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Executive Summary

Recession and structural changes to the market for legal services are combining
to createaturbulentenvi ronment for the solici
had a significant impact on demand for legal services. Changing fee structures,
increased competition, changes to ownership rules and the introduction of new
technologies are providing challenges and disruption to traditional forms of
practice. Then there are changes to legal aid, which will soon lead to a substantial
reduction in legal aid payments to the profession. This presents a particular
challenge for traditional legal aid practice.

Intr oduction to the survey

This report sets out the findings o
the Law Society, Legal Services Board and Ministry of Justice to provide a
benchmark of the profession at a time of significant regulatory and legal aid

policy changes.
The survey was conducted by TNS-BMRB, and achieved a sample of 2,007
s o | i cfirmis@dross’ England and Wales, ranging from sole practitioners to

large corporate firms. Fieldwork was conducted in April and May 2012. To enable
a broader range of analyses and fill gaps in the data, the survey data was
supplemented by administrative dat a
and legal aid related data from the Legal Services Commission.

Findings (current practice)

Looking at areas of work accounting for at least 10% of revenue, the most
common area of work across firms was residential property, followed by
probate/estate administration, family/matrimonial, commercial property, wills,
trusts and tax planning, crime, and commercial/corporate.

27% of firms reported that they conducted at least 90% of their work in a
single categaryowf pwac ki hg gréat nfajoritymosfiyms
drew at least half of their clients from their own region. 31% of sample firms
undertook legal aid work in 2010/11. Over half of these firms reported that 50%
or more of their clients were legally aided. Just over half of firms undertaking
legal aid work reported that they did civil legal aid work, and 49% reported doing
criminal legal aid work. Just over a quarter indicated that they undertook both
civil and criminal legal aid.

64% of firms engaged in media advertising and 87% of firms outsourced
one or more activities (mostly IT support (44%) and finance (35%)).

58% of firms had faced problems with costs, financing, regulations, legal
aid changes or competition over the preceding 12 months. Single solicitor firms
and large firms were less likely to report problems than other firms.

Statistical modelling indicated that firms in the South, North, Midlands and
Wales had lower monetary turnover per fee earner (defined as turnover divided
by number of fee earners) than those in London. New, female majority partner
and BAME majority partner firms had lower income per fee earner than others, as
did firms doing 50% or more work in crime or immigration. The opposite was
true of firms doing 50% or more work in personal injury. These firms were more
productive using this measure. Firms with a minority of local clients had higher
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turnover per fee earner than others, as did firms with more repeat clients and
more clients per fee earner. Also, advertising and outsourcing IT was associated
with higher turnover per fee earner.

Findings (recent change)

32% of firms that were in existence in both 2007/8 and 2010/11 reported an
increase in monetary turnover during the period, while 41% reported a decrease
in turnover. 19% reported that their turnover had increased by more than 10%
during the period, while 29% reported a decrease of 10% or more. Medium sized
and large firms more often reported increases in turnover, with single solicitor
firms least likely to do so. Statistical modelling indicated that where 75% or more
of clients were repeat clients, firms were more likely to report a decrease in
turnover of 10% or more. Firms with 25% or more of their work in property or
crime were also more likely than other firms to report a decrease in turnover of
10% or more. Firms with 25% or more of their work in wills were significantly
less likely than other firms to report an increase in turnover of over 10%. In
contrast, firms undertaking commercial and personal injury work appeared to
have fared best overall. Media advertising was associated with an increase in
turnover of over 10%.

8% of firms that were in existence in both 2007/8 and 2010/11 had since
moved into one or more new areas of work, while 9% reported moving out of one
or more areas of work. Single solicitor firms were less likely to move into or out
of areas of practice, as were firms undertaking more than 90% of their work in
one work area. Conversely, firms undertaking legal aid were more likely to have
withdrawn from one or more areas of practice. Firms that undertook media
advertising were more likely to report moving into new areas of work, as were
firms that engaged in outsourcing. Firms that reported problems concerning
competition with other firms were more likely to have withdrawn from an area of
practice, as were firms that reported problems with the costs of premises or staff
or changes in legal aid.

New firms were significantly smaller than established firms, but their
work profile was similar to that of established firms. However, fewer new firms
engaged in common areas of work such as residential property, probate, family
and crime work. Conversely, they were more likely to do immigration work. New
firms were significantly less likely than more established firms to undertake legal
aid work (although this may be because some new firms had not had an
opportunity to bid for legal aid work). New firms were also slightly more likely to
have made use of media advertising. They were also more likely to outsource,
even though small firms were generally associated with low rates of outsourcing.

Findings (future intentions)
31% of current legal aid firms! were considering withdrawing from one or more
areas of legal aid work in the next 3 years. This was most significant in the case of
firms undertaking family legal aid.

Of those firms intending to withdraw from legal aid work, almost one-
third indicated they had already started to do so. Again, this was most notable in

LFor reference, according to the Legal -2812 AnhiuacRemort &fd mmi ssi on’

Accounts, there are 1,976 civil contract holders operating out of 2,988 offices and 1,640 crime
contract holders operating out of 2,309 offices.
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the case of (particularly private) family legal aid. The lower the proportion of
legal aid clients within a firm, the higher the likelihood it was considering
withdrawing from legal aid. Firms undertaking civil legal aid were more likely
than those undertaking criminal legal aid to be considering withdrawing from

legal aid.
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Introduction

This report sets out the findings of asurveyof sol i ci t or s’ firms
the Law Society, Legal Services Board and Ministry of Justice in the spring of 2012
to provide a benchmark of the profession at a time of significant regulatory and
legal aid policy changes.
The survey was conducted by TNS-BMRB, and was of a sample of 2,007
s 0| i cfirnts across England and Wales,2 amounting to almost one in five of all
current firms. Fieldwork was conducted in April and May 2012. Technical details
of the survey are set out in the annex to this report. It is intended that the survey
will form a baseline and be repeated to enable monitoring of changes in practice.
To enable a broader range of analyses and fill gaps in the data, the survey
data was supplemented by administrative data drawn from the Law Soci et y ' s
Regis system and legal aid related data from the Legal Services Commission.

Context3
This is a time of major change for solicitors. Growth in the profession over the
last thirty years, whilst dramatic,* has been slowing gently for some time. Now
recession and structural changes to the market for legal services are combining to
create a turbulent envir onme n tposifioa bf t he
private practice solicitors firms, particularly smaller high streets o | i cfirnis,0o r s’
is seen as increasingly precarious.

There are a number of reasons for this. One is that the position of high
street practice, relative to commercial practice, has declined in terms of the

proportion of the solicitors’ gqudhéiimessi on

As we can see in Figure 1, there has been a dramatic growth in the number of
solicitors practising and most of that growth has occurred in larger firms. There
has nevertheless been some growth in smaller firms too. The very visible growth
in the size of larger firms has been accompanied, recessions aside, by equally
strong growth in trainee, associate and partner income in that sector and is much
covered by the professional press. Large commercial firms are seen as pulling
away in terms of the work they do and the income they earn.

Concerns about the decline of high street practice are not, however, simply
relative. There are three elements worth emphasising here. Firstly, there is
evidence of diminished demand for legal services probably attributable to the
recession. Second are the structural changes occurring in anticipation of, and in

(O

r

2The sample covered all sections of the solicitors

corporate firms. Larger firms were over-sampled to reflect their relative scarcity and make

provision for separate analysis. The focus of the studywason sol i citors’ firms only

biggest sector of reserved legal services and are most likely to be affected by the reforms to the
legal services market.

3 This section is not meant to provide a comprehensive review of the legal services sector but
instead aims to draw out the main themes against which the findings should be considered.

4 The number of solicitors with practice certificates increased by 2.5 times between 1987 and
2010, authors calculation from Law Society Annual Statistical Reports.



response to, liberalisation of the market for legal services. Third are reforms
impacting on the funding and delivery of legal services in particular in legal aid
cuts and reforms of litigation funding and referral fees based on Lord Justice
Jackson’ s5 proposal s.

4 N\
1 ptnr H2-4 ptnrs  m5-10 ptnrs ® 11+ ptnrs

m 11-25 ptnrsm 26+ ptnrs = 26-80 ptnrsm 81+ ptnrs

- J

(Ptnr = Partner) Source: Law Society Annual Reportsé

Figure 1: Growth in Solicitors in Private Practice 1987010 by Firm Size

The recession: a collapse in demand?

The recession has had a significant impact on demand for legal services. The
Legal Services Board (LSB) reports widespread contraction in the demand for
legal services,” including a 46% fall in residential property transactions, a 72%
fall in the number of approvals for remortgaging and a 30% fall in applications
for probate between 2006/07 and 2010/11.8 Contraction in the use of legal
services is also reported by the Legal Services Consumer Panel (LSCP).° Family
proceedings were reported to be static by the LSB, but the LSCP panel suggested
a drop in the purchasing of family law services.1® Historical growth in criminal
proceedings, has been reversed: in the last two years: volumes of police station
work having dropped 18% from 2009/10 to 2011/12; 12% for lower criminal
(largely magistrates court work) and 18% for higher criminal (Crown Court)

5 Implemented, inter alia, by the Legal Aid, Sentencing and Punishment of Offenders Act 2012.

6 The way this data was recorded changed from 2001 onwards. Prior to that the numbers
excluded the principals (partners) themselves.

7 Legal Services Board (2012) Market impacts of the Legal Services Act — Interim Baseline Report
(London: LSB), para. 3.5;

8 Ibid. Para. 3.9

9 Legal Services Consumer Panel (2010) 10 Highlights from the 2012 Tracker Survey
http://www.legalservicesconsumerpanel.org.uk/publications/research and reports/documents
10%20Highlights.pdf downloaded 20 June 2012

10 Legal Services Board n 5. Para. 3.9 and LSCP n. 9


http://www.legalservicesconsumerpanel.org.uk/publications/research_and_reports/documents/10%20Highlights.pdf
http://www.legalservicesconsumerpanel.org.uk/publications/research_and_reports/documents/10%20Highlights.pdf

work in the same period.11 There have also been falls in trademark and patent
applications.12

Conversely, demand for some litigation has risen (National Health Service
litigations 2006/07 to 2010/11 up by 50%);13 personal injury road traffic claims
have increased; certain employment tribunal claims have risen but demand for
civil litigation generally appears to have dropped.14

Whilst these indicators concentrate on the staple lay client work of high
street solicitor firms, similar drops in demand can also be seen in commercial
work: indicators such as volumes of commercial property transactions; business
dissolution; mergers and acquisitions and so on dropped.l> An exception is a
reported increase in the use of commercial arbitration of 177% between
2006/07 and 2009/10.16

Liberalisation of the legal services market

At least since the lifting of the ban on advertising, and the abandoning of scale
fees for conveyancing, there has been incremental liberalisation in competition
amongst legal service providers. Reforms consequent on the Courts and Legal
Services Act 1990 increased competition between the various branches of the
legal profession, most notably advocacy. Liberalisation of funding rules to permit
conditional fees, and recoverable conditional fees in particular, led to a
mushrooming of claims management firms, changing and commercialising the
process of recruiting personal injury clients in particular. Nevertheless an OFT
report criticised the lack of competition in legal services'” and a process of

reform consequent on that and Sir Bavid ClI

has led to a potentially dramatic liberalisation of legal services. The recent
permission of non-lawyer ownership of legal practices and the potential for those
practices to engage in the provision of non-legal services alongside legal services
represents a marked shift in regulation of legal service providers towards
promoting both greater diversity in the nature of provision and greater
competition.

The consequences of these reforms are only just beginning to be felt. Prior
to the implementation of non-lawyer ownership and multi-disciplinary practice,
entrepreneurial businesses and solicitors firms began to experiment with new
business models for legal work. Of particular note is the development of
networks of firms that seek to offer a range of benefits to members. Examples
include, Quality Solicitors and HighStreetLawyer.com. Under networks, firms
may gain the ability to use brand s

11 Crime Contracts Consultative Group (CCCG) Volume and Value Figures Repprtune 2012,
http://www.legalservices.gov.uk/docs/cds main/ITEM 6 VolumeAndValueReport.pdf
downloaded 18th June 2012.

12 Legal Services Board n 7, para. 3.10
13 Legal Services Board n 7, para. 3.09
14 Legal Services Board n 7, para. 3.10

15 Legal Services Board n 7, para. 3.11
16 Ibid.

ident it

17 Office of Fair Trading (2001) Competition in Professions; AeBort by the Director General of Fair

Trading, London: OFT.

18 Sir David Clementi (2004) Review Of The Regulatory Framework For Legal Services In England

And Wales: Final Repart.ondon: HMSO.


http://www.legalservices.gov.uk/docs/cds_main/ITEM_6_VolumeAndValueReport.pdf

marketing, be that through media advertising or local presence, and/or business
support. Clients are promised certain quality guarantees (generally modest
service standard requirements on things like response times) and, of particular
note, a promise of fixed fees for more types of legal services. Networks indicate
that they vet member firms and monitor client feedback, and presumably other
data, ostensibly to protect the brand’s rep

Managing fixed fees may pose significant challenges to smaller businesses
less able to bear the risks associated with fixed pricing; although were (say) fixed
fees and network advertising to lead to greater volumes of business these risks
might be mitigated. It may also signal a tipping point when more consumers of
legal services begin to shop around for legal services than is currently the case.
Certainly entrants to, and entrepreneurs within the market place are marketing
fixed prices heavily. Equally reputation and word of mouth referrals remain the
key means by which firms recruit and retain clients.1® The impact of competition
on quality and price is uncertain.20

A question that has been raised is the extent to which traditional models of
high street practice have permitted cross-subsidy of less profitable work thereby
providing wider access to legal services both geographically, because of the
prevalence of small high street s o | i cfirnis,and<Sn’ terms of subject matter.
The latter points to the risk that business orientations will mean that profitable
work is cherry-picked while unprofitable work dies out, leaving certain client
groups or problem types without legal services. An interesting question is
whether these brands pose a threat to, or lifeline for, smaller law firms both
within and without the network. They may represent a new paradigm for high
street practice or a step towards larger regional and national, or even
international firms. From the consumer perspective, the question is whether the
networks improve quality, choice, access and price.

The advent of outside ownership and multi-disciplinary practice has the
potential to pose much more searching questions about the viability of current
models of private practice. With the Co-Operative in particular having indicated
ambitious plans for expansion into the direct provision of legal services using
fixed price services, the possibility of more genuine price competition in legal
services is advanced. Such initiatives are not confined to lay clients: Riverview
Law is an example of a fixed fee service targeted at small and medium sized
businesses. Up until now research evidence has tended to suggest that there is
little shopping around by price from consumers of legal services.?! The
introduction of fixed fees poses risks to be managed, but may stimulate demand
for legal services and competition between legal service providers.

19 Legal Services Consumer Panel n. 9

20 Legal Services Board (2011) Understanding the Economic Rationale for Legal Services Regulation
- A Collection of Essaykondon: Legal Services Board

21 The YouGov tracker survey for the Legal Services Consumer Panel suggests low levels of
shopping around for legal services (about 22% did shop around for legal services including on the
basis of price). It is notable that the higher levels of shopping around occurred in wills and
conveyancing where fixed price work is currently more coomon ( Se e, ‘“Tracker Sur ve
data tables for:recent users sampl e’
http://www.legalservicesconsumerpanel.org.uk/publications/research and reports/documents/
Part2usersxlsx downloaded 20 June 2012. See, also, Moorhead R. and CummingR.
(2009) Something for Nthing? Employment Tribunal @imants' Perspectives on LegaluRding,
London: BIS, ERRS No.101. URN 09/813, on employment cases.



http://www.legalservicesconsumerpanel.org.uk/publications/research_and_reports/documents/Part2users.xlsx
http://www.legalservicesconsumerpanel.org.uk/publications/research_and_reports/documents/Part2users.xlsx

There are tentative signals of consumer behaviour responding to
increased competition between providers. The LSCP tracker survey reports small
increases in the number of consumers shopping around on price.?2

Networks with fixed prices and brand presence may prompt greater
competition between solicitors (both within and without the networks).
Similarly, increased pressure on legal aid funding, the ProcureCo model of
alternative business structures promulgated by the Bar and the relaxation of
Direct Access requirements may increase competition with the Bar.

There is also greater competition from sources external to the legal
professions: competition for will writing work appears to have increased,
although it is still a market dominated by solicitors.23 There is also a growing
appetite for and investment in, technology-based platforms for the delivery of
will writing in particular, but document assembly more generally.24 Less
radically, more firms are thought to be systemising case handling procedures and
dealing with cases remotely. A large number of lay cases are now not dealt with
face to face.?> Equally, document assembly platforms may become more
widespread with Legal Zoom, a US operation, reportedly preparing for entry in
the UK with its document assembly services aimed at being sold direct to
consumers and small businesses.2¢ Other providers sell direct to firms (be they
solicitors or alternative providers of legal services such as banks).

The introduction of Conditional Fee Agreements (CFAs) was accompanied
by a growth in Claims Management Companies (CMCs) who recruited and then
sold on personal injury clients, increasing the number of certain claim types (low
value road traffic cases in particular). These CMCs increasingly dominated the
supply of cases to firms creating reputational problems with government and
consumers which have eventually led to the incoming ban on referral fees.
Changes in this system, founded on mass marketing and referral fees, are likely
when the impending ban is brought in under the Legal Aid, Sentencing and
Punishment of Offenders Act.

In addition to consumer facing changes, firms are increasingly, especially

i n the commerci al client sector, relying or
of fice’ wor k such as accounting or computi
as due diligence (over and above traditional outsourcing of advocacy and agency
work).

There is also the potential growth in consumer search sites which seek to
bring together information on cost?? and sonm

Consumer research for the LSB points towards an appetite for reliable legal
information sites, although whether this can be provided in trustworthy form

22 Legal Services Consumer Panel n. 9

Z3[FF (2011) Understanding the Consumer Experience of WAiltiting Services London: Legal
Services Board.

24 N. Rose (2012) Online Legal Documents Not a Place for the Feint Heartéd, June 2012,
http://www.legalfutures.co.uk/latest-news/online-legal-documents-not-a-place-for-the-faint-
hearted

25L.SCPn. 9

26 N. Rose (2012) Legal Zoom Gears Up for UK Entry14 May 2012,
http://www.legalfutures.co.uk/latest-news/legalzoom-gears-up-for-uk-entry-with-120m-ipo
downloaded 18 June 2012

27 Law Society (2011) Applying the ComparisortWebsite Model to Legal e8vices London: Law
Society.



http://www.legalfutures.co.uk/latest-news/online-legal-documents-not-a-place-for-the-faint-hearted
http://www.legalfutures.co.uk/latest-news/online-legal-documents-not-a-place-for-the-faint-hearted
http://www.legalfutures.co.uk/latest-news/legalzoom-gears-up-for-uk-entry-with-120m-ipo

commercially remains to be seen. Consumers appear to want a neutral and
reliable source of information.28

Declining legal aid and the LASPO Reforms

Reform of legal aid presents a major challenge to a number of high street
s o | i cfirnis,owitls ¢ontinuing pressure on fee levels and major changes to
scope (affecting the volume of work) and remuneration (further affecting
revenue). In the legal aid sector, almost permanent freezes in rates of pay and
increasing control over quality assurance (with associated rises in administrative
costs) has led to a concentration of legal aid in fewer firms. This is not a new
trend,?° but more recently real terms declines in rates of pay have been
accompanied by an overall diminution in total spend on legal aid and on volumes
of work. As noted above, even higher criminal legal aid —which has traditionally
expanded — has begun to contract significantly.3? The impact of these reforms on
solicitors firms has not been subject to recent research. It is thought that the
business models associated with legal aid work have forced some separation of
legal aid departments into new firms by more dominant private fee paying work
(with higher margins). Legal aid reforms may also have driven a higher level of
specialisation among legal aid providers (through requirements in the Specialist
Quality Mark, under legal aid contracts, for instance). The recent economic
climate is also likely to have impacted on staffing balances and, in particular, the
utilisation of paralegal staff.

The Legal Aid and Sentencing of Offenders Act 2012 (LASPO) and
associated reforms presage further significant cuts to rates and the removal of
many areas of social welfare and family law from the scope of legal aid. These
will reduce the volume of work and gross fees available to legal aid firms under
the scheme. Even where alternative sources of funding for such work can be
found, such as increased reliance on conditional or contingency fees or third
party funding for higher value cases, the likely result is a significant decline in
work and fee income unless such firms diversify. Competitive tendering is also
expected for Criminal defence work. Public spending cuts to be implemented
under LASPO mean that changes are now more sudden rather than gradual.

Similar, albeit less predictable, outcomes may result from reforms to the
civil justice costs system. The profitability of Conditional Fee Agreements (CFAs)
is to be curtailed by preventing claimant solicitors from recovering their success
fees from unsuccessful defendants and capping the amount of recoverable
success fee from clients. Insurance premiums also cease to be recoverable. The
outcome of these reforms is unknown. This is partly because key details remain
to be worked out.3 We do not yet know how firms will respond to the ending of
recoverable success fees and insurance premiums. Nor do we know how clients
will respond to the way firms redesign and sell their CFA services. The changes
are likely to reduce the profitability of such work and the volume of such work.

28 Vanilla (2012) Understanding Consumer @éds fromLegal hformation Surces, London: Legal

Services Board.

29 Moorhead, R. ( 200 4) ‘Legal ai d and tice: blue mddercol toxicgob @ f privat
11(3) International Journal of the Legal Profession, pp.159-190

30 Footnote 11 and associated text.

31Such as how qualified one-way costs shifting will work and how contingency fees will be

regulated.



Cases that are of marginal profitability now will ordinarily become unprofitable
unless firms can re-engineer their cost base. Such cases will be less likely to be
taken at all and recoverability rules may make cases less attractive to clients.
Conversely, damage based agreements (DBAs): contingency fees with percentage
fees based on damages on the Ontario model may increase the attractiveness of
cases with higher damages to costs ratios. There is also the ameliorative impact
of third party funders providing a growing source of funding for cases, largely
confined at the moment to high value cases.

The impact of such changes may be different for different sizes of firm and
firms specialising in different types of personal injury work. One response to
such changes has been to improve case management systems; increase
routinisation and the use of paralegals and seek the benefits of technology.
Personal i njury I S an area of wor k

wher e

providers of “high street’ type,whkiohr Kk (the

pose challenges to more traditional modes of provision. The systemisation and
commodification of practice is both proselytised and deprecated3? but there is
very little information on the extent to which it has taken place in the legal
services market already. Paralegal work is not a new phenomenon and, 40% of
the fee earner workforce in SRA regulated firms does not consist of solicitors.

There are also more fundamental challenges from new entrants into the
mar ket such as ‘clai mant capture
capture and settle cases without the need to instruct insurer lawyers and pay the
costs of claimant lawyers. To the extent that these models succeed they will
either replace or diminish high street practice. Negotiations of an extension of
the Road Traffic Accident Portal and the costs claimable in relation to those cases
is also an ongoing area of uncertainty for the legal services providers.

A final area to note is that referral fees, having developed significantly,
especially in conveyancing and personal injury markets, are to be banned. The
outcome of this ban is uncertain. Banned referral fees differ from fees for (say)
marketing services. Arrangements are likely to develop which avoid the ban
(legitimately and less so) and there is the potential for this change to stimulate a
greater appetite for solicitors firms and referral sources (most notably claims
managers) to form alternative business structures which do not depend on
referral fees to succeed.

Internal Structures and Demographics

Competitive, regulatory and funding pressures are all likely to impact on the
shape and size of the profession. One of the aims of this research is to aid
understanding of internal changes within solicitors firms.

Long term trends i n t he towaods preatert or s

leverage of partner resources, through a reduction in the partner to solicitor ratio
(Figure 2). To an extent this decline is reflected in the growth of larger firms,
where higher gearing (fee earners to partners ratio) is more common,33 but it
may also reflect changes more broadly within the profession.

3z Susskind, R. (2008) The End of Lawyers? Rethinking the Naturelefgal Service®xford: OUP.
3The Law Management Section’s | atest -siget firasy

indicates a median gearing ratio of 3.5 fee
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From a position where partners outnumbered assistant solicitors in 1987,
the situation is now that proportionately fewer solicitors now practise as
partners. It was as recently as 1999 that partners were outnumbered by
assistant solicitors.

Time series data on non-lawyers is not available but in 2009/10 about
40% of fee earners were not solicitors in SRA regulated firms.34

4 )

G J

Source: Law Society Annual Reports

Figure 2: Partner to Solicitor Ratio (19872010)

A key issue for the profession and their regulators is diversity. Historical
data shows the long-term trends for entry and progression within the solicitors
profession. Figure3 shows the data for women between 1990 and 2010. Women
have outnumbered men in terms of entry into the profession for some time. This
has led to a substantial increase towards parity in terms of the number of women
with practising certificates in private practice. Growth in the number of female
partners has been slower. By 2010 only 25% of partners were women. We can
also see that women are slightly overrepresented amongst solicitors on the roll
who do not hold current practising certificates.

4 N\
—Female trainees as a proporti
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Source: Law Society Annual Reports35

34 LSBn 7, para. Al.1



Figure 3: Proportions of Traineeships, Practicing Certificates and Partnerships that are

held by Women (199@010)

In setting out our findings in subsequent chapters we are able to examine in more
detail gender and ownership of law firms.

BAME solicitors are over-represented in the population of Legal Practice
Certificate students relative to their proportion in the general population
reflecting the higher proportions of BAME students studying law at
undergraduate level. That over-representation continues at the training contract
stage, albeit significantly attenuated (due to BAME students finding it harder to
find training contracts). The proportion of the solicitors profession identified as
BAME is broadly consistent with the general population; though levels of
partnership are lower than they would be if in line with the general population.3¢
In the research below we are able to examine in more detail BAME ownership of
law firms.

Implications
This review of current context suggests a number of implications that this survey
has the potential to address over coming years.

1 There are likely to be significant shifts in the volumes and profitability of
certain types of work.

1 This is likely to impact significantly on the staffing profiles of such firms
and, for some, their use of technology and cost reduction to impact on
what they do.

1 There may be further impact on the relative position of smaller and larger
legal practices.

1 The traditional partnership firm may weaken as the key organisational
construct within the legal services market. The rise of franchises and
networks in particular, but also the rise of outsourcing, is important here.

1 Within firms, the nature of the workforce and the roles performed within
those organisations may change as services become more systemised or
commodified.

1 Increased complexity of funding for legal work alongside the decline in
traditional forms and sources of funding and the rise of alternatives poses
challenges to solicitors firms.

1 Innovation that reduce costs and facilitate consumer access may also

transform how legal services are conceived and sold. These
transformations may be paradigm busting. The claimant capture model is
an atteaenpitgn ooutd’ an adver s dheiCemtre

for Justice has set itself up as a private adjudicator (and operates rather
like a private Ombudsman). It is a very short leap for mediators to develop
mixed mediation and adjudication models of th e i r oDvgruptive
t e ¢ h n o may gnipatsoh the way lawyers work, how clients interact

35 Missing data has been estimated for traineeships in 1995 and 1996 based on trends. Although
the graph refers to traineeships, prior to 1994 the equivalent of traineeships was articles.

36 Legal Services Board n. 7, Figure 8, page 24.
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with lawyers and even whether clients need lawyers at all.3” How
s o | i cfirnts adaps to or compete with disruptive technologies is likely
to be an important part of their future.

37 Susskind, R. (2008) The End of LawyersOxford: OUP.
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Findings: The Current Picture

Key Findings

M

Looking at areas of work accounting for at least 10% of revenue, the most
common area of work across firms was residential property, followed by
probate/estate administration, family/matrimonial, commercial property,
wills, trusts and tax planning, crime, and commercial /corporate.

27% of firms reported that they conducted at least 90% of their work in a
singl e cat empaawypractide’ woirrkms()‘ .

The great majority of firms drew at least half of their clients from their own
region.

64% of firms engaged in media advertising and 87% of firms outsourced one
or more activities (mostly IT support (44%) and finance (35%)).

31% of sample firms undertook legal aid work in 2010/11. Over half of these

reported that 50% or more of their clients were legally aided.

51% of firms undertaking legal aid work reported that they did civil legal aid

work, and 49% reported doing criminal legal aid work. Just over a quarter
indicated that they undertook both civil and criminal legal aid.

58% of firms had faced problems with costs, financing, regulations, legal aid

changes or competition over the preceding 12 months. Single solicitor firms
and large firms were less likely to report problems than other firms.

Looking at productivity (defined as turnover divided by number of fee
earners) Statistical modelling indicated that:

- Firms in the South, North, Midlands and Wales had lower productivity
than London.

- Firms with a minority of local clients had higher productivity than others,
as did firms with more repeat clients and more clients per fee earner.

- New, female majority partner and BAME majority partner firms had
lower income per fee earner than others.

- Firms doing 50% or more work in crime or immigration were less
productive than others, while firms doing 50% or more work in personal
injury were more productive.

- Advertising and outsourcing IT were associated with higher productivity.

11



Overview 38

Size and location of firms

Details of the size of firms included in the survey are set out in Tables 1 and 2.
The mean number of partners was 3.6, with a maximum of 205. The mean
number of solicitors was 8.3, with a maximum of 876. The mean number of fee
earners (overall) was 11.6, with a maximum of 982. There was a mean of 2.45
and median of 2 fee earners per partner. A small percentage of firms (1.8%) had
10 or more fee earners per partner. Not surprisingly, the small number of top 200
firms in the sample had a higher number of fee earners per partner (mean = 4.29,
median = 3.48) compared to other firms (mean = 2.41, median = 2). In general,
there was a positive correlation between firm size (number of fee earners) and
the number of fee earners per partner,3? indicating that as firm size increased, so
did the typical number of fee earners per partner.

Table 1. Size of surveyed firms (humber of partners)

Firm size Weighted data 40 Unweighted data
N % N %
Sole practitioners 899 44.8 868 43.2
2-4 partners 868 43.2 901 44.9
5-10 partners 157 7.8 165 8.2
11-25 partners 49 2.4 44 2.2
26-80 partners 24 1.2 20 1
81+ partners 11 .5 9 0.4
Total 2007 100 2007 100

Table 2. Size of surveyed firms (number of solicitors)

Firm size Weighted data Unweighted data
N % N %
1 solicitor 667 33.2 621 30.9
2-5 solicitors 842 42.0 878 43.7
6-12 solicitors 312 15.5 321 16.0
13-40 solicitors 131 6.5 140 7.0
41-170 solicitors 43 2.1 37 1.8
171+ solicitors 12 .6 10 .5
Total 2007 100 2007 100.0

3For the purposes of analysis data have been weight

firms across the country. Technical details are set out in the appendixes. It should be noted that

the results of the univariate analysis (the description of single variable or comparison of one

variable with another) do not take account of the influence of variables not included in any

immediate analysis. Thus, associations shown may be indirect only (i.e. actually attributable to

other variables). Nevertheless, we include them as they provide insight into how different

sections of the solicitors’ profession experience

multivariate analyses, which simultaneously take account of a range of variables, are also

presented. In the case of these analyses, it is still possible that associations result from the

influence of extraneous variables.

A simple Spearmans’s rank correlatio
t

gave a highl
“The weighted findings are adjusted refl

n
0
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Twenty-three per cent of firms were in London, 26% were elsewhere in
the south of England, 21% in the Midlands, 24% in the North and 6% in Wales.
The great majority (89%) were in urban areas.

Categories of work
As can be seen from Table 3, when looking at areas of work that generate at least
10% of firm revenues, the most common area was residential property. Including
commercial property work, over half of firms conducted property related work of
one type or another.

Just under 33% of firms conducted at least 10% of their work in probate
and estate administration, increasing to 40% if wills and trusts work was
included. Family/matrimonial work, also undertaken by just under 33% of firms,
rising to around 35% of firms if children work was included.

Table 3 Categories of work undertaken (10% or more of work undertaken)

Areas of work Weighted data Unweighted data
N % N )
Property —residential 955 47.6 952 47.4
Probate and estate administration 658 32.8 663 33.0
Family/matrimonial 657 32.7 708 353
Other litigation 488 24.3 463 23.1
Property — commercial 482 24.0 444 22.1
Wills, trusts and tax planning 373 18.6 364 18.1
Crime 354 17.7 455 22.7
Personal injury 334 16.6 335 16.7
Commercial/corporate (other) 312 15.5 282 14.1
Employment 224 111 203 10.1
Children 217 10.8 267 13.3
Landlord and tenant (incl. commercial) 215 10.7 204 10.2
Immigration 205 10.2 205 10.2
Other non-litigation 167 8.3 155 7.7
Debt collection 94 4.7 84 4.2
Commercial /corporate (listed) 74 3.7 65 3.2
Arbitration/ADR 55 2.7 47 2.3
Intellectual property 36 1.8 31 1.5
Bankruptcy/insolvency 30 1.5 28 1.4
Mental health 29 1.4 34 1.7
Consumer 24 1.2 23 1.1
Planning 20 1.0 18 0.9
Discrimination/civil liberties/human rights 20 1.0 19 0.9
Social welfare 14 0.7 15 0.7
Financial services (FSA) 4 0.2 4 0.2
Financial services (other) 6 0.3 6 0.3
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The type of work undertaken by firms of different sizes was different. So,
for example, large firms#! were more likely to undertake commercial,
employment and personal injury work, while smaller high street solicitor firms
were more likely to undertake crime, family, immigration, probate and
residential property work. So, while 62% of large firms undertook commercial
work for non-limited companies, the figure was just 18% for smaller firms.
Conversely, while just 7.4% of large firms undertook criminal work, the figure
was 18% for smaller firms.

Narrow practice and broad practice firms
Twenty-seven per cent of firms reported that they conducted the great majority
(at least 90%) of their work in a single (more broadly defined — see Table 4)

category of workri(owepeawei cde’r mf i mms ) .

firms undertook less than 25% of work across all categories.

As can be seen from Table 4, the highest number of narrow practice firms
fell in the criminal category of work. Narrow practice was also associated with
immigration and personal injury work. In contrast, firms undertaking wills, trusts
and probate work and property and planning work far less often had a narrow
practice.

Table 4 Firms by narrow practice (>90% of work in one category) (Broad categories)
Weighted data Unweighted data

Areas of work N N

Crime 133 37.6 179 39.3
Family/matrimonial 91 13.1 97 12.8
Personal injury 77 23.1 68 20.3
Property and planning 71 6.5 63 5.8
Immigration 50 24.4 48 234
Employment 47 211 41 20.2
Commercial/corporate 47 13.8 41 13.3
Wills, trusts and probate 41 5.1 37 4.6

In general terms, narrow practice was associated with size of firm —
reflecting the different resources available to differently sized firms to engage in
a broad range of areas of practice. As can be seen from Table 5, while 38% of
single solicitor firms were narrow practice firms, no firms with 41 or more
solicitors could be similarly defined.

However, area of practice was also a determinant of whether a firm had
narrow practice independent of the size of firms. Both property and planning and
wills, trust and probate saw greater (relative) involvement of small (1-5 solicitor)
firms than crime. Commercial work was more often associated with single
solicitor firms than criminal work, although it was also the most likely to be
undertaken by large firms; though this may be explained by the relative breadth
of the category ‘commerci al l aw’ i n

There were variations in the ratio of fee earners to partners by
specialisation of work (with specialisation defined as a firm having 50% or more

41 Using the Law Society definition of large firms as those with 41 or more solicitors
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of its work in the specific area), with particularly high values for personal injury
(mean = 3.67, median = 2) and crime (mean = 3.29, median = 2.33).42 In contrast,
fewer fee earners per partner were observed for firms conducting 50% or more
of their work in wills (mean = 1.99, median = 1.36), commercial (mean = 1.69,
median = 1) and property law (mean = 1.78, median = 1.5).

Table 5 Type of firm by size of firm

Type of practice Size of firm (number of solicitors)

41-170 171+
Broad practice 15% 12% 13% 22% 33% 58%
Neither broad nor limited 47%  62% 67% 76%  67%  42%
Narrow practice 38% 26% 20% 2% 0% 0%
Total 100% 100% 100% 100% 100% 100%

Some areas of law are more likely to be practised in combination with
others. This can be seen from the cluster analysis presented in the statistical
appendix. Analysis indicated that residential property and probate were more
likely to be practised in combination, and both of these are more likely to be
practised in combination with commercial property and wills and trusts, and
then children and family work. In contrast, crime, immigration and personal
injury are less likely to be practised in combination with other practice areas.

Geographical distribution of clients

The great majority of firms (78%) drew at least half of their clients from their
own region. Just 7% of firms reported that 20% of more of their clients were
based in another jurisdiction (i.e. outside England and Wales). Firms undertaking
criminal work were particularly likely to draw the majority of clients from their
local region. Seventy per cent of firms undertaking crime reported that 90% or
more of their clients were local.#3 A similar story emerged for firms undertaking
family, property/planning and wills, trusts and probate work. In contrast, firms
undertaking commercial/ corporate, immigration, personal injury and debt
collection work more often reported drawing clients from out of their own
region. In the case of personal injury and debt collection, though, this did not
extend to clients outside England and Wales.

Advertising

In order to secure clients, 64% of firms engaged in media advertising (including
broadcast, print and online). Considering all firms, the most common form of
advertising was via the Internet (54%), with local newspapers and magazines
(30%) also popular. Just 5% of firms advertised using broadcast media, and 3.4%
in national newspapers or magazines. Marketing also often included
advertisements in listings such as Yellow Pages (31%), and being part of a
network (13%). Of those firms that advertised their services online, the great
majority (96%) had their own website (amounting to just over half of all the
firms in the sample). Other firms may also have had websites, but not regarded

42 A small number of firms (n = 9) of debt collection firms also had a high mean (7.64). Though
this was due to a single outlier, reflected by a median of only 1.5.
43%2,=43.61,p <0.001
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them as advertising. Twelve per cent of online advertisers employed sponsored
links, and 6% utilised legal networks websites.

As would be expected, firms with a lower proportion of repeat clients
made more use of advertising channels. So, for those firms with 75% or more
repeat clients, 46% made use of media advertising, compared to 70% for other
firms.#* There was no difference in the proportion of repeat clients reported by
members of networks and other firms.

Outsourcing

Eighty-seven per cent of firms outsourced one or more activities. Again,
considering all firms, the most common forms of outsourcing were for IT support
(44%) and accounts and finance (35%). Just under a third of firms outsourced at
least some advocacy work. Twenty per cent of firms outsourced all their advocacy
work. Aside from advocacy, 13% of firms outsourced other aspects of legal work.
Firms undertaking crime maintained a higher proportion of advocacy in-house,
on average.

Legal Aid
Thirty-one per cent of survey firms undertook legal aid work. Of those firms that
undertook legal aid work in 2010/11, just over half reported that 50% or more of
their clients were legally aided, and just over a quarter (of all those undertaking
legal aid work) reported that 90% or more of their clients were legally aided.

With regard to clients, firms with 90% or more legal aid clients had a
relatively high number of fee earners per partner (a mean of 3.2, compared to 2.4
for other firms).4>

Fifty-one per cent of firms undertaking legal aid work reported that they
did civil legal aid work, and 49% reported doing criminal legal aid work. Just over
a quarter indicated that they undertook both civil and criminal legal aid.*¢ After
criminal legal aid, the most commonly reported type of legal aid work was family
(47%), with housing (18%) and public law (7%) coming next. The least common
area of legal aid practice was education (1%).

Table 6. Legal aid by region

Region Legal aid No legal aid
N % N %
London 109 22.8 369 77.2
Midland 146 35.4 371 64.6
North of England 151 36.7 276 63.3
South of England 173 28.2 299 71.8
Wales 48 43.2 63 56.8

44 %2=80.70,p < 0.001

45 For other those firms with 90% or more private clients (not legally aided) the mean was 2.09

(median = 2). Firms where 90% or more of their clients were large businesses also had a higher

number of fee earners per partner than where clients were almost exclusively small businesses

(mean = 2.50, median = 1.08 vs. mean = 1.32, median = 1). More generally, there was little

di fference in number of fee earners per partner on
clients were individuals (mean = 2.53, median = 2) or organisations (mean = 2.45, median = 2).

46 Thirty-three per cent of firms undertaking legal aid work reported that they only did civil legal

aid and 23% that they only did criminal legal aid.
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As can be seen from Table 6, London had a lower percentage of firms
undertaking legal aid work, with a higher percentage in the north of England and
particularly Wales.#” The London effect is at least partly because of its role as the
Country’s commerci al and financi al centre.
work were located in rural areas, compared to 15% of other firms.*8

In general terms, there was no difference between legal aid firms and
other firms in whether they engaged in a broad or narrow practice. Just over a
quarter of each type of firm conducted 90% or more work in a single practice
area. However, as firms become more focused on legal aid work, they became
more likely to have limited areas of practice. So, for firms with 50% or more legal
aid clients, over half conducted 90% of their work in one practice area. And for
firms with 90% or more legal aid clients, over four-fifths conducted 90% of their
work in one practice area. Seventy per cent of these firms (6% of all firms) were
criminal legal aid firms and 20% (2% of all firms) were family legal aid firms.

These narrow practice (almost) exclusively legal aid firms are a little
larger than firms in general. They have a median of 3 solicitors working in them,
compared to 2 in general. Consequently, just 24% of them are single solicitor
firms, compared to 31% in general. This reflects their higher gearing of fee
earners to partners.

Narrow practice legal aid focused firms also have more clients per fee
earner (at 130) than other firms (at 105).

Regional Variation

Other than London having contained a far higher proportion of the largest
firms (171+ solicitors) (8 of the 11 firms in this category were in London) and the
south of England having contained a higher proportion of single solicitor firms
(38% compared to 31%), there was no other significant regional difference in the
pattern of firm size.

However, there were more differences in the types of work undertaken by
firms in different regions. As can be seen from Table 7, the three most popular
areas of practice — residential property, probate and family work — were
undertaken by a particularly low proportion of firms in London and (apart from
in the case of family work) the south of England, and a high proportion in Wales.
The same was also true of crime.

Meanwhile, London contained a particularly high proportion of firms
undertaking immigration (a likely reflection of the diverse population in London),
corporate and arbitration/ADR work, with Welsh firms again at the other end of
the spectrum in immigration and corporate work.

Table7. Percentage of firms undertaking areas practiceby region

Areas of work Region

London South Midlands North
Property, residential 34.3 55.6 49.2 46.4 66.7
Probate/estate admin. 15.3 42.0 39.0 30.9 49.5

47 %24 =35.25, p < 0.001. The standardised Pearson residuals were -3.3 for London legal aid, 2.1 for
north of England legal aid and 2.3 for Wales legal aid.
48%2=32.16, p < 0.001.
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Family/matrimonial 23.2 37.5 37.6 28.6 50.5

Other litigation 335 214 229 18.2 29.7
Property, commercial 27.6 25.7 24.8 19.5 17.1
Wills, trusts and tax planning 12.3 259 19.9 15.3 19.8
Crime 14.6 13.9 19.2 214 27.3
Personal injury 5.6 9.5 13.6 37.5 19.8
Commercial /corp. (other) 23.0 16.2 15.0 9.9 5.4
Employment 13.6 12.4 11.0 8.5 7.2
Children 6.5 11.0 12.9 12.1 16.2
Landlord and tenant 16.3 10.3 10.0 7.2 6.3
Immigration 25.1 4.1 8.9 5.3 0.9
Other non-litigation 9.8 9.1 7.2 6.1 11.8
Debt collection 4.2 5.8 5.4 4.0 1.8
Commercial/corp. (listed) 7.7 2.3 3.5 1.7 1.8
Arbitration/ADR 5.6 1.7 1.2 2.3 2.7
Intellectual property 3.6 2.5 0.5 0.6 0.0
Bankruptcy/insolvency 1.3 0.6 1.2 3.0 2.7
Mental health 1.3 1.4 1.4 1.7 1.8
Consumer 1.5 0.8 0.5 1.9 0.9
Planning 1.0 1.2 0.7 0.8 0.9
Discrimination etc. 1.9 0.2 0.5 1.5 0.0
Social welfare 0.8 0.6 0.9 0.2 1.8
Financial services (FSA) 0.6 0.0 0.0 0.2 0.9
Financial services (other) 0.0 0.6 0.0 0.4 0.9
Diversity

In this section we compare firms that have a majority of female and, separately,
Black and minority ethnic partners with other firms.

Female majority partnership firms
Nineteen per cent of firms had a majority of female partners. These firms were
significantly smaller than other firms, with a mean of 2.7 solicitors and a median
of 1 solicitor. This compared to a mean of 9.5 solicitors and median of 3 solicitors
for other firms. Reflecting this, 56% of female majority partner firms were single
solicitor firms, compared with 28% for other firms. No female majority partner
firm had more than 40 solicitors within it. Female majority partner firms also
had a significantly higher proportion of part-time fee earners (0.80, compared to
0.55). Forty-four per cent of female majority partner firms contained only part-
time fee earners. This was a much higher percentage than for other firms
(24.7%).#° The great majority of such firms were single solicitor firms (i.e. part-
time sole practitioners).

As can be seen from Table 8, the smaller size of female majority partner
firms entailed them being less represented across most areas of work (as smaller
firms tended to have narrower practices). However, it is notable that female

4 %2=53.71,p < 0.001.
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majority partner firms are under-represented in the areas of crime, personal
injury and probate and estate management.

Table 8 Areas of work by whether firm femalaajority partner
Female

Areas of work owned/controlled Other firms
N N %
Property —residential 137 36.6 818 50.1
Probate and estate administration 82 219 576 353
Family/matrimonial 137 36.6 520 31.8
Other litigation 45 12.0 443 27.1
Property — commercial 57 15.2 425 26.0
Wills, trusts and tax planning 64 17.1 308 18.9
Crime 36 9.6 319 19.5
Personal injury 38 10.2 296 18.1
Commercial /corporate (other) 40 10.7 272 16.7
Employment 36 9.6 188 11.5
Children 65 17.4 152 9.3
Landlord and tenant (incl. commercial) 32 8.6 183 11.2
Immigration 48 12.8 157 9.6
Other non-litigation 23 6.1 144 8.8
Debt collection 9 2.4 85 5.2
Commercial /corporate (listed) 5 1.3 69 4.2
Arbitration/ADR 3 0.8 52 3.2
Intellectual property 8 2.1 28 1.7
Bankruptcy/insolvency 4 1.1 27 1.7

Tying in with this, female majority partner firms were significantly more
likely than other firms to undertake 90% or more of their work in one area of
practice (44%, compared to 23%).50 Single solicitor female majority partner
firms with a narrow practice were most likely to practise in the family area
(35%), with crime, employment, immigration, property the next most common
areas.

Female majority partner firms were more likely than others to report
working near-exclusively for non-legally aided individuals. However, there was
only a marginal difference in the overall proportion of female majority partner
firms that reported a majority of individual clients (of any type).

Black and minority ethnic majority partner firms

Thirteen per cent of firms had a majority of Black and minority ethnic (BAME)
partners. As with female majority partner firms, these firms were significantly
smaller than other firms, with a mean of 2.6 solicitors and a median of 2
solicitors. This compared to a mean of 9.1 solicitors and median of 3 solicitors for
other firms. Reflecting this, 92% of BAME majority partner firms contained 5 or

50 %2,=69.63, p < 0.001. Standardised Pearson residual = 6.4.
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fewer solicitors, compared with 73% for other firms. No BAME majority partner
firm had more than 40 solicitors within it.

BAME majority partner firms also had a slightly higher proportion of part-
time fee earners (0.68, compared to 0.58). Unlike in the case of female majority
partner firms, there was no difference in the proportion of BAME majority
partner firms that were made up entirely of part-time fee earners.

As can be seen from Table 9, the smaller size of BAME majority partner
firms entailed them being less represented across most areas of work, when
compared to firms in general. However, it is notable that BAME majority partner
firms are under-represented in the areas of probate and estate management,
wills, trusts and tax planning, and commercial/corporate work. In contrast, BAME
majority partner firms were substantially over-represented in the areas of
immigration (48%, compared to 5%) and, to a lesser extent, crime (23%,
compared to 17%).

Tying in with this, BAME majority partner firms were significantly more
likely than other firms to undertake 90% or more of their work in one area of
practice (37%, compared to 25%).51 Single solicitor BAME majority partner firms
with a narrow practice were most likely to practice in the immigration (39%) and
crime (23%) areas, with personal injury and family the next most common areas.

BAME majority partner firms were more likely than others to report
working mostly for individuals, rather than organisations. Linked to this, they
more often worked for a majority of legally aided individuals.

Table 9 Areas of work by whether firrhad a majority of BAME parters
BAME

Areas of work owned/controlled Other firms
N N %
Property, residential 58 23.0 897 51.1
Probate and estate administration 14 5.6 644 36.7
Family/matrimonial 59 23.4 597 34.0
Other litigation 60 23.8 428 24.4
Property, commercial 54 21.3 428 24.4
Wills, trusts and tax planning 11 4.4 362 20.6
Crime 57 22.6 297 16.9
Personal injury 45 17.9 289 16.5
Commercial/corporate (other) 11 4.4 300 17.1
Employment 29 11.5 194 11.1
Children 17 6.7 200 11.4
Landlord and tenant (incl. commercial) 35 13.9 181 10.3
Immigration 122 48.4 83 4.7
Other non-litigation 12 4.8 155 8.8
Debt collection 9 3.6 85 4.8
Commercial /corporate (listed) 4 1.6 70 4.0
Arbitration/ADR 3 1.2 51 2.9
Intellectual property 2 0.8 34 1.9

51%2,=15.81, p < 0.001. Standardised Pearson residual = 3.1.
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BAME majority partner firms were much more likely than others to be
located in London, though much less likely to be located elsewhere in the south of
England (or Wales), a reflection of regional differences in ethnicity.>2 Given this,
BAME majority partner firms were, unsurprisingly, less likely to be located in
rural areas.

Problems

The survey included a number of questions about problems faced by firms over
the past 12 months. Details are set out in the appendixes. Fifty-eight per cent of
survey firms reported that they had faced problems with costs, financing,
complying with legal services regulation, legal aid changes or competition over
the preceding 12 months.

More specifically, 20% of firms reported recent problems concerning the
cost of staff or premises (14% in the case of staff and 7% in the case of premises),
21% had problems concerning finance (16% in the case of availability of finance
and 10% in the case of obtaining investment), 29% had problems concerning
complying with regulations, 23% had problems concerning changes in legal aid,
15% had problems concerning competition from other firms and 10% had
problems concerning competition from non-solicitor organisations.

Single solicitor firms and large firms (41+ solicitors) were generally less
likely to report problems than other firms, with firms containing 6-12 solicitors
most likely to report one or more problems.>3 There was not a great deal of
difference around problems concerning costs, regulations or competition
according to size of firms. However, firms with 6-12 solicitors (and, to a lesser
extent, 2-5 solicitors) were much more likely to report problems concerning
finance (29%, compared to 19% for other firms), with single solicitor and large
firms at the other extreme (14% and 7%, respectively).5* Firms with 6-40
solicitors were significantly more likely to report problems concerning changes
in legal aid (38%, compared to 19% for others), with single solicitor firms and
large firms again providing a contrast ( both 11%).5>

Significant differences in patterns of problem reporting were also evident
in relation to areas of practice. Looking at firms undertaking 50% or more work
in particular practice areas, it was evident that those firms with substantial
exposure to crime were particularly likely to report problems; especially in
relation to legal aid (74%, compared to 18%), but also in relation to costs (24%,
compared to 17%).5¢ Firms undertaking a substantial amount of family work
were also much more likely to report problems concerning changes in legal aid
(43%, compared to 21%). Firms undertaking substantial volumes of commercial,
employment or wills, trusts or probate work were least likely to report problems,
across the board. Firms undertaking personal injury work were most likely to
report problems concerning competition, both from other firms and from non-
solicitor organisations (32%, compared to 14%, in the first case; 25%, compared

52 %24=96.27, p < 0.001. Standardised Pearson residuals = 7.2 (London), -4.1 (South), -3.5 (Wales)
53 x2,=60.60, p < 0.001. Standardised Pearson residuals = -3.6 (single solicitor firm), 2.5 (6-12)

54 x2,=43.89, p < 0.001. Standardised Pearson residuals = -4.0 (single solicitor firm), 2.1 (2-5), 3.0
(6-12),-2.2 (41+).

55 %24=117.48, p < 0.001. Standardised Pearson residuals = -6.4 (single solicitor firm), 5.7 (6-12),
3.4 (13-40),-1.8 (41+).

56%2=36.54,p<0.001( any pr 833D1eé3nY <0.00¢ (legal aid); 56x2=5.61, p =0.02
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to 9%, in the second).>’ Firms undertaking property work were most likely to
report problems concerning complying with regulations.

Linked to the above, 80% of firms undertaking legal aid work reported
problems, compared to just 48% of others, but some of the difference is down to
the fact that 68% of firms undertaking legal aid work reported problems
specifically relating to changes in legal aid.>8 This last figure rose to 78% for firms
with 90% of more legal aid clients. In contrast, firms with a majority of
organisational clients were least likely to report problems.>°

There were no significant differences in the rates of problem reporting of
firms with different breadths of practice. However, firms operating almost
entirely in one area were less likely to report problems concerning complying
with regulations, and more likely to report problems concerning changes in legal
aid (evidently, when working in the crime or family areas).

There were also generally no significant differences in the rates of
problem reporting of female majority partner and other firms or BAME majority
partner and other firms, though both were more likely to report problems around
the costs of staff and competition from non-solicitor organisations. BAME
majority partner firms were also more likely to report problems concerning
competition from other firms and complying with regulations.

Turnover and Productivity (Turnover per Fee Earner)

Of those firms reporting turnover of £1,000 or more, the mean reported turnover
was £4.2 million, though the median was far less, at £261,881. Twenty-four per
cent of firms reported a turnover of less than £100,000, and 10% a turnover in
excess of £1 million. The highest reported turnover was in excess of £500 million.

More than half of firms with a turnover of more than £10 million
conducted commercial/corporate work, though just 6% of these conducted more
than 90% of their work in one area. Just over one third of all firms conducted
some legal aid work, though this was a minority activity for the vast majority
(97%) of these firms. More generally, where firms reported having a majority of
legally aided clients this was associated with a significant reduction in mean
turnover. However, these legal aid firms had a smaller mean (though higher
median) number of solicitors within them — i.e. a large proportion of these legal
aid firms had very few solicitors.

More informative than turnover is productivity, which we define here as
being the turnover generated by each fee earner within a firm. This takes account
of the Dbroad distri but Howeverdtfdoes ot take
account of overhead and salary costs, nor rates of utilisation.

Distribution of Productivity(Turnover per Fee Earner)

Productivity was calculated by dividing income by number of fee earners to yield
a £ per fee earner figure. 1,965 of 2,007 firms had valid data for productivity, with
a mean value of £243,149 and a median of £85,000. Not surprisingly, productivity
data was highly skewed (and had a number of very large outliers), and for the
purposes of analysis, productivity was restricted to values of £1,000,000 and
under. This was to ensure that extreme outliers in the data, supplemented by Law

7x2= 36. 90, p < 0.2940.81, p(<0.00h(ether chbnmpetitiom)) ; X
58 ¥2=187.35p < 0.001
59 x2,=16.61,p < 0.001
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Society data, did not have excessive influence on the models.®? This left 1,910
firms with a valid productivity figure for analysis, with a revised mean
productivity of £102,989 and median of £82.091. The histogram in Figure 4
shows the distribution of productivity for all firms with productivity of
£1,000,000 or less.
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Figure 4 Distribution of productivity values up to £1,000,000
Analysis

We fitted three productivity models®l. The first included all of the variables

shown in Table 10, wiptohlem¢ faced exaephabbes ofi

relying on firm/client characteristics). The second included only the problems
faced variables. The third included all of the variables shown in Table 10. The
table also shows predictors associated with high or low, using multivariate
findings from the third model. The results below will generally refer to the third
model, though output from all three is included in the statistical appendix. We
fitted models bot h i ncl udi ng and excluding
these variables are subjective and therefore, estimating different models enables
us to identify the effects of these more subjective variables on the results (and
assess how their introduction influences the impact of other variables).

As suggested in the statistical appendix, a wide range of other approaches
to modelling productivity could be taken (and some questions are likely to
require different model specifications). The variables shown in Table 10 were
included as main effects only (i.e. no interaction terms were included®?). Variables

60 [t was also unclear whether the highest figures were viable. For example, the highest value of
£20,000,000 income per fee earner for a Welsh high streets o | i cfifnt seemssuhrealistic. In all
there were 56 firms with productivity in excess of £1,000,000. While the majority of these (n =
54) wer ethey werebpaead’across England and Wales. They had a mean of 18 fee earners
(median = 10), and had a broad range of areas of practice. There was no evidence that they
represented a particular type of firm.

61 Statistical analyses of productivity need to take into account the distribution of the data, which
is clearly non-normal. To address this, we used log-gamma generalized linear models, which are
described in detail alongside statistical output tables in the Statistical Appendix.

621n the types of model fitted in the this report, interactions arise where the simultaneous
influence of two variables (for example, whether or not the firm is new and whether it uses media
advertising) on a third (for example, productivity) is not additive. So in this example, advertising
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were chosen to reflect areas of interest and factors which could be expected to
have some relationship to productivity. The results section frequently refers to
both model estimates and findings from raw data (or reduced models fitting only
the variable/variables under consideration) as understanding where (and why)
the two agree or differ is important in understanding drivers of productivity?®3.
Output from the statistical model (and associated reduced models) is
unweighted.64

Table 10. Variables used in the lggamma generalized linear models of productivityrhe
final column of the table also highlights variable categories that were associated with
higher o lower productivity (compared to other categories for each variable)

Broad category | Variable name Categories Significant effects
of variable within the compared to other
variable categories
Geographical Urban/ Rural Rural
Urban
Region Wales Lower
South
North Lower
Midlands
London Higher
Client Proportion of local clients 90% or more
50%-89% Lower
0%-49%
Proportion of clients outside 20%+ Higher
jurisdiction Less than 20% Lower
Percentage old clients Unknown
75%+
Less than 75%
Majority of clients individuals or | Organisations
organisations 50/50
Individuals
90% or more legal aid clients Yes
No
Firm/work Majority female partners Yes Lower
No Higher
Majority BAME partners Yes Lower
No Higher
New Firm Yes Lower

could be a more important factor for new firms, which could lead to a significant interaction.
There may be future analysis where specific interactions might be considered.

63 For example, raw data may show a powerful relationship between a particular variable and
productivity which could reduce or even disappear once other variables are considered. Similarly,
a relationship may only become apparent (or become stronger) once other variables have been
entered into a model and controlled for.

64 Note, that there were some minor differences between the findings of Model 1c (presented in
this section) and Models 1a/1b (detailed in the statistical appendix only). Comparing Model 1c to

Mo del 1b, probl ems ¢ onc er dighificent rédectoa in prodiictivitytia f f ° rel at
Mo del 1b (fitting only problems) but not in Model 1
regul ations’ , meanwhi | e, increased productivity in
Model 1b. The majority of model terms were almost identical when comparing Models 1a and 1c.

The only minor differences were that the area of wo
more work in property’ and ‘50% or more ,buor k i n f al

not Model 1c.
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No Higher
Top 200 firm No Lower
Yes Higher
50% or more work in wills Yes
No
50% or more work in property Yes
No
50% or more work in family Yes
No
50% or more work in commercial | Yes
No
50% or more work in crime Yes Lower
No
50% or more work in PI Yes Higher
No
50% or more work in Yes
employment No
50% or more work in Yes Lower
immigration No
50% or more work in debt Yes
collection No
Type of firm Narrow practice
Neither
Broad practice
Marketing Networking Yes
No
Media advertising Yes Higher
No
Outsourcing Outsource legal services Yes
No
Outsource IT Yes Higher
No
Outsource accounting/finance Yes
No
Outsource other services Yes
No
Problems Cost of staff Yes
faced®s No
Cost of premises Yes Lower
No
Availability of finance Yes
No
Obtaining investment Yes
No
Complying with regulations Yes
No
Changes in legal aid Yes Higher
No
Legal competition Yes
No
Non-legal competition Yes
No
Size Clients per fee earner®® Continuous Higher

65 A fairly or very significant problem over the past 12 months.
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| Fee earners | Continuous | |

Geographic factors

Two geographic variables were included in the productivity model; whether the
firm was urban or rural and firm region (collapsed into the five broad regions
shown in Table 10). There was no evidence of significant urban/rural differences
in productivity in the model. There were, however, differences between regions,
with significant lower productivity for the South, North, Midlands and Wales
when compared to London (the reference region), having controlled for other
variables such as areas of work and size). Figure 5 illustrates differences in
productivity between regions, showing both estimated values of productivity
from the statistical model in each region compared to actual productivity in
London (the reference region). The figure also shows productivity by region for a
reduced model (using region only) which does not control for other variables.

As can be seen, differences between regions appeared small when looking
solely at the raw data. However, once other variables were considered
simultaneously by entering them into a statistical model, differences between
regions became apparent, with high productivity in London and particularly low
productivity in the North and Wales. 67

_ | |
London
1 |
East/Midlands
T |
North .
- | Region only
South model estimates
. | Full model
Wales estimates
|
0 50000 100000 150000

Productivity (£ per fee earner)

Figure 5 Productivity(turnover per fee earnerpy firm region using bothdll model
estimates and a reduced model using only region

Client factors

A number of client variables were fitted in the productivity statistical models,
including the proportion of local clients firms had, whether they had clients from
outside the jurisdiction, whether repeat clients made up 75 per cent or more of
their business, whether the majority of clients were individuals or organisations
and whether 90% or more of their clients were legal aid clients.

66 Note, that number of clients was predictably related to total turnover, though they were far
from identical (with a correlation coefficient of 0.35). As a result, it was felt legitimate to include
“cl i entesarpneerr 'f eien productivity model s.

67 Since productivity was defined as turnover per fee earner (as opposed to profit per fee earner),
findings could reflect underlying regional differences in hourly rates. There is no published
corroborating data available.

26



The proportion of local clients was related to productivity, with
productivity significantly smaller for firms with 50-89% of local clients when
compared to those with 0-49%. Those with 90% or more local clients also had
lower productivity than those with 0-49%, though the difference did not reach
statistical significance. Referring to the log-gamma model in the statistical
appendix, compared to those with 0-49% local clients, those with 50-59% local
clients had around 12% lower productivity. Moreover, having 20% or more
clients from outside England and Wales was associated with significant higher
productivity, equating to around 26% higher productivity compared to other
firms (again referring to the statistical model terms).

Having 75% or more repeat clients was related to approximately 8%
higher productivity compared to other firms, though the difference was not
statistically significant. Similarly, whether firms had a majority of individuals or
organisations as clients had little association with productivity in the model.
However, in contrast to region (whose association with productivity only became
apparent once other variables had been controlled for), any association of client
base to productivity was removed by fitting other variables. In fact, if the term
was entered in a model alone (i.e. not controlling for other variables), those firms
with a majority of organisations as clients had a significant 16% higher
productivity compared to firms with a majority of individual clients. It would
appear that this variance associated with client type was better explained by
other variables in the model.

Finally, having 90% or more legal aid clients was not associated with
significant differences in productivity in the log-gamma model (the difference,
equating to around 4%, clearly non-significant). However, as with client base
(individuals vs. organisations), having 90% or more legal aid clients did have an
impact when modelled on its own (equivalent to examining the raw data),
equating to 19% lower productivity when compared to other firms. Again it
would appear that other variables (for example, areas of work associated with
legal aid) were better able to explain the association.

Firm characteristics

A range of firm characteristics were included in the productivity models,
including: firm diversity (i.e. whether firms had a majority of female or BAME
partners); whether they were a new, or top 200 firm; whether 50% or more of
their work was in a range of discrete areas; and, breadth of practice.

Gender and ethnicity

Firms with a majority of female partners and firms with a majority of BAME
partners were both associated with a statistically significant reduction in income
per fee earner. For firms with a majority of female partners, this equated to
around 12% lower productivity, compared to other firms (derived from the
model), and around 18% lower productivity for firms with a majority of BAME
partners, compared to other firms.68 Referring to the raw data, differences were
larger still, with a 21% lower productivity for firms with a majority of female
(compared to those without a majority) and a 32% lower productivity for firms

68 Note, that calculation of productivity did not account for part-time fee earners, partly since a
full-time equivalent number of fee earners could not be accurately calculated.
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with a majority of BAME partners (compared to those without a majority).
Controlling for other variables reduced the discrepancy for female and BAME
majority owned firms since both female and BAME ownership relate to other
variables. For example, having over 50% of your work in immigration was a
highly significant predictor of reduced productivity (as discussed below) and
BAME owned firms were far more likely than other firms to have this level of
immigration work (28% vs. 2% for other firms). Nonetheless, even controlling for
the range of variables set out in Table 10 both gender and ethnicity continued to
relate to a significant reduction in productivity. Figure 6 shows the relationship
between productivity and gender/ethnicity of majority ownership. The figure
shows both percentages using a reduced model (with only ethnicity or gender
included) and estimates from the full log-gamma model (with the two reference
‘“no’ groups 1in the ‘model estimates’ bar s
observed percentage in the raw data).

New firms

New firms were also associated with a highly significantly lower productivity
than other firms, equating to around 31% less (on the basis of model estimates).
This was almost identical to the 32% lower productivity for new firms observed
in the raw data (unweighted, from a mean of £109,355 (median of £86,839) to a
mean of £74,609 (median of £52,900)).

Degree of specialisation

Having 50% or more work in a particular area was also related to productivity.
Having 50% or more work in crime or immigration related to significantly lower
productivity of 33% and 37% respectively compared to other firms (fitting a
reduced model with areas of work alone still yielded significantly lower
productivity in both of these areas of 30% and 53% respectively). Debt collection
specialism also related to a lower productivity (of around 45%) compared to
firms without such specialism, though this fell short of significance in the model
(mainly as a function of a very small number of firms conducting 50% or more of
their work in this area). Conversely, having 50% or more work in personal injury
related to a significantly higher productivity (around 32% higher than firms
without this specialism), which was more than the 16% higher productivity
observed for personal injury in a model using solely types of work.6?

69 Elsewhere, wills related to a non-significant 12% lower productivity in the full model (and a
significant 27% lower productivity in the reduced model (using only areas of work), property
related to a non-significant 8% lower productivity (and an 11% lower productivity in the reduced
model), family to a non-significant 11% lower productivity (and a significant 22% lower
productivity in the reduced model), commercial to a non-significant 9% higher productivity (and
17% higher in the reduced model) and employment to a non-significant 9% higher productivity
(and a 13% lower productivity in the reduced model).
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Figure & Productivity(turnover per fee earnerby ethnicity and gender gbartners, using
both full model estimates (full range of variables included) and reduced model estimates
(including only gender or ethnicity as predictors)

Breadth of practice

A ‘"type of firm vari able was also include
w e r marrow practice’ ‘“broad practice’ or ‘“neither
practice firms typically had the highest productivity, with narrow practice firms

having an 8% lower productivity on average (a non-significant difference
compared toti‘cher'o)adanpdr atchose cat egaorowi sed as
practice having a 14% lower productivity (a significant lower productivity than

broad practice firms). In both cases, the full model (including all the variables in

Table 10) yielded smaller differences than a reduced model fitting only type of

firm (differences of 16 and 23% respectively).

Marketing factors
Two variables associated with marketing were included in the full log-gamma
model; whether firms were members of membership networks (such as
QualitySolicitors or highstreetlawyer.com) and whether they used media
advertising.

Networking had no relationship to productivity in the full model, with the
3% lower productivity clearly non-significant compared to other firms (a reduced
model with solely networking showed much the same). Media advertising
meanwhile, was associated with a significant 10% higher productivity compared
to other firms. As with networking, a reduced model using only media advertising
showed much the same as the full model (a significant 12% higher productivity).

Outsourcing

Four binary outsourcing variables were included in the model, describing
whether firms outsourced legal services, IT, accounting and finance or other
services. Outsourcing legal services was related to a 9% lower productivity
compared to other firms, which fell marginally short of significance (with results
identical for a reduced model using only outsourcing variables). The extent to
which this outsourcing facilitated lower fees is unknown. Meanwhile, outsourcing
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IT related to a highly significant 17% higher productivity compared to firms not
outsourcing IT (with a reduced model also showing a highly significant 25%
difference). In contrast, outsourcing accounting/finance or other services had
little or no association with productivity, accounting for clearly non-significant
4% and 1% higher productivity respectively?°.

Size factors

Two variables associated with firm size were included in the model; number of
fee earners and clients per fee earner. Number of fee earners was not associated
with productivity in the full model (Model 1c in the statistical appendix).
However, it did have a significant association with productivity if fitted in a
reduced model with fee earners and fee earners per client only, equating to
around a 30% higher productivity per 100 fee earners. Evidently, the inclusion of

the range of other variables in Table 10, and a “top 200

particular,’! negates any association between number of fee earners and
productivity. The number of clients per fee earners, however, did have a highly
significant association with productivity, with an increase of 100 clients per fee
earner relating to a 13% increase in productivity’2 (a similar association was
observed in a reduced model).

Problems over the last twelve months
Modelling also included variables for a range of problems firms faced over the
past 12 months. These problems included the cost of staff, cost of premises,
availability of finance, obtaining investment, complying with regulations, changes
in legal aid, legal competition and non-legal competition.

Associations were observed for problems relating to the cost of premises
(19% lower productivity), changes in legal aid (14% higher) and complying with
regulations (8% higher, though this was very marginally short of significance).
Non-significant associations with productivity were observed for problems
concerning the cost of staff (3% lower), availability of finance (6% lower),
obtaining investment (11% higher), legal competition (4% lower) and non-legal
competition (10% higher). 73

70 Though interestingly, outsourcing accounting/finance did relate to a significant 12% lower
productivity in a reduced model (fitting only outsourcing variables). Fitting other variables (in the
full model) completely negated this association.

7LIf this term alone is removed, number of fee earners has a significant association with
productivity, equating to a 14 per cent higher productivity per 100 fee earners.

72 Note that the model coefficients and exponentiated coefficients in the statistical appendix relate
to change per client (per fee earner).

73 There were some differences between findings from a full model (i.e. Model 1c) and a reduced
mo d e | including only the eight binary ‘i ss
to a significant 19% lower productivity, with a 17% higher productivity for problems with cost of
premises. Significant 15% and 18% higher productivity were observed for problems obtaining
investment and complying with regulations. Other associations in a reduced model were non-
significant.
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Findings: Recent Change

This Chapter sets out findings concerning changes in firm income and practice
areas from three years earlier, as well as an account of firms newly established
within the same time frame.

Key Findings

Changes in Turnover
1 32% of firms that were in existence in both 2007/8 and 2010/11 reported an

increase in turnover during the period, while 41% reported a decrease in
turnover. Just 19% of firms reported that their turnover had increased by
more than 10% during the period. 29% reported a decrease of 10% or more.

Medium sized and large firms more often reported increases in turnover,

with single solicitor firms least likely to do so.

Statistical modelling indicated that, compared to turnover remaining the

same:

- Where 75% or more of clients were repeat clients firms were more likely
to report a decrease in turnover of over 10%.

- Firms with 25% or more of their work in wills were less likely than other
firms to report over a 10% increase in turnover.

-  Firms with 25% or more of their work in property or crime were
significantly more likely than other firms to report a decrease in turnover
of 10% or more.

- Firms undertaking commercial and personal injury worked appeared to
have fared best overall.

- Media advertising was associated with an increase in turnover of over
10%.

Changes in Work Areas

1

8% of firms that were in existence in both 2007/8 and 2010/11 had since
moved into one or more new areas of work, while 9% reported moving out of
one or more areas of work.

Single solicitor firms were less likely to move into or out of areas of practice,
as were firms undertaking more than 90% of their work in one area.

Firms undertaking legal aid were more likely to have withdrawn from one or
more areas of practice.

Firms that undertook media advertising were more likely to report moving
into new areas of work, as were firms that engaged in outsourcing
(specifically of legal services or IT).

Firms that reported problems concerning competition with other firms were
more likely to have withdrawn from an area of practice, as were firms that
reported problems with the costs of premises or staff or changes in legal aid.
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New Firms

1

New firms were significantly smaller than established firms, but their work
profile was similar to that of established firms. However, fewer new firms
engage in common areas of work such as residential property, probate,
family and crime work. Conversely, they are more likely to engage in
immigration work.

New firms are significantly less likely than more established firms to
undertake legal aid work, though some may have had no opportunity to bid
for this type of work.

New firms were slightly more likely to have made use of media advertising.
They were also more likely to outsource, even though small firms were
generally associated with low rates of outsourcing.
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Changes in Monetary Turnover
The overall picture
Of those firms that were in existence in both 2007/8 and 2010/11, 32% of firms
reported an increase in turnover during the period, while 41% reported a
decrease in turnover (Table 11). Nineteen per cent reported that their turnover
had increased by more than 10% during the period, while 29% reported a
decrease of 10% or more.

In this section we look at the nature of firms that reported a change in
income, first using univariate and then multivariate analysis. The comments on
these forms of analysis in Chapter 2 apply to here also.

Table11. Change inurnover over 3year period

Change in turnover Number of firms
)\ %

More than 10% increase 297 19.4
1to 10 % increase 190 12.5
Remained the same 415 27.2
1 to 10% decrease 190 12.5
More than 10% decrease 435 28.5
Total 1527 100.0

There was no significant difference in whether or not turnover increased
or decreased by region,’# or rurality.”>

However, the structure of firms and the type/range of work undertaken
were associated with significant differences in whether or not turnover increased
or decreased. Medium sized (13 to 40 solicitors) and large firms (41+ solicitors)
were more often associated with increases in turnover, and single solicitor firms
were the least likely to report increases in turnover.’6

Table 12. Percentagef firmsreporting change in turnover by size of firm
Change in turnover

Size of firm (solicitors) +10% or -10% or
more +1-10% = -1-10% more
1 13.5% 12.9% 30.9% 9.7% 33.0%
2-5 19.6% 10.6% 26.0% 13.6% 30.3%
6-12 25.2% 12.8% 24.4% 14.3% 23.3%
13-40 24.1% 17.9% 25.9% 9.8% 22.3%
41+ 28.0% 20.0% 28.0% 18.0% 6.0%

Given the number of single solicitor firms practising in a limited range of
areas, it is worth noting that firms undertaking more than 90% of their work in
one area were more likely to report a relatively large increase in turnover (and
less likely to report a small decrease). Firms which had a broad practice (with no
area accounting for more than 20% of their work) were more likely to have

74 X28=6.59, p = 0.581

75%%,=2.19,p=0.334

76 X2 =26.18, p = 0.001. Standardised Pearson residuals = 1.9 (increase, 13-40), 1.9 (increase,
41+), -2.0 (increase, single solicitor).
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reported no change in turnover, and less likely to have reported a large decrease
in turnover, presumably reflecting their greater diversification.

Table 13 Percentage of firmseporting change in turnover by work undertaken (25%-+)
Change in turnover

Size of work undertaken +10% or -10% or
(25% or more of work) more +1-10% = -1-10% more

Wills, trusts and probate 9.9% 13.3% 31.6% 17.7% 27.6%
Property 14.3% 11.0% 26.9% 15.6% 32.3%
Family 16.6% 14.2% 29.6% 11.9% 27.7%
Crime 16.9% 11.3% 21.0% 11.8% 39.0%
Immigration 20.9% 22.0% 9.9% 12.1% 35.2%
Commercial/corporate 30.5% 11.4% 26.7% 4.8% 26.7%
Employment 34.1% 4.9% 26.8% 12.2% 22.0%
Personal injury 39.4% 12.0% 28.2% 4.9% 15.5%
All firms 19.4% 12.5% 27.2% 12.5% 28.5%

Turning to types of work undertaken, it was evident that different areas of
work were associated with different fortunes, as regards changes in turnover. So,
while relatively few firms undertaking at least 25% of their work in the personal
injury area saw turnover decrease, this was much more often the case for firms
undertaking wills trusts and probate, property, crime and immigration work
(Table 13). Conversely, firms with a reasonable exposure to personal injury,
employment and commercial/corporate work more often reported increases
(and, particularly, larger increases) in turnover, in contrast to those working in
the wills trust and probate, property, family and crime areas.

A similar picture emerged when looking at firms undertaking 50% or
more of their work in particular areas of law (Table 14). Notably in this case,
though, personal injury and employment were associated with particularly high
levels of increased turnover, while firms practising 50% or more in the family
area were faring slightly better than the average firm in terms of turnover.

Table 14. Percentagef firmsreporting change inturnover by work undertaken (50%-+)
Change in turnover

Size of work undertaken +10% or -10% or
(50% or more of work) more +1-10% = -1-10% more

Wills, trusts and probate 13.3% 20.0% 30.7& 9.3% 26.7%
Property 14.1% 7.7% 26.6% 14.8% 36.7%
Family 22.0% 18.7% 27.6% 8.1% 23.6%
Crime 17.8% 8.6% 21.1% 11.2% 41.1%
Immigration 16.9% 26.2% 10.8% 12.3% 33.8%
Commercial /corporate 31.9% 9.7% 29.2% 4.2% 25.0%
Employment 45.2% 6.5% 25.8% 6.5% 16.1%
Personal injury 49.5% 5.5% 29.7% 4.4% 11.0%
All firms 19.4% 12.5% 27.2% 12.5% 28.5%
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Linked to this, firms undertaking criminal legal aid, particularly if
undertaking no civil legal aid, were associated with a higher decrease in
turnover.”’

Turning to types of client, firms with a majority of organisational clients
reported an increase in turnover slightly more often, though the difference fell
just short of statistical significance. The reverse was true of firms with 50% or
more legal aid clients. Here, 35% of such firms reported more than a 10%
decrease in turnover, compared to 25% of other firms. For firms with 90% or
more legal aid clients, 39% reported more than a 10% fall in turnover. There
were no notable differences for firms with a majority of other types of individual
client. However, on the organisational client side, while firms with a majority of
small business clients had a similar turnover history to other firms, firms with a
majority of large business clients were significantly more likely to have
experienced more than a 10% increase in turnover.

Firms that undertook media advertising were more likely to report
increased turnover. So while such firms saw a turnover increase on 35% of
occasions, the figure was 27% for firms who did not advertise.”8

While IT outsourcing was also associated with an increased likelihood of
firms having reported an increase in turnover,’° this pattern did not extend to
outsourcing of legal services or accounting/finance. Nor was there any obvious
association between firms being members of networks and changes in turnover.

While there was no significant difference in the turnover history of female
majority partner firms, compared to other firms, BAME majority partner firms
were more likely to have reported a larger decrease in turnover, with fewer
having reported static turnover.8°

Problems andther changes

Firms reporting problems with the costs of staff were more likely to have

suffered decreases in turnover.81 The same was also true of firms that reported

problems with the availability of finance.82 Each of these problems may have been

a reflection of wunderlying issues with the
Firms that reported problems complying with regulations were also more

likely to have experienced decreased turnover,83 as were firms reporting that

legal aid changes had been problematic.84 In fact, 50% of firms reporting

problems around changes in legal aid reported decreased turnover, with 36%

reporting decreased turnover of more than 10%.

77 X%26=15.20, p = 0.019. Standardised Pearson residuals = 2.0 (criminal legal aid only, decrease).
78%2,=11.39, p < 0.01. Standardised Pearson residuals = 1.7 (advertising, increase), -2.2 (no
advertising, increase).

79%2,=15.71, p < 0.001. Standardised Pearson residuals = 2.2 (IT outsourcing, increase), -1.9 (no
IT outsourcing, increase).

80 ¥2,=21.28, p < 0.001. Standardised Pearson residuals = 2.1 (- >10%, BAME), -3.1 (=, BAME).
81%2,=15.36, p < 0.001. Standardised Pearson residuals = 2.7 (cost of staff problem, decrease).

82 y2,= 14.88, p = 0.001. Standardised Pearson residuals = 2.6 (availability of finance problem,
decrease).

83 ¥2,=9.45, p < 0.01. Standardised Pearson residuals = 1.9 (regulations a problem, decrease).

84 %2, = 20.20, p = 0.001. Standardised Pearson residuals = 2.8 (legal aid changes a problem,
decrease).
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Problems related to competition were also associated with decreases in
turnover.85 So, for example, 39% of firms reporting problems responding to
competition from other solicitors reported decreased turnover, compared to 26%
for others. And in the case of non-solicitor competition, the figure was 40%.

Fifty-four per cent of firms reporting more than a 10% increase in
turnover also reported that they had invested in new technology, 51% had
increased the number of permanent fee earning staff (though 10% said they had
reduced the number of fee-earners), 42% had increased fee levels (though 8%
had decreased fees), 32% had changed the breadth of their practice, 25% had
changed their method of charging, 18% had changed their geographical coverage,
and 7% had merged with another firm.

Turning to the 41% of firms reporting (any level of) decrease in turnover,
42% also reported having invested in new technology (while 8% had reduced
investment), 37% had reduced the number of fee earners employed (while 11%
had increased the number), 31% had changed the breadth of their practice, 28%
had increased fee levels, 25% had changed their method of charging, 12% had
changed the breadth of their practice, and 6% had merged with another firm.

Modelling changes in turnover

Change in turnover was examined by fitting a multinomial logistic regression

model examining the relationship between a range of predictor variables and
movement from ‘no change’-10%,ncréasesofiover er t o i
10%, decreases of 1-10% and decreases of over 10%. The model included the

variables shown in Table 15, with variables which had a significant association

with change in turnover highlighted. While this oversimplifies the model output,

it does give some indication of important factors, which are discussed in detail

bel ow. “Probl ems f ac e dsincewnewrfirma 8id mtshava nd new
change in turnover data) were excluded from this analysis. The model also

di ffered from the productivity ana%ysis in
ormoreof wor k'’ i n each area as opposedd to the

8x3= 16. 88, p < 0.001 ( s2=118.36,ip £ 00001 (competithon fraamm¢gne t i t i on) ;
solicitor providers)

86 25% was used here to reflect significant exposure to an area of practice, rather than practice

focused on an area of practice as in the previous model. The previous model was concerned with

drivers of income, so a greater role for areas of work was considered appropriate.
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Table 15. Variables used in thenultinomial model of change in turnover. The table also
highlights (with an asterisk) predictors that were associated with changetimnover

Broad Variable Categories
category of
variable
Geographical | Urban/ Rural Rural
Urban
Region* Wales
South
North
Midlands
London
Client Proportion of local clients 90% or more
50%-89%
0%-49%
Proportion of clients outside jurisdiction 20%+
Less than 20%
Percentage old clients* Unknown
75%+
Less than 75%
Majority of clients individuals or organisations Organisations
50/50
Individuals
90% or more legal aid clients* Yes/No
Firm/work Majority female partners* Yes/No
Majority BAME partners* Yes/No
Top 200 firm* Yes/No
25% or more work in wills* Yes/No
25% or more work in property* Yes/No
25% or more work in family Yes/No
25% or more work in commercial* Yes/No
25% or more work in crime* Yes/No
25% or more work in PI* Yes/No
25% or more work in employment Yes/No
25% or more work in immigration* Yes/No
25% or more work in debt collection Yes/No
Type of firm Narrow practice
Neither
Broad practice
Marketing Networking Yes/No
Media advertising* Yes/No
Outsourcing Outsource legal services* Yes/No
Outsource IT* Yes/No
Outsource accounting/finance* Yes/No
Outsource other services Yes/No
Size Clients per fee earner Continuous
Fee earners Continuous

As with productivity (turnover per fee earner), a wide range of other
approaches to modelling productivity could be taken (and some questions are
likely to require different model specifications). Again, variables were included as
main effects only. Further description of the multinomial logit model fitted, as
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well as statistical output, is presented in the statistical appendix. Again results
from the model of change in turnover are unweighted.

Geographic factors
As with the productivity model, an urban/rural and region variable were
included in the model of change in turnover.

There was no evidence of differences in change in turnover between urban
and rural firms, with all model terms clearly non-significant8’. There was some
evidence of associations between region and change in turnover. Compared to
the London reference category, Wales showed a reduction in the likelihood of
turnover having increased by more than 10% and an increase in turnover
increasing by 1 to 10% (though the differences fell short of statistical
significance). However, Welsh firms were significantly more likely than London
firms to show decreases in turnover of 1 to 10%, as were firms from the South
and East Midlands. This was in part a function of reductions in turnover (or small
reductions in turnover) being particularly uncommon for London firms. Figure 7
shows change in turnover across regions, using estimates from the multinomial
regression model of change in turnover from the statistical appendix (note,
percentages for London (the baseline category) are taken from the raw data, with
estimates for other regions using model terms).

\ \ \ \
Wales
‘ ‘ ‘ B Increased by
South more than 10%
‘ ‘ ‘ Increased 1-10%
North ‘ ‘ ‘ No change
East/Midlands Decreased 1-
| | | | 10%
London* Decreased by
| | | | | more than 10%

0% 20% 40% 60% 80% 100%
Firms

Figure 7. Percentageof firms in each region with changes in turnover (/of more than
10%, £10%, and with no change in turnover.

*London uses percentages from the raw survey data. Percentages for other regions are

derived from the statistical model

Client factors

As witht he productivity analysi s, client
turnover’ mo d e | i ncluded the proporti

had clients from outside their jurisdiction, whether repeat clients made up 75%
or more of their business, whether the majority of clients were individuals or
organisations and whether 90% or more of clients were legal aid clients.

There was little evidence that turnover change was influenced by the
proportion of local clients firms had, though firms with 0-49% of local clients

87 Rural terms remain non-significant in a reduced model containing only geographic factors.
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were somewhat less likely than firms with a greater proportion of local clients to
suggest that their turnover remained the same. Similarly, having 20% of your
clients from outside England and Wales had little relationship to change in
turnover. There were, however, some differences based on whether or not 75%

or more of firm s clients were rep®at clie
or more, firms were more likely to report a decrease in turnover of over 10%).
This may be indicative of a squeeze on fees as firms have sought to retain existing
business and experienced clients have sought to exercise their purchasing power.
Figure 8 shows change in turnover by whether firms had 75% or more repeat
clients or not. Again, percentages for the reference category (less than 75%) use
raw data, with mode%orrsmomates used for ' 75
Whetheraf i rm’ s cl i ent base waféndividaatker up pr ed
organisations had little relationship to change in turnover. Similarly, whether or
not firms had 90% or more legal aid clients had little association with change in
turnover.88
‘ ‘ ‘ ‘ H Increased by
75%+ more than 10%
Increased 1-10%
i No change
Less than - Decreased 1-
75%* 10%
Decreased by
more than 10%
0% 20% 40% 60% 80% 100%
Firms
Figure 8 Percentage of firms with changes in turnover (4/of more than 10%, 410%, and
with no change in turnover, byvhether or not firms had 7% or more repeat clients.
c $AOEOAA &£OT I OAx AAOA8 -1 AAl AOOEI AOCAOG OOAA

Firm characteristics

As with productivity (turnover per fee earner), a range of firm characteristics
were included in the model of change in turnover, including firm diversity (i.e.
whether firms had a majority of female or BAME partners), whether a top 200
firm, whether 25% or more ofa f iwonkiva in a range of discrete areas and
breadth of practice. Unlike the productivity analysis, whether or not firms were

in turnover' dat a.

88 Though it should be noted, that if this variable is examined in a model on its own, firms with
90% or more legal aid clients were significantly more likely to suggest their income had

‘decreased by more than 10% (36.9% for 90%

It would appear other variables in the model (e.g. types of work) reduce the impact of having a
high percentage of legal aid clients in the model. So, while firms with legal aid clients were not
faring well, other firm attributes provided an explanation in the multinomial model.
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No change

Decreased 1-
10%
Decreased by
more than 10%

Other firms*

Majority BME B Increased by
partners more than 10%
Increased 1-10%

0% 20% 40% 60% 80% 100%
Firms

Figure 9 Percentage of firms with changes in turnover (4/of more than 10%, 41.0%, and
with no change in turnover, bwhether or not firmshad a majority ofBAMEpartners.
e $AOEOAA EOI I OAx AAOA8 -1 AAI AOOEIBAMRAO OOAA (
partners.

Gender and ethnicity

Firms with a majority of female partners were significantly more likely than other

firms to report a 1-10% increase in turnover (compared to no change) when

compared to other firms.8° Firms with a majority of BAME partners were

significantly more likely to report a change in turnover, with significant increases

i n l i kel i hood for ‘i BMtredsendcr-h@%enbeabyg t har
‘“decreased by pompaed td oahange). Su¥l firms therefore

presented a very mixed picture of change. Figure 9 shows change in turnover by

BAME of majority firm owner s hi p, using raw datla for C
estimates to derived percentages for firms with a majority of BAME partners.

Work areas and breadth of practice

Firms with 25% or more of their work in the area of wills were significantly less
likely than other firms to report a more than 10% increase in turnover
(compared to no change). Firms with 25% or more of their work in property and
crime, meanwhile, were significantly more likely than other firms to report a
decrease in turnover of 10% or more. Firms with 25% or more of their work in
immigration were associated with both positive and negative changes, while
differences in change in turnover were modest and/or non-significant for family
and employment.

Firms with 25% or more of their work in commercial work were less
likely than other firms to report a small decrease in turnover (compared to no
change), as were firms with 25% or more of their work in personal injury.
Furthermore, as can be seen from Figure 10 — which uses change in turnover
percentages for all firms using raw data as a comparison group to which each
area of work is compared (using model terms to calculate estimated change from
this baseline comparison group) — firms undertaking commercial and personal
injury work appeared to have fared best overall.

89 change in odds of 1.55.
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Immigration

| | |
\ \ \
Employment | | | B Increased by
PI more than 10%
Crime \ \ ‘ Increased 1-10%
. \ | \
Commercial | | | No change
Family | | | |
Property Decreased 1-
Wil \ \ \ \ 10%
. s | | | \ Decreased by
All firms* # ! % | more than 10%

T

0% 20% 40% 60% 80% 100%
Firms

Figure 1Q Percentage of firms with changes in turnover (</of more than 10%, 110%,

and with no change in turnovely whether 2861 &£ /AE O| i6 ®rangd obdfeass O

c WAAE AOAA EO Al i PAOAA j OOETI ¢ iTAAI AOOEI AOGAOQ

raw data

More generally, breadth of practice had relatively little association with
change in turnover.

Top 200 Firms

Whet her or not a firm was a ‘top 200"

turnover, with top 200 firms more likely than others to report increased turnover

(1-10% or over 10%) or moderate decreases (1-1 0 %) compar ed t o

Marketing factors

Two variables associated with marketing were included in the model; whether
firms were members of membership networks (such as qualitysolicitors.com or
highstreetlawyer.com) and whether they used media advertising (any one of a
range of methods including broadcast media, sponsorship, press to online
advertising).

Networking had relatively little association with change in turnover, and
while firms who were members of networks tended to be less likely to report
decreases in turnover (compared to no change), differences were non-significant.
Media advertising, however, was associated with a significant greater likelihood
of reporting an increase in turnover of over 10% (compared to firms who did not
advertise and to ‘“no change’)

Outsourcing
Four outsourcing variables were included in the model; whether firms
outsourced legal services, IT, accounting and finance or other services.

Out sourcing | egal services or o]
turnover, outsourcing IT or accounting/finance had some association. Firms
outsourcing IT reported significant changes in turnover (both positive and
negative) compared to other firms (and to no change), with the largest term for
“increased by% morceimddésahn 2.03).0Firms outsourcing
accounting/finance were significantly less likely than other firms to report
decreases of 1-10% (compared to no change).
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Size factos

Two continuous variables associated with firm size were included in the model;
number of fee earners and clients per fee earner. The number of fee earners did
not have a significant association with change in turnover. Increasing number of
clients per fee earners was, in general, related to changes in turnover (both
positive and negative) compared to no change, though the only statistically
significant result was for decreases in turnover of more than 10%.%0

Changes in Areas of Practice

The overall piture

Of those firms that were in existence in both 2007/8 and 2010/11, 8% had
moved into one or more new areas of work, while 9% reported that their firm
had moved out of one or more areas of work.

As indicated in the previous section, moving into an area of work was
associated with a significant increase in the likelihood of a greater than 10%
increase in turnover.!

There was no significant difference in whether or not turnover increased
or decreased by region,®? or rurality.?3

However, the size of firms and the type/range of work undertaken were
associated with significant differences in whether or not firms entered or
withdrew from areas of practice. Unsurprisingly, single solicitor firms were less
likely to move into or out of areas of practice.?* Again unsurprisingly, those firms
undertaking more than 90% of their work in one area were less likely to report a
movement into or out of an area of work.?>

Turning to types of work undertaken, those firms that undertook at least
10% of their work in family were more likely than others to have withdrawn
from an area of practice.?® In contrast, those firms that undertook at least 10% of
their work in immigration were more likely than others to have moved into a new
area.”” When looking at firms undertaking 50% or more of their work in
particular areas, these differences disappeared. However, firms undertaking 50%
or more commercial/corporate work were less likely than others to withdraw
from an area of practice.?8

Firms undertaking legal aid work were more likely than others to have
withdrawn from one or more areas of practice, although this finding was only

90 A change in odds of 1.00095 client per fee earner.

91%23=33.93, p < 0.001. Standardised Pearson residuals = 4.0 (+>10 increase, move into area), 1.9
(increase, 41+), 2.2 (->10 decrease, withdraw from area). It is to be noted that answers to
questions about changing areas of practice were not the same as to questions about moving into
or out of areas of work.

92x23=9.01, p = 0.341

93 %2,=4.54,p=0.103

94 x2g = 24.58, p = <0.01. Standardised Pearson residuals = -2.0 (move into new area, single
solicitor), -1.8 (move out of area, single solicitor).

95 %24 = 21.55, p = <0.001. Standardised Pearson residuals = -2.1 (move into new area, narrow
practice), -2.7 (move out of area, narrow practice).

96 %2, =12.02, p <0.01. Standardised Pearson residuals = 2.7 (family, withdrew from area).

97 X2, =9.73, p <0.01. Standardised Pearson residuals = 2.7 (immigration, moved into new area).

98 %2, = 6.57, p <0.01. Standardised Pearson residuals = -2.1 (commercial/corporate, withdrew
from area).
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statistically significant in relation to those firms undertaking both criminal and
civil legal aid.?®

There were no significant differences between changes in practice areas
between firms with different client types, or between female majority partner
firms and others or BAME majority partner firms and others.

Firms that undertook media advertising were more likely to report
moving into new areas of work, as were firms that engaged in outsourcing
(specifically of legal services or IT).100

Problems

Firms reporting problems with the costs of premises or staff were more
likely to have withdrawn from one or more areas of work.11 The same was also
true of firms that reported problems concerning competition with other firms,102
and changes in legal aid.193 So, 15% of firms reporting problems around changes
in legal aid reported having withdrawn from an area of work, compared to 7% of
others.

Meanwhile, firms that reported problems with the availability of finance
or obtaining investment were more likely to both move into and out of areas of
work.194 A similar pattern also emerged in relation to problems concerning
complying with legal services regulation or competition with non-solicitor
organisations.105

New Firms 106
Nineteen per cent of sample firms were new within the past 3 years
(unweighted). As would be expected, new firms (newly established since 2007 /8)
were significantly smaller than established firms, with an average of just 3
solicitors (4 fee earners in total). This compared to 10 and 13, respectively, for
established firms.

Apart from a lower proportion of new firms in Wales, there was no
significant regional variation in the proportion of such firms.

99 %26 = 23.17, p <0.01. Standardised Pearson residuals = 3.4 (criminal and civil legal aid, withdrew

from area).

100 ¥2, = 8.31, p < 01. Standardised Pearson residuals=-2 . 2 (no adver t%=4005 g, increa
p < 01. Standardised Pearson residuals = -2.1 (no outsourcing, increase).

101 %2, = 13.27, p < 0.01. Standardised Pearson residuals = 2.8 (cost of premises problem,

wi t hdr 2208286, px< 0.05. Standardised Pearson residuals = 2.0 (cost of staff problem,

withdrew).

102 ¥2, = 7.04, p < 0.5. Standardised Pearson residuals = 2.2 (competition with other firms problem,

withdrew).

103 y2, = 29.12, p < 0.001. Standardised Pearson residuals = 4.5 (changes in legal aid problem,

withdrew).

104 y2, = 16.26, p <0.001. Standardised Pearson residuals = 2.5 (availability of finance problem,

moved into new area), 2.3 (avail abo82jg 40.010f financ
Standardised Pearson residuals = 1.8 (obtaining investment problem, moved into new area), 2.0

(obtaining investment problem, withdrew).

105 ¥2, = 14.34, p < 0.01. Standardised Pearson residuals = 2.6 (complying with regulation problem,

moved into new area), 1.4 (compl yizueg06wi<006. regul at i
Standardised Pearson residuals = 1.4 (non-solicitor organisation competition problem, moved

into new area), 1.4 (non-solicitor organisation competition problem, withdrew).

106 Firms established since 2007/8.
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As can be seen from Table 16, the profile of work of new firms is similar to
that of older firms, though with generally lower involvement in discrete work
areas across the board. This lower involvement is, in part, a reflection of the fact
that new firms are smaller than their more established counterparts and more
likely to have a small number of practice areas. So, 50% of new firms comprise
just one solicitor, compared to 29% in more established firms. Similarly, 40% of
new firms undertake more than 90% of their work in one area, compared to 23%
for older firms.

Small differences in the pattern of work of new and older firms are
apparent. First, fewer new firms engage in a significant volume of the most
common areas of work, namely residential property, probate and administration
and family work. They also do less criminal work. Conversely, they are more
likely to do immigration work.

It is also noticeable that new firms are significantly less likely than more
established firms to undertake legal aid work (Table 17). So, just 17% of new
firms reported that they undertook legal aided work, compared to 35% of more
established firms, though some new firms may not have had an opportunity to
bid for legal aid work.

New firms were no more likely than their established counterparts to be
members of networks, although they were slightly more likely to have made use
of media advertising.197 They were also more likely to outsource,1%8 particularly
in relation to accounting/finance and IT, even though small firms were generally
associated with low rates of outsourcing.

There were also differences between old and new in the ethnicity and
gender of partners (Table 18). As shown, new firms were significantly more likely
to have a majority of female or a majority of BAME partners.10?

Table 16. Categories of workindertaken

Areas of work Old firms New firms

N % N %
Property, residential 863 53.8 92 22.9
Probate and estate administration 598 37.3 60 14.9
Family/matrimonial 569 355 87 21.6
Property, commercial 418 26.1 63 15.6
Other litigation 390 24.3 98 24.3
Wills, trusts and tax planning 306 19.1 66 16.4
Crime 306 19.1 49 12.2
Personal injury 269 16.8 64 159
Commercial /corporate (other) 253 15.8 59 14.6
Children 193 12.0 24 6.0
Landlord and tenant (incl. commercial) 176 11.0 39 9.7
Employment 174 10.8 50 12.4
Other non-litigation 139 8.7 16 8.2
Immigration 136 8.5 69 17.1

107 2= 2,002, p < 0.05
108 y2=17.26,p < 0.001
109 ¥2=15.48, p < 0.001 and ¥2=9.62, p < 0.01 respectively.

44



Debt collection

Commercial /corporate (listed)
Arbitration/ADR

Intellectual property
Bankruptcy/insolvency
Mental health

Consumer
Discrimination/civil liberties/human rights
Planning

Social welfare

Financial services (FSA)
Financial services (other)

Tablel17. Categories of work undertaken

Whether firm undertakes legal aid work

73 4.6
61 3.8
40 2.5
28 1.7
25 1.6
22 1.4
19 1.2
16 1.0
13 0.8
9 0.6
6 0.4
4 0.2

29 5.2
13 3.2
15 3.7
8 2.0
6 1.5
7 1.7
4 1.0
3 0.7
7 1.7
5 1.2
0 0.0
0 0.0

Yes, legal aid
No, legal aid

Table18. Whether or not a majority of partners were female or BAME

Majority of partners

Not female

Female
Not BAME
BAME
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Old Firms

\
561 35.0
1043 65.0

Old Firms
|\ %
1326 82.7
278 17.3
1426 88.9
178 111

New Firms
N %
67 16.6
336 83.4

New Firms
N %
306 76.0
97 24.0
329 81.7
74 18.3



Findings: Looking to the Future

In this section we look at the characteristics of those firms that indicated they will
seek external investment from non-solicitor professionals or companies
following the introduction of alternative business structures (ABSs), and those
that indicated they are considering withdrawing from legal aid.

Key Findings

1 6% of survey firms indicated that they intended to seek external investment

following the introduction of ABSs. 1.5% had undertaken related actions.

Medium sized firms were most likely to intend to seek investment.

Personal injury firms were most likely to intend to seek investment, with

immigration firms also more likely to do so than others. Firms working in the

crime area were least likely to intend to seek investment.

1 31% of current legal aid firms were considering withdrawing from one or
more areas of legal aid work in the next 3 years. This was most significant in
the case of firms undertaking family legal aid.

1 Of firms intending to withdraw from legal aid work, almost one-third
indicated they had already started to do so. Again, this was most notable in
the case of family legal aid.

1 Firms undertaking civil legal aid were more likely than those undertaking
criminal legal aid to be considering withdrawing from legal aid.

1 The lower the proportion of legal aid clients within a firm, the higher the
likelihood it was considering withdrawing from legal aid.

1 There was some evidence that firms with fewer fee earners were more likely
to be considering withdrawing from legal aid.

T
1

Alternative Business Structures
Six per cent of (all) survey firms indicated that they intended to seek external
investment from non-solicitor professionals or companies following the
introduction of ABSs, although only 1.5% of firms had undertaken any specific
actions to take this forward.

Medium sized firms (13-40 solicitors) were more likely than others to
intend to seek investment (12%, compared to 6%).110

However, firms undertaking 50% or more work in the crime area were
less likely than others to be intending to seek investment,111 while those
undertaking 50% or more work in the immigration or personal injury area were
more likely than others to be intending to seek investment.112 In fact 18% of the
latter firms were intending to seek investment, compared to just 5% of others.

110 y2= 6,53, p < 0.05.
11 y2=6.14,p < 0.05.
Hzy2= 6. 07, p < O.28758pxm@il¢PHl.ati on) ; X
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Moreover, 7% of personal injury firms had taken specific steps to obtain
investment, compared to just 1% of other firms.113
Overall, firms undertaking 50% or more legal aid work were less likely

than others to be intending to seek investment,'*t hough t hi s di

firms undertaking legal aid work.

Finally, those firms that outsourced elements of their work were
significantly more likely to be intending to seek investment, with a near-
statistically significant difference also seen in the case of those firms undertaking
media advertising.115

Legal Aid

Of those survey firms currently undertaking legal aid work,11¢ 31% reported that
they were considering withdrawing from one or more areas of legal aid in the
next 3 years.

While numbers were relatively small outside crime and family (and should
be interpreted with some caution), Table 19 shows the proportion of legal aid
firms by practice area of work17 that stated they were considering withdrawing
from legal aid work in that area.118

Table 19. Firms intentions to withdraw from, or continue in a range of areas of legal aid

work (in the next three years)

Firm intentions

Continue Withdraw
Crime 248 85.6% 42 14.4%
Family 186 66.8% 92 33.2%
Clinical Negligence 16 95.4% 1 4.6%
Housing 38 82.5% 8 17.5%
Immigration/asylum 24 78.7% 6 21.3%
Welfare Benefits 11 79.1% 3 20.9%
Employment 10 92.8% 1 7.2%
Mental Health 27 92.7% 2 7.3%

As can be seen, the highest percentages of intended withdrawals were for
family (33%), with fewer in the other major area of practice, crime (14%). This
reflects the major scope changes that are soon to be introduced.

When asked when they intended to withdraw from identified areas of
legal aid work, 61 (31.3%) of firms currently undertaking legal aid work
suggested that they had already started, 46 (23.4%) that they were planning to
start in the next year, 21 (10.8%) in the next two to three years and 68 (34.5%)
that they were still considering whether to withdraw. While intended timing of

113 23 = 48.05, p < 0.001. Standardised Pearson residual = 5.4.

114%2=755,p<0.01.

Usy2= 9. 66, p < 0.2813270,p 900649 media adveertising).; X

116 31% of sample firms undertook legal aid work in 2010/11.

117 According to Legal Services Commission (LSC) data, including firms with at least 10 claims
during 2010/11.

118 The LSC data used in conjunction with the survey did not match perfectly, and not all firms
recorded as undertaking legal aid in an area would necessarily consider themselves as still
operating in that area, so the results should be treated with caution.
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withdrawal could not be compared across all areas of legal aid work, there was
enough data to contrast family (public and private) and crime as shown in Figure
11. As shown, when compared to criminal work, firms planning to withdraw from
family work were more likely to be already doing so, or planning to start in the
next year.

| |
Family -private _

B Already withdrawing

Planning to start in
next year

Planning to start in
next 2 -3 years
Still considering

Family - public

Crime

0% 50% 100%
Firms
Figure 118 &EOIi 8O0 ET OAT AAA OEI AGAAT A A1 O xEOEAOAxAI
work

Legal Aid andChange: Further Findings

Finally, firms conducting legal aid work were presented with two further
questions on their responses to changes in scope and eligibility of legal aid as well
as changes in legal aid fees. The first asked the extent to which they agreed or
di s agr eMydirmtishmaking major changes because of changes in the scope

and eligibility of ¢ bhskeddbsuttleextenttoeviich | ai d’ .
frmsagreed or disagreed that ‘“My firm i s ma
changes i n | egal aid fees’ . F20.rThe msjorityefs pons e s

legal aid firms agreed with both statements.

Table 20. Whether firms felt they were making major changes because of changes to scope
and eligibility of legal aid and whethethey felt they were making changes in response to

AEAT CAO ET 1T ACAT AEA EAAOG j A OiAll 101 AAO T &£ O
Response Question
Scope and eligibility Legal aid fees
N % N %

Agree Strongly 296 48.0 343 55.6

Agree Slightly 97 15.7 111 17.9

Neither Agree nor Disagree 81 13.2 66 10.6

Disagree Slightly 76 12.2 45 7.3

Disagree Strongly 67 10.8 52 8.4
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Modellingconsideration ofwithdrawal from any area of legal aid work

Whether or not firms had considered withdrawing from any area of legal aid
work was examined using two binary logistic regression models. These are
described in greater detail alongside statistical output in the statistical appendix
(Model 3a and 3b). The models used a different set of predictor variables to
previous models of productivity (turnover per fee earner) and change in
turnover. This was in part due to a far smaller number of firms being available for
analysis, but more importantly to restrict analysis to the most relevant
predictors. Both models included the number of fee earners (continuous
variable), percentage of legal aid clients (as a continuous variable), breadth of
practice, whether the firm had a majority of female partners and whether the
firm had a majority of BAME partners. The models then differed slightly, with the
first (Model 3a) including indicators for each of 14 types of legal aid work, and
the second ( Model 3b) a coll apsed °
crime and civil). The second model was fitted as some of the 14 types of legal aid
work were very rare.11°

Firm size

In the first model, the number of fee earners had little association with the
likelihood of firms reporting that they were considering withdrawing from legal
aid. In the second model, the term was just significant, with fewer fee earners
relating to a reduced likelihood of firms considering withdrawal. For example,
using findings from the second model, if we had a firm with a 32% likelihood of
withdrawal, having 10 more fee earners would be expected to reduce this to
around 29%, having 30 more fee earners to 23% and 50 more fee earners to
18%.120

Percentage of legal aid clients

The percentage of clients who were legal aid clients was a significant predictor of
whether a firm was considering withdrawal from legal aid work. Both models
indicated that a reduction in the proportion of legal aid clients related to an
increase in the likelihood of the firm considering withdrawal from legal aid work.
For example, using our second model, if we were to assume that the average
percentage of legal aid clients (e.g. 53%) related to the overall percentage
suggesting they were considering withdrawing (32%), an increase to 60% legal
aid clients would be estimated to reduce the percentage considering withdrawing
to 30%, an increase to 80% legal aid clients to 25% considering withdrawing and
100% legal aid clients to 21% o f current “l egal
withdrawing from legal aid work. Conversely, a decrease to 40% legal aid clients
would be estimated to increase the percentage considering withdrawing to 36%,
a decrease to 20% legal aid clients to 42% considering withdrawing and a

119 As previously, the models included main effects only (i.e. no interaction terms) and
output/analysis was unweighted. To aid interpretation, the results set out below use model
estimates to derive probabilities of withdrawal associated with different independent variables.
Those more familiar with statistical output (such as odds ratios) can refer to the statistical
appendix.

120 Differences between the two models is likely to be explained by differences in number of fee
earners between firms doing different types of work (or number of types of work), with the
addition of the 14 area of work indicators having the effect of diluting the impact of the fee
earners term.

49

ar ea

ai d

of



decrease to 5% legal aid clients to 46% of cur r ent “ koasglaihg ai d f i r
withdrawing from legal aid work. This modelling is relatively simplistic, but does

give some indication of a link between proportion of work made up of legal aid

and likelihoodofc ur r ent “ |1 egal awitthdratwing frora légalaid n s i der i
work.

Typeof firm

There was little or no evidence of breadth of practice relating to consideration of
withdrawal from legal aid work in either of the models. It is likely that other
variables such as area of work limit its effect in the model.1?!

Gender and ethnicity
Neither having a majority of female nor a majority BAME partners was a
significant predictor of consideration of withdrawal from legal aid work.122

Areas of legal aid work
Referring to the first model (Model 3a), including indicators for 14 types of legal
aid work, two types of work resulted in significant findings. First, firms working
in crime were significantly less likely to indicate that they were considering
withdrawing from legal aid work. Conversely, firms doing family work were
significantly more likely to suggest they were considering withdrawal. If we
consider an average percentage likelihood of withdrawing of 32%, using model
findings, we would expect fewer firms (23%) to withdraw from criminal legal aid
and a greater likelihood (45%) of firms withdrawing from family legal aid work.
Other types of work were related to relatively large increases (e.g. welfare
benefits) or decreases (e.g. mental health, employment, education) in the
likelihood of consideration of withdrawal from an area of legal aid, though none
of the differences were statistically significant. This was most likely a function of
the relatively small numbersof sur veyed “ih magyaof theseithd f i r ms”
areas of work.

In the second model (Model 3b) the 14 area of legal aid work indicators

were replaced with coll apsed variabl es ¢ omg
“civi |l and ‘crime and civil . Comgpared to
“ciovi |’ we r e sign#ita@t inerehsestirothe llilelthgod of the firm

considering withdrawing from legal aid work.

121 If a model is fitted with type of firm alone, it does have a significant effect, with a significant

reduction in the likelihood of withdrawing for limited firms compared to those conducting a

broader range of work. As suggested in the text, it is likely that much of this variance is explained

better by factors such as type of firm. For example, almost 70 per cent of crime legal aid firms in

the analysis could be described as ‘limited’, compa
122 When fitting these terms alone, without other predictors, female ownership continued to have

little association with likelihood of withdrawal, though BAME ownership related to a significant

reduction in the likelihood of withdrawal. Again, though, as with type of firm, other variables

diluted the effect.
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Key Findings and Conclusions

In this Chapter we bullet point key findings and offer a short conclusion.

Key Findings

1 Ofthe 2007 surveyeds ol i ci t or s’ firms, 621 firms <co
The mean number of solicitors was 8.3, and fee earners 11.6.

1 19% of firms were newly established since 2007 /8, with a further 9% trading
under a different name to that used in 2007/8.

1 23% of firms were in London, 26% were elsewhere in the south of England,
21% in the Midlands, 24% in the North and 6% in Wales.

T 19% of firms had a majority of female partners, and 13% had a majority of
Black and minority ethnic (BAME) partners.

1 The most common area of work across firms was residential property,
followed by probate/estate administration, family/matrimonial, commercial
property, wills, trusts and tax planning, crime, and commercial/corporate.

1 27% of firms reported that they conducted at least 90% of their work in a
single (broadly def hanrewdpracticcat Egomyg) of 1 wihr |
firms reported that no single category of work accounted for 25% or more of
their work.

1 Some areas of law are more likely to be practised in combination with others.
Residential property and probate are closely associated, and both of these are
in turn associated with commercial property and wills and trusts, and then
children and family. In contrast, those firms working in the crime,
immigration or personal injury areas are more likely to work in their specific
practice area only.

1 The great majority of firms (78%) drew at least half of their clients from their

own region. 7% of firms reported that 20% or more of their clients were

based in another jurisdiction.

64% of firms engaged in media advertising.

87% of firms outsourced one or more activities, mostly IT support (44%) and

finance (35%).

1 31% of sample firms undertook legal aid work in 2010/11. Over half of these
reported that 50% or more of their clients were legally aided, and over a
quarter reported that 90% or more of their clients were legally aided.

1 51% of firms undertaking legal aid work reported that they did civil legal aid
work, and 49% reported doing criminal legal aid work. Just over a quarter
indicated that they undertook both civil and criminal legal aid. Those firms
which undertook a larger proportion of legal aid work were more likely to
have a limited number of practice areas.

1 Firms undertaking legal aid work were less likely to be located in London,
and more likely to be located in the north of England.

1 London contained the most very large firms.

= =
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58% of firms had faced problems with costs, financing, regulations, legal aid
changes or competition over the preceding 12 months. Single solicitor firms
and large firms were less likely to report problems than other firms.

Medium sized firms and legal aid firms were particularly likely to report
problems concerning finance and changes in legal aid.

Firms undertaking personal injury work were most likely to report problems
concerning competition.

The mean reported turnover was £4.2 million, though the median was far
less, at £261,881.

More than half of firms with a turnover of more than £10 million conducted
commercial/corporate work.

Statistical modelling indicated that:

- Firms in the South, North, Midlands and Wales had lower productivity
(defined as turnover divided by number of fee earners) than London.

- Firms with 0-49% local clients had higher productivity than others, as
did firms with more repeat clients and more clients per fee earner.

- New, female majority partner and BAME majority partner firms had
lower income per fee earner than others.

- Firms doing 50% or more work in crime or immigration were less
productive than others, while firms doing 50% or more work in personal
injury were more productive.

- Linked to this, broad practice was associated with higher productivity
than other forms of practice.

- Advertising and outsourcing IT was associated with increased
productivity.

32% of firms that were in existence in both 2007/8 and 2010/11 reported an

increase in turnover during the period, while 41% reported a decrease in
turnover. 19% reported that their turnover had increased by more than 10%
during the period, while 29% reported a decrease of 10% or more.

Medium sized and large firms more often reported increases in turnover,
with single solicitor firms least likely to do so.

Statistical modelling also indicated that, compared to turnover remaining the
same:

- Where 75% or more of clients were repeat clients firms were more likely
to report a decrease in turnover of over 10%.

- Firms with 25% or more of their work in wills were less likely than other
firms to report over a 10% increase in turnover.

- Firms with 25% or more of their work in property or crime were
significantly more likely than other firms to report a decrease in turnover
of 10% or more.

- Firms undertaking commercial and personal injury worked appeared to
have fared best overall. The growth of the personal injury market reflects
some data on growth in the number of RTA claims and clinical negligence
claims. This is a sector which whilst growing currently faces imminent
challenges through implementation of the Jackson reforms.

- Media advertising was associated with an increase in turnover of over
10%.
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1 8% of firms that were in existence in both 2007/8 and 2010/11 had since
moved into one or more new areas of work, while 9% reported moving out of
one or more areas of work.

1 Single solicitor firms were less likely to move into or out of areas of practice,
as were firms undertaking more than 90% of their work in one area.

1 Firms undertaking legal aid were more likely to have withdrawn from one or
more areas of practice.

1 Firms that undertook media advertising were more likely to report moving
into new areas of work, as were firms that engaged in outsourcing
(specifically of legal services or IT).

1 Firms that reported problems concerning competition with other firms were
more likely to have withdrawn from an area of practice, as were firms that
reported problems with the costs of premises or staff or changes in legal aid.

1 New firms were significantly smaller than established firms, but their work
profile was similar to that of established firms. However, fewer new firms
engage in common areas of work such as residential property, probate,
family and crime work. Conversely, they are more likely to engage in
immigration work.

1 New firms are significantly less likely than more established firms to
undertake legal aid work, though some may have had no opportunity to bid
for this type of work.

1 New firms were slightly more likely to have made use of media advertising.
They were also more likely to outsource, even though small firms were
generally associated with low rates of outsourcing.

1 6% of survey firms indicated that they intended to seek external investment

following the introduction of ABSs. 1.5% had undertaken related actions.

Medium sized firms were most likely to intend to seek investment.

Personal injury firms were most likely to intend to seek investment, with

immigration firms also more likely to do so than others. Firms working in the

crime area were least likely to intend to seek investment.

1 31% of current legal aid firms were considering withdrawing from one or
more areas of legal aid work in the next 3 years. This was most significant in
the case of firms undertaking family legal aid.

1 Of firms intending to withdraw from legal aid work, almost one-third
indicated they had already started to do so. Again, this was most notable in
the case of family legal aid.

1 Firms undertaking civil legal aid were more likely than those undertaking
criminal legal aid to be considering withdrawing from legal aid.

1 The lower the proportion of legal aid clients within a firm, the higher the
likelihood it was considering withdrawing from legal aid.

9 There was some evidence that firms with fewer fee earners were more likely
to be considering withdrawing from legal aid.

= =

Conclusions

The | egal services market is in a period o
position in that market is challenged on a number of fronts. New entrants and

business models are provoking greater competition. There is a building

expectation of more dramatic changes in the legal services market to come as the
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Legal Services Act reforms take hold. Although a relatively recent phenomenon,
legal aid volumes and revenues have been in decline in recent years. Legal aid
budget changes promise a more dramatic contraction across the board and the
virtual removal of legal aid in some areas of work. Changes in litigation funding,
especially changes to Conditional Fee Agreements, also suggest contractions in
revenue and case volumes. Even commercial client work is seeing greater
competition and shifts in business models. Whilst some of these changes can be
associated with a prolonged period of recession, they also suggest a period of
profound structural change in the legal services market. All of these factors make
the timing of this survey incredibly important, both as a snapshot of the current
shape of the solicitors’
compare future changes.

Key lessons from the survey include:

T Solicitor s’ rhcticesars undergang préfornd change.

1 The diminution in demand for legal services caused by the recession is
reflected in findings. Almost no sector has been untouched.

9 Other changes affecting private practice (e.g. changes in the regulatory
framework and legal aid) are also a major cause for concern among firms. For
example, almost a quarter of firms reported problems concerning changes in
legal aid.
In no area of practice was turnover increasing for a majority of firms.
Turnover and productivity (turnover per fee earner) in criminal practice is
notably in decline. This decline, based on declines in revenue and volumes
predates the reforms being implemented under the Legal Aid and Sentencing
of Offenders Act 2012. Criminal practice is noticeably less productive than
most other areas of law, but also criminal practitioners appear less able or
interested in developing exit strategies from criminal legal aid work.

1 In contrast, personal injury practice is benefiting from increased case
volumes. In general, personal injury firms appear to be advertising, growing,
and becoming more productive. This growth predates the implementation of
Lord Justice Jackson’s reforms whi
trends and accelerate the evolution of ABSs in personal injury (a suggestion
supported by our findings on interest in ABS/outside investment in personal
injury practice).

1 The notable decline in turnover associated with firms with large numbers of
repeat clients may be indicative of a squeeze on fees as firms have sought to
retain existing business and experienced clients have sought to exercise their
purchasing power. Modelling suggested repeat clients had a significant
relationship with decreased productivity independently of criminal practice.

1 Thirty-one per cent of legal aid firms reported considering leaving one or
more areas of legal aid work in the next 3 years. Considering leaving an area
of legal aid practice is not the same as actually doing so and hence some
caution must be exercised in interpreting this finding. However, some firms
undertaking legal aid work that will soon be largely removed from scope did
not report considering leaving any areas of legal aid work. This may suggest
that there is also a group of firms that have not yet considered the impact of
the legal aid reform on their business. Any follow-up survey will shed

E
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important light on what impacts the reforms will have on the providers of
legal aid.
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Statistical Appendix

This appendix sets out details of the complex statistical analyses undertaken as
part of this study.

Cluster analysis of areas of work

Hierarchical cluster analysis was used to attempt to group areas of work. More
specifically, analysis involved hierarchical cluster analysis, where classification
consists of a series of partitions. (Group) average linkage was used as the
clustering method, which is generally regarded as being relatively robust.123
Since the areas of work were binary, a similarity measure designed specifically
for binary data was chosen (in this case, Sokal & Sneath 5124 was used since it
produced a fairly coherent solution). Cluster analysis output is often illustrated
using a dendrogram (as shown in Figure A1), which illustrates the fusions or
divisions made at each stage of the analysis.

123 B.S, Everitt, S. Landau and M. Leese. Cluster Analysis (@ edition). London, Arnold (2001).
124 Squared geometric mean of conditional probabilities of positive and negative matches, ranging
from O to 1.
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Dendrogram using Average Linkage (Between Groups)
Rescaled Distance Cluster Combine
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Figure Al Dendrogram illustrating clustering of areas of practice

Models of productivity (turnover per fee earner)

Analysis

Three log-gamma generalized linear models were fitted to model productivity.
The first included all of the variables shown in Table 10 (Model 1a), with the

exception of thevaprablems Theedecond

variables (Model 1b). The third included all of the variables shown in Table 10
(Model 1c). The results in the text generally refer to the third model (as well as
reduced models containing solely the variable/variables under examination),
though output from all three is presented below for reference. As suggested in
the main text, models included main effects only (i.e. no interaction terms). These
models present three possible approaches to modelling productivity, though
there are many alternatives.125

125 A range of other approaches/variables were also trialed as part of developing the models. For
example, earlier models included interaction terms between binary areas of work and number of
areas of work, sum of areas of work more generally and percentage of advocacy conducted in
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The generalized linear model is a generalisation of ordinary least squared
regression.126 It consists of three elements; a probability distribution from the
exponential family, a linear predictor and a link function. The models used were
log-gamma regression models. The gamma distribution function was chosen
since productivity (pounds per fee earner)2? can only take positive values and is
highly skewed, with this reflected by the gamma distribution.’28 The linear
predictor incorporates information about the independent variables into the
model (i.e. see the variables presented in Table 10). The link function provides
the relationship between the linear predictor and the mean of the distribution
function. The log link is commonly used for response data which can take only
positive values on the continuous scale.l?? Analysis, was also restricted to
productivity values up to £1,000,000, to prevent unrealistic (erroneous) values
from exerting excessive influence.

Each explanatory variable has a reference category, to which other

categories are compared. For exampl e,

compared to L o n dcategory). ( Reference ratedoides eam leee
identified by the fact that they have an estimate of zero and no standard error in
the output tables. Positive coefficients (B) indicate an increase in productivity
compared to the reference category, while negative estimates indicate a decrease.
The Exp(B) term exponentiates the coefficient and aids in interpretation. The
exponentiated coefficient shows the proportion of the productivity of the
reference category that would be expected for each term in the model. For
example, the exponentiated coefficient of 0.760 would indicate that this group,
controlling for other variables, had 0.760 of the productivity of the reference
category. This would be equivalent to a 24% reduction in productivity. The p-
value can be used to determine whether any indicated increase/decrease in
productivity is statistically significant (i.e. is likely/not likely to be the product of
chance). P-values less than 0.05 are typically considered to indicate statistically
significant findings.

The most comprehensive productivity model (Model 1c) was also tested
for multicollinearity130 (i.e the result of strong correlations/interdependencies
bet ween independent I V' s) . Mul ti col |
including inflation of the variance of parameter estimates. Common cut-off points
where multicollinearity may start to be considered an issue are where the

house (though these terms had little relationship to productivity, or in the case of advocacy, did
not yield a coherent pattern).

126 See P. McCullagh and ]. A. Nelder, Generalized Linear Modeld.ondon: Chapman and Hall
(1989).

g, g. J. Bar ber and Sssionimbodelling af cost data:'udd oflgemdrapisede
l'inear mo d e | sJourngl @ ®H€akth) ServicBs(Regearch and Poligy197-204 and M.
Montez-Rat h, C. L. Christiansen, S. L. Ettner
statistical model s to compare ment al BNEMeditah
Research MethodologyAccessed at: http://www.biomedcentral.com/1471-2288/6/53.

128 For example, see J. W. Hardin and H. M. Hilbe, Generalized Linear Models and Extensionsgd(2
edition) Texas: College Station, Stata Press (2007).

129 Note, that this is not the same as log transforming the response variable (the traditional
approach to this type of data prior to generalized linear models). Here, the log link exponentiates
the linear predictor rather than log-transforming the response variable. This avoids difficulties of
interpretation associated with log-transformed responses (e.g. see Hardin and Hilbe (2007),
above, fn. 63).

130 This test also applies to the multinomial logit model of change in turnover.
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Variance Inflation Coefficient (VIF) exceeds 2.5.131 This is the number of times the
variance of the parameter estimate is increased due to multicollinearity as
compared to having no multicollinearity. In Model 1c there were only two

variables of any concern. First, the “prop
2.79 189 % 0%al clients’ and 8n48’' f ousi 8@Y
“0-%9 % | ocal clients’ as a reference categc
VIF's of 3.15 for ‘neither generalist or ni
as a reference category). Results are reported taking care to consider and account
for any interdependencies and their possible implications.
Statistical tables
Model 1a. Loggamma model of productivity (turnover per fee earner) on the basis
of the predictors presented in Table 10, excluding problems faced by firms.
B SE HypTO;?teS‘S Exp(B)
Variable name Levels Wald p
Constant 12.30 0.21 | 3449.1 | <0.001
Rural 0.00 -
Urban/ Rural Urban 003 | 006 | 024 | 062 | 097
Wales -0.20 0.08 6.17 0.01 0.82
South -0.08 0.05 2.08 0.15 0.92
Region North -0.20 0.06 12.97 | <0.001 0.82
East/Midlands -0.09 0.05 2.87 0.09 0.91
London 0.00 -
Unknown 0.13 0.12 1.21 0.27 1.14
Proportion of local 90% or more -0.07 0.06 1.18 0.28 0.93
clients 50%-89% -0.12 0.06 3.66 0.06 0.89
0%-49% 0.00 -
Proportion of clients 20%+ 0.25 0.07 11.03 | <0.001 1.28
outside jurisdiction Less than 20% 0.00 -
Unknown -0.07 0.08 0.73 0.39 0.94
Percentage old clients | 75%+ 0.06 0.05 1.62 0.20 1.06
Less than 75% 0.00 -
o . Unknown -0.07 0.08 0.73 0.39 0.94
?fl?i]i?;ﬂitza?:g;ents Organisations 0.06 005 | 1.62 | 020 | 106
N 50/50 -0.18 0.10 3.26 0.07 0.84
organisations —
Individuals 0.00 -
90% or more legal aid | Yes 0.06 0.08 0.52 0.47 1.06
clients No 0.00 -
Majority female Yes -0.12 0.05 7.37 0.01 0.88
partners No 0.00 -
Majority BAME Yes -0.21 0.06 | 12.90 | <0.001| 0.81
partners No 0.00 -

131 E.g P.D. Allison, P. D. Logistic Regression Using the SAS System: Theory and Applictioy

NC: SAS Institute (1999).




New Firm Yes -0.39 0.05 74.30 | <0.001 0.68
No 0.00 -

50% or more workin | Yes -0.17 0.08 3.90 0.05 0.85
wills No 0.00 -

50% or more workin | Yes -0.12 0.05 5.19 0.02 0.89
property No 0.00 -

50% or more workin | Yes -0.12 0.07 3.28 0.07 0.88
family No 0.00 -

50% or more workin | Yes 0.09 0.10 0.77 0.38 1.09
commercial No 0.00 -

50% or more workin | Yes -0.38 0.08 23.89 | <0.001 0.69
crime No 0.00 -

50% or more workin | Yes 0.25 0.08 9.41 0.00 1.29
PI No 0.00 -

50% or more workin | Yes 0.07 0.12 0.32 0.57 1.07
employment No 0.00 -

50% or more workin | Yes -0.52 0.09 34.35 | <0.001 0.59
immigration No 0.00 -

50% or more workin | Yes -0.63 0.32 3.76 0.05 0.53
debt collection No 0.00 -

Limited -0.08 0.07 1.30 0.25 0.92

Type of firm Neither -0.14 0.06 5.88 0.02 0.87
Broad 0.00 -

Networking Yes -0.01 0.05 0.03 0.85 0.99
No 0.00 -

. . Yes 0.10 0.04 7.30 0.01 1.11
Media advertising No 0.00 -

Outsource legal Yes -0.10 0.05 3.86 0.05 0.90
services No 0.00 -

Outsource IT Yes 0.17 0.04 20.84 | <0.001 1.18
No 0.00 -

Outsource Yes 0.03 0.04 0.83 0.36 1.04
accounting/finance No 0.00 -

Outsource other Yes 0.01 0.05 0.06 0.81 1.01
services No 0.00 -

Clients per fee earner 0.00138 | 0.0002 | 64.99 0.00 | 1.00139
Fee earners -0.00039 | 0.0006 | 0.37 0.55 | 0.99961

) No -0.64 0.18 12.11 | <0.001 0.53

Top 200 firm Ves 0.00 -

Model 1b. Loggamma model of productivity (turnover per fee earner) on the basis
of problems faced by firms.

B SE Hypothesis Test | Exp(B)
Variable name Levels Wald p
Constant 11.503 | 0.024 | 224142 | <0.001
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Yes -0.219 | 0.055 16.014 | <0.001 | 0.803
Cost of staff No 0.000 -
) Yes -0.212 | 0.073 8.294 0.004 | 0.809
Cost of premises No 0.000 -
. _ Yes -0.082 | 0.053 2.350 0.125 | 0.922
Availability of finance No 0.000 -
Yes 0.142 0.066 4.567 0.033 1.153
Obtaining investment 0.000 -
No
Complying with Yes 0.165 | 0.042 15.397 | <0.001 | 1.180
regulations No 0.000 -
Yes 0.059 | 0.042 1.973 0.160 1.061
Changes in legal aid 0.000 -
No
Yes 0.008 | 0.059 0.018 0.893 1.008
Legal competition 0.000 -
No
. Yes 0.098 | 0.071 1.886 0.170 1.103
Non-legal competition No 0.000 -

Model 1c. Loggamma model of productivity (turnover per fee earner) on the basis
of thefull range of predictors presented in Table 10.

B SE Hypothesis Test | Exp(B)
Variable name Levels Wald p
Constant 12.37 211 | 3443.63 | <0.001
Urban/ Rural Rural -0.02 .057 0.10 0.746 0.98
Urban 0.00 - 1.00
Region Wales -0.26 .082 10.04 0.002 0.77
South -0.11 .055 3.78 0.052 0.90
North -0.22 .056 15.35 | <0.001 0.80
East/Midlands -0.11 .055 4.10 0.043 0.89
London 0.00 - 1.00
Proportion of local Unknown 0.12 120 0.99 0.321 1.13
clients 90% or more -0.10 .063 2.30 0.129 0.91
50%-89% -0.13 062 4.49 0.034 0.88
0%-49% 0.00 - 1.00
Proportion of clients | 20%+ 0.23 .074 9.53 0.002 1.26
outside jurisdiction Less than 20% 0.00 - 1.00
Percentage old clients | Unknown -0.08 077 1.06 0.304 0.92
75%+ 0.07 .046 2.61 0.106 1.08
Less than 75% 0.00 - 1.00
Majority of clients Unknown 0.01 .089 0.03 0.872 1.01
individuals or Organisations -0.01 061 0.02 0.880 0.99
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organisations 50/50 -0.17 .097 2.93 0.087 0.85
Individuals 0.00 - 1.00
90% or more legal aid | Yes 0.04 .079 0.31 0.581 1.04
clients No 0.00 - 1.00
Majority female Yes -0.13 .046 8.30 0.004 0.88
partners No 0.00 - 1.00
Majority BAME Yes -0.19 .058 11.14 | <0.001 0.82
partners No 0.00 - 1.00
New Firm Yes -0.37 .045 67.08 | <0.001 0.69
No 0.00 - 1.00
50% or more workin | Yes -0.13 .085 2.42 0.120 0.88
wills No 0.00 - 1.00
50% or more workin | Yes -0.08 .054 2.19 0.139 0.92
property No 0.00 - 1.00
50% or more workin | Yes -0.11 .069 2.64 0.104 0.89
family No 0.00 - 1.00
50% or more workin | Yes 0.09 .098 0.77 0.381 1.09
commercial No 0.00 - 1.00
50% or more workin | Yes -0.40 .078 26.00 | <0.001 0.67
crime No 0.00 - 1.00
50% or more workin | Yes 0.27 .082 11.26 | <0.001 1.32
PI No 0.00 - 1.00
50% or more workin | Yes 0.09 .118 0.53 0.468 1.09
employment No 0.00 - 1.00
50% or more workin | Yes -0.47 .090 27.11 | <0.001 0.63
immigration No 0.00 - 1.00
50% or more workin | Yes -0.60 321 3.55 0.060 0.55
debt collection No 0.00 - 1.00
Type of firm Limited -0.08 .073 1.15 0.284 0.92
Neither -0.15 .059 6.70 0.010 0.86
Broad 0.00 - 1.00
Networking Yes -0.03 .051 0.30 0.582 0.97
No 0.00 - 1.00
Media advertising Yes 0.09 .038 6.07 0.014 1.10
No 0.00 - 1.00
Outsource legal Yes -0.09 .051 3.13 0.077 0.91
services No 0.00 - 1.00
Outsource IT Yes 0.16 .037 18.56 | <0.001 1.17
No 0.00 - 1.00
Outsource Yes 0.04 .038 1.33 0.248 1.04
accounting/finance No 0.00 - 1.00
Outsource other Yes 0.01 .046 0.07 0.798 1.01
services No 0.00 - 1.00
Clients per fee earner 0.00133 | .00017 | 60.45 | <0.001| 1.00134
Fee earners -0.00049 | .00063 0.60 0.438 | 0.99951
Top 200 firm No -0.72 184 15.32 | <0.001 0.49
Yes 0.00 - 1.00
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Cost of staff Yes -0.03 .052 0.31 0.577 0.97
No 0.00 - 1.00
Cost of premises Yes -0.22 .070 9.62 0.002 0.81
No 0.00 - 1.00
Availability of finance | Yes -0.06 .049 1.75 0.185 0.94
No 0.00 - 1.00
Obtaining investment | Yes 0.11 062 2.88 0.090 1.11
No 0.00 - 1.00
Complying with Yes 0.08 .040 3.79 0.052 1.08
regulations No 0.00 - 1.00
Changes in legal aid Yes 0.13 .045 8.19 0.004 1.14
No 0.00 - 1.00
Legal competition Yes -0.04 .055 0.61 0.434 0.96
No 0.00 - 1.00
Non-legal competition | Yes 0.10 .066 2.15 0.143 1.10
No 0.00 - 1.00

63




Model of change in turnover

Change in turnover was modelled using a multinomial logit model!32, using a range of predictor variables similar to model 1a above

(though excluding problems faced by firms as well as ‘" nmosel f i

was used since change in turnover was a categorical response variable. Multinomial logit models require one category of the response

variable to be chosen as a reference category. Il n t hi sentiatads e

coefficients) are then calculated for all predictor variables for each category of the response variable (Increase in turnover of more than
10%, increase of 1-10%, decrease of 1-1 0 %, decrease of over 10 %), excluding the
coefficient is perhaps the easiest to interpret in isolation, and corresponds to the change in odds of the response variable being in a
given category (e.g. increased by more than 10%) compared to the reference category (no change) associated with a particular predictor
variable (e.g. rural) compared to its reference category (e.g. urban). In the case of continuous predictor variables the association would
relate to a one unit change in the predictor variable (e.g. an increase of 1 fee earner).

The model has been split into two tables due to its size. The first deals with increases in turnover compared to the reference
category (no change) and the second with decreases in turnover.

Statistical tables

Model 2(first section). Multinomial logit model of change in turnover on the basis of a range of geographic, client and firm clesistats

Change in turnover (compared to a reference category of 'no change')
Increase over 10% Increase 1-10%
Variable Level B SE Z P Exp(B) B SE Z P Exp(B)
Constant 0.05 0.94 0.05 0.96 1.05 0.33 0.97 0.34 0.73 1.39
Urban/ Rural Urban 0.00 - 0.00 -
Rural 0.06 0.28 0.20 0.84 1.06 -0.32 0.32 -0.98 0.33 0.73
Region London 0.00 - 0.00 -

132 Further details of this type of model and its interpretation can be found in A. Agresti, Categorical Data Analysis (2 edition). New Jersey, Wiley (2002) or most
texts covering multivariate statistics in any detail.
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East/Midlands | -0.01 0.27 -0.05 0.96 0.99 0.15 0.30 0.48 0.63 1.16
North 0.14 0.27 0.51 0.61 1.15 0.20 0.31 0.64 0.53 1.22
South 0.16 0.26 0.61 0.54 1.18 0.29 0.30 0.97 0.33 1.34
Wales -0.56 0.46 -1.20 0.23 0.57 0.55 0.41 1.34 0.18 1.74
Proportion of local  [0%-49% 0.00 - 0.00 -
clients 50%-89% -0.28 0.29 -0.96 0.34 0.76 -0.45 0.35 -1.27 0.20 0.64
90% or more -0.46 0.30 -1.53 0.13 0.63 -0.29 0.36 -0.82 0.41 0.75
Unknown 0.45 0.53 0.84 0.40 1.57 -1.21 0.75 -1.61 0.11 0.30
Proportion of clients |Less than 20% 0.00 - 0.00 -
outside jurisdiction 209 + 0.15 0.34 0.42 0.67 116 | -040 | 044 | -091 | 0.36 0.67
Percentage old clients|Less than 75% 0.00 - 0.00 -
75%+ -0.15 0.23 -0.66 0.51 0.86 0.25 0.24 1.04 0.30 1.29
Unknown -1.16 0.44 -2.64 0.01 0.31 0.11 0.37 0.31 0.76 1.12
Majority of clients Individuals 0.00 - 0.00 -
individuals or 50/50 -0.04 | 051 -0.08 0.94 0.96 0.28 0.54 0.51 0.61 1.32
organisations Organisations 0.06 0.30 0.20 0.84 1.06 0.30 0.33 0.89 0.37 1.34
Unknown 0.12 0.41 0.30 0.77 1.13 -0.25 0.51 -0.50 0.62 0.78
90% or more legal  |No 0.00 - 0.00 -
aid clients Yes 0.33 0.36 091 0.37 1.39 -0.73 0.43 -1.68 0.09 0.48
Majority female No 0.00 - 0.00 -
partners Yes -0.06 0.23 -0.28 0.78 0.94 0.44 0.24 1.82 0.07 1.55
Majority BAME No 0.00 - 0.00 -
partners Yes 0.77 0.31 247 0.01 2.16 0.74 0.35 2.11 0.04 2.09
25% or more work in [No 0.00 - 0.00 -
wills Yes -0.75 0.29 -2.64 0.01 0.47 0.05 0.28 0.18 0.86 1.05
25% or more work in [No 0.00 - 0.00 -
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property Yes 0.01 0.26 0.04 0.97 1.01 -0.17 0.27 -0.62 0.54 0.85
25% or more work in [No 0.00 - 0.00 -
family Yes 012 | 026 | -045 | 0.65 0.89 0.01 0.28 0.03 0.97 1.01
25% or more work in [No 0.00 - 0.00 -
commercial Yes 0.48 0.40 1.21 0.23 1.62 -0.28 0.49 -0.57 0.57 0.76
25% or more work in [No 0.00 - 0.00 -
crime Yes 0.15 0.33 0.45 0.65 1.16 0.50 0.36 1.39 0.17 1.65
25% or more work in [No 0.00 - 0.00 -
Pl Yes 0.41 0.32 1.26 0.21 1.50 -0.43 0.40 -1.07 0.29 0.65
25% or more work in [No 0.00 - 0.00 -
employment Yes 0.29 0.50 0.58 0.56 1.34 -1.14 0.83 -1.38 0.17 0.32
25% or more work in [No 0.00 - 0.00 -
immigration Yes 0.81 0.47 1.72 0.09 2.26 1.41 0.49 2.87 0.00 4.12
25% or more work in [No 0.00 - 0.00 -
debt collection Yes 0.72 1.07 0.67 0.50 2.05 0.98 1.07 0.92 0.36 2.66
Type of firm Broad 0.00 - 0.00 -

Neither 0.02 0.37 0.06 0.96 1.02 0.11 0.41 0.27 0.79 1.12

Limited 0.29 0.36 0.80 0.42 1.34 0.56 0.40 1.39 0.16 1.75
Networking No 0.00 - 0.00 -

Yes -0.13 0.24 -0.55 0.59 0.88 0.19 0.25 0.75 0.46 1.21
Media advertising No 0.00 - 0.00 -

Yes 0.43 0.19 2.32 0.02 1.54 0.13 0.20 0.63 0.53 1.14
Outsource legal No 0.00 - 0.00 -
services Yes -0.19 0.25 -0.76 0.45 0.83 -0.13 0.28 -0.46 0.64 0.88
Outsource IT No 0.00 - 0.00 -
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Yes 0.71 0.18 3.97 0.00 2.03 0.48 0.20 2.40 0.02 1.62
Outsource No 0.00 - 0.00 -
accounting/finance |yes -0.24 0.18 -1.32 0.19 0.78 -0.60 0.22 -2.74 0.01 0.55
Outsource other No 0.00 - 0.00 -
services Yes 0.17 0.22 0.76 0.45 1.18 0.20 0.26 0.77 0.44 1.22
Top 200 firm Yes 0.00 - 0.00 -

No -0.91 0.82 -1.11 0.27 0.40 -1.58 0.81 -1.95 0.05 0.21
Fee earners -0.0005 | 0.0023 | -0.21 0.83 0.9995 (0.00043| 0.0022 0.2 0.85 |1.00043
Clients per fee earner 0.00024 | 0.00065| 0.37 0.71 |1.000240.00031|0.00073| 0.42 0.67 |1.00031

Model 2(second section). Multinomial logit model of change in turnover on the basis of a range of geographic, client and firm

characteristics
Change in turnover (compared to a reference category of 'no change')
Decrease 1-10% Decrease over 10%
Variable Level B SE Z P Exp(B) B SE Z P Exp(B)
Constant 0.20 1.04 0.19 0.85 1.22 -1.00 1.24 -0.81 0.42 0.37
Urban/ Rural Urban 0.00 - 0.00 -
Rural -0.28 0.31 -091 0.36 0.76 -0.06 0.24 -0.26 0.80 0.94
Region London 0.00 - 0.00 -
East/Midlands 0.67 0.31 2.16 0.03 1.96 -0.17 0.23 -0.76 0.45 0.84
North 0.41 0.32 1.26 0.21 1.50 -0.18 0.23 -0.78 0.44 0.84
South 0.61 0.31 1.93 0.05 1.83 -0.34 0.23 -1.48 0.14 0.71
Wales 0.86 0.41 2.07 0.04 2.36 -0.09 0.33 -0.28 0.78 091
Proportion of local  [0%-49% 0.00 - 0.00 -
clients 50%-89% -0.26 0.37 -0.69 0.49 0.77 -0.18 0.29 -0.62 0.53 0.83
90% or more -0.16 0.38 -0.44 0.66 0.85 0.14 0.30 0.46 0.65 1.15
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Unknown -1.07 0.89 -1.20 0.23 0.34 -0.66 0.68 -0.98 0.33 0.52
Proportion of clients |Less than 20% 0.00 - 0.00 -
outside jurisdiction 209 + -0.07 | 045 | -0.15 | 0.88 093 | -012 | 034 | -036 | 0.72 0.88
Percentage old clients|Less than 75% 0.00 - 0.00 -
75%+ 0.18 0.24 0.77 0.44 1.20 0.36 0.18 1.93 0.05 1.43
Unknown -0.10 0.39 -0.26 0.79 0.90 -0.30 0.33 -0.92 0.36 0.74
Majority of clients Individuals 0.00 - 0.00 -
individuals or 50/50 0.16 0.54 0.30 0.76 1.18 0.23 0.42 0.54 0.59 1.26
organisations Organisations 0.27 0.34 0.80 0.42 1.31 0.00 0.28 0.01 0.99 1.00
Unknown -1.15 0.78 -1.47 0.14 0.32 0.05 0.38 0.13 0.90 1.05
90% or more legal  |[No 0.00 - 0.00 -
aid clients Yes -0.12 0.44 -0.27 0.79 0.89 -0.07 0.32 -0.22 0.82 0.93
Majority female No 0.00 - 0.00 -
partners Yes -0.06 0.26 -0.24 0.81 0.94 -0.03 0.20 -0.15 0.88 0.97
Majority BAME No 0.00 - 0.00 -
partners Yes 0.33 0.39 0.83 0.41 1.39 0.80 0.29 2.82 0.01 2.23
25% or more work in [No 0.00 - 0.00 -
wills Yes -0.03 | 025 | -011 | 092 097 | -027 | 021 | -128 | 0.20 0.76
25% or more work in [No 0.00 - 0.00 -
property Yes 0.14 0.27 0.51 0.61 1.15 0.40 0.22 1.84 0.07 1.49
25% or more work in [No 0.00 - 0.00 -
family Yes -0.13 0.27 -0.46 0.64 0.88 -0.16 0.22 -0.72 0.47 0.85
25% or more work in [No 0.00 - 0.00 -
commercial Yes -1.22 0.64 -1.92 0.06 0.29 0.13 0.38 0.34 0.73 1.14
25% or more work in [No 0.00 - 0.00 -
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crime Yes 0.20 0.37 0.54 0.59 1.22 0.65 0.28 2.30 0.02 1.91
25% or more work in [No 0.00 - 0.00 -
PI Yes -1.22 0.48 -2.52 0.01 0.30 -0.40 0.33 -1.22 0.22 0.67
25% or more work in [No 0.00 - 0.00 -
employment Yes -0.14 0.66 -0.21 0.83 0.87 -0.14 0.53 -0.27 0.79 0.87
25% or more work in [No 0.00 - 0.00 -
immigration Yes 1.17 0.53 2.22 0.03 3.24 0.99 0.43 2.31 0.02 2.69
25% or more work in [No 0.00 - 0.00 -
debt collection Yes -11.94 | 376.82 | -0.03 | 0.98 0.00 0.52 0.96 0.55 0.59 1.69
Type of firm Broad 0.00 - 0.00 -

Neither 0.19 0.40 0.46 0.64 1.20 0.17 0.33 0.50 0.62 1.18

Limited 0.00 0.42 0.00 1.00 1.00 0.28 0.33 0.84 0.40 1.32
Networking No 0.00 - 0.00 -

Yes -0.39 0.28 -1.39 0.17 0.68 -0.14 0.22 -0.64 0.52 0.87
Media advertising No 0.00 - 0.00 -

Yes 0.23 0.20 1.15 0.25 1.26 0.00 0.16 0.00 1.00 1.00
Outsource legal No 0.00 - 0.00 -
services Yes 0.03 0.27 0.12 0.91 1.03 -0.17 0.22 -0.74 0.46 0.85
Outsource IT No 0.00 - 0.00 -

Yes 0.37 0.20 1.85 0.06 1.44 0.42 0.16 2.67 0.01 1.52
Outsource No 0.00 - 0.00 -
accounting/finance |yes -0.22 0.21 -1.06 0.29 0.80 -0.17 0.16 -1.03 0.31 0.85
Outsource other No 0.00 - 0.00 -
services Yes 0.31 0.25 1.21 0.23 1.36 -0.11 0.21 -0.53 0.60 0.89
Top 200 firm Yes 0.00 - 0.00 -
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No -1.67 0.87 -1.92 0.05 0.19 0.52 1.14 0.46 0.65 1.69
Fee earners -0.0014 | 0.0031 | -0.45 0.65 [0.99861|-0.00063|0.00377| -0.17 0.87 [0.99937
Clients per fee earner 0.00035(0.00067| 0.53 0.60 [1.00035|0.00095|0.00052| 1.83 0.07 |1.00095

Models of withdrawal from legal aid

Likelihood of firms suggesting they were considering withdrawing from an area of legal aid was modelled on the basis of number of fee

earners (continuous variable), percentage of legal aid clients (continuous variable), type of firm (broad, limited or neither), whether the

firm had a majority of female partners, whether the firm had a majority of BAME partners and area of legal aid work. Two models were

fitted treating area of legal aid work differently. The first including indicators for each of 14 types of legal aid work (Model 3a), and the

second (Model 3b) a coll apsed ‘“area of | egal aid wor k'’ gisti@ar i abl
regression models.133

Statistical table

Models 3a and 3b. Binangpgistic regression models of whether or not firms were considering withdrawing from areas of 1&gal

Model 3a Model 3b
Variable Levels B SE p Exp(B) B SE p Exp(B)
Constant -431 | .299 | .150 .650 -759 | 402 | .059 | .468
Number of fee earners - -004 | .004 | .310 996 -.015 .007 | .045 985
Percentage of legal aid clients | - -009 | .003 | .005 991 -012 | .004 | .001 .988
Type of Firm Broad 0 - 0 - .898
Neither .288 266 | .278 | 1.334 | .113 293 | .699 | 1.120

133 Details on interpretation can be found in the majority of statistics texts dealing with multivariate analysis.
134 The most comprehensive withdrawal model (Model 3a) was tested for multicollinearity. Only a single term produced a VIF in excess of 2.5 (type of firm —
limited) and the value was only slightly higher (2.52). Overall, there was little evidence of multicollinearity.
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Limited .198 346 | .567 | 1.219 172 377 | .648 | 1.188
Majority of female partners No 0 - 0 -
Yes .023 230 | 921 | 1.023 | -195 | .245 | .428 823
Majority of BAME partners No 0 - 0 -
Yes -257 | 299 | .390 773 -261 | 296 | .377 770
Current area of legal aid work | Crime -478 | .183 | .009 620 - - - -
Family 547 190 | .004 | 1.729 - - - -
Clinical negligence -192 | 427 | .653 825 - - - -
Housing -166 | .284 | .559 847 - - - -
Immigration -.302 390 | .439 .740 - - - -
Welfare benefits 421 408 | .302 | 1.524 - - - -
Employment -625 | .398 | .117 536 - - - -
Mental health -638 | 407 | 117 528 - - - -
Debt .095 342 | 781 | 1.100 - - - -
Consumer and general contract 292 367 | 426 | 1.339 - - - -
Education -559 | .868 | .520 572 - - - -
Community care 231 737 | .754 | 1.260 - - - -
Police .049 404 | 903 | 1.050 - - - -
Public law .069 348 | 843 | 1.071 - - - -
Area of legal aid work Crime - - - - 0 -
(reduced) Civil - - - - 1.002 | .271 | .000 | 2.722
Crime and civil .808 276 | .003 | 2.243
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Additional Tables

This appendix sets out a selection of supplementary tables.

Table AL. Areas of work by size of firm
Area of work
undertaken (10%-+)

Size of firm (number of solicitors)

2-5  6-12  13-40  40-170
Crime 15%  43% 29% 11% 1% 0%
Personal injury 20% 38%  19% 16% 6% <1%
Wills, trusts and probate 260  45% 19% @ 9% 2%  <1%
Family 22%  42%  24% 10% 2% <1%
Property/planning 25% 44% 18% 9% 3% <1%
Employment 30% 34% 19% 10% 5% 2%
Immigration 29% 62% 8% 1% 0% 0%
Commercial/Corporate 29%  27% 17% 16% 9% 3%
Debt collection 45% 34%  12% 6% 2% 1%

Area of work
undertaken (10%-+)

Crime

Personal injury

Wills, trusts and probate
Family
Property/planning
Employment
Immigration
Commercial/Corporate
Debt collection

Table A2. Areas of work by proportion of local clients

Percentage of local clients

0-49% 50-89%
6% 24%
23% 33%
7% 29%
6% 26%
7% 32%
15% 34%
14% 42%
25% 41%
21% 32%

Table A3Size of firm by whether or not firm is new

Number of solicitors

2-5
6-12
13-40
41-170
171+

70%
45%
64%
68%
61%
51%
44%
35%
47%

Old firms New firms
N % of N % of
firms firms
466 29.1 201 50.0
682 42.5 160 39.8
278 17.3 33 8.2
123 7.7 8 2.0
43 2.7 0 0.0
12 0.7 0 0.0



Table A4. Percentage of firms reporting change in turnover by size of firm
Change in turnover

Size of firm (solicitors) +10% or -10% or
more +1-10% = -1-10% more
Broad practice 19.3% 12.7% 33.5% 12.7% 21.8%
Neither 17.6% 12.0% 26.8% 14.0% 29.6%
Narrow practice 24.4% 13.6% 24.7% 8.1% 29.2%
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Details of the Survey

1. Methodology

Overview

The survey was an ad hoc study of s 0 | i cfirnts m England and Wales. It was
decided that the survey should focus on s
biggest sector of the supply of reserved legal services and are most likely to be

impacted by recent reforms to the legal services market (e.g. the introduction of

alternative business structures and the legal aid reforms). The survey was

conducted by a CATI (Computer Assisted Telephone Interviewing) methodology

with a sample of all solicitor firms in England and Wales.

1 2,007 interviews were conducted. Fieldwork took place from 1 May to 1 June
2012

Sampling

Sample was provided by the Law Society. For the main stage of the survey TNS-
BMRB sampled 6,000 firms. The sample was stratified by whether a firm
provided Legal Aid services or not, and by size of firm. The size of firm was
stratified in the following manner:

Sole Practitioner/Small Firm: 1 to 5 solicitors
Medium Firm: 6 to 40 solicitors
Large Firm: >40 solicitors

A disproportionately high number of firms that provided Legal Aid, and
firms with 40 or more solicitors were sampled. These groups were oversampled
in order to boost the number of Legal Aid firms, and large firms in the survey as
these were considered key analysis groups.

After the sample was processed, with duplicate records and invalid
telephone numbers removed, there were 5,796 individual sample records issued
for the survey.

The issued sample was stratified as below:

Small Medium Large

Legal Aid 1321 955 85

No Legal Aid 2740 519 176
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Questionnaire
The questionnaire was on average 22 minutes in length.

The questionnaire was produced following a process of cognitive testing,
and piloting, with all parties involved in its development and revision following
each stage of the process.

The structure of the questionnaire was:
Organisation composition and structure
Organisation revenue

Organisational change

Profile of clients

Issues facing the business

= =2 =2 A A -2

Perspectives on changes in the industry (for legal aid firms)

The final SPSS dataset included information collected from the survey as well as
REGIS data that was matched onto the SPSS dataset.

The named contact (typically a senior or managing partner) of each firm
was sent an advance letter informing them that TNS-BMRB would be contacting
them and explaining what the research would cover. In addition to the letter,
they were sent a datasheet, which they were asked to complete prior to the
interview.

The datasheet included a number of detailed questions from the
questionnaire that the respondent would need to look up in advance. The
questionnaire development stages (cognitive testing and CATI pilot) identified
that law firms were having some difficult answering questions without prior
notification. The datasheet was used to boost accuracy of responses, and to
reduce the length of the questionnaire.

Response Rate
The contactable response rate was 48%. This was calculated by:

Completed interviews
(Total sample - (Ineligible records + Unused sample + Non-contact!3>)

Weighti ng
Weighting was used to ensure survey respondents are representative of the
population to which they are generalising.

In order to create the final weight there were two main processes in the
weighting; design weights and non-response weights. The cells used for the
design and non-response weights were the same as for the sample selection.

135 There were 1369 cases where contact was not made with a senior or managing partner at a
law firm during the fieldwork period
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Small

Medium

Large

Legal Aid

Al

Bl

C1

No Legal Aid

A2

B2

C2

Total (A1+A2+B1+B2+C1+C2)

The design weights take account for the probability of a firm being selected in

the main stage sample.
The non-response weighting was used in the survey to deal with any

differential response rates. The final weight was calculated by Design

weight*Non Response Weight.

Issued Sample

Small Medium Large
Legal Aid 1321 955 85
No Legal Aid 2740 519 176
Total (5796)
Unweighted Survey
Small Medium Large
Legal Aid 447 306 17
No Legal Aid 1052 155 30
Total (2007)
Weighted Survey
Small Medium Large
Legal Aid 315 227 18
No Legal Aid 1195 216 36
Total (2007)

The final weight applied has a design effect of 1.05 and leads to an

effective sample size of 1908.
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2. Questionnaire

Good morning/afternoon, please can I speak to [INSERT NAME]?

Good morning/afternoon, my name is ........ calling from TNS-BMRB, an independent research
agency.

We are conducting a survey of law firms in England and Wales on behalf of The Law Society (in
collaboration with the Legal Services Board and the Ministry of Justice) to assess the effects on

firms of the significant regulatory, legal aid and structural changes occurring in the sector.

You should have received a letter from the Law Society explaining about the survey and asking
for your cooperation

IF NECESSARY —check email address and resend letter
IF NECESSARY: The interview should take around 20 minutes. It will be conducted in accordance
with the rules of the Market Research Society. We guarantee that all your answers will be kept

confidential.

Is now a good time to ask you some questions?

IF REFERRED TO ANOTHER RESPONDENT- TRANSFER AND REINTRODUCE

IF NAMED CONTACT NOT CONTACTABLE/NO REFERRAL PROVIDED
Can [ speak to a senior or managing partner at this firm?

We are conducting a survey of law firms in England and Wales on behalf of The Law Society (in
collaboration with the Legal Services Board and the Ministry of Justice) to assess the effects on
firms of the significant regulatory, legal aid and economic changes occurring in the sector.

We have a letter from the Law Society explaining about the survey which we would like to email
to you. Please can I have your email address?

RECORD EMAIL ADDRESS AND CAREFULLY RECHECK
The letter from the Law Society will be emailed to you shortly. When will it be convenient to call
you back to complete the interview?

IF NECESSARY: The interview should take around 20 minutes. It will be conducted in accordance
with the rules of the Market Research Society. We guarantee that all your answers will be kept
confidential.

Yes — CONTINUE

No, but want to take part — MAKE APPOINTMENT OR GENERAL CALLBACK

No . don’'t waiASKS1t—8to OBTAINREASAN FOR REFUSAL CLOSE AND CODE AS
REFUSED

Plus usual list of other outcome codes

IF ARRANGED APPOINTMENT FOR INTERVIEW- READ OUT
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As mentioned in the Law Society’'s letter it wildl
included with the letter or have your SRA RF1 2010/11 form available during the interview. This
was the form you completed as part of the 2011/12 renewal process

Staffing and volume of work

Il d like to start by as Kk istaffing apndthe ansounf oEworkgoure st i on s
firm undertook in the financial year 2010/11-t hat ' s t he year ending 5 Apri
available year if you firm is not using the standard year.

ADD IF NECESSARY: if this is not available or appropriate for your firm, please provide this

information for the current year to date

C3.(Q3.2) How many Equity Partners were in the firm at the end of the financial year
2010/11? RECORD NUMBER

Equity Partners
Don' t Know
Refused

C4a How many support staff, by this | mean non-fee earners, were in the firm at the end of

the financial year 2010/11? This question was on the data sheet sent with the letter.

RECORD NUMBER

02/ -04 )& . %#%33!29d )& UIO AI180 ETix OEA A@AAOD

Support staff
Don’' t Know
Refused

C4b and how many of these support staff were part time employees ? This question was on

the data sheet sent with the letter.

RECORD NUMBER

02/ -04 )& . %#%33!29d )& UIO AI180 ETix OEA A@GAAOD

Part time support staff
Don’t Know
Refused

CHECK C4b not greater than C4a

C5 And thinking now about your fee earning staff that were in the firm at the end of the
financial year 2010/11, how many of your fee earners were part  -time? This question was
on the data sheet sent with the letter.

RECORD NUMBER ) o i X o
02/ -04 )& . %#%33!129d )& UIO Ai180 ETix OEA A@gAAOD

Part time fee earners
Don’' t Know
Refused

IF DONT KNOW PROMPT

C5a well could you tell me approximately what proportion of fee earning staff were part-time
PROMPT AS NECESSARY WITH RANGES

<10%

10-24%

25-49%

50-74%

More than 75%

Don't Know
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Refused

C6 | would now like to ask you about the ethnic breakdown of all the staff in the firm at the
end of the financial year 2010/11. Did you have any staff in the following ethnic groups?
READ OUT CODE ALL THAT APPLY (This question was on the data sheet sent with the
letter).

C6a Before you give me the breakdown, can | just check, are the figures you are going to

give taken from the firms official records or is this just your assessment?

From official records
Respondent assessment
Refused (do not read out)

If from official records, ask C6b

If based on assessment by the interviewee, ask C6c

C6b How many or what proportion of your sta ff are .. ASK FOR EACH GROUP MENTIONED

IN QC6 (This question was on the data sheet sent with the letter).
RECORD EITHER NUMBER OR %

02/ -04 )& . %#%33129q )A UIO AlT1806 ETix OEA AgQA
Cé6 Cé6a
Number of %
staff Of staff

White

Black

Asian

Mixed

Chinese or other

Don’ t know

Refused

Sum 100%

If PERCENTAGE BREAKDOWN CHECK ADDS TO APPROXIMATELY 100% (90-110%)

C6c How many or what proportion of your staff are ..

RECORD EITHER NUMBER OR %

PROMPT) & . %# %33!29d )& UI 6O Ai160 Eiix OEA A@gAAO
Cé6 Céa
Number of %
staff Of staff

White

Black

Asian

Other

Don’t know

Refused

Sum 100%

If PERCENTAGE BREAKDOWN CHECK ADDS TO APPROXIMATELY 100% (90-110%)
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SECTION D: Organisation revenue

D1. (Q1.2) What was your firm's total gross fees for the complete accounting period
2010/11 (or equivalent) arising from work undertaken in England and Wales?
This question was on the data sheet sent with the letter.

This should be the same figure provid ed to the SRA for the 2011/12 renewal
process, which gives the gross fee income for 2010/11

WRITE IN AMOUNT £

(REGIS variable name 'Total Turnover")
Don’t Know

Refused

)& $p E $1180 +11 xT2AEO0AA
D1b In that case could you tell me which of these bands your gross fee income falls into?

Between £0 and £99,999

Over £100,000 but not more than £199,999
Over £200,000 but not more than £399,999
Over £400,000 but not more than £999,999
Between £1 million and £1.9 million

More than £2 million

Don’ t know

Refused

D2 Does your firm have any offices outside of England and Wales ?

Yes

No

Dont know
Refused

ASK D2c IF OFFICE OUTSIDE OF England and Wales

D2c  What was your firm's total ‘gross fee income' arising from work undertaken by
your offices outside of England and Wales for the year 2010/117?
(Year to date if not available)

WRITE IN AMOUNT £
Don’ t Know

Refused

IF D2c =Dont Know/Refused

D2d In that case could you tell me which of these bands your gross fee income falls into?
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Between £0 and £99,999

Over £100,000 but not more than £199,999
Over £200,000 but not more than £399,999
Over £400,000 but not more than £999,999
Between £1 million and £1.9 million

More than £2 million

Don't know

Refused

D3. Did your firm derive any income from non -legal services in the financial year
2010/11 or equivalent.

ADD IF NECESSARY: by non-legal services we mean services of a type not provided by solicitors
or notaries

Yes

No

Don't Know

Refused

D6. (Q1.3)
Did you undertake any work funded by legal aid in financial year 2010/11?

Yes

No

Don’ t Know

Refused

(% TOTAL TURNOVER FUNDED BY LEGAL AID AVAILABLE FROM DATA MATCHING)

(USE WHETHER FIRM UNDERTAKES ANY WORK FUNDED BY LEGAL AID AS FILTER IN OTHER
QUESTIONS)

81



SECTION E: Organisational change

ASK IF FIRM WAS PRACTICING IN 2007/08 (OTHERS ASK E1B)

y8A T1x 1EEA O OAITE AOEAZEI U AAT 6O EI x OEA
three years

El. Compared with 3 years ago, has the total 'gross fee income' from legal services
increased, stayed the same, or decreased?

1'$$ )& . %#%33! 299 OEAOGEO AT i PAOET ¢ OEA MEAA
IF INCREASE/DECREASEHs the increase/decrease 10% or more or less than 10%

Increased by more than 10%

Increased by 1-10%

Remained the same

Decreased by 1-10%

Decreased by more than 10%

Don’t

Refused

If Firm not practising in 2007/08

E1B Was this firm trading under a different name in financial year 2007/08 and is effectively still
the same firm, or is this a new company that has been established since financial year 2007 /087

Trading under different name, effectively still the same firm

New company (established since after the start of financial year 2007/08)
DO NOT READ OUT: Firm was trading before financial year 2007/08
Don’t Know

Refused

IfE1B=1/3
E1C
Compared with 3 years ago, has the total 'gross fee income' from legal services increased,

stayed the same, or decreased?
I'$$ )& . %#%33! 299 OEAOGEO AT i DPAOET ¢ OEA MEAA
IF INCREASE/DECREASHs the increase/decrease 10% or more or less than 10%
Increased by more than 10%
Increased by 1-10%
Remained the same
Decreased by 1-10%
Decreased by more than 10%

Don’ t
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Refused

IF E1/E1C INCREASED/DECREASED

E2 (Q2.4/7) Have any of the following external factors had an effect on your firm? READ
OUT CODE ALL THAT APPLY

Expansion or contraction in certain practice areas

Expansion or contraction in certain geographic areas

Changes in means of delivery (e.g. increased online delivery)

Changes in average fees charged by other firms/across the market

Changes in law

Changes in legal aid

Other businesses (not law firms) providing legal services e.g. will writing,
compensation claims

Increased awareness or willingness of consumers and business to use legal services
Other — please specify

None
Don’'t Know
Refused

E3

What actions have these factors resulted in your firm tak ing?

READ OUT CODE ALL APPLY

INTERVIEWER NOTE: If respondent has said something has increased, do not read out decreased

option (e.g. if E3=3 ‘Ineneased sumbér empl|l pgethabgnt
notreadoutE3_ 4—* Decr e as e fipermanenbfeee aoni ng staff employed by

Changed areas of practice

Expanded or withdrew from certain geographic areas
Increased number of fee-earning staff employed by the firm
Decreased number of fee-earning staff employed by the firm
Invested in new technology

Reduced investment in new technology

Expanded premises or moved to new premises

Reduced size of premises or moved to alternative premises
Increased level of fees charged by the firm

Decreased level of fees charged by the firm

Changed method of charging (e.g. to fixed fees, conditional fees)
Changed profits distributed to partners

Merged with another company or split off part of the firm
Other — SPECIFY

Don't Know

Refused
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If E3=Method of charging:

El4a
Over the past year, has your firm increased or decreased the payments it receives
through:

Private funding
Insurance claims
Trade Unions
Third party funding
Increased
Decreased
No change
Don’ t Know
Refused

If E3=Method of charging:

E14b
Over the past year, has your firm increased or decreased the payments it receives
through

Fixed fees
Hourly rates
No Win No Fee arrangements (e.g. CFAs, Damage Base Contingency Fees)
Any other method of charging
Increased
Decreased
No change
Don’dw Kn
Refused

If E14b=Any other method of charging

What other method of charging have you used?

84



SECTION F: Client profile

2%'$ /54d )86A Tix 1TEEA Oi AOE Ui O A Z£Ax NOAOOEII

D8. (Q2.14) approximately how many clients did your firm provide services to during the
financial year 2010/11 including any legal aid work?

ADD IF NECESSARY: your best estimate of roughly how many you had is fine. This question
was on the data sheet sent with the letter.

WRITE IN NUMBER OF CLIENTS
DON" T KNOW
REFUSED

D8a Well in that case which of the following bands is the closest estimate?
READ OUT —SINGLE CODE ONLY

Under 150

150- 299

300-499

500-999

1000-1499

1500+

Don’ t know
Refused

We are also interested in finding out where your clients are based geographically.

F1. (1.6)Were any of the clients you worked for in the financial year 2010/11 from..?  This
guestion was on the data sheet sent with the letter. READ OUT —CODE ALL THAT
APPLY

F 1 aand approximately what proportion of your clients were from ASK FOR EACH AREA
MENTIONED IN F1. RECORD %
PROMPT IF NECESSARY: your best estimate is fine

F1 Fla
Clientsin | %
area Of client s

The <INSERT GOR>region

The rest of England and Wales

Scotland and Northern Ireland

European Union

Rest of the World

$1 160 ETI x

Refused

301 6 100%

CHECK PERCENTAGE BREAKDOWN ADDS TO APPROXIMATELY 100% (90-110%)

ASK ALL

F2. Do you have any clients in the following categories.... This question was on the data
sheet sent with the letter. READ OUT —CODE ALL THAT APPLY

F2a. (Q5.1) Approximately what proportion of the clients your firm worked for in the
financial year 2010/11 ( or year to date) came from ASK FOR EACH CATEGORY OF CLIENT
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RECORD %
PROMPT IF NECESSARY: your best estimate is fine

F2 Clients in group F2a % of clients

Legal aid clients

Individual fee paying clients

Small businesses (fewer than 50 employees)

Larger businesses (more than 50 employees)

Other clients (e.g. public sector bodies,
charities, trade unions, etc)

Don’ t Know

Refused

Sum 100%

CHECK PERCENTAGE BREAKDOWN ADDS TO APPROXIMATELY 100% (90-110%)

F3(Q5.2)andwereanyof OEA Al EAT OO0 Ui 6O EEOI x1 OEAA &£ O E1 OEA
This question was on the data sheet sent with the letter. READ OUT CODE ALL THAT APPLY
F3a Approximately what proportion of these clients were.. ASK FOR EACH CATEGORY ?

RECORD %
PROMPT IF NECESSARY: your best estimate is fine

F3 clients in group F3a % of clients

0ld clients for whom you worked before

New Clients who had come from
recommendations or referrals

New clients from online contacts e.g. website

New clients from other sources (such as
people walking in off the street or telephone
enquiries)

Don’'t Know

Refused

Sum 100%

CHECK PERCENTAGE BREAKDOWN ADDS TO APPROXIMATELY 100% (90-110%)

IF F.3 'New Clients —recommendations or referrals'>0F4 (Q5.3)  You mentioned that some
of your new clients come via recommendations or referrals - what were the sources of
these?

PROBE: from where does the firm get its clients?

PROMPT AS NECESSARY

CODE ALL THAT APPLY

Personal recommendation
Professional referral

Referral from commercial firm
Membership of panel

Membership of a network

Other, please specify [OPEN TEXT BOX]
Don’ t -IMONOTWREAD OUT
REFUSED
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F6. (4.13) How does your firm advertise its services?
PROBE: How else does the firm advertise its services

PROMPT AS NECESARY

CODE ALL THAT APPLY

Do not advertise services - reliant on word of
mouth/recommendations

Broadcast media (TV, radio, or cinema)

Local press/magazines

National press/magazines

Adverts in listings (e.g. Yellow Pages Yell.com)
Posters

Sponsorship

Online

Other

Don' t Know
refused

If F6 = Online

F7 (Q5.11) Where does your firm advertise online?
PROMPT AS NECESSARY

CODE ALL THAT APPLY

Have own website
Sponsored links

Legal networks websites
Other - Please state
Don’ t Know
Refused

F8 Is your firm currently a member of any membership networks (for example
gualitysolicitors.com or highstreetlawyer.com)

Yes

No

Don’ t Know
Refused

Areas of work

YOA T1x T EEA O AEQAKO®DfindéndertdkdsET OUDAO T A&

Categories will be provided in sample —only categories accounting for 10%+ of gross income will
show on screen. F8 will be check question

F8. (Q2.1) can | just check, did your firm undertake work in the following areas in the
financial year 2010/11 (or in the year to date)? READ OUT AND CODE YES OR NO
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RO Ul D W -

21
22
23
24
25
26

CATEGORIES SHOWN WILL BE AS PER SAMPLE ONLY CATEGORIES GREATER THAN
10% AS DEFINED IN SAMPLE WILL BE SHOWN

Arbitration and alternative dispute resolution
Bankruptcy / insolvency

Children

Commercial/corporate work for listed companies
Commercial/corporate work for non-listed companies and other
Consumer

Criminal

Debt collection

Discrimination / civil liberties / human rights
Employment

Family/matrimonial

Financial advice and services (regulated by FSA)
Financial advice and services (regulated by SRA)
Immigration

Intellectual property

Landlord and tenant (commercial and domestic)
Other Litigation

Mental health

Other Non-litigation

Personal injury

Planning

Probate and estate administration

Property —commercial

Property —residential

Social welfare

Wills, trusts and tax planning

F8a Did your firm undertake significant amounts of work in any other areas in the financial year
2010/11. By significant amount we mean areas of work that accounted for 10% or more of your
gross fee income

Yes
No
Don

Tt know

Refused

If nothing is greater than 10% in sample

F8a2

'Did your firm undertake significant amounts of work in any area of law in the financial year
2010/11. By significant amount we mean areas of work that accounted for 10% or more of your
gross fee income"

Yes
No

Don' t know
Refused

If 8a or F8a2=yes
F8b In what other areas did your firm undertake work in 2010/11 that made up a significant
amount of your gross income (by this I mean 10% or more)?

PROMPT AS NECESSARY — CODE ALL APPLY

88



ONLY AREAS NOT MENTIONED IN F8 TO APPEAR

1 Arbitration and alternative dispute resolution

2 Bankruptcy / insolvency

3 Children

4 Commercial/corporate work for listed companies
5 Commercial/corporate work for non-listed companies and other
6 Consumer

7 Criminal

8 Debt collection

9 Discrimination / civil liberties / human rights
10 Employment

11 Family/matrimonial

12 Financial advice and services (regulated by FSA)
13 Financial advice and services (regulated by SRA)
14 Immigration

15 Intellectual property

16 Landlord and tenant (commercial and domestic)
17 Other Litigation

18 Mental health

19 Other Non-litigation

20 Personal injury

21 Planning

22 Probate and estate administration

23 Property —commercial

24 Property —residential

25 Social welfare

26 Wills, trusts and tax planning
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F9. (Q2.1a) In terms of gross fee income (for legal service), what proportion of the gross fee
income fell into each of these categories in the financial year 2010/11 (or in the equivalent year)?
You provided this information in your 2010/11 Practice Return and this question was on the

data sheet sent with the letter. Again we are only asking about areas of work accounting for 10%
or more of your gross income

PROMPT WITH AREAS OF WORK CODED AT F8/F8a ONLY CATEGORIES GREATER THAN 10%

AS DEFINED IN SAMPLE AND MENTIONED AT F8b WILL BHOWN

ENTER PERCENTAGE

1 Arbitration and alternative dispute resolution

2 Bankruptcy / insolvency

3 Children

4 Commercial/corporate work for listed companies
5 Commercial/corporate work for non-listed companies and other
6 Consumer

7 Criminal

8 Debt collection

9 Discrimination / civil liberties / human rights
10 Employment

11 Family/matrimonial

12 Financial advice and services (regulated by FSA
13 Financial advice and services (regulated by SRA)
14 Immigration

15 Intellectual property

16 Landlord and tenant (commercial and domestic)
17 Other Litigation

18 Mental health

19 Other Non-litigation

20 Personal injury

21 Planning

22 Probate and estate administration

23 Property —commercial

24 Property —residential

25 Social welfare

26 Wills, trusts and tax planning

Don't know
refused
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ASK ALL
F10 Has your firm moved into or out of any major area of work within the last
3 years?

Yes - Moved into new area

Yes- Withdrawn from area of work

No

Don’'t know

Refused

IF YES AT F10

F10a Whatarea have you moved into/withdrawn from
PROMPT AS NECESSARY CODE ALL THAT APPLY

Children and family

Criminal litigation

Civil litigation

Commercial and residential property
Other commercial /corporate work
Other non litigation work

Don't know

Refused

IF F10= MOVED INTO NEW AREAS

F11 (q7.8) You mentioned that you had moved into new practice areas in the last few
years, in your firms experience, how long did it take to fully establish a new practice area?

WRITE IN MONTHS/YEARS
Don’' t -lDONOWREAD OUT
REFUSED
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IF UNDERTAKE LEGAL AID WORK (D6)
F13 Turning now to the legal aid work your firm currently undertakes - is your firm
considering withdrawing from any areas of legal aid work in the next 3 years?

Yes

No

$1T 178060 +11 x
Refused

ASK IF F13=YES

F13LA

Which of the following areas of legal aid work is your firm considering withdrawing from

in the next 3 years?

ADD IF NECESSARY: We are interested in any areas you might withdraw from even if this is
not fully decided

READ OUT — CODE ALL THAT APPLY

Crime

Family- public

Family —private

Personal Injury

Clinical Negligence
Housing

Immigration: Asylum
Immigration: Non Asylum
Welfare Benefits
Employment

Mental Health

Debt

Consumer and General Contract
Education

Community Care

Actions against the Police
Public Law

Don’t know
Refused

IF CONSIDERING WITHDRAWING FROM ANY AREAS AT F13
F13a When do you think you will start withdrawing from this area/these areas? Have you..
READ OUT CODE ONE ONLY

Already started withdrawing

Are planning to start withdrawing in next year

Are planning to start withdrawing in next 2-3 years

Or are you still considering whether to withdraw from these areas
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F13b Is your firm considering moving into any areas of leg al aid work in the next 3 years?

Yes

No

$1 1780 +11 x
Refused

F13Lab
Which of the following areas of legal aid work is your firm considering moving into in the
next 3 years?

ADD IF NECESSARY: We are interested in any areas you might move into even if this is not
fully decided

READ OUT —CODE ALL THAT APPLY

Crime

Family — public

Family - private

Personal Injury

Clinical Negligence
Housing

Immigration: Asylum
Immigration: Non Asylum
Welfare Benefits
Employment

Mental Health

Debt

Consumer and General Contract
Education

Community Care

Actions against the Police
Public Law

Don’t know
Refused

IF CONSIDERING MOVING INTO ANY NEW AREAS AT F13b
F13c When do you think you will start moving into this new area/these new areas? Have
you.. READ OUT CODE ONE ONLY

Already started moving into this new area

Are planning to start moving into this new area in next year

Are planning to start moving into this new area in next 2-3 years
Or are you still considering whether to move into this new area
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ASK ALL

y8A T1Tx 1T EEA O AEOAOOO 1 0001 OOAET ¢
F16 (Q3.6) Does your firm currently outsource any of the following activities to another
company ?

READ OUT - CODE ALL THAT APPLY

Telephone answering/reception services
IT support

Drafting of legal documents

Legal processes/routine transaction work
Legal advice

Marketing

Human Resources

Accounts and Finance

Other - Please state

Don’t Know

Refused

F16advo What proportion of your advocacy work is done in house? By advocacy, we mean
representing clients before a tribunal, court or other formal hearing.

I F NO ADVOCACY DONE I N HOUSE/ AT ALL, ENTER * 0’
%

Don’' t Know
Refused
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SECTION G: Issues facinghe business
Finally, we would just like to ask about some issues your firm may be facing

G1 (Q4.3) To what extent have the following factors been a problem for your firm over the
past 12 months?

Please can you give me a score for each factorwherep | AAT O EOO O.1 bDOI Ai Ai AO
i AATO EOGBO A Ai 1 AAOT ABO 116 A POT AT AT ATA v 1 AAT O

Cost of employing professional staff

Cost and availability of suitable premises

Availability of bank finance

Obtaining equity investment from existing and new partners
Complying with regulations on legal services provision
Changes in Legal Aid

Competition for business

1 No problem at all

2 Not much of a problem

3 A concern but not a problem
4 Fairly significant problem

5 Very significant problem
$1T1T60 +11 x

IF G1_Competition for Business=4/5

G1b: You said that competition for business has been a significant problem over the past
12 months, using the same scale to what extent have the following types of competition
been a problem for your business in the past 12 months:

Competition from local solicitors

Competition from regional /national solicitors

Competition from networks of solicitors

Competition from Alternative Business Structures (ABS) i.e firms offering legal and non-legal
services

Competition from non-solicitor providers

1 No problem at all

2 Not much of a problem

3 A concern but not a problem
4 Fairly significant problem

5 Very significant problem
$1T1T60 +11 x
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G4 (Q6.3) Does your firm intend to seek external investment from non -solicitor
professionals or companies after the introduction of alternative business
structures (ABS's) ?

SINGLE CODE

Yes - and the firm has undertaken specific actions to take this forward

Yes - although the firm has not yet undertaken specific actions to take this forward

No - although the firm did consider the possibility

No - the firm has not yet [seriously] looked at this/would not consider it
Don't know [DO NOT READ OUT]

Section H: Perspectives

H1.

"To what extent do you agree, disagree or neither agree or disagree with the following
statements:

PROBE IF Agree/DISAGREE: Is that strongly or slightly agree/disagree?

IF D6/1 My firm is making major changes because of changes in the scope and eligibility of
clients for legal aid

If D6/1 My firm is making changes in response to the changes in legal aid fees

1.Agree Strongly

2.Agree Slightly

3.Neither Agree nor Disagree
4.Disagree Slightly
5.Disagree Strongly
Don't Know

Re-Contact Section

Rel. The Law Society, Ministry of Justice and Legal Services Board may be conducting some
further research on these topics in the future. Would you be happy for someone from TNS-
BMRB to re-contact you and invite you to participate in this research?

T Yes
T No
IF YES AT Rel

And would you be happy to allow TNS-BMRB to pass your contact details on to another
research agency to re-contact you in relation to further research?
IF NECESSARY —this would be research on behalf of The Law Society Ministry of Justice
and Legal Services Board

T Yes
T No
Thank and Close
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