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Introduction

The demand side study was conducted through tvge lacale questionnaire surveys, one
covering SMES, and the other individual households. The datdectbn for the SME
survey was carried out during the period from Fabyuo September 2006. In all 3,347
SMEs were sampled across the main industry seatatsl,813 of them were successfully
interviewed, achieving a response rate of arourfd.6Dhe household survey was carried
out during January to November 2006. 3,788 domdstigy quarters were covered from a
random sample of 6,000 quarters, with 10,385 persaancessfully interviewed, achieving a
response rate of 92%.

The report is essentially based on the views afwirimation provided by respondents in the
surveys. A number of preliminary in-depth interveeand focus group discussions were
conducted to assist the drafting of the questiaesabefore the commencement of the
survey. Since only a small number of people wereolired, these views were not
necessarily representative and were thereforeapatrately reported.

Survey Methodology

The survey was conducted on a representative savhi@&IEs in Hong Kong through the
use of a structured questionnaire. Informationcgeli in the survey was as follows:

. Types and frequency of justiciable problems enceneat by SMES;

. Responses of SMEs faced with justiciable problemsluding the help-seeking
behaviour they adopted, their use of legal and-feal services, alternative dispute
resolution methods, self-help and avoidance stiegeg

. The motivation for using the courts or alternativems of dispute resolution and the
extent to which the objectives of those using treesgices were achieved; and

. Perceived obstacles to access to justice, the tdualowledge within the community
of legal remedies and procedures, and the expesesred perceptions on the legal and
related services used.

Data collection was carried out during the pericahf February to September 2006. A
multi-wave, multi-mode data collection was adoptetth every effort made to minimise
inconvenience to the respondents:

! SME covers manufacturing firms which employ fewen 100 persons in Hong Kong and non-manufactdiings
which employ fewer than 50 persons in Hong Kong.
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b)

d)

The respondents were first contacted by mail, exiplg the purpose of the survey and
assuring them that the information supplied woudd Kept strictly confidential. A
simplified, self-administered version of the questiaire was also enclosed to give the
respondents an idea of the types of informatiomired. It also served as a screening
guestionnaire;

For those respondents who returned the completestiganaires by post or fax, they
were contacted by telephone and/ or face-to-fadeniews to obtain further

elaboration or clarifications on the answers thag lgiven (e.g. to clarify missing

items and inconsistent responses);

For those who did not return the completed questiors within a specified period of
time, they were contacted by telephone. As the ritgjof respondents did not return
the completed questionnaires on time, telephorewelips and visits were necessary
to remind the respondents to return the completegtipnnaires. In most cases, face-
to-face interviews were required as the questioenaas fairly long and complicated,;
and

If the respondent could not be contacted by telepha visit was made to conduct a
face-to-face interview. Repeated visits were oftequired in order to increase the
response rate of the survey.

2.3  The following considerations were taken into acconrnhe questionnaire design:

a)

b)

d)

f)

The main focus of the survey was to obtain fctmformation. Opinion-type
guestions were limited to essential areas likeiopsion the quality of legal services
obtained;

Efforts were made to keep the questionnairsh@st as possible in order to obtain a
high response rate in the survey, even though dlestepnnaire was quite long as a lot
of information was required to be collected;

Many respondents were reluctant to answer semsjuestions (e.g. amount of money
involved). Attempt was made in the survey to obtich information in broad terms
(e.g. by asking respondents to give the approxiraateunt of money involved rather
than the exact figures);

Most respondents did not respond to open-endedtions. On the other hand, it was
considered desirable to allow the respondents tothair views freely. Thus, a
balanced and pragmatic approach was adopted bydawost questions as closed-
ended questions (where the respondents were nrergljred to “tick” the appropriate
boxes) and a few open-ended questions;

To facilitate completion of the questionnaimsinterviews, the questionnaire flow
was kept as simple and straight-forward as poss#veiding unnecessary branching
and jumping between questions; and

To facilitate respondents in recalling incidemif justiciable problems encountered, a
screening questionnaire was also used.
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Profile of Respondents

About 70% of the interviewees who had completed ¢fuestionnaires were owners,
directors, managers or company secretaries ofdhmanies enumerated, and the remaining
30% were other employees of the companies. Thigates that the information provided
by the respondents was likely to reflect the actxaderience of the companies concerned.
The majority (76%) had an employment size of ldent10 and a further 11% had an
employment size of 10-19. Only about 4% of compariiad an employment size of
50-99.

About 26% of the SMEs enumerated indicated that tael employees outside Hong Kong.

For these companies, about 34% were employingthess 10 staff outside Hong Kong and

another 14% had 10-19. About 20% had 100 or mowglayees outside Hong Kong. This

indicates that a number of local SMEs were in father big companies. This is not

surprising given that most manufacturing activigesl a sizable proportion of businesses in
the services sector have relocated to the Mainland.

The majority (75%) of companies did not have argalesupport from in-house lawyers or
through other legal support arrangements. Abouth®8b in-house lawyers and a further
12% had access to regular legal services througines arrangements.

Nature of difficult-to-solve Problems or Disputs

Overview

About 30% of the SMEs indicated that they had epeed difficult-to-solve problems or
disputes that either occurred in Hong Kong or hadyaificant connection with Hong Kong
in the past year. A further 16% had such problemthé past 5 years. The remaining 54%
did not experience such problems.

Of the incidents that ever happened, 35% were basimelated and a further 26% were
related to other money matters. The proportion maer for incidents related to renting out
of company properties (2%), properties owned by mamy (4%) and intellectual property
(4%). Only one-third (33%) of the incidents werasidered important, including 22% with
actions taken and 10% with no actions taken. Fesehncidents, about 30% were business
related and 35% were related to other money matteabour disputes or related problems
accounted for another 119@lightly less than one third (31%) involved consusy and a
further 21% involved business friends. Employeesoanted for 19% and business
corporations, 15%. More than three quarters (78%dhe problems that were important
involved money.

2 The Small Claims Tribunal hears civil claims witfiis jurisdiction of up to $50,000. Hearings arfimal and no
representation by lawyers is allowed.

% The Labour Tribunal hears cases where the anufustaim exceeds $8,000 for at least one of thenglats in a
claim or where the number of claimants in the clakneeds ten. Hearings are informal and no reptatsam by
lawyers is allowed.
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Labour disputes or related problems

The majority (80%) of the SMEs that had experiencd#icult-to-solve problems or
disputes did not have incidents relating to labadigsputes or related problems. About 10%
had such incidents in the 12 months, and anoth#r H&d these in the past 5 years but not
in the past 12 months. For those that had suchriexge in the past year, about 59% had
only one incident during the period. The averagecpepany was 2.7 incidents.

About 32% of these incidents that ever happene@ wetated to misconduct of employees.
Incidents related to employment contracts, salased bonuses, and other terms and
conditions of services accounted for another 59% arfurther 9% were related to other
employee complaints.

More than half (70%) of the incidents related tdolar problems were considered

unimportant. 21% were considered important ancdaactias taken and 9% with no actions
taken. About 38% of these incidents considered mapbd were related to misconduct of

employees, and a further 33% to employment conwahtemployees. Salaries and bonuses
paid to employees accounted for 19%, and for otbenplaints made by employees, 6%.

About 63% of the important incidents involved money

Problems related to renting of premises by company

Only about 8% of the SMEs that had experiencedcditfto-solve problems had incidents
related to the renting of their premises in thé I#& months, and a further 5% experienced
these in the last 5 years excluding the past 12timsoiror those with such problems in the
past 12 months, 77% had only one incident andtadui 3% had two incidents. About 7%
had 5 or more such incidents. The overall averagéhEse companies was 1.6 incidents.

About 38% of the incidents were related to repaimsl maintenance inside premises by
landlord. Another 58% of the incidents related ¢atal agreement, rent payment recovery
of rental deposits and termination of rental agrem

More than half (56%) of the incidents were consdeunimportant. About 34% were
considered important with actions taken and anoitiét no actions taken. About 25% of
these were related to rent payments to landlor@ 25 repairs and maintenance inside
premises of landlord and a further 22% to rentakegnent. Recovery of rental deposits
from landlord accounted for 12% of incidents, aedmination of rental agreement by
landlord, 10%. About 76% of these incidents invdiveoney.

Problems related to renting out of company properts

Among SMEs that had experienced difficult-to-sgiweblems, only about 2% had incidents
related to the renting out of company propertiethalast 12 months, and another 2% had
these incidents in the last 5 years but excludregpast 12 months. For those that had such
incidents in the past year, 66% had only one intid&8% had two, while 12% had 5 of
more incident. Overall, these SMEs had an aver&ge2ancidents.

About 52% of the incidents were related to defafiltent payments, and a further 38% to
rental agreement. 10% was related to damage ogprep by tenants.
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For incidents considered important, the great nitgjdB88%) were related to default in

payment of rents. Incidents related to rental agezes accounted for another 10%. About
95% of these important incidents involved moneywhbfch about 11% involved $10,000 or
less, and another 65% involved $10,001-$50,000.ushér 21% involved $50,001 -

$100,000.

Problems related to properties owned by the compaes

Only about 5% of the SMEs that had difficult-toasolproblems had incidents related to
company owned properties in the past 12 months aafutither 2% had these in the last 5
years excluding the past 12 months. For those witth incidents, 63% had only one
incident during the period, but about 6% had 10mmre. The overall average was 2.6
incidents for these companies.

About 42% of the incidents in the past year welated to repairs and maintenance of

communal properties, and a further 25% relate@pairs and maintenance inside premises.
Sale and purchase and other property managemetgrsnatcounted for about 11% and

20% respectively.

The majority (76%) of the incidents related to camp owned properties were considered
unimportant. About 17% were considered importantl action was taken. For the
remaining 7%, they were also considered importahnb action was taken.

For incidents considered important, about 37% welated to repairs and maintenance of
communal properties and 17% to repairs and maintanaside premises. Another 42%
were related to other property management issues.

Business-related matters

About 28% of the SMEs with difficult-to-solve pr@whs had experienced business-related
incidents in the past 12 months, and a further 18&b such incidents in the past 5 years
excluding the past 12 months. About 39% of the SKHas had experienced such incidents
in the past year had only one incident during téeogl, while another 22% had 5 or more.

The overall average was 3.7 such incidents.

63% of the business-related incidents in the paat yere related to quality of goods and
services sold to customers or bought from supplaard a further 15% related to negligence
of company staff.

Among incidents concerning business-related matteesmajority (72%) were considered
unimportant. About 18% were considered importarthveiction taken. For the remaining
10% of incidents, they were also considered impotbat no action was taken.

For incidents considered important, about 41% wel&ted to quality of goods or services
bought from suppliers and a further 33% to quaditygoods or services sold to customers.
Negligence of company staff accounted for 11% oidents, and for other disputes related
to business transactions with companies, another 8%
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Other money matters

About 30% of the SMEs that had experienced diftitoHsolve problems had incidents

related to other money matters in the past 12 nsprethd a further 24% had such incidents
in the past 5 years excluding the past 12 monthistHose with such experience, more than
half (61%) had only one incident during the periathjle another 10% had 5 or more. The
overall average was 2.2 incidents.

56% of these incidents were related to getting mdosek from debtors, and a further 23%
were related to dispute over money with other camgsa About 9% were related to
insurance claims.

About 44% of the incidents were considered impdrtarciuding 32% with actions taken
and 13% with no actions taken. For these incidesb®ut 64% were related to getting
money back from debtors and a further 27% relatedisputes over money with other
companies. Insolvency or bankruptcy related problaecounted for 3% of the incidents,
and claims related to insurance, a further 3%.

Intellectual property

Among SMEs that had experienced difficult-to-sojw®blems, about 7% had incidents

related to intellectual property in the past 12 thenand a further 3% had such experience
earlier. For those with such incidents in the gEstmonths, 68% had only one incident

during the period and about 12% had 5 or more. Garage, these SMEs had 1.9 such
incidents.

About 35% of these incidents the past year weratedl to applications for patents,
trademarks, service marks or copyright, and a é&ur82% related to violations or alleged
violations of patents, trademarks, service marksopyright.

About 30% of the incidents were considered impdrtarciuding 24% with actions taken
and 7% with no actions taken. About 51% of theseewagolations of the company’s
patents, trademarks, service marks or copyrightsafudther 41% were alleged violations.

Problems related to injuries or health problems sufered by employees

About 9% with difficult-to-solve problems had exj@rced incidents related to injuries or

health problems in the past 12 months, and a fufe had these earlier but in the past 5
years excluding the last 12 months. For those witth incidents in the past 12 months,
75% had only one incident during the period andual®8% had 10 or more. The overall

average was 2.0 incidents.

68% of such incidents were related to accidentheénworkplace, 13% related to accidents
while on duty outside the workplace, and a furtt@¥o related to health problems caused by
the work environment.

About 28% of these incidents related to employgeries or health problems, were
considered important, including 11% with actioreetaand 17% with no actions taken. The
majority (83%) of these incidents were related ¢oi@dents in the workplace, and a further
12% related to accidents while on duty outsidevibekplace. About 52% of the incidents
considered important involved money.
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Problems related to government departments/ governamnt officials

Among SMEs that had experienced difficult-to-sojw®blems, about 8% had incidents
related to government departments or governmemtia# in the past 12 months, and a
further 4% experienced these incidents in the pastars excluding the past 12 months. For
those with such experience in the past year, 6580dmy one incident during the period

and about 12% had 5 or more. The overall average2ngaincidents.

About 24% of the incidents in the past year wetated to applications for licenses, and a
further 22% related to fines imposed by governnaepartments. Tax assessment accounted
for another 24% and compliance with government legguns on occupational safety and
hygiene, 11%.

About a quarter (24%) of the incidents were considemportant, including 16% with

actions taken and 8% with no actions taken. Abddfio 3of these were related to tax
assessment, 18% related to fines imposed by gowsrindepartments and a further 14%
related to applications for licenses. Compliancethwgovernment regulations on
occupational safety and hygiene accounted for 8%,c@mpliance with other government
regulations, 12%. About 66% of the incidents cdesed important involved money.

Other difficult-to-solve problems or disputes

Only about 0.7% of the SMEs with difficult-to-soly@oblems in the past 12 months had
experienced incidents related to defamation, hiréoeign workers, burglaries, or others
problems such as damage of company assets, andear@d% had experienced these
earlier. The great majority (99%) never had sudidients. For those with such experience
in the past 12 months, about 58% had only one emtidThe overall average was 3.3
incidents.

About 8% of the incidents in the past year weratesl to defamation, 15% to hire of
foreign workers, 54% to burglary and the remair26§o to the other problems.

About 13% of these incidents were considered ingpdytincluding 7% with actions taken
and 6% with no actions taken. 35% of these wdeta@ to defamation, 23% related to hire
of foreign workers, and 42% to others. Most of thexidents involved money.

Handling of difficult-to-solve Problems or Dispues
Types of actions taken

Overall, actions had been taken by the SMEs on 6B#e incidents that were considered
important. For the other 31%, the main reasonsnfar taking action were “no need”
(accounting for 35% of incidents), “believe it widke too much time” (21%), “believe it
will cost a lot of money” (16%) and “do not thinkything can be done” (13%).

For incidents with action taken, the actions takesre mainly talking to the other side
(accounting for 81% of incidents concerned) andkisgeadvice on how to resolve the
problem (19%). About 11% of the incidents were take court or tribunals and less than
1% referred to mediation or arbitration. Issuindavfyer’s letter to the other side accounted
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for 11% and threatening the other side with legdioa, 6%. Complaints were made to
government departments or relevant authoritiegspect of 6% of incidents.

Labour disputes or related problems

For incidents on labour disputes or related proBklewth actions taken, the actions were
mainly talking to the other side (accounting foP@ df incidents concerned), complaining to
government departments or relevant authorities §22%d seeking advice on how to
resolve the problem (18%). Only about 12% of thedents were taken to court or tribunal
and 1% referred to mediation or arbitration. Theaatg the other side with legal action
accounted for 3% and issuing of lawyer’s letteth® other side, 2%.

Renting of premises by companies

For incidents related to renting of premises by panies, the actions taken were mainly
talking to the other side (accounting for 87% dafidents concerned) and seeking advice on
how to resolve the problem (42%). Issuing of lavig/éstter to the other side accounted for
about 13% of incidents and threatening the otha wiith legal action, 6%. Only about 4%
of incidents were taken to court or tribunals.

Renting out of company properties

For incidents related to renting out of companyperties, the types of actions taken were
mainly talking to the other side (accounting foB48f incidents concerned) and issuing of
lawyer’s letter to the other side (52%). Seekingie& on how to resolve the problem

accounted for about 28% of incidents. About 19%inmidents were taken to court or

tribunal.

Properties owned by the companies

For all incidents related to properties owned bynpanies with action taken, the action
always taken was talking to the other side. In @aoldli for about 5% of incidents, threatened
the other side with legal action, and 4% soughtiGden how to resolve their problems.
Furthermore, about 1% of the incidents were takerourt or tribunal.

Business-related matters

For incidents concerning business-related matteesactions taken were mainly talking to

the other side (accounting for 90% of incidentsassned) and seeking advice on how to
resolve the problem (18%). Issuing of lawyer'sdetio the other side accounted for about
9% of incidents and threatening the other side Vetfal action, 5%. Only about 3% of the

incidents were taken to court or tribunal.

Other money matters

For incidents related to other money matters, ttt®@s taken were mainly talking to the

other side (accounting for 86% of incidents coned)nand seeking advice on how to
resolve the problem (14%). Issuing of lawyer'sdetio the other side accounted for about
12% of incidents and threatening the other sidé Vagal action, 10%. About 16% of the

incidents were taken to court or tribunal.
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I ntellectual property

For incidents related to intellectual property, tions taken were mainly talking to the
other side (accounting for 51% of incidents conedinand seeking advice on how to
resolve the problem (29%). Issuing of lawyer'sdetio the other side accounted for about
24% of the incidents. About 21% were taken to couttibunal, and complaints were made
to government departments or relevant authorited9% of the incidents.

Injuries or health problems suffered by employees

For incidents related to employee injuries or hegltoblems suffered, the actions taken
were mainly talking to the other side (accountimy #0% of incidents concerned),
complaining to government departments or relevatitaities (41%) and seeking advice on
how to resolve the problem (20%). About 22% of theidents were taken to court or
tribunal.

Government departments or government officials

For incidents related to government departmenigogernment officials, the actions taken
were mainly talking to the other side (accountiog 84% of incidents concerned) and
seeking advice on how to resolve the problem (28%put 13% were taken to court or
tribunal, and complaints were made to governmepadments or relevant authorities for
15% of the incidents.

Contacts with the other parties

For 96% of the incidents, the companies concerradl dttempted to contact the other
parties through various means. For these caseaghtlglimore than half (51%) were
satisfactorily settled. The others were not setledause negotiation was still going on, or
that the other parties had no response after hdeeg contacted, refused to be contacted or
refused to be contacted or to accept the offermade counter-offers which were not
acceptable.

For the remaining 4% of the incidents, where thaganies concerned had not attempted to
contact the other parties, the reasons were mtialyit was believed that the problems had
to be settled by legal proceedings (accounting5f%o of incidents involved), or that the
problems could not be settled through mutual agezgioetween parties concerned (42%).

Help seeking behaviour

In trying to solve the problems or disputes, thenpanies usually tried to contact their
business friends first (accounting for 22% of imgits), or their business partners (18%),
government departments (16%) and solicitors (15%).

As regards the second party the companies triedotdact for assistance, they usually
approached government departments (accounting 3&),3solicitors (26%), or insurance
companies (22%).

As for the third party, the companies more commoinigd to approach government
departments, debt collectors, insurance companigshe representative of the other side.
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Assistance obtained from outside parties

Of the incidents with action taken, about one tl{841%) had obtained some assistance from
outside parties, including e.g. non-legal persororebrganisations, solicitors, barristers,
consultants or claims agents, and mediators antiados.

Non-legal personnel or organisations

For only about 18% of the incidents with actionelakassistance was obtained from non-
legal personnel or organisations such as busiméssd$ or individuals who were not

lawyers, and organisations such as insurance cadegaand relevant government

departments (e.g. Labour Department). For about 3B%hese incidents, advice was

provided on how to solve the problems. For abou2Tegal advice was obtained.

Assistance in referral of solicitors was obtaineddbout 15% of incidents and assistance in
contacting/ negotiating with the other party, 13%.

The companies were able to obtain immediate assisttom parties contacted for about
25% of these incidents, and another 20% within dags. For about 11%, however, the
companies had to wait for 7 days or more beforBngeassistance.

For about 32% of the incidents assisted, the fellpnaction suggested was to “do nothing”.
For about 17% of incidents, the companies were esstggd to “talk to the other side”. Other
follow-up actions suggested by people consultedewer “take the matter to court or
tribunal” (accounting for 9% of incidents concerhed’complain to government
departments” (7%), “try mediation or arbitratior8%), or to “threaten other side with legal
action” (3%).

For about half of the incidents, the companies eamed considered the assistance provided
helpful or very helpful. On the other hand, for ab®2%, the companies found the
assistance not very helpful or not helpful at all.

In 48% of the incidents, the companies concernedldvdefinitely or probably recommend
other companies facing similar situations to seskiséance from non-legal personnel or
organisations. On the other hand, in about 15%noidents, the companies concerned
would not recommend seeking assistance from thasep.

Solicitors

For about 20% of the incidents with action takessigtance from solicitors was obtained by
the companies. The percentage was higher for intsdeelated to intellectual property,

accounting for 85% of incidents renting out of c@my properties (58%), and government
departments/ government officials (28%). For thmaming 80% of incidents, the reasons
for not seeking assistance from solicitors werentyaihat the companies “did not think

solicitors could help” (accounting for 30% of inerits concerned), “could not afford legal
fee” (22%), “had no need” (18%) or “did not wantporsue legal action” (14%).

For incidents with assistance from solicitors, th&n channel for finding the solicitors was
“referrals by friends”, accounting for 53% of inemts concerned, or personal friends of
staff (16%). Advertisement of solicitors accounfed 13% of the incidents and retainer
service arrangements represented 10%. The maiordaatfecting the choice of solicitors
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were the experience of the lawyer (accounting % f incidents concerned), price (38%),
specialisation of lawyer (35%) and reputation efyar (30%).

Legal advice and issue of letters to other partpanted for more than half (69% and 68%
respectively) of the assistance obtained whilesgamste in documentation accounted for
43%. For about 13% of the incidents, assistancenform of appearance in court was
obtained. The percentage of assistance in the édriegal advice obtained from solicitors
was higher for incidents related to properties aving company (100%), labour disputes or
related problems (89%), intellectual property (89%) terms of issuing solicitor’s letter to
the other side, the percentage was higher for emt&l related to properties owned by
companies (100%), business-related matters (87#8r ononey matters (79%). As regards
solicitors’ assistance in the form of documentatitne percentage was higher for incidents
involving government departments or governmentc@fs (61%), other money matters
(52%), and injuries or health problems of employé#¥6). The percentage of incidents
with solicitors’ assistance obtained in the formappearance in court was higher for those
involving injuries or health problems of employd&98%), and those related to government
departments or government officials (45%).

For incidents with assistance from solicitors, #tempanies were charged on average
$11,650. The average charge was higher, at $60i84@ service of barristers was also
used, and was lower if no barristers were invohad;11,300. The average was also higher
for incidents related to labour disputes or relgazblems (at $32,680), intellectual property
($23,550) and injuries or health problems suffdrgemployees ($20,290). For 66% of the
incidents, the companies concerned did not know tih@nlegal fee was calculated and had
not asked for such information. For 3% of the dlecits, the companies knew how the legal
fee was calculated, but the actual amount turnedmbe very much different from what
was originally calculated.

In about 62% of the incidents with solicitors’ asance, the companies concerned would
definitely or probably recommend the solicitors thead consulted to other companies
facing similar situations. About 12% would defityt@ot and a further 6% would probably
not make such a recommendation, the main reasong tiet they considered the fee was
too high (accounting for 31% of incidents concejnadd that they did not want to get
involved with disputes of other companies (26%)oPgervice of solicitors accounted for
only 6% of incidents concerned.

For 73% of the incidents with solicitors’ assistanthe companies concerned were very
satisfied or satisfied with the services providétie proportion was higher for incidents

related to renting out of company properties, bessarelated matters, renting of premises
by companies and other money matters. For incidentghich the companies concerned

were not very satisfied or not satisfied, the maasons were that the legal fees were
unreasonable (accounting for 59% of incidents corem® or that the solicitors were not

helpful (33%).

In about 28% of the incidents with assistance framticitors, the companies concerned
indicated that the other side had also hired lagvyerhelp. The proportion was higher for
incidents related to intellectual property (54%)juries or health problems suffered by
employees (49%) and renting of premises by compddie%). For about 42% of incidents,
the other side had not hired lawyers.
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About 19% of incidents with assistance from sabigtwere taken to court or tribunal. The
percentage was higher for incidents related to gmags owned by companies (100%),
injuries or health problems suffered by employet¥/4) and other money matters (32%).
57% of the incidents taken to court or tribunal evéo the Small Claims Tribunal and
another 14% to the Lands or Labour Tribunals. Albifto were dealt with at the District
Court and the remaining 12% at the High Court.

Barristers

In only about 0.26% of incidents, the companiesceomed were represented by barristers in
court proceedings. For incidents that were takebistrict Court or High Court, about 16%
involved representation by barristers. For incidenith no assistance from batrristers, the
reasons were mainly that they did not think baersstcould help (accounting for 35% of
incidents concerned), or they could not afford Idgal fee (24%) or they had no such need
(15%).

For incidents represented by barristers, the ketpfa affecting the choice of barristers were
the experience of barrister and their specialisatiBrice was also a factor in some incidents.

Consultants or claims agents

In only about 1.2% of the incidents, the compardeacerned had used the services of
consultants or claims agents. The bulk of suclderds (94%) were related to other money
matters. The reasons for using their services werialy that the companies concerned had
confidence that using them could successfully seoive problem (accounting for 49% of
incidents concerned), and that the companies didvant to spend more time through other
means (40%).

The channels of finding consultant or claims agemse mainly through direct contacts
made by consultants or claims agents (accounting3®o of incidents concerned), referrals
by friends (36%) and advertisements (21%).

The average fee charged by consultants or claimstagvas $35,590. For 44% of incidents,
the companies concerned indicated that they knewthe fees were calculated, which was
based on a percentage of money recovered. In thaimexg 56%, the companies did not
know how the fees were calculated.

In 79% of incidents in which consultants or clai@mgents were used, the SMEs were
satisfied or very satisfied with the services pded.

Mediators

In only about 1.2% of incidents, the companies eomed had used mediation services.
Most (79%) of these concerned labour disputes late@ problems, while a further 16%
were related to employees injuries or health probleFor companies not using mediation,
the main reasons were not being aware of suchcesr{accounting for 51% of incidents
concerned), not believing mediation could help (24%there was no need to do so (21%).

For 89% of incidents in which mediation was usegtfeament was reached with the other
parties, while only 3% failed to reach agreememt32% of the accidents, the companies
concerned were accompanied to the mediation, méaiplpusiness friends, while for the
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remaining 68%, the companies were unaccompaniagdhEogreat majority (97%) of these
incidents, the mediation services were providea foé charge. In about 47% of the
incidents, the companies concerned would definibelprobably recommend the mediators
they had used to other companies facing similaasins.

For 65% of the incidents which used mediation,dbmpanies concerned were satisfied or
very satisfied with the services provided. For &eot25%, the companies were not very
satisfied.

Arbitrators

No company indicated that they had used arbitrasiervices. The main reasons for not
using arbitration services were not being awareswath service (accounting for 41% of
incidents concerned), no need (20%) and not wartbngursue arbitration (10%). Being
unable to afford the fee accounted for only 8%nafdents.

Outcome of actions taken to tackle difficult-to-sole problems or disputes
Current status

For only about 9% of incidents, the issues wetkesther being tackled in court or tribunal,
or through other means. For 44% of incidents, @gent had already been reached with the
other parties. For another 20% of incidents denisiad already been reached in court or
tribunal, or through other resolution mechanisnthwail issues resolved, and 21% where no
action was being taken despite no agreement yhtthdt other parties.

As regards the problems or disputes that werebsitig tackled, more than half (63%) had
all or most issues resolved and the problems weildemyger there. However, for 30% of the
incidents the issues had not yet been resolvedhenproblems were still recurring.

For the majority of incidents (70%), the compardescerned were not planning to take any
further follow-up action. For another 13%, the camies did not know what to do next. For
only about 8% of incidents, the companies were eraptating further action, while for a
further 2%, the companies were waiting the otheée $o take action.

Whether objectives met

For more than half of the incidents (53%), the otiye of taking action was to recover loan

or money lost, or seek compensation, while for la@ofLl9%, action was taken to see that
justice was done. Other major objectives were foesthe problems as soon as possible
(accounting for 12% of incidents), to change thhaveur of the other party (11%), or to

prevent the other party from taking action agaihstcompanies concerned (9%).

For 60% of the incidents, the objectives of takaugion to solve the problems or disputes
were fully or largely achieved. On the other hdindabout 26% of incidents, the objectives
were not achieved at all.

I mpact of action taken on companies

For about 31% of the incidents with action takdme tompanies concerned had spent
money in solving the problems. The amount of mosgnt ranged from $1,000 or below
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(accounting for 19% of incidents with money speatjnore than $50,000 (9%), but overall
51% spent $10,000 or less.

For about 22% of incidents with action taken, tbenpanies concerned indicated that the
actions had no impact on the companies. For abéUt 8f the incidents, the companies
concerned had lost money and for 35%, the compamiksated that they had spent a lot of
time in taking action. In about 23% of incidentse tcompany staff felt very upset by the
actions taken.

In a smaller proportion of incidents, on the othand, the companies concerned indicated
that they were happy with the actions taken (actngrior 10% of incidents), or that there
was improvement in their business opportunities)(2%mpany reputation (1%), or in their
relationship with employees (1%) or business past(Eo).

Views on Access to Justice
Overview

Twelve questions were asked in the survey to taprigws of SMEs managers on the issues
related to access to justice. The majority of thgsestions could be categorised into three
underlying variables, namely “affordability”, “cadence” and “knowledge”.

Affordability and legal fees

Only about 23% of the SMEs agreed that lawyer'sgés were reasonable for the work
they did. The percentage was even lower for aggethiat most SMEs can afford paying for
legal services even if they do not go to court (18%that most SMEs can afford to go to
court (11%).

Confidence and related views

Most SMEs agreed to the statements “if my compaogsgto court, it will get a fair
hearing” (accounting for 69% of SMEs enumeratedputts are an important way for small
and medium enterprises to enforce their rights"%p7and “I have confidence in the
independence of judges” (74%), indicating that @meyal they had high confidence in the
judiciary. The percentage agreeing that most SMiesdonfidence in the ability of lawyers
to help people solve their legal problems” was loate55%.

Knowledge

Most SMEs agreed that “most small and medium engap did not know what to do when
faced with legal problems” (accounting for 65% dBs enumerated), “most small and
medium enterprises did not know how much it wouwddtdo use legal services to tackle a
problem” (74%) and “it is difficult for most SMEsotfind out information on the
specialisation and experience of lawyers” (68%)isThdicated that SMEs in general had
little knowledge about how to deal with justicialgeblems, the cost involved and how to
find suitable lawyers. Furthermore, only a smatigortion of SMEs agreed that there were
enough channels available for most SMEs to seekl&gal advice (24%), indicating that
they had problems seeking free legal advice.
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Conclusion

This is the first time a territory-wide establishmesurvey was conducted in Hong Kong to
find out how SMEs deal with difficult-to-solve prens or disputes. At this stage, before
the statistical information is compared with théadiaom the supply study, it is premature to
reach any conclusion related to access to jushievertheless, a number of preliminary
observations may be made.

As high as 46% of SMEs indicated that they had B&peed difficult-to-solve problems or

disputes that occurred in Hong Kong or had a st connection with Hong Kong,

including 30% in the past 12 months. Problems entyad were mainly business-related
and money related matters. 33% of these problenme w@nsidered important, of which

69% had action taken.

The most common action taken to tackle difficubstiive problems was talking to the other
side. About 11% of incidents with action taken witeen to courts or tribunals, while less
than 1% resorted to mediation or arbitration.

In about 20% of cases which had action taken, éneices of solicitors were used, and in
less than 1%, the companies were represented higtbes in court proceedings.

The SMEs had a high level of confidence in thegialisystem in Hong Kong, but generally
considered legal services costly and unaffordabley also had insufficient knowledge
about how to deal with justiciable problems, thetcmvolved and how to find suitable
lawyers.
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