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Introduction

In this study, information was gathered on the $yumde, through questionnaire
surveys of the legal profession and other indivisluat organisations providing legal
or related services, and on the demand side, thrqugstionnaire surveys of members
of the public, and SMEs. The survey findings haeerbpresented separately in the
Supply Study Report and the Demand Study Repasih@gion the one hand an overall
view of the provision of legal and related servjcasd on the other hand, the use of
and potential demand for these services by membiethe public and SMEs in
tackling their problems.

In this Report, attempts are made to compare floenration obtained from the supply

side and demand side surveys, with a view to asges®e balance of demand for and
supply of legal and related services in Hong Kdngthe course of this assessment,
more detailed and focused analysis of the survadirfgs has also been undertaken.
The study is, however, not designed in such a wajetive in quantitative terms any

shortfalls or surpluses, nor what proportion of gmgssible shortfalls should be

addressed by any class of suppliers of legal sesvidevertheless, by examining the
survey findings together, the gaps between demaddsapply, in broad terms, could

be identified.

The following sections bring together the findinfyjem the supply and demand
surveys, and separately assess the likely gapsegtimg the potential needs of the
general public and the SMEs. The study brief doet include making specific

recommendations to address any apparent shoitialisified.

Overview of the Demand and Supply Situation
Range of legal and related services offered

The legal profession, government and NGOs in HoogdgKtogether provide a full

range of legal and related services to meet thelshneé the community, business
corporations, government and various public orgdiuas. The majority of these legal
services needs are served by solicitors operatorg faw firms of different sizes, and
by barristers from their chambers.

The range of services provided cover practicallyagpects of economic and social
activities, although reflecting the characteristiob the community, and of the
economy itself, the relative size of the differeptvice areas fluctuates from time to
time, which is reflected in the shifting in the t®pnent of professional resources
across different service areas. This is demonstrate¢he heavy reliance of the local
practices on conveyancing in the boom days of treperty market, and in the
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continued shift towards commercial, initial pubtiferings and mainland matters in
more recent years, with the profession as a whagleiang new skills along the way.

There is a difference between the service protifethe large and small practices, the
former tends to be full services operations coygthre needs of regional and global
businesses, government, large corporations andreghvorth individuals, while the
latter, e.g. the 44% sole practitioners, tendsetwes a small clientele of SMEs and
private individuals, focusing on less sophisticgteatctice areas.

The Hong Kong legal services market is, howevet bigy and in some practice areas,
e.g. shipping law, there is an insufficient criticaass to support specialisation, and
overseas expertise from London and elsewhere niedmsimported from time to time.
Similar to other jurisdictions, the local regulataequirements do not permit an open
market for overseas practitioners. But for peopld aompanies requiring specialist
expertise in different areas, and also being abtevéilling to pay, there appears to be
no major problem accessing the needed legal sKilise. Law Society considers that
there are practical constraints for admitting laxgyfeom overseas and the Hong Kong
legal services market is already one of the lesiicéive in the region. There has also
been a significant increase in the size of thegasibn since the 1990s.

Operating on the periphery are the consultants @daiths agents who are said to
handle an increasing amount of cases involving ipgarsonal injury, employment
and money matters, possibly in collaboration wibtime practitioners as claimed by
some interviewees in the course of the study. Thases are typically carried out on a
contingency fee basis, with the claims agents bgathe initial legal costs, but
eventually sharing the claim amount when recoverféds appears to be an option for
people who do not wish or are unable to bear tis¢ @legal services, and yet have a
reasonable claim for an eventual favourable se#tgnThe Law Society is concerned,
however, that some of these service providers neagcting illegally, and that people
are frequently unaware of the pitfalls of usinglsaervices.

Alternative dispute resolution is not new to Hongng, but its relative share of the
market is still very small. Both arbitration and diegion are developing, the former
often for business matters of high value especidligse involving shipping,
commercial and building and construction, and #itef mainly for family-related
matters for which there was a government subsidgidetischeme.

A number of government agencies and NGOs provideedegal and related services
to the public, including legal aid, Duty Lawyer $iee, and various free legal service
schemes. Members of the Bar Association and the Baciety also offer free
services from time to time as part of the free sudge operated by these professional
bodies, or as part of other schemes provided bpwaiNGOs. As free services, there
is a considerable constraint on the amount of sesvihat can be offered by these
organisations at different times and locations,irejahe considerable demand from
the community for such services.
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Level of services provided

The study is not designed to quantify the leves@rvice supplied and demanded. But
a broad indication would be possible with some rimagonal benchmarking for
reference purposes. The following chart shows ghrocomparison across several
common law jurisdictions of the level of legal sees provided as represented by the
number of lawyers per 1,000 population, includimjjcitors and barristers, against
their levels of economic activity as represented GRPP per capita based on
purchasing power parity. The information is comgil@ainly using data from IMF
and relevant national professional bodies.

Based on the limited data available, the analysisvs that the number of lawyers per
1,000 population, and implicitly the use and suppiylegal services, varies among
countries with different national income levelsr Hoe developed western countries,
this indicator appears to stabilise at the 2-3 nsyper 1,000 population level. The
chart below also shows that Hong Kong, along witig&pore, has fewer lawyers and
therefore uses less legal services per capita itiiamy developed countries for the
levels of economic activity achieved.

Number of lawyers per 1,000 population vs GDP perapita (PPP)
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There are many possible interpretations for theasga differences in this benchmark
indicator. On the one hand, the smaller numbeawfyers per capita in Hong Kong
probably reflects the underlying disparity of ino®mith most people being unable to
afford legal services. On the other hand, the loeeel of provision may also reflect
the low values involved in most incidents which htigot justify using lawyers. The
real reasons behind the differences are, howevalear. It has been suggested by
some that, as a Southeast Asian city, Hong Kongildhbe more appropriately
compared with Singapore, and as such the curranbauof lawyers may not be on
the low side.

No suitable indicator is available for legal relhtservices given the Ilimited
involvement of local NGOs in providing these seegicdue to resource and other
constraints. In comparison, in the UK, for examphe, Citizens Advice Service helps
people resolve their legal, money and other problém providing free information

and advice, using over 20,000 volunteers, and hglpeople to resolve nearly 5.5
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million problems every year (90 problems per 1,@@pulation). The Hong Kong
public and SMEs, on the other hand, have an esttmats million problems a year
(210 problems per 1000 population), which are aereid important and about 37%
of these have action taken. A direct comparisorhasyever, not possible given the
possible differences in the nature of problems lehénd the importance attached by
different individuals.

Another indirect indicator of service level is daaie for pro bono services. About
37% of the solicitors in Hong Kong participatedpiro bono services, compared with
the 56% in England and Wales. On average, thd km&itors as a whole spent
about 40 hours on pro bono work a year, againstunder 50 hours in Australia and
just over 60 hours in England and Wales. It is eaclvhat the reason is for the lower
rate in Hong Kong.

Quality of services delivered

The study did not include an assessment on thaitadtaspects of service quality, for
which considerable legal expertise and sector éxpes would have been required for
such an assessment to be done properly. Nevesshetethe household and SME
surveys, questions were asked indirectly to shanptirceived level of service quality
from the perspective of customers. The indicatarsluded satisfaction level,
willingness to recommend service providers to ofiewple in similar situations, and
the perception on lawyers being able to help slagal problems.

Overall, the community and SMEs appeared satisfigll the services provided by
the Government Free Legal Advice Scheme, Legal &kid the solicitors, or found
these services useful. The limited data availabl¢he other services did not permit a
proper analysis at this level of detail.

Percentage of incidents
by level of satisfaction or helpfulness of serviceeceived

Households SMEs
% Good/ useful/|  Poor/ not Good/ useful/|  Poor/ not
helpful, or useful/ No helpful, or useful/ No
very good/ | helpful, or not very good/ | helpful, or not
Comment Comment
useful/ very useful / useful/ very useful/
helpful helpful helpful helpful
Government
Free Legal 60.0 20.0 20.0 -
Advice Scheme
Legal Aid 71.8 16.8 11.5 - - -
Solicitors 65.8 16.1 18.1 73.1 11.0 15.9

2.15 The above findings are also broadly supported bgradysis on whether respondents

would recommend their service providers to othetigs in the same situation, as
follows.
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Percentage of incidents
by whether would recommend to other parties in samsituation

Households SMEs
%
Definitely/ Definitely/ No Definitely/ Definitely/ No

Probably Yes| Probably No | Comment | Probably Yes| Probably No | Comment
Government
Free Legal 49.5 6.5 43.5
Advice Scheme
Legal Aid 51.1 12.6 36.3
Solicitors 775 11.2 11.4 61.8 17.8 20.1

The surveys indicated that more than half of trepoedents had confidence in the
ability of lawyers to help people solve their legabblems. This view was shared by
58% of the respondents in the household survey5&f@in the SME survey.

The survey findings are also supported by the Lawie®y’s complaint statistics,
which show a decline in the number of cases onegsidbnal misconduct and
professional negligence in the past few years

Cost of legal services

The cost of legal services in Hong Kong has alw@gen considered a major obstacle
to people seeking help to solve their justiciabiebpems. This perception is broadly
supported by the survey results. The majority ofigetold and SME respondents
agreed that most people could not afford legalisesveven if they did not go to court
(74% and 67% respectively), while even more fedt thhost people could not afford to
go to court without legal aid (78% and 69% respety). Further, more respondents
felt that lawyers’ charges were unreasonable ferwlork they do, than those who
considered otherwise (36% vs 32% for householdoredgnts, and 45% vs 23% for
SMESs). The Law Society considers that the feesgdthby lawyers reflect their high
cost of operations.

During the preliminary interviews, it was suggesbgdsome interviewees that one of
the reasons for the higher cost of legal servied4ang Kong was the inefficiencies in
the existing system, where cases could extend aV@ng time incurring unnecessary
resources and expenses for the parties involvad.uhderstood that this problem is
being addressed by the Judiciary as part of itemaitiative on civil justice reform.

There were also suggestions from other interviewlkatsa higher degree of market
competition with a larger supply of quality legataptitioners and a more open
profession, with freer entry of foreign practitiee@nd more transparency in fee levels,
could help to bring cost levels down to a more raffdle level. The Law Society
considers there is already considerable competitiothe market, and there is no
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direct relationship between fee levels and theh&rrbpening up of the market. Also,
many local citizens might not wish to be advisedbgrseas lawyers on local laws.

Access and channels to services
Service knowledge and access

Despite the promotional work already done by gowent, the professional bodies
and the practitioners, the level of knowledge i@ tommunity is low when it comes
to the handling of difficult problems, the suppeervices available and the cost
involved. This might reflect the generally smallpact of most incidents, which do
not warrant an effort for people to find out molMevertheless, about 44% of the
individual respondents and 56% of the SMEs conedighere were not enough
channels of free legal advice when they sought seclices.

As regards to solicitor services, most of the ¢Besome in through personal referrals
from friends and other lawyers, with a smaller gntjpn being walk-ins. Other
channels of acquiring clients, like pro bono workgvertisements, seminars,
promotional leaflets, are less commonly used. Msoljcitors also do not consider
service promotion as part of their work. Partly dnese of professional ethics reasons,
the profession is generally rather passive in ngakimown their services and charges
to the community, which is consistent with the syrfindings that the community has
a low level of knowledge on legal services. Baeristare not allowed to promote their
services and primarily work with clients via salas.

Given the increased competition for business atldlneer end, some legal practices
have started to adopt more modern marketing teaksign the promotion of their
services in recent years, e.g. the use of adveréisein the media, and have made an
impact in some practice areas by appealing dirdotlargeted market segments, e.g.
divorce, bankruptcy, personal injury cases, sonmegirwith competitive all-in fee
packages. Other small and medium legal practicege halso started retainer
arrangement for SMEs, making their services avilab an economical price. This
development brings in competition to an otherwisslitional industry sector, and
helps to bring legal services to a wider clientabel lower the affordability threshold.
It is said that some practices adopting this apgroare achieving good results.
Nevertheless, these marketing efforts are oftensidened unconventional and
ineffective by the main line practices, and arewiokely adopted.

For the legal related services, these are oftenigied by government and NGOs, and
are accessible to their intended clientele throgg¥ernment promotions, and via the
main services provided by specific NGOs and othgipserting organisations. The
problem with these services is, however, less blpno of promotion or publicity than
a limitation of service supply due to resource t@sts.

Location of Services

The great majority of solicitor firms are locatedCGentral or Admiralty, with a small
proportion operating in Kowloon and regional urkizmtres in the New Territories.
Bar chambers are traditionally based in Central Ahahiralty probably because of the
proximity to the higher courts and the solicitomfs. Given Hong Kong’s efficient
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transportation network, the clustering of servicevpers in the Central and
Admiralty area does not appear to be a problenpémple seeking assistance from
them.

For free legal services and other legal relatedices, the providers are widely

distributed geographically. Some of these serviaes provided in government

premises, housing estates, and other locationatgukby various NGOs, often as an
extension of their main operations. For these sesyithe intended customers are
mostly low to middle income or not-so-well educatedividuals spread throughout

the territory, but with a high proportion in the WeTerritories, any geographical

mismatch due to limitation of service delivery gsimight impose an access problem
given the transportation time and cost involvede Thrrent constraint to the delivery

of services as reflected by service providers, vaneappears to be in the amount of
services that can be provided given their limitegources, rather than the locational
distribution of service delivery points.

The balance of supply and demand

In economic terms, the supply and demand of th&kebavill always be balanced, as
prices will be adjusted to clear out any imbalatiwg may exist temporarily. There
appears to be no exception in the legal servicagateor indeed in any professional
services market. By the standards of developedtaeanthe supply of legal services
as represented by the number of lawyers in Honggkisrower than the level that
would be expected for an economy of Hong Kong's\ditegy and the size of its
population. Various local factors probably explaiart of the discrepancy, but the
difference appears significant.

In the 12 months before the survey, there werestimated 1.5 million difficult-to-
solve problems encountered by individuals and SMe&bkijch were considered
important. Of these, only 37% or 0.6 million hadi@as taken. The prevalence of
difficult-to-solve problems, against the backdrd@o apparent lower number of legal
practitioners and higher than affordable fee levgtebably points to an under-supply
in the legal services sector.

However, some of the mismatch could be more appénan real. A possibility is that
most of the difficult-to-solve problems, even thbugonsidered important by the
individuals or SMEs involved, are not really theeg of problems that would warrant
the services of the legal practitioners. For exaniile survey findings indicated that
most of the important problems involving money oimyolved a relatively small
amount, well within the range covered by the Sn@#lims Tribunal, and therefore
unlikely to be sought after as potential busingsthe lawyers.

On the other hand, the individuals or SMEs theneseinight not even want to take
legal actions on their cases given the time thajhinbe involved, the generally
conciliatory local culture, and the uncertaintytbé outcome of legal actions which
might backfire on the parties involved. In thispest, it is interesting to note that in
36% of the incidents of SMEs with actions takerge timpact of the actions on the
SMEs involved was loss of money. In 35%, the impaas that they had to spend a
lot of time, and in 23% they felt very upset by theions taken. These percentages
compare with the 9% with money loss for incidentpegienced by individuals, 30%
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with a lot of time spent, and 18% feeling upsethee seems to be a mismatch
between the potential benefits of taking actions thie costs of taking actions in terms
of time and money.

Given the profile of the difficult-to-solve problemin Hong Kong, and the
unwillingness of the community in general to go llegal actions, for cost and other
reasons, there seems to be a large potential fdratien and other alternative forms
of dispute resolution. These services are, howewaryet fully developed and are not
well known to would be users except for employmand family-related incidents.
The limited cases available also mean that newlglijgd mediators would have
rather limited opportunities to acquire relevantgtical skills and experience.
Arbitration is more developed but it can be as lgoa$ formal legal actions and is
unlikely to be a solution for individuals or SMEs.

Further down the hierarchy of support needs, tla@eethe numerous cases seeking
information and advisory support on difficult prebis and disputes encountered.
Hong Kong has many relevant support services peaviay the government itself and
by many NGOs. But judging from the feedback frone tsurveys, the services
provided appear to be lacking in terms of qualitg guantity for resource and other
reasons. In this respect, it is noted that ovehedl Hong Kong community and the
SMEs do not know what to do when faced with legabfems, have difficulty finding
information on specialisation and experience ofylans, and do not know how much
cost might be involved in taking legal actions. Addspite the available services
provided by the government, the professional bodresthe NGOs, more people felt
that there are insufficient channels for free leaghlice than those who felt otherwise.
These survey findings are summarised below.

Percentage of respondents by whether agreeing with
statements on knowledge about legal services

Households SMEs
%
. No . No
Agreed Disagree Comment Agreed Disagree Comment
Not knoyvmg what to do when 79 10 11 65 24 11
faced with legal problems
Enough qhannels to seek free 32 44 23 o4 56 20
legal advice
Not knowing cost of legal actions 76 7 17 74 10 16
Difficult to find information on
lawyer specialisation and 71 8 21 68 14 18
experience

Members of the Public

The study shows that a sizable proportion (40%)ma&mbers of the public had
experienced difficult-to-solve problems that ocedrrin Hong Kong or had a
significant connection with Hong Kong in the pagtrhionths. However, for more than
half (63%) of the incidents considered important, action was taken by the
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respondents concerned. Furthermore, for only abh®utof the incidents with action
taken, the respondents concerned had applied @&l laid from the Legal Aid
Department. And for only about 3% of incidents waittions taken, assistance from
solicitors was obtained. The percentage of incsldnot which alternative dispute
resolution mechanism was used was even lower, avith a very small proportion of
respondents with experience using mediation sesyiaecounting for about 0.9% of
incidents with actions taken.

Against the considerable number of important incideencountered, there is an
apparent gap between the supply of legal and cels¢evices, and the demand or
potential demand for these services. In the folhmparagraphs, attempts are made to
identify factors that may affect the ability or inlgness of members of the public in
utilising these services, and access to justigeieral.

Knowledge

The study shows that the majority of respondent®wé the view that “most people
do not know what to do when faced with legal praigé (accounting for 79% of the
respondents enumerated). Even for those who haghsthe assistance of solicitors in
tackling their problems, the percentage which shénes view was quite high, at 71%.

Percentage distribution of respondents by whethergreeing that
"most people do not know what to do

. Base
when faced with legal problems"
(10,385)
All respondents 10%
1179%
(1,078)

_ 6%
Action taken 14%

80%

Action taken/ without% 13% (1,047)

solicitor assistance 80%
Action taken/ with 9% 10 (31)
solicitor assistanc 1 71%
0% 20% 40% 60% 80% 100%

| OAgree HEDisagree [ONo Comment |

Furthermore, more than half (71%) of the resporglenhsidered that it was difficult

for most people to find out information on the gpbsation and experience of lawyers.
This was shared by 81% of those with actions takertheir incidents, and 70% of

those who had used the services of solicitors. dy rlso be worth noting that for

incidents with assistance from solicitors, the melannels for finding the solicitors

were referrals by friends or relatives (accountmg66% of incidents concerned), and
personal friends (12%). The others included referpy social workers or voluntary

agencies, contacts through free legal advice semiovided by voluntary agencies,
and advertisement.
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One of the channels of information disseminationvia the lawyers’ service
promotion efforts. Nevertheless, only about 42%salicitors had taken measures to
promote the services of their firms, mainly througgminars or social functions. As
members of the public are not usually getting dipgomotional information from the
service providers, it is doubtful if their persorforts at times of need would give
them sufficient information in respect of the seea of these professionals.

Percentage distribution of respondents by whethergreeing that
"it is difficult for most people to find out inform ation on

specialisation and experience of lawyers"
Base

FI 21% (10,385)
All respondents 8%

1 71%

_ E 12% (1,078)
Action taken o

1 81%

Action taken/ withoutﬁ 12% (1,047)
solicitor assistance ] 81%
i i 11%
ACFIC?I’] takeq/ with q; 19% (31)
solicitor assistanc ] 70%
0% 20% 40% 60% 80% 100%

| OAgree M Disagree ONo Comment |

It is also worth noting that the reasons for meralmérthe public not taking actions on
problems considered important were that they ditd kmmw what actions to take
(account for 24% of such problems), did not knowto take actions (23%) or did
not believe anything could be done (18%).

In short, there is a significant knowledge gap agnorembers of the public on how to
deal with difficult problems and how to find suitablawyers. They also have
problems seeking free legal advice.

On the other hand, there are a number of chanoelmémbers of the public to obtain
assistance or advice on how to tackle their problebhe legal profession provides a
number of legal services to people in need of sachices, partly on a pro bono basis.
These include, for instance, the Legal Advice Scahemhich provides preliminary
legal advice, and the Tel-Law Scheme which is aptebne recorded information
service.

The survey findings also show that about 29 NGO=evpeoviding community legal
education, mainly in the form of seminars and tallksaddition, 41 organisations were
providing other related legal services, includirsgistance in applying for legal aid,
and referral services. Although there are many soiganisations, they are only
meeting a small proportion of the potential demdman members of the public.
During discussions with voluntary agencies tha¢meft free legal advice, it transpired
that these agencies lacked adequate and reguldméumo extend their free legal
advice service in respect of offering advice onbpgms other than family issues, and
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making their services more readily accessiblerimseof geographical coverage.

Confidence

The majority of members of the public had a lotcohfidence in the judiciary. For
instance, most respondents were of the view tHal go to court, | will get a fair
hearing” (accounting for 71% of respondents). Nehedess, it is a cause for concern

that for those who had sought assistance of smigita lower proportion (61%)

believed that “if | go to court, | will get a falirearing”. More than one third (36%) of
them did not believe so.

Percentage distribution of respondents by whethergreeing
that "if | go to court, | will get a fair hearing"

Base
| 20%
All respondent5= 9% (10,385)
] 71%
) 13%
0,
Action taken i 15% 1 72% (1,078)
Action taken/ without=1?i°é’o
solicitor assistance ] 72% (1,047)
Action taken/ with [_13% 36%
solicitor assistanc ] 61% (31)
1

0% 20% 40% 60% 80%

|I:I Agree B Disagree ONo Comment |

3.11 Furthermore, while 69% of members of the publicids&ld that “courts are an

Combined Analysis Report

important way for ordinary people to enforce thaghts”, a lower proportion (58%)
of those who had sought assistance from solicgbexed such a view. Apparently,
some of those who had gone through the legal psoesackle their problems had
become disillusioned. In this respect, the survegifgs also indicate that, for 66% of
the incidents with assistance from solicitors, teepondents concerned were very
satisfied or satisfied with the services providgutheir solicitors, and for only about
16%, the respondents were not very satisfied osatisfied.
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Percentage distribution of respondents by whethergreeing that
"courts are an important way for ordinary people

to enforce their rights" Base
(10,385)
All respondents 3
] 69%
+ 13% (1,078)
Action taken 12%

] 75%
13% 1,047
Action taken/ without solicitor assistan(='|12%‘J 1 75 ( )

(1]

. . - . T 15%
Action taken/ with solicitor assistan 26% | (31)
| ] ] ] 58%
0% 20% 40% 60% 80%

| OAgree EDisagree ONo Commentl

3.12 On the other hand, it is noted that the majoritgt banfidence in the independence of
judges, and the level of confidence was more @ tles same for respondents who had
and who had not sought assistance from solicitors.

Percentage distribution of respondents by whethergreeing that
"l have confidence in the independence of judges”
Base

25% (10,385)
All respondents 13%

] 62%

18%
Action taken : 18% (1,078)

| 64%

; ; 18%
Action taken/ W|thout;|1 Ros (1,047)

solicitor assistance ] 64%
i i 6%
Act.|9n takeq/ with 30% 31)
solicitor assistanc ] 63%
t t t t
0% 20% 40% 60% 80%

| OAgree M Disagree ONo Commentl

3.13 However, people’s confidence in the ability of laesy was lower with about 57% of
respondents considered that “most people havedsnde in the ability of lawyers to
help people solve their legal problems”.
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Percentage distribution of respondents by whethergreeing that
"most people have confidence in the ability of lawgrs
to help people solve legal problems"
Base

' ‘ 26%
All respondentsm_, (10,385)

1 57%

0
) T I Eg%
Action taken 23% (1,078)

] 58%

Action taken/ Withoutalg% s o

solicitor assistance ] 57%
i i 10%
Action taken/ with q; L6bt 1)
solicitor assistanc ] 74%
0% 20% 40% 60% 80%

[@Agree MDisagree ONo Comment]

Free Legal Advice Scheme

From the survey findings, it is estimated that &out 2% of the incidents with
actions taken, assistance was obtained througkrénee Legal Advice Scheme of the
government. These incidents were mainly related etmployment problems
(accounting for 34% of incidents concerned), fanysoblems (19%), problems
related to damage and disturbances caused by dit&¥s), consumer-related (6%)
and problems related to injuries or health problemshe workplace (6%). This
profile is not directly comparable to the admirasire statistics on the Free Legal
Advice Scheme, as the counting rules may not beséime. For example, one case
dealt with by the Free Legal Advice Scheme may awsepa number of incidents.
According to these statistics, the main types ddesadealt with in 2006 were
commercial and property disputes, simple contraattens and loans (accounting for
22% of all cases in 2006), matrimonial (20%) angklxyment related cases (11%).

On the other hand, the survey findings also retteat, for the majority of problems
related to services provided by professionals (8@#6 of such problems for which no
action was taken), government departments or gavemh officials (80%), and

injuries or health problems outside the workpla@@%) that were considered
important, action was not taken by the respondeatserned. During a discussion
with members of a patients association, it was tedinout that they had great
difficulties in obtaining legal services, includifigge legal advice, on cases involving
possible negligence by professionals.

It is also worth noting that, for the remaining 98%incidents with no assistance from
the Free Legal Advice Scheme, the reasons for aekisg assistance or advice
through the Scheme were that the respondents “did think it could help”
(accounting for 32% of incidents concerned), anelytivere “not aware of such a
service” (19%). Also, only for about half (53%) die incidents with assistance
obtained through the Scheme, the respondents @vedidhat the assistance was
helpful or very helpful. For about 31%, the respamid concerned considered the
assistance not very helpful or not helpful at all.
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Based on feedback from barristers, slightly morantthalf (52%) of them had
provided pro bono services to members of the publar solicitors, about 37% of
them had provided pro bono services to membershef gublic. The activities
undertaken were mainly the Free Legal Advice Schaommunity legal education,
free legal advice services offered by NGOs androtihganisations like the District
Council, or acting as legal advisors to NGOs. Althio the proportion of barristers
and solicitors providing pro bono services to théljz is not small, in absolute terms,
the number involved is very small compared to tieeniers of the public who did not
know how to deal with difficult-to-solve problems.

A number of the Legislative and District Councifioalso provide some legal or
related services to the public as part of theivises to their constituencies. Based on
the feedback from them, about 62 % of Legislativai@illors and 58% of District
Councillors were providing legal related servicesnhembers of the public, like
referrals to lawyers and assistance in applyinddgal aid. About 32% of Legislative
Councillors and 18% of District Councillors weresal involved in providing
community legal education. The more common typele@dl services provided were
debts and bankruptcy, wills and probate, matrimomiad family, employment,
landlord and tenant, land and property, and bugldnanagement.

Furthermore, several government departments andi-qullic organisations are

involved in providing legal advice and related se#s to the public. For example, the
Home Affairs Department provides referral servite$he Free Legal Advice Service
and free advice on building management matters. Daimur Department helps to

resolve disputes between employees and their emplagd the Rating and Valuation
Department provides free advice on tenancy matténs. the other hand, the

Department of Justice has initiated the developrmoéatweb based Community Legal
Information Centre to provide information on a widege of legal and related topics.
Other agencies involved in delivering some formegfal and related services to the
public include the Equal Opportunities Commissitim Privacy Commissioner’s

Office, and the Office of the Ombudsman.

Despite the variety of free legal services offdogdlifferent parties mentioned above,
the fact that many members of the public did nke tany actions on their difficult-to-

solve problems because they did not know how teaas a concern. During focus
group discussions with members of the public, timeljcated that they did not know
how and where to seek help.

The survey findings also show that about 45% opwsadents did not consider that
there were enough channels available for most petapkeek free legal advice. The
percentage was also higher for those who had ete@ahproblems and took actions.
And the percentage was much higher for those whb dmght assistance from
solicitors, at 68%. In other words, when memberghefpublic were in need of legal
advice, they found that the channels for gettireg flegal advice were not adequate at
all.
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Percentage distribution of respondents by whethergreeing that
"there are enough channels available for most peoel
to seek free legal advice"
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Legal aid

The study shows that for only about 1% of incidemigh action taken, the

respondents concerned had applied for legal am ftee Legal Aid Department. For
these incidents, they were mainly related to fampilgblems (accounting for 50% of
such incidents), employment problems (13%), anarie$ or health problems suffered
by employees in the work place (12%). Incidentsimch the respondents would
more likely not take any actions, such as probleetated to services provided by
professionals (5%), and problems related to ingune health problems outside the
workplace (4%), accounted for only a small promortiof cases in which the
respondents had applied for legal aid.

It is noted that, in about 15% of incidents in whibe respondents concerned had not
applied for legal aid, the reason was that theyevmert aware of such a service.

Moreover, there seems to be little efforts madenétp members of the public in
tackling problems related to services provided biofgssionals, government
departments or government officials, and injurigshealth problems outside the
workplace. These are the types of problems fontarity of which actions were not
taken by the people concerned.

Legal services of solicitors

The study shows that a sizable proportion (40%)m&mbers of the public had
experienced difficult-to-solve problems or disputest occurred in Hong Kong or had
a significant connection with Hong Kong in the pa&t months. The majority (85%)
of such problems were considered important. Ambwegé problems, about 30% were
consumer-related, 27% were related to damage atarloiances caused by others, and
12% were related to employment. For a variety asoas, including the size of the
problems, not all of these problems had actionsrtdly the individuals, and for those
with actions taken, had the assistance of solitor
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3.26 Based on the information provided by solicitors,tba other hand, on average about
86% of their time were spent on civil cases. Fas#hcases, solicitors devoted more
time on cases related to, as far as members opubéc are concerned, land and
property (accounting for 11% of solicitors’ timeapatrimonial and family (7%),
landlord and tenant (6%), personal injuries (5% avills and probate (5%). They
devoted on average less time to cases on humais (i), discrimination (less than
1%), defamation (1%), consumer services (1%), rataervices (1%), building
management (2%), professional negligence (2%), gration (2%), and employment
(3%). The low proportion of solicitors’ time devdteto personal injuries and
employment related problems reflects the lower priipn of incidents in which
assistance was sought from solicitors that weedad|to these practice areas.

3.27 Based on the above analysis, there is seeminglysmaich in the types of services
offered by solicitors and the types of problemsthby members of the public. The
more common problems faced by members of the publituding consumer-related
problems, damage caused by others, and employmlateéd problems, accounted for
only a very small proportion of the solicitors’ eésad. This is not surprising given
many of the problems are relatively small, but ¢henay be room for service
expansion if the public has better knowledge of tewyers can help.

3.28 In addition, it is also worth noting that for theajority (63%) of problems that were
considered important, action was not taken by thspondents concerned. In
particular, for a much higher proportion of probkenelated to services provided by
professionals (accounting for 80% of such problengglvernment departments or
government officials (80%), injuries or health pieshs outside the workplace (77%),
action was not taken by respondents concernedeliere also the types of incidents
that took up a very small proportion of the soticst work.

3.29 It is thus not surprising to find that for only alhd3% of the incidents with actions
taken, assistance from solicitors was obtained. Waealysed by categories, the
percentage was higher for incidents related tolfaproblems (accounting for 30% of
such problems), landlord problems (16%), disputiea ariminal nature (14%) and
other money matters (10%). A lower proportion afidents with assistance sought
from solicitors were problems related to owners residential properties (5%),
problems related to government departments or govent officials (5%), problems
related to injuries or health problems outside wtake (3%), problems related to
injuries or health problems in the work place (3%#)d employment related problems
(2%).

3.30 For the great majority (97%) of incidents with aas taken, assistance was not sought
from solicitors. The reasons were that the respatsdeoncerned did not want to
pursue legal actions (accounting for 30% of inctdeaoncerned), did not think it was
related to legal issues (26%), did not think stdid could help (12%), “no need”
(7%), or could not afford legal fee (6%). On thé&et hand, based on information
supplied by solicitors, about 86% of their time vgagent on cases for non-government
clients, of which 31% was for private individuals. other words, about 27% of
solicitors’ time was spent on cases for membetd®@fpublic, which translates to only
3% of incidents considered important and with atgitaken by members of the public.
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Legal services of barristers

For less than 1% of the incidents with actions makbe respondents concerned were
represented by barristers in court proceedings.ifadents with no such assistance,
the reasons were mainly that the respondents aoederould not afford the fees
(accounting for 34% of incidents concerned), or evatready represented by a
solicitor (23%). For about 6% of cases with no stasice from barristers, the
respondents wanted to represent themselves in,cand for a further 1%, the
respondents did not think barristers could help.

On the other hand, based on information providedayisters, about 58% of their
time was spent on civil cases, of which 40% wasispe cases for private individuals.

In recent years, there has been a substantialaser® the number of unrepresented
litigants in the courts of Hong Kong. While a waride phenomenon, in Hong Kong,
the apparent reasons for the increase in unregessditigants mainly include an
inability to afford high legal fees, a lack of caténce in the services provided by
legal professionals, and a perception that thesgardits may be given a more
sympathetic hearing. This development is a causedocern as these litigants may
have difficulty in standing up for their best irgst in the court proceedings, and as the
judges move to address the issue by providing rgardance, they have created a
problem for the efficient operation of the courg) analysis on the unrepresented
litigants and their general profile is shown in Amgpendix R.

Services of consultants or claims agents

In only about 0.6% of incidents with actions tak#éme respondents concerned had
used the services of consultants or claims ag8aised on the small number of such
incidents, about 41% were related to injuries calteproblems in the workplace.
Another 21% were other money matters, and a fu2bés were employment related.
This broadly reflects the types of services prodidhy consultants or claims agents,
which are mainly related to personal injuries, momeatters, and employment
problems, which have a better chance of getting psoreation or favourable
settlement.

Most of these services are charged on contingezeyésis, thus relieving the clients
of the burden of committing initial legal costs.this regard, these services satisfy the
needs of a segment of the market, for which a @maloportion of the money from
such cases is preferred to having no money abiatefasons of an inability to afford or
unwillingness to risk the initial legal expenses e other hand, it is said that these
services focus on cases with high likelihood ofofanable settlement, and the cost to
the clients in the form of sharing the net proce&ds the final settlement will
probably be higher than the cost if the clientstlgough the lawyers direct from the
outset. The Law Society is also concerned that sofiti@ese service providers may be
acting illegally. Nevertheless, their existencensgeeto suggest that either people
believe they serve a useful role, or people ardlena identify a better choice.
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Mediation services

In only about 0.9% of the incidents with actionketa, the respondents concerned had
used mediation services. Based on the small nuwibguch incidents, about 42% of
these were concerned with labour disputes or pnahleOther main categories of
incidents included those related to family problemwndlord problems,
consumer-related matters, and injuries or healttblpms in the workplace. For
respondents that did not use mediation, the maisores were they were “not aware of
such a service” (accounting for 50% of incidentsiagned), they “did not think
mediation can help” (29%), or they had “no need%.

Based on information provided by NGOs, there wefe NGOs providing free

mediation services, 3 of which also provided mealatervices at a fee. The types of
mediation services provided were mainly in respgcemployment related matters
(provided by 9 NGOs), matrimonial and family mensbgt), and debt and bankruptcy

(4).
Arbitration services

In only about 0.4% of incidents with action také#re respondents concerned indicated
that they had used arbitration services. Most (66%4hese incidents were related to
employment disputes or problems, with the othdetded to family problems, landlord
problems, and problems related to owners of resimeproperties. For respondents
that did not use arbitration services, the mairsoaa were they were “not aware of
such a service” (accounting for 49% of incidentacaned), they “did not want to
pursue arbitration” (28%), or they had “no need®@%d).

At present, the Hong Kong International ArbitratiQentre offers members of the
public alternative means of dispute resolution oth@n litigation, but the focus of
arbitration tends to be on high value cases, ugwationg parties capable of using
legal services.

Outcome of actions taken to tackle problems

It may be of interest to note that, for about 61Rtnoidents with actions taken, all or
most issues were resolved and the problems welenger there. In another 26%, the
issues or problems being tackled had not yet besolved and they were still
recurring. In other words, a sizable proportionnaidents had not yet been resolved.

Moreover, for about 28% of incidents with actiorden, the objectives of taking
actions to solve the problems were not achievedllatand for another 10%, the
objectives were only achieved to a small extent.

Availability of legal services by district

The survey findings show that the great majorit%3 of respondents who had
encountered justiciable problems were living in K@mwn and the New Territories,
with 28% of them living in Kowloon, 18% in Tsuen Wand Kwai Tsing, 16% in
Shatin and Sai Kung, 9% in Yuen Long and Tuen Mamg 9% in Tai Po, New
Territories North and the Islands District. Thoseinj on Hong Kong Island
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accounted for only 18%. The location of suppl@riegal services, on the other hand,
was mainly on the Hong Kong Island. For instan@®p of barrister's chambers were
located in Central, with another 20% in AdmiralBor solicitor firms, 64% were
located in Central, 9% in Admiralty, 14% elsewhereHong Kong Island. Only 14%
were in Kowloon and the New Territories. Given tieographical clustering of the
legal practices, there is an apparent mismatchhen delivery of legal services.
However, with the efficient transportation netwark Hong Kong and the small
geographical area, this is probably not a majarass

3.43 The legal related services are spread throughomittehritory, and are delivered
through government offices and other facilities raped by NGOs. The services are
more widely dispersed and are theoretically moreessible to the population, but
they are constrained by the scale of operationglafidery capacity.

Percentage distribution of respondents
who had encountered justiciable problems
by district of residence

Kowloon ]28.3%
| 18/4%
] 18.2%

Tsuen Wan/ Kwai Tsin

Hong Kong Island
Shatin/ Sai Kung ] 16.4%

9.4%

Yuen Long/ Tuen Mun
Tai Po/ N.T. North/ Islands

9.3%

0% 10% 20% 30%

(Base: 2,714)

3.44 Given the geographical constraints, it is not sanpg to find that as high as 60% of
respondents living in Yuen Long and Tuen Mun did take any actions on their
problems. The percentage was also higher for thaisg in Tai Po, New Territories
North and the Islands District (59%), Tsuen Wan &waai Tsing (57%), but was
much lower for those living on Hong Kong Island Y46

Percentage of respondents who did not take any aotis
on their justiciable problems by district of residence

Yuen Long/ Tuen Mun 60%
Tai Po/ N.T. North/ Island;- ‘ ‘ | 9%
Tsuen Wan/ Kwai Tsin“ ‘ ‘ | 57%

Kowloon E ‘ ‘ ] 53%
Shatin/ Sai Kung“ ‘ ‘ | 52%
Hong Kong Island“ I I | 46%
0% 20% 40% 60%

(Base: 1,636)
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3.45 The disparity in the willingness to take actions important problems as observed
among the districts is more likely to be associatéti the underlying income levels
of the households in the different districts, ainé €ducation levels of their members.
For respondents who were employed, the percentagedid not take any actions on
their problems was higher for those with lower @aga. For example, the percentage
was 60% for those with monthly earnings of $5,00@elow, and only 48% for those
with monthly earnings of more than $40,000. Apptyeability to pay is a factor, but
the causal relationship is not obvious as the amalis also complicated by the
eligibility for legal aid and other schemes.

Percentage of respondents who did not take any aotis
on their justiciable problems by income for employd group
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3.46 The disparity may also be related to educatiortairahent. It may be seen from the
chart below that the percentage of respondentsdidhamot take any actions on their
problems was higher for those with lower level afueation. For example, the
percentage was 67% for those with no formal edacaand only 49% for those with
university education or above.

Percentage of respondents who did not take any aotis
on their justiciable problems by educational attairmment

00% > 57% 53% 54% 55%
60% ° ’ - 49%
40%
20%
0% } } } } }
No formal Primary Junior Senior Post- University or
education secondary  secondary  secondary above

(Base: 1,636)
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Affordability and legal fees

3.47 The study showed that members of the public in géread little knowledge about
the legal fees, with the majority (77%) of respamdeagreeing that most people did
not know how much it would cost to use legal sasito tackle a problem. Even for
those who had sought assistance from solicitoesrthjority (74%) shared the same

view.

Percentage distribution of respondents by whethergreeing that
"most people do not know how much it will cost
to use legal services to tackle a problem"
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3.48 Only about 32% of respondents agreed that lawfees were reasonable for the work
they did, while another 36% disagreed. In partictdamuch higher proportion (51%)
who had sought assistance from solicitors disagrbed lawyers’ charges were
reasonable. This may explain why many members @fptiblic are reluctant to use

legal services.

Percentage distribution of respondents by whethergreeing that
"lawyers' charges are reasonable for the work theylo"
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Furthermore, the majority of respondents were efwiew that most people could not
afford paying for legal services even if they diok igo to court (74%). For obvious

reasons, the percentage was slightly lower forehmlso had sought assistance from
solicitors, at 68%.

Percentage distribution of respondents by whethergreeing that
"most people cannot afford paying for legal service

even if they do not go to court" Base
(10,385)
17%
All respondents
| 74%
11% (1,078)
Action taken ; 13%
1759
Action taken/ W|thout 11103/‘{) o (1,047)
solicitor a33|stance 176%
i 3%
Act_lo_n taker_1/ with 29% (31)
solicitor aSS|stanc 1 68%

0% O% 40% 60% 80%

| OAgree M Disagree ONo Comment|

In addition, the majority of respondents also cdesed that most people could not
afford to go to court if they were not eligible fegal aid (78%). In particular, the
percentage was slightly higher for those who hacbentered justiciable problems,
including those who had sought assistance froncismis. This indicates that in

general respondents considered that, in termsgal fiees, the affordability of most
people in Hong Kong was quite low. Nevertheless,tfimse who were eligible for

legal aid, affordability might not be an issue jsticiable problems covered by legal
aid.

Percentage distribution of respondents by whethergreeing that
"most people cannot afford to go to court
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On the other hand, it may be worth noting that éineount of money involved in
connection with justiciable problems encounterednmmbers of the public was in
general not huge. For incidents involving moneg gneat majority (81%) involved
$10,000 or less, and 13% involved $10,001-$50,00fidents involving more than
$50,000, and therefore outside the Small Claimbuhal limit, accounted for just
over 2% of all incidents. The median amount of nyangolved was $5,000.

Moreover, for incidents with assistance from stdikg, the respondents were charged
on average $9,295. The average charge was high&t02000, if barristers were also
used, and was lower if no barristers were involved $9,263. In about 38% of
incidents, the amount charged by solicitors waswe$5,000. For another 11%, the
amount was $5,001-$10,000, and for 9%, above $0006mpared with the average
hourly rate of $3,300 charged by barristers foil @ases of private individuals, and
the corresponding average hourly rate of $2,5008k2,charged by solicitors, the
amount of legal charges paid by the respondents pr@bably on the lower end of the
range charged. Given these findings, it is possitdemajor problem may be the lack
of awareness of possible solutions at a rate mesasonable than the generally
perceived high levels.

Small and Medium Enterprises

The study shows that a sizable proportion (30%$MiEs had experienced difficult-
to-solve problems or disputes that occurred in Hétmng, or had a significant
connection with Hong Kong in the past 12 monthsodth67% of the incidents were
considered unimportant. Among the remaining 33%ofents that were considered
important, actions were taken in 69% of these immig. For about 20% of the
incidents with actions taken, the SMEs concerned baught assistance from
solicitors. The percentage of incidents for whicheraative dispute resolution
mechanism was sought was even lower, with onlyrg small proportion of SMEs
using mediation services, accounting for about 0®%he incidents with actions
taken.

Having regard to the low percentage of incidentsvhich these services were used,
attempts are made in the following paragraphs ¢atify the factors that may affect
the willingness and possibly the ability of SMEauiilising these services.

Knowledge

The study shows that more than half of the SMEsvedrthe view that most SMEs
did not know what to do when faced with legal pesb$ (accounting for 65% of
SMEs enumerated). The percentage of SMEs that ghhre view was higher for
those with an employment size of below 10, at 67%.
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Percentage of SMEs by whether agreeing that
"most small and medium enterprises do not know whato do
when faced with legal problems" by employment size
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4.4  Furthermore, as may be expected, for SMEs withlaedagal support, such as in-
house lawyers or retainer arrangement, a lowerqgotigm of them considered that
most SMEs did not know what to do when faced wagal problems, although the
percentage was still not low (around 41% to 54%e Percentage was much higher
for those SMEs with no regular legal support, 669

Percentage of SMEs by whether agreeing that
"most small and medium enterprises do not know whato do
when faced with legal problems" by types of legalupport available
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4.5 More than half of the SMEs were also of the viewat fih was difficult for most SMEs
to find out information on the specialisation andperience of lawyers (68%),
indicating that SMEs in general had little knowledgbout how to deal with
justiciable problems and how to find suitable lavgyéo help them. Again, the
percentage was higher for smaller SMEs.
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Percentage of SMEs by whether agreeing that "it iglifficult for
most small and medium enterprises to find out infomation on
the specialisation and experience of lawyers"
by employment size
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It may be of interest to note that, for SMEs witithiouse lawyers or retainer
arrangement, the percentage considering that ithasult for most SMEs to find out
information on the specialisation and experienciwlers was quite high, at 59% to
68%. The percentage was also higher for those mathegular legal support, at 70%.
This indicates that there is room for improvemenptovide SMEs with greater and
easier access to information on specialisationexperience of lawyers, so that they
could be in a better position to find lawyers thast meet their specific needs for legal
services.

Percentage of SMEs by whether agreeing that "it iglifficult for
most small and medium enterprises to find out infomation on the
specialisation and experience of lawyers" by typesf legal support
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Furthermore, only a small proportion considered thare were enough channels for
most SMEs to seek free legal advice (24%), indicatinat these companies had
problems seeking free legal advice. In particulae, percentage holding such a view
was more or less the same for smaller or larger §Migicating that this view is quite

prevalent among SMEs of different sizes. It is ateted that there are only a few
organisations in Hong Kong providing free legal iadvservices to SMEs. For

example, the Labour Department provides advisoryiges to both employees and
employers, with the focus placed on resolving latwbsputes. The Trade and Industry
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Department provides legal and other advice to SMEsugh its free advisory service.

Percentage of SMEs by whether agreeing that "therare enougr
channels available for most small and medium enterses to
seek free legal advice" by employment size
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Confidence

The majority of SMEs had a high level of confidenieethe judiciary. For instance,
more than half of the SMEs were of the view thahdy went to court, they would get
a fair hearing (accounting for 69% of SMEs enunefatThe percentage was higher
for those that had used the services of soliciatrg4%, and was lower for those with
actions taken but had not sought the assistanselioftors (65%).

Percentage of SMEs by whether agreeing that
"if my company goes to court, it will get a fair haring"
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Furthermore, more than half of the SMEs considehad courts were an important
way for SMEs to enforce their rights (67%). Ironiigathe percentage was slightly
lower for SMEs that had used the services of golisi(at 64%), and was even lower
for those having incidents with actions taken thatl not sought the assistance of
solicitors (61%). The survey findings also indicttat for 73% of the incidents with
assistance from solicitors, the SMEs concerned werg satisfied or satisfied with
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the services provided by their solicitors. For albii%, the SMEs concerned were not
very satisfied or not satisfied. The reasons fandp@ot satisfied were that the legal
fee was unreasonable or the solicitors were ngiftiel

Percentage of SMEs by whether agreeing that "courtare an
important way for small and medium enterprises
to enforce their rights"

Base
20%
All respondents 13% (1,813)
| 67%
. 20%
Action taken 18% (526)
] 62%

. . 23%
Action taken/ wnhout_m%' (425)
] 61%

solicitor assistance

; ; 13%
Act.lo.n taker.1/ with 23% (99)
solicitor assistanc ] 64%
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4.10 On the other hand, it is noted that SMESs’ configent the independence of judges
was higher for those that had used the servicemlafitors, at 86%, as compared to
those having incidents with actions taken thatmaidsought assistance from solicitors

(75%) and to all SMEs (74%).

Percentage of SMEs by whether agreeing that
"I have confidence in the independence of judges"

Base
17%
All respondents 9% (1,813)
| 74%
14%
Action taken 8% (526)
] 78%
Action taken/ without-?l 18% (425)
solicitor assistance ] 75%
; ; 3%

Aclth? takeq/ tW|th qi 11% (99)

solicitor assistanc . : : : : ] 86%
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4.11 However, SMEs’ confidence in the ability of lawyensas lower with about 55%
considered that most SMEs had confidence in thityabi lawyers to help people
solve their legal problems. The percentage was bweer for SMEs that had used the

services of solicitors (49%).
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4.12

4.13

4.14

Percentage of SMEs by whether agreeing that "mosnsall and
medium enterprises have confidence in the abilityfdawyers
to help people solve their legal problems"
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Legal services of solicitors

The study shows that 30% of the SMEs had experiedificult-to-solve problems or
disputes in the past 12 months. About 33% of thvesiee considered important and
among these, about 35% were related to other monagters, and 30% were business
related. Labour disputes or related problems adeaoluior another 11%. Less common
categories of incidents were renting out of compamperties (2%), incidents related
to government departments or government officid®®)( intellectual property (4%),
and properties owned by company (3%).

Based on information provided by the solicitors,auerage about 86% of their time
was spent on civil cases, and the remaining 14%rninal cases. For civil cases,
solicitors devoted more time on cases related $ofan as SMEs are concerned,
commercial and company (accounting for 18% of #olis’ time), land and property
(11%), and PRC related (6%). They devoted on aeelags time to cases related to
employment or related matters (3%). Although naotctty comparable, the low
proportion of solicitors’ time devoted to persomajuries and employment related
problems reflects the lower proportion of incidemswhich assistance was sought
from solicitors on injuries or health problems suffid by employees, and labour
disputes or related problems.

It is also worth noting that, for about 31% of theblems that were considered
important, action was not taken by the SMEs corexrin particular, for a much
higher proportion of problems related to injuriesd ehealth problems suffered by
employees (61%), action was not taken. This was thls type of incidents that took
up a very small proportion of solicitors’ caseloakbout 29% of the SMEs with
employment size below 10 did not take any actionnaidents that were considered
important. The percentage was lower for SMEs witipleyment size of 10 or above.
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4.15

4.16

4.17

4.18

4.19

Percentage of SME that did not take any action on
important incidents encountered by them by employmet size

29%
30%

24%

19%
20%

10%

0% } }
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(Base: 1,323) (225) (259)

For only about 20% of the incidents with actionketa by SMEs, assistance from
solicitors was obtained. When analysed by categptiee percentage was higher for
incidents related to intellectual property (acconmtfor 85% of such incidents), and
renting out of company properties. A much lower gambion of incidents with
assistance sought from solicitors were problemeted|to labour or related disputes
(11%), injuries or health problems suffered by esgpks (11%), and business related
matters (13%).

For the majority (80%) of incidents with actiongda, assistance was not sought from
solicitors. The reasons were that the respondeamsetned did not think solicitors
could help (accounting for 30% of incidents coneel) they could not afford legal
fee (22%), there was “no need” (18%), or they did want to pursue legal action
(14%).

Based on information supplied by solicitors, ab86% of their time was spent on
cases for non-government clients, of which 30% fea$SMESs. In other words, about
26% of solicitors’ time was spent on cases for SMHEsich translates into only 20%
of incidents with actions taken by SMEs.

It may also be worth noting that for incidents watésistance from solicitors, the main
channels for finding the solicitors were “referrélg friends” (accounting for 53% of
incidents concerned), “personal friends” (13%), dadvertisement of solicitors”
(13%). On the other hand, about 42% of solicitad taken measures to promote the
services of their firms, mainly through seminarsl aocial functions. Many SMEs
considered they did not have sufficient informatit;m help them find suitable
solicitors, notwithstanding the information avalkalirom the publications of the Law
Society and others.

Legal services of barristers

In less than 1% of the incidents with actions takbe respondents concerned were
represented by barristers in court proceedingsth@®small number of incidents that
were taken to the District Court or High Court, abt6% involved representation by
barristers. For incidents with no such assistatioe,reasons were mainly that the
SMEs concerned did not think barristers could Hatcounting for 35% of incidents
concerned) and that they could not afford the |éemd (24%).
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4.21

4.22

4.23

4.24

Based on information provided by barristers, allffio of their time was spent on
civil cases, of which 33% was spent on cases forESMThough not strictly
comparable, this translates into only less tharoi%e incidents with actions taken.

Services of consultants or claims agents

In only about 1.2% of incidents with actions tak#éme respondents concerned had
used the services of consultants or claims ageBésed on the small number of such
incidents, the bulk of them (94%) were related l'eo money matters and the others
were business related matters. This profile refletiie services provided by

consultants or claims agents. The reasons for ukasg services were mainly that the
SMEs concerned had confidence that their use cawtdessfully solve the problem

(accounting for 49% of incidents concerned), ot tha SMEs did not want to spend

more time through other means (40%). Clearly, clbasts or claims agents are only
meeting a negligible portion of the demand for sy from SMEs.

Mediation services

In only about 1.2% of the incidents considered ingd, the SMEs concerned had
used mediation services. Based on the small nuof®rch incidents, most (79%) of
these were incidents concerning labour disputelated problems, while a further
16% were related to employee injuries or healttbl@ms. For SMEs that did not use
mediation, the main reasons were they were not ewdrthis type of services

(accounting for 51% of incidents concerned), thilyribt think mediation could help

(24%), or they had no need (21%). Apart from iroid related to employees,
mediation is not a favourite form of alternativemlite resolution for SMEs.

Arbitration services

No SMEs indicated that they had used arbitratiomises. The main reasons for not
using arbitration services were not being awarsuzh services (accounting for 41%
of incidents concerned), no need (20%) and not wgrb pursue arbitration (10%).

Not being able to afford the fees accounted foy @. Currently, arbitration cases
handled by the Hong Kong International Arbitratidentre mainly relate to

construction, and commercial and shipping, whiahallg involve contractual matters
of high value, and the parties can afford legatesentation

Outcome of actions taken to tackle problems

It may be of interest to note that, for the majoof incidents, no further action was

being taken, but a sizable proportion of the inetdéhad not yet been resolved. For
about 44% of incidents, agreement had been reagitledhe other parties and thus no
action was being taken. For another 20% of incgledecision had already been
reached in court or tribunal, or through other hason mechanism, with all issues

resolved. For only about 5% of incidents, the isswere either being tackled in court
or tribunal, or other legal means. For about 21%moidents, although agreement had
not yet been reached with the other parties, noragtas being taken.
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4.25 Moreover, for more than half (60%) of the inciderntse objectives of taking actions
were fully or largely achieved. On the other hafat, about 26%, the companies

concerned indicated that their objectives wereacbieved at all.

Affordability and legal fees

4.26 The study shows that most SMEs had little knowledbeut legal costs, with the
majority (74%) agreeing that most people did naiminow much it would cost to use
legal services to tackle a problem. The percenteagehigher for SMEs that had used
the services of solicitors , and lower for thosat thad not.

Percentage of SMEs by whether agreeing that
"most small and medium enterprises do not know

how much it will cost to use legal services to tatka problem"
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4.27 Furthermore, only about 23% of SMEs agreed thayéas/ charges were reasonable
for the work they did, while another 44% disagre€de percentage that disagreed
was somewhat higher for SMEs that had used thecssrof solicitors (at 55%). For
those that had not taken actions at all, the cpording percentage was 49%. This
may explain why SMEs in general were reluctantde the services of solicitors.
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Percentage of SMEs by whether agreeing that

"lawyers' charges are reasonable for the work theylo" Base
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4.28 More than half of the SMEs were of the view thatstMf®MEs could not afford paying
for legal services even if they did not go to co{@?%). The percentage was also
higher for those that had used the services ofismis (73%).

Percentage of SMEs by whether agreeing that
"most small and medium enterprises cannot afford

paying for legal services even if they do not go twourt" Base
== o
All respondents o
] 67%
T 139 (526)
Action taken ; 14000
] 73%
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Action taken/ without solicitor assistanc= 14 «? 1726 (425)
0
. o I =)
Action taken/ with solicitor assstani 6% 734 (99)
(1]
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In addition, more than half of the SMEs considettet SMEs could not afford to go
to court (69%). The percentage was also highethimse that had used the services of
solicitors (74%). These findings indicate that angral the perceived affordability of

legal services was quite low.

4.29
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4.32

5.1

Percentage of SMEs by whether agreeing that "mosnsall and
medium enterprises cannot afford to go to court"
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On the other hand, it may be worth noting that éineount of money involved in

connection with justiciable problems encounteredSIMESs was in general not large.
For incidents involving money, slightly more thaneothird (35%) involved $10,000

or less, 27% involved $10,001-$50,000, and a furt286 involved $50,001-$100,000,
i.e. beyond the Small Claims Tribunal limit. Incdg involving more than $100,000
accounted for 17%. The median amount of money raivas $25,000

For incidents with assistance from solicitors, 8/ dEs concerned were charged on
average $11,650. The average charge was higheBp@B40, if the services of

barristers were also used, and was lower if nadiars were involved, at $11,300. In
about 13% of the incidents, the services were pexvifree of charge. For another
45%, the amount charged by solicitors was $10,00Betow, and for 7%, between

$10,001-30,000. More than $30,000 was chargeddfoutaB% of the incidents.

Compared with the average hourly rate of $3,430rgdth by barristers and the
average hourly rate of $2,830-$2,930 by solicitéws civil cases of business
corporations, the amount of charges paid by the SME&re on the lower end of the
range charged, reflecting the relatively low afedity for legal services. Given these
findings, it appears that the major problem mayHheelack of awareness of solutions
at a reasonable rate, rather than the generaltgped high legal fees.

Conclusion

The present Report brings together the main firmlofgthe supply side survey and the
demand side surveys, in a broad assessment ohtaece of the demand and supply
in the provision of legal and related services wngl Kong, focusing on individuals
and SMEs.
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5.2  The main conclusions are summarised as follows:

. There is a considerable amount of difficult-to-gofwoblems being encountered
by private individuals and SMEs, which are consdeimportant by them. No
action has been taken on a large proportion ofetl@portant problems for a
variety of reasons, e.g. the size and impact of grablems, the amount of
money involved, the potential benefits, and the obsaking action in terms of
time and money. Many of the problems with no actiakens are not the types
that would normally be expected to be resolvedughoformal legal channels,
but the individuals and SMEs may still require sosa@port from the legal or
related services, e.g. free legal advice, pro ls@meices, mediation etc.

. The legal profession in Hong Kong provides a falige of legal services with
the larger practices servicing the needs of gltsinesses, large corporations
and government, and the large number of smallestipess mainly serving local
companies and private individuals. Given the abarsible number of important
problems encountered each year, and the low markateness and knowledge
about legal services, there is likely to be someneinpotential demand for
services, especially at the lower end of the market

. The number of lawyers in Hong Kong is probably be tow side compared
with many developed countries for the size of theal population and the level
of economic activity. The reasons behind the diffiee are, however, unknown.
Nevertheless, the current figure compares reaspnatil those of Singapore or
Malaysia.

. Legal cost levels in Hong Kong are generally com®d high and unaffordable,
an important factor which discourages the greaterai legal services by private
individuals and SMEs.

. The users are generally satisfied with the servipesvided by the legal
practitioners, indicating good service quality, amdore than half have
confidence in the lawyers’ ability to help solvgdé problems.

. Knowledge about legal services is generally lackmghe community, despite
the current promotional efforts of the governmeprofessional bodies and
practitioners. 79% of the household and 65% of 8MEs respondents
considered that most people did not know what tomtien faced with a legal
problem. There is also insufficient information tbe public to know about the
lawyers’ specialisations, their experience and lmesls. Nearly half of the
respondents felt that there were not enough chanoaleek free legal services.

. Alternative dispute resolution services are stillai developing stage, with few
private individuals and SMEs being aware of theseises, let alone using them.

. A wide range of legal related services are curyeptbvided by NGOs which
are eager to expand their services both in termssesfiice variety and
geographic coverage. They are, nevertheless, eomstk by their limited
resources and inadequate professional support.
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