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Introduction

This research is part two of LexisNexis’ flagship research study, the Bellwether
2020. The first round of fieldwork was completed 5-6 weeks after the first
lockdown started. For this second iteration, we spoke with 120 lawyers from

a variety of small firms (with fewer than 21 fee earners), of which 60 had
decision-maker status in their job roles and responsibilities. The study was
conducted six months after the first, prior to the government announcing the
extension of Its furlough scheme.
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J 1. The state of sentiment

"We know we're in troubling times -
let’s just roll with it and keep pushing
our firms to do better".

1. The state of sentiment
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1. The state of sentiment

Fewer firms now describe
the impact of COVID-19
on their business as
critical. Confidence levels
have remained steady
with 8 out of 10 firms
stating that they were
either 'very'

or 'quite' confident in their

outlook. [Fig 1.1]

Our first 2020 study
was conducted as initial
effects of the COVID-19
pandemic hit the legal
industry. Unsurprisingly,
confidence levels had
dropped, with teams

battling the immediate
effects of the crisis as top
priority — overshadowing
all other business-as-usual
(BAU) activities.

Six months on, though
high levels of uncertainty
remain, the mindset of
aw firms is visibly more
buoyant. Confidence
evels are fairly good
despite the continued
economic downturn and
the potential ending of
covernment furlough
schemes.”

“ Survey conducted pre-November 2020 government furlough extension announcement
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V Decline 13%

2019

2020
Wave 1

2020
Wave 2

2016

"How would you describe your
confidence looking forward
(Very / Quite confident)"

[Fig 1.1]

Confidence is

down, but not to
unprecedented levels
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1. The state of sentiment

Growth returns

said their practice was growing compared to 3-4 years
ago, as opposed to 37/% in the first half of the year.

Equally, just under half (47%) say that their
business was stable, which has remained
unchanged from our earlier study. For some
practice areas, the ‘COVID effect’ has clearly
boosted the need for legal work, whilst for
others, pandemic restrictions exacerbated
existing issues.

There appears to be a split in the market
here, between those who appear confident
regarding their firm’'s performance and
those with a more negative outlook. When
asked about the impact of COVID-19 on
their clients, the same question gave results
skewed more towards there being a 'critical
threat' to business performance. [Fig 1.2]

f(ﬁ® LexisNexis’

COVID-19 to be on your

Wave 2

What do you expect the
full impact of COVID-19
to be on your firm?

Wave 1

Wave 2

And what do you
expect the full impact of

clients? Base: All (120)

Wave 1

[Fig 1.2]

Perceived impact of COVID-19 on legal market

B Increase demand

B Decrease demand

7 9ABMA

31% 13%

30% 11%
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B Ciritical threat that
could put us/them
out of business

B Critical threat that
can be mitigated
with effective

response

Short term

T 9ABAA

Long term

[Fig 1.3] How do you think Covid-19 will affect the legal market as a whole, in both the short-term and the long-term? Base: All (120)

“We deal almost exclusively in family
and children law our workload has
grown exponentially over the period of
the pandemic’.

“As a firm, we have made sure to stand by
our client’s side offering business support
as well as legal services. We have also
realised the opportunities that the current
market has for acquisitions and disposals
of businesses”.

"A large chunk of our business comes from
property. While we are experiencing a
post-lockdown boom at the moment, this
is unlikely to last. If we return to a 2008
situation, we will have to make some
difficult decisions’.

“The courts and criminal justice system
are underfunded and have been for many
years. The COVID lockdown has stretched
an already broken system and the backlog
of cases will take years to clear’.

1. The state of sentiment
2. The human effect

3. The operations upshot 5
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One of multiple
challenges

The impact of COVID-19 has now dropped back

to be in line with the typical law firm challenges of
attracting new business and the continuing demands of
compliance regulations.

Though still ranked as a “Top 3’ headache, crisis
management is a significantly less dominant concern
when compared to results from the earlier Bellwether
2020 study. [Fig 1.4]

B Wave?2
B Wae1l

497 vs 63*

state the Impact of COVID-19 among their
three biggest challenges.

Attracting new Impact of Continuing demands
business COVID-19 of compliance

[Fig 1.4]
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https://www.lexisnexis.co.uk/blog/covid-19
https://www.lexisnexis.co.uk/legal/practice-management/new-business
https://www.lexisnexis.co.uk/legal/risk-compliance/
https://www.lexisnexis.co.uk/legal/risk-compliance/
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Respondents now believe that compliance, keeping up with
iIndustry changes and topically - political and economic
uncertainty due to Brexit - were higher priority threats. [Fig 1.5]

"Peaks & troughs with every day, but uncertainty is the key thing
here’

"We know we're in troubling times -
let’s just roll with it and keep pushing our firms to do better.

Challenges faced

Continuing demands of 43 81
compliance regulations
Keeping up to date with 31 82
industry changes
Political/economic 17 48
uncertainty due to Brexit
[Fig 1.5] The following
WAVE 2 WAVE 1 challenges/threats were raised
o o by other solicitors we've
B % Very significant % Very significant spoken to. How significant are
.. .. each to your curent business?
B % at all significant % at all significant Base: All (120)
1. The state of sentiment
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2. The human effect

"That the staff are an integral part
and should be valued. Without the
staff, the business is worthless”

1. The state of sentiment
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Staff morale is now cited as the top concern for firms, especially those
with 6+ fee earners. Issues around isolation and lack of motivation are

increasing dramatically and feature strongly in the list of issues raised
related to homeworking.

The three main COVID-19 concerns in Wave 2 versus Wave 1, were
the impact on staff morale and wellbeing (58%), maintaining a client

base for the future (34%) and the impact on efficiency (25%). [Fig 2.2]

[Fig 2.2]

13%

Better

Impact on staff morale and wellbeing

Interrupted matters/matters on hold

Maintaning a client base for the future

o
43 /O Impact on efficiency

L 2
Worse
¢ B \Wave 2
Same Wave 1
[Fig 2.1] Overall morale and wellbeing
has become worse under lockdown for a
third of respondents
1. The state of sentiment
f ® - -
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Home isolation

Issues encountered with homeworking

O

® Major issue
[Fig 2.3] I n
M Slight issue
are experiencing feelings of isolation, lack of
motivation, and issues around miscommunication

or insufficient communication. Are the cracks

beginning to show in the homeworking model? [Fig 2.4] To what

extent have each of
the following been
an issue since you
started working
from home? Base:
All (120)

Lack of management direction and
supervision were also considered to be
Increasing issues since the first lockdown.
Young lawyers, in particular, who perhaps
typically rely on colleagues for morale and
training, said they were feeling increasingly
isolated as the crisis has deepened. Is there
an opportunity here for firms to focus on

the employee? [Fig 2.4

Isolation/

lack of motivation
Lack of face to face
client contact

Lack of appropriate
technology

Getting to grips with
new technology

1. The state of sentiment

77 ® - - .
((5 Lex | S N eXIS 2. The human effect

3. The operations upshot 10




2. The human effect

Homeworking at large -
what’s the plan?

o/ At 65%, as the crisis has gone on,
65 O . increasing majority of lawyers
would like to work from home
longer-term (either part or full-time). Though part-
fime homeworking remains the preference for the
future, work/life balance is suffering, and solicitors

are now experiencing similar levels of stress and long
hours to those of decision-makers.

Respondents report increased problems in managing
staff remotely (31% versus 19% during the first
lockdown) and quoted a greater emphasis on data
and targets to measure employee performance in a
remote environment.

Stress levels and morale are poor overall, with almost
half stating that this has worsened over time.

[Fig 2.5] V\/h/ e there is a perceived improvement in productivity compared to earlier in the year -
is still lower than pre-COVID. Work/life balance continues to be hit hard

45% g 26*

A describe their say they feel it is poor,

experience as ‘Good/ particularly those working
Very Good’ in smaller firms with under
20 fee earners.

7(5® LexisNexis’
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Work/life comparison to pre-COVID-19 days

Flexibility of working hours
(51%)

Work/life balance

Number of hours worked

(38%)
Stress levels

36%
Overall morale/ (36%)

1 Wave 1 fi in the bracket
We”be“’]g (re|ated to Work) ave 1 figures In the bracke

(13%)

[Fig 2.6] How do the following aspects of your work compare to pre COVID-19 days? Base: All (120)

Current work/life balance

B Senior lawyers

B Junior lawyers

Stress Overal mpra/e/ Hours worked
wellbeing

[Fig 2.7] So how would you describe your current work/life balance?

1. The state of sentiment
2. The human effect
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The proactive approach

The effectiveness of homeworking is undeniable;
however, firms have had to think on their feet as the
human elements of business, and relationship nuances
are far more difficult to manage online. Perhaps now,
looking to 2021, firms could think about putting
strategies in place to manage the ill-effects of distanced
teams longer-term.

The reported low morale and poor work/life balance of
this study has increased since earlier in the year. Firms
who proactively manage the ‘human effect’ of COVID-19,
stand to see benefits in morale, staff retention and
resilience of teams.

Could firms look to advertise mental health apps, online
exercise, activities or groups that are running? Consider
informally surveying your employees regarding frequency

of meetings, team collaboration and what they think "We have adapted well to working remotely. We are
would ease the pressure. Encourage your Partners to financially stable and work continues to flow in. However
discuss the importance of openness in management we are not complacent as there are challenges, including
styles, and offer further training where needed. supervision, mentoring, motivating and retaining staff and

networking with existing and potential clients”.

1. The state of sentiment

77 ® - - .
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3. The operations
upshot

“You cannot plan everything. You can
survive the most difficult imes!"

1. The state of sentiment

2. The human effect

3. The operations upshot 13
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"‘Equally it is important to have face-to-face
contact with your colleagues, as working
remotely can be lonely and demoralising”

® firms feel they will still be in
I n business for the longer term

[Fig 3.1]

37% of law firms said
their work had suffered
due to COVID-19 in our
initial study. Now, just a
quarter of firms feel they
are suffering.

said their work had
Improved or stayed
the same

Productivity versus
pre-COVID levels an
Increase from /1%.

But will this sentiment continue as the year closes? The impact of
COVID-19 on productivity and the quality of work overall has not

been severe. Investment in processes and technology remain the key
driver for change in legal business operations.

[Fig 3.2]

1. The state of sentiment
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Furlough tempers cuts

Our study showed that three quarters of firms
furloughed staff (or 90% of firms with 6+ fee earners).
1 in 3 planned to claim the £1,000 Job Support
Scheme retention initiative - with the recent
government announcement, we can expect firms to
continue to rely on support.

1in4 firms

are implementing cuts
(23% versus 4% during

the first lockdown)

Q. Six months into the COVID-19 crisis, what have been the
most important learnings for your business?

[Fig 3.3]

“You cannot plan everything. You can survive

said, the larger firms are inwardly looking concerned the most difficult times™
about employee welfare, whereas smaller firms are

concerned about their current and further client base

An Increase in redundancies will hit firm financials. That

and volume of work. [Fig 3.3]

1. The state of sentiment
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Spotlight on tools and
investment

73% Increased investment in processes and
technology are the key areas of focus for
change, yet investing in people and training

of respondents still see COVID-19 as an are marked lower on the priority list - though

opportunity to drive change and innovation. 5 firms recognise the need to invest in those

Though as the focus of investment is needed to drive technology change, as well as

channelled towards technology, there is a the appropriate tools for the business? Equally,

danger that other business areas will suffer. though marketing efforts appear to bring

short-term gains, ultimately the impact of
cutting marketing budgets and losing traction
and visibility in the market, could lead to long-
term problems for the firms.

COVID-19 has resulted in marketing and
website investment both declining, as well as
Investment in people, recruitment funds and
fime allocated for pro bono work. 40% of firms
are changing their practice area base, whether
that be becoming more generalist or specialist,
with the majority specialising.

As employees work remotely, the introduction
of new systems and tools will require an

even more carefully scrutinised training and
implementation plan, particularly for younger

of firms are and/or new workers.
changing their

practice area base

40%

[Fig 3.4]

1. The state of sentiment
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Q. Six months into the COVID-19 crisis, what have been
the most important learnings for your business?

“The continued need for financial “Use of technology to support mix of home
prudence whilst at the same time and office location practice and how to
looking to increase revenues”. support staff morale and motivation”.

As business operations continue to run relatively
smoothly online, could face-to-face contact
necome seen as more of a nice to have?
However particularly in a pandemic scenario,
business needs to be a human operation first, a
nusiness operation second.

Technology aids increased productivity in the
sector, and tools can offer practice area coverage
and specialisation in new, accessible ways.
However, internally, a greater emphasis needs to
be placed on the face-to-face impact of teams
working remotely, and therefore management’s
ability to maintain a strong hold on output.

“We can operate efficiently remotely and with less

face-to-face client contact. We are reviewing the
set up, no longer having a full time receptionist.
Equally it is important to have face-to-face contact
with your colleagues, as working remotely can be

lonely and demoralising”.

1. The state of sentiment

77 ® - - .
((5 Lex | S N ex|s 2. The human effect
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Gross Legal Product Report

It has rapidly become a platitude, but it
is hard to overstate the impact COVID-19
has had on the legal community.

GDP (Gross Domestic Product) is a measure of
the level of demand in an economy, tracked

using a representative basket of goods and

llhl.l‘l"‘l‘hb;ﬁlh:h* A +Ih,

services. Our GLP (Gross Legal Product) index
works in exactly the same way - it measures

report December 2020:

Our industry is facing its greatest operational
and commercial challenges. The long-term
impact is still hard to gauge. Whilst most
areas of the market have proved innovative
and resilient, there will inevitably be some
organisations - firms, corporates, chambers,
charitable groups and academic institutions -
who will struggle to survive the next

few months.

m Follow LexisNexis UK

businessoflaw@lexisnexis.co.uk

Download the
LexisNexis GLP Index

Quantifying legal demand
growth and the impact of
COVID-19

For more information, please contact the report’s author.

5 LexisNexis

f§® Continue the conversation, contact:

Join the discussion @LexisNexisUK

All trend data and model inputs taken from government or publicly
available sources. Where possible, specific sources have been cited.

a set of influencing factors and activities to

estimate demand in the Legal Market.

Download the Report >

LexisNexis GLP Index

6. Recommendations

Market Demand Index report

6. Recommendations
Market Demand Index report

Make use of government schemes: Build robust business practices

= Where you need to, have you made use of government COVID-19 schemes? You can find what financial support is
available for your business (including loans, tax relief, cash grants, job retention scheme] on

 78% of firms we surveyed had made use of at least one of the government's COVID-19 business support initiatives,

(continued
with 57% furlougl f and 42% taking out a Coronavirus Business Interruption Loan g g

Keep control of your cash:

« Qutbound - are there any unnecessary costs you can strip out or delay? Review your variable costs, placing
restrictions on any non-essential items. Seek payment holidays or negotiate discounts (particularly for rent,
mortgages or services you haven't been able to use because of lockdown). Have you considered moving to digital
services - these are often better value and more flexible than the traditional offine alternatives?

Improve your Marketing strategy

« Incoming - although your customers may also be struggling, stay on top of yc

Aneliya Vazharova accurately and don't be shy to chase late payments. Proactively negotiate pa
e ey flow and partial recovery in case of bankruptcy. Review your credit facilites :
may need

« Forecast your cash flow regularly - you need to understand the impact and be
threats to your business. A regular cash flow forecast will help you make quic
information becomes available.

I 2.2 Executive Summary - Segments

LexisNexis GLP Index

= Make use of temporarily ebb in volume of work to invest time in the core functions of your business
== to put your practice on a firmer footing for the future. M iewing their
 or researching better business system:

7 half o
research tools

« Systems - Are you using the MS Office suite effectively? Do you have a CRM and matter management
tools? Are you using them well? Are there any tech vendors you haven't had time to assess or meet with?

« Itis easy for your customer to find out who you are and what you do? Is your website clearly written and

LexisNexis GLP Index

I 2.2 Executive Summary - Segments

Embrace remote working
« Are you working efficiently during lockdown? Our Bellwether survey of small¢
dropped by 29% on average. Make use of video conferencing software and ¢ COVID-19 COVID-19
Cons ’7‘ emente of your lega workl it Less! Practice Area exposure -l-o 6 % Practice Area exposure
« Consider what elements of your legal workflow can be digiised. Legal resear Top 100 H Small and Solo
anagecith dighol mnovatons % P Overal ot between 2017-2019 27% 39%

« Have regular, scheduled contact with your team - if you dor't put it in the di

happen. Keep a mix of workc-related meetings and more casual catch ups, vir Insulated

« Lockdown will be affecting your staff in different ways - think about their wo
pressures and whether they feel isolated

Protect existing customer base

* Have you spoken to your top clients since lockdown? Don't let your internal ¢
customers

« Are your clients busier or facing new challenges? Does COVID-19 create any

on the Practice Areas we have identified as counter-cyclical (such as employr,

deepen yourreationship with existing customers navigate these trends and increase their workload in spitc

o Alternatively, City firms may have been more successful i

49/4 rest of the market - growing fees more quickly than volur

supported by the fact that FE numbers (a better proxy fo

0 be done) have grown more slowly - ¢.2% p., closer to

Business Development

+ COVID-19 creates an opportunity. Both your existing and future customers Counter-cyclical

that supports their current situation. Help them to consider some of their bus'

« Analyse your own business to help inform your plan - what are your best lead % The immediate impact of COVID-19 may not be too drar
generated from, how profitable is this, is it scalable? larger practices in counter-cyclical Practice Areas will actu

Kingsley Daniels
Director of Busin « Tailor your approach to your business, culture and resources. Then bring your ¢ COVID-19 increases in demand (and revenue). Even some Practice 4

prospects are likely to see an uptick in work over the nex

E that puts BD at the heart of your staff's interactions impact

« I your existing business lines aren't sufficient, diversify

Beyond the immediate fallout, large firms which have a h
hit by COVID-19 face tougher long-term prospects. Res]
Employment specialists will be busy for years to come, b
partners at the top 100 firms. Property teams will see lo

+ Get the simple things right. Do you have a pipeline of prospect customers? Ha
industries or areas for your firm? How do you manage inbound leads and take

estate work and even with adoption of remote proceedi
quickly return to pre-crisis volumes

AT-A-GLANCE

COVID-19
Practice Area exposure

30% 37%
Insulated COVID-19 N

impact For General Practice or larger Consumer firms, their m|
(compared to the Top 100) has generated faster recen
Employment legal work, particularly tribunal volumes,
backdrop of record-breaking labour market health. Ste|
Private Client work have meant that decline in Disputq
hasn't supressed overall growth between 2017 and 2(

General Practice & Consumer

Going into the COVID-19 crisis, while regional firms
position than their City peers, demand for their servicd
3 3% consistently (with 63% of work steady or increasing)

remain a star as clients review their staffing levels and
Counter-cyclical a steady supply of income. Private Client and Family ai
may even see an increase in work, driven by the chall
and the healthcare crisis. Property is likely to be the bi
Conveyancing specialists will be interested in our dee|
market recovery on page

The Future of Law. Since 1818,

Our numbers are lower because of the segment’s heavy exposure to Practice Areas with
slower volume growth over the last few years (we have not sought to model revenue
growth). Financial Services has fallen back slightly following a peak in 2016-17 and
Dispute Resolution has been affected by a long-term trajectory of decline in trial and
appeal volumes. It may well be that the largest firms in the country have been able to

Counter- covID-19

Our model estimates that underlying demand for legal services has grown by just 1% cyclical impact COVID-19 has hit high street lawyers hard and fast. However, after solid recent
since 2017. This stands in stark contrast to revenue data, which (even after stripping out
the impact of large mergers) has increased by more than 10% over the same period

LexisNexis GLP Index

Practice Area 4.11: Property 15.2% -243“”@

nuy | Q) a
Slowing GROWTH GROWTH

« Mixed growth since 2017 ~ headwinds in both residential and commercial real estate,
completion volumes impacted by Brexit uncertainty

« Total freeze in market caused by lockdown. Some counter-cyclical demand
(rent negotiations, force majeure, CVAs)

« Strongly pro-cyclical Practice Area in the long run. Although housing market is reopening, may take years
for transaction volumes to recover. Commercial real estate likely to decline with shift to remote working
and online shopping

Recent performance

Property has had a mixed performance over the past few years. The mood music hasn't been
favourable. Residential property performance, which is strongly cyclical and prone to exogenous
shocks (of which we aren't short), has been subdued. Commercial property work has been

more mixed - the retail sector has felt severe pressure with the shift to online shopping, whilst
commercial office building and rents have (until recently) been buoyant

This has manifested in a 15% growth in demand for legal services. Whilst residential house prices
grew 8.4% over the last two years, completions (the better proxy for legal activity) has fallen
-5.4%. More legally complex Help to Buy transactions will have helped conveyancing lawyers
(growing at c.80%) but complex residential planning applications fell by 19% over the same
period. Housing starts, a strong forward-looking indicator, are positive growing at 16.3% -

which might provide a small amount of good news...

4.11.1. Residential property drivers (2017-19)

*16.3%

'8.4%

idential housing
transactions

-5.4%

Housing
building starts

The Future of Law. Since 1818. 29

Overall growth between 2017-2019

growth in demand for their services (+4.5% since 2017), they should be on a firmer
footing to weather the crisis today, than if it had hit several years ago. The segment
has benefitted from more of their firms working in fast-growing or otherwise
resilient Practice Areas. With traditional consumer work such as Private Client,
Crime and Family making up almost 40% of high street firms’ workload, demand at
these firms should have been stable in the last 3 years. Augmenting this core have

been pockets of high growth. Despite Brexit uncertainty, the residential property

LexisNexis GLP Index

*4.5%

LexisNexis GLP Index

2017-19
GrowTH | @) GrowTH

Practice Area 4.11: Property “15.2% - |-24.8¢ @

Q1 2020
Slowing

Longer-term outlook

While these dynamics will likely increase demand for legal services in 2020, the longer-term
outlook is less hopeful. Share prices of the UK's biggest landlords have fallen 59% and have not
rebounded like the rest of the market. Demand for office space is likely to structurally change as
businesses encourage a greater share of their workforce to work from home and reassess their
real estate needs. These dynamics, combined with likely large-scale insolvencies for high street
retailers and a shift towards online retail, could create a perfect storm for commercial property
prospects beyond 2020.

The question residential conveyancers will be asking is - how quickly will the market rebound?
To try and predict this, we have plotted transaction volume recovery from the last 2 major
recessions. Generally, house prices took either 23 (early 1990s recession) or 25 (2008 credit
crisis) quarters to return to pre-recession levels (see fig. 4.11.5 below). Transaction volumes, the
better measure of conveyancing activity, are even slower to recover. It took 51 quarters to return
to pre-1990 recession levels and volumes have still not returned to pre-2007 levels, 52 quarters
later.

Although the COVID-19-induced recession is of a different nature - demand or market sentiment
may recover more quickly than in previous instances. However, historical precedent suggests that
it may take years for residential property activity to return to 2019 levels

4.11.5 Property Prices & Transaction Volumes During Past Reccessions (1957-2020)

400
300
200
100
0
N 77§ 7P

= Average Price All Residential Property Types (Index

Period of Recession Ml Annual UK Residential Property Transactions (#, Sea
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