The legal landscape is evolving:
uncovering the expectations,
opportunities and emerging
entrepreneurial spirit of
iIndependent lawyers and sole
practitioners on the front line.
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About LexisNexis

Over the past 200 years, LexisNexis
has combined a deep understanding
of the legal profession with technology
innovation to help practitioners

work more productively, advise with
confidence and better manage

their businesses.

Forindependent legal professionals,
smaller law firms and sole practitioners,
LexisNexis covers over 25 specialist
areas of law, with online products,
priced and tailored to suit your
business needs. To find out more,

visit www.lexisnexis.co.uk or call
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Implementing change 0845 520 1144 quoting 19555
Management summary
Business
Appendix
Law Tools Support
Authoritative answers Unprecedented support Practice success,
and essential updates from integrated tools, underpinned by tailored
from leading titles such as with pinpoint accuracy training, compliance
Butterworths and Tolley. to maximize your time. and business guidance.
- Case Law « Precedents - CPD
- Legislation - Practice Notes - Practice Management
- Legal Developments - Drafting Tools « Practice Compliance
- Commentary - Forms - Market Trends
- Magazines & Journals « Checklists - Legal Blogs
Independent lawyers and sole practitioners are under siege. With numerous
regulatory and business challenges, who has the time to actually practice law?
Visit the Business of Law Blog where you will find expert commentary and
aforum to exchange knowledge with other lawyers — to give your business
the competitive advantage. This blog is packed with information, videos,
downloads and free content to help you thrive.
Sign up and receive free updates on compliance,
marketing and business strategy, useful tools and
invitations to exclusive events.
www.lexisnexis.co.uk/business-of-law
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Introduction

It's a brave new world for independent lawyers and
sole practitioners.

The face of independent law is evolving. Navigating powerful
competition and regulatory upheaval with agility, four out of five
firms now consider themselves stable or growing. Practitioners are
emerging business-savvy, resilient and fiercely independent, with
more confidence in the future of their practice than ever before.

Rising above the pack, a new breed of entrepreneurial lawyers
are embracing the emerging opportunities — and achieving
impressive results.

Thisreportis the latest in a series commissioned by LexisNexis
into the changing legal landscape. It focuses on independent
lawyers, smaller law firms and sole practitioners, and the extent to
which they are rising to meet the industry, economic and business
challenges outlined in last year’s paper — Survive or Thrive.

From 170 interviews, this report builds on our annual research
into the current concerns and aspirations of independent lawyers.

One year on from the major shake-up caused by the new compliance

regulation and Jackson reforms, we outline how the process of
thriving has begun in earnest, and identify new working practices,
increased optimism and the emergence of a new breed

of entrepreneurial lawyers.
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Executive summary

How are independent lawyers and sole practitioners faring

in the evolving legal business environment? These are the

Implementing change results of 170 interviews.
Management summary . . .
Increasmg confidence Appetlte for change
Appendix
1in 4 independent legal practitioners Despite 60% having a big city / mid-tier
are feeling very confident about the background, only 7% of our respondents
future of their practice, almost twice would dream of swapping their
as many as 2013. Firms are more independence for a larger firm.
certain about economic stability, % of sole practitioners have selected
and are taking proactive steps to this career as an active lifestyle decision.
future-proof their business. Independent firms recognise they
can never stand still: over % feel that
Performance and g°a|s their firm'’s culture is one of “actively
Business is booming, at a similar rate embracing change”
to last year - 82% of firms describe There's life beyond the law: (68%)
themselves as either in growth enjoy managing the business side of
(42%) or stable (40%). their role - almost as many as those
Growth is higher (55%) amongst who say they get areal buzz out of
an emerging breed of dynamic practicing the law (66%).
entrepreneurial lawyers with top
tier pedigree.
Smart use of technology, marketing
and networking - the holy trinity -
respondents are resolved to focus
on building their business.
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Key challenges

Independent lawyers have a lot on
their plate. Compliance remains their
top concern, a significant challenge
for 78% of respondents. Tailing

closely behind is the attracting of new
business (75%) and keeping up to date
with industry changes / processes and
systems (71%).

One particularly worrying trend is the
lack of exit strategies in place: even
amongst the ages 50-60,

only 1in 4 have plansin place.

It's become ever more difficult and
expensive to obtain Professional
Indemnity Insurance. 1in 3 have
experienced an increase this year, by
awhopping average of 20% - hitting
already tight margins hard.
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Rise of the entrepreneur

There’s an emerging group of dynamic
entrepreneurial lawyers - networked,
innovative, often niche specialists -
they’ve set up their business to compete
directly with major industry players.

Implementing change

Independent lawyers have
implemented two major changes to
their firmin the last year. Investing in
growth, the top three changes made
are processes and technology, web

development and increased networking.

Many firms are exploring alternative
ways of doing business. 1in 3 firms
might consider a future merger, over
half are registered as a limited liability
company, but the jury’s still very much
out on ‘virtual firms’ or achieving
Alternative Business Structure

(ABS) status.
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Increasing confidence

How are lawyers feeling about the future of their business?

Bellwether 2014

61%
26% QUITE CONFIDENT
VERY CONFIDENT

4%
NOT AT ALL
CONFIDENT

9%

Bellwether 2013

69%
14% QUITE CONFIDENT
VERY CONFIDENT

4%
NOT AT ALL
CONFIDENT

9%

NOT VERY CONFIDENT

NOT VERY CONFIDENT
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Increasing confidence

Poised for success This positive stance, coupled with
business innovation and the agility

offered by their size suggests that
independent firms have a vital role

to play in the future of the profession.
As one lawyer predicted: “There will
only be two types of law firm left,

The last few years have undoubtedly
been tough for independent lawyers,
smaller law firms and sole practitioners,
soit's encouraging that our respondents
are seeing the glimmer of light at the

end of the tunnel. . .

massive ones and tiny niche ones
Overall, there is a significant like ourselves. | don’t mind working
improvement in confidence levels. hard for this, as long as the rewards

1in 4 now describe themselves as very are still there.”
confident about the future of their
practice, almost twice as many asin
2013, with only 13% viewing the future
in a more cautious light.

This renewed confidence is partly
attributable to economic factors,
with just under % believing that the
country is coming out of recession.
As aresult, economic uncertainty has
dropped from 5th to 8th place in the
hierarchy of significant concerns, and

worries about “less work available due n ow d escri be

to the economy” have also fallen back

afew places. themselves as
Focus on the future ve ry CO nfident

Increased optimismis also allied, we

believe, to the many firms’ efforts to about the

future-proof their businesses. °
Although there are plenty of challenges fUtu re Of t hel r

yet to be faced, many of those we °

spoke to feel they're taking proactive p ra Ctl Ce, a | m OSt

steps to secure their future. “Let’'s do

[ ]
it now and be masters of our own fate” tWICG aS ma n\/
was the way one lawyer described °
their approach. aS ln 2013.
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Business challenges. How significant are each of these
challenges and threats to your current business?

O, O, O, O,
78% 72% 66% 60%
DEMANDS OF NEW KEEPING UP TO DATE CHANGES IN PRACTICE AREA BEING ABLE TORETIRE
COMPLIANCE REGULATIONS WITH INDUSTRY CHANGES SPECIFIC LEGISLATION WHEN PLANNED
O, O, [+ O,
76% 72% 61% 59%
ATTRACTING NEW KEEPING PRACTICES/ RETAINING CLIENTS/ CONTINUING ECONOMIC

BUSINESS SYSTEMS UP TO DATE LESS CLIENT LOYALTY UNCERTAINTY

|

31% 37% 45% 40% 36% 29% 33% 34%
47% 39% 27% 32% 30% 32% 27% 25%
A VERY SIGNIFICANT A QUITE SIGNIFICANT A AT ALL SIGNIFICANT
6° LexisNexis | [ | % | Subscribetoday: BusinessoflawBlog 5

The Future of Law, Since 1818 For independent lawyers


http://www.lexisnexis.co.uk/business-of-law
http://www.lexisnexis.co.uk/en-uk/home.page
http://www.lexisnexis.co.uk/business-of-law
https://www.linkedin.com/company/2204
https://twitter.com/BusinessofLawB

LexisNexis
Bellwether Report 2014 | Brave New World

Increasing confidence

Current views. How much do you agree or disagree with
each of the following statements made by other solicitors?

AGREE STRONGLY *

(]
AGREE SLIGHTLY *

TV LV 334DV
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42%

of firms are growing

40%

of firms are stable

Performance and goals

Compared to the performance of your practice 3-4 years
ago how is business at the moment?

Bellwether 2014

Bellwether 2013

42% GROWING

39% GROWING

40% STABLE

44% STABLE

12% DECLINING

13% DECLINING

6% DON'T KNOW

@ LexisNexis

The Future of Law. Since 1818

M | % | Subscribetoday: BusinessoflawBlog

Forindependent lawyers


http://www.lexisnexis.co.uk/business-of-law
http://www.lexisnexis.co.uk/en-uk/home.page
http://www.lexisnexis.co.uk/business-of-law
https://www.linkedin.com/company/2204
https://twitter.com/BusinessofLawB

Growth or stability

Whilst increasing optimism certainly
bodes well for the future of the sector,
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A successful new breed
of entrepreneur

LexisNexis
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Rise of the entrepreneur

This year, we've identified one particular Implementing change
not all firms have yet turned a corner, group of dynamic independent lawyers
and some are still in recovery mode. who are really shaking things up: 55% M SR
Performance patterns are similar, year ~ of which are experiencing growth (13% Appendix
on year, with almost equal numbers more than the average respondent).
describing themselves as being in This improved performance may
growth (42%) or stable (40%). Fortunes well be correlated with these shared
are still quite mixed, with descriptions characteristics:
of trading conditions ranging from
“patchy and unpredictable” to “a slow * pastexperience of workingin a top
and steady improvement” to “buoyant”. or mid-tier law firm
This lack of movement, year on e those who are operating as a limited
year is also mirrored in five year liability concern
performance projections. Just over e those who claim to have an
52% are projecting growth - a similar entrepreneurial mind-set
percentage to 2013, however this rises
to 65%+ amongst key pockets such as We'll explore these characteristics
entrepreneurs and younger lawyers. in more detail later in this report.
FORTRTRTRY
[ ]
of independent lawyers
[ J [ J

are experiencing growth.
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Performance and goals

Current practice performance. Compared to your
practice 3-4 years ago would you say that business is...?

Bellwether 2014

40%
STABLE

12%
DECLINING 42%

GROWING

6%
DON'T KNOW

Bellwether 2013

44%
STABLE
13%
DECLINING 39%

GROWING

4%
DON'T KNOW
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5year practice plan. In the next five years or so, is the Appetite for change
plan for the practice to grow, to trade at a similar level,
downsize or close?

Key challenges

Rise of the entrepreneur
Implementing change
Management summary

Appendix

Bellwether 2014

52%
GROWTH

29%
STABILITY

9%
DOWNSIZE

10%
CLOSE/RETIRE
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Smarter use of technology.
Making the most of developments
to both improve office efficiency
and reach out to new audiences -
though there is still headway to

be made here.

Networking. Interestingly,

though networking is high on

the agenda, emphasis on social
media is comparatively low. Do our
independent practitioners feel that
social media can have a tangible
impact? Or is there simply no time
to invest? “l am not convinced
aboutit. I don’t know how to make
it work for us” is a typical response.

Marketing. 38% see marketing as
very important to growing their
business. Interestingly, less than
1in10 currently outsource this

- which may be partly explained
by the belief that, as the firm'’s
figurehead, the principals
themselves feel best placed to
market themselves: “l have had so
much experience of selling myself
that 1 don’t need anyone else to
sellme. The best person to sellme
isme!”

Three steps to building business

Regardless of whether their current position is stable or
growing, lawyers are united in the belief that three areas
will be particularly crucial in building their business.

5%
(o
of lawyers see networking

as the most significant factor
in growing their business.

Watch: learn how TravLaw use
technology & social media to build
their business.
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Building the business. How important do you think each of Key challenges
the following will be in helping to build/grow your business? Rise of the entrepreneur

And which will be the mostimportant? Implementing change

Management summary

AT ALL IMPORTANT Appendix

78% 73% 69% 51% 51% a47% 46%

MOST IMPORTANT
16% 25% 20% 7% 4% 1% 6%

47% 35% 31% 32% 33% 25% 27%

J

- QUITE IMPORTANT
]

VERY IMPORTANT
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Appetite for change

How adaptable is this sector of the market?

This sector is already well-versed in making major decisions,

both about their working lifestyle and about how they wish

to service clients/treat staff. It's no surprise that most

have now begun to embrace change in earnest.

A narrow slice out
of a big firm

There appears to be areal
determination to make change
happen, as there is no welcome
alternative. Over 60% had previously
worked in big city/mid-tier law firms

so are well aware of their downsides.
Though they are happy to use this city
expertise in marketing themselves,
this doesn’t mean that they hanker
after the lifestyle or ethos of larger
firms, as they feel they can do better.
“We are a narrow slice out of a big firm”,
was how one lawyer described their
positioning, “In terms of how we treat
our staff and what we offer to them, it is
deliberately better than what a big firm
offers. We have a moral approach to
the business... old fashioned values”.

As such, only 7% claimed they would
rather work for a larger firm, where
they run the risk of being seen as “just
areplaceable commodity”. Thisis
particularly the case amongst sole
practitioners, ¥ of whom had made

an active lifestyle decision to pursue

a solo career, and were very unwilling
to relinquish their independence and
flexibility as we found in the last report.
“I like being on my own. | like being my
own boss. | am totally in charge of my
life and what | do. | don't have to answer
to anybody”.

68%

LexisNexis

Introduction

Executive summary
Increasing confidence
Performance and goals
Key challenges

Rise of the entrepreneur
Implementing change
Management summary

Appendix

Watch: could ‘independent’ be the
way the industry is heading?

Click here to hear Eve King from
Obelisk’s thoughts.
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Previous experience. Which of these sizes of firm
have you worked for in the past, before working in
your current role?

56%

SMALL/SOLO

Appetite for change

TOPTIEROR

MID TIER — 74%

MID TIER

48%

TOPTIER 26%

IN-HOUSE 14%

L]

Reasons for working as a sole practitioner. Which
of these best describes why you decided to work
as asole practitioner?

CIRCUMSTANCES ~ 579
(1.E. REDUNDANCY) M 6
DESIRE TO RUN - . ]
DISSATISFACTION LARGER ~ 18% 5
COMPANY ETHOS/FEES - ° 9 g
o4
25
PLANNED R .
CAREER MOVE @ 13%

Specialists 3 x more likely to have
worked in top tier firms (33% vs 13% non-specialists)

Growing firms 2 x more likely to have
worked in top tier firms (37% vs 18% stable)

Entrepreneurs 2 x more likely to have
worked in top tier firms (36% vs 16% non-entrepreneurs)
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Size matters

Beingin control as an independent
lawyer enables many firms to operate
in a niche area of their own choosing,
providing high calibre, boutique

style service to their clientsin

direct competition to top tier firms.
Though this can be a potential ‘win-
win’ situation as far as clients are
concerned, it can be frustrating when
blue chip clients are blinkered about
size when it comes to choosing a law
firm. There would appear to be an
industry need to promote and update
the image of the small, independent
sector, as this could potentially be
curtailing its progress.

Embracing change

In asea of change, torise above the
competition, or even to stay afloat, it's
crucial thatindependent lawyers stay
quick on their feet. It's encouraging to
see thatjust over two thirds feel that
their firm'’s culture is one of “actively
embracing change”. Furthermore, three
quarters recognise the importance

of “not standing still”, and of “evolving/
upping their game” to satisfy an
increasingly demanding and less

loyal clientele.

Indeed, we've noted across our
research a stark shift towards the view
that “change is exciting” and “with
change comes opportunity”.

Bellwether Report 2014 | Brave New World

The 'new generation’ lawyers selected
for our in-depth interviews were very
articulate on the scale of this: “It needs
awhole cultural re-shift, not alip
service shift. You thrive when you are
challenged and given opportunities”.
They felt that traditional mind-sets
were the key barrier to progress,
including the belief that success is
almost a right. “You have to appreciate
that actually no-one owes you a living,
having to earn a certain amount of
money. You need to get your head
round that and see things are changing,
are different”.

The practice vs
the business of law

Forsome, there is a life beyond the law.
Our study has revealed that just as many
get a kick from managing their legal
business as enjoy the practice of law.

This delicate balancing act of running
anindependent legal firm has been
embraced in a variety of ways (more
on this later in the report). Some of our
‘new generation’ lawyers have moved
entirely to managementroles: “I love
doing the law, love the whole technical
side of it, but | also like running my

own business, being totally in control
of it”. This suggests that the areas in
which our independent legal firms may
require support are now broader than
ever, and possibly their requirement
for different types of support network
even stronger.
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My biggest wish
would be that
clients could
actually see that
you don't need
an all-singing all-
dancing firmto
get somebody
to do apiece

of work. Small
iIndependent
lawyers are just
as good asthe
people who sitin
the big firms.
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Appetite for change

IT'S MUCH HARDER TO MAKE A GOOD LIVING OUT OF LAW | 52% *ﬁf@@***’fffﬂﬁf 24%.76%. 70%

Current views. How much do you agree or disagree
with each of the following statements made by
other solicitors?

>> >
° ° a0 —AOn,
AGREE STRONGLY * AGREE SLIGHTLY * 2R 280
—m mw
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Key challenges

Key challenges

What are the biggest hurdles to overcome?

Though the economy is easing and firms have had time to
acclimatise to the demands of new compliance regulations,
lawyers still have a multitude of challenges on their plate. As
we found last year, regulatory demands are onerous and are
still eating into client serving time.

Complianceremains
top concern

In overall terms, the top challenges
have remained broadly consistent
year on year. Compliance still tops the
list as a significant challenge for 78%,
in ayear with constant background
communication from the SRA

Watch: compliance still tops the list
as a significant challenge, click here
maintaining the threat of non- to find out how you can overcome
compliance. This is closely followed this hurdle.

by attracting new business (75%),
though this has decreased slightly
year on year. The third main concern
for our increasingly time-poor
independent lawyers is ensuring
that they are keeping up to date

with industry changes/processes
and systems (71%).

‘ ‘ | have to apply a lot of my time to regulations.
Alot of my fee earning time is spent on that.
Keeping up with regulatory changes, making
sure we review our procedures on a regular
basis, ensure we have registers in place. , ,
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Business challenges. How significant are each of these Key challenges
to your current business?

O, O, O, O,

53% 46% 38% 20%

LESS WORK AVAILABLE BEING RETAINED ON INCREASED DIFFICULTY IN BAD DEBTS

DUE TO ECONOMY MORTGAGE PANELSETC GETTING PIINSURANCE
O, O, O, O,
50% 44% 38% 20%

MAKING TIME TO IDENTIFYING NEW AREAS RETAINING CLIENTS/ REDUCTION IN PUBLIC
NETWORK/ADAPT FORDIVERSIFICATION LESS CLIENT LOYALTY FUNDING/LEGAL AID

|

24%

14% 10%

A VERY SIGNIFICANT A QUITE SIGNIFICANT A AT ALL SIGNIFICANT
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Key challenges Building the business. How significant are each of these
to your current business?

AT ALL SIGNIFICANT

78%  75% @ M% 7%  66%  61% = 60% = 60%

47%  39% = 27% 32%  30% = 32%  27%  25%

i MEEEED

VERY SIGNIFICANT -
QUITE SIGNIFICANT -
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Business challenges

How significant are each of these to your current business?

Exit strategy

Unfortunately for those in the more
experienced generation, one of

the casualties of the recession has
been that exit plans have had to be
put on hold. 60% consider this to

be a significant challenge, and itis
symptomatic that even amongst the
50-60 year old lawyers interviewed,
only 1in 4 had plansin place, whereas
the majority were only at the stage of
considering their options.

Though the prevailing view is that

“you should always be thinking of
succession planning” the reality is that
“because of Plinsurance people can’t
afford to retire”.

LexisNexis
Bellwether Report 2014 | Brave New World

Key challenges

Poised for success

In response to findings in earlier
interviews, we extended the list of
concerns measured to explore exit
strategy and Professional Indemnity
(Pl insurance - both of which
emerged as substantial concerns.

‘ ‘ When it comes to retirement, it is much easier
to sell alimited company than try and sell just
the goodwill of a sole practitioner. We are both in
our 50s so are looking to retire in another 10 years.
So we need things in place for the long term. It is
easier to expand as a limited company. , ,

Exit strategy. Have you got your exit plans already in place?

 TOTAL
%

NOTTHOUGHT%
ABOUT =

<40 AGE

 41-50AGE  51-60AGE  60+AGE
%%

%

Watch: there are many challenges
associated with not having an exit
strategy, have you considered all of
them? Click here to find out more.
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Key challenges

Professional indemnity
insurance

When it comes to PI, almost 40%
agreed that getting insurance was
increasingly difficult, which is a worry
thatis not restricted to renewal time.
“We were lucky to getinsurance. They
look at an ABS firm and say we don't
know what the hell that is.

‘ ‘ There is hostility towards the smaller firm, that
gives me sleepless nights when it comes up
for renewal. | am very much at the mercy of
Insurance companies. | hear anecdotally they
are anti-smaller companies. , ,

Has your Pl premium gone up this year?

34%
INCREASED

DON'T KNOW

14%

52%
NOT INCREASED

We have only had our insurance for 5-6
weeks but already | am worried for next
year”. And the cost of Pl is also rising
steeply. 1in 3 lawyers experienced a

Pl premium increase this year, with

a staggering average hike of 20%,

and 15% have been forced to change
insurers against their will. These
worrying figures look set to continue to
plague independent legal practitioners,
unless we see a significant shake-up in
the approach of the insurance industry
towards smaller firms.
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Plinsurance increase. By approximately what proportion Key challenges
has your premium increased?

>50%
INCREASE

10 -19%
INCREASE
Average
increase 20 - 49%

INCREASE

20%

<10%
INCREASE

APPLICATION

REFUSED
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Rise of the entrepreneur

Bellwether Report 2014 | Brave New World

What are the characteristics of this growing breed?

Rising above the pack, a new breed of entrepreneurial lawyer
Is embracing the emerging opportunities in the market — and

achieving impressive results.

Where this year’s Bellwether Report
has identified a general upswing

in business confidence amongst
independent legal firms, there are
pockets where performance runs
atan even higher level.

Looking at the demographic profile,
background, and mind-set of our
respondents, the research has identified
agroup of dynamic independent lawyers
who are really shaking things up.

These entrepreneurs are networked,
dynamic and ambitious. Often niche
specialists with superb credentials,
they’ve set up their businesses to
compete directly with the majorindustry
players, and they're frequently winning

55% of entrepreneurs are currently

experiencing growth.

(13% more than the average respondent.)

68% of entrepreneurs are projecting growth

for the next 5 years.

(13% more than the average respondent.)

due to their agility and top-class
customer service. Always thinking at
least one step ahead, they're utilising
every tool at their disposal to hone
their competitive edge - from strategic
partnerships and gaining ABS status,

to outsourcing for increased efficiency,
to harnessing the latest technologies
to run their firm and connect with

new clients.

EXPERIENCING GROWTH
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PROJECTING GROWTH
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‘ ‘ If you make clients

feel important you
are halfway there.
| have been hugely
influenced by the

hospitality industry.

Lawyers have been
trained to feel they
are superior to

everyone else, but
that is not the right
attitude in this day

and age.,,

The hallmarks of this new category of lawyers

are consistent:

Clear view
of their
strategic
goals

Passion for
business
management

Greater
likelihood Entrepreneurial
tobe mind-set
specialising

Outward
looking stance - Higher
tootherindustries level of
for best practice outsourcing
ideas

Keenness
toimplement
change

Appreciation
of the importance
of technology

Higher level
of top tier
experience
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‘ ‘ To be a good solicitoris
not good enough anymore. , ,

We're not suggesting those not sitting
under this entrepreneurial label arein
decline, or not doing a great job, doing
what they do best - the law. But the
research certainly indicates an overall
shiftin the independent legal industry,
andisin all likelihood set to continue.
In order to thrive, many practitioners are
taking on an increasingly business-like
mind-set that lifts them from purely
dispensing legal advice. Andin atime
of sweeping industry change, we'd be
willing to bet that these are the ones
best set to weather the storm.

For many it starts with small steps -
and needs to begin by taking breathing
space to analyse the direction of their
practice. Stepping back is challenging
when the pressure of client work calls,
butis vitally important to take time

to build up a strategic plan for future
growth, or even stability. Resources
are widely available, such as on the
Business of Law Blog, to support
practitioners in identifying and
categorising target clients, developing
amarketing plan and new ideas for
business development.

And in a constantly shifting legal
landscape, who wouldn’t want to
give themselves the best possible
chance of success? We'll find out
more in the next chapter, about the
types of changes that independent
lawyers are making, to generate growth
and future-proof their firms.

Watch: a robust and varied
approach is needed to grow your
business. Click here to discover how
TravLaw have combined ideas to
great success.
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‘ ‘ | am attracted to an opportunity if it coincides
with my business getting bigger, and it going the
way | want it to. | don’t have a huge passion for
giving legal advice. | doitand | do it well. , ,

Rise of the entrepreneur

[ ] o
Who are the entrepreneurs? ? *
AVERAGE
ENTREPRENEUR RESPONDENT TOTAL

TRADITIONAL
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Implementing
change
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Implementing change

What changes have been taken, and which
are still in the pipeline?

Savvy independent lawyers recognise they can't afford to
rest on their laurels, and are making significant investments
Implementing change for the future of their practice. On average, our respondents
have implemented two major changes across the course

of the last year, that impact the way that they do business.
Our entrepreneurial lawyers are twice as likely than
non-entrepreneurs to have made three or more changes.

The number of major changes
independent lawyers have made
to their business in the last year
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Investing in growth is clearly a priority, networking. The next most significant
as indicated by the top three changes changes look atimproving business
made: processes and technology, processes - staffing and reviewing
web development and increased information sources.

Implementing change. Which of the following changes
have you...

- IMPLEMENTED LAST YEAR - PLANNED NEXT YEAR

INCREASED INVESTMENT IN
PROCESSES/TECHNOLOGY

WEBSITE
DEVELOPMENT

INCREASING
NETWORKING

TAKING ON
MORE STAFF

REVIEW OF
INFORMATION SOURCES

INCREASED INVESTMENT
IN MARKETING

MERGING WITH
ANOTHER PRACTICE

BECOMING A LIMITED LIABILITY
PARTNERSHIP/COMPANY

OUTSOURCING (MARKETING/
ADMINISTRATION/COMPLIANCE)

TAKING OVER ANOTHER
LEGAL PRACTICE

JOINING UMBRELLA
ORGANISATION/CONSORTIUM

OUTSOURCING SERVICES TO
ANOTHER LEGAL PRACTICE

APPLYING FOR
ABS STATUS

TAKING ON ANON-LEGAL
BUSINESS PARTNER

MERGING WITHA
NON-LEGAL BUSINESS

34%

39%

30%

18%

19%

14%

2%

12%

12%

2%

5%

1%

1%

1%

0%

17%

19%

20%

16%

14%

14%

6%

1%

6%

3%

5%

4%

1%

1%

1%
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Implementing change

LONGERTERM

z
65%
63%
61%
53%
43%
40%
38%
35%
26%
24%
22%
19%
13%
12%

12%
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AVERAGE NUMBER OF CHANGES

2.0%

1.4%

5.3%
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Watch: working remotely is
becoming increasingly popular.
Discover how Obelisk use
technology to operate more flexibly.

Processes and technology

Technology is appreciated as an
essential lynchpin for operating more
flexibly and efficiently, with %4 of
respondents describing themselves as
technologically sophisticated. “There
are men and women out there who just
fancy a new way of living their working
lives. | don’t see why you can’t have
those people working from home
remotely as part of a virtual firm, where
we are all connected by the technology
thatis now available.”

Even if they’re not quite at the remote
working stage, firms are becoming
increasingly dependent on technology
to function, and in particular on good
technological support - “with
increased sophistication comes
increased disasters” as one lawyer
explained “as things go wrong, so you
need good support”. This being said
only 48% are currently outsourcing
their IT, compared to 67% their
accountancy, both of which are core
functions. This suggests that there may
in some cases be a potential shortfall in
skillset — where only 10% identify with
being very sophisticated.

Used correctly, technological
innovation can unlock productivity
for time-poor practitioners. And the
research indicates there’s still a way
to go. Though over half are using
software for templates, accountancy,
and document management; less than
half have adopted smarter working
practises available such as document
sharing software, video conferencing,
voice activated dictation and
document automation.

It also provides safeguards to ensure
that work is stored securely. Stillat an
early phase, but increasing from last
year, just under 1in 3 practitioners are
backing up their work to the Cloud.
Though, anecdotally, there can be
some teething problems, those who
have made the switch feel reassured:
“We got all our data transferred onto
the Cloud, so we pay for thaton a
monthly basis. It is better technology
with better safeguards.”

You need to upgrade
to future-proof your
technology.
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Technological sophistication. How sophisticated is your
current practice when it comes to using technology?

5% NOTATALL w

20% NOT VERY

65% QuITE

10% verY
Firms who are growing,
and practitioners with top
or mid tier experience are
more sophisticated when
it comes to technology.

Which of the following pieces of software are currently
used in the practice? And which are you considering
using / investing in over the next few years?

TEMPLATES/
PRECEDENTS

ACCOUNTANCY
DOCUMENT

MANAGEMENT

PRACTICE
MANAGEMENT

DOCUMENT SHARING
(I.E. DROPBOX)

VIDEO CONFERENCING
(I.E. SKYPE)

LEGAL DOCUMENT
AUTOMATION

VOICE ACTIVATED
DICTATION

CLOUD
STORAGE

o)
c
A
A
m
z
=
<
c
9]
m

- CONSIDERING

87%

75%

62%

47%

40%

32%

35%

27%

29%

LexisNexis

Implementing change

2%

3%

9%

9%

8%

14%

10%

17%

9%

JEIVATE!

89%

78%

71%

57%

48%

46%

45%

44%

39%

ANY OF THESE

96%

38%
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Implementing change

Web development

Ever-evolving from the ‘glorified
business card’ we've seen in the past -
independent firms are embracing the
value of wielding an impressive online
presence. 40% of firms have already
implemented change to their website
and a further1in 4 have

iton their agenda.

It's nolonger seen as an optional extra,
but a crucial tool in the marketing mix,
which came as a surprise to some.

Having a slick, easy to navigate website
can be central to building trust when
reaching out to new clients, allowing
smaller firms a far wider geographic
reach and professional standing to
rival those of far larger players. This

is particularly relevant for those
ambitious specialists targeting blue
chip clients, where “there is a certain
livery required.”

‘ ‘ (On their firm’s website) | had thought | wouldn’t
need it but itisindispensable. | had not realised
how much people would use it. , ,
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Networking

Networking is being recognised for

its vital contribution to building new
business. Last year’s Survive or Thrive
reportidentified it as a key pressure,
but at the time the main concern was
finding time to fitit into their busy
schedule. The situation appears to
have improved this year with1in 3
making advances and a further

30% planning to do so.

‘ ‘ If | go to a networking evening now | know who itis
| want to talk to and what | want to talk about. | am

Bellwether Report 2014 | Brave New World

Respondents seem increasingly tuned
in to networking strategy. The key is the
shift from seeing marketing activity as a
‘nice to have’ - business development
strategy is central for successful

firms’ growth.

not just flying the flag for the firm in general. , ,
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Implementing change

1IN3

firms might
consider a
future merger.

‘ ‘ People buy people,
they don’t buy a
business model...
without me there

ISNO business., ,

Business structure.
Beyond the traditional.

This year marks multiple firms
re-evaluating their core business
structure. This bold move involves
taking a long hard look at options
available in the market, and networking
with other like-minded professionals
to share ideas and best practice.

For some, setting up as afirmin the
first place could well involve evaluating
a host of structural options available
to them.

And although the figures of actual
structural overhaul are still at a low
(yet steadily increasing) trickle, the
research indicates that many are
becoming aware of the potential
benefits and are planning to make
changes in the longer term.

Here we'll explore options for:

Merger or acquisition
Limited liability company
‘Umbrella’ or ‘virtual’ firms

e Alternative Business Structures (ABS)

Merger or acquisition

1in 3 firms might consider a future
merger with another practice or a
takeover. For many, this could be a
viable solution to the challenge of exit
strategy identified earlier in this report.

Limited liability company

Becoming a limited liability firm was
the most attractive of business model
options. Over half of the sample were
registered in this way, and of these,

12% had registered in the last year.
There is also a greater disposition
towards considering it in the future.
Those who have adopted this route
were very positive about the range of
potential advantages, one of which was
amore objective management style.
“Part of the reason for wanting a limited
company is that we wanted to separate
management from ownership.
Managementisn'tinterested in the
history, only the future.”
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‘Umbrella’ or
‘virtual’ firms

Joining an umbrella organisation or
virtual firm where participants share

LexisNexis
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For many, ‘Tesco Law’ is the thought Key challenges

that springs to mind when the termis
mentioned, and despite paying lip
service to its associated benefits,

Rise of the entrepreneur

Implementing change

they do not relate these back to

central resources, marketing and their own circumstances. In direct HenssementEEy

facilities does not seem to appeal to contrast, those we spoke to actually Appendix

our respondents, with only 5% operating under the ABS banner

implementing this change in the last waxed lyrical about their benefits,

year and a further 12% viewing it as a which ranged from:

long term option. Lawyers tended to be

rather damning of these organisations, ‘ beingab!e toinvolve s.taffin

citing their limited exposure: “There are the running of the business

one or two virtual firms in the area, but * having experts in other related

the kind of individuals they attract areas on board

doesn’t mean that they are successful. * taxplanning.

Anyone who is any good will have

dipped their toe in and decided this However, of these, n.one had used

i< not for me.” Fhe ABS status to gain externgl
investment, perhaps not seeing

Alternative Business the financial opportunity.

Structures (ABS)

An area we'd expect to see most There is a huge area of untapped

change in coming years is with take-up potential out there, and many

of ABS status. Only 1% of our sample is alternative business structures

currently registered to trade in this way. could provide solutions to some

Last year’s report Survive or Thrive had of the challenges highlighted in

identified their recent formation as one chapter 4 - Key challenges. For

of the key threats to the industry - the example, by deferring retirement

perception of which as a business and needing professional advice

challenge has now lessened. However, from someone impartial, who

attitudes haven’t warmed - only understands the business well.

22% consider this to be a positive

development for the industry and We'll be keeping a close eye on

11% would consider it as a potential these developments in future

long term option. editions of the Bellwether Report.
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Strategic vs
tactical thinking

We asked our respondents why they
were making changes to the structures
of their businesses, and the results
surprised us - at first. Overall, the
impetus is attributed equally to long
term strategic planning and response
to short term tactical opportunities.
But on delving deeper into the
qualitative interviews, we have seen
that though lawyers have a clear view
of their goal, they don't want to close
off any avenues that may help them
en-route.

Lawyers were keen to point out “this is
a people business first and foremost”
so they need to act on opportunities
as they occur. “We want to take
opportunities when they arise.

I want to be mobile. | don’t want

to be limited in our strategy. Mobile

is an attitude, we have to be ready

to move and move quickly.” This
means that, for many, strategy is an
evolving entity. Indeed, this more
flexible approach may ultimately be
amajor factor in the success of the
independent legal sector, provided it
is allied to clear goals and measures.

Are the changes you have made/are planning to make
to the structure of your business...

70%*
LONG TERM STRATEGY

249
NOT INCREASED

66%
TACTICAL RESPONSE
TO OPPORTUNITIES

*ENTREPRENEUR 80% VS 62% AVERAGE RESPONDENT. ** STABLE 34% VS 15% GROWING
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What are the key ingredients for success

in this brave new world?

After last year’s rallying cry, it's
encouraging to find that the
application, resilience and sheer
enthusiasm of independent firmsis
finally paying off. Although their trading
pattern and projections have not

Regardless, independent firms are
moving full speed ahead, constantly
learning and adapting, refining their
processes and adopting new business
styles. They're taking big steps
forward in carving out an online niche,

Appendix significantly altered year on year, the networking like pros and streamlining
building blocks for growth have been their administrative processes. They're
firmly set in place - a significant shiftin harnessing the power of technology
attitude and behaviour. and strategic marketing to push their
This, together with a better economic practice to the next level.
forecast, has led to a strongrise More and more independent
in confidence in the future, and practitioners are pouring their efforts
to practitioners taking more into running an effective business
proactive measures to safeguard - we're now seeing equal numbers
their valued independence and of lawyers that claim to enjoy the
integrity. A major cultural shiftis business of law as much as the
afoot, and the rulebook is evolving practice of law. On the cutting edge, an
along with it, calling any established emerging new breed of entrepreneurial
working practice into question. lawyer — networked and business savvy,
The role of the independent lawyer embracing new and more flexible ways
remains a rewarding, yet tough of working.
one. We've seen little change to The road to growth and full recovery
the pressures they’re experiencing. is by no means over. But independent
Familiarity with new compliance lawyers, smaller firms and sole
laws has not yet bred contempt, and practitioners are demonstrating a
attracting new business and keeping remarkable aptitude to adapt in order
systems and information up to date to flourish in this brave new world.
remain perennial challenges. But this
year, Plinsurers are ramping up the
pressure and squeezing already tight
margins. The cost of this, allied to the
aftershock of the recession, means
that many are now well behind on
planning their exit strategy.
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Appendix

Research compiled by:
Linda Jones & Partners,
1Station Road,
Woodbridge,

Suffolk

IP12 4AU

t: 01394 383 944/388 756
201394 610 485

e: research@ljandp.co.uk

Appendix

Methodology

The findings are based on a study
conducted between November

2013 and January 2014 amongst
independent lawyers, smaller law firms,
and sole practitioners. The sample
comprised a mix of 160 telephone
and online interviews drawn from

the LexisNexis database, plus 10

face to face interviews amongst
selected lawyers who were
exploring/implementing new ways

of practising law. The survey was
conducted by Linda Jones & Partners,
an independent research specialist,

in conjunction with fieldwork

agency QRS.

Our quantitative sample

Our sample comprised 160
independent lawyers, small law firms
and sole practitioners, drawn from
the LexisNexis database. 100 were
interviewed by telephone and

the remaining 60 completed the
survey online.

The sample breaks down as follows:

e smallfirms 52% (i.e. average
practice size of 6-7 fee earners),
sole practitioners 48%

e 60% describe themselves
as specialists

® broad area coverage including

London, North, Midlands and South.
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Get involved

In March and April 2014, a select
group of key thinkers, movers and
shakers, and independent lawyers
met up to discuss the findings of
the Bellwether research.

Attendees represented the Sole
Practitioners Group (SPG), Black
Solicitors Network (BSN), Association
of Independent Business Lawyers
(AIBL), Obelisk, Quality Solicitors,
University of Westminster, The Times
and The Law Society Gazette -

as well as selected subscribers

to the Business of Law Blog.

Bellwether Report 2014 | Brave New World

Areport from the two roundtable
events can be downloaded on the
Business of Law Blog.
www.lexisnexis.co.uk/business-of-law

If you would like to take partin future
events, debates or research, please
joinour Independent Legal Research
Panel. As a panel member you'llact as a
key adviser to the Business of Law Blog,
and be at the heart of our commitment
to improving the quality of LexisNexis
products and services. We know that
your time is valuable, so in return we’'ll
give you shopping vouchers for each
hour you spend with us.

Sign up today and you'll receive invitations to participate in our research -
there’s no minimum commitment, and the assignments are flexible to suit
you - onling, over the phone or face-to-face, taking no more than an hour

each quarter.

Join us and get involved:

e testing new ideas and product launches

e advising on the key business issues facing independent practitioners

e participating in focus groups with other panel members

¢ helping to shape the way that LexisNexis prices and promotes

its services

Sounds interesting? Sign up now for more information.

www.lexisnexis.co.uk/researchpanel
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Visit the Business of Law Blog

Dedicated to the unique needs of independent
lawyers - this resource provides essential support
to help smaller firms thrive.

Sign up and receive free updates on compliance,
marketing and business strategy, useful tools and
Invitations to exclusive events.

Give your business a competitive boost.

www.lexisnexis.co.uk/business-of-law
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