THE RISE OF
LEGALTECH
INDUSTRY REPORT

LITIGATION FINANCE SECTOR

How technology and process design is creating newopportunities for solicitors,
non-legal firms & investors.

INTRODUCTION TO LEGALTECH

Insurance, trading, banking services,
risk management, consumer finance the impact of FinTech on financial
services has been immense.
We strongly believe that the legal services
sector will be where the next
major UK technology revolution takes place.

WHAT IS LEGALTECH?
LegalTech isn’t one single thing. it’s a collective term that describes many emerging technologies: any
software and systems being used within the legal services sector to streamline legal processes, improve
the information flows, or to deliver cost savings and consequently better value for money to consumers.
In recent years, Britain has seen an exponential rise in the number of compensation claims being filed in
connection with PPI, payday loans and other mis-sold financial products. This increase has significantly
impacted the workload of many British law firms, stretching solicitor caseloads almost to breaking point.
The legal industry is crying out for solutions that ease this burden, while from a consumer’s point of view,
operational efficiency is a prerequisite if people are to get the justice they deserve at a reasonable
price.
In this report, we take a look at how LegalTech is catalysing change in the UK’s litigation finance sector,
a rapidly expanding market where process streamlining can create enormous new areas of opportunity.

The global LegalTech market is
estimated to be worth $15.9 billion.
According to Thompson Reuters, 51%
of law firms and 60% of corporate legal
departments in the UK now use at least
one form of LegalTech service provider.

Technology has developed
at an incredible pace across every level of society. Despite its longstanding
history, the legal profession is no exception. Just as the financial services sector has been disrupted by
the emergence of software applications known as ‘FinTech’, the legal services profession is set for to be
revolutionised by the widespread implementation of LegalTech.
Due to deregulation in many areas of the legal services sector, such solutions can be offered by nonlegal firms, creating an entirely new market for for the provision of support and software services. There
are numerous reasons today’s law firms need to embrace the latest LegalTech solutions:
• To provide lawyers with the means to improve operational efficiency and effectiveness
• Provide better access to data and casework for both lawyer and client
• Allow for greater reliance on IT infrastructure and cyber security, particularly with regard to GDPR
• Improve customer service and offer better value for money within an expensive service industry
• To make legal services more accessible to a growing consumer market, with improved chances of
getting the justice they deserve

THE CURRENT STATE
OF THE UK
LEGAL SERVICES INDUSTRY

A MIGHTY BEHEMOTH?
A report from The Business Research Company shows that the global legal services market size is
expected to grow from around $850 billion in 2017 to $1 trillion in 2021, at a growth rate of almost 5%.
Within this, the English legal services market has enjoyed rapid expansion to become the largest in
Europe, with an estimated value of £32.7bn in 2017, an increase of 3.8% on the market value of the
previous year.
The English legal system is admired around the world. In fact, English Common Law is now the most
widespread in the world, affecting 30% of the global population. This is largely due to the UK legal
profession being long-established, with many highly respected companies operating internationally.
But British law firms face a number of challenges that are threatening to upset the status quo:
• ARCHAIC BUSINESS MODELS
Many law firms still employ traditional fee systems which are effective at generating profit for partners,
but suffer from inefficiency and inflexibility in the face of sharp spikes in demand.

• POOR CUSTOMER SERVICE
The customer experience suffers due to bottlenecks caused in part by the failure of law firms fail to
embrace new technology designed to make their jobs easier and speed up processes.

• LACK OF TRANSPARENCY
1 in 3 people in the UK do not feel solicitors provide good value for money; estimates for legal services
rarely reflect the final cost, mainly due to uncertainty on how long cases take to settle.

GROWING PRESSURE
FOR CHANGE

RISING CONSUMER DEMAND
One of the biggest pressures on the English legal services sector is an exponential and well-documented
upsurge in compensation claims.
The emergence of the ‘no win, no fee’ legal culture has given rise to a new breed of cost-conscious legal
consumer with high service expectations.
CHANGING SOLICITOR ATTITUDES
Although many firms continue to resist modernisation (the Bellwether Report 2018 showed that 40% of
solicitors saw no need to change), an increasing number of firms are embracing LegalTech solutions. This
is mainly due to the influx of younger tech-adept lawyers entering the arena ready to embrace all
the benefits legaltech offers, including:
• A mobile-centric way of life, where there is flexibility to work remotely
• Real time communication via email, WhatsApp and other IM or text services
• Improved productivity and an openess towards out-of-hours business
A BRUTAL REGULATORY REGIME AND THE RISING COST OF LITIGATION
The onerous reporting and compliance requirements of regulation have led to increases in the cost of
litigation, the impact of which is compounded by the Lord Justice Jackson reforms which impact on
how litigation is funded and how costs are dealt with, while the Legal Aid, Sentencing & Punishment of
Offender Act 2012 (LAPSO), removes financial aid for most cases involving housing, medical negligence,
employment, debt and immigration.
STRUCTURE OF SOLICITOR WORKLOAD
According to RBS – A perspective on the Legal Market, April 2014, only 5% of a lawyer’s total workload
requires a legal qualification. Perpetuating the archaic model of regulated solicitors carrying out such
activities is unlikely to help any drive for greater value and transparency for consumers.

CONSUMER
LITIGATION

The market size of UK consumer litigation
has expanded significantly in recent years. Areas covered by this field include the following civil matters:
• Mis-selling (face-to-face or remote)
• Unpaid bills and invoices
• Unfulfilled contract terms
• Landlord & tenant problems
• Infringement of IP rights
• Construction-related claims
• Liabilities of insurers
• Shipping & defective products
• Media & entertainment industry wrangles
Many civil disputes are settled by negotiation, but if not, they are typically concluded either by court
proceedings or an alternative form of dispute resolution, such as arbitration or mediation:
• Arbitration is basically a hearing in a private court and is the most common method in commercial
contracts
• Mediation involves structured negotiations between the parties, overseen by an independent professional
MORE MIS-SELLING MISERY?
There are numerous areas of consumer litigation that could involve a large volume of cases with an extremely high chance of success based on precendent in Supreme court judgements:
• Intellectual property: royalty fee collection or copyright enforcement for unauthorised bre-aches
• Payday loans: approval of loans without appropriate checks on affordability for the client
• Bank accounts: pre-packaged account fees charged without any cost transparency for consumers
• Consumer claims: products sold with exaggerated claims (solar panels, timeshare, holiday clubs)
• Investments: financial products sold contrary to FCA suitability and fee transparency guidelines

SCALE OF THE PPI SCANDAL
The payment protection
insurance scandal dates
back to the 1990s and has
hit every big UK lender.

According to media reports, the cost
to the British banks hit £50bn in September 2019, after Lloyds Banking Group
and Barclays revealed billions of pounds of extra charges from a deluge of last-minute compensation
claims.
Lloyds warned it would have to set aside an additional £1.2bn-£1.8bn Barclays said it would have to pay
an extra £1.2bn-£1.6bn.
The fresh charge, which takes the total Lloyds has set aside for PPI to almost £22bn, prompted the bank
to suspend its £1.75bn share buyback programme for the rest of the year. ű
In August 2019, Lloyds received between 600,000 and 800,000 “information requests” from potential PPI
victims per week, far exceeding the 70,000 a week it was receiving at the start of the year.
Legaltech offers a solution to the spike in “information requests” and the increased workload resulting
from mis-selling scandals.

NO WIN, NO FEE LITIGATION FINANCE
PPI saw the rapid emergence of firms offering “no win, no fee” representation, with millions of
claimants afforded access to legal representation with no up-front costs - had this model not
existed, many consumers would not have been able to pursue their rightful claims.
Litigation finance is where an outside party funds the case in return for a portion of the damages
if successful.
This type of investment is increasingly attractive to fund managers and investors because it
is seen as a type of non-correlated investment class that offers the prospect of doubledigit
returns at a time when other asset classes are underperforming.
Major investors such as Juridica Investments, Bentham Capital, Burford Finance and Parabellum
Capital have injected huge sums of capital into the sector in recent years.

SPOTLIGHT
ON

Lawthority is a LegalTech business
that specialises in the use of technology to improve process design,
enhance operational efficiency and reduce cost overheads in the area of litigation case management.
The business has created a unique offering that will provide an end to end software and process ecosystem
that facilitates improved visibility, tighter cost control and real-time monitoring of every aspect of the
case.
This ecosystem incorporates elements of process design, clerical task delegation, cost structuring,
proprietary software systems, communication management and customer experience optimisation.
The company is focused on developing two parts of its business in parallel:
CASE MANAGEMENT
Providing operational support services to solicitors,
barristers and claims management companies
(allowing firms to streamline costs by using
appropriately priced resources for elements of the
workload that do not require a legal qualification).
LITIGATION CLAIMS
Directly sourcing and managing consumer litigation
cases in areas of law where there is an opportunity
to leverage process efficiency to pursue a portfolio
of cases where there is a high chance of damages,
but where the claim value may be prohibitively low
for the majority of legal firms to pursue directly.

A BALANCED APPROACH
TO CASE PORTFOLIO
DEVELOPMENT

Lawthority efficiently generates
and executes cases, while managing risk in the following ways:
• Carefully defining the processes for approving cases
• Rigorously applying metrics-based assessments to client and case acquisition
• Implementing transparency with software to enable performance monitoring for enhanced efficiency
• Improving visibility for stakeholders and enabling better communication between parties
• Creating a balanced pool of different case types across multiple areas of litigation
• Investing in a large number of cases with different risk profiles for mitigation
• Working with Solicitors Regulation Authority (SRA) regulated law firms
• Providing After the Event (ATE) insurance from a regulated broker to insure adverse costs & disbursements
• Working in areas of law with established precedent to minimize complexity

CASE MANAGEMENT

Lawthority offers a complete and comprehensive
case management service, focused on paralegaland claim support work within the litigation process.
This stretches all the way from client recruitment (design & implementation of marketing strategies) to
the implementation of case management systems (administration, record keeping, invoicing etc).
But what are the advantages of outsourcing?
PROCESS AUTOMATION
One of the biggest attractions of the solution is the provision of software technology that automates
repetitive or clerical areas of the business.
Leveraging automation to set up scheduled meetings, queue tasks, manage document and even take
care of billing, can reduce the time that lawyers otherwise have to spend spend on these duties.
Aside from freeing time, it can also reduce the cost that a law firm would pay if they hire an assistant or
office manager to carry out these admin tasks.

Lawthority is able to provide
this kind of outsourced case management service to solicitor firms,
direct access barristers, expert consultants and consumer claims management
companies.

It is fair to ask whether
a firm offering this kind
of solution is a friend
or foe to solicitors.
Undoubtedly, the answer
isthat Legal Tech firms
can bea great ally
of solicitor firms!

Non-legal firms will never
replace the professional expertise of skilled lawyers. Instead, they can allow
lawyers to focus on their areas of strength, hone their skills further and reduce their administrative
workload.
BETTER CUSTOMER COMMUNICATION
In a world where customer reviews, public relations and online hold so much sway, it’s critical for a law
firm or lawyer to keep their clients happy.
Even if they provide the best legal work in their area, customers must be satisfied with the overall service
that they receive if there is to be repeat business.
Communication plays a big part in this - automated email updates keep clients informed and engaged
more quickly and efficiently, improving satisfaction.
REAL-TIME DIGITAL RESEARCH TOOLS
Although lawyers have adapted to the Internet and have added it to their research methods, many
lawyers still use print products regularly.
Some of these print products can take a while to be updated, and as the law changes constantly, it’s
best to use an online legal research platform that helps lawyers stay up to date, providing them with
updated knowledge that is unavailable in hard copy.
ELECTRONIC ADMINISTRATION
British courts have utilized electronic court filing for a number of years and many believe there will come
a time when it becomes mandatory.
To help ease into this transition, lawyers and law firms will need to start utilizing litigation support
software, if they haven’t already.
Litigation support software aims to assist lawyers in the process of litigation and document review and is
an aspect of legaltech that improves productivity – and reduces costs - significantly.

LITIGATION CLAIMS
Targeting the low cost consumer
claims market

Lawthority is set up to directly source
and manage cases in certain areas including Plevin, PPI, packaged
bank accounts, investment mis-selling, as well as as breach of landlord housing repair obligations.
Cases can be acquired directly from law firms and claims management companies through automated
portal access, as well as from direct marketing efforts that target new sources of potential business.
Once a case is live in the portal, the flow of essential information comes directly to the sytem from the
consumer, enabling Lawthority to effectively “match” them with an appropriate law firm for representation.
Consumers only pay a fee to the solicitor when the case is settled and this will be a completely transparent
sum.
The company will fund some cases directly, but will also use external sources of capital where necessary
to scale.

Lawthority uses After the Event (ATE)
insurance to mitigate against potential losses, as well as the cost of
disbursements and court fees.

HOW LITIGATION CASES
ARE SELECTED

Lawthority will fund cases after
a viability assessment examining the following factors:
• Liability: cases where blame is pre-established by a strong precedent
• Quantum: when damages are quantifiable, with a target sum of £7,500
• Limitation: still within a permitted timeframe in which to pursue damages
This approach means that while there is a relatively low risk of losing cases, it is essential to be able to
efficiently process and administer the claim in order for the activity to be commercially viable.
COMPETITIVE COST ADVANTAGE
Rules on proportionality mean legal fees must be appropriate to the amount likely to be recovered,
making low claims easier to pursue where there are significant economies of scale.
Firms driven by operational process efficiency therefore have an automatic advantage.
WIDE PORTFOLIO DIVERSIFICATION
Pursuing a model where each case costs a relatively small amount to run means that a large number of
different case types can be handled with a balanced risk vs reward profile.
Occasional losses can be easily absorbed by cashflows with no serious cashflow impact.

FAST INTERNAL CAPITAL RECYCLING
Because there is precedent in all the cases that will be pursued, the settlement time is likely to be
relatively short, meaning capital can be re-employed quickly within the business cycle.
This allows the business to trade off relatively small claims margins, repeated many times.

CONCLUSIONS
A MARKET SET FOR EXPANSION
When a sector or a whole industry is disrupted, it is
generally the case that everyone is forced to either fall
in line or go out of business.
Perhaps the most famous disruption we’ve experienced
in our lifetime is the introduction of the internet. Life
has simply never been the same since the answer
to everything became instantly within the reach of
everyone with a connection. These days, if you have a
business you have a website right? The internet is now
so integral to our lifestyle, we even use it to socialize or
find a romantic partner!
The legal profession faces enormous disruption right
now, mostly due to the exponential increase in consumer
claims. Since the Consumer Rights Act 2015, consumers
have more guarantees of receiving value for money than
ever before, with the ability to take people to court if
we don’t get what we’ve paid for or have been duped
in some way.
This is fantastic news for consumers across Britain of
course, but represents a major headache to law firms
that are still steeped in tradition. Lawthority provides
law firms with a one-stop LegalTech solution that not
only absorbs administrative processes but also helps
law firms to grow by sourcing and pursuing previously
nonviable cases. The service provision is designed to
enhance the services solicitors provide consumers, while
delivering better value for money.
The LegalTech sector is at the base of a very steep
growth curve, making it the perfect time for investment.
Legal precedents in the area of consumer litigation are
continually being set, opening the doors even wider for
more claims to be made. Lawthority is perfectly placed
to harness growth in the legal services market with an
easily scalable solution that delivers on all levels.
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