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ABASTRACT 

The research on law and organizations has experienced multiple phases: law as an incentive for or 

constraint on organizational compliance, law as an element of the wider institutional environment 

surrounding organizations, and law the meaning of which is in turn shaped by the proactive 

practices by the organization. Additionally, an emerging strand of entrepreneurship research has 

begun to view legislative change as a source of business opportunities. However, few attempts 

have been made to analyze the relationship between law and organizations combining existing 

perspectives on law and organizations and on entrepreneurship. In this article, I first examine the 

positive direct economic impact of law on law firms through providing opportunities for a new 

legal service since entrepreneurship research suggests that law can influence organizations’ 

structural decisions about whether to practice employment law. Next, I argue that the legal 

environment also indirectly affects law firms negatively through client organizations. An 

employee-friendly legal environment makes client organizations more heedful of potential 

negative consequences and their proactive and careful responses, in turn, alleviate the pressure on 

law firms to practice employment law. Using a hierarchical logistic regression and controlling for 

other variables, my findings show that an increase in the number of employment complaints leads 

to a higher likelihood of law firms practicing employment law. It also reveals that a progressive 

state legal environment decreases that likelihood.  
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INTRODUCTION 

 

The relationship between law and organizations has received substantial attention from 

organizations scholars. Economists have regarded law as a system of incentives and constraints 

that shape organizations’ decisions (Cooter, 2000). It is assumed that organizations are rational 

choice agents and decide on compliance with or violation of law based on their calculation of the 

consequences. On the other hand, organizational scholars have argued that legitimacy as well as 

efficiency concerns influence organizations and have viewed law as a source of social norms and 

understandings of “proper” organizational practices, and therefore as part of the institutional 

environment where organizations are embedded (DiMaggio & Powell, 1983; Dobbin et al., 1988; 

Edelman, 1990; Edelman & Suchman, 1997; Meyer & Rowan, 1977). Edelman and her 

colleagues have further argued that organizations also affected the meaning of law (Edelman, 

Uggen, & Erlanger, 1999). On numerous occasions, the meaning of law is neither clear nor 

firmly fixed so organizations proactively affect the interpretation of law in their favor. 

More recently, entrepreneurship research has delved into the facilitative effect of law on 

organizations by examining the role of legal changes in creating entrepreneurial opportunities. 

Entrepreneurship scholars point out that changes in laws may encourage entrepreneurs to take 

advantage of such changes (Tolbert, David, & Sine, 2011). New legislation may forbid or 

delicense certain organizational practices, explicitly or unintentionally supporting the rise of 

alternative practices and, thus, new entrepreneurial opportunities. The entrepreneurship literature 

has focused on this constitutive aspect of law.  
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Previous research has provided insight into how law and organizations work together but 

there is still a need for further contributions. First, the law and organizations and 

entrepreneurship traditions are aware of the others’ analyses of the different effects of law on 

organizations but no one has attempted to fully integrate them. Law can be both source of norms 

of organizational decisions and an economic incentive for entrepreneurial opportunities. Next, 

the existing institutional research on law and organizations has focused on the direct effect of 

law on organizations but paid little attention to the indirect effect on organizations through 

another type of organizations which focal organizations depend on for survival. Last, in dealing 

with law and organizations, scholars have treated lawyers and law firms merely as intermediaries 

working for the interests of organizations, paying little attention to law firms as a site of 

organizational changes and decisions affected by law and their clients (Dobbin & Kelly, 2007; 

Edelman, Abraham, & Erlanger, 1992; Edelman et al., 1999). 

Drawing on both the contributions and limitations of the previous research, I investigate 

how changes in law affect corporate law firms’ structural decisions. My first thesis is that, as 

legal service providers seeking new business opportunities, law firms will add employment law 

as an area of practice when they believe there are sufficient business prospects created (perhaps 

unintentionally) by the passage of employment laws. Next, I argue that due to the nature of their 

business, the legal environment, which refers to law and sanctions, norms, and cultural 

expectations which is one of the sources of institutional pressure (Edelman, 1990),  indirectly 

places pressure on law firms. When client organizations respond to the legal environment 

regarding employment practices, they, in turn, form normative expectations about how corporate 

law firms need to serve their interests. The clients’ responses to law and resultant expectations of 
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law firm services form a normative pressure on law firms, compelling them to practice 

employment law. 

In this study, I attempt to understand how the different employment laws and legal 

environments in different states affect law firms. The unique procedural requirement for lodging 

a workplace discrimination complaint or charge against an employer provides an appropriate 

research setting for empirically studying the influence of employment laws on law firms because 

it helps gauge the extent to which employment law services are needed. Moreover, I compare the 

enactment status of a series of employment laws of fifty states and Washington, D.C. In so 

doing, I manage to measure the degree of liberalism of each state legal environment.  

The paper is organized as follows. First, I will briefly give an overview of the existing 

literatures and the research setting. Then, I introduce the complaint procedure for the invocation 

of employment law rights to understand how it is related to law firm business. Next, I 

hypothesize that higher number of employment law complaints leads more firms to practice 

employment law. I also put forward two opposing hypotheses on how legal environments 

indirectly affect law firms’ decisions to practice employment law. I also hypothesize an 

interaction between the number of the charges and the legal environment. Data analysis and 

discussion follows. My findings confirm that the number of the complaints positively affects law 

firms’ decisions to practice employment law. Findings also reveal that a more liberal or 

progressive state legal environment negatively affects law firms’ decisions to practice 

employment law. 
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LITERATURE REVIEW 

Relationship between Law and Organizations 

 

Edelman and Suchman (1997)’s review article on law and organizations divided the 

existing perspectives on law into two categories: materialist and culturalist. Thus far, many 

economists and legal scholars have provided materialist analyses, arguing that law affects 

organizational decisions and behavior mainly through economic sanctions (Cooter & Ulen, 1988; 

Cooter, 2000). Organizations are assumed to be rational choice agents who calculate the 

expected benefits of violating legal mandates and expected costs of penalty if detected by the 

authorities. They observe law if doing so brings in bigger expected value and violate it if the 

expected cost of fines is smaller than the expected benefits from violation. Organizations 

scholars agree that the materialist approach provides important insights into the effects of law on 

organizational decisions (Edelman, 1990; Hirsh, 2009) 

However, organizations scholars regard law not just as a set of coercive regulations 

enforced by the authorities but also as one of the elements of the broader institutional 

environment, or the legal and normative surroundings where organizations are embedded 

(DiMaggio & Powell, 1983; Hirsh & Kornrich, 2008; Meyer & Rowan, 1977). That is why 

organizations scholars have been categorized as culturalist (Edelman & Suchman, 1997). Their 

expanded view on the role of law has helped them analyze how the legal environment has helped 

shape organizational practices. For example, equal employment opportunity (EEO) law was not 

treated merely as coercive regulation imposed upon employers by the state authorities. In 

contrast, they have argued that it has gradually gained a norm-like status in American society 

since the 1960s. Edelman (1990) has argued that the civil rights movements and passage of the 



5 

 

federal statutes created the normative environment in which organizations established new 

grievance mechanisms. Sutton et al. (1994) have also argued that a series of federal laws created 

uncertainty about organizations’ governance practices. These scholars argued that organizations 

instigated internal due process procedures in response to the normative pressure and uncertainty.  

According to this culturalist account, the materialist perspective mistakes the direct 

regulative effect of law for the mechanism that leads organizations to establish specific internal 

procedures. The federal statutes remained silent about how organizations should comply with the 

objectives of the laws. Rather, the legal environment made organizations feel pressured to 

establish internal grievance procedures in order to insulate themselves from delegitimation 

threats (Edelman, Erlanger, & Lande, 1993).  

Edelman and her colleagues paid special attention to organizations’ reactions to EEO law 

and argued that the establishment of internal grievance procedures was symbolic rather than 

substantive (Edelman, 1992; Edelman et al., 1992). Although organizations can devise 

alternatives that can substantively improve workplace equality, organizations claimed that the 

practice of setting up internal grievance procedures should be regarded as a way of complying 

with the EEO laws. In the end, this symbolic gesture effectively insulated organizations from 

liability for workplace discrimination. The meaning of compliance did not depend entirely on 

either the law itself or its interpretation by the authorities, but was constructed by organizations 

as they proactively coped with legal disputes in court (Edelman et al., 1999).  

Hirsh and Kornrich (2008) have also investigated how EEO laws and the related 

institutional environment affected employees’ filing complaints and the Equal Employment 

Opportunity Commission (EEOC)’s investigation results. Their main argument was that filing a 
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discrimination charge is a socially constructed process and, thus, that both employees’ 

perceptions of discrimination and the assessment of the charges by the EEOC were affected by 

the larger institutional environment which arises from law and social norms and serves as 

subsequent source of social norms. Their findings showed that the institutional environment 

created norms of equity and heightened awareness of civil rights among employees and that 

employees consequently filed more charges. However, they also found that a very liberal 

institutional environment makes EEOC investigators less likely to conclude that there was 

reasonable cause to believe discrimination happened because they assume that organizations in 

that environment are more attentive to the social norms and legal mandates. 

The entrepreneurship literature also has investigated the effect of law on organizations. 

First, entrepreneurship scholars have analyzed the direct, intended impacts of regulations on 

entrepreneurship. Sine, Haveman, and Tolbert (2005) argue that changes in statewide regulations 

could raise the founding rates of firms in the independent power sector because the regulations 

provide financial incentives for would-be entrepreneurs. They also found that court rulings 

favoring the new independent power sector increased the founding rates of firms providing 

independent power because these favorable rulings ensured the regulatory legitimacy of the 

sector. Second, entrepreneurship scholars have argued that law can indirectly affect 

entrepreneurship, by creating a vacuum in the market by banning a type of products, and leading 

to the creation of a market for substitutes. For example, Hiatt, Sine and Tolbert (2009) have 

found that the ban on alcoholic drinks during Prohibition provided opportunities for the 

unexpected rise of the soft drink industry.  
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Following this line of research, I investigate how employment laws have affected law 

firms’ structural decisions. The Civil Rights Act (CRA) of 1964, the amendment to the CRA in 

1991, and other EEO laws such as the Equal Pay Act of 1963 and the Age Discrimination in 

Employment Act of 1967 offered new entrepreneurial opportunities for lawyers (Tolbert et al., 

2011). These changes in federal legislation promoted employment law as a distinct practice area 

of law and accordingly law firms seeking new business opportunities will specialize in or 

diversify into employment law. 

 

Research on the legal service industry 

 

Since the 1960s, the legal profession has bifurcated into one ever-growing market 

segment and another relatively stagnant one (Galanter & Palay, 1994; Heinz & Laumann, 1982). 

The former segment is the market sphere where organizations are the clients. The other half 

focuses business on individual clients.  

The landscape of the legal service industry, however, changed again in the 1990s, 

blurring between the two types of lawyers (Heinz, Laumann, Nelson, and Michelson, 1998). 

Since the 1990s, corporations no longer abstain from suing one another in the wake of frequent 

mergers and acquisitions. Corporate law firms, formerly engaging almost entirely in 

transactional and advisory work, needed to reinforce their litigation department. In addition, 

corporate law firms began to represent individual clients. For example, Phillips and Zuckerman 

(2001) have found that many high-status large law firms practice family law these days.  
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Lawyers in the two different segments vary in status. Lawyers working for the 

corporations are better paid and considered more prestigious than lawyers for individual clients 

even though most of them are technically hired employees. Large law firms recruit most of their 

associates from top-tier law schools, who then work for several years to make partner. So, the 

division of lawyers based on the client type has intensified along with the social distinction 

starting from their law school rankings (Heinz, Laumann, Nelson, & Michelson, 1998).  

 The dichotomy of the legal services market is so strong that Phillips and Zuckerman 

(2001) have argued that crossing the boundary between the two market segments is tantamount 

to violating norms in the legal service market. For example, corporate law firms’ practice of 

family law was not appropriate in the eyes of corporate clients. Phillips and Zuckerman have 

viewed that the investigation of which firms would be most likely to conform to the norm 

provides an empirical test of the hypothesis on the middle-status conformity.  

Building on their previous research, Phillips et al. (2013) have investigated why high-

status corporate law firms had the leeway to diversify into family law but not into personal injury 

law. They argue that neither category-spanning discount by Hannan and his colleagues (Hannan, 

Pólos, & Carroll, 2007; Hsu, Hannan, & Koçak, 2009) nor Podolny’s status-based market 

competition theory (1993) could explain why family law practice was found in high-status 

corporate law firms but not personal injury law. Hannan and his colleagues argue that the 

addition of product or service categories would increase confusion and eventually cause negative 

responses among consumers. This line of argument cannot explain why family law was allowed 

but personal injury law was not, since both increase the number of practice categories by one. 

Podolny assumes that high-status actors are reluctant to engage in lower-status business because 
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their status might be adversely affected. He explains why high-status corporate law firms do not 

practice personal injury law, but cannot provide a satisfactory explanation as to why they do 

family law, since both family law and personal injury law have been considered lower in status.  

Phillips et al. (2013) has found that clients, regardless of whether their outside law firms 

effectively perform their jobs, want to see their law firms committed to their service. 

Organizations believe that their law firms are not committed to them as clients when they 

practiced personal injury law representing individual clients who could sue organizations. Even 

high-status law firms are subject to limitations on their practice due to this loyalty-based norm. 

 

OVERVIEW OF COMPLAINT PROCEDURE 
 

Non-unionized employees have been enjoying growing legal protections since the 1960s. 

The trend began when the Equal Pay Act was passed in 1963 and the landmark Civil Rights Act 

(CRA) was enacted in the following year. Title VII of the CRA of 1964 addresses employment 

discrimination. Commonly known as “Title VII”, it prohibits discrimination in the workplace on 

the basis of race, color, religion, sex, or national origin in making decisions regarding hiring, 

firing, training, discipline, compensation and any other employment-related decisions. Title VII 

also established the EEOC to hear complaints by aggrieved employees. 

An important change was made to the CRA in 1991. The amendment to the CRA, known 

as the CRA of 1991, allowed plaintiffs to seek punitive and compensatory damages of up to 

$300,000. Previously, aggrieved employees could only recover lost wages. In addition to Title 

VII, other EEO laws such as the Equal Pay Act and the Americans with Disabilities Act allow 

compensatory or punitive damages or both to be awarded to the plaintiff if she submits proof of 
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actual non-economic injuries or malice. Another change now allows either party of the dispute to 

request a jury trial. Juries are more likely to award higher damages for the aggrieved plaintiff 

since they are more likely to relate to the plaintiff (Selmi, 1996). In sum, these statutes now 

contain stronger economic incentives for plaintiffs because they have a chance to recover much 

more than back pay. 

When an employee believes that her employer has directed a discriminatory act toward 

her, she is required first to file a charge with the EEOC (Hirsh, 2009). The EEOC is required to 

investigate and deliver its investigation result to both employee and employer within 180 days of 

the receipt of the charge. During the investigation, the EEOC also attempts to mediate the 

dispute. If the EEOC finds a reasonable cause, it will schedule a meeting for conciliation. If the 

conciliation process is unsuccessful, the EEOC may prosecute the employer on behalf of the 

employee (in exceptional cases) or issue a right-to-sue letter to the aggrieved employee. Whether 

or not the EEOC fails to complete the investigation within 180 days or concludes that there is no 

reasonable cause to believe that unlawful discrimination occurred, it notifies the employee that 

she can proceed with her claim at federal court. In fact, since a large amount of backlog may 

prevent the EEOC from initiating investigations, it is often the case that the EEOC simply issues 

a right-to-sue letter (Selmi, 1996). 

Apart from the federal legislation, most states and Washington, D.C. have enacted their 

own fair employment practice (FEP) laws, the equivalents of the federal EEO laws. In contrast to 

the federal EEO laws, employers with fewer than 15 are still subject to the FEP laws. 

Furthermore, some state laws have more expansive or stronger protections. For example, in 

addition to the race, color, national origin, religion, and sex stipulated in Title VII, the District of 
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Columbia’s Human Rights Law prohibits discrimination based on “marital status, personal 

appearance, sexual orientation, gender identity or expression, family responsibilities, 

matriculation, genetic information, disability, or political affiliation of any individual”.1 

California, another liberal state, also prohibits discrimination on the basis of “marital status, 

sexual orientation, ancestry, medical condition, or genetic information”.2 On the other hand, 

Alabama, Georgia, and Mississippi have not enacted legislation banning discrimination based 

even on such basic categories as race, color, national origin, sex, and religion. 

State FEP laws have similar procedural requirements to federal EEO laws, including 

setting up state fair employment practice agencies (FEPAs). If an employee believes she was 

discriminated against by her employer under state law, she is required to first file a charge with 

the state FEPA instead of moving directly to state court for litigation. After an investigation by 

the state FEPA or a certain number of days since the date of filing the complaint, she can 

proceed to litigation at state court. As is the case of the federal procedure, the claimant can sue 

her employer even if the FEPA finds no reasonable cause or has not completed its investigation.  

In practice, the complainant tends to dual-file the same charge at both agencies because a 

discriminatory act by the employer could violate both federal EEO laws and state FEP laws and 

because the claimant can file charges at no cost with either federal or state agency (Donohue & 

Siegelman, 1991). When the same charge is received by both agencies, the EEOC is prohibited 

from initiating its investigation until 60 days after proceedings have started under state or local 

law.3 In order to prevent overlapping investigations, the EEOC signs a work-sharing agreement 

                                                           
1 D.C. Code § 2-1402.11(b) 
2 Cal. Gov. Code § 12940 (a) 
3 42 U.S.C. § 2000e-5(c)  
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with the FEPAs that meet certain requirements set by the EEOC, deferring to the FEPA’s 

investigation results.  

 

HYPOTHESES 

Direct economic impacts of employment law on law firm practices 

 

 The federal EEO laws and state FEP laws have had significant repercussions on the legal 

service industry by providing rationales for entrepreneurial action for lawyers in both segments 

of the legal service industry to engage in employment law. First, since the recent changes 

mentioned earlier in employment laws significantly increased the expected benefit from a lawsuit 

for plaintiffs and their attorneys (Farhang, 2009), aggrieved employees are now more likely to 

seek legal counsel from the beginning of or during a grievance procedure. Farhang (2009) finds 

that employment lawyers for plaintiffs spot new business opportunities and help their client file a 

charge against the employer and engage in settlement negotiations. In addition, as a result of 

employees filing charges, accused employers may need defense counsel. This suggests that 

corporate law firms have been also provided with new opportunities for expanding their 

business.  

Employment law has a special and effective procedure that helps track down the extent to 

which employees invoke employment law rights. The exhaustion of administrative procedures 

such as filing a complaint with FEPA and engaging in conciliation or settlement attempts as a 

prerequisite for a legal dispute makes it possible to gauge the direct economic impact of the 
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employment discrimination laws. In order to find out whether the 1991 amendments to the CRA 

effectively prompted employees to file more charges, Farhang (2009) tracked down the change 

in the number of the filings with the EEOC in the 1980s and 1990s, finding a significant increase 

after 1991. In a similar vein, since the state FEPAs and EEOC require the similar procedures, the 

number of state FEPA charges could indicate direct economic impact of each state’s employment 

laws on law firms located in the state.  

Moreover, since employment law issues are one of the most frequent sources of legal 

disputes within organizations, new business opportunities created by employment laws would 

not be limited to employment lawyers for the plaintiff. Defense lawyers, whose client 

organizations seek services for corporate legal matters, will also spot the new opportunities for 

expanding their practice areas.  

 

H1. The more employment charges filed in a state, the more likely that corporate law 

firms in the state will practice employment law. 

 

The possibility of reverse causality might undermine the hypothesized relationship 

between the number of charges and probability of law firms practicing employment law. In other 

words, one could argue that employment lawyers could encourage employees to file charges 

even if those charges are frivolous, a situation where the more employment lawyers would lead 

to more charges. This reverse causation could arguably come into play among the employment 

lawyers for the plaintiff. That concern might have led Farhang (2009) to argue the change in law 
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brought about incentives to plaintiffs and their lawyers. However, it cannot hold true for the 

defense side. The corporate law firms’ work begins only after a prima facie case is brought up 

against their clients. It is unimaginable and unethical that corporate law firms instigate 

employees to file charges to create business opportunities. So, for corporate law firms, concerns 

about reverse causality can be put aside. 

 

Indirect impacts of legal environment on law firm practices through client organizations 

  

The EEO laws have gradually gained a norm-like status in the society since the 1960s. 

Edelman (1990) has argued that the civil rights movements and following federal statutes created 

a new normative environment in the 1960s and 1970s. Sutton et al. (1994) also argue that federal 

legislation created uncertainty about organizations’ governance practices. In response to the 

normative pressure and uncertainty, they suggest that organizations instigated a series of internal 

due process procedures.  

The degree of liberalism of the state legal environment would determine how much 

uncertainty and pressure client organizations perceive. Suppose that a firm in an employee-

friendly state with stronger and more expansive employment laws faces the same number of 

discrimination charges as another organization in a conservative state with weaker and narrower 

employment protections; the former might be more concerned than the latter because 

organizations are likely to feel more uncertain and threatened in a state legal environment 

favoring employees.  
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The client organizations’ perceived legitimacy threats and their subsequent responses to 

them affect other organizations depending on them for survival. In other words, the state legal 

environment shapes law firms’ decisions to practice employment law indirectly through client 

organizations. Phillips et al. (2013) describe how law firms are subject to norms imposed by their 

clients. They have found that when client organizations evaluated their law firms, not only did 

they judge performance but also whether the law firms were committed to them as “corporate” 

law firms, not as law firms for “individual” plaintiff clients. Client organizations did not approve 

of law firms practicing personal injury law, seeing it as a kind of betrayal. If corporate clients 

affect negative norms governing the practices of law firms, a similar question can be asked about 

positive norms and what clients expect law firms to practice. 

If client organizations are uncertain about their employment practices because of the 

strong state FEP laws and need to consult law firms on these issues, law firms are likely to feel 

pressured to build expertise in employment law. Client organizations’ concerns and resultant 

pressure on law firms will, in turn, translate into a stronger implicit positive norm among 

corporate law firms about what needs to be done for their clients. Therefore, law firms in 

jurisdictions more favorable to employees will be more likely to practice employment law in 

order to assuage their clients’ uneasiness and comply with the implicit positive norm.  

 

H2a. The more liberal a state legal environment in terms of employee rights, the more 

likely that corporate law firms in that state will practice employment law. 
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 However, the simplistic mechanism above may not reflect the complex realities of how 

client organizations address their employment law issues. Aware of the surrounding tough legal 

environment for employers, organizations in liberal states will pay more attention to potential 

negative consequences and treat their employees favorably. This may decrease the subsequent 

concerns that those organizations might have. According to Hirsh and Kornrich (2008), a liberal 

institutional environment made EEOC investigators less likely to conclude that there was 

reasonable cause to believe discrimination happened because the investigators assumed that 

organizations in that environment would already be attentive to the norms and regulations 

regarding employment discrimination. Organizations in a liberal jurisdiction accept the high 

pressure as a given and strive to prevent employment complaints in advance or settle them at 

early stages partly because they are afraid of lawsuits and partly because they have internalized 

the norm of fair treatment of employees. 

Next, organizations’ proactive responses may affect employees’ actions, too. Hirsh and 

Lyons (2010) found that fair workplace conditions decrease perceptions of racial bias by 

employees. One condition for fair workplaces is the existence of well-established internal 

grievance procedures. Decisions made by the internal procedures for due process will also 

decrease the possibility of employment litigation since employees are more likely to accept the 

result as fair even if it is adverse. As a result, a liberal state environment would place weaker 

implicit norm of employment law practice on their law firms. 

Conversely, organizations in a conservative legal environment may place stronger 

pressure on their corporate law firm. Organizations in conservative jurisdictions may not respond 

as seriously and effectively to the employment charges as those in liberal states. Their relative 
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inattention to the adoption of anti-discrimination measures may lead to deeper discontent among 

aggrieved employees. Additionally, since employers may believe that law is on their side, they 

may feel less inclined to accept mediation and conciliation attempts made by the state FEPA and 

the dispute may need to be resolved by the courts. Client organizations in a conservative 

environment may feel that although employment-related disputes are not as financially harmful 

as other crucial corporate legal matters, employment law services are still indispensable for 

dealing with angry employees. This will translate into stronger norm of employment law practice 

on law firms. 

 

H2b. The more conservative the legal environment in terms of employee rights, the more 

likely that corporate law firms in the state will practice employment law. 

 

As in Hypothesis 1, the scope of Hypotheses 2 is limited to corporate law firms. The 

normative pressure placed by corporate clients is unlikely to exist for small firms or solo 

practitioners mostly serving individual clients. Corporate law firms which represent their clients 

on a regular basis are likely more susceptible to those clients’ recognition and evaluation than 

small partnerships and sole practitioners on the other segment. Organizational clients are 

constantly charged with employment complaints by a host of their employees. In contrast, 

employment lawyers for plaintiffs are typically small partnerships or sole practitioners who only 

represent their client once since an employee is not likely to be involved in employment issues 

more than once. 
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Interaction between direct and indirect impacts of employment law on law firm practices 

 

The direct economic effects of employment law and the indirect impact of the state legal 

environment on the probability of law firms practicing employment law may depend on each 

other. First, the probability that an additional employment charge affects organizations will 

increase as the state legal environment becomes more expansive and stronger for employees. If 

an employment complaint is meritless in a conservative state or only triggers smaller damages, 

the same charge may have merit or allow bigger remedies in a liberal state. For example, if 

Texas and California witness the same increase in the total number of complaints, law firms in 

California should see greater opportunities for business. 

Next, the state legal environment will yield varying degrees of intensity of corporate 

clients’ pressure on their law firms, depending on the total number of employment charges. 

However liberal a jurisdiction is, if there are only minimal charge counts, employment disputes 

may not cause serious concern among organizations, meaning that the impact of the normative 

pressure on law firms is not substantial. For example, even though California and Washington, 

D.C. are both extremely liberal, since the charge counts in California far exceed those in D.C., 

the pressure Californian law firms will feel will be much stronger. The stronger pressure and 

resultant norm will positively affect the likelihood of law firms practicing employment law.  

 

H3. The effect of increases in the number of employment discrimination charges filed on 

the likelihood of law firms’ decision to practice employment law will be greater in states with a 

more liberal legal environment. 
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Insert Figure 1 about here 

 

My conceptual model of the different impacts of employment laws, predicting whether 

law firm offices will practice employment law, is illustrated in Figure 1.  

 

METHODS 

Data and sample 
 

The data on law firm offices comes from the 2011-12 edition of the NALP Directory of 

Legal Employers (hereafter, the NALP directory). The National Association for Law Placement 

(NALP) was founded in 1971 and later changed its name to the Association for the Legal Career 

Professionals. The Association introduces itself as a “nonprofit educational association 

established to meet the needs of all participants in the legal employment process for information, 

coordination and standards” (http://www.nalpdirectory.com/about_us). Law firms interested in 

recruiting law students in the coming year fill out the standardized questionnaire provided by the 

Association and it publishes the information every year. The 2011-2012 edition of the NALP 

directory lists more than 1400 law firm offices arranged alphabetically by state, city, and firm 

name. The NALP directory contains a variety of information such as: the location of the office; 

the number of partners, associates, and other lawyers of each sex in the office; the number of 

offices of the organization; its practice areas; the beginning salary for employees, etc. 
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Despite its comprehensiveness, the NALP directory is not without limitations. If a law 

firm does not submit the questionnaire because it is not hiring in the next year or hires new 

lawyers using other channels, it is omitted from the next edition of the NALP directory. Since 

not every law firm office recruits associate-level lawyers every year, the list of law firms is not 

exhaustive. Smaller partnerships are more likely to be omitted from an edition of the directories 

since they will not have openings every year. In contrast, larger law firms will definitely recruit 

new associates from top-tier or second-tier law schools almost every year and, thus, tend to be 

listed in successive editions of the NALP directory. As a result, the sample can be biased in 

terms of firm size and business orientation. This bias suggests that the NALP directory is more 

suitable for investigating corporate law firms. Other studies using the NALP directory (Beckman 

& Phillips, 2005; Gorman & Kmec, 2009; Sherer, 1995; Sherer & Lee, 2002) also designed their 

research to concentrate on corporate law firms, thus mitigating the selection bias. 

The reason I exclude the plaintiff lawyers is that first, as mentioned above, the reverse 

causality could be an issue in Hypothesis 1. Furthermore, the normative pressure law firms 

receive from their clients in Hypotheses 2 will likely be insubstantial for small law firms serving 

individual clients. 

I collected information on 935 law firm offices with at least ten attorneys located in 

thirty-three states and Washington, D.C. The reason I focused on law firms of more than nine 

lawyers is to guarantee that they serve organizations as their clients. Law firms in the other 

seventeen states were omitted because either the 2011-2012 NALP directory did not list a single 

law firm office with a minimum of ten attorneys in four states (Arkansas, New Hampshire, North 
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Dakota, and South Dakota) or because statistics on FEPA charges from fourteen states were not 

available.   

 For data on the enactment status of the employment laws in each state, I consulted the 

Bloomberg BNA Labor and Employment Law Resource Center. It provides information on 

whether each state has enacted FEP laws on employment discrimination, equal pay, minimum 

wages, ban on the non-compete agreement, etc. (Bloomberg BNA, 2013). 

Statistics on employment charges are available on the EEOC website and most state FEPA 

websites, in annual reports. However, the FEPAs of the fourteen states (Arkansas, Delaware, 

Georgia, Idaho, Mississippi, Nevada, New Jersey, New Mexico, North Carolina, Oklahoma, 

South Carolina, Vermont, Virginia, and Wyoming) do not provide case statistics or annual 

reports and are therefore omitted from the sample. The collected charge count data are from 

between 2008 and 2010. Over these three years, the charge statistics are quite stable, so I used 

the mean of the three years’ charge counts. If statistics from all three years’ were not available, I 

used two years’ worth or the most recent year. 

2010 statistics on the workforce of each state come from the website of the Bureau of 

Labor Statistics. The data are arranged by state, city, sector, and industry and information about 

the number of non-farm workers, their wages, weekly work hours, etc. are available. 

 

Statistical model 
 

The general model for this paper is based on the following logistic regression: 

Φij = log[Pi/(1- Pi)] = α + Xijβ1 + δ.jβ2 
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Φij is the log of the odds of the ith law firm office in the jth jurisdiction. Pi is the probability 

of a binary outcome about whether the law firm office practices employment law. Xij is a vector of 

organizational factors. δ.j is a vector of state-level factors. 

In this model, the office-level variables are nested within the state-level variables since law 

firm offices in the same state take the same values for their jurisdiction-level variables. This model 

is a basically two-level hierarchical logistic regression with the assumption that other unobserved 

differences at both jurisdiction level (level 2) and the law-office level (level 1) could affect the 

outcome.  

 

Measures 
 

Insert Table 1 about here 

 

Dependent variable 

The practice of employment law is coded “1” if a law firm lists employment law as one of 

its practice areas and “0” otherwise. Law firms list their employment law practice using the 

following four categories: labor and employment, employment and labor, employment, and 

employee benefits. Most labor law firms practice employment. However, since employment law 

has been recognized as a separate area of practice after a series of employment legislation, if a 

law office lists only labor, it implies that it practices only labor law and it is it is coded 0. 

Employee benefits refers to a practice area regarding employees’ compensations and wages. In 
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most cases, employment law firms list both employee benefits and employment, but if an office 

only lists employee benefits, it implies that the office is focused exclusively on compensation-

related, and not overall employment-related, issues. Thus, if a firm only lists employee benefits, 

it is also coded 0.  

 

Independent variables 

The number of FEPA charges filed with the state agency of each state measures the direct 

economic impact of employment laws. As discussed above, in most states, an employee invoking 

state FEP law rights needs to go through an administrative investigation before litigating in state 

court. So, the number of the charges filed with the FEPA will indicate the subsequent demand for 

employment law services. 

The number of enacted FEP laws in a state is used to measure the liberalism of the 

state’s legal environment. Guthrie and Roth (1999b) used a binary variable to describe whether 

or not a state included such phrases as maternity in employment legislation. Lounsbury (2005) 

investigated whether or not a state enacted environment-related legislation. In this research, I 

attempt to devise a more comprehensive measure for the legal environment. Drawing on Block, 

Roberts and Clarke (2003) who used multiple categories of labor laws to compare labor 

standards between the U.S. and Canada, I checked whether each state has enacted a series of 

employment laws in order to compare the state-by-state legal environments. Some of them are 

anti-discrimination and others are related to employment discrimination. After surveying various 

types of employment laws, I categorized them into fifteen types.  
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The fifteen types of FEP laws are as follows. First, I investigated whether a state has 

enacted a minimum hourly wage law requiring employers to pay more than what federal law 

stipulates ($7.25). Even if a state has not enacted the law (Alabama, Louisiana, Mississippi, 

Tennessee, and South Carolina) most workers are still protected by the federal minimum. If a 

state has a higher minimum wage, the employers in the state should follow the higher threshold 

and this is an indication that the state is favorable to its workers. Second, I checked how many 

anti-discrimination categories are recognized by each state, in the form of a workplace anti-

discrimination law for the following ten categories: age, disability, equal pay, gender identity, 

marital status, national origin, race, religion, sex, and sexual orientation. Third, I coded whether 

a jurisdiction grants the same employee benefits to employees’ partners through same-sex 

marriage, domestic partnership, or civil union as they do for legal spouses. This is relevant to 

workplace discrimination insofar as discriminatory behaviors could refer also to denying same-

sex couples benefits such as insurance coverage, bereavement leave, health benefits, and 

employee discounts, generally granted to legal spouses. For example, at the federal level, the 

Department of Labor has also recently issued regulations expanding the definition of “spouse” 

under the FMLA so as to grant the same days of leave for the same-sex couples. Lastly, I also 

checked whether the covenant not to compete is banned in each jurisdiction. The non-compete 

agreement limits employees’ mobility within the same industry after the termination of 

employment with the employer; a ban on it implies the jurisdiction is favorable to employees. 

The descriptive statistics of each category of employment law are shown in Table 2. 

Insert Table 2 about here 
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Control variables 

First, the number of EEOC charges is the sum of the complaints filed with the EEOC 

regional offices. The number of EEOC charges may influence the likelihood of the dependent 

variable irrespective of state FEPA charge counts since employment lawyers will take both state 

and federal employment disputes. Since this research investigates the effects of state 

employment laws on law firms within that state, the direct economic impact of federal 

employment law on law firms needs to be controlled for. Moreover, disputes over federal law 

can be also taken up by out-of-state law firms so the number of EEOC charges in one state does 

not necessarily translate into demand for in-state law firms. 

In this study, I do not include a control variable measuring the impact of the federal legal 

environment because, compared with the variations in state employment discrimination statutes, 

the federal EEO laws apply equally in principle to all the U.S. territories so the impact arising 

from the federal EEO laws may be assumed to be identical across the U.S. The interpretation of 

the federal statutes, of course, may differ by federal district and appellate court, leading 

occasionally to conflicting holdings (Broscheid, 2011; Guthrie & Roth, 1999a). This may result 

in the variations in states’ legal environments, but the Supreme Court will eventually weigh in 

and solve the discrepancies. In contrast, variations in state legal environments are not likely to be 

resolved and the degrees of difference can significantly vary. 

Second, the non-farm workforce is the total number of non-farm employees in each state. 

The annual averages of each state in 2010 were used for the analysis. The number of FEPA 

charges should be significantly correlated to the total workforce. For example, the reason 
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California has the most FEPA charges may be not only because its employment discrimination 

law is most employee-friendly but also because it has the highest population.  

Third, the litigiousness of each state’s residents is measured by per capita filings by state. 

Per capita filings are calculated by dividing the total number of FEPA and EEOC charges by the 

workforce. Other unobserved factors may contribute to state residents’ litigiousness or awareness 

of their rights and as a result, employees in one state may be more likely to bring more or fewer 

charges against employers than their counterparts in another state.  

Some office-level variables are also used to control for other potential effects. First, 

Alabama is coded 1 for law firm offices located in Alabama. On the above scale for liberalism of 

the state legal environment, the state of Alabama was coded as “0” because it has not enacted 

any employment law. Consequently, their FEPA does not receive any state-level discrimination 

charges. It is the obvious outlier which may skew the result. Second, the percentage of female 

partners is also controlled for to capture demographic differences among firms. The legal service 

industry is reputed to be conservative by nature and even though there has been a significant 

increase in the number of female and minority lawyers, we cannot conclude with confidence that 

there is no longer the gender discount on the industry. Recent studies show that female lawyers 

still have difficulty making partner through internal promotion or specializing in more lucrative 

practice areas (Gorman & Kmec, 2009; Payne‐Pikus, Hagan, & Nelson, 2010). Third, the office 

size measures the number of attorneys in a law firm office. The bigger a law firm office is, the 

more resources they have, which may affect their practice patterns. 

Lastly, the total number of practice areas of a law firm office is measured to capture the 

degree of generalism of the office. David and Strang (2006) also measured generalism among 
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accounting firms by counting the total service categories of the accounting firm. The NALP 

website lists eighteen separate legal practice areas and assigns law firm’s business fields 

accordingly. Hannan and his colleagues have revealed that generalist and specialist organizations 

face different challenges when spanning additional business categories (Hsu et al., 2009). 

Moreover, it is obvious that an increase in the total practice areas will positively correlate to the 

expansion of any particular practice area and, thus, the number of practice areas needs to be 

controlled for. 

The correlation matrixes of both jurisdiction-level and organizational-level covariates are 

shown in Table 3.  

Insert Table 3 about here 

 

ANALYSIS 

Insert Table 4 about here 

 

Table 4 shows the result of the analysis of the likelihood that a law firm office will 

practice employment law. In Model 1, the number of FEPA charges filed and the number of 

enacted state FEP laws are included. Even though there are no control variables, the coefficient 

for the number of the enacted FEP laws is negative and significant.  

Model 2 includes all the control variables both state level and office level. an increase in 

the number of FEPA charges by one charge increases the likelihood of a law firm office’s 

practicing employment law, consistent with Hypothesis 1. Model 2 also shows that an increase in 
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the number of FEP laws significantly decreases the likelihood, thus supporting Hypothesis 2b. 

The control variables of the non-farm workforce, Alabama, percentage of female partners, office 

size, and total number of practice areas significantly affect the likelihood, too. As expected, the 

percentage of female partners and total number of practice areas are positively correlated to the 

outcome variable. The coefficient for the non-farm workforce and office size are slightly negative 

and significant. It could be because they are highly correlated to such variables as the number of 

the FEPA charges and sum of the practice areas. The coefficient for Alabama is negative and 

significant. Given that Hypothesis 2b is supported, the binary variable Alabama, which indicate 

no FEP laws, should be positive. However, the state of Alabama does not have any FEPA 

charges, which will seriously decrease the practice of employment law by Alabama’s law firms.  

Out of concern that the outlier Alabama variable might distort the overall analysis, Model 

3 eliminates law firm offices in Alabama (n=8) and performs the same analysis as Model 2. Still, 

Model 3 shows the same support for Hypothesis 1 and 2b. The other coefficients are almost 

identical to those in Model 2, indicating that the effect of the outlier state does not change the 

result.  

Models 4-6 contain the interaction term to test Hypothesis 3. Model 4 includes 

independent variables only. Model 5 indicates that the coefficient for the product of the centered 

FEPA charge counts and the centered number of enacted state FEP laws is positive and 

marginally significant. The non-farm workforce becomes insignificant but as in Model 2, the 

control variables of Alabama, percentage of female partners, office size, and total number of 

practice areas are highly significant. Like Model 3, Model 6 excludes law firm offices in 

Alabama to stem the effect of the outliers and again shows that the two jurisdiction-level 
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variables positively interact and the interaction increases the likelihood of the dependent 

variable. However, the coefficient for the interaction term is only marginally significant.  

 The statistical analysis strongly supports Hypothesis 1. Law firms are induced into 

practicing employment law by the economic opportunity that FEP laws bring about. This effect 

could be confounded with other variables such as the number of EEOC charges, the workforce, 

and litigiousness of citizens but the statistical design controlled for these possible effects. 

Moreover, the analysis also supports Hypothesis 2b. When other effects, including the economic 

impact of employment law, are controlled for, the number of enacted FEP laws negatively affects 

law firms’ likelihood of practicing employment law. At first, this seems counter-intuitive. One 

might readily assume that the more liberal a state is, the more likely that law firms within that 

state will practice employment law. However, more pressure on client organizations leads to 

more caution and eventually to more proactive responses. Better treatment of workers improves 

their job satisfaction and well-established internal grievance procedures assuage complainants’ 

frustration. These facts combined will lessen the need to seek outside legal counsel in matters of 

employment disputes as client organizations already careful about their practices place less 

pressure on their law firms to practice employment law.  

 

DISCUSSION & CONCLUSION 

 

This paper contributes to organizations research by combining the culturalist and 

materialist perspectives on the relationship between law and organizations in one research setting 

(Edelman & Suchman, 1997). The materialist perspective regards law as an incentive for 
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compliance or a penalty for violation, claiming that organizations behave in a certain way based 

on cost-benefit analyses. Organizations scholars’ research focus has been limited mostly to the 

culturalist approach, or the impact of the legal environment on organizational decisions 

(Edelman & Suchman, 1997; Hirsh & Kornrich, 2008). For instance, organizations scholars have 

extensively reviewed that a series of employment laws created an important legal environment 

for organizations (Dobbin & Sutton, 1998; Edelman et al., 1992; Edelman et al., 1999; Sutton & 

Dobbin, 1996) but have paid less attention to the economic impact of employment laws. The 

procedural requirement that litigation be preceded by the administrative filing allows me to track 

down the degree to which employment law services are demanded through counting the number 

of filings. This feature of employment law provides a unique opportunity for measuring the 

economic incentives that employment laws yield. This paper also broadens our understanding of 

the impact of the legal environment. Institutional scholars have focused on the direct impact of 

the legal environment on organizations but neglected the indirect impact of the legal 

environment through other organizations. This paper finds that the state legal environment 

indirectly affects law firms through their clients. In combining both perspectives in an 

appropriate research setting, this research confirms and broadens our understanding of impact of 

law on organizations. 

Second, this paper contributes to the empirical study of the legal environment. Even 

though organizations scholars have found that institutions seriously affect organizations, they 

have not delved deeply into empirically measuring institutions. In trying to identify variations 

among states, organizations scholars have used binary variables to distinguish states with 

relevant legislation from others without that legislation (Guthrie & Roth, 1999a; Guthrie & Roth, 

1999b; Lounsbury, 2005). Instead of using only one dichotomous variable regarding a specific 
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research question, this paper investigates the enactment status of fifteen types of employment 

laws across the US, to measure a broader legal environment regarding employee rights. 

Third, this paper contributes to institutional theory by finding an indirect impact of the 

legal environment on organizations through another type of organization. Organizations scholars 

have argued for isomorphism without pre-coordination but the mechanisms through which these 

forces affect organizational decisions has been largely glossed over. This paper suggests that 

client organizations’ responses to their legal environments produce varying degrees of normative 

pressure on law firms to practice employment law. As organizations, law firms are as directly 

subject to the normative pressure from the state legal environment as their corporate clients and 

law firms have been actively responding by increasing the proportion of female and minority 

lawyers’ in their firm (Kay & Gorman, 2008). However, apart from this typical pressure 

common to all organizations, due to the nature of their business, law firms are also indirectly 

affected by the legal environment and their client organizations’ responses to it.  

 Lastly, this paper aims to contribute to the research on law firms by treating law firms as 

a site of organizational decisions in their own right. In analyzing the relationship between law 

and organizations, researchers have tended to regard lawyers simply as intermediaries between 

law and organizations, neglecting the fact that lawyers are also embedded in the institutional 

environment. Even when law firms are themselves a subject of research (e.g., on 

institutionalization, HR practices, survival chances, or female and minority employees (Gorman 

& Kmec, 2009; Jaffee, 2003; Sherer & Lee, 2002; Tolbert, 1988)), little progress has been made 

in the study of law firm’s practice areas. There have been notable exceptions (Phillips & 

Zuckerman, 2001; Phillips et al., 2013) but their primary concern was on the relationship 
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between status and norm compliance. This paper focuses on law firms’ practice area to 

determine what influences their decisions to practice in a given area of law. 
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TABLE 1 1 

Descriptive Statistics of Variables 2 

 Obs Mean S.D. Min. Max. Definition 

Jurisdiction-level (level 2) Variable       

Number of FEPA charges 37 1861.24 3224.32 0 18713 
Mean of the charge counts filed with the state (and 

Washington, D.C.) FEPA s between 2008-2010 

Number of enacted FEP laws 51 8.92 3.13 0 14 
Sum of the number of employment law statutes enacted in 

each state and D.C. 

Non-farm workforce 51 2631.57 2814.31 289.4 14706.3 
The total number of non-farm employees in each state and 

D.C. (in thousands) 

Number of EEOC charges 51 1985.73 2182.31 13 8929 
Mean of the charge counts filed with the EEOC regional 

offices between 2008-2010 

Litigiousness 37 1.25 .77 .37 5.30 
Mean of the number of federal and state employment charges 

per person by state 

       

Organizational-level (level 1) Variable      

Alabama 

935 

 

.009 .092 0 1 Binary Variable indicating law firm offices in Alabama. 

Employment .46 .50 0 1 Binary Variable indicating the practice of employment law 

Office size 85.90 97.08 10 813 Number of attorneys in a law firm office 

Percentage of female partners 8.84 5.91 0 40 Percentage of female partners in a law firm office 

Total number of practice areas 4.72 2.37 1 12 Sum of the legal fields which a law firm office practices 

  3 
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TABLE 2 4 

Descriptive Statistics of Dichotomous Components of Legal Environment of Each State (n=51) 5 

 Mean S.D. Definition 

Minimum wage .33 .48 Whether a state minimum hourly wage exceeds the federal counterpart. 

Employment Discrimination    

Age .33 .48 Whether a state has legislation banning employment discrimination on the basis of age 

Disability .96 .20 Whether a state has legislation banning employment discrimination on the basis of disability 

Equal pay .93 .27 Whether a state has legislation banning compensation differentials in the same job on the basis of sex 

Gender Identity .33 .48 Whether a state has legislation banning employment discrimination on the basis of gender identity 

Marital status .63 .49 Whether a state has legislation banning employment discrimination on the basis of marital status 

Minimum wage .33 .48 Whether or not a state minimum hourly wage exceeds the federal one. 

National origin .94 .24 Whether a state has legislation banning employment discrimination on the basis of national origin 

Race .94 .24 Whether a state has legislation banning employment discrimination on the basis of race 

Religion .94 .24 Whether a state has legislation banning employment discrimination on the basis of religion 

Sex .94 .24 Whether a state has legislation banning sex discrimination in the workplace 

Sexual orientation .41 .50 Whether a state has legislation banning employment discrimination on the basis of sexual orientation 

Benefits-related discrimination  

Civil union .12 .33 Whether a state allows the same benefits (insurance, leave, etc.) to civil union members as legal spouses 

Domestic partnership .14 .45 Whether a state allows the same benefits to domestic partners as legal spouses 

Same sex marriage .27 .45 Whether a state allows the same benefits to same-sex spouses as legal spouses 

Ban on non-compete agreement .71 .46 Whether a state enacted statutory restrictions on employers’ asking employees sign a non-compete 

agreement as a condition of employment. 

    

    

6 
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TABLE 3 

Pairwise Correlation Matrix of Variables 

 

Jurisdiction-level (level 2) variables (n=35 for FEPA charges and litigiousness, n=51 

otherwise) 

 

 

 

Organizational-level (level 1) variables (n=935) 

 

+:p<.1, *: p<.05, **: p<.01, ***: p<.001 

 

 FEPA 
Number of 

FEP laws 
Workforce 

 

EEOC Litigiousness 

Number of FEPA charges 1.000   
 

 

Number of enacted FEP laws .206 1.000  
 

 

Non-farm workforce .862*** .009 1.000   

Number of EEOC charges .592*** -.303* .849*** 1.000  

Litigiousness .145 .038 .094 .029+ 1.000 

 Employment Office size 
Percentage of 

female partners 

Total number of 

practice areas 

Employment 1.000    

Office size  .0020 1.000   

Percentage of female 

partners 
.1839*** -.1061 1.000  

Total number of practice 

areas 
.5369*** .3799*** .0711 1.000 
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TABLE 4 

Logistic Coefficients Predicting the Likelihood that a Law Firm Office Practices Employment 

Law  

 
 Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

 (n=935) (n=935) (n=927) (n=935) (n=935) (n=927) 

Jurisdiction-level Variable       

Number of FEPA charges 
-.00002   

(.00003) 

.00018* 

(.00008) 

.00018* 

(.00008) 

   

Number of enacted FEP laws 
-.09215*  

(.044) 

-.150** 

(.050) 

-.150** 

(.050) 

   

Number of FEPA charges 

centered 

   -.00003 

(.00004) 

.00006 

(.0001) 

.00005 

(.0001) 

Number of enacted FEP laws 

centered 

   -.093* 

(.044) 

-.17*** 

(.05) 

-.165*** 

(.051) 

Number of FEPA charges 

centered * Number of 

enacted FEP laws centered 

  

 
.00001 

(.00001) 

.00002+ 

(.000014) 

.00002+ 

(.000015) 

Non-farm workforce 
 -.0003* 

(.0001) 

-.0003* 

(.0001) 

 -.00019 

(.00013) 

-.00019 

(.00016) 

Number of EEOC charges 
 .00017 

(.00012) 

.00016 

(.00013) 

 .0001 

(.00011) 

.0001 

(.00013) 

Litigiousness  
 -.573 

(.62) 

-.567 

(.61) 

 -.18 

(.65) 

-.18 

(.65) 

       

Organization-level Variable       

Alabama  
 -2.40* 

(1.10) 

  -3.33** 

(1.23) 

 

Percentage of female 

partners 

 .061*** 

(.014) 

.060*** 

(.014) 

 .061*** 

(.014) 

.060*** 

(.014) 

Office size  

 -.004*** 

(.001) 

 

-.004*** 

(.001) 

 -.004*** 

(.001) 

-.004*** 

(.001) 

Total of practice areas 
 .701*** 

(.050) 

.697*** 

(.050) 

 .697*** 

(.049) 

.694*** 

(.049) 

Constant  
1.04**  

(.45) 

-.93 

(.98) 

-.92* 

(.98) 

.021 

(.14) 

-2.91** 

(1.07) 

-2.89** 

(1.07) 

       

χ2  5.64 223.04*** 220.22*** 6.21 225.59*** 222.77*** 

BICa 1286.38 987.67 970.97 1292.868 986.65 974.941 

 

Note: Numbers in parentheses are standard errors 
a Bayesian Information Criterion        

 + p<.1, *p<.05, ** p<.01, *** p<.001
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Provision of cause of 

action for employees 

Creation of state 

legal environment 

 

FIGURE 1 

Processual Model of Two Types of Impact of Law 

 

  

                                                

 

                                                    

  

 

 

 

 

 

 

 

 

Employment law 

Normative pressure on client 

organizations arising from the 

state legal environment 

Implicit norm compliance 

- extent to which client 

organizations feel the 

need to use law firms  

Filing employment 

discrimination complaints 

with administrative agency 

Practice of employment law 

Business opportunity for 

corporate law firms (H1) 

 

Moderating effect on the 

filing of complaints (H3) 

Client organizations’ 

response to the 

pressure (H2) 

 

 

 (+) 

++++ 


