
 
 

15-23 HAGLEY ROAD, STOURBRIDGE, WEST MIDLANDS, DY8 1QW 

TEL: (01384) 371622 MDX No 710678 STOURBRIDGE.  FAX: (01384) 374057 

www.wjclaw.co.uk e-mail: post@wjclaw.co.uk (service by e-mail not accepted)                                                      

 

 

 

 

 

 

 

 

 

 

 

PARTNERS Jonathan Browne LL.B. Peter Dorr LL.B. Simon Beddow LL.B. Christopher Hamlyn Trust & Estate Practitioner. John Cockling BA. Teresa Stepien  Susannah Griffiths LL.B. James Rousell. BA. 

ASSOCIATES Jane Beale BA.Ruth Latham LL.B ASSISTANT SOLICITOR Philip Chapman BA. 

PLANNERS Head of Planning- Robert Jolly BSc Hons Dip T.P. MRTPI. Principal Planner- Elizabeth Mitchell MA, BSc. Dip T.P. MRTPI. Senior Planner- Ben Eiser BSc Hons MA. PG Dip. 

LEGAL EXECUTIVES Pauline Hart F.Inst.L.Ex. Licensed Conveyancer. Judith Godbehere F.Inst.L.Ex. Clare Marriott F.Inst.L.Ex. 

 

Regulated by The Solicitors Regulation Authority (57141) 

 

Your Ref: Our Ref: JMC JS  Date: 21 January 2010 

 

Dear Sirs, 

 

RE: Referral Arrangements in the Legal Sector 
 

Further to the note on page 4 of the Law Society Gazette for 10
th

 December 2009, I write to give 

details of referral arrangements. 

 

This firm obviously has informal referral arrangements with other professionals within the town.  

We refer clients when we know their work and they refer clients to us, with no expectation that 

there would be any cross-referral system.  It is simply a question of our pointing respective clients 

or customers in the direction of somebody we know who can do the work required. 

 

Where referral arrangements are beginning to change is in the requirement for a referral fee to be 

paid.  This was previously not something which could be contemplated by solicitors.  Nevertheless, 

the fact that the Solicitors’ Regulation Authority is now permitting referral fees to be paid means 

that such bodies as estate agents can start to request referral fees. 

 

Previously, an estate agent would simply have recommended a client to a particular firm of 

solicitors or given a list of solicitors whom the client might contact as being firms which could be 

recommended, leaving it to the estate agent’s customer to find out which firm in particular from the 

recommended list he or she might wish to instruct. 

 

The position now, however, is that referral fee arrangements have been entered into by at least two 

of the estate agents within Stourbridge with a particular firm.  We are aware that the payments 

required are in the region of £50 or £100.  Our firm has been approached by estate agents to go onto 

their panel which will specify a referral fee of £100 and also set out the scale of charges to be paid 

by the client.  That would be a slightly different model of working. 

 

In both cases the referral arrangements will have a negative outcome for consumers. 

Legal Services 

Consumer Panel 

Email: 

contact@legalservicesconsumerpanel.org.uk 



 

 

1.  In the case of a simple referral fee, this has to be met from somewhere.  Either the solicitor pays 

their referral fee out of what would have been the profits on the transaction, or (having declared the 

referral fee to the client) the conveyancing fee which the client would have paid is increased 

compared with a similar client instructing the solicitor on a similar matter but without a referral fee 

arrangement.  In the latter case, the consumer has definitely been prejudiced he has had effectively 

to pay the fee for the referral; in the former case consumers are prejudiced if a poorer service results 

from the decreased profitability of the law firm (for example the work is passed to a junior member 

of staff who is inadequately supervised).  As estate agents tend to charge on a commission basis, the 

introduction of the referral fee increases their profits unless they have reduced their commission, 

which is unlikely in the circumstances.  The consumer has therefore had to find another £100 unless 

the law firm is prepared to have reduced profits. 

 

2.  In the case of a referral fee linked with a panel appointment where conveyancing charges have 

been fixed by agreement between the estate agent and the solicitors firm, the outcome for the 

consumer is less clear cut.  Much would depend upon whether the fixed price agreed is more or less 

than would ordinarily have been charged.  However, the referral fee of £100 still has to be found 

from somewhere.  The advantage to an estate agent in having a fixed fee established by a panel 

solicitor is that the agent can use that as an additional means of selling the service to the consumer.  

In the previous paragraph, I referred to a simple referral fee which would lead to comments such as 

“we have a special understanding with this law firm and your case will proceed much more 

smoothly” (which actually means, “we will get paid for referring you to this firm rather than 

another”).  Where there is a fixed fee, that promise can be reinforced by a statement such as “we 

can guarantee this is the price that you would pay”. 

 

Such a pre-packaged deal for the consumer, who then has a disincentive to shop around for a better 

service or better price, because the package is sold on the basis of convenience, may act against the 

consumer’s interest. 

 

Whichever arrangement is entered into of the two above, the position has therefore shifted from one 

where referrals were made on the basis of quality of service which the estate agent knew could be 

offered to the consumer, to one where the sole basis of the recommendation is that the solicitor is 

prepared to pay for the referral arrangement.  This is regardless of the quality of service. 

 

I therefore cannot conceive of any situation where the payment of referral fees to estate agents 

would actually be a positive matter for the consumer.  Referral fees skew the market and give a 

false impression to the consumer as to why the referral is being made, even when the existence of 

the fee is disclosed. 

 

Finally, the only other arrangement I know of where referral fees are commonly paid is in the 

connection with the provision of financial services.  Although our firm does not receive commission 

from independent financial advisors for introducing clients to them, it is a common practice for such 

referral fees to be discussed.  However, as the usual arrangement is for an ultimate financial service 

provider to pay commission to an IFA on the basis it costs the investor nothing (otherwise there 

would no incentive for an IFA to introduce a client), this does not have an adverse effect on the 

consumer, because the consumer is getting the same level of investment which would have 

previously been invested anyway.  It is the financial services provider which is paying the same 

commission and the IFA who is sharing that commission with the introducing solicitor. 

 

Yours sincerely, 

 

 

John M Cockling 

Wall James Chappell   


