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Sgeakers:

t _
| steve McAdoo, Esg.

- Joel Hyatt, Esqg.

Benjamin O'Steen, Esqg.
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PROCEEDINGS
-CHAIRMAN SANTARELLI: Ladies and gentlemen, we hav
our-panelists here and we can withhold our report on Community
Feliowship Progréms to be made to us at'this meeting until the
end. We n.light'as well get on with oﬁr legal clinic discussion
| We'have this morning Ben 0'Steen, Steve Mcadoo,

from the Q'Steen Clinic in Phoenix and Joel Hyatt of the Hyatt

'ﬁegal Services, and I think that we may find this a useful

information gathering session.

We will hold questions until thé.énd of the report
period. We will have a digcussion with our panelists. We can
begin right away since we have stérted‘a few minuﬁes late.

| I thought we might start with the 0'Steen group
and hear a‘little bit of the history of their organization,
particularly,.pointed to the way in whibh their mechanism

operates. We would like to hear what the demand has been, how

it has grown, if any, and how they operate the clinic.

if you would give us a tihumbnail of that, and

then we will ask questibns as they occur to us. I assume that

is what you are prepared to do.

MR, O'STEEN: Well, we were prepared to do some-

Il thing like that. We did not know altogether what you wanted

CAROL J. THOMAS
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to know, but we had a general idea. So, we can dicuss the
tbpics you just raised.

A- I will say a few words about organiz_ation, client
baéé, deﬁand, and how demand has been effected over the years

and by what, and then I will defer to Steve on the question

"how the office operates in terms of Steve McAdoo is the

business maha_ger_ of the firm and I am the managing partner.

First of all, the firm, the law firm was formed in|

1974, in early 1974, by myself and John Bates, who was the oth

party to the now famous Bates Supreme Court lawyered adverting
case.

Both J_ohn Bates and I had previusly served as staf

lawyers in the local Legal Services Program in Phoenix. We:

realized a couple of things during the course of our work with
the Legal Services organization in Phoenix, and that was that

a number of people were being turned away for service who

) neirertheless we félt would probably no£ be able to find legal

services in the private market because their incomes were not

sufficiently high to enable them to devote those dollars to

‘buying that service and that the cost of service in the area

for most things appeared to us to be unreasonably high. That

was one of the things we learned. We also learned, of course,

-

F
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that with sufficient volume the development of a system ap-

© proach to the practice of law could enable us to reduce the

cost 0of delivering service and pass that reduced cost along

in the way.of fees., So, in 1974, we left our Legal Services

positions and opened what was then styled the "legal clinic

of Bates 'and Ol'Stéen.

Over a period of several years, we spent many,
manyuhours.deveioping-thesé systemé for efficient handling
of cases, and then realixed that some point in time that we
just simply were nét attracﬁing the volume of clients necessar
to make‘those system cost justified.

| Therefofe, we at that point decided to run an ad-

vertisement in_the_local newspaper which‘set up the Supreme
Court caée. In the ensuihg years, the firm has changed its
style and Qersonality soﬁe and, in fact, about nearly four
years'ago, ﬁe genesised the term "legal élinic." In fact, ove
the: last several years there has been a rush on the part of ad
vertising high volume law firms to abandon the use of that
térm "legal clinic." I don't think Joel ever used that.

MR, HYATT: Yes, we did.

MR. O’STEEN: Oh, fou did. In any eyent, the styl

of our practice is. very much as it always was, that the vast

CAROL J. THOMAS
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3162 MUSKET COURT
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(j) o1 majority of our cases in our office copsist of divorce work,
2- most of it qncontested, simple non-business bankruptcies, the -
.3 drafting of wills, small 'personal.‘injury cases, and probate
4 Vadmini'stration.a_nc.i. small estates. |
5 | . The denmand for our service has increased substantial
 6 ff 1y in .rec'énl‘lt years, largely as result of thé adver.tising pro—_.
3 - 7 _grém--that we have. Many of the pedple who see ti_s now have
8 .ind.icated‘ that they ha'vé héver seen a. lawyer befofe in their
? | .livés.. So; we are déaling with many first time users of legal
10 _sei:Vides and many of them, of course, have.indicated that some
11 lof our advertising faessages such as, "free" or "low cost
() | 12 consultations" are th_e things that attracted them to the firm.
- 13 | | That is in a nutshell a _descri@tion of the history
14 pof -the firm and some information about demand. You can explore
15 that with me fur'thef by questioning if you would like.
16 '.I will let Steve s~ay something now about how the
17 firfn opérates_. -
18 i '~ CHAIRMAN SANTARELLI: Let us hea}: that before we.‘
' 19 get: into some substantive questions.
1 20 ' MR. McADOQ: We really attempt to streamlihe our
21 ro.perations in several ways. We attempt to standardize as
Y Ben méntionéd the routine services thét we provide on a legal
) | . CAROL J. THOMAS
~ _ : STENOTYPE REPORTING SERVICES, INC.
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up forms to do that so that we do it the same way everytime and

that we don't make mistakes in providing service for a client.

‘volved this. I don't know if Joel has this or not, but we

basis. The bankruptcies, uncontested divorces, wills, we set

We also attempt to standardize a great deal of our
administrative functions in terms of timekeeping, internal
office:organizétions, financial, writing checks, et cetera.

‘we attémpted to automate tQ a great extent. We havsg
automated wor&'processing and data processing eguipment in thé
office. ._We usetthé data processing eqdipment‘for timekeeping
and5bill pUrposes; for dobket and calendar control and for
financial reporting.

Additional uses of data processing currently in-

don't at this point use that as an automated research and liti-
gation support, which we will be getting into;

Primatily; I would say that the office concept we
have is specialization of peoplé. Wé attempt to specialize
attorneys and paralegals ih areas of the laws so that they can
becone very‘proficient and very good in a narrow area of law
practice, and as well we attempt to specialize administrative
and support,peopie tht work in support of the paralegals and

lawyers.
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Tnese are word processors, data processiﬁg operéfors
administrativelperscnnel, rgceptionists; those sorts of
people; ' | . |

| So, it is réally sbrt of a ﬁhree-prong approach to
the practice of law through sﬁandardizaﬁion, specialization,
and.éutdmétioh. |
':CHAIRMAN SANTARELLI: Tell us something about the
numbérs involvéd; both inrtermé of cases, volume of individuals)
and staff structural support. B |

How big are ydu and what kind of volume do you do?

MR. McADOO: We have 10 aﬁtorneys, currently. Wg
have ach attorney carries a caseloéd depending on the type of
law he or she is bracticing in, anywhere from 75 to 150 active
filés,'Which_is'é pretty heavy caseload_in coﬁparisoh to other
stylés of practice.

 I suppose £hat is-why.these sorts df'standardizatiOn
appréaches‘have evolved. ;in order to handle that high a case-
1§§d and continue to provide a good quality legal service at é
reasonable price, you have got.to standafdize what you are doing

and make iﬁ_well organized and well-planned.
| CHAIRMAN SANTARELLI: How do you support that kind

of attorney staff?

CAROL J. THOMAS
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'{(js . 1 MR. McADOO: Our staff ratio might be probably
e
2 llabout 1, 5 to 1. That is support people to attorneys. Those
3 || kinds of ratios are probably foolish to pay too much attention

4 to because-lt depends on the style of practlce.

5 . . Qurs happens to be about 1.5 to 1. That includes

6.' all the word processing, data processing, receptionists, people
%" like myself, bobkkeepers,_all those sort of folk lumped togethex
8 amount to one and a half times the number of lawyers.

| 9' o CHAIRMAN SANTARELLI: Is the staff fungible to all

10 the lawyers or does the structure relate to a staff or to a

n. Lawyer or to a specialty?

23 /ﬂi> ' 2 .__ MR. McADOO: Wg have a matrix organizatibn.which thd
;é k“ ‘13 | statf ali basically work for me., They work with therattorneys.
é i4' Allxthé paralegals work for me, all the administrative people
_é ' s “work for me.
3 16 : | -I basiéally difect theﬁ into their éfea of speciali-
€ 17 ?a£ion. I direct theif more or,less-day-to-day overall -~ I |
E 18 provide the parameters of their'job. We: try to SEructu;e jobs
E 19 ||So that peopie have a greét-deal of freedom, particularly, the -
-5 )
E 20 paralega;s and they do a,great'deal of substantive work so that.
é 2{ they work on their own ana with-the instruction and gﬁidance
1 . .
é 2 of a lawyer. So that basically, we have got kind of lawyer/

j - | | CAROL J. THOMAS
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direction of a lawyer or team of lawyers in a special area.

" that? Does it look kust like a regular office?

' way my matrix management structure looks confusing.

. for instance, we have three paralegals that work in the personag

10

parélegal teams; They are working together for the client.
| VIn terms of pheir reporting the’actual business
sﬁructure, the lawyers repoft to ﬁhem, all the support staff
reports to.them;- So, it is sort of a matrix.
| CHAIRMAN'SANTARELLI: It sounds confusing from a
standard law office experieﬁée.- In my world, the private pracH

tice, the tendency is for the paralegal to work under or at the
~That is what I am locking for, How do you structurd

MR. McCADCO: ©WNo, it really doesn't, and it tends to

look confusing when it is talked about in that way, but in a

It is not the old one box underneath another box,
but the reporting actually tends to work better, I think, than

a law office. The way it actually works is the paralegals,_

izla.ju.ry‘ area. They have their own fi.les, they _havle involved in
doing the intakes _v;'hen those people come in. They gather the
information from the ‘client. Thégr then introduce the client

to the attorney who will be _seeing the case and the cases are

assigned to attorneys on a rotation-type basis.
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We try to monitor caseloads and make sure we con-
trol caseloads by controlling which case goeS't§ which lawyer;
but the fiie is worked‘up and begun by ﬁhe paralegal. ;

: So, if.I have got a paralegal working in personal
injury, that pa;alégalfmay be working with any one of four
attorneys.

7  CHAIEMAN SANTARELLI: Who works in personal -
injury? -

MR. McADOO: Who works in personal injury as well
as in other things.

.Our level of specialization is higher at the

paralegal.and than is at the attorney leﬁel. The paralegals

are truly specialized. The lawyers are oftentimesrworking
in two or three areas of the law. It might be domestic
relations as well as personal injury and corporations.

MR. O'STEEN: We have no one to one personale

relationship between 1awyefs and staff in our office. There

are none.

CHAIRMAN SANTARELLI: That is what I wanted to
know.
MR. O'STEEN: We have a staff that consists of

pards ahd modules, including lawyers, paralegals and word
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Processing or clerical pool, and there isn't any one-on-one
relationship between lawyers and staff.

CHAIRMAN SANTARELLI: Why did you you evolve that?

- Sheer efficiency issues?

MR. O'STEEN: Yes, and T can tell you it works

'very'well for us in the style of practice we do.

CHAIRMAN SANTARELLI:  Tell us something about

YOur recruiting mechanism. Where do you get your young

lawyers or your lawyers? How long do they stay?

| MR. O'STEEN: . In terms of recruiting lawyers,
we_look for 1awyer§ who have at least two years' experience
in a general ci&il.practice prio; £o the time they come to
us. Frankly, we have a number of lawyers on our staff who
are formefAlegal_services lawyers.

The background and training that they get in

 1egal sérVicés prbgrams translateé very well into what we

~ are doing, aﬁd S0 a number of them have that background.

: Others are lawyers who ha&e responded occasiénally
to recruitingads that we place in local newspapers where_those
jog parameters aﬁe'given.

CHAIRMAN SANTARELLI: These are questions that

would equally be applicable to the Hyatt organization and

CAROL J. THOMAS
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from the panel. So, perhaps, we could do that now.

- structure, and then we can discuss these comparatively.

‘had asked me to give. It reminds me of the story that

" ‘Russell Long-telis about his father who came home.one night

- if she found out how late he came in and how drunk he was when

- and-moments after that his wife turned on the lights and walkeq

structural, and I made an error in letting him make his

represénrtat‘ion second so that we could direct gquestions
Let us shift to Joel and he can tell us what his

'MR. HYATT: Thank you, Mr. Chairman.  You asked

earlier if we were prepared to give the kinds of remarks you

as, I guess, he was wan{:ing to do.

He came after being out with a couple of his
buddie-s. too late, and it ;vas the middle of the night and he
was prlet{:y drunk and hé was lgoing to tip~toe in and no£

awaken his wife because he knew he would be paying for it

he came in.
He was _doing‘ fine until he tripped over a chair

in t':heAbedroom and crashed with « loud thud on the floor,

over and was glar_ing down at him and he looked back up and-
said, "Honey, I will dispense with my prepared remarks and

I will be glad to take questions from the floor."
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| Russell Long tells the story better tﬁan I do.
CHAIRMAN SANTARELLI: I had the same kind of
experience ﬁorking for Sam Irvin. I just violated the.
principa1 rﬁIe of beihg a géoa chairman; but I did follow the
Irvin rule which wasrthe‘Uncle Charlie's mule rule. It
didn't kick according to no fﬁle.

MR. HYATT: Like Ben, I have no prepared remarks

" and I would be glad to talk genérally in response to the

questions you directed to us.
Let me start off by indicating my indebtedness
to Ben O'Steen. Ben and his'colleague reaily deserve a lot

of credit from our profession and from the 'public for having

- the courage and the brilliance to bring that case up to the

United States.Supremé Cou?t which led to é‘landmark decision.
| _véry few of us as lawyers ever in our career are
iﬁvolvéd in a iangmark_décision as Van has been involved in,
one_whidh not oniy.brings much credit to our profession, but
much more.importantly, has served so well_the inﬁeresﬁs of
the public for éonvenient and affordable access to legal

services. Without the ability to inform the public of

-firms such as Ben's, such as Hyatt Legal Services, many of

these people who had never sought legal counseling before

CAROL J. THOMAS
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I - that Hyatt Legal Services has experienced in just six years

they need in protecting and enforcing their rights, and I

law firm in New Ybrk City, returned to my hometown in

 new cities and states, and I think the overwhelming growth

. is e‘vidence of the enormous need which'-had been unmet on the g

15
would still not be availing themselves of legal counseling

want to indicate my appreciation.
Hyatt Legal Services was founded immediately
after the Supreme Court decision in the Bates case. That

decis'i_on came down 'in' June of 1977. I left a l'a_rge corporate

Cleveiand}.and-in-Novembef of 1977, we opened the door of
-the first Hyaﬁ£ office.

Since that tiﬁe,&we have groﬁn to 117 offices
tdday, with Slightly.over 300 attorﬁeys‘practicing léw igﬂ
17 states, plus the District of Columbia.

| We are continuing to grow extrémely rapidly. We

will be opening 65 new offices next year in several additional

o.f '- middle income people for convenient and affordable access
to legal counselr.

” Our goal was énd continues to be to fill that
unmet need byproviding high quality legal services

conveniently, affordable, primarily, and at standard fees.
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The key to our conception is, first, accessibility

placing law offices in major neighborhoods shopping centers

where middle income Americans live, keeping the office open

‘nights and '_'Saturdays so that people won't have to miss work

- to see an attorney, charging standard fees. -That is an

important 'co'mponent': of accessibility.

As all of you khow, several ABA and American Bar

Foundation studies coricluded thétt the two pri.ncipal‘ reasons
" why sudh a large"segmént of the American public had not

‘availed itself of legal counseling were, fear of cost,

and Secondly, lack of information as to how to locate a

suit_able 'lawyer f.r thei. kind of legal problem.

| Hyatt Legal Services addressing both of those
fundamental impediments after seeking legal counseling,
First. by cutting standard services fees, thereby eliminating

the fear of cost and, secondly, by advertising to inform the

. public of our avaiiability to perform the different kinds of

legal services.

Chief challenge for us ‘from a managerial point of
view is to capture economies of the scale in provisiocn of
these services so that we can pass those services along to our

clients and make the cost of legalagcessibility as wel.i.
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‘There are lots of ways in which economies of

scale are captured. Ben and Steve referred to several.
~ Developing internal expertise in areas of our practice limit-

ihg our praétice to those case types that are frequently needes

byrclienté, utilizing modern techndlqu: computer/word
prO'ce_ssin-g"equipme'nt gso that we can produce in an efficient}

cost-effective way original documents tailored made to the

speéific needs of an individual client, sétting up and having
~an intrastructure and a management system which controls the
quality of the services we provide and insuring-the integrity

of the service that is provided to the'client.

Our firm has each of its offices headed by a

managing attorney. Typical number of years of experience for

'a managing attorney is eight.

There are typically a total of two to four
attorneys in_each_office. The managing attorneys report to
regional partners.

Each of our cities is headed by a regional

partner. The regional partner, in turn, reports to our firm's

’

managing partner who in turn reports to a committee of senior

parnters.

In our. administrative headquarters we have all of
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.non-legal aspects broken into the various departments of

marketing, recruting department, accounting department,

financial planning, legal assistance department. These are

"all centralized support services that we provide to our

field office and, in addition, our f_irm has been extremely

active; I think, really the pioneer in the profession in the

" area of prepaid':legal_ plans 'Which are émployer funded programs

- which makes legal services a fringé benefit for employee.

We designed and opefate the first national

program of that type in the sheet metal industry, collectively

bargained by the Sheet Metal Workers' International Union.
We have a number of regional and local programs such as one
in northeastern Ohio funded by the food industry, covering

8,000 employees and their families and we believe that over

'_t;he‘ next five 'years, legal services will become the next

. fringe benefit.

"Our_" firms we-re_:act—ive- in that area. However,
I &on't-want to leave the- wrong.imﬁ)ression beéause as of this
daﬁe, p’re;ﬁéid_ légai plans fepresent a very émall portion of
our firm's.'re.venﬁes-. "‘Potenti.ally, I think that will be a
major g'_oal:in 'ouf firm's activities.

CHAIRMAN SANTARELLI: Let me interrupt and ask a.
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question at that point. Do .you provide ﬁhe so~-called prepaid
legal sefvices for the corporate groups or employees by
cOntfaét?r

MR. HYATT: Yes. Typically, in collective bargéin
J.ng there are two fundamental elements. In a collective

bargaining situation; unions will negotiate for legal

~ services as a fringe benefit.

- "Most often the employers.and the union will set
up a trust fund and the employers will designate a trustee
and the union will desilgnate a trUstée. These are fiduciaries

who run the program.

Our contract is with the trust fund to provide

the services to eligible employees and the trust fund has its

own administrative apparatus to determine eligibility and what-

have you, and we provide the services that are covered under

the definition and funding level of the plan; our contract

- with the trust fund.

The second fundamental structure in the non-unioniz

' Sé-gment where an employer, not as a result of collective, but

.as a result of employee benefit programs decides legal services

as a fringe benefit and our contract is directly with the

corporation and we provide services to its employees, services
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depending on the defintion of the plan, which is depending on
the funding level involved.-
CHAIRMAN SANTARELLI: Have you found any examples

where you have replaced an existing entity providing those

legal services 'that was provided for and run by either the

company or a trustee group?

MR, HYATT: Only 6ne such instance, a small one,

and this has been a problem in the ’deveiopment of prepaid

legal plans where although the concept was great, the delivery

mechanism was inadequate to provide the services in a

convenient, écc_ess'ible fashion to those people who are

" supposed to benefit from the progré.m.

Historically, if you look at what has been called

.prepaid legal plans, that has been a ve'ry big problem and

I-think it has impéded in the five years the development of
the'goncépt 5ecausé so much of what has been called-prepéid_
.legélplahs.were;really'very iheffectives. |

.Quite céndidly, our major strength at Hyatt
Legal Serviceé is precisely that we are a uniqﬁe delivery
system, botﬁ in that we are nati;ngl and in tﬁe cities we

operate throughout the metropolitan area many officeé and

with evening and Saturday hours so that employees don't have
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to miss work, meaning precisely that we now have the kind of

.delivery system that gives to the employees who it is sup-

posed to benefit, since the efficacy of this thing is valuable
and accessible. That, I think we are renewing and rekindling
interest in legal services as a fringe benefit.

:CHAIRMAN.SANTARELLI: The major difference is the

_Sdale and proficiency that cannot be provided by these ad hoc

~or employee run company, Or union run programs that have no

broader range than to serve that small group.
MR. HYATT: That is correct.

It is.thelembryénic stage of legal services as a

‘benefit. So many employers who have interests in that have

employees who are spread over wide geographic areas and we

“have capacity to service a proqrém such as that.

So, when an employer has 2,000 émployees here in

Kansas City, l,OOO'at San. Francisco, 500 in Atlanta, and

250 in Pittsburgh, we can run that program and no.one'else

, ‘can, In the past it was.alwéys that kind of en employer that

éimply could not start a_prqgram.

How in the world was he going to cover all @f the
employe,e-s 2 | |

CHAIRMAN SANTARELLI: I am sorry to interrupt.

MR. HYATT: ©No, I was done. I will be glad to
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take further questions. I guess I did not answer one question

that you addressed to Ben.

In terms of our client demand, it is difficult for

‘me to answer that ohly because we are growing so rapidly

and so, I am pleased to say, that every month the number

i_n'crea‘ses'.' “This month Hyatt Legal Services will see in

_excess of 1_5,000 new CIients_ in our offices around the
'co-untziy and we have, as ‘I have already ;ndiCated.,' we have

. experienced enormous growth and that growth rate continues. -

CHAIRMAN SANTARELLI:  Let us talk for. a second
about.que:é._tions that T hav.e just asked of 0'Steen & Company
and récruiting lawyers, do .you have the same experience?

MR. HYATT: We have essentially a recruiting

department which does the recruiting for our new cities that

we open offices in our new cities. The process is similar to

the'one;thatABen indicaﬁed.

HWe geherally advertise in Baf Association
jburnals and the legal éress; We are inundatéd'with resumes,
attorneys who want to be part of what we are doing, and we
are a high profile firm,-and I think we are proceedinq'as'
being on the leading edge of some very importént new &evelop-

ments in the legal profession.

CAROL J. THOMAS
STENOTYPE REPORTING SERVICES, INC,
3162 MUSKET COURT
_ FAIRFAX, YIRGINIA 22030
273-9221 --- 273-9222




10
11
1é
13

14

15

16
17

18

19 -

20

21

22

23

In our existing cities, our recruiting is done
primarily in the field, under the direction of the Regional
Partners with support from the centralized recruiting

department. There, too, we have not had a problem of

attracting good, experienced attorneys with prior relevant

éxperience'in géneral:practibe.

| All attorneys who do join us, rega;dlesé of Eheir.
length of.préctice, go through our own in-hbuse program which
we have.built from scratch and which we are very proud of.

We have hot had a problem, to answer your next

gquestion, we have not had a problem keeping attorneys. I
think there are a lot of reasoﬁs for that, but one significant
reason is because of the rapid growth of the firm. There is
tremendous opportunity within our firm for advancement.

You can start off as a staff attorney and if you

are good, in fairly short order you can become a Managing

_Attorney headi_ng up one of our offices, and if you are good,

in fairly short order you can become a_Regional Partner
héading up a city.
We have lots of success stories such as that.
CHAIRMAN SANTARELLI: Tell us about the economics

of your experience, and this is a question we will ask of you
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béth. Given the fact that there is an enormous disparity
in .pricing for lawyers,  we all know as members of the

profession the inflated prices that we call private practicing|
lawyers are able to. charge in the commercial sector which
sets certain standards for all younq. lawyers who go to law

school and they see this great pie and enormous entry prices

~in the area of $40,000 and up in New York and in Washington

for top graduates.

‘How do you scale down with the economics of the
kind.of ciieptele? How can yoﬁ afford £o pay the competitive-
price ﬁor young lawyers entering?

~What is the dynamics of that? I mean the vast
nuﬁﬁer of new graduétes and the competitive hature of law
firms to get good graduates. How does it £it?

MR. HYATT: Let me start by differéntiating within
the profession. Whén ydu refer to the $40,000 and up starting

salaries paid by the Wall Street firms, my first response is

.that, if you will excuse putting it into business terms

rather than in professional terms, that is a different
industry. I have been there. That is where I started my
career when I came ocut of Yale Law School .

I have been there. It is a different industry.
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We don't compete with the Wall Street law firms for Yale
Law School graduates.

Having said that, our practice is much more

interesting and exciting. Having said that, we can be very

competitive within the general practice of law.

That is our industry, and we can be very competi-
tive in'otr situation because of our rapid growth and the
key résources.that_is a limitation on dur firm's ébility to
grow is people..”
| ‘So, we are alwafé loQkingfor éble:attotneys who wa
to grow with us, particularly, who want to grow not only in
professional developmeht but in the development of managefial_
skills as well, to which interestingly enough, is something
that a lot of attorneys want to do. They wént to add as a
compohent to their practice administrative responsibilities.
Thete is a unique opportunity in our firm to do
just that;..We are at the starting salary ievel'competitive
within the genérallpractice. |
| Much importantly than that, we work performanée.-
Growth is not a functién of chronology as it is in most law
firms that you ate familiar with. Everyone who has beén there

three vears makes the same amount. If you have been there
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four years, you can anticipate a kind of set salary advance-
ment. |

We reward performance and it is.not tied to things
éuCh as how many years of service and what have yoﬁ, since
some attorneys; to thelcontrary, find £hat very attractive.

There is implicit in your question that in order

. to make all of this possible we have to pay little. I don't

Know where that comes from except the historical perception

of the profession that servicing the needs fdr personal
iégal services in-fairly’rdutine-énd standardized areas can't
be done érofitably. |

That is my only.explanation for why Hyatt Ledal
Services alone, as a national law firm, is doing what it is
doing becaﬁse most lawyers felt it was not possible, and i
think with solid management, sound, well strﬁctured, well

run systems and procedures, very carefully defined and refined

) pdlicies and building intrastructure as we built it, we
provided frankly a much higher quality service than is found

~within the general practice community far more efficiently

at a cost that is substantially lower to the consumer of that
service and make a lot of mbney..

So, I am not sure what the problems of the profess
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are because we don't experience those same problems. We

are addressing a need of the profession thought couldn't be

met profitably and we are addressing it profitably.

CHAIRMAN SANTARELLI: The profession doesn’t

think of itself as a standardized, routinized kind of service,

" and that is probably-the real reason for the high cost.

| Mﬁ. HYATT: There is something to that,
Mr. Santareili.-lThéré is also_the'fact.that the incentives
that are traditionally built inté the érofession are dis-
inéentives_from the point of view of efficiency.

The fact that 1awyers:chargé on the basis of how
much time they put inﬁo a case does not create any incentive
fOrjlimiting an amount of.time.

When'you have a standard fee, you have to provide
a high éuality service-efficiently. I have been in the other

approach. I know what those clients were paying for my time

and I know how much it was wasted and there was no incentive -

to be efficient becauée the client was footing the bill for
the inefficiency.

' Our structure is far more consistent with the
structurés found in most other service businesses and_mos£

industries. Our structure places a high premium on being cost

CAROL ). THOMAS
STENOTYPE REPORTING SERVICES, INC,
3162 MUSKET COURT
FAIRFAX, YIRGINIA 22030
273.922% ... 273.9222




10

1

12

13
14

15 |

16

17

18

19

20

2!

22

28

- effective and that is the impediment of the legal profession

in terms of addressing the very large unmet needs for legal

- counseling.

CHAIRMAN SANTARELLI: Do you have some comment on
thét?

MR. O'STEEN: I will say briefly I couldn't agree
more:with Joél'and-his observations that, ﬁirst of all, there
ié a strata.within thé Bar and'just as we don't compete with

the large commercial law firms for clients, we also don't

- compete with them for lawyers. The kind of lawyers-who are
~interested in general practice law are not' interested in
'_pfactice at that commercial level of bar where the well

‘publicized salaries are so;high.

We find, on the other hand, just as Joel has
that there is no shortage of good, highly qualified people-

oriented lawyers to at least meet the needs that we have

- for lawyer personnel and_the'othét lawyers in our area who

‘are engaged in the general practice of law as well.

In terms of compensation, to the extent that that

'1s something that is of interest to you, we also pay our

lawyers based on performance. No lawyer in our office is

salaried.
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ALL léwyers in the office work on an incentive
schedule‘ét which their incomés are tied and‘immediately to
the income that they produce for the firm and thefeby progduce
for.themselves. We_héve a sliding écéle system of lawYer
i -COmpensation, and for people who are hiéhly mqtivatéd-it is
1£he besﬁ‘motivator in_thé world. It motivates them to act
"efficientif aqa to provide good quality:client care because,

of‘éourse} not 6h1y aéés the medium-iﬁcome_depend'on'clients

we have in the future, we have referrals for repeat business

that requifes lawyers to provide gbod quality service and at
thé same time in a very efficient way so that he or she can

héve more time to sell some othef clients on other business,
and 1awyérs are paid ﬁonthly basedron the performahce.

At about the third or fourth day of each month,
i_‘wé_completé_oﬁr accounting fdr the prior month and pay them
.'imﬁediately baséd on what incoﬁe was derived ip the prior
L month. |

We donft pay tﬁem on billable hours. We doh't.
pay them on anything oﬁher than cash in the door because |
that is the only thing,ultimately that is important 'in terms
of operating a business. |

éo that this is no incentive for lawyeré to build
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unproductive, unbillable time in our law firm. Most of the

wbrk is also fixed fee work or contingency fee work, which ig

kind of in the form of fixed fere work, also.

What that does, I think, in terms of an economist,
if I can take the liberty to use this language for a moment,

there is the'dpportunity, and this is the point that Joel

. was addréssing, there is the opporfunity for what economists

call sellér fi:'_aud, and that is when you -~ and the term soﬁnds

' strong, but as an economist uses it, it is not quite as strong

What it means in the context of legal services is

where lawyers charge . hourly for their time, it is the

lawyer and not the customer who decides what kind of service

‘is going to be sold and how much of that service is sold.

So there is an enormous opportunity for the

seller of the service. 1In this case, the lawyer to sell too

mﬁéh and to sell it too high, and that is the reason that we
aszﬁell subéCribe to ﬁhe approach that Joel uses and that is
t§ ﬁhé exteﬁt possible all the work done in our office is
éharged on.a fixed fee basis and by ﬁsing a system approach
to praétice'of law, by spegializing very narrowly, by employ-
ing paralegal pefsoﬁnel, word processing personnel, we can

with a 4great degree of predictability Aknow what the cost of
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that service is and reduce it to a fixed fee and make a reason
able profit on the work we are doing.

MR. HYATT: Let me just add that while our compen-

" sation program has the same objective as Ben's, it is struc-

tured differently. All of our attorneys are salaried, full
time salaried employees.

The Managing_Attorney of each office has a profit

'_:sharing program. The manager shares the result of the office.

- All of our Regional Partners have a profit sharing whereb?

they shére éiso'the results of their regions.

The idea is to create the same kind of incenti&e
Ben is creating. We accompliSh that with a slightly
different -— |

CHAIRMAN'SANTARELLI; Is this a bonus concept?

MR. HfATT: fes: the bonus concept.

CHAIRMAN SANTARELLI: Your staff attorneys are

Lsélaried and from the end of the year, from the profit pool

if there has been one, there is bonus or profit sharing
activity.

MR. HYATT: Yes. However, it is office based for
Managing Aﬁtorneys and it is region based for Regional

Partners. So that the Managing Attorney who is running a
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successfﬁl office uﬁder that program will receive a bonus for
that program. |
CHAIRMAN SANTARELLI:_ How about the staff? .
- MR. HYATT: Staff attorneys are salaried with no
p_rofit éharing‘. O_ne of the reasons for that, again, the

compensation package serves the organizational purposes of

-the firm that designs it.

‘We are véry growﬁh_ofientéd and we are growing
ﬁéry rapidly.':Whét we;afe seeking to do is bring up.the-
ranks of our firm. Wﬁat we tell staff attorneys is, “Yéu‘
héve got to.becomé Managiﬁg Attorneys." |

That is very purposeful. We want staff attorneys
to‘beﬁome-Managing Attornéys. We want Managing Attorneys

to become Regional Partners, and we structure the incentives

. and encourage that mctivation.

CHAiRMAN'sANTARELLI; It is an Avot/Amway
apprda’_c_h? | |
.2MR; HYATT# I am not familiar with their-
approach, I take yo'ﬁr word for it.
MR, McCARTHf: Joel, what is the ratio in your
org‘anizaﬁi_on bétween partneré, association and staff

attorneys?

t
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"MR. HYATT: There are four senior partners. The

senior partners are the only proprietary partners of the

“law firm.

MR.-M&CARTHY? Is it a partnership?
MR.rHYATT: Yes, it is.
'HR;'McCARTHY:' You have not used the corporates?
Mﬁ. HYA$T:  Yes.
MR. MéCARTHY:- You have four férryour-300?
MR. HYATT: ATﬁat is correct.
MR; McCARTHY: How about you, Ben?
What is your pgrcentage.in your.firm of 10? What is your
pérceﬁtage of partners?
MR. O'STEEN: Wé havé four partners and six
non—paftnets; ﬁon;owners.

MR. McCARTHY: And yoﬁ are a partnership, not a

corporation?

MR, O'STEEN: Yes.

MR. HYATT: If you weré in an interview now for
one of our positions, we would. then go ahead and explain to
.you how a Regional Pértner, while not a proprietary partner,
is Qery attraci_:’i_ve because, a, you make no .capital contribu-

tion. Our firm's capital contribution, it is enormous in
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-/,,\\ | terms of the legal profession and , b, you have no risk of
Lot '
T the loss.
3 To start up any of our new regions, the losses
4 ‘are significant. So that'again to the extent that you applied
to our firm, traditional notions of partnerships is or
] isn't is probably an opposite.
- ‘We have regional officers who make no capital
é co‘htrib'u‘tion_ and do not share in losses but participate and
.‘9 “ shaJ_:;e in the plr_ofit, but they are hourly employees. They
10 are generally partnérs in terms ,0f general partnership law.
: "'H MR, McCARTHY: I wondered if of you, especially
! \ ' 1 ycju, Joel, with your larger organization, entertained the
L \ : : . . i : .
('/’ 13 - corporate kind of structure which is now, I think, allowed in
| most states.
14 :
MR. HYATT: Yes. It requires a complicated
15 T ' ' .
' answer, two-part answer. First, the regulatory framework
16 : ' S '
' that enables a law firm such as us to engage in a multi-
17 ; _ :
I state practice of law has many quirks in it. One of those
guirks is that on state-by-state analysis many states
19 .
‘ provide for a multi-state practice of law in the partnership
20 - : _
form; not in the corporate form.
21 b : .
So.whereas in a given state a law firm can
22 ~
R
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incorporate itself and practice as a corporation, when it

‘tries to cross lines and practice in another state in that

form, it becomes very difficult, and for a lot of states

impossible, whereas a partnership can engage in a multi-state

practice of law7tha£ is expressly provided for in the

"_Cdde of Professi'onal' Responsibility in the states in which we

practice. That is one level of response.

The seéond level response is that Hyatt Legal

Se_rvi_cés has a contractual relationship with Block Management

- Company which is a subs'idiary of H. R. Block. Block Managemen

provides our law firms with a broad range of administrative,

. marketing, and real estate functions; those things that don't

constituté a practice of _law.

Law firms hire lawyers, train lawyers, supervise

| lawyers, represent clients, practice law.. So that it is a

‘different level of response to what you are asking.

You ar_é talking. more‘aboui:' legal structure, but
in our situation a lot of the non-legal aspects of this

endeavor are provided to us from the contractual relationships

s

of the management services company .
MR.‘MCCARTHY:' I feel that you have explained that

you are really not competing with the old line type of law
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firm. You have created a new block or niche and your economie

of scale make it successful.

I also think that probably differentiates. from

the qﬁestion asked by Don on the salary structure and alsc

‘'your answer about the inefficiencies, but you are talking

about apples and oranges, really.
Maybe the nature of the problem of employees,

to quote a law firm on Wall Stteet, ddes by its on difficulty

in providing an answer build these inefficiencies and there

is more time and investigative things and you cannot give
your client an answer overnight.

MR. HYATT: You are absolutely right.

CHAIRMAN SANTARELLI: Standardized practice.

MR. McCARTHY: That is correct. So there is
really no. competitiqn. However, it seems to me somewhere
aloné.the Way you W6uid héve éompgtition in getting good,

young lawyérs'. ' 'I‘hé way you overcome that is by your incentive

"plan, by being competitive in your wage structures.

"MR. HYATT: By having fund practice.
MR. McCARTHY: And with the idea that you become
a Regional Manager in five years. I guess you do not at this

particular juncture, you have not expanded, I gathér, from
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your start of how much years ago in_this. You still have a
oné city office; is that correct?

" MR. O'STEE&E Yes, we haﬁé. In.facﬁ, our
organizational framework is. a little different. Our practicé

philosophy is a little different from Joel's. For instance,

" we have on office, one sort df'centralized, not downtown but

- sort of up.toﬁn_law office in a garden style convenient

éffice buiididg with:lo 1aw§ér$ in'it.and the all the.supbdrt
staff_in thatlbffide.

o One of the.things that is Very cleér.is that -
¢értaih office effiﬁienciés can be ébtained better with that
1evel of éize than théy can, for instance, having fiveflawyérs
five-two-lawyer'offices.‘

" What you give up, of course, is a certain level of

‘accessibility'in tefms of lawyer/client community. What you

achieve in our view, is a higher level of efficiency of

" operation with_officés_that size.

Now we have ultimate growth plans that would
include growing in pards of about 10 or 12 lawyers in the

Phoenix, m@ybe ultimately throughout the'state, but we will

never have the kind of accessible organizational framework

that Joel has.
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MR. HYATT: That is why we get along so well.
MR. O'STEEN: We do not compete with each other

as well. 1In addition, there are other differences between

~his firm and mine.

We do a substantial amount of personal injury

_wb:k. ' I understand Joel does not do a great deal of that.
. We also attempted a coupie of years ago to extend our client

base to include some commercial work, including commercial -

litigation and, in fadt, I brought lawyers on the staff who.

_ had experience in that area specifically to develop that

area of law, and we have been about the business of doing

- it the last three-and-a-half years, with some successfﬁl,

I might_ report.

In fact, __we have 'taken some small business

¢lients away '-from‘the larger c;ﬁnunercial firms in Phoenix and
' we are now serving them, and I believe, quite well. We have

net .lds;t -any thing.'

‘I am not sure that was responsive ,' but the point

I wanted to make is that there are differences between Joel's

Ve

and mine in terms Of ~-- _ , :
CHAIRMAN SANTARELLI: How do you handle a contin-

gent fee? What is your cbntingent fee for your p'ersonal
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1 injgry wdrk fee structure? ‘

s B MR. O'STEEN; Excépt.fof some group legal

é sérvﬁces clients, thét.we also have, We also have some legal
4 sefviceé programs with e@pioyee unité in the Phoenix area.
5 " With ﬁhe exception of those clients,,it locks like eﬁeryone
'6'I'felsé;s; we have a bhe;thixd'conﬁingent fee'oﬁ personal

/7 _'injury_aﬁd'ﬁe have.high effiéiéhby systems for handlihg the
o | work. | L "

9 5 o ..So one of fhe-thinés that.is somewhat peculiar,
,b Iésuppose,_abdut.our bersonal injufy_préctiqe is;thét While.
i‘ | ﬁé-ﬁave been fortunate enough to ha&e a fairly high volume
12 3 of cliénts for that kind of work, we found thé advertising -
13 ‘that we did to generate that business_produced mostly small
j4 casés, and the kind Qf'cases that many, many negligence

15 :-laﬁyers in our argé wph1d not want to handle anyway at any

reasonable corxtihgent fee because the cases are simply too

1 _
: 7 _shall.
18 So in ordér té'service-those clients at all and
19 even with the contingent, i£ is necessary to develop very
26 efficient sYétems for handling the clients, which.wg have.
. _cﬁAIRMAﬁ SANTARELLI: .As pért‘of this presentation
22 would’you-be-good enough to share for the record afterwards
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-y'our fee gchedule? Show us that yourhave published those
as public_information. We would like to see that.

"MR. O'STEEN: We will be very happy to do that.

CHAIRMAN SANTARELLI: Thank you. |

Do you have any questions? .

' MR. RATHBURN: Directed to you, Mr. Hyatt, and
ﬁr. QfSteeﬁ;.ﬁﬁat have'fou fouﬁd”to'be ﬁhé most efficient -
ﬁéthod'fo; screeﬁing pOtential.ciients?' |

ﬁR. O'éTEENz I think Steve would be:the béSt
person to answer that.
MR. MCADOO: When an individual calls, first of

all, usually the inquiries or telephone inquiries are referred

. to a paraprofessional that can best addr_ess that individual

client's request.
' 'Primé.fi-ly what.~t"hey would is set up an appointment
for the individual to come in and see a l_awyer. When the

individual comes in and sees a 1aw1}er"that practices in that

:‘ area, whatever it is, they fill out a confidential client

information sheet on themselves while they wait in our
reception area.

It gives them the personal information, name and
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address, the kind of thing everybody needs to gather for

a. file.
- Secondly, they would need to move into a more

specialized intake phase where the paralegal would meet them

- in the reception area, take them back to a private office
' or interview, whichever they have, and f£ill out a very
"spec'j."fic.'.intake. related to bankruptcy, related domestic

- relations, related td'persbnal injury, whatever the type of

matter tlh_'at. they hat're., and that pafticular intake sheet gives

thé'.z:.l'ttorney. éll of'_ thé specific information related to that

kind of matter; _ - ‘ - K
At that pdint i;_heh the paralegal would take the

client in, introduce them to the lawyer, the lawyer now has

"all the information he needs, both personal and specific .

about the matter so that he does not spend an hdur-going ovey
that with tﬁé client.

He knows he has got it. He knows he has it in

the right format. They simply then talk about what the

matter involves, sort of explaining the legal process to the

s

clieht,'discussing fees, that sort of thing so that the
lawyer/client contact is greatly limited and we think in-

efficiency is there in the form of attorney/client time.
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That is kind.of a geﬁeral ekplanation.

MR. MéCARTHY: Does the ciient have any choice of
attornéys?. Is there any seleétability of the-client
when he comes in?

MR. McADOO: A great deal of our business is

through client referral or second visits from a client. When

they ask for a specific attorney, they get that aﬁtorney.

_If' they ‘do not ask for a épecific and have not been referred.

,t,o_ a specific attorney, it is done on a rotational basis for

thé attorneys ﬁhaf we allow to practice in certain areas
of_therlaw. L
-. So}'it done on a rotational basis.

'ﬁR. MCCARTHY: Is there any switching-of attorneys
afterithe client has been assigﬁed one? Is there'flexibility |
ailowing tﬁem to exercise some judgﬁent after they have
beéﬁ assigne5 an attorney? i
| ﬁR. McADOO: Gene;ally, it doesn't occur, but
there iS a mechanism to‘do that. For instance, I have a
partnef who.is dperaﬁing as a certified criminal specialist

and personal injury work, and that is all he does now. He

has a great referral base out there.

He has people who come to him and want a divorce,
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~done, want to have a will done. He will meet with them

because they want to see him, and what he will do is probably

direct them to one of the other partners who handles that

type of work.

If the client is real resistant to that, of
couf-se, he won't do it.  He _--will probably go ahead and do.
the ser'vicg'hi'mself, but by and large we have taught everybody

how to do: that in an'effective_ way so that the client does

' -'hqt feel i:here is anything wrong with that and say, "I have

-got a partner who is very good in that area. Let me introduce

you to him or hef."

| Thefe is some of that, but by and large, I would
éay it doesn't happen_very often. Maybe five percent of the
time of scimething.-like that. |

MR. O'STEEN: It is rare that once a client

gets to our office they want ‘to change attdrneys. The only
_reason they don't want to do- that is. they are unhappy with

the at'torhey they 'wej:e with., If he did a good job in hiring

those attorneys in the first place, a good job in Sselecting
them, ryou_, have very few problems of that nature.
Occasionally, it occurs, but we frequently allow

clients to move to another lawyer in the firm if the client
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chooses. There is no reason not to do that.

CHAIRMAN SANTARELLI: You talked earlier that

_the main attraction of the client base is the advertising

program. What does your advertising program and what per-

- centage of vou budget is spent in the adirertising?

.,MR. O'STEEN: _Do you want to do that?
 ur. MCADOO: Why don't you tell them what the
thrust is? | | | |
. MR. O'STEEﬁ:. Qur advertising érogram éonsists
enfirely of yellow éages'and television adverﬁising. We
don't do anything else. ;.

’We_féund television is the most effective medium
for selling lawyer servibes and that the yellow pages is
ve£y good essentially as a back up medium to that television
campaign. |

Our philosophy is try to develop long term

, hame and 'récog_nition in the community that we serve and then

when someone realizes he or she needs a lawyer, they go to

the yellow pages and find one., The yellow pages is good,

supportive advertising for the television work that we do.

- Qur television messages include specific messages

about divorce and domestic relations problems, about credit
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problems which really is frankly a bankruptcy spot, personal

injury, and then we have a general message saying that we

are a full service lawyer and provide an asortment of legal

services, so if you need someone to look out for your best
interest, please call us.

That is the general advertising. Steve can talk

 mpte about budget.

MB. McAﬁOO; Apprbximafely,2b péféént of oﬁr
dperéting_budgét this.Yeér is advertising. It is probabiy‘
éeéond only to salaries on our income statemént. It is the
productivity of our advertising. It should be pointed out
it dées'yeila a large-percentage of our business, something
like a third, but-we.get an equal percentage from trepeat
or'referr&l‘business.

So we haVé disdcvered,_I think, over time that

both elements of,attractinginew clients to the firm through

. advertising'as well as making sure that we take care of the

_ pébple we see so that they will refer them back, they both

play a large part in our marketing philpsophy.

CHAIRMAN SANTARELLI: Mr. Hyatt, what is your

‘experience?

MR. HYATT: Our marketing program is very similar
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to that which Ben just described, consisting also of televi-
sién'and yvellow pages and providing the kind pf informatibn
that Ben was discussing.

It is' really véry low keyed ads designed to
i_n-fortﬁ the public of our availébility, .of providing certain

kinds of services and to do so in a convenient format and

. at standard, reasonable fees.

As a percentagel of our budget overall, our

advertising is a smaller percent than the one Steve indicated

~the O'Steen firm-is currently operating with. Hdwever, I

suspect the reason r that is'thét in our new cities the
percentage_oﬁ our firm‘s revenues, the advertising, is a
much.iafger'percentagé, and in our established cities it is
a much smaller percentage.

. That is very good news. Over timé we can
advertisé';ess and_certéinly as a percentage of the firm's
revenues over time is continually a decreasing pércentage.
The firm's éverail averége'is é-smaller percentage than the
O'Steen's, |

CHAIRMAN SANTARELLI: Obviously, our interest
here is seeing program; tha£ are somehow comparabie to what

we do and find in the legal services énd in government.
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More, we are looking at contrasting and perhaps infofmative
systems. .

Naturally, the clientele we have the most ex-

' p_eriénce with is at the bottom end of the economic spectrum.

Some of them _obviously totally impecunious, poverty level

péopie who cannot afford any legal service and who are

benefitted by other legal programs.

What is your experience at the' lower end of your

‘spectrum and how do you screen cases and what are your

minimum requ.i_.remehts? Screening clients ;. not cases.

MR. HYATT: Well, we c_loln't screen clients. We do
screen cases. Our practice is 'limited- to --

CHAIRMAN SANTARELLI: | Paying clients.

MR. HYATT: Our practice is limited to caseloads,

for starters. Our fees for providing services within those

' case types are. standard. We don't qualify our clients.

if someone is able to pay us more, we don't charge

. ¥
~ ¥

them more, and if someone who can't pay our fees, we don't

provide the service to them.

0f course, the result of what we are doing is

'_that legal services are being made far more widely available,

which is to say because so many of our clients tell us if
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than we anticipated and probably 70 percent of the socio-
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ﬁhere wasnft a Hyatt office they would‘haVe gone without. Our
fees are substantially lower than those prevalent in the
legal profes§ion-and, therefore, making legalrservices
avéilable by virtue of the fees being affordable to a much -
bfoader_segment.of the public. |

Oﬁr clientele is characterized as middle income.

Thatis a wide-ranging socio-economic group. It starts with

funded legal aid and it goes fairly high up in terxms of
economic strata, ce'rtainly stopping short of those who have

always used the traditional law firms that have served the

I would charaterize that, frankly, as being wider
economiC'grouping i; our country that is denominated as being
middle.inCOme. |

‘WeVdo see clients who.qualify fqr-governmént fundes
légal'aid and who are comihg to use for varioué reasoﬁs.‘
Sémétimes there is wait, lohé waiting periods.before their
case can be handled.

| | _ That has happened on occasiop, but we don't

qualify our client.
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What the traditional general practitioner does,
by the way, it is a notion of when the clients walks in with
a very nice coat.and very nice suit that determines the very

nice fee.  There is all kinds of cross subsidization because

' the flip side is a general practitioner often provides
'services for little or no fee or at least for the prospect
“;of receiving-ultimatély_little or no fee, and the next client

. comes in the door that he or:she sees is likely to pay a

véry gbod fee, the attérney remembers Mrs. Smithlwho-he

is wprkiﬁg fqr'lit#le or no fee and there is a cross subsidi-
zatioﬁ going on, but We-expiain to our clients thqt you ére
paYing a fair feerfor*the service we are prOViding and you
are neither subsidizing some other cliént who islpaying'less

for the service, nor being subsidized by some client paying

more.

Our clients understand that instinctively, just as

,Lfor_example, they understand the firm's policy on payment in

advance. We.db not incur the expense of a billing system
which is a large administrative expense.
We do not have the risk of non-collection of - fees,

which most practitioners have to build into their fee

structure. The notion that they might not getting it all when
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they send the final bill. All that is eliminated. That
enables us to have standard fees that are reasonable, that

are lower, and our clients readily understand the reasons

for those policies and readily understand that those policies
are what is e_nabling us to provide the legal services at

fees substantially below the prevailing rate.

MR. McCARTHY: Do any of your attorneys provide

‘pro bono service either on their own or as some type of

f:.rm policy?.

” MR, HYATT: I will honestly tell you ﬁhat o.ur
own self-perception is we are the iargest pro bono law fifm
in the history of the world.

| of those 15,000 new clients that we saw last

month, that we will be seeing this month, for the majority

 of them, they would not be receiving legal services but for

' the existence of 6ur‘law firm. That is what they tell us.

In that respect, we consider ourselves very much

. a public service law firm.

Beyond that, of course, we both allow and encourag

our lawyers to be involved in all kinds of professional

endeavors, sobme of which ihcludes'traditi_onahly denqminated

pro bono services.
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MR. McCARTHY: Ben, how would you answer that

question?

MR. O'STEEN: We also encouyrage, but don't require

our lawyers to involve themselves in pro bono work. Frankly,

our working relationship with them is one of independenti:
contractor.

| '  So,fwe a;é not in a position to attach too many
requirémehté.to.théir'attéchment or affiliation with us;
although we do encoufagé and'I'personally do that. In

addition to what we generally sort of think of'as pPro bono

legal service work, our firm also occasionally takes on _

. some major-complex litigation probably analogous to what is

called impact work, I be;ieve;‘

In the legal sérvice organizations, for instance,
a couple of yearslago an 111ega1 and abu51ve automobile
tow1ng practlce thét Qas go;ng on in thls Clty really on the
pa:t'of all of the autbmobile towing companies and we brought_
a.classiaétion lawsuit to correct that problem.

Imminently, we are going to file a méjor class
action iéwsuit agéinst most of the banking institutions in
Arizona over a credit praétice that is_illegal,

So; we endage in both what I might describe as

3
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mall oro bono work for individual clients and we occasionally
take on larger, more 'compléxed cases, as well, in which fees
either are realistically not obtainable at all or at least

there is a gre‘at deal of risk associated with obtaining

" the fee at the conclusion of the case.

MR. McCARTHY: - I was interested in your back-

- ground. _You did have experience with the L‘egal Services

Corporation and it was funded by this organization then,

or are you one of the recipients?

MR. QO'STEEN: The organization that I worked for,

Mr. McCarthy, was fuhded by this organization's predecessor.

I think it was HEW or OEO.

It was a legal services program which 1s the

principal legal services delivery in the Phoenix area now.

My first job out of law school was with that organization.

I.l'also'clerked with severél'legal Se_rvices programs which

you also fund, including BNA and the Navahoe Reservation.

MR, .McCARTHY: Do yoﬁ feel that experience led
you into 'your present organization?

MR. O'ST_EEN: Direétly, absolutély.

‘MR;'MCCARTHY:V This kind of a bréad Question, is

your organization such that could satisfy the requirements
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that this organization attempts to £ill?

MR. O'STEEN: I am not sure I understand the
question.
MR, McCARTHY: The clientele's request for

services under the Legal Services Corporation which you are

'familiaf, would your present firm be able to satisfy those

requiremeﬁts; your ofganizational.sﬁructure?
| .MR; O‘STEEN:-'Wduid'our firm be in a position to
deliver legal services ﬁo_the poor client populatiog of
Phoenix in certain areas in certain types of caseé?r
b MR; McCARTHYﬁ Yes;

"MR. O'STEEN: Well, theré are clearly some things.

'Having been a Legal Services myself, there are clearly some

things that we do now that are perfectly parallel to the kind
of things we did in 1egal services organization in Phoenix.

There are other kinds of problems which frankly

~ Just simply can't be'handled effectively, and I think Joel

IWill probably agree-with this, can't be handled effectively

at any reasonable price in the context of a private law firm.
' For instance, we tried for a very long time to
make landlord/tehant work more profitable, to make it pay for

itself, at least so the firm could handle it,
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'must be prepaid legal services programs for corporations

"a fixed fee schedule and they expect a full range of .services

- you déliVer in those packages, in those plans.
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Also, consumer cases where used cars break down

or small_appliances purchased from a retailer don't do what

not and so we have kept our limitations now.

We will offer people advice, but we won't open a

That is not to say, however, that they don't come

to _han_dlé those cases very economically if there were a fund-
ing sdurce for handling cases.

CHAIRMAN SANTARELLI: The parallel or the example

since they are paying the cost not particularly relative to

MR O'STEEﬁ: Well, there are 'a. variety of protjrams
aﬁd some of them have very resﬁrictéd limitations on the kinds
of service that you can get in particular areas. |

. Jbel'lcan ad;iress.-his more directly. Frankly, our

group legal services plan are really nothing more than a
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~discount off of the already low fee structure that we offer

¢lients in the general "population.

CHAIRMAN SANTARELLI: In your experience, you
don't opérate anytﬁing differently' than prepaid thar; you do
to_‘.your_ present clientéle? |

MR.io'STEEN: We have no schedule of benefits,

no. .C’onvers'ely, they_ pay' us not to belong to the plan. it

1

‘isléimply groug sérviéés-plah.
| For £h¢ibenefit of having_a reiatiqnship with a
largevgroup'of people we afe willing'to,dffer.additional
diécqunt, offei thege‘fees to other clients for the same
seerce. They péy us.nothing‘to beloné to the plan.
We absdrb the administrative costs of the plan
ahd we offer édditional discount.

. Joel's plan is a l-ittlé more different and he can

give you the detai'ls on that. I know many of the plans I

have seen ﬁrhich i_ﬁcorpqrate the legal 'benefit: for which some

premium or fee is paid still have vefy severe limitations o.n :
the .ca'tegories 6f cases:fhat can be handled on the maximum
behefit a_liowab,le for a éarticular kind 6f case.

CHATRMAN SANTARELLI: Joel, would you £ill us in

on that?
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MR. HYATT: Sure. Qur program, our structﬁre,_
iS-Very differentiy than Ben's in that there are true prepaid
legal sérvices programs. They have carefully defined legal
services be_nefité.

The kind.of caée tjpes that are covéred under é

prepaid legal pian depends on funding level, but what is

covered is very carefully specified so that if an employee

Wants ﬁo-havé a.wili, that.is a éqveféd benefit under all of
.our pfbgramé. |
If an employee is sued by his or her next door
neighbor over éldog bite, thaﬁ is not coveréd any of our
programs.
~The pqint being that these are very carefully

actuarially.derived programs which make available, once again,

the frequently need legal service and provide to employees

for complete répresentation for those services that are

‘covered under the program.

CHAIRMAN SANTARELLI: Is landlord/tenant dispute

a covered item right now?

- MR. HYATT: Yes; under many of our programs, yes.
CHAIRMAN SANTARELLI: How do you limit the benefit

in that case?
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MR. HYATT: We don't. If it is covered, it is

covered through and including trial, if necessary, full

_eviction defense, if that is what is involved.

. CHAIRMAN SANTARELLI: There is a way to handle

lahdlbrd benefit in the categ?ries without relating it to a

precise fee schedule. That is by a prepaid plan which is

fungib;y covered_by the_ovérall premium and/or fee?

".MRQ-HYATT; Yes, that is correct, but it over-

_states'thé case, at least, in that the pricing of the prepaid

plans ultimatély_is.derived_from a notion of the average

 cost of providing a certain case type and the amount of usage

_that will be anticipated in the program.

We bear the risk of over-usage and you price

. that, the bearing of that risk, into your cost of programming.

But, it does ultimately derive down to a view as to what it

cost to provide services for a landlord/tenant.

CHAIRMAN SANTARELLI: What I am trying to find a

- record for is the.fact that although we talk actuarial pre-

dictability, it nevers reaches any possible degree of accuracy
as it would in life expectancy actuarially activity, which is

higher in the legal services area where you have too many

‘variables.
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MR. HYATT: It certainly does not reach that

level Qf'certainty. I think more because at this point and

time the daté.'base_s ;are there, but not _becausé' what you may
.be- think_in.g énd. t.ha't' is that again within the legal profession
there is so little ﬁnde.rst'andin.g as -{;o cost of providing a
part'iéul.'ai:‘ kimi of service.

- In our firm, those services we provide, we are

|3 _cbntinua‘ll’y--' refining our understanding of what it is costing

_uSJﬁo pro?ide it 6n a'case—bj~case basis.
CHAIRMAN SANTARELLI: Undoubtedly.
Mkf HYATT: That is right. So we canlcontinually
- refine what we charge public for providing servicéland what
we.ﬁse as our data‘base in arriving at.our cost for emploYef—
- funded programs, | |

. ’ c -
So ‘that is very, very important in te

rms of oﬁr

iéW-firm developmént to undérstandih§ what is involved in
’.serviﬁg a client in connection withrwhether it.is-a landlord/
_tgnant} bankrupﬁéyi,of divorce, or a will, and'what have:you.

| CHAIﬁMAN éANTARELLI: - Before we leave the panel

quéstions, éne last little area we would like to explore, and

that is qive us some exemplary profiles of four'typical client
:p;oblem?

V T

CAROL J. THOMAS
STENOTYPE REPORTING SERVICES, INC.
. , _ 3162 MUSKET COURT
“ S o : FAIREAX, VIRGINIA 22030

| 273-9221 --- 273-9222




10

1.
12
13

.]4

15

16

17 .

18

9

20

21

S22

59

- MR. HYATT: Well, I understand that to be a
qué_stion as to what kind of cases do we handle.
CHAIRM_AN SANTARELLI:V Exéunples, profile.
.MR. HYATT: Whét do you mean by profile?
- CHAIRMAN AS’ANTARE.LLI:' If you have a iandrlord/

.ten"a'nt dispute, what is the dispute usually and what is the

duration and problematic resolution of it? = What does it

7_'look -ll'_ik"e?' What does a typical case look like that you have?

MR. HYATT: 1In which -case type area?
CHAIRMAN SANTARELLI: Landlord/tenant.

MR. HYATT: I could guess at or create a profile

for you.'. I am uncomfortable doing so because, first, I.

personally never practiced any landlord/tenant in our firm

- and, 'secondly, I know very little landlord/tenant law and,
unfortunately, I am very far removed from the practice in our

Cfirm today.

S;o., élthough- I .'_could'create Ia 'scenarib _which I
would guess i.s f,airly close to aécurat’e, I-..am feluctan{: f_:o _
do so.

- CHAIRMAN SANTARELLI: Could‘ you give me any
profile exambles of your typical clients from your recollec-
Eion?

CAROL J. THOMAS
STENOTYPE REPORTING SERVICES, INC.
3162 MUSKET COURT

'FAIRFAX, VIRGINIA 22030
273-9221 --- 2739222




o

10

N
12
13

14

5
7

18

19

20

21

22

' and-Seéks to do so'essen;ially amicably.

--already decided,who-is gding tq stay in the apartment and who

‘counseling and legal representation.
the p.arémetei's of the law, what is generally expected by way

-alimony, what do I have é-right to expect in my particular

‘tramatic than necessary. That is our typical client as opposed

60

MR, HYATT: Landlord and tenant, I can't, but I
am sure in the divorce area, I think, far more typical a
profile than is believe within the legal profession is the

situation where a couple seeks to terminate their marriage
_Théy-are going to go separate ways, they have

is'gping.to'léaﬁe.iﬁ."They have alfeady decided who is goiﬁgr
to'keep.the dar énd continue to make the bayments and who is
gqing i:o' walk away from it.

They have essentially deéided the terms of divi-

sion of personal'property and they need basically legal-
Often if there are children, they need to know
ofﬂsupport payments, what is geherally.expécted by way of

case, what will the court approve or impose.

They seek to have the thing not become more

p

to the commonly held perception that there is this enormous

battle of longstanding duration.
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Qur perspective on that is that that is an

accurate profile among the property class where the marital

estate is extensive, the assets are very great.

I guess_- I do the divorce lawyers who say they

- have never seen uncontested divorce and never seen that didn't

have terribly drawn battle. That pretty well may be correct
émongpthe“p;operfy'class.

It is not a correct géneraliza't'ion' of a working

clientele, working people as they seek to terminate their

‘marriage.

'I don't know if that is responsive to what you
wanted.
CHAIRMAN SANTARELLI: Close.

MR. McADCO: There is a point I would like to make

on a'pr_evious' guestion. I think the question was posed, "Can

your firms or these type of firms provide the services that

a_ré currently being provided by the L.egal Services

Corporation."

I+ is difficult to answer because wh‘at came back

at you was, "I guess it depends on whether that type of work

could be done profitably through some prepaid mechanism or

| something ‘like that."
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There is a very different element that needs to
be a part of that ;':mswer.- It doesn't just come down to from
our perspective can it be done and done well arid profitably.
There is a whole d.i_fferent element of business strategy which

‘says do you want to do it, whether it can be done profitably

" or not.

‘ ~ Por exaﬁplé,.in Joel's organization, they don't _
do pefsonal‘injury.wofk. We do;. It is pfofitable. Why.
doesn't he do iﬁ?' He has chosen not to do it.

He does iandlord/tenént work-under the group leéal
services pian. We don't. It is ﬁrofitable. That is why he
doeé it, but we choSe.not to do it;

Ourrbusiness Stratégy, our planning management

strategy tell us who we want to serve and why we want to serve

That effects where we are going to locate our

offices, how we are going to staff those offices, how those

, offices are going to look; how we are going to hire attorneys,

&-

.what kind of styles they are goihg to have, what kind of

languages we want to speak, et cetera.
In the same way the analogy on the other side.

is that Sears does not really try to serve everybody and they
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go.after that market and try to serve tbem very well, but
they: are not trying to take peop_ie. from Brooks Brothers,
probably, in 'bu_y'ing their clothing. |

| _lei'xey ‘recognize you' go for a slice of pie from-.the‘
bl_i_sihess-- stgndpoiﬁnt'. ' ].:‘think that is important_ to mention.

It doesn't always come down to dollars and cents

_and can be done prdfit‘ably_. _ It comes to business strategy,

"marketz.ng strategy, and who you want to serve.

It is not Just anybody that can pay you a proflt
MR. MCCARTHY: Joel made a comment that some of

his offices have had an experience of clients of this

'corporation going over and crossing over and using the

private enterprise source. Have you had a similar experience?

‘MR. 0.'STEEN: Exactly, and for some of the

same reasons Joel mentioned; waiting periods were too long in

the LeQal Services office.

| | Frankly, I khow ‘this. from mys experience as a
Légal .Services s.taff Atttrne’y. We used to haﬁé occasions
when. clients would be .angry' with. ts over. something .that
they _woul-'d threaten to go 'downtown and hire a real 1awjrer,

and I think that might be an unhappy, incorrect assertion on

some part of the client base among the poor that they may
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A 1 get better service from a lawyer they go downtown and hire
2 '-as opposed to Legal Services Corporation,
5 as I 'said, that is emphatically not lthe. case,
» bui: that is é ceri-ain view of that. The point is, in any
'5 : eVgnt, we also draw. a vér_y'.broad ‘socio-ecomlamic group 'alll-
6 the way from poor people_ w:ho are eligible for legal services
'7 1 a.J.l the 'w.a;y up- t;o _small”bu.siness owners who are .frank_ly
8 | ‘multim'il_lionéir\es ‘_an.d. in .I!i.a.ny cases have complexed c:o'mme_rcial.
9 legal matters. | |
10 “ B ~ MR. McCARTHY: Joel answered the qgestioxi as to -
n ' pfice .stz,;ucture ahd heA said _they subsidize none, and you don't
A 12 | BRY for subsidizétion. Is that the same policy in ybur fir}n,
. ia or do you haﬁg a flexible schedule?
" I 'MR.‘O'STEEN: No.. We also have a fixed schedule
15 of_fegs_ fq.r lmos.t-o‘f tbe sérvic_es we provide. Those fees are a:IL:»
6 | the léwest charged. in our communi.ty and we also do not ha;re '
7 'l:any éross .'subsi&iz.é-tion- in that i:egard.'
‘B. o ' I'. can tell you that.as a general fule_’given the
19 pricing structure that we have, if we were to eliminate persongl
20 ‘i.p.jury'fr_om the'mix, I .am pot sure that the fixed fees we
21 charge for certain routine matters wouldr remain the same.
” __MRf ‘McCARTHY: They all contingency, I g‘uess, your
& o © CAROL J. THOMAS
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personal injury?

MR, O'STEEN: Yes. .And quite frankly, we do

'-rely on the;fact that many first time users of the legal

services who dome to us for such things as wills and domestic-
prbbléms will come back or refer others in the future for

personal injury work which is cléarly'the most profitable

| work we do in our office.

The-reﬁﬁrn in investmeﬁt in thaﬁ area is gre&t.

CHAIRMAN SANTARELLI: You did not answer the
guestion directed to.you with reférence to caseloads for ydur
lawyers. .I think Ben told us 150 cases:per lawyer. What is
yoﬁrs?

MR..HYATT: Qur active cases for lawyers are

probably considerably larger than that. I think the éctive

files are only 65 active.files'for.lawyers; in that range.

It is smaller than the caseload of a typical

. Legal Services Corporation attorney, as we understand it

from them,

MR. O'STEEN: Incidentally, I might add that the

only reasons those numbers are possible in our office, I

think it.was the top end of that‘range.

Steve it was about 75 to 150 and it varies from
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time to ﬁimea

. The only reason it is possible is that it is very
support from paralegal personnel who assume enormous responsi-
bility”f;om'certain routine files,and even certain of them
have specific job duties for some of‘our more complexed
cases.that enable a lawyer to spend less time on the file
andethereoy heodle'mo#e files and handle.them_well.'

~"CHAI§&AN SANTARELLI: Dan, do you have any

qﬁestions? | | |

MR. RATHBURN: I wonaer.if Mr, Hyett could give us
some kind of monitor mechenism on the oaseloads.

MR. HYATT{ Absolutely; The key to‘be able to
sﬁstaih the kind of growth in our experience is a system of
c0nt:ols ano we have very well developed systems of controls.

Of course, it starts with the recruiting process.

and the training process. Even before that, it starts with '

o a law pr'aotic:e that ig limited to frequently the case cuts

where we can develo'p the internal expertise and training in

those areas and continually improve our ability in those

areas.
It includes the factor of computerization and

central assistance departments that_ drafts centrally the
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generic documents that exist ig'a computer library and are
available to evéry.attorney in each éffice.

There is a quality control mechanism. It includes
some of the things-van'talked.about where you have client
déta sheets ﬁhat tie to attorney work sheets that tie_tO'the

géneric documents in the computer library. All of those

_cxeating-chécklists along the'way which are very good

‘quality controls

Of course, it ends with a semiannual review of

each and every attorney, which is a guality review and con-
‘sists along the way of'contiquing'education programs in our
‘own in-house efforts to develop our practice in the areas

- in which we practice.

CHAIRMAN‘SANTARELLI: Do you have some comments

.~ on that?

MR. O'STEEN: My answer would be almost exactly

the same. Our systems are very identical in that aspect with

those of Joel's.

CHAIRMAN SANTARELLI: Substantive aspects are
a big problem in typical law firms. Substantive monitoring
of the quality of legal services don't loom as large as yours

Because of the standardization aspect.
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MR. HYATT: Not exactly. That is correct, but
it, I think, tends to underestimate the important guality
control aspect of having an attorney work sheet for the

creation of a will that is tied to a generic document in a

~ computer iibrary.

What - that ensﬁtes is that when éﬁ attorney is
drafting éaletter_fdr a-ciient; there is no aspect of the
éstate §1annin§.iﬁ%olvedb':Tﬁeré'is nq-éspéct of the drafting
involved thét can be overlopked. |

.Sp that, typicaily, wﬁen a general practitioner
ﬁiﬁs dowh in a nice comfortable setting with a client and
says, "Now} teli me what your complaints are." Now yoﬁ

are'running all kinds of risks. When he reaches into the

. drawer and pulls out of the desk a standard form that was

_usedffor the last will and marks it up or what have you.

There are cracks along the way that lots of things

17 _;fcan fall into. What our sytem ensures is there is no area

involﬁed'in —-—
CHAIRMAN SANTARELLI: _With better check lists?
MR. HYATT: With better check lists, ahsolutely

right, and the check lists ties to what the word processor’

- does in creating the document because the same thing happens
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on the computer screen there.
If the legal assistant that is doing the actual
production of the documents comes across the broad substantive

category and is not told by the attorney work sheet what is

in there, she is going find @ut. I mean there are all kinds

of checks and balances along the .wé.-y tha.{-: make isure when we

write a Will for a client, in the process. of counselihg or
?ré'sentatidn'aha.drafting, all subst'antive ai‘eas that need
to be addressed. ha\}é been addressed.

M,R‘.- O'STEEN: I might add_ to that, also, in
addition to the chéck lists that we also.devise, inféfmation

sheets, check lists, that are monitored both by legal person-

nel and lawyers who are working o_n‘r'the case, we found that

the use of printed forms is not only a very good cost saving

device in our managing office, in other words, we can produce

 the forms in many cases faster than we can use the word

‘processing equipment in our office to produce documents.

So in many cases in spite of that equipment in

- what we describhed as the real bread and 'butter areas of

practice, and I am talking ban_kruptcy and divorce because those
are the number two areas in which we work, we use printed

forms extensively.
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That is exactly the point that Joel made with
regard to good information sheets and check. lists and that
is when there is a box on a form to either be checked or

left unchecked and a blank to be filled out. You simply

can't disregard it.

It has to be dealt with. So when someone comes

~_to the space on a form in the preparation of it or in the

réyiew of the printed form, for instéhcé; thét deals witﬁ,
thé question.whét ﬁo do in a divorcé cése,'what to do what
the parﬁy's life inéurance, for instaﬁce, wheﬁher it will
be maintained fo;.tﬁe benefit of the children or not.

That is éomething that cannot be overlooked
whiéh'very_well gouid be overlooked in more conventional
préctice whefe those printed forms were not used.or systems-'

were not established.

o Priﬁtéd forms are an enormously good guality

_ control mechanism.

MR; HYATT: Ben and I must be listening_to each

other's speech. That is the exact speech I used with regard

to previously existing life insurance policies.

In our case, we have in the generic documents

that exist in the computer iibrary, when you stop and think
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about how many things a couple can decide to do with an exist-
ing life insurance policy, you can decide on the remarriage
of either party, the policy's beneficiary can be changed.

We have standard paragraphs that can be drafted and in the

' computer' for those five or six things.

If the couple is, in fact, choosing one of those,

it is already .drafted and it will be called By the attorney's

iridicating such. on the attorney work sheet.
This is the advantage, I think ta the computeriza-

tion and a disadvantage to printed form, although I am sure

Ben has some similar unmechanized way to deal with these

féalities. In those_situations‘where'the couple is choosing

. to do something_wit:h' that previously existing life insurance

policy that isn't one of the five or six things that 95
percent of the couples choose, for example, they are going

td-chahge the beneficiary of the dog, Fido, .I can tell you'

" ‘that is not in our computer library, but then the attorney

drafté the original and submits 'i‘t'along with the attorney

‘work sheets,‘ submits a tape that he or she has dictated indi-

cating what changes to the generic paragraphs that exist
in the computer library.

All of this is a process of creating, in this case
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a separa_tion agreement that is the principal in a divorce

proceeding. Creating a separation agreement first, that

is specifically designed, it is tailored made, drafted to

the needs of a particular client at thé.same time as it
addresses all of the substantive that must be addressed in'
a sepa:ation.agreement and'does so in a quality control
fashion..— | |

o ' CHAIRMAN SANTARELLI: Let us turn to another

subject for just a moment before we open it up to the public,

~and that is a delicate question. How do each of you fit into

the legal cqmmunity in terms of any tensions or relationships

at one end of the spectrum with the government-sponsored

legal services community and at the other end of what I will
call the org‘anized Bar,and I don't mean by that the private

practitioners of your town in their private capacity, but

in their organized Bar Association, Bar regulakory capacity?

I see those as two ends of the specturm.

MR HYATTQ .'Le-t me answer that first and I wi’.li
turn mechanism ‘over to Ben. Ben is oné_ of the most prestigiou
lawyers I know and he fits in presgigiously.

It is a broad question and our firm is ~- well,
you ha{re idéntified-é couple of different segments within the

legal professsion. Specifically, ydu have identified the
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Legal Services Corporation and those people that we are close
with that are deeply involved in that, seeing what we are

doing as making legal s'ervi'ces_ available to a different

segment in our society, but one that .had been ¢qually dis-

enfranchised previously.

'L_egal services to the po‘c.:r"would simply be unavail

H ab1e;bﬁt-for government funding. I have often said that
‘unless the legal profession, as the private sector, addressed

 the needs for access to-legai services on the part of middle

inéome_people, ultimately there would be a demand of the

government ta.addrgéss the problem.é created by that lack of
‘access, and we are filling that need in a priv;ate sector

“setting and receive lots of support from our local colleagues

in the legal services community who are providing services

. to the poor.

Within Ehe organized Bar that you -;Sreferred to -~
CHAIRMAN SANTARELLI: In other words, they will

refer up-'to you péoplé they don't feel are qualified for

- their standards; their system; that is, economic standards?

MR. HYATT: Yes, yves. We don't have any formal
relationships where that i:ake‘s place. I don't think that

would be appropriate at either end. But we know that happens
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" to try to preempt. s:cﬁme credit for the important new things

"which as you know, is a group of over 300 former and _state,

- local and national law pfesidents. He wanted me to address

. I think you are asking the wrong guy to give that speech."”
‘give it and did several other things for Reese and his

deal of support.
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quite a bit. Absolute; no question about that.
As to the organized Bar, by and largéf aE the
ABA ievel.we receive substantiél suppoIt. Ben ahd I both
have beeh.very'mﬁch ihvolﬁed aﬁd I became involved reluétantly
I have ﬁieﬁedithe.profeséipn.as having been
opposed;to évery new, important develdpment in-thé iegal.

profession in.the last 20 years and felt it unfair for them

that are now taking place.
I was asked by Reese Smith when he was president

of ABA to address the National Conference of Bar Presidents,

them on the new developments in the legal profession and
what 'their_'- implications are for the profession and the public,

and I said to him jﬁst a few years_back. I‘said, "Reese,
He said, "That is why I am asking you." I did
successor, president of the ABA, and we now receive a good

I think that there has been movement in the
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1 regulatory environment for a new model of code of professional}

2 responsibility. It certainly is a different code than
3 ‘previouély existed and it lcert_ainl.y different than the 19865
4 versj'.on.. | |
5 " So, I th_ink_ the regulatory environment has .hecome
. 6  . "mOre.an'd inviting. There still are imped’iments", to the develop
7 | '-iﬁent .of:_n.e_w l.e.galll systems that will make legai services more
8 "a\}ailéblé .aﬁd. mo.re'accessibl'é';. and the Bar conti.nues f.o ﬁave
9 | .Whé.t I must categorize a.s "anti—eompetitive regulations.”
.10. . " . But having said that, all I can say 1is most la;wyer
n that I meet Vt.:ell me that they think that what we are doing
_ K;\' 1 : is .t'errific or either they thought of it 40 yeérs ago or
’) 13 they wished they had thought of it 40 yéars ago.
'I 4 | ; - 'CﬁAIRMAN:SANTHRELLI: - Relationships with the
]5. .1'oca]_. organized Bar as opposed to the ABA?
16 MR. .HYA'A{‘.T: We don'_wt.harve .a lot of relaﬁionships
- wit'h-. t!'.ula l’oéal Bars. I can tell you i:_x' our earlier years
18 w_henev‘e:; we e.nte-red' a new city, we were alwaYS told, "You |
19 are going to be in .trouble there."
'20 Toledo is different, Pittsburgh is different,
7n Pﬁiladelphia is differerlt, Denver is different. They are not
» going to allow you .wha.t you are going. |
N | . 3
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We have always done our thing and done it in our
way. Although we never picked a fight, we make it clear we

never walk away from one.

I am pleased to say that in the 17 states and

‘District of Columbia, where we practice, there has been only
' two occasions where that has even : been necessary, and that
'is to make clear that we Bdnft_Walk away from a fight and,

by and 1arge,' in all the states in which we practicé we have

not had a problem.

In those where we have had a problem, it has been

a concern on the part of the local Bars that we are taking

business away from their members, and when that concern

manifests itself, nothing more than a trade association lookin

out for its members and as long as Bar Associations are

willing, and as_théy afen't to say that that is how they are
édting at'that.poiht,AI don't have any problem with it.

. | That is what.trade_assbciations are for. What is
terfibiy troublihg is when a 1océl Bar Association contends
what it concerned about is the public interest and is acting
in their regard when what it is doing.is something terribly
anti-competitive and not at all in the interest of the public,

and then they are talking about hypocrisy.
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You see that from time to time with the local
Bars, but we have never let any of that get into the way of

what we are doing and, frankly, our concern is much more

with what the public's response to Hyatt 'Legal Services

rather a professional.
I am delighted to have attained status within -

the profession that we have attai'ne'd,' but that wasn't our

goal. Our goal was to attain the r‘espo'ns'e- within the public

at large that we.h'ave attained. The public response has

been overwhelming to us.
CHAIRMAN SANTARELLI: Your experience would not
be as numerous, but would you to care to join?

MR. O'STEEN: Precisely, because our practice is

_more conventional. It is very good to maintain relationships

‘with the local Bar as well as Legal Services people.

Frankly,. my r.oot's are Legal Services, my sympathie
ax;e there, and will 'cont-.in_ue be all the fime. Our, relation-
ships there are quite gbod, I think, and continue to be.

I moved from when I organized a Bar five or six

years to someone who seems to be sought now by organized

‘Bar Associations in an assortment of ways.

I am Chairperson of the American Bar Association
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Special Committee Delivery of Legal Services, I am a member
of the State Bar of Arizona Committee on Legal Services, as -

well as the State Bar of Arizona Standing Committee on

- Advertising, and generally have very good relationships with

my colleagues and Bar.
CHAIRMAN SANTARELLI: Any more?

- MR. O'STEEN: The thrust‘df your question might

have been something else.

CHAIRMAN SANTARELLI: i am loocking for sensitivity
MR. O'STEEN: Surely, after awhile when the
Bates décision,was working its wa§ to the Supreme Court and.
shdrtly afterwards, of course, there was a tremendous amount
_df resistance and generally hostility toward those of ﬁs who
were.pléying proﬁineﬁt roles in-that case, and very quickly
afterwards that most of it‘d;sappeared.

I think my experience now is what Joel's has

~been and that is that there seems to be little resistance.

ﬁost of it has'evaporated in the last six years.

After all, lawyers get used to changed times after
the period. I will tell you an experience b_riefly about a
young lawyer who moved to Phoenix who met me and he said, "I

didn't understand what the hub-bub was all about surrounding
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'-_.reo'p_e_n' and he had never heard the wo_rd before.

' staff that was uncovered that would illuminate your further

- study of this matter?

'-profile of the average '1aWyer that you have? I am speaking
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So, there is a whole new group of lawyers'out

CHAIRMAN SANTARELLI: That is always stunning to
me in Washington. I saw é_ man recently, a new member of

Congress and his staff, and I told them they were called to

- - Thank you very .'mu_.ch from the pénel.-
Let us b?e'n a few questions from our friends and
visitors if they' have anything fhey would like to address:
(No respons-.e}._ |

CHAIRMAN SANTARELLI: Is there anything from our

Please? .

MR. DAVIS: I have one question. What is the

specifica]_.ly of Hyatt T..egal Sérvices. 1 Havé seen a couple
of your ads here locally.

MR. HYATT: Average yealrs of expe.rience would be
f_iv_e in the general pr—actice.:‘ Sbme of our attorneys’' previgus

éxperiencé has been with Legal Serv-ices‘Corporation.- If not,

/
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it has sometimes been with governmental agencies like Public

Defender services, prosecutor officers, many of them come

from prior private general practice.

Average age of our attorneys is ear_ly'thirties.

‘Beyond that, I_é_an-'t generalize it. They come from a wide

range of .sbcio—_eco'nomic backgrounds.
| Do. you havé arﬁ_ything more specific you would like?
_' MR DAVIS: No. That answers my question. .
.MR. McCﬁR’I‘H’.Y: | _I.have a qt.ies_tion. From what
Steve _mentioned, .I 'a.ssume you had given thought to exparision

programs, I géthered, from your marketing research and that

type of thing.

So, my question is one that you may have con-
sidered. 'I know you must have. That is, what population

base do you use when you open a new office, and I have a

: seéond questibn’, too, that you might think about. Does your

s'erv.i'ée contémplate serviciﬁg_ totally rural areas?

MR.. HYATT: ‘That is an excellent questioq. our
service fight now, I will answer in reverse order. It does
not go to rural areas and it is not presently contemplated
to- do Sé.- ‘That is related to'tﬁe first question.

‘Right now we are opening offices in the major
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metropolitan areas in the United States, the essentially 30
top metropolitan areas and we only have a couple of areas that
are not in the.top 30, but they are close to that and that

is bécause they are in Qhio. Toled_o and Dayton,and by

‘large, they are in the top 30.

We do not know the answer to your question. We

intend to find out at some point, and that is, how small a

city can ‘Hy'att .Lega.l' Services ,'operate in successfully.

What'k‘i'nd of demographic space, we don't know that

because we have not tested the smaller range. There are a

lot other things we don't know.

If you had asked me two or three years ago whether

I thought there could be nine offices in Cleveland and in

the Cleveland metropolitan market, I would have said, "Gee,
I real'ly doubt that. I expect there could be six."

To date, we have nine. Some of them have three

_ attorneys, some of them are four attorr_:éys per office. They

aré. still growing rapidly.

Caﬁ we have 10 or 11?2 We are going to find out
by trYing' :Lt and then-at some point, we try whether you can
have an office in Mansfield, Ohio or Ashtabula, Ohié. We

simply do not know.
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The need for what we afe doing is enormous. We
are expanding what we know how to do well and over time
:testing the 'p..aramet‘:ers within which we can operaté.

Wé just cion_'t know. |

MR. McCARTHY: Do you have any thoughts,

| MR. McADOO: Frankly, we don't know much about

'_the demographics or size of ‘the metropolitan areas we practice

in. We.just don't have that much exﬁerience.
| We know a littié aboht'éhoenix,_but not anywherq

near what Joel has.‘ They.are different metroplitan areas.
MR. ﬁcCARTHY:' You have nevef done a.profile?
MR, HYATT; We have done a lo£ of market research

as well as quantitative analysis. We did a major stuéy with

the:Lou_Harris organizaﬁion.in 1980,and our own data base

ndﬁ.does_not support éome of ﬁhosé conclusibns._.

For example, that study led us to believe you can

place offices 20 or 25 minutes apart in a metropolitan area

and still be ve'ry accessible to people ,because‘ were indicating
in the study how far they will be willing to drive,
Now, it is three yeérs later, and we have a much

larger data base in terms of our actual operations and where
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our clients live in relationship to where our offices are

10Cated and we find that people might say in a poll that they

‘would be willing to drive a ha_lf an hour. away, but'indeed :they

dfive a half an hour.

It is only a matter of, again, we are only six

' years oid. We aré-buiiding knoWlédge as we go on and we know

that we want to vety seriously address the notion of accessi-

© bility. o

We can't offices that are a half an hour apart

_becausé we are going to miss a lot of people who just won't

go to that effort or aren't able to access one of our offices.
I mean I can sit here and tell you we know a lot
more today than we knew yesterday, but we are going to know

more and more tomorrow.
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1 . MR, O'STEEN: Our experience is a little different

2-..fr6m that. I don't know why, but we draw, for instance, very
3 |l well from tﬁe‘greatet Phoenix Metropolitan Area.

“ | | MR._HYKTT: Bﬁt you don't know what you lose.
5 q ' .--MR. O'STEEN: That is the poinﬁ-I was making; I

6 Il don't know'what we‘are.noﬁ getting.
7 o '  .. MR, HIATT}I Cleﬁeland being a Very.good axample, we'
8 had gﬁ'office with a ﬁremendous'client demand and had grown
9 lto fdur‘atto:neys, ahd:there was a question whether in
lO,i another area fifteen minﬁﬁeé away in a ﬁajor shopping center
11 area we should open an office or Will that just draw from the
'<j> 12 cne we have-goﬁff |
13 = Here we have_this extremely successfulroffice and 
14 | we didn't want to hurt it and we had to realize where these
15 léeoplewére coming from. Indeéd, tﬁey were coming from out
lﬁ || here. _Theg wére cdming froﬁ a far lesser extent than they.
7 were"caming-frdm'right-hefe and we went ahead and openéd the
18 foffiﬁe.' Ofrcourse, they are ﬁoth thriving_now.

19 '~ S0, you don’'t know what you are not getting until
20 flyou develop the daté for doing_what you want to find out.
21 | : MR. O'STEEN: This is ébsoiutély true. But the one

22 . experience we'have had, that frankly'seemed to surprise us a big
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-is that we seem to draw almost as much from the middle income

neighborhoods great distances from our office than we do the
middle income neighborhoods that are nearby.
MR, HYATT: That is because we are not in Phoenix

1

CHAIRMAN SANTARELLI: In the West people like to

MR'..-O'S':_[‘EEN: We also want a presence in those

areas as well and intend to have it, but we are going to do it

with a different g.rowth,_ with a different plan than Jcel.

For instance, there is a legal clinic operation in
Phoenix that if I can fairly characterize it by saying it is

not like Joel's in terms of its organizational framework, it

‘has 10 offices in the r-Ié'tropolitan Phoenix Area comprised of

lawyer offices that range fi:om:two to five lawyers, and they

blanketed the city.

They ha{ze a very 'aggressive marketing program, and

notwithstanding that and their greater accessibility in many

areas of the City than.we have, we still seem to draw very well

from thése areas, but ultimately we are going to have, as I

sald, scme presence in those areas as well.

CHAIRMAN SANTARELLI: Thank you very much. It has
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been very enlightening to learn how private enterprise has
fultilled a néed we have all recognized for a long time and
it is begﬁn Seing' fulfilled.

Thank yQu.

MR,HYATT: Thank you all.

MR, MCCaPTHY: It was nost enlightef:ing to JS I

am sure it will be very useful,

CHAIRMAN SANTARELLI: I would like to ask if we can

further draw upcn your expertise by telephone call or letter.
MR, O'STEEN: We will be happy.

(Thereupon, at approximately 12:05 -o'clock,
p.m., the proceedings were adjourned.)

* * * * *
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