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size only really starts to have a positive im-
pact on practice revenue per head once a 
practice has 10 or more staff. From here on-
wards, the bigger a practice gets, the higher 
its revenue per head, showing a strong rela-
tionship between size and revenue. Growing 
a practice from (say) three to six people seems 
to have very little impact on the revenue 
achieved per head; but grow from 20 to 25 
and the effects are more rewarding.

Profits
One of the principal aims of running a busi-
ness is to make a profit. On the face of it, the 
figures appear to show that small practices 
make greater profits per head than large ones. 
But because profit includes the dividends 
paid to sole principals, partners and direc-
tors, they not only reflect the investment 
made in the business over years, but often in-
clude directors’ regular pay. Average profits 
per fee earning staff are therefore highest for 
one and two person practices. Interestingly, 
average profit per head is very similar among 
the next four size groups, covering practices 
with between three and 50 staff; each size 
group reports average profits per head of be-
tween £16,000 and £18,000. The figure falls 
to £13,000 for the largest practices (50+).

Expenditure
Expenditure as a proportion of revenue rises 
as practices get larger. However, if we exclude 
salaries from the figures, then expenditure as 
a percentage of revenues becomes much more 
even across the practice sizes – between 38 
and 45 per cent of revenue across all but the 
very smallest (one and two person) practices. 

More than half of average practice ex-
penditure is spent on personnel. It’s a re-
markably similar proportion for all practice 
sizes with five or more staff, accounting for 
between 41 and 49 per cent of revenue. Many 
other elements of expenditure account for 
similar proportions of revenue across the 
practice sizes: spending on premises is be-
tween five and seven per cent of revenue for 
all sizes; four per cent is spent on IT, market-
ing, financial and legal activities by business-
es with between two and 50 staff; practices 
with three or more staff spend two to three 
per cent of revenue on travel. The larger 
firms, with 50 or more staff, spend more than 
others on IT, marketing, financial and legal 
(six per cent of revenue) and other items in-
cluding PII, capital equipment and R&D.

New business
The survey asked practices how many pro-
jects they had bid for in the last year. The 
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Main source of expenditure

� Personnel
� Premises
� IT, marketing, financial, legal
� Travel
� Other


