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Joel Hyatt, left, founder of Hyatt Legal Services, predicts Ihat Hyatt's Lawpian will have 500,000individual sub-
scribers by year end. Warren Feldman, a Long Island aUomey, does prepaid work for Nacfonwide Legal Services.

Legal Advice: $6.75 a Month

By TAMAR LEWIN

Montgomery Ward sells clothing,
bicycles, televistons and now, for
$6.75 a month,basic legal scwrccs: a
simple will, document review, unltm-
Ited telephone consultations with a
lawyer and a dtscount on more com-
phcatcd matters such as divorces.

Amway — which peddles soap,vita-
mins and other products = recently
started offering a similar legal pack-
age, called the Ultimate Legal Net-
work, for $160 a year And Hyatt
Legal Services offers the $10-a-month
Lawplan, for holders of Citibank
credit cards.

Prepaid lcgal-services plans, a
product that barely existed 10 ycars
ago, suddenly are being seenas a
great marketing opportunity

About 17 milhon Americans are
covered hy some sort of legal-service
package, most of them by plans pro-
vided by unions or organizations to
which they belong. But mostmiddle-
income Americans still do not have
lawyers. Dozens of different con-
cerns, including retailers, banks and
legal clinics, are scrambling to carve
out a prece of that market == mostly
by selling their services directly to
the individuals who will be covered. in
contrast to the old-style group plans

paid for by unions or emplovers.

“Until about four years apgo, all the
action was mthe unions, but now the
financial services companes, Insur-
ance companies and ali kinds of other
businesses arcinterested,”'said Alec
Schwartz, executive director of the
American Prepaid Legal ServicesIn-
sutute.a nonprofit group conncected
to the American Bar Association.

But several uncertamnties surround
the prepaid plans. There is the matter
of whether they are a form of insur-
ance, subject to extensive state regu-
lation In New York, New Jersey and
Connecticut such plans are generally
regulated by the state insurance de-
partments, but n all three states
some plans may be sold by non-msur-
ers.

More fundamentally, some con-
sumer and legal experts wonder
whether such plans, which must be
high-volume operatons to be profit-
able, offer good legal advice, espe-
cially when they move beyond routine
matters. In many of the plans, all but
the simplest legal questions Incur
extra costs.

Profitability Is Uncertain

Finally, for both the sponsormgor-
gamizations and the participating law-
yers, there s a lingering question
about just how profitable legal-serv-
1ces plans will be.

But there 1s no question that the
plans are quickly gamming momen-
tum. “The market isexpanding rap-
idly,” said William Bolger, executive
director of the National Resource
Center for Consumers of Legal Serv-
ices, a trade group in Washington.
“Butit's going to be a few more years
before everyone who wants a prepaid
legal-servtces plan will have been of-
fered even one package, much less a
choice of plans.”

Until 1977, when the Supreme Court
opened the way for advertising by
lawyers, the very idea of a national
prepaid legal-services plan was un-
thinkable. Indeed, the first-genera-
tion plans were local operations in
which unions or employers hired a
few lawyers toprovide workers with
wills and advice on family or con-
sumer problems.

A Fast-Growing Segment

While many unions and employers
still offer those plans and group plans
still cover the most people. the fast-
est-growing plans are the &es being
sold to individuals.

“We're over the first hurdle, the
question of whether this idea is going
to work, and we're into the phase of
figuring out how to market it,” said
Mr. Schwartz of the legal services in-
stitute. “It's not like selling hamburg-
ers. It’s more like consumer educa-

Features of coverage:

customary fee.)

< maximum of $25,000 the fifth year.”

attorney or accountant.

with a fatal automobile accident.

tion on how and when people should
use lawyers.”

Prepaid Legal Servicesinc., a pub-
licly traded company based inAda,
Okla., is the oldest and biggest of the
companies selling to individuals —
8nd one of the few that allowsmem-
bers to use any lawyer they want.

] think choosing your own lawyer
is asimportant as choosing your own
doctor,” Hariand Stonecipher, the
founder and chairman of the compa-
ny, said.“lf you're being sued, an un-
known voice on the other end of the
phone may not be very reassuring.”

Doubling of SalesAnticipated

Prepaid has about 150,000people in
22 states selling the plan door-to-door
and at gatherings of their friends and
neighbors. Prepaid’s revenues were
nearly $20 milhon last year, and Mr.
Stonecipher expects more than dou-
ble that this year.

The Amway Corporation also uses
person-to-person contacts by almost
8 milhon distributors to sellits plan.
Last May, Amway distributors in
four states began offering packages
ranging from the $160-a-year family
plan = covering free wills, three
hours of in-person consultationun-
limited telephone consultations, docu-
ment review and reduced rates on
other services— to the $500-a-year
executive plan, which covers many
business matters as well.

Amway, like Montgomery Ward
and others, pays local lawyers to pro-
vide the actual legal advice that its
10,000 members ask for. *‘At}east
half of our members are our own dis-
tributors,” said Henry Emrich, the
coordinator ofthe plan, whois plan-
ning to expand it nationwide.

Most of the Other new plans, includ-
ing those developed by Montgomery
Ward and Hyatt Legal Services, are
selling their services by mail, sending
solicitations to millions of credit-card
holders. Montgomery Ward is prob-
ably the largest of the direct-mail
plans, although others in theindustry
db%)utetheretaller’sclalm that it has
200.000 subscribers. The Signature

How Two Legal-Service Plans compare

Prepaid Legal Services Inc. Montgomery Ward/Signature Group

M For each new legal matter. a half-hour
consultation with lawyer of subscriber's choice to
discuss a wilt or other legal matte?. {Clentis
raimbursed for 100 percent of the lawyer's

| For defenging lawsuits, costs of up to $5,0600
the first year. increasing $5.000 8 ys8r to 8,

| For getendingtax matters, up $0$5.000 for

| For automobile-reiated matters. ‘reasonabie’
tees rangng from $250 m connection with losing a
driver s license, to $20.000 or more in connection

Cost: $6.75 8 month

Subscribers: About 200 ooo

Features of coverage:

| For each new legal matter, a one-hourin-
person ¢onsuitation with a lawyer assigned by the

plan.
that lawyer.

' length.

@ Preparation of a simple will
| Letters or telephone calls by the lawyer on the
client's behalf. as may keenecessary to resolve a

matter.

hour ceiling on fees.

Group, Montgomery Ward’sfinancial
services subsidiary, sends he four

million pieces of mail every three
months to the store’s credtt-card
holders, and according to NancieE.
Poulos, the general manager of the
plan. about 1 percent sign up. Mail-
ings will benationwide by September,
she said.

Founder Predicts Rapid Growth

Hyatt Legal Services'two-month-
old Lawplan issigning up about 10.000
Citibank credit-card holders a week.
according lo itsfounder, Joel Hyatt.
and the firstmailings have gone out
to holders of Firestone credit cards.
By the end of the year, he predicts,
Lawplan will have 500,000 individual
subscribers drawn from the mailing
lists of banks, department stores and
oil compames.

The AF.L-C.1.O.s more than 13
million members, meanwhile, are
about to get another Kkind of legal-
services package, known as a “free
plan” = in effect a group-buyingar-
rangement — under which certam
lawyers will offer members a 30 per-
cent discount on fees. The plan will
cost neither the A.F.L.-C.1.O nor 1ts
members any money. Such free plans
pose a threat to the profit-makmg or-
ganizations that sell pay-m-advance
plans. But those organizations say
they are not worried.

‘“‘Historically, free plans start out
nicely and then, since they don’t have
money to spend on promotion and ad-
vertising, peopie forget about them
and they fade away,” Ms. Poulos Of
Montgomery Ward said.

People who pay for individual plans
tend to use them a lot. Indeed, more
than 20 percent of Montgomery
Ward’s subscribers use the plan each

month, Ms. Poulos said: “We’'ve had
very good utilization on wills and con-
sumer problems and family-related
problems such as divorce, child sup-
port or a kid in trouble. People use
these attorneys not only for legal
questions, but as a resource for ad-
vice on things like what to do witha
lump-sum retirement plan.”

8 Uniimited telephone or mail consultations with

| Review ofiegal documents up to sixpagesm

IReduced rates on uncontesteddivores, real
estate closings and other matters. with a§50-an-

But skeptics point out that advice is
only as good as the lawyer giving it.
“It’s not a good value, even at a few
dollars a month, if you're aSSIgﬂEdto
alawyer who has no expertisein the
area you're concerned with and no -
cenlive to spend the time lo research
it,”” said apartner at a large New
York law firm, who asked not to be
named.

No Easy Measure

While there 1S no easy way to meas-
ure the quality of lawyering, most
plans do try to gauge clientsatisfac-

uon.

“One of the things we look at, on a
monthly basis,is the cancellation
rate of people using each lawfirm,”
Ms. Poulos said. *“We can tell pretty
quickly where there’s a problem. The
No. | complaint people have about
lawyers, 1 our plan and elsewhere, 1S
that they don't return phone calls.
Our subscribers get a toll-free num-
ber to call if there's a problem, and
the lawyers know we take compilaimnts
very seriously, so | think they're
especially careful 10 be responsive to
our subscribers.”

Still, when 1t comes to guality con-
trol, the prepaid plans of legal clinics
such as Hyatt Leeal Services or
Jacoby & Meyers may have an edge
over plans that assign the work to
outside lawyers, a point they make on
their own behalf.

“The best quality control is having
your own delivery- system, made Up
of people you know and have
trained,” Mr. Hyatt said.

GailKoff, a founding partner of
Jacoby 8 Meyers, made a similar as-
sessment. But bnth she and Mr. Hyatt
must be measured n their criticism
of networks of outside lawyers, for
Hyatt'sl.awplan uses such a network
In areas whereit has no offices and
some of Jacoby 8 Meyers’'s lawyers
are part of the Montgomery Ward
net work.

Relying on Private Practices

While large, prestigious corporate
law lirms generally shun prepaid

Nancie E. Poulos, general man-
ager of Montgomery Ward's di-
rect-mall prepaid legal service.

legal-services clients, such chents
can be a boon to small general prac-
tices. In Los Angeles, for example,
the four lawvers at Fazio i? Fairchild
do little but work for their 8,000
Amway clients, 2,000 Montgomery
Ward clients and other prepaid
chents. Christopher Fairchild said
the office handles about 100 telephone
calls a day, whichinturn generate
about 25 wills, 20 or 38 letters on legal
matters and 10 documents toreview.

According to Warren Feldman, 8
Long Island lawyer who does prepaid
work for Nationwide Legal Services,
a publicly traded New York-based
company, and for several umon and
employer plans. the key to handling
prepaid clientsis a highly automated,
well-managed office.

“Clients are SUSPiCious right from
the beginning with this kind of pro-
gram,” said Mr. Feldman, whose
firm, Feldman & Kramer, has eight
lawyers in Hauppauge,L.l., and Man-
hattan.* You have to give them better
service than a traditional law firm
would. And we can. }f a client wants 8
will, our computers give him 8 range
of possible clauses that's much wider
than what a lawyer going through the
form books would find. The down side
is that any mismanagement leads (o
alosing situation.”

For the participating lawyers, who
are paid a dollar or two 8 month for
each prepaid client assigned t0 them
- even if the client never calls =
there 1sstill some doubt about how
profitable prepaid plans will be. The
answer will depend on how often cus-
tomers use the services and how
often they bringin other work, such
as divorces or real estate clasings, for
which they typically pay an addi-
tional $50 or $60 an hour.

“1 don’t know yet if prepaid legal
services 1§ gomg to be 8 real good
business, a good business or even 8
marginal business,” Ms . Koff said.
“We know from our offices that are mn
the Montgomery Ward plan that peo-
pie seem to use itfor alot of con-
sumer questions that are frustrating
from a legal point of view.lf someone
wants to collect $300 from the dry
cleaner who ruinedtheir dress, and
meanwhile they've lost the receipt,
that's a hard thing to handle in a cost-
effective way. | can tell you thatlaw-
yerswill go out of business if they're
getung lots of questidhs like that.”



