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How the LSA came about

Competition
Clementi in
Review 2004 professions

2001

Putting
consumers
first 2006

Legal Services Act 2007 (LSA)
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No need to Change? Sources: ONS, LSC, LAA, Mol, SLAB,
NILSC, NILSA — UK WIDE
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Use of lawyers limited for individuals

Source: Legal Services
Benchmarking Survey 2012

POTENTIAL WHOLE MARKET

49% of the Adult

population

experience a legal
problem over a 3

year period.

Problem

LATENT DEMAND

12.9%

83.1%

g Take action i

MARKET DEMAND

Sources of Advice

4.0%

Use AUTHORISED PERSONS DEMAND
12.1% Local council 1.4%
Handle with Council Advice Service 1.6%
Trading Standards 1.0%
T Anath_er Coqncil;‘@avernment 1.1%
Specialist will-writer 1.0%
23.7% Citizens Advice Bureau 5.2%
Law Centre 0.7%
% Another Advice Agency 1.2%
Trade Union/Professional body 0.9%
National or local charity 0.4% o
35.7% Solicitor 18.0%
Dont seek advice Barrister 0.5% 20%
=p|Licensed Conveyancer 0.9%
Notary 0.1% ——  of problems
4.1% Trade Mark Attorney 0.1% resultin demand
Patent Attorney 0.0% for advice from
Law Cost Draftsman 01% | reserved
. Other Lawyer 0.3% providers
. The Police 0.9%
. A3.2% — Your employer 0.4%
- An insurance company 1.2%
E A doctor or other health worker 0.5%
. 5.7% - A Jobcentre 0.4%
SAEEERNNNNE N Tried to handle A social worker 0.5%
alone then get An MP or local councillor 0.4%
e Accountant 0.2%
Bank/Building Society 1.6%
Other 0.7%




Why people don't choose lawyers
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Source: Consumer use of Legal Services, Optimisa, 2013
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Why are there unserved consumers?

« “our findings indicate that use of lawyers may be more
fundamentally driven by whether or not people characterise

problems as being “legal”...... To the extent characterisation
Is linked to people's understanding of the law, it raises questions
around public legal education. To the extent it is linked to problem
severity, or the stage that problems have reached, it raises

questions around the accuracy of people’s cost-benefit

assessments and the appropriateness of characterisations. To
the extent it is linked to the supply of traditional legal services, it
raises questions around the functioning of the legal

services market”

Source: Horses for courses? Pascoe Pleasence, Nigel J Balmer, Stian Reimers, LSB 2010 — LSB emphasis
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Overview

What regulatory changes have been made?
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Regulatory structure

Key
represe ntative body Legal

regulatory body
regulatory body (not active) I§B Ombudsman .
profession i [CAS
LEGAL SERVICES beme e,
/ BOARD ;

The Law l ACCA || ICAEW
Society : Chartered me
mar counel Institute of Ic“::t feegf Chartered =
Solicitors Legal nsuid : Master of
! Bar i Trademark | | Institute of
Regulation Executives the
Authority || Standards Attorney's Patent Faculties
Board CILEX Attomeys Council for
Regulation Licensed
Intellectugl Property Conveyancers
Regulation Board
Association
of Costs
Lawyers
Costs
Lawyer
Standards
¥ Board
Solicitors ¥ ¥ ¥ ¥
L - -
Trade Mark Patent Licensed Notaries
ABS Legal Attomeys || Co ancers
Executives Attorneys il mey +
¥ ABZ F Chartered
Barristers Costs | Accountants
Lawyers
ABS
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Legal duty to promote the regulatory
objectives

Protecting and promoting the public interest
Supporting the constitutional principle of the rule of law
Improving access to justice

Protecting and promoting the interests of consumers

Promoting competition in the provision of services

R T o A

Encouraging an independent, strong, diverse and effective
legal profession

7. Increasing public understanding of the citizen’s legal rights and
duties

8. Promoting and maintaining adherence to the professional
principles

_ Source: LSA 2007
Legal Services Board 12



Codified ‘Reserved’ activities.....and
enabled regulatory change

Conveyancing

Conveya Other

. , Other
Market segments All All All  |ncing, Intellectual Property |(Costs (Notarial) Probate
e otarial),
Probate litigation)
Probate

Reserved Activities by
Profession
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1.Right to conduct litigation X X

2. Right of audience in the X X

courts

3. Probate services X X X X

4. . .Rfeserved Instrument X X X X X

Activities

5. Notarial services X

6. Acting as a commissioner X X X X X X

for oaths
Nature of regulation
Individual regulation v v v v v v v v
Entity regulation v v v v v v
ABS licensing v v v v v

Legal Services Board Source: Part 3 LSA 2007, LSB website rule change applications



Statutory titles

Protected Unprotected

Solicitor Notary

Barrister Costs Lawyer
Registered Trade Mark Lawyer
Attorney Law Practitioner
Patent Attorney Paralegal

Legal Adviser
Attorney

Advocate

Legal Services Board 14



Non Lawyer ownership: What is an
ABS?

a. Equity can be raised from a broader
base of potential partners, members or
directors;

b. Non-solicitor employees may be
rewarded by partner, member or
director status, with a direct stake Iin
the organisation;

c. The ability to diversify the range of
legal services provided by the practice;

d. Equity can be raised from outside the
legal sector without the need for non-
lawyer involvement at the
management level

Source: Law Society

Legal Services Board 15



The ABS SUltablllty teSt Source: SRA Handbook

You must:

1. uphold the rule of law and the proper administration of justice;

2. act with integrity;

3. not allow your independence to be compromised,;

4. act in the best interests of each client;

5. provide a proper standard of service to your clients;

6. behave in a way that maintains the trust the public places in you and
In the provision of legal services;

7. comply with your legal and regulatory obligations and deal with your
regulators and ombudsmen in an open, timely and co-operative
manner;

8. run your business or carry out your role in the business effectively and
In accordance with proper governance and sound financial and risk
management principles;

9. run your business or carry out your role in the business in a way that

encourages equality of opportunity and respect for diversity; and

10. protect client money and assets.

16
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o Non-lawyer
ABS - aims ownership and
management of
law firms
Increased scale

o through less

reliance on debt

capital and better
access to external

investment

New ideas about how to
deliver legal services,

ceocay iIncreasing variety, and
: : Improving access to services
D 0
. oo oo .

Legal Services Board Source: Evaluation: ABS and investment in legal services 18



Growth

of ABS
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January 2018 - 1,094 ABS licences
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11-+D

Z1-10

Z1-20

2
w
=
N

¥1-10

STI-1D

ST-ZD

29 lgg

33

ST-ED

38
25 1134

110

ST-¥D

42
33

53

91-1D

90 90

85
43
77 44
42

67 |41
60 |40

220 220
214

36

56 205
52 |36 195
35 175

164
155

55

54

720 756 | 756

B 88 £ 8§ 8 8 8
= = e [ = I
(2] 7] (2] -] -] e | e | [11]

19% are new
firms

37% did not
offer legal
services
before getting
their ABS
licence

23% provide
other
services
68% have
less than 50
employees
17% are
wholly owned
by non-
lawyers

Legal Services Board Source: Evaluation: ABS and investment in legal services, 2016 LSB ABS survey n = 204 19



ABS and investment

The main source of investment

66% of ABS have invested funding is profits
Profits
or plan to do so e 49%
Areas of investment: Bank loans
Hiring more staff / 29%
I s Overdrafs
. i - 27%
Increased marketing Existi : .
xisting owner's capital
] 63% e 23%
IT for practice management New owner's capital
e 49% ] 19%
IT for customers ISUbSidiary 5%
34% ’
_ _ ° Shares/Stock flotation
Purchasing a new business i 3%
- 28% Private Investment
Source: Evaluation: ABS and investment in legal services I 3%
Bought by a PLC
I 2%

Legal Services Board 20



Investment in the UK legal sector

; 5.0%
s | epal sector
/ 4.5%

=== Accounting, bookkeeping and auditing activities; tax consultancy

4.0%

= == Management consultancy activities

/ 3.5%

3.0%

2.5%

2.0%

1.5%

13% = -

b - '-"--—--'}
Y

——

oy, - ’
0.8% 1.0%

e

0.5%
2008 2009 2010 2011 2012 2013 2014 2015 2016

Legal Services Board

21



ABS and innovation

 Innovation measured as activity and capability

* No overall substantial change between 2009 and 2015

 BUT:

Non- ABS All Solicitors

(N=850) ABS (N=93) (N=943)
Service innovation (%) 24.2 36.2 25.3
Radical service innovation
(%) 6.2 13.0 6.8
Delivery innovation (%) 25.3 29.5 25.6
Strategic innovation(%) 15.9 28.6 17.0
Management innov (%) 18.4 20.1 18.5
Organisational innov (%) 20.6 40.6 22.4
Marketing innov (%) 34,5 57.8 36.6

Source: Innovation in Legal Services, ERC Warwick University 2015

Legal Services Board
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Number of lawyers grown by 22%

Number of regulated lawyers
- 180

W Solictors Barristers 0O Others

160

140

120

100

a0

60

40

20

2010 2011 2012 2013 2014 2015 2016 2017 2018

Legal Services Board Sources: Approved Regulators
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Number of entitles largely static

—
—_

10.3 10.4 104 102 10.4 10.3

Thousands
=

2007 2008 2009 2010 2011 2012 2013 2014

Legal Services Board Sources: TLS, SRA
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2016
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2017
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Upheld allegations of misconduct falling
2008/08=100% o
_ Eh\‘ 110%
N I \% oo
\
\ \\. M\ 70%
\
\‘\ >~ / 50%
\\ - - i A T ~ %
2009/10 2010/11 2011/12 2012/13 2013/14 2014115 2015_!'11;]%

2008/09

== =Total number of allegations upheld by the SRA (SRA Performance Reports)
=== Solictor Disciplinary Tribunal - Number of orders made (Note: 2014 has a 15 month reporting period)

s o of interventions (SRA Performance Reports)

Legal Services Board Sources: SRA performance reports
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Responses to problems — Small
Businesses

Handle alone
50%
52%
53%

Take action Use an adviser

0
31% of small g%’ 24%
businesses ngyo 22%
(approx. ° 23%
1.6m) had a

legal problem
over a 12 month
period.

Do nothing Ask family Ask friends or
9% members CO”??OQ/UGS
oL * A
5% %2 12%
14%

Legal Services Board Sources: Legal needs of small businesses 2013-2017 BMG Research 26



Trends in representation at court

Percentage of represented parties where cases had at least one hearing
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Consumers experiences

Indicator 2011 2012 2013 2014 2015 2016 2017
Levels of shoppi d:

SYBls O SROPRIng Aroun 19% 22% 22% 24% 251 25%
Individuals
Usn.a .nf cnmﬂparisnnffeedhack sites: 15 15 15 15 95 95
Individuals
Ease of shopping around:

. o 51% a7 % 55% 54 % a7 57 %

Individuals
Satisfact ith walue f ;

a.l? A mr;%m vale ormeney a¥ a8 % 3 63% " 61% 61%
Individuals

Consumers who do nothing when
dissatisfied ”

Fublic n::nnﬁder;ce In complaining 511, 491, 44 ° 450 48 43% *
about lawyers

42" 44% 44% 42% 35%

KEY: " = Survey source, ™= Significant differences to previous figure, ® = Significant differences between oldest
and newest figure

Sources: Legal Services Consumer Panel, Annual Tracker Survey, You Gov. 28
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http://www.legalservicesconsumerpanel.org.uk/publications/research_and_reports/index.html

Public perceptions

Percentage of the public who trust different professions to tell the truth

- 90%
-""‘-.._--.-__--.-____.--_‘--___------__-_BD%
............ JUPTTE N R O LTk w1

- B0%

- 50%

_______________.__--\ - A%
—_—
- 30%
_.N- 20%
[ — — i s s — s b — - - T — — -—'_10%
0%
2011 2012 2013 2014 2015 2016 2017
== =Doctors  saesas Teachers
e | v yers, such assolicitors, barristers Accountants
The ordinary man or woman in the street ——Bankers

= «Ecotate agents

Legal Services Board Sources: Legal Services Consumer Panel, Annual Tracker Survey, You Gov.



http://www.legalservicesconsumerpanel.org.uk/publications/research_and_reports/index.html

The costs of going to law remains high

Sources: ONS. LSB
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Sources: Prices of Individual Consumer Legal

P r I C e d I fferen C eS Services 2017, LSB, BMG Research
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Price differences: reasons?

Factors captured but not
significant

« ABS (13/15)

* Age (12/15)

« Sites (12/15)

 Remote services (15/15)

« Displaying prices (10/15)
 Menu of prices (11/15)

» Service delivery methods (11/15)

* Information provided at point of
sign up (8/15)

* Flexible payment options (14/15)
* Freq. of cases costing more (9/15)

Legal Services Board

Possible factors not captured

Firm pricing strategy

‘Quality’ of service premium:
— Experience of fee earners
— Membership of Accred.

Firm staffing structure/use of IT

Fee earner utilisation rates
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» Service delivery methods (11/15)

* Information provided at point of
sign up (8/15)

* Flexible payment options (14/15)
* Freq. of cases costing more (9/15)
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Possible factors not captured

Firm pricing strategy

Quality’ of service premium:
— Experience of fee earners
— Membership of Accred.

Firm staffing structure/use of IT

Fee earner utilisation rates
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Findings: Price transparency

2015 76%
Wills, trusts and probate 29%
Family 58%
Conveyancing 74%
2017 54%

0% 10% 20% 30% 40% o90% 60% 70% 80% 50% 100%

m Currently display prices Planningto  OFirmdoes not display prices and hasno plansto = Do not have a website = Don't know

Legal Services Board
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LSB Vision for LSA reform - september 2016

Regulatory Objectives

ateguarding the public interest by protecting consumers and ensuring the delivery of outcomes In the Interests

of societ‘ as a whole

Scope of Regulation
Activities for which an independent review determines regulation is necessary on grounds of risk to the
regulatory objectives

Focus of regulation
regulation of providers only for

G : . .
N activity, Wi Regulation not based on professional title.

specific high risk activities.

Independence of regulation

Independent both of the professions and government and accountable to Parliament.

|¢

Consumer representation

Independent sector-specific consumer voice, a general duty to consult and engage with consumers

|¢

The structure of the regulator
Single regulator covering the whole market

Legal Services Board 36



Competition and Markets Authority 2016

Competition in the legal services sector for  Information to be provided before they
individual consumers and small (A~ engage with a provider
businesses is not working well. S » Independent feedback platforms to enable

quality comparisons
¢ Legal Choices becomes consumer hub

o
— 1

O
B

7@

Consumers generally lack
the experience and information they need to find their « Compare providers and increase
way around the legal services sector. competition

Legal Services Board Sources: CMA Legal Services Market Study 2016 37



LSB Business Plan 2018/19 (consultation)

Strategy 2018-21

Promoting the public
interest through ensuring
independent, effective
and proportionate
regulation

Making it easier for all Increasing innovation,
consumers to access the growth and the diversity
services they need and of services and
get redress providers

Key workstreams Key workstreams Key workstreams

Regulatory performance CMA action plans  Planning for EU exit

Internal Governance Individual legal needs + Diversity guidance

Rules review outcomes survey + Innovation survey

Technology and Small business legal
regulation needs

Enforcement end to end Consumer
review segmentation

Discharging our statutory duties

1




Sources: The Law Society - 2017 Capturing Technological
TeC h n O I O g y Innovation in Legal Services, 2018 Forecasts

[ Artificial
* |IT replacing inteligence )
Qualified (o ( reite
solicitors ) nteligence )
work:

« Allfirms: 2% in | // '
201314 and - (el |atheteay (@2
3% in 2016/17 .

analytics

« Large firms:
3% in 2013/14 7 vaurst | 7 oo
and 15% in el wens )
2016/17 7 s )
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Legal Services Board Research Section - Windows Internet Explorer
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Measuring the impacts of reform Re p O rts

Quality of legal services

Diversity of the legal profession ) . o ) )
In this section, you can access all the research reports commissioned by us, or our in house reviews.

Consumers’ unmet legal needs Where available, you can also access associated data sets and report summaries.
Consumer experiences of legal You can view reports by theme, using the menu to the left, or as a single list using the button below.
services

: I There are six themes to explore in this section:
Investigating regulation

Measuring the impacts of reform — how has the legal services market changed since the

Robert Cross@ Iegalse rvicesboard org Uk introduction of the Legal Services Act 2007?

Quality of legal services — what do we know about consumers’ experiences of the quality of legal

https://research.legalservicesboard.org.uk/

services?

Legal Services Board

Diversity of the legal profession — how diverse is the legal workforce and how has this has

One Kemble Street changed over ime?
London Consumers’ unmet legal needs —where are the gaps in the current provision of legal services?
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