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Abstract. The article reveals the features of the economic analysis of 
legal service enterprises. The key assets of enterprises of this type are 
formed by intangible assets — the competence of specialists in the field of 
law, their experience and reputation. For the accounting and analysis of 
these values, the concept of reputation-competence capital is formulated, 
which is considered as a set of assets of an enterprise that provides legal 
services, ensuring the quality of services and their competitiveness. The 
complexity of assessing such characteristics of service as reputation and 
competence leads to use of relative indicators formed by an expert and 
expressed in points. The analytical potential of these assessments is 
limited, but their formation is extremely important for management of 
enterprises that provide legal services, since it allows to select the optimal 
options for development of legal services considering the increase in 
intangible assets related to reputation and competence capital. 

1 Introduction 
Provision of legal services accompanies the entire history of formation and 

development of civil institutions in society. However, despite the fact that provision of 
legal services has a long history, the forms of their provision remain largely conservative. 
Thus, the predominant forms of rendering legal services are individual services in the form 
of obtaining legal services or provision of legal services by organizations consisting of 
several lawyers or lawyers of other specialties. Customer service is carried out in the 
process of personal contact, the main work is the preparation of documents and their 
submission to various legal institutions.  

Compared to the complex technological activities in industry, agriculture, 
infrastructure, network services and other sectors of the economy, the business of providing 
legal services can be mistakenly perceived as simple in the organization, and open to 
analysis. So, if we consider the work of an individual lawyer, then the income he/she 
receives from servicing the customer and the time spent on providing the service allow to 
assess the effectiveness of the work, its profitability and other economic parameters of the 
activity. Such assessments will be logically correct, but they will not allow a 
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comprehensive analysis of economic activity in the field of legal services, since the 
analysis shall not only measure individual phenomena and processes of economic life, but 
also allow to identify its cause-and-effect relationships, to establish patterns of 
development of a law firm. Therefore, to study the economic content of legal services, it is 
not enough to assess its profitability and costs — it is necessary to investigate the sources 
and resources that make it possible to provide high-quality and complete legal services, to 
determine the areas of investment in the development of legal services. 

To solve these problems, it is necessary to expand the system of indicators for the 
analysis of economic activity, supplement it with assessments characterizing those assets of 
the enterprise, the functioning of which directly affects the scale and quality of provision of 
legal services. The process of providing legal services itself must be considered not just as 
the result of the efforts of an individual (even if the services are provided by one specialist 
personally), but as a result of the work of a business entity — an enterprise. Use of the 
category "enterprise" to designate a producer of legal services focuses on the processes of 
formation of an economic result through use of material, personnel, information, financial 
and other resources of a business entity. An individual lawyer or a law firm can be 
considered as an enterprise of legal services — regardless of the subject composition, such 
an enterprise implements the entire technological cycle of legal services, which is 
necessary for research as part of an economic analysis of the processes of providing legal 
services. This approach is used for the first time, but it is the basis for integration of 
traditional and specially developed methods of researching economic activity in the field of 
legal services. 

2 Study Methods 
The methodological basis of the study was formed by the methods of economic analysis of 
service processes and the assessment of the efficiency of enterprises functioning in the 
service sector. We used both traditional methods of analyzing economic activity, which 
allow assessing the efficiency of using the resources of an enterprise: material, commodity, 
financial, personnel, information, as well as specific assessments reflecting the peculiarities 
of the functioning of business service enterprises, which include legal service 
organizations. 

Specific economic assessments of legal activities are based on the study of the features 
of the technological process of providing legal services. It is important to emphasize that 
production and technological processes of law firms differ in composition and structure 
from the activities of enterprises in other sectors of the economy. The material component 
of the production and technological activities of law firms is much less informational. So, 
as a key technological process of a law firm, one can single out information exchange (in 
the form of workflow) between the customer and other participants in legal relations, as a 
result of which the customer's legal status changes (gaining new rights, changing legal 
status, defending violated rights, and etc.), which is the result of provision of legal services. 
The workflow itself is carried out as a result of a qualified legal analysis of the initial data, 
existing legal norms and information obtained in the course of the trial of the customer's 
case, as well as in interaction with a wide range of third parties (other civil parties to the 
proceedings, supervisory and regulatory bodies, and etc.) that affect legal status of the 
customer. The technology of this process differs from the traditional production stages of 
the release of material products, which requires clarification of the techniques and methods 
for analyzing economic activity in this area. 

The technology of legal services does not depend on the scale of attracting specialists 
and is structurally different from traditional industrial and commercial activities - in the 
system of legal services, the key element is legal operations, performance of which 
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practically does not depend on whether they are performed by a specialist individually or as 
part of a group, which hides the role and significance the production system itself for 
provision of legal services as a specialized organization with its own technological process, 
using resources to obtain the planned results. 

Techniques and methods for analyzing economic activities in the field of legal services 
shall allow assessing the effectiveness of each stage of provision of legal services, the 
rationality of using resources, and the effectiveness of all work with customers. Methods 
for the analysis of economic activity in the legal sphere shall make it possible to assess not 
only its financial results, but also the change in the assets of the enterprise, for which it is 
necessary to use the methods of assessing both tangible and intangible assets. 

To assess the scale of economic activity in the field of legal services, the study used 
methods of statistical analysis, as well as expert assessments of the quality and 
effectiveness of the provision of legal services. 

When performing investment modeling, financial calculations were carried out in order 
to choose the best option for investing in development of the capital of a legal service 
company. 

3 Study Results 
The main result of the study is formation of a set of techniques for analyzing key intangible 
assets of legal service enterprises, ensuring competitiveness and long-term financial 
stability of economic activity. 

Capital funds are considered as the key assets of a legal service company, the operation 
of which ensures the key characteristics of activities in this area - competence and trust in a 
law firm. These intangible aspects of the service process are leading for legal activities and 
are considered as the reputation and competence capital of the legal service company. 

This type of capital is one of the forms of intellectual capital, the conceptual 
understanding of which took shape in the scientific references at the end of the twentieth 
century and is actively developing now [15], [16], [22], [29], [31]. Also, allocation of 
reputation and competence capital is development of the already developed in economic 
theory and practice of the study of goodwill [18], [23] - intangible resources that are not 
amenable to an unambiguous financial assessment, but are the sources of the company's 
competitiveness.  

The main assets of a legal service enterprise that ensure its competence are the 
knowledge and skills of specialists, their ability to perform all the required procedural 
actions and documentary operations. The technical equipment of specialists is also 
important, which requires accounting and analysis of technical and informational means as 
important assets of a legal service enterprise. The assets that affect the competence of the 
enterprise can include organizational mechanisms that ensure the sustained and timely 
execution of all customer service operations. The economic analysis of this type of assets is 
closest to the assessment of the production, technical and qualification characteristics of an 
enterprise; it can be based on use of existing indicators of provision of performers with 
technical means, personnel of the required qualifications, as well as permits, licenses and 
other intangible assets. 

In market conditions, it is not enough to have only the means of producing products or 
providing services. Without connections with consumers, even the best specialists will not 
be able to implement their competence, therefore, the technology of interaction with 
consumers is also a firm's capital, which is expressed in its reputation. Reputational 
resources are the most difficult to assess, despite the fact that quite a lot of attention has 
been paid to them recently and various approaches to accounting and analysis of this type 
of assets are being developed [9], [10], [11], [17], [19], [21], [26], [33]. 
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In general, the following definition can be given: "Reputation and competence capital is 
a set of tangible and intangible assets of an enterprise, the operation of which ensures 
provision of high-quality competitive services, the achievement of innovative results in 
legal activities". 

Assets of reputation and competence capital can be measured in kind (the number of 
licenses, the level of qualifications of specialists, and etc.), conditional (points, indices, and 
etc.) and value terms. The key characteristic of these assets is that they do not just take part 
in the operation of the enterprise, but they are a source of additional value, increasing the 
quality of services in comparison with existing offers on the market and provide an 
opportunity to offer customers unique services. These assets include both technical means 
of service, including buildings and premises, telecommunication systems that allow to 
provide a comfortable service, and intangible means - licenses and patents, which provide 
the right to carry out certain activities, and the competence and qualifications of employees 
who are able to solve complex problems in the course of customer service. 

The processes of development of reputation and competence capital reflect the key 
cause-and-effect relationships and patterns of functioning of the legal service enterprise, 
their study makes it possible to clarify the composition and direction of economic analysis 
of this type of economic systems. The results of the exploitation of reputation and 
competence capital are the achievement of the following effects: 

1) attracting customers; 
2) provision of quality services; 
3) achieving customer satisfaction from teamwork; 
4) improvement of the regulatory and legal mechanisms of society considered as the 

highest result of legal activity. 
Achievement of these effects presupposes the most efficient implementation of all 

technological components of a legal service enterprise in order to solve complex 
professional problems. Accordingly, the qualification parameters of each technological 
operation, as well as the effectiveness of interaction with customers and counterparties, 
shall be considered and expressed in the form of an assessment of use of the company's 
reputation and competence capital. The economic analysis of a legal service enterprise 
considering the exploitation of its reputation and competence capital, combines both 
traditional methods of assessing the composition and structure of fixed assets, labor, and 
other assets, as well as new approaches to the analysis of performance results - both service 
effects reflecting the completeness of solving problems and the quality of service, 
customers, and social effects in the form of an impact on the state of the entire legal 
system.  

Techniques and methods for assessing this type of capital are based on the methods 
used for the assessment and analysis of intangible assets and goodwill [27], [30], [32], but 
are integrated with financial and production and technical indicators. 

The indicators of reputation and competence capital complement the existing 
assessments of intangible assets considering the following: 
- parameters of the reputation of the legal service company: customer satisfaction, company 
recognition, trust in the organization; 
- characteristics of competence: provision of technical means, the level of qualifications of 
specialists, the proportion of complex cases, the achievement of legal innovations in the 
process of providing services. 

The analysis of the technical aspects of provision of services - provision of modern 
means of performers - can be carried out on the basis of traditional indicators for assessing 
the capital-labor ratio. 

Customer satisfaction, visibility and credibility of the company are studied using a 
system of marketing research. 
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means of performers - can be carried out on the basis of traditional indicators for assessing 
the capital-labor ratio. 

Customer satisfaction, visibility and credibility of the company are studied using a 
system of marketing research. 

These methods are developed quite fully for business service firms and can be used in 
full when assessing the corresponding assets of the reputation and competence capital of a 
legal service company. 

The most difficult component of the reputation and competence capital of a legal 
service enterprise is the analysis of the level of its competence. 

For legal activities, the main indicators for assessing the qualifications of specialists 
are: experience, number of cases, the presence of legal innovations. To form a single 
indicator of these parameters, it is offered to evaluate them according to a specially 
developed scale in points using an expert method. Comparison of the scores of an 
individual specialist with the highest possible estimates of seniority and the number of 
cases reflects the skill level of the personnel. Presence of legal innovations must be 
assessed very highly, therefore, if a specialist has them in his/her asset, then his/her 
qualifications shall also be assessed highly, regardless of the length of service and the 
number of cases. It shall be noted that the classification of legal work according to the 
degree of complexity does not yet have a uniform assessment and it is offered to evaluate 
the increased complexity of legal work with additional points if it contains one of the 
following characteristics: the case has been judged by several instances; a number of 
specialized examinations were used; the proceedings are conducted in related branches of 
law. If in the course of a specific case a legal innovation is achieved and a precedent is 
formed that can affect the state of the rule of law, then, of course, this work is considered as 
complex. 

Use of the above estimates makes it possible to analyze the structure of the qualification 
component of the reputation and competence capital of a legal service enterprise by 
determining the proportion of highly qualified specialists in the total number of employees. 
That is, the offered accounting of complex cases and the identification of legal innovations 
reflects the significant results of provision of legal services and characterizes not only 
individual specialists, but also a legal enterprise as a whole, allowing to form such an 
indicator as an index of reputation and competence capital. 

The offered reputation and competence indicators are expressed in relative terms, which 
allows them to be analyzed economically in conjunction with financial assessments. For 
this, index indicators are formed, which can be analyzed together with various financial 
indicators, which are percentage estimates of various economic characteristics and 
weighted considering their role and significance for the economic activity of the enterprise. 

Namely, the method of multivariate comparative analysis is applicable, based on the 
method of Euclidean distances, which makes it possible to compare not only the absolute 
values of the indicators of each enterprise, but also the degree of their proximity to the 
reference indicators. For this, indicators of reputation and competence capital form a single 
data matrix with traditional financial indicators, such as: cost-effectiveness; financial 
stability; autonomy coefficient; service rhythm index. 

As a result of bringing the indicators to unity with the clarification of the influence of 
each characteristic on the process of comparative analysis by weighting coefficients 
established by expert means, a matrix of indicators is formed, which makes it possible to 
rank and compare the economic activities of various law firms. Such a comparative 
analysis allows the management of a legal service company to select the most promising 
and effective options for investing in the development of systems for provision of legal 
services. 

4 Discussion of Results 
Developments presented in the scientific references on the analysis of economic activities 
are more focused on assessing the efficiency of production activities, the scale of the 
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financial results achieved and the factors that influenced them, the rationality of use of 
enterprise resources [1], [2], [3], [4], [ 5], [6], [7], [14]. For a legal service enterprise, these 
assessments are also necessary, but they will not allow a systematic analysis of all aspects 
of economic activity, since they are based on quantitative indicators of the expenditure of 
financial and material resources, equipment performance and other assessments of 
economic processes that have little effect on the results of work in the legal field. It is 
necessary to consider the specifics of legal services, clarify and supplement the existing 
methods of business valuation, which is based on use of intangible assets. Therefore, it is 
quite natural that in the scientific references the problems of poor knowledge of economic 
activity in the legal sphere are considered, the importance of formation of new methods of 
economic analysis of the sphere of legal services is emphasized [20], [24], [28].  

Connection between the skill of the service provider and its quality is obvious, but for 
the sphere of legal services, both of these characteristics of the service are difficult to 
measure [12], [13]. Thus, assessment of the quality and results of services in the most 
complex type of legal services - litigation - cannot always be carried out from the 
standpoint of analyzing the degree of customer satisfaction from provision of services. An 
expert professional analysis of all aspects of provision of services can be an assessment of 
the quality of a lawyer's work in the process of litigation, but such an analysis is complex 
and requires an individual approach to each case, which makes it difficult to formalize and 
use it to assess the quality of legal services.  

The complexity of assessing the quality of provision of legal services in the event of 
litigation shall not impede the consideration of legal innovations, which act as an 
independent criterion for assessing the competence of specialists providing legal services.  

Legal innovations achieved in the process of litigation not only change the legal status 
of the parties to the dispute, but also affect the entire legal field. This is an extremely 
important result, which is noted in legal sciences, but it shall also be considered when 
assessing the level of services provided by a legal service company, since the organization's 
ability to influence the entire legal environment highly characterizes its business reputation 
and competence, creates competitive advantages. Therefore, if a legal service company 
took part in development of a court decision that is significant for the law, then this can be 
considered as evidence of its high competence, and the decision itself (or another 
significant legal fact) can be designated as a legal innovation and be considered as an 
independent result of the enterprise's work. 

In a word, the work of an enterprise to achieve legal innovations, support for the 
functioning of the lawmaking channel is an important socio-economic result of the activity 
of a legal service enterprise, which characterizes it highly. Participation in development of 
legal innovation can be considered as the highest characteristic of the qualifications and 
abilities of a legal service company. Therefore, it is necessary to evaluate the results of the 
work of a legal service enterprise considering its ability to act as an element of the 
mechanism of normative legal regulation, influencing the relations of subjects of law in 
order to regulate them. Legal innovations as a result of the work of a legal service 
enterprise shall be considered not only from the point of view of assessing the 
qualifications of specialists, but also from the standpoint of the orientation of the 
management of the enterprise's economic activities towards achieving professional heights, 
which requires appropriate resource support and analysis of all aspects of production and 
commercial activities. 

In the field of law, there is a discussion about how exactly legal innovations are formed, 
how they are expressed. From the point of view of assessing the reputation-competent 
capital, it is important to participate in the process of forming legal innovations, which shall 
be assessed as innovative results of the work of a legal service enterprise. 

Use of conditional scores in points allows to form an assessment of such participation 
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and reflect it in the index of the reputation and competence capital of the legal service 
enterprise. 

Clarification of the composition and structure of the results of the work of the legal 
service enterprise considering the influence on these results of reputation and competence 
capital, is the basis for finding the optimal composition of measures to expand the assets of 
this type of capital. 

The following actions are considered as the main activities that contribute to the 
expansion of reputation and competence capital: development of regulatory and reference 
support, expansion of the fleet of communication and computing equipment, strengthening 
of discipline, professional development of specialists, expansion of cooperation with 
experts in the field of law. 

Increasing capital in all of these areas requires, as a rule, significant costs [25]. 
Financing such costs from our own sources of funds can be difficult, as well as attracting 
credit or other third-party resources, since intangible assets are acquired that cannot act as 
collateral and be considered as a means of securing the return of borrowed funds. 
Therefore, with a limited budget, it is necessary to form such a set of measures to expand 
the reputation and competence capital, which, at the lowest cost, will ensure the greatest 
efficiency of the invested funds. 

To carry out such an assessment, the costs of improving the existing technology of 
activity are compared with the expected change in the service process: reducing the time 
for providing services, improving their quality, reducing costs. These techniques are widely 
used to improve the management of various service enterprises (including among business 
service enterprises), but are extremely poorly used in the field of legal services. Insufficient 
organizational and analytical support of economic activity in the legal sphere is considered 
as one of the reasons for this situation [8]. 

Formation of the category of "legal service enterprise" and allocation of reputation and 
competence capital as a key asset in provision of legal services are aimed at expanding the 
methodology of economic analysis in the field of legal services and at overcoming this lag 
in analytical support of economic activity in the legal sphere. 

5 Conclusion 
Legal service enterprises differ in their production activities, composition of production 
factors, cost structure and results from enterprises in other sectors of the economy. 
Personnel qualifications, experience in solving legal problems, techniques and methods of 
working with customers play a special role in the work of legal service enterprises. These 
parameters are difficult to measure and consider. Most of the methods of modern economic 
analysis are aimed at assessing the effectiveness of use of material resources, equipment, 
financial resources, labor costs. The efficiency of economic activity is assessed by a set of 
financial indicators. However, the financial indicators of economic activity poorly 
characterize the current state and prospects for development of activities for provision of 
legal services, since they do not fully reflect the key characteristics of enterprises of this 
type, first of all, their competence parameters. So, legal service enterprises can implement 
massively demanded standard services (for example, for registration or preparation of 
standard documents) and receive a stable high income. Wherein, specialists who provide 
highly qualified assistance cannot always receive a stable decent remuneration, which does 
not allow a full comparison of the activities of various law firms based on a comparison of 
their financial indicators. To carry out such an analysis and comparison, it is necessary to 
develop multifaceted indicators that consider the production, organizational, technical, 
qualification, information capabilities of legal enterprises.  

Use of multifaceted assessments of the activities of legal service enterprises allows not 
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only to draw up a full-fledged description of their functioning, but also reveals the role and 
value of those assets of the enterprise that ensure its high competence in the legal field and 
a stable reputation among consumers and colleagues. These assets are allocated in an 
independent type of capital - reputation and competence, which is formed by tangible and 
intangible means that provide a high level of legal services, the achievement of legal 
innovations, a high degree of consumer satisfaction with the services provided. The concept 
of reputation and competence capital is based on theoretical and methodological 
approaches to the study of the intellectual capital of an enterprise, the allocation of 
goodwill of the company, and on the methodology for forming estimates of the intangible 
assets of an enterprise. Complementing and expanding these approaches, a system of 
analysis of reputation and competence capital is formed, which is considered as the main 
object of economic analysis in the study of the economic activity of legal service 
enterprises. 

The methodological basis for assessing the reputation and competence capital is the 
techniques and methods of goodwill analysis, which are widely presented in the scientific 
references. So, for the assessment of intangible assets of this type, relative comparisons are 
widely used using scores and ratings. Based on the existing techniques, it is offered to form 
a system of indicators for the analysis of reputation and competence capital by groups: 
organizational and technical characteristics; competence parameters; reputation and image 
capabilities of the enterprise; indicators of assessments of reputation and competence 
capital. The indicators of each group are adapted to the activities of the legal service 
enterprise, which made it possible to form a methodology for rating assessments that 
combine the financial indicators of the activities of legal service companies and the 
characteristics of their reputation and competence capital.  

Allocation of reputation and competence capital as a key asset of a legal service 
enterprise sets as the most important task of managing an enterprise of this type to make 
investments in increasing capital. Measuring reputation and competence capital allows to 
choose the best investment option with a limited development budget. Selection process is 
based on a comparative assessment of the degree of increase in reputation and competence 
capital when investing only in certain types of assets, which allows to consistently increase 
capital from the company's own funds, without resorting to credit resources, access to 
which is quite difficult for legal enterprises that do not have significant material values that 
can act as collateral for a credit. Wherein, the development of an enterprise is necessary to 
ensure a stable position in the market and a consistent development policy shall be based 
on a clear understanding of the role and importance of reputation-competence capital, 
planning and implementation of measures to increase it. 

Implementation of the offered recommendations helps to improve the quality of 
management of law firms, stimulates the expansion of the range of legal services provided, 
and also affects development of the regulatory framework of modern society, which is one 
of the most important aspects of stable and dynamic development, is a condition for 
formation of effective and modern institutions of economic growth. 
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