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Executive Summary

1 Executive Summary
1.1.1

Main findings
This is the third wave of the LSB’s major survey of the legal needs of small businesses.
It is based on 10,579 responses from owners and managers of small businesses.
Resolving legal problems
31% of small businesses experienced legal problems in the 2017 survey – fewer than in
2013 (36%) but similar to 2015 (28%). The average number of problems experienced
has also fallen. This change from 2013 is likely, in part, to be driven by more favourable
economic conditions, with the 2013 survey covering a period of contraction in the UK
economy.
The vast majority of small businesses do not have internal legal capacity – defined as
having a worker within the business that is either a qualified lawyer or has some training
in handling legal issues. This has remained the case since 2013. Similarly, on-going
contracts with legal providers (known as ‘retainers’) are also rare.
In the last 12 months, over two-fifths of small businesses used an external professional
service (whether or not a legal problem occurred). Usage of such services is higher than
in 2015. Of these services, accountants (41%) and insurance services (21%) were the
most frequently used; 9% of small businesses used a firm of solicitors.
The ways in which small businesses address legal problems show some modest change
across the years. In the 2017 survey one in ten took no action in relation to their most
recent problem, a small but significant increase since 2013 (8%). Half of all small
businesses addressed their most recent problem on their own, similar to the proportions
seen in 2013 and 2015, although decreasing slightly. Where professional advice was
sought, 39% used an accountant, tax adviser or financial adviser, whereas 32% used a
solicitors’ firm or other legal adviser regulated under the Legal Services Act. This is also
a similar picture to past waves.
The impact of legal problems on small businesses has decreased using a scale where
respondents indicate the impact of the problem. The proportion who say that none of the
prompted list of adverse outcomes happened as a result of their most recent problem
has increased to 79% in 2017, compared to 75% in 2015. The reasons for this decrease
are not clear, but are also reflected in the financial implications of the problems faced by
small businesses in 2017. The average cost of a problem has fallen in nominal (cash)
terms to £6,936 in 2017, compared to £8,270 in 2013 and £8,901 in 2015.
Nevertheless, we estimate the annual cost of small businesses’ legal problems to the
UK economy to be roughly £40bn. Furthermore, 20% of businesses reported health
impacts on personnel, which extrapolates to a minimum of 1.1m individuals, with
possible knock on effects for health services.
A little over half of small businesses (54%) that used a service provider paid for at least
some of the help they received. 16% used personal savings, as opposed to business
turnover or reserves, to meet these costs; this rose to 25% for sole proprietorships.
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A greater proportion of small businesses now agree that law and regulation provide a
fair environment for business to succeed (44% in 2017 and 45% in 2015, compared to
30% in 2013). However, a greater proportion are now likely to disagree that lawyers
provide a cost effective means to resolve legal issues, suggesting that there is still a way
to go until small businesses seek legal help as a way to deal with their problems rather
than ‘going it alone’. Small businesses changing attitudes towards access to legal
services may in part be explained by the fall in the number of problems experienced and
their impact.
Experience of using advisers
The 2017 wave contained an increased focus on how small businesses choose advisers
in light of the Competition and Markets Authority’s legal services market study.
Just over one in five (22%) of respondents shopped around for the main provider they
used. The key reason why small businesses did not shop around was that they were
happy to go with someone they knew or had used before. Where businesses did shop
around, half found the process easy compared to 19% who found it difficult.
Respondents found it easiest to find information about expertise or experience (61%).
While 60% of respondents who shopped around found it easy to find information about
the cost of the service, in only 13% of cases was a price advertised either in an advert
or on the provider’s website (81% had a discussion with the provider to settle on a price).
57% of respondents reported that they checked whether their main provider was
regulated. Most who did not check simply assumed that the provider would be regulated,
although 25% did not check because they did not consider regulation was important.
83% of small businesses were satisfied with the service they received from their adviser
in relation to their most recent problem, compared to only 5% that were dissatisfied.
1.1.2

Panel findings
It has also been possible this year to analyse a ‘panel’ segment of respondents. These
are respondents who have been identified as having answered the survey in 2013, 2015
and 2017. This segment is not representative of small businesses, so findings cannot
be extrapolated to the wider population, but they do offer us the opportunity to see real
changes over time within this group of small businesses. Given that the panel sample is
not representative of all small businesses, these findings should be considered
separately.
In most cases the results of the panel sample do not differ considerably from those that
are representative of all small businesses. This is particularly the case for the presence
of legal capacity, usage of business support services and attitudes towards law.
Differences arise when we examine the panel’s experience of problems and the impact
that these problems have upon their business. The panel sample data consistently
shows a higher average number of problems than for small businesses overall.
Furthermore, the panel data shows an increasing impact over time, particularly financial
impact, of those problems. This is in contrast to the overall findings, where the impact of
problems has been seen to decrease over time.
Perhaps the most logical reasoning for this disparity between the data sets simply comes
down to the types of businesses that are willing to engage with the survey for all three
years. It is possible that businesses that feel that they have been exposed to problems
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with a substantial impact in the past year are more likely to complete the survey as legal
issues are more relevant to them, which results in these businesses making up an
unrepresentative proportion of the sample. Similarly, a business which completed the
survey in 2013 but, come 2015, had no problems, may be less likely to complete the
survey as its subject matter is of less relevance to them.
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2 Introduction
2.1 Context
The number of small firms in the UK economy continues to increase. In 2016 there were
an estimated 5.5 million private sector firms in the UK, an increase of over 250,000 since
2014 (Business Population Estimates, 2016, Department for Business, Energy &
Industrial Strategy).
Over three quarters (76%) of businesses have no employees, whilst the vast majority
have less than 10 employees (96%). This rises to 99% when all small businesses are
taken into account (those with less than 50 employees). Small businesses provide nearly
half of employment in the UK (48%) and contribute a third of turnover of UK businesses
as a whole (33%).
Arguably, small businesses have a greater need for external business support than
larger businesses, in part due to limited internal resources and experience. Although a
sizeable proportion of small businesses do use formal external support, they also make
use of informal assistance (e.g. from friends, family and business acquaintances) and a
minority have been identified as having latent needs for support (including those who do
not recognise their need for assistance).1

2.2 Aims and Objectives
The Legal Services Board (LSB) has a vision of legal services that everyone can access
and trust. They deliver this by:




Supporting the rule of law and the effective administration of justice – promoting the
public interest.
Acting as an agent of change in the sector – enabling innovation and pursuing
greater transparency and data collection to build a sound evidence base for
progress.
Holding the legal services regulators and the Office for Legal Complaints to account
– protecting consumers from harm and making sure redress is available if things go
wrong.
To support their work, the LSB undertakes triennial assessments to evaluate whether
the regulatory objectives that underpin their activities are being delivered and, more
importantly, whether these are improving tangible outcomes for consumers.
The LSB’s Small Business Legal Needs Survey tracks how an individual or business
responds when faced with a problem that can be resolved using legal processes – a key
part of measuring access to justice. It is one of a number of strands of research which
seek to understand how, and to what extent, access to particular legal services or legal

1

A study on the use of formal and informal support by small businesses was conducted for the
Department for Business Innovation and Skills (BIS) in 2011:
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/322_50/11-1288research-barriers-to-use-of-business-support.pdf
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providers changes over time. The results form an important part of the LSB’s overall
evaluation strategy.

2.3 Methodology
The 2017 fieldwork is the third wave of the survey which has been running biennially
since 2013. The 2017 study provides the opportunity to make robust comparisons to the
2013 and 2015 surveys and so assess levels of change over the past four years. An
important element of the 2017 analysis is the longitudinal aspect, allowing comparisons
to be made over time, and therefore to determine how access to justice for small
businesses has changed over the time period.
Data for the surveys were collected by YouGov, using their online panel. For the 2017
survey data were collected during March and April. A similar timeframe of data collection
was employed for the 2015 survey (all data were collected in March), whilst for the 2013
survey data were collected between December 2012 and January 2013.
In total, 10,579 responses were received from owners and managers of small
businesses (less than 50 employees) for the 2017 survey. This compares to 10,686
respondents in 2015 and 10,535 in 2013.
BMG Research undertook the detailed analysis of the 2017 dataset, including merging
the datasets from all three survey waves to create a longitudinal dataset. This analysis
included descriptive statistics, multivariate analysis and regression analysis of the 2017
data. It also included analysis of all three waves of the survey, determining to what extent
trends in the data can be seen over time. Trend analysis was conducted in two ways; at
a ‘longitudinal’ level where the total datasets for each waves are compared to each other,
thus giving a representative view of SMEs; and at a ‘panel’ level, where only those
businesses who participated in all three waves of the study are analysed, thus giving a
view of actual changes for specific businesses over time.
Data have been weighted to ensure that they reflect the composition of the UK small
business population in terms of size and sector. All data tables and graphs in the 2017
and longitudinal sections of this report show weighted data unless otherwise specified
and so can be interpreted as representing the UK small business population as a whole.
Any base sizes given detail the unweighted number of responses in the relevant sub
group. Data are not weighted for the panel analysis and so all data tables and graphs
show unweighted data. The panel section of the report is not representative of UK small
businesses.
Significance testing was also applied to data to determine whether observed differences
between sub-groups within the sample occur because of sampling error or chance, or
whether they can be said to be ‘real’ estimates that represent the sub-group in the entire
population. All of the significance testing was carried out at a significance level of 5%,
meaning that our estimates have a 95% chance of being within acceptable limits of
standard error and can therefore be considered to be ‘real’ and not due to chance.
In the significance testing each sub group is compared to the total sample minus the
sub-group in question, for example sole traders are compared to those who are not sole
traders. Any differences that are commented upon on in this report are statistically
significant unless otherwise stated.
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2.4 Report structure
This report first details the findings from the 2017 survey. In section 9, it then discusses
any statistically significant changes in the data over time, where data is comparable. The
final section discusses the data for those businesses who participated across all three
years – the ‘panel sample’.
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3 Legal capacity and use of legal services
3.1 Introduction
This first section concerns the internal legal capacity of the businesses sampled. Internal
legal capacity is defined as having a worker within the business that is either a qualified
lawyer or has some training in handling legal issues. This is examined at an overall level
(i.e. all of the small businesses surveyed), and then also by the size of the business.
Where businesses do have internal legal capacity, their areas of legal specialism were
also examined. Multivariate analysis has been conducted to identify the types of
businesses that are significantly more likely to have internal legal capacity.
This section also covers the types of independent professional services that small
businesses have used in the past 12 months. The use of retainers – ongoing contracts
with providers for legal services, or with HR/Employment services – is also explored.

3.2 The sources of legal capacity
As is perhaps to be expected given the size of the businesses surveyed, internal legal
capacity is limited. Overall, only 5% of all businesses have internal legal capacity.
Those businesses with internal legal expertise were subsequently asked about the
areas of legal specialism present within their business. The most reported specialism
was contract (39%), followed by employment (26%).
Figure 1: Areas of legal specialism within the business
Contract

39%

Employment

26%

Property

23%

Business ownership

23%

Tax

17%

Intellectual property

14%

Regulation/competition

14%

Crime

11%

Personal injury
Wills/probate/trusts
Family/children/matrimonial

10%
3%
2%

Sample base: 814, where internal legal capacity. Only responses of 2% or higher included
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Aside from internal legal capacity, businesses were also asked which, if any, external
professional services they had used in the last 12 months. All respondents answered
this question regardless of whether they experienced a legal issue during this period. It
should be noted that the 2017 survey introduced a number of new categories at this
question. These included ‘A government advice website or service’, ‘Membership or
trade body service’ and ‘A legal helpline’ amongst others.
As is apparent in Figure 2, accountants are the most used external professional service
by small businesses (41%). Given the multiplicity of services provided by accountants,
this is perhaps to be expected. This figure is nearly double the second highest reported
service – an insurance service (21%), whilst less than 1 in 10 reported use of a solicitors’
firm (9%). Overall, 63% of businesses used a professional service in the last 12 months,
whereas 37% did not use any.
Figure 2: Independent professional services used in the last 12 months
Accountant

41%

An insurance service

21%

A government advice website or service

15%

Membership or trade body service (e.g. FSB)

9%

Solicitors’ firm

9%

Financial adviser

7%

Tax adviser

7%

A business advisor in your bank.

5%

A legal helpline (e.g. Business Support Helpline)

4%

Online document provider

4%

A Business Consultant/ consultancy service

3%

HR/Employment service (includes outsourcing)

3%

Citizens Advice Bureau or similar

3%

Debt collection/recovery service

2%

Other business support service

2%

Summary: Any
None of these

63%
37%

Sample base: 10579. All respondents. Only responses of 2% or higher included.

3.3 Retainer contracts
Another area of interest is whether or not small businesses have on-going contracts with
organisations to provide them with legal services, or with a HR/Employment service.
Over 9 in 10 (91%) of all respondents do not have an on-going contract with any
organisation to provide them with legal services, compared to 7% that said yes.
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Respondents who answered that they made use of an external HR/Employment service
(Figure 2) were asked if they have an ongoing contract with this company. 56% said yes,
compared with 41% that said no.

3.4 Legal capacity and size of firm
It is interesting to examine these findings by the size of firms. In terms of having internal
legal capacity, it is apparent that the larger the firm, the more likely they are to have
someone within the firm able to deal with legal issues. For example, 7% of businesses
with 2 to 9 workers reported having internal legal expertise, whilst over twice the amount
of businesses with 10-49 workers (15%) gave the same answer.
Figure 3: Qualified lawyer or someone trained to handle legal issues, by size of firm

1 worker (4549)
2 workers (1491)
3 to 4 workers (1153)

4%
5%

7%

5 to 9 workers (1516)

8%

10 to 19 workers (975)

12%

20 to 49 workers (895)

2 to 9 workers (4160)
10 to 49 workers (1870)

19%

7%
15%

Sample bases in parentheses

Similar findings can be seen in Table 1. In terms of areas of legal specialism within
businesses, Employment and Contract remain the two most reported specialisms
regardless of the size of the business. As expected, the larger the business, the higher
the chance of having internal legal specialism across most areas. Interestingly, whilst
Contract is the most reported specialism overall, in businesses with 10-49 workers,
Employment is the most reported specialism.
Tax, Employment and Intellectual property specialisms see large differences between
the reported percentages for businesses with 2-9 workers and businesses with 10-49
workers, whilst for other specialisms the rise is not so drastic. Tax, for example, rises
from 19% to 33%. Given that respondents were not asked why they had certain
specialists within their business and not others, we cannot make conclusions as to why
this is the case. What we can say is that of SMEs who have internal legal capacity, those
with 10-49 workers are more likely to have someone with a legal specialism in contract,
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tax, employment, personal injury, intellectual property, regulation/competition and
business ownership than other small businesses.
Table 1: Areas of legal specialism within the business, by size of firm
Legal specialism

1 worker (207)

2-9 workers (291)

10-49 workers (316)

Contract

36%

40%

46%

Tax

13%

19%

33%

Crime

11%

9%

11%

Employment

20%

28%

49%

8%

11%

16%

Property

22%

24%

25%

Intellectual property

11%

16%

23%

8%

12%

20%

Business ownership

22%

25%

26%

Wills/Probate/Trusts

4%

1%

0%

Family/Children/Matrimonial

2%

1%

2%

Personal injury

Regulation/competition

It can also be said that larger small businesses are significantly more likely to use
independent professional services. As seen in Table 2, over 2 in 5 (44%) businesses
with one worker have not used any professional services in the last 12 months. This
drops sharply to 16% when considering businesses with 2-9 workers, and falls further
to 11% for businesses with 10-49 workers. Accountants remain the most used external
service regardless of the number of employees. Interestingly, larger small businesses
are more likely to use free services such as government advice websites, which is
perhaps surprising given that the smallest businesses are likely to have less funding
available for professional services and so would be expected to make greater use of
free services. This may reflect a lack of awareness of the availability of these free
services or a lack of awareness of how to access them, although respondents were not
asked why they did or did not use each service.
In terms of legal retainers, 4% of businesses with one worker have an ongoing contract
with an organisation that provides them with legal services. This rises to 12% of
businesses with 2-9 workers, and 30% of businesses with 10 to 49 workers.
Similarly, of those who made use of an external HR/Employment service in the past 12
months, just under half (47%) of businesses with 2 to 9 workers have an ongoing
contract with them, whereas 64% of businesses with 10 to 49 workers have such a
contact in place.
As such, it can be concluded that larger businesses are more likely to have internal legal
capacity, more likely to use external professional services and more likely to have
ongoing contracts with these providers. This is true when each component is examined
individually and does not necessarily mean that larger businesses are more likely to
have all three components at once.
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Table 2: Independent professional services used in the last 12 months, by size of firm
Service used in last
12 months

1 worker (4549)

2-9 workers (4160)

10-49 workers (1870)

Accountant

34%

65%

66%

An insurance service

17%

30%

34%

A government advice
website or service (e.g.
.gov.uk, Insolvency
Service, Companies
House, Information
Commissioners Office)

13%

20%

22%

Membership or trade
body service (e.g. FSB)

8%

12%

19%

Financial adviser

5%

13%

19%

Tax adviser

5%

12%

22%

Solicitors’ firm

4%

20%

39%

A business advisor in
your bank.

3%

11%

20%

Online document
provider

3%

5%

8%

Citizens Advice Bureau
or similar advice charity

2%

3%

4%

A legal helpline (e.g.
Business Support
Helpline)

2%

8%

17%

A Business Consultant/
consultancy service

2%

5%

12%

Summary: Any

56%

84%

89%

None of these

44%

16%

11%

Table sorted by column B (1 worker) in descending order. Only responses of 2% or higher included.
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3.5 Depth of legal capacity
None of these
Internal legal
expertise

88%
4%

0.8%

0.03%
0.1%

6%

Contract for legal
service

0.6%

0.5%

Contract for
HR/Employment
service

The diagram above describes the depth of legal capacity of small businesses. Only a
very small minority (0.1%) have internal legal expertise, an on-going contract for legal
services and an on-going contract for HR/employment services. The shows that, even
for small businesses who have legal or HR/employment capacity the depth of this
capacity may be limited.
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3.6 How does legal capacity vary by owner-manager and firm
characteristics?
As already noted, the larger the firm the more likely they are to possess internal legal
capacity. As well as this, there are certain types of firm that are significantly more likely2
to possess internal legal capacity. These are:


Businesses that have been declared insolvent (50% of which possess internal
legal capacity)



Businesses who owe money to creditors that they cannot pay (18%)



Public limited companies (23%)



Limited partnerships (14%)



Expected turnover of £250-500k or £500k-£1m (both 10%), £1m+ (12%)

However, it is worth noting that, in the case of businesses that have been declared
insolvent and those who owe money to creditors that they cannot pay, we are not able
to determine from the data whether these businesses possessed internal legal capacity
before they experienced these problems or whether they hired someone with legal
capacity in response to these problems.
When considering the types of firms that are significantly more likely to have used an
independent professional service in the last 12 months, aside from the aforementioned
increased likelihood amongst larger small businesses, the same is true for the following:


Businesses in the finance, insurance and real estate sector (73% of which used
a professional service in the last 12 months)



Businesses in the consultancy sector (75%)



Businesses in the voluntary and not-for-profit sector (70%)

All legal forms of businesses (Ltd, PLC, PLP, Partnerships, Charities) are significantly
more likely to have used a professional service in the last 12 months apart from sole
proprietorships, which are significantly less likely (53%).

2

Please see section 2.3 for further detail on significance testing
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4 Experience of legal problems
4.1 Introduction
This section explores the problems faced by small firms that may be considered to have
legal implications. In this instance, a problem was defined as an issue that diverted or
distracted the respondent or anybody else within their business, in a significant way,
from everyday work activities or responsibilities. Only problems that started within the
last 12 months, or problems that started longer than 12 months ago but are still ongoing,
were considered. Furthermore, these problems were those faced by the business, rather
than the individual interviewed.
Comprising this section is analysis of the number and type of problems faced by small
businesses, as well as an exploration of the types of businesses that are more or less
likely to experience legal problems.

4.2 Number and types of legal problems
On the whole, 31% of businesses faced some form of problem in last 12 months. This
is higher than seen in 2015 (29%), whilst the reported percentage in 2013 (36%) is
significantly higher than that reported in 2017.
Examining the problems faced by small businesses at an overall level reveals that
problems relating to trading are the most prominent (20% of all respondents reported a
problem of this type in the past 12 months). This is followed by tax and employee
problems, which were both experienced by 7% of small businesses.
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Figure 4: Types of legal problems faced by businesses

Trading

20%

Tax

7%

Employees

7%

Regulation

6%

Business premises

5%

Intellectual property

3%

Structure

3%

Debt/Finance

2%

Other problems

2%

Sample base: 10579. All respondents.

Following the general trend identified in the previous section, the larger the firm, the
more likely they are to experience problems of every type. In every instance, the reported
percentages are significantly lower for businesses with 1 worker, and significantly higher
for businesses with 2-9 and 10-49 workers.
The standout type is legal problems with employees. Whereas an average of 7% of all
small businesses experience these problems, 43% of businesses with 10-49 workers
reported as such. This is of course understandable, as there is more potential to have
problems with employees if the business has more employees in general.
As an aside, small businesses with internal legal capacity are significantly more likely
than those without to experience problems of all types. Whilst it is tempting to draw
conclusions from this it must be acknowledged that, whilst a relationship between the
experience of problems and the presence of internal legal capacity exists, we cannot
ascertain the direction of the relationship. To put this another way, we cannot say
whether small businesses experiencing lots of problems subsequently acquire internal
legal capacity, or whether the presence of internal legal capacity makes businesses
more likely to experience problems. Whilst the former sounds more likely, concluding as
such would be a presumption and would not be supported by the data.
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Figure 5: Type of legal problems faced by businesses, by size of business
16%
Trading

42%
49%
6%

Tax

10%
15%
2%

Employees

14%
43%
4%

Regulation

9%
16%
3%

Business premises

11%
21%
2%

Intellectual property

5%
10%
2%

Structure

5%
14%

Debt/Finance

Other problems

2%
4%
5%
1%
3%
7%

1 worker (4549)

2-9 workers (4160)

10-49 workers (1870)

The individual problems within these types are broken down in Table 3. The most
reported problems within each type are:
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Trading; Goods or services purchased by your business – Not as described/not
of satisfactory quality/fit for purpose (7% of all small businesses)



Tax; Liability for tax/amount of tax owed (4%)



Employment; Staff misconduct (2%)



Business premises; Rented – Repairs (2%)



Debt/finance; Administration (10%)



Regulation; Other government regulation (1%)



Structure; Technicalities of business start up (1%)



Intellectual property; Infringement of your business’ intellectual property:
Copyright (e.g. text, software, sound recording, drawings) (1%)



Other problem type; Incorrect information held by a credit reporting agency
leading to the refusal of credit (1%)

Experience of legal problems
Table 3: Experience of problems – individual problem types and groups
% of all firms
reporting (10579)
Trading
ANY TRADING PROBLEM

20%

Goods or services provided to your customers - Not as described /not of
satisfactory quality/fit for purpose

2%

Goods or services provided to your customers - Unacceptably late delivery

2%

Goods or services provided to your customers - Unacceptably late or non/partial-payment

6%

Goods or services provided to your customers - Distance selling consumer
rights (e.g. Internet, telephone, mail order)

1%

Goods or services provided to your customers - Other contract problems or
disputes

2%

Goods or services provided to your customers - Customer insolvent

2%

Goods or services purchased by your business - Not as described /not of
satisfactory quality/fit for purpose

7%

Goods or services purchased by your business - Unacceptably late delivery

5%

Goods or services purchased by your business - Unacceptably late or non/partial-payment

2%

Goods or services purchased by your business - Other contract problems or
disputes

2%

Goods or services purchased by your business - Supplier insolvent

1%

Fraudulent/wrongful trading

1%

Unfair operation of a public tender

1%

Legal regulatory issues relating to international trading/Regulatory issues
relating to international trading

1%

Tax
ANY TAX PROBLEM

7%

Liability for tax / amount of tax owed

4%

Errors in your business tax return

2%

Failure to maintain appropriate records (for tax purposes)

1%

Failure to register/report changes when required (e.g. VAT registration,
registration as a sole trader)

0.5%

International taxation

0.5%

Employment
ANY EMPLOYMENT PROBLEM

7%

Staff misconduct (including unauthorised absence and disciplinary
procedures)

2%

Dismissal (or threat of dismissal) of staff

2%

Making staff redundant

1%

Content or exercise of parental rights (including maternity) leave/pay or flexible
working requests

1%
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Payment of wages/pension

2%

Working conditions

1%

Employee injury at work

1%

Other employment contract issues (including changes to contract terms)

1%

Adjustments to jobs/workplace for disabled workers

0.2%

Complaints/grievances made by employees/job applicants (including
allegations of discrimination and harassment)

0.5%

Employment of non-EU nationals

0.2%

Business premises
ANY BUSINESS PREMISES PROBLEM

5%

Rented- Rent arrears

1%

Rented- Eviction

0.5%

Rented- Repairs

2%

Rented- Terms of rental agreement

1%

Rented- Boundaries

0.4%

Rented- Recovery of rental deposit

0.1%

Owned- Mortgage arrears

0.2%

Owned- Repossession

0.2%

Owned- Repairs

1%

Owned- Boundaries

0.5%

Owned- Planning permission

1%

Owned- Conveyancing

0.1%

Owned - Squatters

0.1%

Debt/Finance
ANY DEBT/FINANCE PROBLEM

2%

Bankruptcy

0.2%

Receivership

0.2%

Administration

0.3%

Winding up order

0.2%

Individual voluntary arrangement

0.03%

Company voluntary arrangement

0.06%

Debt relief order

0.06%

Partnership voluntary agreements

0%

Regulation
ANY REGULATION PROBLEM
Mandatory licenses/permits/accreditation
Product safety
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6%
1%
0.3%

Other health and safety

1%

Data protection

1%

Experience of legal problems
Import/export regulation

1%

Mandatory insurance

1%

Filing/content of annual company accounts

1%

Need for/outcome of audit

0.2%

Other government regulation

1%

Advertising standards

0.2%

Structure
ANY STRUCTURE PROBLEM

3%

Technicalities of business start up

1%

Change of legal status

1%

Break-up of partnership

0.5%

Partnership/shareholder disputes

1%

Merger

0.1%

Take-over of another business

0.3%

Sale of business (in part/whole)

1%

Joint venture

0.3%

Intellectual property
ANY INTELLECTUAL PROPERTY PROBLEM

3%

Infringement of your business’ intellectual property: Trademarks (e.g. brand
name, business name, logo, slogan)

1%

Infringement of your business’ intellectual property: Copyright (e.g. text,
software, sound recording, drawings)

1%

Infringement of your business’ intellectual property: Design right/registered
design

1%

Infringement of your business’ intellectual property: Database rights

0.2%

Infringement of your business’ intellectual property: Patents

0.1%

Infringement of your business’ intellectual property: Disclosure of trade secrets

0.1%

Infringement of intellectual property by your business: Trademarks (e.g. brand
name, business name, logo, slogan)

0.4%

Infringement of intellectual property by your business: Copyright (e.g. text,
software, sound recording, drawings)

0.4%

Infringement of intellectual property by your business: Design right/registered
design

0.2%

Infringement of intellectual property by your business: Database rights

0.2%

Infringement of intellectual property by your business: Patents

0.1%

Infringement of intellectual property by your business: Unlawful obtaining of
trade secrets

0.1%

Other problem type
ANY OTHER PROBLEM

2%

Defamation

1%

Incorrect information held by a credit reporting agency leading to the refusal of
credit

1%

Mismanagement of business money/investments by financial service

0.4%
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Personal injury of a customer

0.2%

A breach of commercial confidentiality

0.3%

As reported in previous years, another way of examining the legal problems faced by
small businesses is by looking at the actual number of problems reported within each
type. Here it is important to note that the number of problems respondents could enter
was not restricted, resulting in some respondents giving extreme values. For example,
one business could report just 10 problems of a certain type, whilst another could report
in excess of 10,000. This ultimately produced results which do not seem to be aligned,
such as 25% of all reported problems falling into the intellectual property type, despite
only 3% of businesses reporting to have experienced this sort of problem. This means
that a small number of businesses entered particularly high figures when asked how
many intellectual property problems they have had. It is possible that these extreme
values are plausible in some cases. For example, businesses could legitimately be said
to have experienced a separate legal problem for each infringement pursued, rather
than count infringements pursued relating to the same product as one problem.
Secondly, respondents were not asked for the number of debt/finance problems they
have experienced in the last 12 months. For the sake of consistency, it has been
assumed that each business reporting debt/finance problems only had one of this type
of problem in the past 12 months. This assumption has been applied to our calculations
for all three waves of the analysis.
Thirdly, questions relating to the number of problems that small businesses had
experienced did not include a ‘don’t know’ option, which appears to have resulted in a
higher number of outliers as some respondents may have simply entered any figure in
order to progress to the next question.
To minimise the effect of these three factors in the questionnaire we have removed
extreme outliers to give a more robust figure for the number of legal problems
experienced by small businesses. The method that we have used calculated the 99th
percentile and removes any values above this.3 This method produced a value of 22,621
problems and a mean of 2.1, compared to 45,262 problems and a mean of 4.3 for the
untreated data.4
The difficulties surrounding this question make multivariate analysis such as splits by
business size difficult, as we cannot account for measurement error when removing
outliers, meaning that statistical significance testing can be unreliable. However, if we
take the untreated data, splitting this by the business size reveals that larger

3

We consider this to be the most useful way to remove extreme outliers whilst still retaining values
which are considerably higher than average but may not necessarily be inaccurate. As the data is
heavily skewed and respondents were forced to give an answer to this question this was the most
reasonable way to reduce the effects of the outliers using an objective approach.
4

When removing outliers, rather than removing the case completely the outlier value was replaced
with the average number for that respective business size and sector. This is because we know for
these cases that they had at least one problem (if not, they would have entered zero) but also that the
entered figure is likely inaccurate.
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businesses are significantly more likely to experience legal problems, which is in line
with other findings of this report.
Table 4: Number and percentage of problems in the last 12 months
Type of problem

% of total problems, 2017
99th percentile

Trading

51%

Tax

7%

Employees

10%

Business premises

9%

Debt/finance

0.4%

Regulation

9%

Structure

4%

Intellectual property

9%

Other problems

4%

N

22,621

Average (Mean) Number

4.2.1

2.1

Debt and finance
As respondents were not asked about the number of debt/finance problems they have
experienced in the last 12 months, the survey asked three further questions on this
issue. Firstly, it was asked of all respondents whether, in the last 12 months, their
business has owed money to any creditors that it has been unable to pay. Only 2% of
small businesses said yes at this question.
This 2% (306 businesses) were subsequently asked two follow-up questions, detailed
in the figures below. Just under 1 in 5 (19%) small businesses who owed money to
creditors that they were unable to pay were declared insolvent as a result, whilst 10% of
this group had been threatened with or subject to administration. However, nearly 3 in 4
(74%) of those who owed money to creditors that they were unable to pay reported no
experience of the issues prompted at this section.
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Figure 6: In the last 12 months has your business been officially declared insolvent?

No
81%

Yes
19%

Sample base: 306. Where owed money and been unable to pay

Figure 7: In the last 12 months has your business been threatened with or subject to
any of the following?
Administration

10%

Winding up order

8%

Receivership

6%

Bankruptcy

6%

Debt relief order

2%

Company voluntary arrangement

2%

Individual voluntary arrangement

1%

Partnership voluntary agreements

0%

Summary: Any

24%

None of these
Sample base: 306. Where owed money and been unable to pay
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4.3 Origin and character of legal problems
Having established the types of problems faced by small businesses and the sources
used by these businesses to tackle these problems, the survey moved to examine the
most recent problem faced by these businesses, and then on to the character of the
problem. The answers to these questions formed the basis of the rest of the discussion.
By examining Figure 8 below, it is apparent that the most recent problems faced by small
businesses generally involve goods or services, since problems concerning this matter
make up 9 of the top 17 types of problems faced most recently.
The most reported problem concerned goods or services purchased by the respondent’s
business not being as described, closely followed by unacceptably late or non/partial
payment for goods provided to business’ customers (both 12% of those who had
experienced a problem in the last 12 months).
Figure 8: Which of the following best describes the most recent issue that your
business faced?
Trading - Goods or services purchased by your business Not as
described

12%

Trading - Goods or services provided to your customers
Unacceptably late or non-/partial-payment

12%
9%

Tax - Liability for tax / amount of tax owed
Trading - Goods or services purchased by your business
Unacceptably late or non-/partial-payment

5%

Trading - Goods or services provided to your customers Not as
described

3%

Trading - Goods or services purchased by your business Late or nonpayment

3%

Trading - Goods or services provided to your customers
Unacceptably late delivery

3%

Tax - Errors in your business tax return

3%

Trading - Goods or services provided to your customers Customer
insolvent

3%

Employees - Staff misconduct (including unauthorised absence and
disciplinary procedures)

2%

Trading - Goods or services provided to your customers Other
contract problems or disputes

2%

Business Premises - Rented- Repairs

2%

Intellectual property - Infringement of your business' intellectual
property - Copyright

2%

Regulation - Other government regulation

2%

Trading - Goods or services purchased by your business Other
contract problems or disputes

2%

Employees - Payment of wages/pension

2%

Employees - Dismissal (or threat of dismissal) of staff

2%

Sample base: 4258. Where business has faced a problem in the last 12 months. Only responses of 2% or higher
included.
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Respondents were then asked about the character of this most recent problem. As seen
below, 31% of businesses regarded their problem as a private business matter, meaning
that they did not wish to involve others. Aside from this, 22% of businesses that had
experienced a problem in the last 12 months classed their most recent problem as
bureaucratic. Only 13% considered their problem to be legal in nature, confirming
previous findings that respondents tend not to characterise business problems as legal
problems.
Figure 9: Character of the problem
Private business matter (i.e. not something to
involve others with)

31%

Bureaucratic

22%

Bad luck

14%

Legal

13%

Moral
Social
Criminal

12%
5%
4%

None of the above

17%

Sample base: 4258. Where the business has faced an issue.

Over half who had a problem in the last 12 months (51%) considered their most recent
problem to be over, whilst a further 14% reported that their problem was most likely now
over. Just over 1 in 5 (21%) stated that their problem is still ongoing, suggesting that
problems faced by small businesses are more likely to be over within a year than they
are to last longer than a year. Indeed, as seen in Figure 16 (in section 5), only 11% of
businesses’ most recent problems lasted for over a year.
Most respondents who had a problem in the last 12 months experienced their most
recent problem with other businesses (42%), whilst government was the next highest
reported second party involved (19%).
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Figure 10: Who was/is the problem with?
Government
17%

Employees
11%
Landlord /
freeholders
2%
Other
9%

Other businesses
44%

Individual
members of the
public
17%

Sample base: 4258. Where the business has faced an issue.

48% of respondents who had experienced a problem in the last 12 months believed that
the problem came about because the other party had done something wrong compared
to only 16% who stated that the other side thought the respondent’s business had done
something wrong.
Of course, this survey only captured the views of one of the parties involved in the
problem, so it is perhaps to be expected that the ‘other side’ was generally perceived to
have been at fault.
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Figure 11: When the problem first started, who had done something wrong?

The other side had done something wrong

48%

The other side thought your business has done
something wrong

16%

Neither

Don't know

34%

4%

Sample base: 4258. Where the business has faced an issue.

4.4 What types of firms have legal problems?
There are certain types of firms that are significantly more likely to experience legal
problems, and some types who are significantly less likely. These types of firms are
detailed in the following tables. Table 5 shows the types of business where the
percentages of total problems reported were significantly higher in the areas highlighted.
Table 6 shows the inverse, where results were significantly lower than for other
respondents. It should be noted here that this analysis should be approached tentatively
given that these significant differences are based on the untreated data regarding
number of problems, the limitations of which have been discussed. Whilst the analysis
does produce some useful insights, the percentages reported in Table 5 and Table 6
should be used as guides only.
A few clear conclusions can be drawn from these tables. The following types of firms
are generally significantly more likely to experience legal problems:


Private limited companies



BME owned businesses



Businesses run by those with a disability



Businesses with more than one worker



Businesses with an expected turnover of more than £500k



Businesses with a retainer contract for legal services



Businesses with an internal legal capacity (Businesses may have internal legal
capacity because they experience legal problems, rather than vice versa)

The following characteristics are indicative of businesses that are significantly less
likely to experience legal problems:
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Sole traders



Non-BME owned businesses



Businesses in the construction or consultancy sectors



Businesses with 1 worker



Businesses with an expected turnover of less than £50k



Businesses without a retainer contract for legal services



Businesses without internal legal capacity
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Table 5: Types of business where problem types make up a significantly higher proportion of the total
Business Characteristic
Type of problem
Trading

Ownership/Firm
characteristics

Sector

Size

Expected
turnover

Contract for
legal services

Internal legal
capacity

Private limited company
(46%)

Wholesale & retail
trade (67%)

2-9 workers (45%), 1049 workers (48%)

£500k-£1m
(56%), £1m+
(48%)

Yes (46%)

Private limited company
(7%), Public limited
company, (9%) Limited
partnership (19%), BME
(6%), Disability (7%)

Wholesale and
retail trade (7%),
Voluntary and
not-for-profit
(16%)

2-9 workers (6%), 1049 workers (14%)

, £250-500k
(8%) ,£500k£1m (17%),
£1m+ (9%)

Yes (8%)

Yes (8%)

Disability (10%)

2-9 workers (13%), 1049 workers (6%)

£500k-£1m (8%)

Yes (11%)

Yes (7%)

Private limited company
(0.2%), Public limited
company (1%), BME
(1%), Disability (0.4%)

2-9 workers (0.3%),
10-49 workers (0.3%)

£1m+ (0.2%)

Yes (0.4%)

Yes (0.4%)

Public limited company
(5%), BME, Disability
(5%)

10-49 workers (4%)

£500k-£1m
(5%),

Yes (6%)

Yes (5%)

Private limited company
(2%), Public limited
company (4%), BME
(3%), Disability (3%)

2-9 workers (2%), 1049 workers (2%)

£1m+ (2%)

Yes (3%)

Yes (3%)

Tax
Employees

Business premises
Finance

Intellectual Property
Regulation

Structure

Based on reported percentages in total column, Table 4
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Table 6: Types of business where problems make up a significantly lower proportion of the total
Business Characteristic
Type of problem

Ownership/Firm
characteristics

Sector

Size

Expected
turnover

Contract for
legal
services

Internal
legal
capacity

Sole trader (40%)

Hotels, catering and
leisure (20%), Education
(32%)

1 worker (38%)

Less than
£50k (39%)

No (39%)

No (43%)

No (5%)

No (5%)

No (6%)

No (7%)

Trading

Tax

Employees

Consultancy (3%),
Voluntary and not-forprofit (2%)

Less than
£50k (4%)

Consultancy (4%)

1 worker (2%), 2
workers (3%)

Construction (5%),
Transport and
communication (2%),
Consultancy (2%)

1 worker (4%)

Sole trader (0.2%),
Partnership (0.02%),
White (0.1%)

Construction (0.2%)

1 worker (0.1%)

Less than
£50k (0.1%)

No (0.1%)

No (0.1%)

Partnership (1%)

Construction (2%),
Finance, insurance and
real estate (6%),
Education (8%),
Consultancy (2%),
Voluntary and not-forprofit (2%)

Regulation

Sole trader (4%),
White (5%)

Consultancy (2%)

1 worker (3%)

Less than
£50k (4%)

No (4%)

No (4%)

Structure

Sole trader (2%),
White (2%)

Construction (2%),
Consultancy (1%)

1 worker (2%)

Less than
£50k (1%)

No (2%)

No (2%)

Sole trader (4%)

Business premises

Finance

Intellectual Property

Based on reported percentages in total column of Table 4

Less than
£50k (4%)
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5 The impact of legal problems
5.1 Introduction
This section examines in more detail the impact that legal problems have on small
businesses. In order to assess this, respondents were again invited to think of their most
recent problem. This ensured that respondents could recall this information with more
ease than past problems, and also avoided generalisations which would have come
about had respondents been asked to assess the impact of legal problems generally.
Covered in this section is an exploration of consequences of legal problems, the financial
and personnel implications, and the duration of the problem.

5.2 Effect of legal problems on the firm
Respondents were invited to rate the impact their most recent problem had upon the
business. This was in the form of a scale between 0 and 600. 0-100 is considered to be
a low impact, 101-300 a moderate impact, 301-500 a high impact and 501-600 a very
high impact. The highest proportion of respondents (40%) rated their problem as having
a low impact, whilst the average size of impact is 185, meaning a moderate problem.
Analysis by the type of problem faced by small businesses in relation to this question
reveals some significant differences. Businesses facing a business premises, finance or
structure problem reported a significantly higher average impact rating (218, 334 and
247 respectively). The average impact rating for finance problems therefore falls into the
‘high’ category. However, a very small sample base may have affected the data in this
case, since there were only 27 cases in which respondents’ most recent problem was a
finance problem.
Conversely, those reporting a trading problem as their most recent problem resulted in
a significantly lower average impact rating (164), with 45% deeming their problem to
have had a low impact, and 20% a high impact.
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Figure 12: Impact rating of most recent problem

40%

Low (0-100)

Moderate (101-300)

33%

High (301-500)

23%

4%

Average: 185
Moderate
problem

Very High (501-600)

Sample base: 4258. Where the business has faced an issue.

Respondents were asked to identify any consequences arising from their most recent
problem from a prompted list. Interestingly, the majority of those who experienced a problem
in the last 12 months (53%) reported none of the prompted consequences. By quite a
margin, the most cited consequence of legal problems upon small businesses is a loss of
income (23%), whilst the second highest is additional costs (8%). This suggests that legal
problems are more likely to have monetary consequences than other consequences. This is
explored further in section 5.3 below.
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Figure 13: Consequences of most recent problem
Loss of income

23%

Additional costs (e.g. increased insurance costs)

8%

Loss of customer/contract

8%

Damage to reputation

7%

Damage to relationship with another business

6%

Inability to complete scheduled work

6%

Inability to take on new work

5%

Damage to property

2%

Change in ownership/structure of the business

2%

Loss of employees

2%

Had to cease trading

1%

Any
None of these

47%
53%

Sample base: 4258. Where the business has faced an issue.

5.3 Financial effects of legal problems
As previously mentioned, it is apparent that monetary consequences are common in
relation to small businesses’ most recent problem. Considering again the definition of a
problem – an issue that diverted or distracted the respondent or anybody else within
their business, in a significant way, from everyday work activities or responsibilities – a
monetary consequence is understandable, since if staff are diverted from their work
activities then productivity is likely to suffer.
The estimated monetary value is explored in more detail in Figure 14. As can be seen,
there is an inverse relationship between the estimated monetary value of the problem
and the number of businesses reporting these values. Nearly half of small businesses
estimated that their most recent problem cost them less than £1000.
The average monetary value when considering all responses was disproportionately
high given the distribution of responses for this question. As this was an open question,
with bandings introduced retrospectively, some very high values exist amongst the 1%
that reported a cost of £500,000+. These values drove up the average considerably.
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In order to address this, outliers were removed by calculating the interquartile range.5
Using this method, 58 extreme outliers were identified. Removing these produced an
average monetary cost of £6,936, which is the average value for all those who reported
a monetary consequence of their most recent problem.
Extending this to include all those that reported a problem (but not necessarily a
monetary consequence) produced an average cost of £3,410. To reach this figure, the
58 cases that had been removed were reassigned the average monetary cost and
included, as were cases in which a monetary cost was reported but the respondent
answered ‘don’t know’ when asked to provide an estimated value.
Figure 14: Estimated monetary cost of most recent problem

Less than £1,000

47%

£1,000 to £5,000

32%

£5,000 to £10,000

7%

£10,000 to £20,000

5%

£20,000 to £100,000
£100,000 to £500,000

Average (outliers
removed):

£3,410

6%
2%

Median (outliers
removed):

£1,000
£500,000+

1%

Sample base: 2955. Where the business experience monetary issues has faced as part of most recent problem.
Includes don’t knows and outliers, both imputed with average value.

In order to extrapolate this figure to produce an estimated cost to the UK economy, the
average of £3,410 was multiplied by the average number of problems per business –
2.1, see Table 4 – and then further multiplied by the number of small businesses in the
UK.6 This produced an estimated total monetary cost of small businesses’ legal
problems to the UK economy of £39.7bn. However, drawing many conclusions from
these figures should be approached with caution. The method used above is just one of
a number of possible approaches to remove outliers, all of which produce different

5

This method involved calculating the interquartile range, multiplying it by 1.5 and adding this to the
75th percentile. Values above this were considered to be outliers. This method was used rather than
calculating the 99th percentile as we were able to transform financial data to be symmetrical which
was not possible for the count (number of problems) data.
6

5,545,885. Based on figures for 2016.
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results.7 Therefore the figures above can be seen as a conservative estimate of the
average financial impacts of problems.

5.4 Effect of legal problems on personnel
In terms of the effect that the most recent legal problem had on personnel, the majority
of businesses who experienced a problem in the last 12 months reported no effect
(80%). The highest reported effect was stress related illness (16%). This is
comparatively lower than the proportion of respondents that reported financial effects.
Even so, it is perhaps significant, not least given the consequences for health services,
that personnel in one in six firms experience health-related impacts due to legal issues.
Although it would be interesting, extrapolating this data to reach an estimate of the
number of individuals likely to be impacted in this way is not wholly possible as the
survey did not capture the number of individuals experiencing such issues.
Nevertheless, if we assume that for the 20% of businesses that reported health impacts
only one person was affected, this extrapolates to just over 1.1 million individuals. Whilst
not all of these individuals may necessarily seek medical assistance, this is still a
considerable number of people affected.
Figure 15: Effect of legal problems on personnel

Stress related illness

Physical ill health

Other mental health issue

16%

4%

4%

Sample base: 4258. Where the business has faced an issue. Multi-response.

5.5 Which firms are affected by legal problems?
Multivariate analysis identified which type of small businesses are more likely to be
impacted when experiencing problems. As noted in Figure 13, 47% of businesses with
a problem in the last 12 months reported some consequence of their most recent

7

Outliers could also be removed based on a Z score. A Z score is a standardised score with a mean
of 0 and a standard deviation of 1, Where Z > 2.33, the probability of which is only 1%, the data was
removed. This produced an average cost to all those who experienced a problem of £5533 – over a
third higher than the average that reached by using the interquartile method

40

The impact of legal problems
problem. Those significantly more likely to report some consequence of their most recent
problem are:


Businesses estimating a turnover of less than £50k (49%)



Businesses that do not expect to make a profit in the current financial year (53%)



Businesses run by those with a disability (55%)



Businesses owing money to creditors (61%) or have been declared insolvent
(85%)



Businesses with internal legal capacity (54%)

Those significantly less likely to report that there were consequences are:


Businesses in the voluntary and not-for-profit sectors (33%)



Businesses run by able-bodied individuals (42%)



Businesses without internal legal capacity (46%)

Considering what we know about the consequences of legal problems being largely
financial in nature, some of these significant differences are perhaps to be expected.
Looking at the characteristics which mean that businesses are significantly more likely
to report some consequence, it is clear that these businesses are those which are less
financially sound, be that making lower profits or being in debt. It is therefore
understandable that these are more likely to be impacted by legal problems, as they
have less of a margin to incorporate and facilitate any possible negative financial impact.
It may be unexpected that businesses without internal legal capacity are less likely to
report some consequence of their most recent problem. From this it can be surmised
possessing internal legal capacity does not necessarily limit the consequences that legal
problems have on businesses. In fact, given that those with internal capacity are
significantly more likely to report some consequence, it may be the case that businesses
with internal capacity have this knowledge within the business precisely because they
tend to experience more severe problems that come with an increased likelihood of
impacting the business.

5.6 Duration of the legal problem
In cases where small businesses’ most recent problem is now over or most likely over
(see Figure 10), respondents were asked to state the month and year of when the
problem commenced and ended. These responses were then converted into durations,
detailed in Figure 16. In 37% of cases where the problem was deemed to be over,
respondents did not provide all the necessary information to calculate a specific duration
for their problem (for example, they may not have been able to specify months).
Nevertheless, where calculated, 22% of small businesses’ most recent problems that
are over lasted 1 to 3 months. Just over 4 in 10 (42%) lasted up to 6 months.
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Figure 16: Duration of the most recent problem

Less than 1 month

10%

1 to 3 months

22%

4 to 6 months

10%

7 to 9 months

10 months to a year

Over 1 year

6%

4%

11%

Sample base: 4261. Where the problem is over/most likely over.
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6 Addressing legal problems
6.1 Introduction
This section examines how small businesses go about addressing their legal problems.
This could be achieved by a number of means – addressing it on their own, using
independent legal service providers or approaching friends or family. Some conclusions
are also drawn on the types of businesses significantly more likely than others to tackle
the problem on their own.
In cases where small businesses address their legal problems with the help of a legal
service provider, this section also explores how small businesses chose their main
provider, their dealings with them, and their overall satisfaction with the service that they
offered.

6.2 Actions to sort out legal problems
Figure 17 details how small businesses went about sorting their most recent problem.
Half (50%) of small businesses went about this entirely on their own, compared to 24%
who sought the help of a legal service provider. 1 in 10 (10%) took no action.8
It is also interesting to examine the characteristics of businesses which dictate that they
are significantly more likely to ‘go it alone’. These are:


Businesses with 1 worker/sole proprietorships (53%)



Businesses with an expected turnover of less than £50k (55%)



White owned businesses (51%)



Businesses without an ongoing contract for legal services (52%)

The following business types are significantly more likely to report that they took no
action to deal with their most recent problem:


Businesses with 1 worker (11%) / Sole proprietorships (12%)



Businesses with an expected turnover of less than £50k (12%)



Businesses without internal legal capacity (11%)

These findings are to be expected when considering other findings of this study, as well
as more general impressions of smaller businesses. Firstly, sole proprietorships are
commonly considered to be more independent and more resistant to external support.
Secondly, as previously discussed, the larger the business the more likely they are to
use external service providers and therefore less likely to ‘go it alone’. Businesses with
10-49 workers are significantly less likely to address their legal problem on their own,
with only 39% of these businesses reporting this. Lastly, it is apparent a similar profile
of businesses are more likely to take no action when faced with a problem. This is
perhaps explained by these businesses being less likely to have the time or money to
spare that would be required to pursue legal action. ‘Going it alone’ or taking no action

8

Due to computer rounding the numbers in Figure 17 sum to slightly over 100%.
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at all can be seen to be the options which would consume the least amount of resources,
and so these findings are not surprising.
Figure 17: Which of these descriptions best indicate how your business went about
sorting the problem?

Entirely on its own

50%

With help from an independent
adviser/representative/support service

17%

With help from outside business
friends/colleagues

9%

An independent adviser/representative/support
service sorted out the problem (or are sorting it
out)

9%

With help from family members

3%

Outside business friends/colleagues sorted out
the problem (or are sorting it out)

3%

Family members sorted out the problem (or are
sorting it out)

1%

Summary: Adviser/representative/support service

24%

Summary: Business friends/ colleagues

Summary: Family members

No action

11%
5%

10%

Sample base: 4258. Where the business has faced an issue.

It is also possible to look at how businesses went about sorting their problem depending
on the character of the problem. Small businesses that characterised their problem as
simply bad luck are significantly more likely to take no action to sort the problem (15%
vs. 10% of all small businesses who had a problem). Perhaps understandably, those
who characterised their most recent problem as legal in nature were significantly less
likely to approach the problem entirely on their own (31% vs. 50%). Small businesses
that deemed their most recent problem as criminal, legal, bureaucratic or social in nature
were significantly more likely to sort the problem with the help of an adviser or support
service.
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As well as looking at the support, if any, that small businesses sought in order to address
their most recent legal problem, it is also interesting to focus more on how businesses
with internal legal capacity first act when encountering a legal problem. Considering that
50% of all small businesses who experienced a problem in the last 12 months chose to
‘go it alone’, it is therefore worthy to note that 40% of businesses with internal legal
capacity, if they experience a legal issue, would choose to look for information on the
Internet, whilst 21% would speak to a lawyer outside of the business. In only 23% of
cases would their first action be to speak to either a lawyer or colleague within the
business, thereby ‘going it alone’.
As such, despite possessing internal capacity, they are likely to seek outside help when
facing issues. Putting it another way, it appears that it is not a binary case of using
internal legal expertise or using independent providers – both can be present.
Figure 18: Which of the following is most likely to happen first if your business
encounters a legal issue?

Talk to someone else
outside the business
9%

Talk to a lawyer
outside the business
21%

Talk to another
colleague in the
business
10%

Look for
information/resource
s on the Internet
40%

Talk to lawyer in the
business
13%

Other
6%
Not applicable
1%

Sample base: 814. Where internal legal capacity.

6.3 Levels of legal expertise and sources used
In cases where businesses reported approaching business friends/colleagues or family
members for assistance in addressing their most recent legal problem, respondents
were asked to assess the depth of knowledge that these sources made available to
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them. Examining Figure 19, it can be seen that business friends/colleagues are
considered to have a higher level of legal/professional knowledge than family members.
These were considered to have good or excellent knowledge in 69% of cases, compared
to only 43% of family members.
The fact that business friends/colleagues are deemed to know more about legal matters
is unsurprising, but the proportion of family members deemed to have at least adequate
knowledge is still high (74%). This is perhaps because, generally speaking, one would
only approach a family member about a legal problem if there was a prior assumption
that this family member would have the means to be able to offer help.
Figure 19: Level of legal/professional knowledge from business colleagues or family

28%
Excellent knowledge
14%
41%
Good knowledge
29%
25%
Adequate knowledge
31%
5%
A little knowledge
20%
1%
No knowledge at all
6%

Business friends/colleagues (501)

Family members (188)

Sample bases in parentheses.

In addition, Table 7 details the vast array of sources of support used to tackle small
businesses’ most recent problems. Accountants are the most used source of support
(26%), followed by financial advisers and solicitors’ firms (both 20%). Given that small
businesses do not necessarily use one source of help per problem, respondents were
able to provide multiple answers to this question.
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Table 7: You said that you had help from business friends/colleagues and/or an
adviser/representative/support service. Was the help that you got from any of the
following?

Source of help

2017 (%)

Accountant

26%

Solicitors’ firm

20%

Tax adviser

7%

Membership or trade body service (e.g. FSB)

6%

Financial adviser

6%

A legal helpline (e.g. Business Support Helpline)

4%

Barrister

4%

Citizens Advice Bureau or similar independent advice charity

4%

HR/Employment service (includes outsourcing)

3%

Another legal service

3%

Debt collection/recovery service

3%

An insurance service

2%

Legal Executive

2%

Licensed conveyancer

2%

Online document provider

2%

Patent/trademark attorney

2%

ACAS (Advisory, Conciliation and Arbitration Service)

1%

Costs Lawyer

1%

Patent/trademark filing agent

1%

Notary

0.4%

Invention promotion company

0.3%

Other business support service

7%

Summary: more than one provider

2%

Summary: Top 10 sources

64%

None of these

21%

Sample base: 1156. Where had help from family/friends/colleagues/advisor/representative/support service
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6.4 Sources of help used and type of legal problem
Table 8 shows the sources of help that businesses used in relation to particular types of
legal problem, whilst Table 11 details how these services were mainly delivered to small
businesses. The six sources of help identified in these tables are based on the six most
cited sources in Figure 3 where respondents could provide multiple responses with
regard to the professional services that they have used in the past 12 months (as
opposed to Table 7, which simply details the services small businesses used to deal
with their most recent problem). This is in order provide a more robust, full year overview
of which problems are brought to which service providers, rather than simply basing it
on the most recent problem.
The most frequently used source in relation to trading problems are solicitors’ firms
(31%) followed by membership or trade body services (27%). Crime, business premises,
debt, intellectual property and environmental/nuisance are also most frequently brought
to solicitors’ firms, whereas accountants are the most likely to be approached to handle
tax problems (82%).
Accountants and solicitors’ firms are sources of help that are of particular interest,
particularly due to the variety of services that they offer. Analysis by business size
reveals that, whilst larger small businesses are significantly more likely to receive help
from accountants for most problem types, this is not true for tax problems. For this
problem type, businesses with 1 worker are significantly more likely (86%) to receive
help from accountants. Larger small businesses do still use accountants, but they are
more likely to use them for help with other issues such as trading or employment
problems. See Table 9.
For solicitors’ firms there is less of a clear pattern, but there is a general increase in the
types of problems brought to solicitors as business size increases. Businesses with 1049 workers are significantly more likely to bring employment, work related injury and
business premises problems to solicitors’ firms. See Table 10.
Multiple methods of service delivery are used by service providers, but in-person
meetings are most frequently used when considering accountants, solicitors’ firms and
financial advisers. Telephone conversations and email are also important, with email
being the most cited main method of delivery for insurance services and membership or
trade body services. See Table 11.
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Table 8: Services helping businesses in the last 12 months, by type of problem
Accountant
(4371)

An insurance service
(2184)

A government advice
website or service (1584)

Solicitors’ firm
(971)

Membership or trade
body service (e.g.
FSB) (972)

Financial
adviser (785)

Trading

12%

10%

16%

31%

27%

8%

Tax

82%

1%

61%

4%

4%

21%

Crime

0.2%

1%

1%

4%

1%

1%

5%

4%

18%

13%

9%

7%

0.2%

4%

3%

3%

2%

1%

Business premises

2%

13%

4%

22%

3%

5%

Finance/insurance

18%

62%

9%

8%

19%

55%

Debt

2%

0%

3%

7%

2%

6%

Intellectual property

1%

1%

3%

7%

4%

3%

Government regulation/competition

10%

2%

32%

7%

16%

7%

Environmental/Nuisance

0.3%

1%

3%

3%

3%

1%

Business set-up/legalstatus/ownership

14%

8%

20%

19%

8%

13%

Other

19%

31%

17%

26%

29%

28%

Employment (excluding work related
injury/illness)
Work related injury/illness

Based on the top six most cited sources for help. See Figure 3. Most cited provider for particular problem highlighted in bold.
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Table 9: Areas in which accountants helped businesses in last 12 months, by
business size
Sample bases in parentheses. Where businesses has made use of an accountant in the last 12 months. Areas

Trading
Tax
Crime
Employment (excluding
work related
injury/illness)
Work related
injury/illness
Business premises
Finance/insurance
Debt
Intellectual property
Government
regulation/competition
Environmental/Nuisance
Business set-up/legalstatus/ownership
Other

Any area

1 worker (1380)

2-9 workers (645)

10-49 workers
(566)

9%

16%

20%

86%

77%

68%

0%

0.4%

1%

3%

9%

12%

0.2%

1%

1%

1%

3%

8%

13%

23%

37%

1%

4%

7%

0.1%

1%

3%

8%

13%

15%

0.2%

1%

1%

12%

16%

16%

17%

20%

23%

97%

96%

96%

where percentage is significantly higher than the average highlighted in bold
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Table 10: Areas in which solicitors helped businesses in last 12 months, by business
size
1 worker (192)

2-9 workers (841)

10-49 workers
(734)

25%

35%

34%

4%

2%

5%

4%

4%

5%

Employment (excluding
work related
injury/illness)

6%

13%

27%

Work related
injury/illness

2%

2%

7%

14%

25%

29%

9%

8%

8%

7%

7%

6%

6%

8%

8%

7%

5%

9%

3%

2%

3%

14%

22%

22%

30%

26%

21%

76%

90%

92%

Trading
Tax
Crime

Business premises
Finance/insurance
Debt
Intellectual property
Government
regulation/competition
Environmental/Nuisance
Business set-up/legalstatus/ownership
Other

Any area

Sample bases in parentheses. Where businesses has made use of a solicitor in the last 12 months. Areas where
percentage is significantly higher than the average highlighted in bold.
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Table 11: How was this service MAINLY delivered to your business?

Accountant
(4731)

An insurance service
(2184)

A government advice
website or service (1584)

Solicitors’ firm
(971)

Membership or trade
body service (e.g.
FSB) (972)

Financial
adviser (785)

In person meetings

45%

8%

1%

38%

8%

63%

Telephone conversations

11%

29%

6%

22%

23%

16%

Correspondence by post

7%

8%

1%

6%

9%

3%

Through someone else

1%

1%

0%

2%

1%

1%

Texting

0%

0%

0%

0%

0%

1%

Email

35%

34%

7%

29%

34%

14%

Internet (excluding email)

2%

20%

84%

2%

25%

2%

Based on the top six most cited sources for help. See Figure 3. Most cited method of service delivery highlighted in bold

Addressing legal problems

6.5 The process of choosing a provider
Table 12 details the breakdown of which legal service provider small businesses
considered to be their main provider when dealing with their most recent problem.
Accountants came in highest at 28%, followed by 21% for solicitors’ firms. This is to be
expected considering that most recent problems were trading or tax related (see Figure
8), and these are problems most frequently brought to the attention of accountants and
solicitors’ firms (see Table 9).
Table 12: Which of the providers that you contacted was your main provider?
Provider

% using as
main provider

Accountant

28%

Solicitors’ firm

21%

Other business support service

8%

Membership or trade body service (e.g. FSB)

6%

Tax adviser

4%

HR/Employment service (includes outsourcing)

3%

Another legal service

3%

Barrister

3%

Financial adviser

3%

A legal helpline (e.g. Business Support Helpline)

3%

Citizens Advice Bureau or similar independent advice charity

3%

Debt collection/recovery service

3%

An insurance service

2%

Legal Executive

2%

Patent/trademark attorney

2%

Online document provider

2%

Licensed conveyancer

2%

Sample base: 1407. Where received help from a service provider to deal with a recent problem. Only
responses rounding to 2% or higher included.

Breakdown by main problem type reveals that, by a large margin, small businesses
whose most recent problem was a tax problem were significantly more likely to use an
accountant as their main provider (71%). The same is true for those with a regulation
problem (40%). Small businesses with a business premises or structure problem were
significantly more likely to use a solicitors’ firm as their main provider (42% and 34%
respectively).
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6.5.1

Shopping around for a provider
In cases where businesses received help from a legal service provider, just 22%
shopped around for the main provider they chose. 66% explicitly did not, whilst 5%
wanted to but did not know how.
Reasons for not shopping around are shown below. It is apparent that familiarity is the
key reason why small businesses choose not to shop around for a provider, given that
the most cited reasons are ‘Being happy to go with someone I knew’ and ‘Being happy
to go with people we had used before’ (both 32%). Just 2% said that it was because
they thought it would be too difficult.

Figure 20: Reasons for not shopping around for a provider

Being happy to go with someone I knew

32%

Being happy to go with people we had used
before

32%

Using the provider recommended by my trade
body

9%

Not having the time

8%

Not having a choice because of how the service
was funded

7%

A friend recommended someone

7%

Being happy to go with the first provider I came
across

Thinking it would be too difficult

Sample base: 907. Where did not shop around.
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6.5.2

Ease of comparison between providers
In instances where businesses did shop around, half (50%) found the process easy,
compared to 19% who found it difficult. 30% answered neither to this question, indicating
some level of ambivalence. However, it is worth noting that these questions were only
asked of a minority of small businesses and so the results should be treated with caution.

Figure 21: How easy or difficult was it to make comparisons between different
providers?

18%

33%

30%

Summary Easy: 50%

Very Easy

Easy

13%

6%

Summary Difficult: 19%

Neither

Difficult

Very Difficult

Sample base: 308. Where shopped around.

6.5.3

Ease of finding information on providers
Respondents were also asked to rate how easy it was to find information about various
aspects of their main provider. Respondents found it easiest to find information about
expertise or experience for the problem/issue (61%), closely followed by information
about the cost of service (60%). Only 41% found it easy to find information about
professional indemnity insurance, but this is likely due to the high proportion that did not
try to find this information (25%).
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Figure 22: How easy or difficult was it to find information you wanted about your main
provider?

Cost of service

60%

Information about quality of
services

56%

Information about regulation of
services
Information about professional
indemnity insurance

50%

41%

Information about expertise or
experience for the
problem/issue

61%

55%

Information about how long it
would take

56%

Neither

Difficult

9% 10% 6%

14% 10% 13% 7%

15%

8%

15% 6%

Information about how quickly
services could be accessed

Easy

15%

17%

25%

14%

10%

13%

9% 10% 6%

15% 10% 14% 6%

16%

12% 10% 7%

Did not try to find this info

Don't know

Sample base: 1407. Where received help from a service provider to deal with a recent problem

6.5.4

Checking if providers are regulated
Respondents that received help from a service provider to deal with a recent problem
were asked whether or not they or their business checked whether their main provider
was regulated. 57% reported that they did check, compared to 33% who did not. Those
who did not were asked their reasoning for this. The answers are detailed in Figure 23.
Over half (52%) reported that they did not check because they simply assumed that they
would be regulated, whilst 25% did not think that regulation was important. Just 1 in 10
(10%) of those that did not check already knew whether or not their main provider was
regulated.
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Figure 23: Why did you/your business not check whether your main provider was
regulated?

I just assumed they would be regulated

52%

Did not think regulation was important

25%

Already knew this information

Did not know how to find that information

Did not know what regulation meant

10%

7%

6%

Sample base: 447. Where did not check whether provider was regulated.

6.5.5

Payment terms of providers
The majority of small businesses that received help from a service provider to deal with
a recent problem paid for at least some of the help they received (54%). This is broken
down into 44% that paid for all of it, and 10% that paid for part of it. Amongst those who
did not pay for the help they received, the majority did not do so because it was free
(24%) rather than because the cost was covered by insurance or a subscription.

Figure 24: Did you have to directly pay for all or part of the help you received?
Yes - paid for all of it

44%

Yes - paid for part of it

No win no fee agreement

10%

4%

No - it was free
No - it was covered by insurance

24%
5%

No – it was covered by a business subscription
No it was covered by a legal services subscription

7%
2%

Summary Yes
Summary No

54%
41%

Sample base: 1407. Where received help from a service provider to deal with a recent problem
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The vast majority (81%) of small businesses reported that they had a discussion with
the provider before settling on a price. In only 13% of cases was a price advertised,
either in an advert or on the provider’s website. This complements the findings of the
CMA study9 which found that SMEs are unable to find prices advertised anywhere, and
so their only choice is to make contact with the provider in order to obtain a price.
Figure 25: How did you/your business first find out the price of the service?
I had a discussion
with the provider
to determine the
cost of the case
81%

The price was
available in an
advertisement
4%
Price was
advertised on the
providers website
9%

Other
6%

Sample base: 774. Where paid directly.

6.5.6

Funding legal services
When it came to the sources of funding used to pay for legal services, businesses used
business turnover in the majority of cases (51%). The second most cited source was
business savings/reserves (27%) whilst 16% used personal savings. One significant
difference of note is that sole proprietorships are significantly more likely than the
average to use personal savings (25%).
All things considered, these results show that the cost of legal services can be
accommodated internally in the majority of cases, but a significant minority have to resort
to other funding sources outside of the business.

9
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Figure 26: How did you/your organisation fund the payment of your legal services?

From the business turnover

51%

From business savings/reserves

27%

From personal savings

16%

A charge was put on my property

3%

Took out a loan

2%

Borrowed the money from family/friends

1%

It was paid for by family or friends

1%

Sample base: 774. Where paid directly.

6.6 Reasons for choice of legal provider
The choice of legal provider is largely dictated by their reputation (26%), whether the
business has used them previously (26%) and the legal specialism of the provider (20%).
The cost of advice is less of an important consideration, with only 18% of respondents
reporting this. Given that 41% of small businesses did not have to pay for their most
recent legal help (Figure 25), it is perhaps not surprising that the cost of advice is not a
higher ranking factor.
Figure 27: What was the most important factor in making your choice of main
provider?
Their reputation

26%

Whether you have used them previously

26%

Specialist in the area of law

20%

Cost of advice

18%

They were recommended to me by friends or…

10%

Convenience of where they are located

8%

They were family/friends believed to have…

8%

Speed of delivery

7%

They were recommended to me by my trade body

7%

They were recommended to me by my…

7%

Distance from where you live
Quality mark
Gender of the adviser

4%
3%
2%

Sample base: 1407. Where received help from a service provider to deal with a recent problem.
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As shown in Table 13, analysing the data in Figure 27 by those who paid or did not pay
for their provider reveals that those who paid are significantly more likely to rank using
the provider previously, recommendation from their accountant and distance from where
they live as the most important factor (30%, 9%, 6% respectively). Conversely, those
who did not pay were significantly more likely to say that the most important factor for
them was that their provider was a family member or friend believed to have relevant
expertise or that they were recommended by their trade body (13% and 10%
respectively).
In fact, whether the business has used the provider previously is the most cited factor
amongst those who paid for their provider whilst, in line with the average, reputation is
the most important factor amongst those who did not pay. Aside from the cases
mentioned, the reported percentages in other categories are similar amongst the two
groups.
Although it may seem odd that the cost of the advice has a similar importance regardless
of whether the business paid for their provider or not it is likely that ‘cost of advice’ means
something different to a business that paid to a business that did not. For a business
that did not pay for their provider this could mean the fact that the advice was free,
whereas for one who did pay this is likely to refer to the actual monetary amount paid.
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Table 13: Most important factor in making your choice of main provider, by paid or did
not pay
Paid for provider
(774)

Did not pay for provider
(550)

28%

23%

30%

20%

22%

19%

18%

19%

They were recommended to
me by friends or family

12%

7%

Convenience of where they
are located

9%

7%

5%

13%

7%

7%

They were recommended to
me by my trade body

4%

10%

They were recommended to
me by my accountant

9%

4%

6%

2%

4%

3%

2%

1%

Their reputation
Whether you have used them
previously
Specialist in the area of law
Cost of advice

They were family/friends
believed to have relevant
legal/managerial/business
expertise
Speed of delivery

Distance from where you live
Quality mark
Gender of the adviser

Sample bases in parentheses. Where received help from a service provider to deal with a recent problem, by
whether paid or did not pay for provider
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It can be surmised from Table 14 that small businesses are not always able to get help
from their preferred provider, or that their main provider may not have been the first port
of call. This is particularly pertinent for accountants, from whom businesses were unable
to get the required help in 9% of cases. Overall, just under 1 in 4 (24%) unsuccessfully
sought help from a legal provider. The reasons for this are unclear as respondents were
not asked in the survey. Possible reasons include a supply-side gap, regulatory barriers
to chosen providers offering help with the problem area, a lack of available information
or the complicated nature of the problem, but conclusions cannot be drawn from the
survey data.
Table 14: Did your business contact any of the following to try to get help but found
they weren’t able to help you?

Source of help
Accountant

9%

Tax adviser

2%

Financial adviser

2%

Solicitors’ firm

4%

Barrister

1%

Membership or trade body service (e.g. FSB)

2%

A legal helpline (e.g. Business Support Helpline)

1%

Online document provider

1%

Citizens Advice Bureau or similar independent advice charity

2%

HR/Employment service (includes outsourcing)

1%

An insurance service

1%

Another legal service

1%

Other business support service

2%

Any

24%

None of these

76%

Sample base: 4258. Where business has faced a problem.
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6.7 Satisfaction with legal providers
Overall, small businesses cite high satisfaction with their main provider of legal services.
83% reported that they were satisfied in relation to their most recent problem, compared
to only 5% that were dissatisfied. It can therefore be said that legal service providers,
when available, are meeting the needs of small businesses in a majority of cases.
Figure 28: Satisfaction with main provider

46%

Very satisfied

Fairly satisfied

37%

Neither

Fairly dissatisfied

10% 3%
2%

Very dissatisfied

Sample base: 1407. Where received help from a service provider to deal with a recent problem

6.7.1

Reasons for dissatisfaction with legal providers
In the small number of instances where businesses reported dissatisfaction with their
main provider, respondents were invited to give their reasons for their dissatisfaction.
Poor service was cited by 18 respondents, whilst 14 respondents said ‘Person dealing
with me did not seem to know what he or she was doing’. Other responses are shown
in the Figure 29. Again, these are very small numbers, and should be treated as
indicative only.
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Figure 29: What were the reasons for your dissatisfaction with the service you
received?

The quality of service provided was poor

18

Did not seem to know what he or she was doing

14

I was not kept up to date on progress

12

Delays to the amount of time the matter took

12

The final bill was higher than I expected

12

Mistakes were made by them in dealing with the matter

10

Poor value for money

8

Legal advice proved to be wrong

5

I was not treated very well by staff

5

Failed to follow my instructions

5

The person dealing with my matter was more junior than
the person I was led to believe would be dealing with it

3

Breach of confidentiality
Lost paperwork

2
1

Sample base: 63. Where dissatisfied.

6.7.2

Actions following dissatisfaction with legal providers
Despite being dissatisfied, this small number of businesses tended to do little to act on
this dissatisfaction. 15 of the 42 businesses did not do anything about their
dissatisfaction, whilst a further 14 raised their concerns but did not make a formal
complaint. There were only 9 cases where a complaint was made either to the provider
or to another service such as the Citizens Advice Bureau or the Legal Ombudsman.
These responses are shown in Figure 30.
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Figure 30: What was your initial response to being dissatisfied?

I didn't do anything about it

15

Raised my concerns with the service provider but
did not make a formal complaint

14

I made a formal complaint to the professional
service provider

6

Got advice from a third party about what I should
do about it

3

Complained/ sought advice from The Citizens
Advice Bureau

2

I intend to complain but have not yet

1

I complained to the Legal Ombudsman

1

Sample base: 63. Where dissatisfied.

In the minority of cases where a formal complaint was made to the service provider (10),
just 2 were awarded compensation whilst another 2 transferred their complaint to an
independent body such as an ombudsman.
6.7.3

Appetite for legal ombudsman type scheme
All respondents were subsequently asked about their desire for an independent
ombudsman-type scheme that would be able to handle disputes between businesses
and legal service providers. There is a high degree of uncertainty in this area, with 45%
of respondents answering ‘don’t know’. This is perhaps because such a small
percentage of those surveyed were dissatisfied with their provider and so may not have
previously considered the usefulness of an ombudsman type scheme.
Nevertheless, 33% of respondents would want to be able to take their dispute to an
ombudsman. This is made up of 20% who would like to be able to and think that one
exists, and 13% who would like to but don’t think that one exists.
Of all respondents, over four in ten (43%) would have used an ombudsman scheme if
they remained dissatisfied with their legal service provider. 27% would take further legal
action, whilst 29% would simply do nothing.
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Figure 31: Would you want to be able to take your dispute to an independent
ombudsman-type scheme?
No
19%

Yes, but this
option isn’t
currently
available
13%

Don’t know
48%

Yes – I/we
already can
20%
Sample base: 10479. All respondents.

Figure 32: If you remained dissatisfied with the legal service provided what action did
you/would you have taken?

Took further legal
action
27%

Nothing but I
would have used
an ombudsman
scheme if able
43%
Use an ADR
service
3%
Other
1%

Nothing
26%
Sample base: 10479. All respondents.
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7 The outcome of legal problems
7.1 Introduction
This section examines how small businesses’ most recent legal problem concluded. This
includes which, if any, legal processes occurred on the path to resolution as well as how
the problem was finally settled.

7.2 Outcomes of legal problems
Overall, 79% of small businesses who experienced an issue in the past 12 months
reported no engagement with formal legal mechanisms in order to get their most recent
problem resolved, indicating a tendency within small businesses to attempt resolution
via informal means. The highest reported legal mechanism was an online dispute
resolution, yet this was cited in only 5% of cases. Deeper legal involvement was reported
but in lower numbers. For example, 4% of businesses were contacted by a lawyer, and
a court became involved in 3% of cases.
Figure 33: Did any of the following happen as part of the problem or sorting the
problem?
Online dispute resolution e.g. Ebay or something
similar

5%

Your business was contacted by a lawyer or
formal agent (e.g. debt collection agency) of the…

4%

Conciliation, mediation or arbitration took place

4%

Legal proceedings commenced/a court became
involved

3%

A regulator or ombudsman became involved

2%

A formal appeals service became involved

1%

Tribunal proceedings commenced/a tribunal
became involved

1%

There was a court hearing

1%

The police became involved

1%

There was a tribunal hearing

1%

Sample base: 4258. Where faced an issue.

In the 41 cases where there was a court hearing, just 19 reported that a lawyer appeared
on behalf of the business.
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7.3 Conclusion of legal problems
In instances where businesses reported that their most recent problem was now over,
they were asked how their problem concluded. The most frequently given answer was
that an agreement was reached directly between the business and the other side (35%),
followed by the business acting independently of the other side to sort the problem
(12%). This is yet more evidence that small businesses tend to avoid formal legal action
if possible. Examining the list in Figure 34, it is not until the 6th highest response that we
see some form of legal process (online dispute resolution) being present. Even then,
businesses are more likely to simply put up with the problem rather than conclude it via
an online dispute (8% vs. 5%).
Figure 34: Which of these descriptions best describes how the problem concluded?
Agreement reached directly between your
business and the other side

35%

Your business acted independently of the other
side to sort out problem

12%

The problem sorted itself out without your
business or the other side doing anything

9%

The other side acted independently to sort out
problem

9%

Your business is just putting up with the problem

8%

Online dispute resolution e.g. Ebay or something
similar

5%

Agreement reached through somebody who was
acting for your business

5%

Agreement reached through conciliation,
mediation or arbitration sessions

3%

Decision of a court/tribunal

3%

Decision of a formal appeals service

2%

Decision/action of an independent third party

2%

Sample base: 2718. Businesses who have experienced an issue in the last 12 months and it is over/most likely
over.

Small businesses that used an accountant, solicitor or barrister were significantly more
likely to report that an agreement was reached through this adviser (20%, 19% and 17%
respectively, vs. 5%). However, it is important to note that splitting the data in this way
produces very small sample bases – for example, the 20% of businesses who used an
accountant and saw their problem concluded thanks to the efforts of this service
amounts to just 38 cases. As such, these findings are indicative only.
Table 15 shows how small businesses’ most recent problems concluded split by how
businesses sorted the problem. Those who tackled their problem entirely on their own
are significantly more likely than the average to report that they reached an agreement
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directly with the other side involved (43% vs. 35%). Those who approached business
friends/colleagues are significantly more likely to have seen an agreement reached
though conciliation or mediation (6% vs. 3%) and small businesses who used an adviser
or support service are significantly more likely to have gone down a more formal legal
route such as reaching an agreement through a solicitor or accountant (17% vs. 5%) or
abiding by the decision of a court (6% vs. 3%).
Table 15: How the problem concluded, by how the problem was sorted
Response type / How
problem concluded

Agreement reached directly
between your business and
the other side

Entirely
on its
own
(1375)
43%

Business
friends/colleagues
(283)

Family
members (93)

Adviser/represe
ntative/support
service (736)

36%

41%

27%

Your business acted
independently of the other
side to sort out problem

14%

12%

21%

9%

The problem sorted itself
out without your business or
the other side doing
anything

9%

9%

12%

7%

The other side acted
independently to sort out
problem

11%

13%

2%

Your business is just putting
up with the problem.

7%

4%

9%

Online dispute resolution
e.g. Ebay or something
similar

6%

3%

2%

4%

7%

3%

17%

1%

7%

4%

3%

Agreement reached through
somebody who was acting
for your business (e.g.
solicitor or accountant)

1%

Agreement reached through
conciliation, mediation or
arbitration sessions, hosted
by an independent
person/organisation

1%

Decision of a court/tribunal

1%

4%

2%

6%

Decision of a formal appeals
service

1%

2%

1%

4%

2%

1%

4%

Decision/action of an
independent third party (e.g.
the police, a regulator)

1%

6%

Sample bases in parentheses. Where businesses has experienced a problem in last 12 months responded
in one of the four identified ways. Areas where percentage is significantly higher than the average
highlighted in bold
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The majority of respondents whose business experienced a problem in the last 12
months reported that it concluded in their favour (73%) compared to only 17% that
reported that the conclusion was not in their favour.
Figure 35: To what extent would you say the disagreement concluded in your
business’s favour?

45%

28%

Completely in your favour

Mostly in your favour

Not at all in your favour

Don't know

8%

9%

11%

Mostly not in your favour

Sample base: 2718. Businesses who have experienced an issue in the last 12 months and it is over/most likely
over.
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8 Attitudes to risk, law and legal services
8.1 Introduction
This section examines the attitudes that businesses have in regard to risk, law and legal
services. Respondents were asked to state whether they agree or disagree with seven
statements, the responses for which are detailed below.
Also included is an analysis of the types of business that are more likely to agree with
each statement, largely based around the size of the business.

8.2 Attitudes to law and regulation
44% of respondents consider law and regulation to provide a fair environment for
businesses to succeed, compared to 12% that disagreed. 6% strongly agreed whilst only
2% strongly disagreed.
Those who received help from a legal service provider are significantly more likely to
agree with this statement (49%), perhaps reflecting a positive experience in using the
provider. Indeed, 51% of those who said that they were satisfied with their main provider
agreed with this statement, which is also significantly higher than the total.
Sole proprietors are significantly less likely to agree than the sample average that law
and regulation provides a fair environment (42%), whilst larger businesses are
significantly more likely (46% of businesses with 2-9 workers, 52% of businesses with
10-49 workers).
Public limited companies and those within the voluntary and not-for-profit sector are
significantly more likely to agree (67% and 53% respectively) but beyond this there are
few significant differences of note.
Figure 36: To what extent do you agree that law and regulation provide a fair
environment for businesses to succeed?

44%

Summary: Agree

32%

Neither

12%

Summary: Disagree

12%

Don't know

Sample base: 10579. All respondents.
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8.3 Attitudes to cost of lawyers
Levels of agreement are low with regard to the statement that lawyers are cost effective
– only 11% agreed, compared to 49% that disagreed. Of these, 1% strongly agreed and
17% strongly disagreed.
Nevertheless, those who used a legal service provider to address their most recent
problem are significantly more likely to agree that lawyers are cost effective, with 20%
agreeing.
Understandably, higher expected turnover means an increased likelihood that the
respondent would agree that lawyers are cost effective. For comparison, businesses
with an expected turnover of less than £50k are significantly less likely to agree than the
average (9%) whilst businesses with an expected turnover of £100-250k are significantly
more likely to agree (18%). This increases further once expected turnover exceeds £1m
(22%).
Figure 37: To what extent do you agree that lawyers provide a cost effective means to
resolve legal issues?

11%

32%

Summary: Agree
Sample base: 10579. All respondents.
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49%

12%

Summary: Disagree

Don't know
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8.4 Attitudes to trust
Agreement is much higher regarding the levels of trust that small businesses feel
towards the people that they come into contact with. 70% agreed that they generally
trust these people, and only 4% disagreed. 9% strongly agreed and 1% strongly
disagreed.
Businesses receiving help from a legal service provider in relation to their most recent
problem are significantly less likely to agree with this statement (62%). As such, it could
be suggested that these businesses received help from a provider because they are
less likely to trust those around them, but this causality is a supposition and is not
something which can be determined from the data.
Smaller businesses are more trusting. Businesses with an expected turnover of less
than £50k are significantly more likely to trust the people that they come in contact with
than the sample average, as are sole proprietors (75% and 71% respectively). This falls
as the number of workers increases – both businesses with 2-9 workers, and those with
10-49 workers are both significantly less likely to agree (67% and 63% respectively).
Businesses within the finance and insurance sector are less trusting. 65% of these
businesses agreed that they trust those they come in contact with, which is significantly
lower than the sample average.
Figure 38: To what extent do you agree with the statement ‘When doing business, I
generally trust the people that I come into contact with’?

70%

Summary: Agree

Neither

21%

Summary: Disagree

4%5%

Don't know

Sample base: 10579. All respondents.
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8.5 Are lawyers used as a last resort?
In just under half of cases (49%) lawyers are used as a last resort, whereas 12%
disagree with this statement. 15% strongly agreed and only 6% strongly disagreed. This
supports previous comments that small businesses will avoid engaging formal support
if they are able to.
Interestingly, significant differences here do not wholly fit with previous conclusions that
have derived from the data. Despite previous indications that the smaller the business,
the more likely they are to ‘go it alone’, responses to this question indicate that sole
proprietorships are significantly more likely than the average to disagree that they use
legal service providers as a last resort (13%). For comparison, just 10% of businesses
with 10-49 workers disagreed that they use lawyers as a last resort.
One possible explanation for this is that smaller businesses such as sole proprietorships
may not use lawyers in any situation given their tendency to ‘go it alone’, and therefore
may not even agree that they would use them as a last resort.
As is perhaps to be expected, those who received help from a service provider to tackle
a recent problem are significantly more likely to agree with this statement (70%).
Figure 39: To what extent do you agree with the statement ‘I use a legal services
provider to solve business problems as a last resort’?

49%

Summary: Agree
Sample base: 10579. All respondents.
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12%

Summary: Disagree

16%

Don't know
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8.6 Are legal services accessible?
Just under one quarter (24%) of respondents agreed that they find it easy to find a
suitable and affordable legal service provider. There is however a high level of
uncertainty or disengagement in this area since over half of respondents reported that
they neither agree nor disagree (31%) or that they don’t know if they agree or disagree
(27%). Referring back to Figure 3, 37% of respondents reported that they had not used
a legal professional service in the past 12 months, and so it is perhaps from here that
the uncertainty stems.
Understandably, larger businesses are significantly more likely to agree than the sample
average that they are able to find a provider that they can afford. For example, 34% of
businesses with 2-9 workers agreed and 45% of businesses with 10-49 workers agreed,
whilst the higher the expected turnover the more likely they are to agree. On the contrary,
sole proprietorships are significantly less likely to agree (21%).
Similar to the previous statement, those who received help from a service provider are
perhaps understandably significantly more likely to agree (43%).
Figure 40: To what extent do you agree with the statement ‘When I need one, I find it
easy to find a suitable legal services provider that I can afford’?

24%

Summary: Agree

31%

Neither

18%

Summary: Disagree

27%

Don't know

Sample base: 10579. All respondents.
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8.7 Accessibility of legal advice and support
The majority of respondents (56%) disagreed that not being able to find a suitable legal
service provider when one is needed has affected the growth of their business; 29%
strongly disagreed. Just 4% agreed, 1% of which strongly agreed. Businesses with 1
worker are significantly less likely to agree (3%) whilst businesses with 2-9 and 10-49
workers are significantly more likely to agree (6% and 11% respectively).
It can also be said that the higher the turnover the business, the more likely they are to
agree. Businesses with an expected turnover of less than £50k are significantly less
likely to agree (3%), compared to businesses with an expected turnover of £500k-£1m
and £1m+ who are both significantly more likely to agree (9% and 8% respectively).
Figure 41: Not being able to find a suitable legal services provider when I need one
has affected the growth of my business

4%

24%

Agree
Sample base: 10579. All respondents.
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8.8 Is the need for legal services increasing?
The need for legal services is not increasing in a majority of cases, with 57% disagreeing
that they feel the need to take legal advice more often than they did two years ago. 30%
strongly disagreed, whilst only 1% strongly agreed.
Significant differences can be seen in a few key areas. Firstly, firms with more than one
worker are significantly more likely to agree than the sample average (11% for 2-9
workers, 19% for 10-49 workers). Public limited companies are also noteworthy, with a
significant 25% of these companies agreeing that their need for legal services has
increased.
Those who received help from a service provider to deal with a recent problem are also
significantly more likely to agree (23%).
Similar to the previous statements, higher expected turnover generally indicates an
increased likelihood to agree. Businesses with an expected turnover of £100k or more
are all significantly more likely to agree (e.g. 17% for £500m-£1m, 18% for £1m).
Figure 42: To what extent do you agree with the statement ‘I feel the need to take legal
advice more often than I did two years ago’?

6%

25%

Summary: Agree

57%

Neither

Summary: Disagree

12%

Don't know

Sample base: 10579. All respondents.
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9 Longitudinal analysis: 2013, 2015 & 2017
9.1 Background
Given that the same survey, with only small variations, has been conducted in three
separate years, this allows for a longitudinal analysis to be conducted. Longitudinal
analysis enables us to observe changes over time in a way that is not possible with
cross-sectional analysis. For this approach to be useful, the samples for each year in
question must be similar. In this case, this means that the sample must be representative
of all small businesses during the year in which the survey took place to ensure that
differences in the data are comparable and meaningful, rather than different as a result
of disparities between the sample bases. With this in mind, a longitudinal study allows
us to track changes in experience and perceptions amongst small businesses from 2013
to 2017.
In many cases the data is very similar across all three years, suggesting that the
experience, approaches and attitudes of small businesses with regard to legal needs
has generally remained constant since 2013, and that the data which has been
discussed for 2017 can be assumed to be, in most cases, a good indicator for this time
frame. There are, however, some instances where significant and/or interesting
differences arise within the data. As such, it is these differences which will be discussed
in this section, rather than an extensive report detailing many cases of no significant
change.
9.1.1

Key characteristics of sample
Table 16 shows the key characteristics of the longitudinal sample. The figures shown
are weighted data. Weighting was based on sector and number of employees. This
weighting ensures that each year is broadly comparable to the others.10 This does mean
that figures reported in this document for 2013 and 2015 may differ slightly from those
given in previous reports on the different surveys.
The fact that the weighted figures in Table 16 are very comparable across the three
years supports the robustness of the longitudinal analysis and the revised weighting
schemes. Across the three waves small businesses are very similar across key
demographic measures, such as number of employees. Perhaps the most noticeable
change is the rise in the proportion of businesses expecting to make a profit in the
current year (61% in 2013 to 71% in 2017), which could be attributed to improved
economic conditions since 2013.

10

It is worth noting that during the preparation of the longitudinal database it became clear that
differing weighting strategies had been used across the 3 waves of the research. In order to be able
to compare data across all three waves a process of re-weighting was undertaken, bringing the profile
of the sample from each of the three waves more in line with one another, therefore allowing
comparisons.

78

Longitudinal analysis: 2013, 2015 & 2017

Table 16: Key Sample Characteristics, 2013, 2015 and 2017. Weighted.
2017
(10579)

2015
(10687)

2013
(10535)

1 worker

76%

76%

75%

2-9 workers

19%

20%

21%

10-49 workers

5%

4%

4%

Yes, limited a lot

5%

4%

5%

Yes, limited a little

21%

20%

20%

No

74%

76%

75%

Up to 3 years

19%

20%

22%

3-6 years

19%

19%

19%

6-10 years

19%

15%

19%

10-25 years

32%

31%

30%

25 years+

16%

15%

14%

Less than £50k

54%

55%

55%

£50-100k

12%

12%

13%

£100-250k

6%

7%

6%

£250-500k

4%

3%

3%

£500k-£1m

3%

2%

2%

£1m+

2%

2%

2%

Yes

71%

68%

61%

No

13%

14%

19%

Business Size

Disability

Age of Business

Expected turnover in current year

Expect to make a profit in current year
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Don’t know

16%

18%

20%

Sample bases in parentheses

9.2 Legal capacity and legal problems over time
A key indicator within this survey is the presence of internal legal capacity. Whilst
changes in this area are quite minimal, it is still important to include as little to no change
is perhaps a finding in itself. Although the presence of internal legal capacity is
unchanged since 2015 (5%), there has been a small but statistically significant fall when
compared to 2013 (6%). The proportion of businesses with a legal retainer has fluctuated
since 2013, but is at a three year low in 2017 at 7%. The 9% in 2015 is a small difference,
but is nonetheless significantly higher than 2017 levels.
Figure 43: Legal capacity over time

5%
Internal legal capacity

5%
6%

7%
Legal retainer

9%
8%

2017 (10579)

2015 (10688)

2013 (10535)

Sample bases in parentheses. All respondents. Percentages highlighted in bold indicate a significantly higher
percentage when comparing 2013 and 2017. Percentages underlined indicate a significantly higher percentage
when comparing 2015 and 2017

In 2017 63% of small businesses reported using any professional service (whether or
not they experienced a legal problem). This proportion is significantly higher than in
2015, when 54% of respondents reported using any professional service.
Accountants remain the most used service, although the percentage of businesses
reporting use of this service is down significantly compared to 2015.
As mentioned in the background to this section, there were some slight changes to the
questions asked in the survey across the years. In the case of Table 17, various new
options were added to the question ‘Which of these independent professional services,
if any, has your business made use of in the last 12 months?’ in 2017. Therefore, some
cells in the Table unavoidably contain ‘n/a’. These additions should be taken into
account when comparing data across the surveys as it is likely they have impacted the
results. It is possible that the new options have allowed respondents to answer more
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accurately and may have impacted the number of responses that otherwise would have
been given for the original options available in 2015.11
Table 17: Independent professional services used in the preceding 12 months over
time
2017
(10579)

2015
(10687)

Accountant

41%

43%

An insurance service

21%

n/a

A government advice website or
service (e.g. .gov.uk, Insolvency
Service, Companies House,
Information Commissioners
Office)

15%

n/a

Membership or trade body service
(e.g. FSB)

9%

n/a

Solicitors’ firm

9%

9%

Financial adviser

7%

8%

Tax adviser

7%

9%

A business advisor in your bank.

5%

n/a

A legal helpline (e.g. Business
Support Helpline)

4%

2%

Online document provider

4%

n/a

A Business Consultant/
consultancy service

3%

n/a

HR/Employment service (includes
outsourcing)

3%

3%

Citizens Advice Bureau or similar
independent advice charity

3%

3%

Debt collection/recovery service

2%

2%

Other business support service

2%

3%

Summary: Any

63%

54%

None of these

37%

46%

Service used in last 12 months

Sample bases in parentheses. All respondents. Sorted in descending order by percentages reported in 2017.
Only responses rounding to 2% or higher included. Percentages underlined indicate a significantly higher
percentage when comparing 2015 and 2017.

11

Although this question was asked in 2013 data has not been given in this table. Between 2013 and
2015 there were significant decreases across all services used, suggesting that the way in which the
question was asked changed between the two years. As such, we do not feel that the 2013 data can
be compared with data for 2015 or 2017 with a high enough degree of confidence for it to be included
in this report.
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9.3 Experience of problems over time
As noted in the 2017 cross-sectional section of this report, 31% of respondents in 2017
stated that their business had experienced a problem in the last 12 months. As shown
in Table 18, this figure has fluctuated since 2013, with a high of 36% in 2013, and a low
of 28% in 2015. Given that we currently only have three years to compare, it is difficult
to identify a direction in which the data is heading. Nevertheless, we can say that, in
2017, more small businesses reported problems than in 2015, but less so than in 2013.
Table 18: Percentage of small businesses that experienced a problem: 2013, 2015,
2017

Year

% of small businesses that
experienced
a problem

2017 (10579)

31%

2015 (10688)

28%

2013 (10535)

36%

Sample bases in parentheses. All respondents. Percentages highlighted in bold indicate a significantly higher
when comparing 2013 and 2017

When we look at the types of problems that small businesses experienced it can be seen
that generally the proportions for 2015 and 2017 are broadly in line with each other, with
the largest differences being only one percentage point. However, there are some more
noticeable differences between the types of problems reported in 2013 and those
reported in 2015 and 2017. The largest of these differences is for trading problems, with
24% of all respondents reporting experience of this type of problem in 2013, compared
to 19% in 2015 and 20% in 2017. In fact, respondents in 2013 were significantly more
likely report experience of all problem types except regulation when compared to those
in 2017.
Whilst trading problems remain the most reported type of problem in each year, it can
be deduced from the data that fewer small businesses are experiencing problems in
2017 than in 2013. However, as the proportion of businesses reporting problems are
similar in 2015 and 2017 the data implies that this fall in the number of problems
experienced happened between 2013 and 2015.
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Figure 44: Types of legal problems faced by businesses over time

20%
19%

Trading

24%
Tax

Employees

Regulation

Business premises

Intellectual property

Structure

Debt/Finance

Other problems
2017 (10579)

7%
6%
8%
7%
7%
8%
6%
5%
6%
5%
5%
7%
3%
3%
4%
3%
4%
4%
2%
3%
3%
2%
2%
3%
2015 (10688)

2013 (10535)

Sample bases in parentheses. All respondents. Percentages highlighted in bold indicate a significantly higher
percentage when comparing 2013 and 2017.

This hypothesis is reinforced when we look at the total number of problems reported for
each year, and the proportions that each type constitutes of this total number. As
discussed in section 4, this is a problematic area given the presence of outliers, and the
different methods which can be employed to remove them. Consistent with Table 4 in
the cross-sectional section, Table 19 presents data with outliers removed by calculating
the 99th percentile (see section 4, note 3).
As can be seen, both the total and mean number of problems has fallen when we
compare the 2013 values with those from 2017. Similar to Figure 44, this fall was most
evident between 2013 and 2015 and values have remained relatively stable between
2015 and 2017. The mean of 2.1 in 2017 is replicated in 2015, but this is lower than the
mean of 2.5 in 2013. Also of note is that, despite a lower proportion of small businesses
reporting experience of trading problems since 2013 (see Figure 44), this type of
problem makes up a higher proportion of the overall number of problems experienced
in 2017 than in previous years (51% in 2017 vs. 45% in 2013 and 2015).
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Table 19: Number and percentage of problems in last 12 months
2017 Outliers
removed

2015 Outliers
removed

2013 Outliers
removed

22,621

22,157

26,017

11,606 (51%)

9946 (45%)

11,656 (45%)

Tax

1563 (7%)

3741 (17%)

1846 (7%)

Employees

2303 (10%)

2445 (11%)

2794 (11%)

Business
premises

2002 (9%)

1699 (8%)

2394 (9%)

Finance

84 (0.4%)

107 (0.5%)

137 (1%)

Intellectual
property

1909 (8%)

1474 (7%)

3309 (13%)

Regulation

1589 (7%)

1344 (6%)

1708 (7%)

Structure

761 (3%)

724 (3%)

993 (4%)

Other problems

802 (4%)

676 (3%)

1179 (5%)

Average (Mean)
Number per
business

2.1

2.1

2.5

Total number of
problems
experienced by
sample
Nature of these
problems (% of
total problems)
Trading

Sample base: 2017 = 10579, 2015 = 10688, 2013 = 10535.

9.4 Origin and character of most recent issue over time
Despite the changes in small business’s experience of problems since 2013 – namely
that a smaller percentage of businesses are reporting problems, and that less problems
are being reported overall – the composition of these problems has remained similar.
For example, trading problems have been the greatest component of overall problems
for all three years, whilst debt/finance problems have remained few in number. From this
it can be assumed that the decreasing experience of problems is linked to a wider
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change in business conditions, perhaps an uptick in the economy, rather than due to
anything more specific such as a particular problem type becoming less prominent.
As such, it is to be expected that, when asked about their most recent problem, the
specific type of problem focussed on by small businesses remain very similar for all three
years. ‘Goods or services purchases by your business: Not as described’ consistently
topped the list, whilst other trading problems understandably featured prominently
across all three years. Table 20 summarises the types of problems that small businesses
experienced most recently. Significant differences have been highlighted in the table,
but these are dwarfed by the number of cases where there has been no significant
change.
Table 20: Which of the following best describes the most recent issue that your
business faced? – over time
2017
(4261)

2015
(3873)

2013
(4932)

Trading - Goods or services
purchased by your business
Not as described

12%

11%

13%

Trading - Goods or services
provided to your customers
Unacceptably late or non/partial-payment

12%

12%

11%

Tax - Liability for tax /
amount of tax owed

9%

7%

7%

Trading - Goods or services
purchased by your business
Unacceptably late or non/partial-payment

5%

6%

6%

Trading - Goods or services
provided to your customers
Not as described

3%

4%

3%

Trading - Goods or services
purchased by your business
Late or non-payment

3%

3%

4%

Trading - Goods or services
provided to your customers
Unacceptably late delivery

3%

3%

3%

Tax - Errors in your business
tax return

3%

3%

3%

Trading - Goods or services
provided to your customers
Customer insolvent

3%

N/A

N/A

Employees - Staff
misconduct (including
unauthorised absence and
disciplinary procedures)

2%

2%

2%

Trading - Goods or services
provided to your customers

2%

2%

2%

Type of problem
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Other contract problems or
disputes
Business Premises - RentedRepairs

2%

2%

2%

Intellectual Property Infringement of your
business’ intellectual
property - Copyright

2%

2%

2%

Regulation - Other
government regulation

2%

2%

2%

Trading - Goods or services
purchased by your business
Other contract problems or
disputes

2%

2%

2%

Trading - Payment of
wages/pension

2%

2%

1%

Employees - Dismissal (or
threat of dismissal) of staff

2%

1%

1%

Sample bases in parentheses. Where business has faced an issue in the last 12 months at the time of
survey. Sorted in descending order by percentages reported in 2017. Only responses rounding to 2% or
higher included. Percentages highlighted in bold indicate a significantly higher percentage when
comparing 2013 and 2017. Percentages underlined indicate a significantly higher percentage when
comparing 2015 and 2017.

Small businesses’ feedback on who their most recent problem was with also sees very
little change across the three years. ‘Other businesses’ were consistently the ‘other
party’ in a little under half of cases. The highest reported percentage within this category
was 49% in 2015, which is significantly higher than in 2017.
Small, incremental increases can be seen in the number of cases where employees or
government are deemed to be the ‘other party’, whilst ‘individual members of the public’
has fallen year on year. However, none of these changes are statistically significant.
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Figure 45: Who is/was the problem with? – over time
44%
Other businesses

49%
45%
17%

Individual members of the public

18%
19%
17%

Government

16%
16%
13%

Other

10%
13%
11%

Employees

10%
9%

2017 (4258)

2015 (3873)

2013 (4932)

Sample bases in parentheses. Where business has faced an issue in the last 12 months at the time of survey.
Sorted in descending order by most reported option in 2017. Percentages underlined indicate a significantly
higher percentage when comparing 2015 and 2017.

Earlier in this report we comment on the 2017 data showing that small businesses tend
not to classify their problems as legal problems. Longitudinal analysis is able to confirm
this hypothesis given that, as seen below, small businesses’ classifications of their most
recent problem remains similar across the three years, with ‘legal’ consistently ranking
below ‘bureaucratic’ and ‘bad luck’.
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Figure 46: Which of these best indicates the character of the problem? – over time
31%
29%
29%

Private business matter (i.e. not something to
involve others with)
22%
21%
22%

Bureaucratic
14%
16%
14%

Bad luck

Legal

13%
14%
14%

Moral

12%
16%
14%
5%
5%
5%

Social

Criminal

2017 (4258)

4%
5%
4%

2015 (3873)

2013 (4932)

Sample bases in parentheses. Where business has faced an issue in the last 12 months at the time of survey.
Sorted in descending order by most reported option in 2017. Percentages underlined indicate a significantly
higher percentage when comparing 2015 and 2017.

9.5

Impact of legal problems over time
When looking at the impact of problems on small businesses across the years, there is
a noticeable change in terms of the impact rating of small businesses most recent
problem. The financial impact of problems has also fallen, whilst effects on personnel
have remained similar across all three years

9.5.1

Effect of legal problems on the firm
As can be seen in Figure 47, the average impact rating of small businesses’ most recent
problem has fallen since 2013. Whilst the average rating remained within the ‘moderate
problem’ banding (101-300) for all three years, the 2013 and 2015 averages are
nevertheless noticeably higher when comparing to the 2017 average.
As discussed in the following section, the methods that small businesses use to deal
with their problems have seen little change since 2013, nor has the proportion of
businesses possessing internal legal capacity. It is therefore quite difficult to ascertain
why the average impact rating has fallen. It could be due to a number of factors, such
as a better understanding within businesses about how to tackle problems, an increase
in the quality of service offered by external providers, or a change in the economic
conditions in which small businesses are operating.
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Figure 47: Impact rating of most recent legal problem over time

185

Average
impact
rating

191

192

2017 (4258)

2015 (3873)

2013 (4932)

Sample bases in parentheses. Where business has faced an issue in the last 12 months at the time of survey.

9.5.2

Financial effects of legal problems over time
Table 21 shows the average monetary cost of a single problem, and the estimated cost
to the UK economy, over the three waves of the survey. This is presented with outliers
removed using the same approach as outlined in 5.3. The figures given for the impact
upon the economy are estimates and so should be treated as indicative only, however,
they provide useful insight into the magnitude of the impact of the problems that small
business face and the wider implications of these.
The estimated cost to the economy of legal problems that small businesses have faced
has fallen compared to both 2013 and 2015, even though the total number of small
business has increased. 2015 saw a rise in the estimated total cost to the economy,
compared to 2013. This was, in part, due to the average cost when the problem had a
monetary impact increasing (from £8,270 in 2013 to £8,901 in 2017), but was also
impacted by an increase in the number of small businesses in the economy.
Whilst the average monetary impact of the problem decreased, the proportion who said
that their problem had a monetary consequence rose in 2015 and returned to 2013 levels
in 2017. This pattern emulates the change to the costs to the economy (around £14bn
lower in 2017 compared to 2015 and around £7bn compared to 2013) suggesting that
these figures are driven by both a changing average cost and a varying proportion of
businesses reporting a monetary consequence.

Table 21: Average monetary cost of most recent problem, over time
2017 Outliers
removed

2015 Outliers
Removed

2013 Outliers
removed

Average where
problem had negative
impact

£6936

£8901

£8270

Proportion who reported
a negative impact

47%

51%

45%
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Average for all who
faced problem
Average number of
problems per business
Number of small
businesses
Estimated cost to
economy

£3410

£4709

£3800

2.1

2.1

2.5

5,545,885

5,431,425

4,939,075

£39.7bn

£53.7bn

£46.9bn

9.6 Addressing legal problems over time
When considering how small businesses tackled their most recent problem, there are a
handful of significant differences to report across the three studies. Small businesses
were significantly more likely in 2017 than in 2013 to report that they took no action to
sort their most recent problem (10%, compared to 8%). Conversely, they were
significantly less likely to report that they received help from business friends/colleagues
(11% in 2017, compared to 14% in 2013). Nevertheless, whilst significant, both of these
changes are small.
Additionally, respondents in 2017 were slightly more likely to report that they made use
of an adviser or support service to sort their most recent problem than in 2015 (24% vs.
22%). The 24% in 2017 is also the highest in the three surveys (23% in 2013), perhaps
indicating some improvement in this area.12 These findings compliment those in Table
17 which show that overall usage of professional services is significantly higher in 2017
than in 2015.

12

The summary lines in Figure 48 are net summaries. This means that if, for example, a respondent
selected both of the options referring to an adviser/representative/support service it would only be
counted once. As such, the adviser summary is not simply a summing of both adviser options (which
would produce a figure of 26% in 2017).
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Figure 48: Which of these descriptions best indicate how your business went about
sorting your most recent problem over time

50%
52%
53%

Entirely on its own
17%
15%
16%

With help from an independent
adviser/representative/support service

9%
10%
11%

With help from outside business
friends/colleagues

9%
8%
8%

An independent
adviser/representative/support service sorted
out the problem (or are sorting it out)
With help from family members

Outside business friends/colleagues sorted
out the problem (or are sorting it out)
Family members sorted out the problem (or
are sorting it out)

3%
6%
N/A
3%
3%
3%

2017

1%
1%
N/A

2015
2013

24%
22%
23%

Summary: Adviser/representative/support
service

Summary: Business friends/ colleagues

Summary: Family members

No action

11%
12%
14%
5%
7%
N/A

10%
9%
8%

Sample bases in parentheses. Where business has faced an issue in the last 12 months at the time of survey.
Percentages highlighted in bold indicate a significantly higher percentage when comparing 2013 and 2017.
Percentages underlined indicate a significantly higher percentage when comparing 2015 and 2017. Family
members were not asked about in 2013.
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In terms of small businesses who sought help to deal with a problem, there are some
interesting differences in how they go about choosing their main provider. This question
was only asked in the 2015 and 2017 surveys. In 2015, 26% of small businesses who
sought help to deal with a problem answered that they did not know the most important
factor in making their choice of main provider. In 2017 there was much less uncertainty
(6%), with reputation, whether the business has used them previously, and being a
specialist in the area of law seeing significant increases. It is difficult to draw conclusions
from this change, since giving a ‘don’t know’ answer can mean many things, ranging
from genuine to uncertainty to a simple lack of opinion. Since we cannot know exactly
why respondents answer ‘don’t know’, explaining a move away from this response is
simply supposition.
Table 22: Which was the most important factor in making your choice of main
provider? – over time
Factor

2017 (1407)

2015 (3873)

Their reputation

26%

21%

Whether you have used
them previously

26%

15%

Specialist in the area of
law

20%

11%

Cost of advice

18%

15%

They were recommended
to me by friends or family

10%

7%

Convenience of where
they are located

8%

9%

They were family/friends
believed to have relevant
legal/managerial/business
expertise

8%

5%

Speed of delivery

7%

10%

They were recommended
to me by my trade body

7%

4%

They were recommended
to me by my accountant

7%

5%

Distance from where you
live

4%

5%

Quality mark

3%

4%

Gender of the adviser

2%

0%

Don’t know

6%

26%

Sample bases in parentheses. Where business received help to deal with issue in the last 12 months at the time
of survey. Sorted in descending order by reported percentages in 2017. Only responses rounding to 2% or higher
included. Percentages underlined indicate a significantly higher percentage compared to the other year. Question
not asked in 2013. Multiple responses were allowed at this question.

92

Longitudinal analysis: 2013, 2015 & 2017

9.7 Outcome of the most recent problem over time
For small businesses that experienced a problem within the last 12 months at the time
of the survey, there has been a significant increase in the percentage of those reporting
that none of the prompted legal events took place. This is detailed in Table 23. Whilst
there are a handful of small but significant decreases for specific legal events, the larger
picture is that there has been a general, but not necessarily significant, decline in the
percentages across the board, which have all contributed to the significant increase in
the percentage of those answering ‘None of these’. As such, this indicates that small
businesses increasingly attempt to resolve their problems via informal means.
Table 23: Did any of the following happen as part of the problem or sorting the
problem out? – over time
Legal mechanism

2017 (4258)

2015 (3873)

2013 (4932)

Online dispute resolution
e.g. Ebay or something
similar

5%

6%

6%

Your business was
contacted by a lawyer or
formal agent (e.g. debt
collection agency) of the
other side

4%

6%

5%

Conciliation, mediation or
arbitration took place

4%

6%

5%

Legal proceedings
commenced/a court
became involved

3%

4%

3%

A regulator or
ombudsman became
involved

2%

2%

3%

A formal appeals service
became involved

1%

2%

2%

Tribunal proceedings
commenced/a tribunal
became involved

1%

1%

1%

There was a court hearing

1%

2%

2%

The police became
involved

1%

2%

2%

There was a tribunal
hearing

1%

1%

1%

None of these

79%

75%

76%

Sample bases in parentheses. Where business faced an issue in the last 12 months at the time of survey.
Sorted in descending order by reported percentages in 2017. Percentages highlighted in bold indicate a
significantly higher percentage when comparing 2013 and 2017. Percentages underlined indicate a
significantly higher percentage when comparing 2015 and 2017.
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This conclusion is bolstered when considering Figure 49. The first point of note is that
the number of actual cases where a court hearing took place to resolve a problem has
fallen year on year (76 in 2013, 56 in 2015, 45 in 2017). On top of this, the number of
cases where a lawyer appeared on behalf of the businesses seeking to resolve their
problem has also fallen. At least in terms of their most recent problem, these numbers
serve to enforce the supposition that small businesses experiencing problems are
becoming even more likely to avoid formal legal mechanisms on the path to getting their
problems resolved.
Figure 49: Cases where a lawyer appeared on behalf of business at any court hearing
over time

2017 (45)

2015 (56)

2013 (76)

19

25

31

Sample bases in parentheses. Where there was a court hearing. Due to low sample bases reported figures are
individual cases rather than percentages

Despite the reduction in the number of cases where there was a court hearing, it does
not seem that this has had a negative effect on the outcome of problems for the
business. Whilst the proportion of businesses reporting that their most recent problem
concluded completely or mostly in their favour has fallen slightly, these falls are not
statistically significant. Also of note is the increase in the proportion of small businesses
who do not know how the disagreement concluded (7% in 2013, 8% in 2015, 11% in
2017). The survey does not provide insight into why this proportion has increased; it
could either be due to less clear outcomes for businesses, less cases having been fully
resolved or a lack of awareness within the businesses as to how the situation has been
resolved.
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Table 24: To what extent would you say the disagreement concluded in your
business’s favour? – over time
Legal mechanism

2017 (2718)

2015 (2366)

2013 (2993)

Completely in your favour

45%

41%

46%

Mostly in your favour

28%

33%

29%

Summary:
Completely/Mostly in
favour

73%

74%

76%

Mostly not in your favour

8%

8%

8%

Not at all in your favour

9%

10%

9%

Don’t know

11%

8%

7%

Sample bases in parentheses. Where the business’s most recent problem was over/most likely over.
Percentages underlined indicate a significantly higher percentage when comparing 2015 and 2017.

9.8 Attitudes to risk, law and legal services over time
Of the seven statements which respondents were presented with, three have been
singled out below in order to discuss their significant differences over time. These are
detailed in Table 25. The remaining four statements showed no differences of note over
the three years.
Firstly is the statement ‘Law and regulation provide a fair environment for business to
succeed’. 44% agreed with this statement in 2017, which is significantly higher than the
30% who agreed in 2013. It is clear that this increase took place between 2013 and
2015, and that perceptions in this area have remained fairly similar since then. Despite
this, still less than half of small businesses agree with this statement. ‘Don’t know’
responses have increased since 2013 and are significantly more likely to be given in
2017 than in 2013 (6% vs 12%), yet since these are moving in the same direction as
those agreeing, it is unlikely that there is a link here.
Second is the statement ‘Lawyers provide a cost effective means to resolve legal issues’.
12% of respondents agreed with this statement in 2013, which then rose to 14% in 2015
and fell back to 11% in 2017. The 14% in agreement in 2015 is a small but significantly
higher proportion than in 2017 (11%). Again, ‘don’t know’ responses are significantly
more likely in 2017 than in 2013, but this increase is not clearly linked to a fall in other
responses.
Finally, we come to the statement ‘I use a legal services provider to solve business
problems as a last resort’. This statement was not presented to respondents in 2013,
but there is a small but statistically significant difference of note between the 2015 and
2017 data. When examining the percentages of small businesses who disagreed with
this statement (note that the previous two figures have shown those who agreed), it can
be seen that the result for 2015 is 2% higher than that seen in 2017. This difference is
significant. Don’t know responses remained similar across the two years and so likely
did not drive any change.
This could indicate that small businesses facing problems are now more likely to
consciously approach a legal service provider, rather than simply do so because they
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have exhausted all other options. This conclusion is supported when considering that
the proportion of small businesses that choose to tackle their issues on their own is
falling, whilst the number of those seeking help is rising, albeit by small amounts. (Figure
48).
Table 25: Attitudes to law over time
2017 (10579)

2015 (10688)

2013 (10535)

Law and regulation provide a fair environment for business to succeed
Summary Agree

44%

45%

30%

Neither agree nor
disagree

32%

32%

42%

Summary Disagree

12%

14%

22%

Don’t know

12%

9%

6%

Lawyers provide a cost effective means to resolve legal issues
Summary Agree

11%

14%

12%

Neither agree nor
disagree

28%

29%

36%

Summary Disagree

49%

47%

45%

Don’t know

12%

10%

7%

I use a legal services provider to solve business problems as a last resort
Summary Agree

49%

50%

N/A

Neither agree nor
disagree

22%

22%

N/A

Summary Disagree

12%

14%

N/A

Don’t know

16%

15%

N/A

Sample bases in parentheses. All respondents. Percentages highlighted in bold highlight a significantly
higher percentage when comparing 2013 and 2017. Percentages underlined indicate a significantly higher
percentage when comparing 2015 and 2017
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10 Panel analysis, 2013 to 2017
10.1 Background
As mentioned at the beginning of this report, a key facet of the 2017 analysis is the
longitudinal examination of those businesses that participated in all three years – the
‘panel’ sample. YouGov, the survey panel provider, identified respondents who had
completed the survey across all three years using unique reference numbers. This
produced a panel sample of 1118, or 11% of the 2017 sample.
This panel enables us to identify changes in behaviour and allows us the opportunity to
monitor real changes over time within this group of specific businesses.
Before examining the analysis in this section it is important to note that the panel sample
is not representative of all small businesses in the UK. The data simply represents those
who participated in all three years. Therefore the data is not weighted and
generalisations about all small businesses cannot be made from this data.
Secondly, this survey was not specifically designed for longitudinal purposes and is
structured as a person-level sample. This means that the panel sample comprises
individuals who were willing to participate across all waves, rather than specific
businesses. Therefore, it cannot be guaranteed that the individual responding to the
survey represents the same small business across all three years. It is possible that they
may have changed role during the period under consideration, either within the same
firm or between different firms.
It is also worth noting that there is some movement in the panel data in terms of business
sector. This is a measure which we would expect to remain consistent across all three
waves for the vast majority of small businesses. Although it is possible that some
businesses may have changed the main sector that they operate in, we would expect
that this is only in a small number of cases. Of the 1,118 panellists who completed the
survey in all three years, 588 (50%) of them have had a change in sector classification.
That being said, self classification of business sector is notoriously difficult in selfcompletion surveys, with businesses often using differing terminology to describe the
main sector that they work in and some businesses operating across multiple sectors.
For example, an organisation providing IT security and network solutions for businesses
could legitimately classify themselves as working in the IT industry, in consultancy
services, in transport and communications or in other business services. As such, there
are legitimate instances where a respondent may have entered different sectors across
the three years, as their business doesn’t strongly associate with one sector. Without a
quality check being built in to the survey it is a difficult variable to measure consistency
by.

10.2 Key characteristics of panel sample
Table 26 shows the key characteristics of the panel sample. As is to be expected, these
characteristics remain similar across all three years.
The fact that business size and turnover proportions have remained relatively constant
suggests that the majority of the panel sample has not considerably grown, or shrunk in
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economic terms since 2013. There is, however, a significant increase in the proportion
of these businesses that expect to make a profit in the current year which could be due
to either improved economic circumstances since 2013, or the fact that businesses
generally tend to become more economically sound the longer they have been operating
(and surviving).
Table 26: Panel sample characteristics, unweighted.
2017

2015

2013

1 worker

58%

54%

55%

2-9 workers

31%

34%

34%

10-49 workers

11%

12%

12%

Yes, limited a lot

3%

4%

3%

Yes, limited a little

21%

18%

21%

No

76%

78%

76%

Less than £50k

1%

2%

3%

£50-100k

12%

13%

14%

£100-250k

9%

10%

9%

£250-500k

6%

6%

7%

£500k-£1m

4%

4%

4%

£1m+

8%

7%

7%

Yes

77%

73%

71%

No

10%

12%

15%

Don’t know

13%

14%

14%

Business Size

Disability

Expected turnover in current year

Expect to make a profit in current year

Sample bases in parentheses. All respondents. Percentages highlighted in bold highlight a significantly
higher percentage when comparing 2013 and 2017. Percentages underlined indicate a significantly higher
percentage when comparing 2015 and 2017
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10.3 Panel sample legal capacity and legal problems
The data shows that the presence of legal capacity amongst the panel sample is
relatively unchanged. There are no significant differences to report across the years,
with the panel sample consistently being around twice as likely to have external legal
capacity as internal legal capacity. Having said this, the vast majority of the panel sample
has no internal legal capacity across all three years, suggesting that there has been little
to drive the desire or need for such capacity since 2013.
Figure 50: Panel Sample: Legal capacity

87%
No legal capacity

85%
85%
5%

Internal legal capacity

6%
5%
9%

Any external legal capacity (legal or
HR/employment retainer)

11%
10%
2017

2015

2013

Sample base: All respondents. 1118.

Overall, the panel sample is now significantly less likely to report use of any business
support service than they were in 2013, although they are slightly more likely to use a
service in 2017 than they were in 2015. Use of accountants is a particular area of note,
usage of which has fallen year on year from 63% in 2013 down to 44% in 2017. Usage
in 2017 is significantly lower than in 2013 but it remains the most used service.
In fact, when compared across all three years13, usage of all services has decreased
year on year, with most decreases being statistically significant. Whilst with the
longitudinal analysis it is difficult to determine why these changes took place at an overall
level, given that we know the panel sample has remained constant, some additional
suppositions can be made.
The formative years of a small business are critical to its success, and so it may be the
case that younger businesses were more likely to use a business support service early
on to improve their chances of survival. Four years on, these businesses may now be

13

Due to changes in the questionnaire, extra options were added for this question for the 2017
survey. For sake of consistency these new options have been left in. It is likely that adding these new
options has affected the proportion of respondents answering ‘other business support service’, as can
be seen in the comparatively high 12% in 2013.
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more secure and more knowledgeable on business matters and therefore require less
support. Another possible reason why usage of support services has fallen amongst the
panel sample could be down to wider economic conditions – 2013 and 2012 experienced
some quarters of contracting GDP as well as low business confidence14, while conditions
are now seen to be more favourable for businesses.
Table 27: Panel Sample: Use of business support services
Service used in last 12
months

2017

2015

2013

Accountant

44%

48%

63%

An insurance service

16%

N/A

N/A

Solicitors’ firm

12%

13%

20%

A government advice
website or service

11%

N/A

N/A

Membership or trade body
service (e.g. FSB)

9%

N/A

N/A

Financial adviser

7%

9%

19%

Tax adviser

3%

7%

22%

A business advisor in
your bank.

3%

N/A

N/A

A legal helpline (e.g.
Business Support
Helpline)

3%

3%

6%

HR/Employment service
(includes outsourcing)

3%

4%

6%

Other business support
service

2%

2%

12%

Online document provider

2%

N/A

N/A

Debt collection/recovery
service

2%

3%

5%

A Business Consultant/
consultancy service

2%

N/A

N/A

Summary: Any

61%

59%

72%

None of these

39%

41%

28%

Sorted in descending order by column B (2017). Only responses rounding to 2% or higher included. All
respondents. Percentages highlighted in bold indicate a significantly higher percentage when comparing
2013 and 2017. Percentages underlined indicate a significantly higher percentage when comparing 2015
and 2017

Such as seen in the OECD’s Business Confidence Index: https://data.oecd.org/leadind/businessconfidence-index-bci.htm
14
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Additionally, the proportion of the panel sample who have experienced a problem in the
12 months preceding each survey has fallen since 2013. This fall was consistent,
meaning that unlike the longitudinal analysis where the data fluctuates somewhat (see
9.3, Table 19), the 26% in 2017 is a three year low. The panel sample was significantly
more likely to report experience of a problem in 2013 than in 2017.
Figure 51: Panel Sample: Experience any problem in the past 12 months

26%

Experienced a
problem
in last 12 months

31%

34%

2017

2015

2013

Sample base: All respondents. 1118. Percentages highlighted in bold indicate a significantly higher percentage
when comparing 2013 and 2017. Percentages underlined indicate a significantly higher percentage when
comparing 2015 and 2017.

Furthermore, the panel have seen a reduction in the number of problems that they have
faced, with the 1709 problems faced by the panel in 2017 being lower than in both 2013
and 2015.15
Also of note is that the average number of problems is higher for all three years in the
panel data than for the longitudinal data (see Table 19). One suggested reason for this,
and perhaps a problem with an unrepresentative panel, is that given that the survey is
based around legal problems facing small businesses, businesses that experience
problems may have been more likely to participate in all three surveys as it was more
pertinent to them than those who experience no or few problems.

15

Consistent with the rest of this report, outliers were removed for this table by calculating the 99 th
percentile. See Table 4 and accompanying commentary for method and reasoning.
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Table 28: Panel Sample: Experience of problems during the past 12 months
2017

2015

2013

1709

2260

2275

834 (49%)

1186 (52%)

1489 (65%)

71 (4%)

97 (4%)

97 (4%)

Employees

189 (11%)

296 (13%)

198 (9%)

Business
premises

138 (8%)

177 (8%)

155 (7%)

Finance

1 (0.06%)

13 (1%)

5 (0.2%)

Intellectual
property

194 (11%)

205 (9%)

133 (6%)

Regulation

210 (12%)

168 (7%)

130 (6%)

Structure

43 (3%)

81 (4%)

46 (2%)

Other problems

29 (2%)

37 (2%)

22 (1%)

Average (Mean)
Number per
business

1.5

2.0

2.0

Total number of
problems
experienced by
panel sample
Nature of these
problems (% of
total problems)
Trading
Tax

Sample base: all respondents. 1118
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10.4 Panel sample impact of legal problems
Details of the most recent problem that panellists discussed each year are detailed in
Table 29. Unsurprisingly considering other conclusions of this report, loss of income
was the most commonly reported outcome across all three years. There are some
small changes across the years for the consequences of the most recent problems
faced by panellists, most notably the fall in the proportion who said ‘none of these’, but
none of these are statistically significant.
Table 29: Panel sample: Consequences of most recent problem
2017 (293)

2015 (344)

2013 (383)

Loss of income

23%

23%

19%

Additional costs (e.g.
increased insurance
costs)

8%

8%

10%

Loss of
customer/contract

6%

7%

5%

Inability to complete
scheduled work

6%

8%

7%

Damage to
relationship with
another business

6%

4%

4%

Inability to take on
new work

5%

5%

4%

Damage to reputation

5%

7%

8%

Change in
ownership/structure of
the business

3%

2%

1%

Loss of employees
(other than through
dismissal/redundancy)

2%

1%

1%

Damage to property

1%

2%

2%

Had to cease trading

0%

1%

0%

None of these

54%

52%

59%

Sample bases in parentheses. Where business has faced an issue in last 12 months

Also of interest is the increase in the average impact rating of the most recent problem
that can be seen amongst panellists. This is in contrast to what we saw in the
longitudinal analysis.16
Whilst all three averages remain within the ‘moderate problem’ banding, and whilst
there appears to be little pattern (a low of 171 in 2015 and a high of 183 in 2017), the

16

The longitudinal data showed a continued decrease in impact rating. See Figure 47.

103

Small business legal needs
average impact rating is higher in 2017 than it was in 2013. Once again, this disparity
between the panel and longitudinal may be explained by an increased likelihood of
those with problems, and in this case, problems with a substantial impact, to take the
survey.
Figure 52: Panel sample: Average impact rating of most recent problem

183

Average
impact
rating

171

177

2017 (293)

2015 (344)

2013 (383)

Sample bases in parentheses. Where business has faced an issue in the last 12 months.

Table 30 shows the financial impact of the most recent problem for panellists and how
this has changed across the three years. It is worth noting here that as less than half of
panellists said their most recent problem had a monetary impact these figures are
derived from relatively small base sizes and therefore the averages are more volatile
and more greatly affected by outliers. However, there is a noticeable decrease in the
average cost, where the problem had a monetary impact, of the most recent problems
faced by panellists since 2013. The figure for 2017 has increased since 2015, but is still
less than half that seen in 2013.
However, when you take into account those panellists who had a problem, but where
that problem did not have a monetary impact the average cost of the most recent
problems are more consistent across the three years. In fact, the figure for 2017 is
actually higher than in 2013. This is driven by the higher proportion in 2017 who said
that their most recent problem had a monetary consequence (46%, compared to 41% in
2013).
Also worth noting here is the median cost of the most recent problem. This is based on
only those who said the problem had a monetary impact. The median value for 2017 is
£2,250, compared to £1,500 in 2015 and £1,250 in 2013. This shows that whilst the
presence of ‘extreme’ values (i.e. a few really high values) has decreased over time, the
impact has increased for the majority of the rest of the panellists who experienced a
monetary impact.
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Table 30: Panel sample: Financial impact of most recent problem
2017

2015

2013

£13,245

£8671

£28,097

46%

48%

41%

Average for all who
faced problem

£6911

£5439

£6395

Median for all who
reported a negative
impact

£2250

£1500

£1250

Average where
problem had
negative impact
Proportion who
reported a negative
impact

10.5 Panel sample addressing legal problems
The way in which panellists dealt with their most recent problem has remained fairly
consistent over time. Although there are some small fluctuations in the proportion who
dealt with the problem entirely on their own and those who sought help from business
friends/colleagues or advisers none of these changes are statistically significant.
Table 31: Panel Sample: Which of these descriptions best indicate how your business
went about sorting your most recent problem
2017 (293)

2015 (344)

2013 (383)

No action

7%

8%

7%

Entirely on its own

54%

47%

57%

9%

12%

11%

2%

4%

0%

34%

40%

36%

Summary: Business friends/
colleagues
Summary: Family members
Summary: Help from business
friends/colleagues and/or the
help of an
adviser/representative/support
service

As shown in Table 32, amongst those in the panel sample who experienced a problem
in the respective years, there has been a decreasing level of engagement with legal
mechanisms to resolve the problem. The proportion of businesses reporting none of the
prompted options fell slightly between 2013 and 2015 (79% to 77%) but then increased
significantly to 84% in 2017. ‘Online dispute resolution’ remains the most reported legal
event across the three years, which is not generally considered to be a formal legal
process. In line with conclusions elsewhere in this report, this is suggestive of an
increased tendency to resolve problems via informal means.
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Table 32: Panel Sample: Did any of the following happen as part of the problem or
sorting the problem out?
Legal mechanism

2017 (293)

2015 (344)

2013 (383)

Online dispute resolution
e.g. Ebay or something
similar

5%

4%

6%

Your business was
contacted by a lawyer or
formal agent (e.g. debt
collection agency) of the
other side

3%

5%

6%

Legal proceedings
commenced/a court
became involved

3%

4%

4%

Conciliation, mediation or
arbitration took place

2%

6%

4%

There was a court hearing

2%

1%

2%

A regulator or
ombudsman became
involved

1%

3%

1%

A formal appeals service
became involved

1%

2%

1%

The police became
involved

0%

1%

1%

Tribunal proceedings
commenced/a tribunal
became involved

0%

1%

1%

There was a tribunal
hearing

0%

1%

0%

None of these

84%

77%

79%

Sample bases in parentheses. Where business has faced an issue in the last 12 months. Sorted in
descending order by column B (2017). Percentages underlined indicate a significantly higher percentage
when comparing 2015 and 2017

10.6 Panel sample attitudes to law
Only two statements about attitudes to law were presented to respondents in 2013,
which does somewhat limit the capability of both longitudinal and panel analysis. We
can of course examine the 2015 and 2017 data for the remaining questions, and this
explains the presence of N/A in some cells in Table 33.
Looking first at those statements presented to businesses for all three years, there was
a significant increase between 2013 and 2015 in the proportion of the panel sample that
agreed that law and regulation provide a fair environment for business to succeed (29%
to 44%) which then dipped only slightly in 2017 to 42%. This large increase may be
reflective of improved economic conditions since 2013 or a greater capacity to handle
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business problems as a result of longer trading experience. It is unlikely to be related to
the number of problems faced by the sample panel because, as seen in Table 28, this
is relatively unchanged between 2013 and 2015 and therefore does not match up with
the increase in the level of agreement between these years.
As is to be expected considering prior findings relating to the use of legal services, the
panel sample have become more likely to disagree that they feel the need to take legal
advice more often than they did two years ago (62% in 2015 vs. 67% in 2017).
For some of these statements there has been quite a noticeable, although not
significant, increase in the level of uncertainty over the years, with the proportion of ‘don’t
know’ answers increasing for most statements which may explain decreases elsewhere.
For example, between 2015 and 2017 there was a 4% fall in the proportion of businesses
that agreed that they use a legal services provider as a last resort (54% to 50%) yet this
was accompanied by a 4% increase in those answering ‘don’t know’ (11% to 15%). This
could be viewed in two ways. Firstly, it is perhaps not advisable to draw categorical
conclusions for these statements, as percentage changes may well simply be due to a
lack of opinion. On the other hand, the increase in ‘don’t knows’ may instead reflect an
increasing uncertainty amongst the panel sample when it comes to legal issues.
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Table 33: Panel sample attitudes to law
2017

2015

2013

Law and regulation provide a fair environment for business to succeed
42%

44%

29%

33%

33%

42%

Summary Disagree

13%

15%

24%

Don’t know

12%

8%

5%

Summary Agree
Neither
agree
disagree

nor

Lawyers provide a cost effective means to resolve legal issues
Summary Agree

11%

13%

10%

28%

29%

34%

Summary Disagree

48%

49%

49%

Don’t know

12%

9%

7%

Neither
agree
disagree

nor

I use a legal services provider to solve business problems as a last resort
Summary Agree

50%

54%

N/A

22%

20%

N/A

Summary Disagree

13%

14%

N/A

Don’t know

15%

11%

N/A

Neither
agree
disagree

nor

I feel the need to take legal advice more often than I did two years ago (or when the
business first started trading, if less than two years ago)
Summary Agree

5%

7%

N/A

19%

22%

N/A

Summary Disagree

67%

62%

N/A

Don’t know

9%

9%

N/A

Neither
agree
disagree

nor

Percentages highlighted in bold highlight a significantly higher percentage when comparing 2013 and 2017.
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