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On the move
Law firms operate in a challenging and unpredictable business 
environment, facing increased regulatory pressures, the worry of 
cybersecurity, data breaches, reputation management and political 
uncertainty, both in the UK – with the implications of Brexit – and 
globally. The exponential take-up of cutting-edge technology, 
including artificial intelligence (AI), represents a challenge and an 
opportunity in terms of market differentiation. The legal services 
sector is on the move, and the UK is in the vanguard.

Globalisation and Consolidation
2016 saw continued consolidation across the legal market 
(Altman Weil logged 85 mergers involving US firms), although 
the rate of UK and international mergers is slowing and some are 
more successful than others. Significant recent mergers include 
the three-way merger between CMS, Olswang and Nabarro in 
the UK and the £600m transatlantic merger between UK-based 
Eversheds and 400-lawyer, Atlanta-based Sutherland Asbill & 
Brennan to create Eversheds Sutherland. 

Mergers are continuing into 2017 with the same pattern of large 
firms annexing national firms as a way of broadening their market 
coverage and international reach. DLA Piper recently merged with 
Danish firm LETT and Portuguese ABBC. Dentons merged with 
Boekel in Amsterdam. However, firms also struggled to find the 
right fit and some merger talks failed, for example between Berwin 
Leighton Paisner (BLP) and Greenberg Traurig in 2016, and in 
2017 UK firms Weightmans and Ward Hadaway abandoned plans 
to merge after four months of talks. An alternative international 
expansion strategy is to open overseas offices, and in April 2017 
Pinsent Masons launched its third international office in 12 months. 

Recent months have also seen spectacular failures, notably the 
European arm of King & Wood Mallesons (KWM), which went 
into administration three years after the merger between UK  
top 20 firm SJ Berwin and KWM (the product of the 2012 merger 
between China’s King & Wood and Australian Mallesons). Other 
closures included Matthew Arnold & Baldwin.

Notwithstanding this, UK firms are continuing to experience growth 
although the rate is slowing. The Lawyer’s UK 200 report highlights 
strong turnover growth for the top 100 firms, rising 4% to £20.13bn. 
The total number of lawyers in top firms also increased by 4%. 
While profit margins fell slightly, UK law firms enjoyed higher 
margins than those in the US and Middle East. 

Challenges
The key challenges facing the industry relate to change, which 
continues to accelerate. The legal sector has been experiencing 
– and talking about – disruption for several years. Now the focus 
is innovation, with Magic Circle and BigLaw firms introducing 
roles focused on innovation, and start-ups, some of which are 
funded by law firms, creating a multiplicity of technology-powered 
new business models. This dynamic and uncertain business 
environment is exacerbated by volatile political and economic 
conditions, intensified competition for work and talent, as corporate 
clients are reviewing and reducing their panels and raising their 
expectations around fee transparency and value for money. Other 
business considerations include increasing responsibilities around 
regulation and compliance and data protection and security.

Uncertain Political and Economic Conditions

Global leadership changes following Britain’s decision to 
leave the EU and the US presidential elections with President 
Trump’s subsequent changes around immigration and freedom 
of movement have created debate, discussion and work for the 
legal sector. In the UK, top legal stories around Brexit included 
the legal challenge against the Government over its plans to 
trigger Article 50 which resulted in the Supreme Court ruling that 
this required a vote in Parliament. 

Competition

The UK’s deregulated legal services market means that traditional 
law firms face competition in an extended marketplace, which 
includes ABSs (alternative business structures), which now include 
some established businesses as well as start-ups that challenge 
the legal services model. These include online and automated 
services which produce efficiencies that support highly competitive 
pricing and extend legal services and consumer choice.

The two main effects have been changes to the way law firms 
are funded and managed, as ABSs allow non-lawyers to own 
and manage law firms. The Law Society Gazette recently 
reported that around 75% of ABSs approved by the Solicitors 
Regulation Authority (SRA) are existing firms and that almost 300 
accountancy practices are licensed to offer legal services. Other 
ABSs include insurers, charities, universities and trade unions. 

BTG Advisory looks at competition, globalisation, data security, innovative 
technology, and the challenges of today’s political climate. 
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Technology and Innovation 
Technology is shifting the legal business model, with the rise of the 
virtual law firm/legal services provider and the fast and exponential 
AI-powered scalable processes which are currently replacing 
traditional outsourcers and expediting volume services. The 
catalysts for legal AI include advances in big data and predictive 
analytics, machine learning and natural language processing, 
but the main enabler is cloud computing, which makes scalable 
technology accessible and affordable and enables connectivity – 
the ability to link devices, data repositories and processing engines. 

Legal technology, and in particular AI, has attracted a lot of 
media attention in the past 18 months. Innovation in legal 
services delivery including investment in technology and agile 
working practices is client led. Corporates are reducing their 
legal panels and handling more work in-house. And they are 
looking for more value from their external firms. For example, in 
2016 Shell reduced the number of firms on its global legal panel 
from around 250 to just six. 

Technology that automates repetitive and volume processes 
offers scalability, thereby enabling corporate legal departments 
to deal with routine work without instructing a law firm, either by 
outsourcing it to a tech-powered legal process outsourcer (LPO) 
like Riverview Law, or investing in technology that enables relatively 
small in-house teams to handle volume work and peaks in demand. 

Because AI-powered technology can handle multiple processes 
simultaneously and almost instantaneously, handling what would 
have been weeks of work in minutes, it not only brings scalability 
and improved productivity, it also challenges law firms’ traditional 
concept of time as a unit of measurement when it comes to 
valuing and charging for routine components of the legal process 
like due diligence and regulatory compliance. 

Consequently, AI and process automation potentially challenge 
how law firms price and bill for their services – as well as changing 
the type of work that businesses pass on to external counsel. 

AI and Legal Robots

For commercial firms, innovation has become a key performance 
indicator and is often included in panel selection. Magic Circle 
and global firms have taken the lead in applying AI technologies 
to high-profile deals because the hottest market for AI in legal 
is M&A due diligence. Although a few resourceful firms, notably 
Pinsent Masons, have developed their own solutions, most of the 
legal AI trailblazers have worked with software vendors, RAVN 
Systems, ROSS Intelligence, Kira Systems and Neota Logic 
to develop applications for transactional due diligence, legal 
research and client-facing apps.

The first successful use of AI in a law firm is LONald, Berwin 
Leighton Paisner’s (BLP) robotic contract lawyer, which handles 
due diligence on property transactions. It connects with the  
Land Registry site to verify property details and collates the 
results in a spreadsheet. It is powered by RAVN’s Applied 
Cognitive Engine (ACE) – a robotic platform that identifies and 
processes key information from documents and other data. 

As the ABS market has matured, the predictions that ‘Tesco 
law’ would take over legal services have proved unfounded, 
and the consumer brands that moved into legal immediately 
after deregulation have experienced mixed results. The AA 
and Saga closed their legal businesses in 2016 and the Co-op 
amalgamated legal into its funeral business.

As legal services are increasingly delivered over multiple 
platforms, including hybrid practices and technology-enabled 
start-ups that do not fit the partnership model, the number of new 
ABSs is increasing steadily, with 167 registrations in 2016, and 
33 up to the end of April 2017. Market liberalisation along with a 
strong start-up dynamic, including in the legal technology space, 
is keeping the UK in the vanguard of change.

Data Protection and Cybersecurity

Data protection and cybersecurity are critical success factors 
for law firms, underpinning client confidence and reputation 
management. The potential fallout of a data breach was 
demonstrated by the Panama Papers leak in April 2016. At 
2.6 terabytes of information, the 11.5 million files leaked from 
Panamanian law firm Mossack Fonseca was the biggest data 
breach to date and included information linking more than 70 
world leaders to tax evasion schemes channelling funds into 
offshore bank accounts. Furthermore, as the International 
Consortium of Investigative Journalists (ICIJ) commented at 
the time: “The data shows that Mossack Fonseca worked with 
more than 14,000 banks, law firms, company incorporators and 
other middlemen to set up companies, foundations and trusts 
for customers.” The UK Government’s investigations into the 
breach included contacting 64 law firms to determine their links 
with Mossack Fonseca, but there was no suggestion that any UK 
firms breached any rules. As well as raising issues around legal 
professional privilege, clients’ awareness and concerns about 
data protection and privacy in respect of third parties such as law 
firms holding their data – and raising questions about these in 
their panel selection processes – are forcing law firms to focus 
sharply on cybersecurity, in terms of securing their systems, 
taking preventive measures and having a disaster recovery/crisis 
communications strategy in place. 

At the other end of the cybersecurity/data protection scale, 
2017 has seen the spotlight on ‘Friday afternoon fraud’, a 
conveyancing scam that targets solicitors’ email accounts and, 
according to the SRA, cost the profession at least £7m in 2016. 
This is the most common cybercrime in the legal sector, involving 
hacking into conveyancing transactions and diverting client 
funds. This typically takes place on a Friday as this is when most 
completions are made, and it gives the criminals the weekend to 
avoid detection. The SRA report on IT security includes ways of 
combating Friday afternoon fraud.

As cybercrime is a product of legal services moving online, 
legal service providers are committed to protecting their own 
and their clients’ information and they do this by combining a 
strategic approach with appropriate IT safeguards backed up by 
user training and contingency planning should the worst happen, 
including fulfilling the requirement to report data breaches to the 
SRA, and possibly taking out cyber insurance.



3

INDUSTRY UPDATE

Financial & Professional Services: Legal August 2017

According to the NatWest report ‘A perspective on the legal 
market’, the “structure and seniority pricing model embedded 
in the vast majority of business law firms faces radical change 
as AI becomes more commonplace”. The report highlights how 
AI-powered automation of lower-value legal work will reduce the 
need for paralegals and junior lawyers, and radically change the 
pricing model for commoditised legal services.

Lawtech Start-ups

At the other end of the scale, the global lawtech start-up market 
is driving innovation, including new legal services and platforms. 
The interface between the big firms and the start-ups is that big 
firms are looking to deploy the latest technology to support falling 
margins and maintain competitive advantage, and, crucially, to 
attract corporate clients. 

Law firms are positioning themselves as investors in the start-up 
economy – by launching breakaway businesses, as Cambridge 
firm Taylor Vinters did with AI-powered contract intelligence 
software developer ThoughtRiver, and as seed and angel 
investors. For example, Slaughter and May have a 5% stake in 
Luminance, which is backed by Autonomy founder Mike Lynch’s 
Invoke Capital. Dentons’ NextLaw Labs was the first legal 
tech start-up incubator, subsequently partnering with IBM and 
Seedcamp to support early-stage legal tech start-ups. Its first 
investment was ROSS Intelligence, and its portfolio includes 
Beagle, Apperio, Clause and Libryo. Following the success of 
NextLaw Labs, multiple firms have followed suit. Most recently 
Mishcon de Reya and L Marks launched MDR to support legal 
tech start-ups.

Chatbots

Chatbots are the hottest topic so far in 2017, bringing together 
start-ups, AI, access to justice and new markets for legal 
services, and they are starting to be deployed within law firms 
too. Trailblazers include Stanford University student Joshua 
Browder’s DoNotPay which has overturned more than 160,000 
parking fines and handled over 3,000 emergency housing 
applications as well as using the Facebook Messenger platform 
to help refugees with immigration applications in the US and 
Canada and asylum support applications in the UK. Other 
chatbots aimed at improving access to legal services include 
Lawbot which provides guidance on criminal law. 

On the commercial side, Farewill applies a similar questionnaire 
to create online wills – although the online help functionality is 
manned by people, not AI.

While consumer and commercial technology has seen an 
explosion in voice-activated assistants, this is still emerging 
technology in the legal sector. Although ROSS was initially 
designed to respond to voice commands, lawyers preferred to 
type in their research queries. The latest interactive tool for use  
within law firms is Helm360’s Termi, a chatbot built on  
Microsoft’s cognitive services platform, which interrogates 
Thomson Reuters Elite legal practice management system  
via Skype, Microsoft Team or a web browser. 

Another legal AI supplier, Kira Systems, supports M&A due 
diligence by identifying and analysing clauses in company 
documents. Clifford Chance and many other firms – most 
recently Ashurst – use it to speed up deals. The AI element of 
Kira is machine learning, so its accuracy improves with each 
transaction it works on – and with user feedback. 

Another key application of legal AI is in legal research. ROSS 
in the US is a virtual knowledge worker which combines natural 
language processing with IBM Watson’s cognitive engine and 
was first employed by US firm BakerHostetler in its bankruptcy 
practice, supporting attorneys by finding precedents and other 
documents. In the UK, RAVN ACE also supports legal research 
and knowledge management.

Neota Logic is an AI platform that law firms use to create their 
own code-free apps to offer clients self-service, real-time legal 
advice, for example around whether they are affected by a 
particular change in legislation, or need to comply with new 
regulations. Apps bring the AI advantage of scalability, delivering 
legal advice concurrently to multiple parties. From the customer 
perspective, they bring convenient access to quick legal 
questions via their smartphone. 

A commercial example of this is AI Tech Support’s Legal 
Intelligence Support Assistant (LISA), an online Non-Disclosure 
Agreement generator which is designed to support entrepreneurs 
and small businesses that may not be able to afford a lawyer. 
One of LISA’s key attributes is impartiality, which means that it 
is able to represent both sides of a case, which would present a 
conflict of interest for a human lawyer or law firm. 

AI is also infiltrating corporate legal departments – Riverview 
Law has developed Kim, an AI platform for managing legal 
workflows and knowledge resources as well as subscription 
and on-demand services supplied by RAVN, Luminance and 
LEVERTON, and specialist resources such as TrademarkNow 
and Legit Patents. For example, BT Global Services uses 
RAVN’s AI software for revenue assurance, managing margins 
throughout the contract life cycle, and de-risking new contracts.

AI does present a dilemma for law firms, however. There is no 
one-size-fits-all solution, so a firm cannot simply invest in an AI 
system that covers all its requirements or simply buy one of the 
popular solutions. The challenge is to integrate AI into the existing 
technology architecture and only a few firms are achieving this. For 
example, Freshfields is combining Kira Systems contract analysis 
for M&A due diligence, Neota Logic for multi-jurisdictional filing, 
blockchain-enabled smart document generation for capital markets 
work, and semantic web technologies for universal searching.

AI vendors recognise that integration with legacy systems 
presents a potentially serious barrier to adoption and are working 
collaboratively to address this. For example, Neota Logic and 
RAVN integrate with other systems – and each other. 

However, law firm structure and culture is the biggest barrier 
to change. Altman Weil’s 2016 report ‘Law Firms in Transition’ 
found that clients’ use of technology that reduces the need for 
lawyers and paralegals was considered a threat in 21% of law 
firms surveyed and a possible threat in 53% of firms.
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For Further Information
If you would like to discuss any of the issues raised in this update 
or would like to know further details about the services we 
provide to the sector, please contact me.

Co-authors

Julie Palmer is a Partner at BTG Advisory. She has worked 
closely with a number of legal practices. Her legal background 
and wide experience within the sector give her a unique insight 
into the problems that the sector faces, and the most applicable 
restructuring strategies.

Joanna Goodman is a freelance journalist, writer and editor 
covering business and professional services.

This enables lawyers and managers to request client billing 
and other management information without logging into 
multiple platforms. Much like Apple’s Siri or Amazon’s Alexa, 
Termi searches through the firm’s data repositories to find the 
requested information.

The rush to lawtech is not confined to legal service providers. 
This is all part of the legal sector’s digital transformation which is 
not confined to legal service providers. The judiciary is changing 
too, with the Government introducing a £1bn initiative to extend 
online courts to criminal offences, following Lord Justice Briggs’ 
2016 Civil Courts Structure review which included proposals for 
an online court for claims up to £25,000. 

The move towards digital justice and the impact of Brexit on 
legal practice – in terms of legislation and regulation, changes 
to particular practice areas, and firms’ international operations 
– is another complication in a rapidly changing industry and 
marketplace. Law firms and other legal service providers will 
need business agility to face the challenges, opportunities and 
responsibilities of an uncertain future. 


