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How the LSA came about

Competition
Clementi In
Review 2004 professions
2001
Putting

consumers
first 2006

Legal Services Act 2007 (LSA)
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No need to change?
The sector has grown

Sources: ONS, LSC, LMa.) SLAB,
NILSC, NILSAJK WIDE
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Use of lawyers limited for individuals

Source: Legal Services
Benchmarking Survey 201

POTENTIAL WHOLE MARKET

49% of the Adult

population

experience a legal
problem over a 3

year period.

Problem

LATENT DEMAND

12.9%

83.1%

g Take action i

MARKET DEMAND

Sources of Advice

4.0%

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




Why people don't choose lawyers
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Source: Consumer use of Legal Serviopsimisa 2
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Why are there unserved consumers?

Afour findings indicate that use
fundamentally driven by whether or not people characterise
probl ems as .b.e To thegextdntlchargctersadion

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

questionsaroundt he accur acy otbengfgaopl e

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

services marketo

SourceHorses for courses? Pascoe Pleasence, Nigel J Batlisn@ReimersLSB 201 LSB emphasis
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Regulatory structure 2010 onwards

Key

represe ntative body

regulatory body

regulatory body (not active)

profession

Chartered
Institute of
Legal
Executives

/ BOfHD

ISB

Legal Ombudsma

LEGAL SERVICES

CILEX
Regulation

Chartered
Institute of
Trademark
Attorneys

— &
AN

Intellectual Property
Regulation Board

r

Legal
Executives

The Law
Society
Bar Couneil
Solicitors
Regulation Etar?:;rds
Authori
ty Board
L J
Solicitors
ABS
1r
Barristers
ABS
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Trade Mark
Attorneys

ACCA ICAEW
ABS
Chartered
Institute of 1 Master of
Patent . t“:j
Attomeys Council for aculues
Licensed
Conveyancers
Association
of Costs
Lawyers
Costs
Lawyer
Standards
Board
L 4 L 3 ¥
Patent Licensed MNotaries
Attomeys Conveyancers l
ABS J Charterad
Costs Accountants
Lawyers
10




Legal duty to promote the regulatory
objectives

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

Protecting and promoting the interests of consumers

Promoting competition in the provision of services

R T o A

Encouraging an independent, strong, diverse and effective
legal profession

7. l ncreasing public understandi nq
duties

8. Promoting and maintaining adherence to the professional
principles

Source: LSA 2007
Legal Services Board 11
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enabled regulatory change

act

Market segments

Reserved Activities by
Profession

1.Right to conduct litigation

2. Right of audience in the
courts

3. Probate services

4. Reserved Instrument
Activities

5. Notarial services

6. Acting as a commissioner
for oaths

Nature of regulation

Individual regulation
Entity regulation
ABS licensing

Legal Services Board
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Statutory titles

Protected Unprotected

Solicitor Notary

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

Legal Adviser
Attorney
Advocate

Legal Services Board 13



Non Lawyer ownership: What is an
ABS?

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

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

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

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

Source: Law Society

Legal Services Board 15



The ABS SU|tab|||ty teSt Source: SRA Handbook

You must:

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

act with integrity;

not allow your independence to be compromised,;

act in the best interests of each client;

provide a proper standard of service to your clients;

behave in a way that maintains the trust the public places in you and

In the provision of legal services;

comply with your legal and regulatory obligations and deal with your

regulators and ombudsmen in an open, timely and co-operative

manner;

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

9. run your business or carry out your role in the business in a way that
encourages equality of opportunity and respect for diversity; and

10. protect client money and assets.

Legal Services Board
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o Non-lawyer
ABS - aims ownership and
management of
law firms
Increased scale

o through less

reliance on debt

capital and better
access to external

investment

New ideas about how to
deliver legal services,

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

Legal Services Board SourceEvaluation: ABS and investment in legal services 17
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Growth of ABS

W SRA

OCLC
ICAEW
IPREG (estimates)
BSB

Licence ceased/revoked

108
October 2018 - 1,244 ABS licences active A
103

96 54 A
50 49
85 47
77 43 250 }X
42 234
67 |41

223
60 | 40

October 2016 - 840 ABS licences active

79

220
5 |36

October 2014 - 373 ABS licences active

33

71

214
32 |36

205
195
42 L35 175
33 164
38 155
25 134

110

69

67

64

63

62

60

55

54

2017:

19% are new
firms

37% did not
offer legal
services
before
getting their
ABS licence
23% provide
other
services
68% have
less than 50
employees
17% are
wholly
owned by
non-lawyers

Legal Services Board SourceEvaluation: ABS and investment in leggtvices, 2016 LSB ABS survey n =1204



ABS and investment

The main source of investment

66% of ABS have invested funding is profits
Profits
or plan to do so e 49%
Areas of investment: Bank loans
Hiring more staff T 29%
. s Overdrafs
. i — 27%
Increased marketing Existi : .
0 xisting owner's capital
] 63% o 23%
IT for practice management New owner's capital
/| 49% ] 19%
IT for customers ISUbSidiary 5%
34% °
_ _ ° Shares/Stock flotation
Purchasing a new business i 3%
- 28% Private Investment
I 3%

SourceEvaluation: ABS and investment in leggivices
2017 Bought by a PLC

. 2%
Legal Services Board 19




Investment in the UK legal sector over time
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| evels of iInnovation over time

Service

26%

New to the market services

Delivery

7%

New to the market delivery

Strategic

Management

Organisational

Marketing

22%

5%

11%

15%

16%

30%

No significant increases in
innovative activity between 2015 and 2018

e Service

 New to market services
» New to market delivery
e Management

e Delivery

» Strategic

e Organisational
» Marketing

Across all sectors, UK wide the proportion of
innovation active businesses has fallen slightly

SourceTechnology and Innovation in Legal ServRes3, LSB

Legal Services Board
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ABS and innovation

SourceTechnology and Innovation in Legal ServRes3, LSB
Legal Services Board
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