finance, intellectual property, IT, and international trade,
all of which, of course, were aimed at corporate clients, rather than at individuals.
The 1970s and 1980s saw significant changes to the regulation of the New Zealand legal
profession. Lawyers found themselves exposed to different types of client and sources of work, as
a result of changes in the cultural and political landscape, and socio-legal reforms. The introduction
of the Accident Compensation Corporation scheme in 1974 removed the ability to sue for personal
injury claims, which in turn removed a source of work for many lawyers.7 For many lawyers,

Ward Bower "Rethinking Law Firm Organization – The New Pyramid" (1989) 75(4) American Bar Association
Journal 90 at 90.
6 This term is used in Peter Spiller "The Legal Profession" in Peter Spiller, Jeremy Finn and Richard P Boast (eds) A
New Zealand Legal History (Brookers, Wellington, 2001) 249 at 272. It is similar to the ‘biglaw’ concept used to
describe large firms in the USA.
7 ACC has brought with it a different source of advocacy work, but this is highly specialised and often done for
relatively low rates.
5
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divorce work had been a steady source of income, and the removal of the requirement to appear
in court to obtain a divorce had a significant impact on workflow.8
Further change came in 1984, when the NZLS made the significant decision to allow New Zealand
lawyers to advertise their services.9 Until the 1970s, it was considered that the legal profession
could best act in the public interest by self-regulation and by the imposition of rules which isolated
the profession from market forces.10 Initial moves for change came from Monopolies
Commissions and Fair Trading Offices in the United Kingdom and the United States, followed by
law societies in Canada and Australia.11 In 1984, an OECD report on Competition Policy and the
Professions recommended that existing competition law provisions should be re-examined to
ensure that the professions of law, medicine and architecture got “no larger exemption from
competition law than is essential for the public interest”, and it recommended removing
restrictions on advertising.12
Local law societies around New Zealand initially advertised on behalf of lawyers collectively.13
Soon, however, individual law firms were lobbying the NZLS to allow them to advertise on their
account. By 1990, the NZLS had conceded that advertising was permissible as long as it “was done
in a ‘manner consistent with professional standards’”.14 At the time, commentators considered that
relaxation of the rules around advertising (and in particular removing the distinction concerning
‘touting’) would have a positive impact on smaller firms and sole practitioners, “who tend to
represent people of modest means”.15 For example, writing in the New Zealand Law Journal,
Joanna Manning considered these people, whose legal needs are largely unmet, and for whom the
cost of legal services is “critical” and noted that relaxation of advertising rules has allowed lawyers
to reach consumers “hitherto inaccessible to them”.16
By the close of the 20th century, legal practice in New Zealand likely resembled the profile that had
developed in the United States, where practice had bifurcated into two distinct hemispheres of
The Family Proceedings Act 1980 introduced ‘no-fault’ divorce. At the same time, however, other changes to
relationship property law and the law relating to the care of children have resulted in increasingly complicated
litigation.
9 “Using the Airwaves to Promote Legal Services” (2013) 825 LawTalk 16.
10 Campbell McLachlan "The Legal Profession in the Marketplace" (1985) New Zealand Law Journal 105 at 105.
11 At 105.
12 At 106.
13 R.C.J. Stone The Making of Russell McVeagh (Auckland University Press, Auckland, 1991) 35 at 232.
14 At 232-3.
15 Joanna Manning "New Rules on Advertising (II): Do the New Zealand Law Society Rules go Far Enough? "
(1986) New Zealand Law Journal 286 at 290.
16 At 290.
8
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practice.17 On the one hand, the corporate sphere, dominated by the large firms and select
barristers who serve corporations and high wealth individuals. On the other hand, the personal
plight sphere, dominated by small and medium firms and sole practitioners and other barristers,
serving clients who are individuals or small businesses. The corporate sphere almost exclusively
serves corporate clients and is the more prestigious sphere of practice, generally attracting the best
graduates who are recruited to large firms and paying the best salaries (although with expectations
of long hours).18 The personal plight sphere serves a range of individuals and small and medium
size enterprises but not the large corporate clients. It is less prestigious and on average, has lower
salaries.
Along with the changes to the structure of the legal profession, the changes in regulatory and
broader social policy, came a change in professional culture. By the late 20th century, the traditional
concept of the ‘gentleman lawyer’, that had dominated practice to that point, receded. In the words
of Justice McMullin in 1985: 19
In the last twenty years changes have occurred in the business transacted by legal
practitioners. For fiscal and other reasons some solicitors may seem to have moved
away to some degree from attitudes traditionally held by the legal profession towards
the attractions of commercialism.

It is now generally accepted that law is a business as well as a profession. The lawyer has a business
interest in the services provided but is also bound by professional responsibilities including duties
to the administration of justice and to protect the interests of the client.20 Alan Paterson refers to
professionalism as “a Janus-faced concept: with the profession and the professional required to
manage the tension between self-interest and other related values, between benefits and
obligations”. He considers that this tension is “a healthy and normal feature of professional life in
the twenty-first century”, not to be resisted, but to be acknowledged and managed.21

17

This conclusion is based on United States research but we believe the same structure holds true for New Zealand.
John Heinz and Edward Laumann Chicago Lawyers: The Social Structure of the Bar (Russell Sage Foundation and
American Bar Foundation, New York, 1994); Rebecca Sandefur "Work and Honor in the Law: Prestige and the
Division of Lawyers' Labor" (2001) 66(3) American Sociological Review 382; Noel Semple "Personal Plight Legal
Practice and Tomorrow's Lawyers" (2014) 39 Journal of the Legal Profession 25.
18 Gillian Hadfield "The Price of Law: How the Market for Lawyers Distorts the Justice System" (2000) 98(4)
Michigan Law Review 953 at 961. See also Rebecca Sandefur "Work and Honor in the Law: Prestige and the
Division of Lawyers' Labor" (2001) 66(3) American Sociological Review 382.
19 Farrington v Rowe McBride and Partners [1985] 1 NZLR 83 (CA) at 94.
20 Lawyers and Conveyancers Act 2006, s4.
21 Alan Paterson Lawyers and the Public Good: Democracy in Action? (Cambridge University Press, Cambridget, 2012) at
15.
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Profile of today’s profession
While New Zealand does have some “mega” firms, they do not dominate in total numbers. Only
15 firms have more than 20 partners or directors and would be considered a large or ‘mega firm’.22
The vast majority (84 per cent) of New Zealand-based law firms remain small with only 1 to 3
partners or directors. Nonetheless, the scale of services offered by firms operating in the corporate
sphere differs markedly from those in the personal plight sphere: the 15 ‘mega firms’ – who
account for only 1.2 per cent of New Zealand legal firms – employ an impressive 25.1 per cent of
all lawyers who practice in firms.23
The structure of large firms has changed over time. Partnerships traditionally used the “rule of
three” model, whereby one third of an employee’s realised fees go to the employee’s salary, one
third to overheads, and one third to profit.24 This model meant that law firms needed to increase
the number of employed lawyers at the same rate as employed lawyers were admitted into the
partnership, necessitating continued growth at the same rate if partner profits were to be
maintained.25 This is a system – as Bower says, “a Ponzi Scheme” – that cannot continue
indefinitely as partnerships would become too large. One of the ways this has been addressed is
the division of partners into equity partners (profit sharers) and non-equity partners (where lawyers
who are titled partners but who do not share the profits).26 The title “partner”, cannot therefore
be equated with profit sharing.
It is important to note that a large number of New Zealand lawyers – 40.1 per cent – operate
outside the firm structure altogether. This includes lawyers offering services as barristers (including
as Queen’s Counsel) (11.6 per cent), as sole practitioners (5.8 per cent), or as in-house counsel
(23.5 per cent).27 In-house counsel provide legal advice to their employer (government or
corporate) and are paid a salary rather than charging their services to the public.28 As they do not
charge their services to the public, in-house counsel are not considered in any detail in this paper
but we note that they are an important and growing part of the legal services market. The growth

Geoff Adlam "Snapshot of the Profession" (2019) 926 LawTalk 27 at 36.
At 36.
24 Bower, above n 5 at 90.
25 At 90.
26 For discussion of non-equity partners in the New Zealand context see Emily Morrow “Equity vs non-equity
partners - what are best practices?” (4 August 2017) 909 LawTalk <www.lawsociety.org.nz>.
27 Adlam, above n 22 at 37-38.
28 Over half of New Zealand’s in-house lawyers work for the Government sector: Adlam (2019 Snapshot) at 38.
22
23
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of this sector is attributed at least in part to corporations wanting to control spending on legal
services.29
A summary of the percentage of New Zealand lawyers operating in each type of practice in 2019
is presented in Figure 1.30

Sole Practice
6%

Unknown
1%

Barrister
11%

Small Firm
24%

In-house
23%

Medium Firm
20%
Mega Firm
15%

Figure 1 - Percentage of New Zealand lawyers operating in each type of practice

Charging Practices – From Fixed Fees to the Billable Hour
The majority of lawyers offering services to the public usually offer these services at a fee calculated
by the hour.31 These lawyers record their time in six-minute increments and then invoices are
produced for the client (usually monthly) based on these time records. In addition to charging fees
for hours worked on a file, the client will also be charged disbursements for incidentals such as
photocopying, court filing fees, and travel costs for the lawyers.
There are some exceptions to charging on an hourly basis. Some lawyers will offer fixed fees for
services, a practice that is particularly common for services such as conveyancing and drafting

Tania Warburton “The Government Legal In-house Model: International Case Studies – Responding to Change”
<www.lawsociety.org.nz>.
30 Figure presents data summarised from that reported by Adlam (2019 Snapshot) Adlam, above n 22 at 28 and 36.
31 Duncan Webb, Katherine Dalziel and Kerry Cook Ethics, Professional Responsibility and the Lawyer (3rd ed, LexisNexis,
Wellington 216) at 318. They may also offer fixed fees for certain types of work, but hourly billing is a dominant
practice in the market.
29
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wills. Fixed fees are uncommon for litigation services but the Legal Services Agency, who
administer New Zealand’s legal aid scheme, pay for litigation on a fixed fee basis.32 There are other
forms of billing as well such as value33 or subscription, but these remain uncommon for civil
dispute resolution services.34 What we now consider “alternative” forms of charging were however
the norm historically, as a brief survey of the history of charging shows.
Charging practices over time
There is little research in New Zealand specifically on lawyers’ charging practices over time. There
is some anecdotal evidence, however, that hourly charging formed part of legal practice in New
Zealand in the 19th century and that time could be calculated in terms of thirds and quarters of an
hour.35 During lean economic times, however, lawyers had to either reduce their charges or charge
a set fee for particular types of services, such as conveyancing.36
From the 1880s onwards, as district law societies were formed across New Zealand, various fixed
charging scales emerged (although probably not for dispute resolution). These charging scales
related to the value of the assets in the transaction. Various attempts were made by district law
societies to introduce a nationwide conveyancing fixed scale.37 This was ultimately adopted in
1911.38 Its purpose was ‘to prevent undercutting and disputes’39 and the New Zealand Law Society
(NZLS) was empowered with determining all matters relating to this scale. The district law
societies still retained control for setting their own scale of charges in certain legal areas such as
probate and estate work.40
Overcharging was not initially perceived to be professional misconduct, and until the 1940s, the
NZLS did not consider it part of its role to investigate these sorts of complaints (whereas it did

“Proceeding steps and fixed fee schedules” <www.justice.govt.nz>.
University of Waikato Institute for Business Research “Law Firm Practice Comparison 2015 Report” (2015)
(“2015 Report”) asked the respondents whether they engaged in value billing (defined in the report as “a quote or
estimate to clients based on the 'value' to the client of the work to be performed, and agreed up front (different
from charging on billable hours worked)”. Notably, 55 per cent of the firms reported using value billing; much more
commonly in towns and rural areas (77 per cent) than provincial cities (50 per cent). Unfortunately, the authors did
not ask what proportion of income was generated through value billing, or for what type of practice.
34 For discussion of various models of charging see Bridgette Toy-Cronin and others New Business Models for Legal
Services (Discussion paper prepared for the New Zealand Bar Association, Access to Justice Working Group, 2016)
at 8-9 (https://www.otago.ac.nz/legal-issues/otago643085.pdf).
35 Stone, above n 13 at 256.
36 At 256.
37 Michael Cullen Lawfully Occupied: Otago District Law Society (Otago District Law Society, Dunedin, 1979) at 78-79.
38 At 79.
39 At 79.
40 At 79.
32
33
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assess undercharging complaints).41 The lack of interest in overcharging might partly be explained
by the fact that the clients had a remedy available to them – they could apply to a Supreme Court
judge for ‘taxation’ (a review of the lawyer’s bill within a year of its receipt).42 If the judge found
merit in the claim, the bill was referred to a registrar. This remedy was contentious however as it
created further legal expense for the client. In the 1940s, reviews for overcharging became part of
the NZLS’s work and by the late 1970s, overcharging had become the second most common area
for complaints made to the NZLS (after delays).43
The NZLS Scale of Conveyancing Charges was abolished in November 1984, as a result of ‘mounting
criticism’.44 It had prescribed fees for property acquisitions and sales, leases, mortgages, chattel
securities, estate administration, company formation and debentures.45 It was probably at this time
that billable hours took hold as a dominant form of charging across the profession. As a
conveyancer practicing at the time said about the abolition of the scales:46
We had better try a remedy which smarter people, such as tradesmen, had been using
for decades – a systematic recording of our time. The litigators had always practiced it
in rudimentary fashion (if only to arm themselves against the attentions of a Registrar
authorised by the Court to review their bills); the conveyancers had never really needed
it.

While the billable hour has 19th century antecedents in New Zealand, it is often attributed to the
United States where it had become the dominant form of charging by the 1970s.47 Its precise
history in that jurisdiction is murky but it had probably become common by the 1950s, its
popularity growing after studies found lawyers made a larger profit if they used time based billing.48
The American Bar Association (ABA) is thought to have mounted a campaign to promote the
billable hour, although the original and often cited document about this campaign has been lost.49
It is believed the ABA argued that “attorneys’ earnings had failed to keep pace with the rate of
inflation [and] the report urged attorneys to record the hours spent on each case in order to ensure
that fees ultimately charged afforded reasonable compensation for counsels' efforts”.50
At 155-156.
At 156.
43 At 155.
44 Bob Eades “Conveyancing” in Ian Barker ed., Law Stories: Essays on the New Zealand Legal Profession 19692003) at 42.
45 Tim Blennerhassett “The Changing Shape of Legal Practice” in Ian Barker ed., Law Stories: Essays on the New
Zealand Legal Profession 1969-2003) at 24-25.
46
At 25.
47 Charles Geilich "Rich Man, Poor Man, Beggar Man, Thief: A History and Critique of the Attorney Billable Hour"
(2010) 5 Charleston Law Review 173 at 173-174.
48 William G Ross, The Honest Hour: The Ethics of Time-Based Billing by Attorneys (Durham, North Carolina: Carolina
Academic Press, 1996).
49 Geilich, above n 47 at 174 noting the original pamphlet has been lost and “is known more as legend than fact”.
50 At 174.
41
42
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Room was created for further growth in the use of billable hours when in 1975, the United States
Supreme Court considered the statutory schemes setting out prices were unlawful, constituting
price-fixing and a violation of antitrust law.51 This was the death knell for fixed fees and gave
oxygen to the billable hour. By the late 1970s, billing on an hourly basis was standard practice in
the United States.
The billable hour’s attractions
By the time of the 1984 economic reforms in New Zealand, given the billable hour had taken hold
in other jurisdictions, it is unsurprising that New Zealand evolved its practice to match, particularly
with the benefits it offered. These were not only in the form in the potential for greater profitability
but also as a management strategy. The keeping of detailed time records provides a powerful tool
for law firms to manage how both staff and partners spend their time.52
The partnership sets annual billing targets or expectations, the number of billable units the lawyer
must charge out each year to be considered to be performing adequately. This is a blunt tool to
measure performance but there are also more refined metrics. Firms use the “realisation rate” as
a measure of time charged to the client divided by the time recorded against the client file. The
higher the realisation rate, the more efficient the lawyer could be regarded at creating income from
work completed.
Lawyers also record non-billable time – hours spent at work that cannot be attributed to a client
matter. This work includes office administration, continuing education, marketing initiatives, and
training staff. The “utilisation rate” is used to measure how much chargeable versus nonchargeable time a lawyer spends. It is calculated by dividing the number of hours which were
charged to clients divided by the total number of hours worked.53
The billable hour is attractive to lawyers both as a way of valuing services but also for monitoring
performance of lawyers and a firm. It is firmly entrenched but not the only way that clients are

Goldfarb v Virginia State Bar 421 U.S. 773, 783 (1975) as discussed in Geilich at 177.
For a discussion of how the billable hour has been “transformed into a tool for measuring and controlling the
work of salaried solicitors”, see Iain Campbell and Sara Charlesworth "Salaried lawyers and billable hours: a new
perspective from the sociology of work" (2012) 19(1) International Journal of the Legal Profession 89.
53 The 2015 Survey above n 33 gives us some indication of utilisation rates for equity partners and senior solicitors;
Geoff Adlam "US Trends Report Finds Low Law Firm Utilisation Rate New Zealand Law Society" (26 October
2016) <www.lawsociety.org.nz> 54.
51
52
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billed. For those clients who are billed by the hour, the process of how the hourly rates are
calculated, how the monthly bill is arrived at, and where all that money goes, is my no means
transparent. In the next section we look at hourly rates in New Zealand, the billing process and
the use of income within a firm.

3. What do Clients Pay and What do Lawyers Earn?
The quantum of hourly rates are of obvious importance to the question of how accessible lawyers’
services are to the general public. So what are New Zealand lawyer’s hourly rates and how much
of this do lawyers keep as salary, or if they are business owners, as profit?

Charge-out Rates
Three surveys have been conducted giving some indication of the rates charged by New Zealand
lawyers: the University of Waikato Institute for Business Research on Law Firm Practice
Comparison 2015 (“2015 Survey”);54 the 2016 NZLS Hays Legal Salary Survey (“2016 Survey”);55
and the NZLS and Niche Consulting Group Legal Salary Survey 2018 (“2018 Survey”).56
The 2018 Survey provides the charge-out rates for employed lawyers with more than two years
post qualification experience. The 2018 Survey found that the average rates sit between $250 and
$350 per hour. But the range is very large, and spans from $23 per hour to $680 per hour. This is
not just a difference across levels of experience as even in the middle range of experience, 6-14
years post-qualification, the hourly rates range from $39 to $680.57 The 2016 Survey also provided
the charge-out rates for employed lawyers, with an average of $293 across all respondents. The
2016 survey compared employed lawyers charge out rates as a function of the firm size.
Unsurprisingly, employed lawyers working in the mega firms charged more on average ($336) than
those working in medium ($270) or small ($242) law firms.

University of Waikato Institute for Business Research Law Firm Practice Comparison 2015 Report (University of
Waikato, 2015).Error! Bookmark not defined.
55 These charge-out rates do not include GST or disbursements. New Zealand Law Society "Charge-out rates for
employed solicitors, June 2016" (27 July 2016) New Zealand Law Society <lawsociety.org.nz> (2016 Survey).
56 New Zealand Law Society and Niche Consulting Group Legal Salary Survey 2018 (New Zealand Law Society, 2018)
<lawsociety.org.nz> (2018 Survey)
57 University of Waikato Institute for Business Research, above n 54 at 26.
54
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The 2016 and 2018 surveys do not tell the whole story, however, as they do not include equity
partners’ charge-out rates. Equity partners are likely to have the highest charge out rates in a firm58
and therefore their omission is important. So too is the omission of barristers’ charge out rates
(omitted from all the surveys), as these will also be expected to be high, at least for senior
commercial barristers. For example, Burcher observes that there are a number of very senior
barristers with charge-out rates of $1000 plus GST “or more”.59 The only information we have
about equity partners charge out rates comes from the 2015 Survey. That survey reports that the
charge out rates of equity partners60 range from $159 to $549 per hour, with an average of $347.61
Unfortunately, the limited descriptive information makes it difficult to determine whether the
sample is representative of the New Zealand legal market and it is therefore of limited assistance.62
The hourly rate that each member of the firm charges is set by the partnership. Individual lawyer
rates will be dependent on number of factors, including the size and location of the firm and the
years of experience of the lawyer.63 They may also depend on the target profit determined by the
partnership. In general, the more experience a lawyer has, the higher their charge-out rate will be.
Charge-out rates for solicitors in firms rise over their first decade in practice, and plateaus around
the six-year mark.64 Gender is also a factor, although not one that is commonly acknowledged,
with female practitioners’ hourly rates being lower their than male counterparts of equal and
experience and similarly situated practice.65 Having tiered fees across the firm means more junior
lawyers, at a lower charge-out rate, can do relatively simple yet time-intensive tasks on a file (e.g.
document review and legal research), while the more senior members of the team (at higher charge
2015 Survey provided the best data from which we could test whether that assumption was in fact true. We had
the average hourly charge out rates for both the equity partner(s) and the employer senior solicitor(s) for 52 firms,
which allowed for a direct comparison. One-by-one comparisons shows that – as expected – equity partner charge
out rates exceeded senior solicitor charge out rates in all but one firm (98 per cent).
59 Richard Burcher “Pricing Barristers’ Services” (28 June 2010) <www.lawsociety.org.nz>. Unfortunately, we have
not been able to access the full survey results.
60 Data was available for 74 of the 82 firms included in the full sample.
61 University of Waikato Institute for Business Research, above n 54. When using trimmed means, the average
hourly charge out rates varied from $325 for firms with more than one and up to three partners to an average of
$406 for firms with over six partners. (Trimmed means are a method of averaging that removes a small designated
percentage (in this case, 25%) of the largest and smallest values before calculating the mean. The use of a trimmed
mean helps eliminate the influence of outliers or data points on the tails that may unfairly affect the traditional
mean).
62 The 2015 Survey included responses from 82 firms: 24 firms with 1 equity partner; 23 firms with more than 1 and
up to 3 equity partners; 25 firms with more than 3 and up to 6 equity partners; and 10 firms with more than 6 equity
partners. Unfortunately, the authors do not report the range of the number of equity partners in the sample. We
therefore do not know the top end. Of the 10 firms who have more than 6 equity partners, it is unclear how many,
if any, would be included in our definition of a ‘mega firm’ (i.e. more than 20 partners or directors). University of
Waikato Institute for Business Research, above n 54.
63 Geoff Adlam "Charge-out rates information released" (28 July 2016) New Zealand Law Society
<www.lawsociety.org.nz>.
64 At 1.
65 At 1; see the 2016 Survey above n 55 for tabulated data on the gender differences in charge out rates.
58
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out rates) will attend meetings and court appearances, and take responsibility for drafting
documents.
The fees lawyers charge are subject to regulation by way of the Lawyers and Conveyancers Act
2006 (the Act) and the Lawyers and Conveyancers Act (Lawyers: Conduct and Client Care) Rules
2008 (the Rules). The Rules state that all lawyers are required to advise clients of the basis on
which they bill and their hourly rate (if they are charging by the hour), when they are first
instructed.66

Billing the Client
When a lawyer undertakes a task for a client on a particular file, they will record the number of
units that the task took. Often, they will use a code, or a short narration, to describe the particular
task undertaken (for example ‘attendance at meeting’ or ‘drafting letter to XYZ’). Many law firms
use software programmes to track lawyers’ time against client’s files. At the end of the month67 or
when the work on the file is completed, the lawyer in charge of the file will obtain a record of all
units recorded on the file, by all lawyers in the firm who have worked on it, since the previous bill
was calculated. The lawyer with responsibility for the file will then assess the total time recorded
and make any adjustments (discussed further below). The invoice that is issued to the client will
include the time billed, GST, and disbursements.
Lawyers are not required by the Rules to provide clients with the detailed time printout which was
used to calculate the bill, but they must provide “sufficient information … to identify the matter,
the period to which it relates, and the work undertaken”.68 The bill usually contains a general
narration explaining the work undertaken e.g. “attendance at meetings, drafting letters, drafting
court documents”. Figures 2 and 3 are examples of real invoices (redacted) showing two styles of
narration, neither of which provide detailed time records.

Rule 3.4.
Most law firms bill most of their clients on a monthly basis.
68 Rule 9.6.
66
67
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Figure 2 - Redacted invoice issued by mid-sized firm, 2019

Figure 3 - Redacted invoice issued by large firm, 2019

While the amount of time spent on a file is one factor in generating a bill, it is not the only one.
The Rules state that “a lawyer must not charge a client more than a fee that is fair and reasonable
for the services provided, having regard to the interests of both client and lawyer and having regard
to [13 listed] factors”.69 These listed factors include the time taken but also: the lawyer’s skill,
specialised knowledge and experience; the importance and urgency of the matter; the degree of
risk assumed by the lawyer; the complexity of the matter; and the costs of running a legal practice.70
If a quote or estimate was given before commencing the work, that may also be taken into
consideration.71 As time is only one factor in assessing the final bill, the amount charged may be
greater or less than the value of the time recorded. This means that even though the bill is largely
calculated from the time recorded, it is not the only matter that is taken into account. Lawyers may
charge more or less than recorded against the matter if it remains within the rules.

Rule 9.
Rule 9.1.
71 Rule 9.1(j).
69
70
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A lawyer might charge less than is recorded for a range of reasons, including:72
a) Some work might be done pro bono or for a reduced fee;73
b) The lawyer responsible for the bill at the end of the month might consider the bill is not
“fair and reasonable” taking all factors into account and ‘write off’ some of the time. For
example, a junior lawyer may record ten units for the preparation of a document which a
more senior lawyer could complete in five units, so five units may be ‘written off’ and
allocated to training. Or, a firm’s commercial team might hand a file over to the litigation
team if a dispute arises or escalates, and some of the time recorded by the litigators as they
come up to speed with the file may be ‘written off’.
c) A lawyer might have recorded that they spent two hours at court but only thirty minutes
of time was spent in in front of the judge or dealing with court staff, with the remaining
time spent waiting for the matter to be called, and so they write off the waiting time.74
Similarly, it is possible that an amount will be added if the lawyer considers that the bill would not
be “fair and reasonable” based solely on time. For example:
a) A lawyer’s particular time and skill meant the job had taken less time than it would have
taken another lawyer within the firm, and the hourly rate does not already reflect that skill.
b) A situation where a matter is urgent, and a lawyer has to reshuffle other commitments, or
call on additional resources.
c) The client receives a very obvious financial benefit which flows directly from the lawyer’s
input.
The amount of money involved in a matter might be a factor the lawyer takes into account when
adjusting a bill up or down (to make the bill proportionate to the amount at stake). Increasing the
bill where the transaction involves a large amounts is however an exercise that lawyers have been
warned to approach “with caution”.75 The Act says that the value of the property involved is
relevant to assessing whether the bill is “fair and reasonable”, but only in so far as it relates to the
risk the lawyer is taking: “the degree of risk assumed by the lawyer in undertaking the services,
including the amount or value of any property involved.”76 The high value of the money or
The examples in this section were discussed with a senior practitioner (emails on file with the authors).
This type of work is built into budgets and performance indicators at some firms.
74 There may be situations where time spent waiting for a matter to be called in court can appropriately be billed to a
client. If, by waiting in court for Client A’s matter, a lawyer is unable to work on matters for other clients, then it
may be reasonable to bill their time. The same applies to billing clients for time spent travelling. These are all factors
that should be taken into account when assessing the reasonableness of a fee.
75 Hunstanton v Camborne and Chester LCRO 167/2009, 10 February 2010, at [31].
76 Rule 9.1(e).
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property in question is not therefore, of itself, a reason to increase fees, it has to be linked to the
“degree of risk”.77 In summary, whether a bill may appropriately be adjusted up or down after the
time spent on the file is calculated is always going to depend on the particular case. The lawyer
must decide whether the particular case encompasses some or all of the 13 factors that need to be
taken into account when determining whether the total is “fair and reasonable” and calculate
accordingly.
It is also worth noting that a client may agree to a particular method of charging, including the
imposition of an uplift after time has been calculated. A lawyer who intends to charge in this way
“will have to establish as a matter of contract that this is permitted as well as having to establish
as a matter of professional conduct that the fee reached is fair and reasonable”.78 A lawyer who
fails to clearly set out their charging methods before starting work on a matter may find themselves
the subject of a fees complaint.
Even when a lawyer calculates a bill that she or he regards as “fair and reasonable”, clients will not
necessarily pay everything they are billed. They may dispute the bill or simply fail to pay. Firms use
the ‘collection rate’ to track the rate of payments, which is calculated by dividing the payment
collected by the amount billed. None of the surveys discussed in this paper report the collection
rate so we cannot comment on this, other than to recognise it as a metric in firm finances.

The Costs of doing Business
Once money has been collected from the client, where does that money go? In this section we
consider the costs for law firms that must be deducted from income before profits can be divided
among the equity partners.
Lawyers’ salaries
Staff salaries are the largest single cost for a law firm.79 In 2017, salaries were 55.8 per cent of total
expenditure,80 having risen from 48 per cent in 2010.81 The salaries of lawyers in private practice
are set by reference the market and vary according to firm, practice area, and location. Lawyers’
income is relatively high - at least on average - compared to other occupations. In 2016 salaries

Hunstanton v Camborne and Chester above n 75 at [31].
At [49].
79 We have not examined the salaries of non-lawyer staff (including legal executives) in this paper.
80 Adlam, above n 22 (2019 Snapshot) at 41, referring to Statistics New Zealand data.
81 At 22 (2019 Snapshot) at 58, referring to Statistics New Zealand data.
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averaged $105,600, although this figure is noted as being “skewed by very high incomes at the top
of the industry”.82 The range of salaries is considerable with differences of $60,000 to $80,000 for
lawyers practicing in the same location, same sized firm and with the same level of postqualification experience.83
The Hays Salary Guide 2018 published both employed lawyers’ and partners’ salaries.84 Those
practicing in mid and top tier firms earn more on average than other professionals but those in
small firms are comparable. A brief comparison of Hays Salary guide figures for 2018 (see Table
1) shows this.85
Table 1 - Summary from Hays Salary Guide 2018

Field (salaries for Auckland)

2-5 years’ experience

Directors/Partners/
Principals

Architecture86

$55,000 - $75,000

No data

Accountants - Insolvency practitioners87

$45,000 - $88,000

$160,00+

Accountants – Business services88

$50,000 - $80,000

$160,000+

Engineer89

$50,000 - $60,000

$150,000+

Lawyer – top tier90

$64,000 - $112,000

$320,000+

Lawyer – mid tier

$60,000 - $95,000

$200,000+

Lawyer – small private

$45,000 - $80,000

$180,000+

There is also a strong regional variation in the legal profession. An employed lawyer in Auckland
will earn an average of $5,000-$10,000 more than an employed lawyer in Wellington or
Christchurch. For equity partners the differential is greater, with equity partners in Auckland taking
home up to $90,000 more than equity partners in Wellington or Christchurch. In-house lawyers
are paid comparable salaries to their colleagues in private practice.91
Ministry of Business, Innovation and Employment “Lawyers” Occupation Outlook
<occupationoutlook.mbie.govt.nz>.
83 New Zealand Law Society and Niche Consulting Group, above n 56 at 30 e.g. Christchurch large firm
practitioners with 4 years’ experience reported range is $60,000-$129,000 and Auckland large firm practitioners with
7 years’ experience reported range is $70,000-$199,000.
84 Hays "The FY18/19 Hays Salary Guide: Salary & Recruitment Trends" (2018) <www.hays.net.nz>.
85 We note that simply drawing comparisons of this nature is a fraught exercise and use this only as a rough
comparison.
86 Hays, above n 84 at 129.
87 At 50-51.
88 At 46.
89 At 128.
90 Hays, above n 84 at 101-105.
91 At 101-105.
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Overheads
Another significant cost for a firm is overheads. As with any business, some legal practices will
have high rent and costs associated with office fit out and decorating (the stereotypical plush
carpeted offices in a central-city high-rise), while others will have lower costs associated with more
modest space (an ordinary office space in a suburb or town). Advertising and marketing budgets
will also vary depending on the nature of the firms. In addition to the overheads commonly
associated with running a business in New Zealand, lawyers pay annual practicing fees and most
carry professional indemnity insurance. Another area of cost is expensive technological aids, for
example subscriptions of legal research databases or software to aid processes such as discovery.
Legislation, such as the Anti-Money Laundering and Countering Financing of Terrorism Act 2009,
also creates significant compliance costs.
There is no available data on the overhead costs for law firms so we can only give anecdotal
indications of their costs. Speaking about practicing at legal aid rates, Frances Joychild QC
suggested working exclusively at legal aid rates would mean a lawyer would make a minimal
income: “You don’t make a living on legal aid or low bono… its expensive running chambers and
keeping practicing certificates and professional indemnity insurance…”.92 In 2015, then Criminal
Bar Association vice-president Noel Sainsbury said a beginning lawyer doing duty solicitor work
in Manukau at the rate of $90 per hour would make “$150,000 per year [which] isn’t a bad income”.
Sainsbury went on to explain the impact of overheads on this: “A typical lawyer might have to pay
$75 per hour in overheads … you’d be paid more as a mechanic, frankly”.93 These quotes are from
lawyers practicing in the personal plight sphere where lower fees are charged. Higher hourly rates
will of course more easily cover overhead costs, although those overheads may also be higher.
Education and training
Graduate lawyers entering a firm have obtained a Bachelor of Laws but will usually still need to
complete the post-graduate certificate referred to as ‘Professionals’ or ‘Profs’, before they can be
admitted to practice as a barrister and solicitor. Professionals takes between 13 to 19 weeks to
complete via an online course with short onsite components. Firms often meet the cost of the
Professionals course and provide time off for the graduates to complete the training.

University of Otago Legal Issues Centre “Explorations in Civil Justice: A Panel Discussion” 7 June 2018
<www.youtube.com>.
93 Sasha Borissenko "Legal Aid and Access to Justice" (2015) 868 LawTalk 79.
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While the Professionals course is designed to give some technical training, expertise in the practice
of law only develops through practice. Firms must therefore invest significant resource in “on the
job” training for graduate lawyers. New graduates will have a charge-out rate and therefore at least
some of this cost will be passed on to clients. However, the degree of training and supervision that
is required means that graduate lawyers may not be profitable for their employers.
Once qualified, ongoing training costs are relatively low. They include activities such as keeping
up to date with new technological systems and ensuring all lawyers complete their 10 hours per
year of Continuing Professional Development (CPD). CPD courses have a cost in terms of both
time and fees for sessions, but there are many low cost and free options.
Partners’ profits
What is left at the end are the equity partners’ profits. The amount of profit that equity partners
make in New Zealand is not readily available. Statistics New Zealand data shows that total income
from the sale of legal services has risen steadily between 2010 and 2016.94 Provisional figures for
2016 show an annual income of $3.3 billion,95 with total income per employee of $214,500 and
total ‘surplus’ per employee of $70,900.96 This of course will not be evenly distributed with some
firms earning much more than others. A summary of a survey of 41 New Zealand firms in 2016
showed that the 10 best-performing partners in the survey earned average annual revenue of $1.3
million per partner and the bottom 10 partners in the survey earned an average of $422,800 per
partner.97 The financial results were “self-reported” by the firms.98 The summary gives little
information about the size, location and practice area of the firms involved, and gives no
information about how the 41 firms were selected, for example, whether the survey was based on
a random sample. This data cannot therefore be the basis of any general conclusions about profits
for owners of law firms in New Zealand; further information is needed.

Geoff Adlam "Snapshot of the Profession" (2018) 915 LawTalk 43 at 58 (2018 Snapshot), referring to Statistics
New Zealand data.
95 More recent data from Statistics New Zealand (for the year ending 30 September 2017) shows that this figure
continues to climb, with provisional total income generated from the legal services industry reported at $3.464
billion: Adlam, above n 22 (2019 Snapshot) at 41.
96 Adlam, above n 94 at 58 (2018 Snapshot), referring to Statistics New Zealand data.
97 Australian Legal Practice Management Association “2016 NZ Financial Performance Benchmarking Study”
(results summary) <www.alpma.co.nz> (results summary on file with the authors).
98 At 1.
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4. Lawyers’ Fees and Access to Justice
The price of legal fees has a direct impact on the accessibility of justice in New Zealand. The most
recent national study, which quantified the level of unmet legal need (Legal Needs Study), found
that:99
Across New Zealand, 29% of the total population aged 15 years and over are likely to
have experienced at least one non-trivial problem over the last 12 months that could
have required legal services to resolve.

Lawyers’ fees were identified by respondents as a significant contributing factor as to why people
with a legal problem do not approach a lawyer for help:100
Over a quarter of people with problems (27%) felt that the fear of cost had stopped
them from approaching a lawyer to help them with their problem or to see if they could
get legal aid.

Lawyers’ fees were the greatest barrier for respondents requiring help for immigration issues (37
per cent) and family/whanau problems or relationships breakdowns (34 per cent), but was also a
barrier for consumer related issues (20 per cent) and money and debt problems (29 per cent).101
The legal aid scheme does not provide a comprehensive solution. To access legal aid, an applicant
needs to meet certain eligibility criteria, including an income threshold that varies depending on
factors such as the applicants’ number of dependents.102 The strict eligibility criteria exclude people
in genuine need, including most applicants who are not beneficiaries.103 The ‘working poor’ and
even middle class – all of whom are ineligible for legal aid – are unable to afford to pay lawyers’
private rates and therefore have little access to legal services.104 They must also find a lawyer willing
to take the case at legal aid rates, which is also a challenge with a sharp decline in the number of
providers105 due to high costs and low income from this work.106
We therefore also need to find ways to make the legal services market accessible to New

Ignite Research (Report commissioned by the Legal Services Agency) Report on the 2006 National Survey of Unmet
Legal Needs and Access to Services (Ignite Research, Wellington, 2006) at 15.
100 At 79.
101 At 79.
102 Kayla Stewart and Bridgette Toy-Cronin The New Zealand Legal Services Mapping Project: Finding Free and Low-Cost
Legal Services Pilot Report (University of Otago Legal Issues Centre, 2018) at 10 (www.otago.ac.nz/legal-issues).
103 At 10-11.
104 At 11.
105 At 12.
106 New Zealand Bar Association Working Group on Access to Justice Access to Justice: Āhei ki te Ture (New Zealand
Bar Association, 2018) at [1.24].
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Zealanders. This paper has been a first step along that path by introducing what is currently known
about pricing and the business of law in New Zealand. There is further groundwork to be done
before venturing into pathways for change. We are also looking at the regulatory regime and
compliance framework for lawyers’ ethical obligations regarding charging, and at the international
literature on lowering the cost of dispute resolution services. Together with this paper, this work
will lay the foundation for further research on how to make New Zealand dispute resolutions
services more affordable for all New Zealanders.
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