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EXECUTIVE
SUMMARY

Legal technology (or legaltech) is transforming the delivery

of legal services. Emerging technologies such as artificial
intelligence (Al), machine learning (ML), generative Al (GenAl),
big data, legal analytics, blockchain, and others are redefining
how legal professionals operate, interact with clients, and
access justice.

The benefits of legaltech are extensive: improved efficiency, cost reduction, enhanced
productivity, and better client service. In addition, these tools can improve access to
justice, particularly for individuals facing economic or geographic barriers.

However, widespread adoption faces several challenges that require attention. Key
obstacles include high initial investment costs, limited technical expertise, resistance to
change, concerns about privacy and data security, and the absence of clear regulatory
frameworks. These barriers can hinder large-scale implementation.

This report provides a comprehensive analysis of the impact of technology on the

legal sector, with a focus on emerging solutions. It delves into the origins of legaltech,
examines current trends, explores the Inter-American Development Bank (IDB)
Group's initiatives in this space, and evaluates the state of legaltech adoption in Latin
America and the Caribbean. The report highlights opportunities for growth, identifies
challenges, and offers practical recommendations and strategies to facilitate successful
implementation and adoption of legaltech tools across the sector.
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INTRODUCTION

The concept of “legaltech,” or legal technology, falls under the broader field of legal
informatics, a branch of iuscybernetics' —a discipline that applies cybernetics to law,
treating it as a general science.? Legaltech encompasses a range of innovative tools
and solutions designed to optimize and streamline legal services,® including everything
from automating workflows and managing legal practices to implementing specialized
litigation technologies and software systems.*

The origins of legaltech trace back to the 1940s, when computational principles were first
applied to the legal field.> During this time, jurimetrics emerged as a scientific approach
to legal research,? laying the foundation for integrating technology into law. By the 1970s,
legaltech gained momentum with the introduction of the first telematic jurisprudence
consultation systems.”

Over subsequent decades, legaltech evolved in tandem with the proliferation of
personal computers and the Internet, entering the era of big data and digitization.®
However, the real breakthrough came in the late 1980s with the introduction of artificial
intelligence, which led to the creation of tools aimed at making the legal system more
comprehensible, accessible, and predictable. Early Al models focused on knowledge
representation and rule-based systems. One of the first commercial legal Al software

products was an expert system developed at Oxford University to assess the applicability
of new laws.10™

From the 2000s onward, machine learning (ML) approaches were adopted to enhance

1. Tecnologias legaltech: qué son y cémo funcionan

2. Giuscibernetica. Macchine e modelli cibernetici nel diritto, Torino, Einaudi, 1969

3. What is Legal Technology? Definition, Benefits, and Examples

4, What is Legal Technology? Definition, Benefits, and Examples

5. https://scholarship.law.umn.edu/cgi/viewcontent.cgi?article=2795&context=mlr

6. JURIMETRICS: THE SCIENTIFIC METHOD IN LEGAL RESEARCH | The Canadian Bar Review
7. LegalTech: Tecnologia y servicios juridicos para un abogado mas capaz - Tecalis

8. Evolution of Legal Technology: Past, Present, and Future of Data Management.

9. “Artificial Intelligence and Law: An Overview” by Harry Surden

10-11. SUSSKIND, D., & SUSSKIND, R. (2018). The Future of the Professions. Proceedings of the American Philosophical Society, 162(2), 125-138. http:/www.jstor.
org/stable/45211625
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https://blog.lemontech.com/legaltech-top-5-tecnologias/
https://www.clio.com/resources/legal-technology/what-is-legal-technology/
https://www.clio.com/resources/legal-technology/what-is-legal-technology/
https://scholarship.law.umn.edu/cgi/viewcontent.cgi?article=2795&context=mlr
https://cbr.cba.org/index.php/cbr/article/view/2605
https://www.tecalis.com/es/blog/legal-tech-tecnologia-legaltech-que-es-abogados-empresas-derecho
https://www.lmiweb.com/article/evolution-legal-technology-past-present-and-future-data-management#:~:text=Lexis%20(now%20LexisNexis)%20was%20the,introduced%20in%20the%20early%201970s.&text=Personal%20computers%2C%20an%20affordable%20model,sized%20businesses%20to%20adopt%20technology
https://readingroom.law.gsu.edu/gsulr/vol35/iss4/8/

process efficiency and automate repetitive tasks?. Innovations such as predictive coding,
which uses ML to identify relevant documents in litigation,”® and technology-assisted
review (TAR)"™, which streamlines document organization and prioritization during
discovery, became standard in the legal industry.”

Today, legaltech can be analyzed through the lens of its end users: legal administrators
(judges, legislators, and officials involved in creating and enforcing laws), legal
practitioners (lawyers and legal professionals who use technology in daily practice), and
legal subjects (individuals and organizations subject to the law)."®

Despite advancements, the adoption of legaltech has primarily modernized specific
areas, such as contract management and document generation, without fundamentally
transforming the delivery of legal services. However, those who embrace these tools

are expected to gain a competitive advantage in the marketplace. Legal departments
increasingly expect leading firms to play a pivotal role in strategic initiatives, such as
proof-of-concept pilots, to effectively implement these solutions.”

As emerging technologies continue to evolve, the next major leap in legaltech is
expected to focus on enhancing client experiences® while improving efficiency and
automation through a more strategic lens.” Legal professionals must prioritize creating
digital experiences that provide access to information, real-time assistance, and online
platforms to excel.?® By implementing client-focused technologies, legal services can
optimize internal operations and better address the needs of attorneys and their clients,
driving meaningful change across the sector.?

12. “Artificial Intelligence and Law: An Overview” by Harry Surden
13. “Artificial Intelligence and Law: An Overview” by Harry Surden
14.7 Ways artificial intelligence can benefit your law firm

15. Technology Assisted Review - EDRM.

16. “Artificial Intelligence and Law: An Overview” by Harry Surden
17. Deloitte - The future of legal work?

18. Read the 2022 Legal Trends Report Online | Clio

19. Legal Technology Trends to Watch in 2024

20. History of legal tech| Documentaal

21. Deloitte - The future of legal work?
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https://www.americanbar.org/news/abanews/publications/youraba/2017/september-2017/7-ways-artificial-intelligence-can-benefit-your-law-firm/
https://edrm.net/resources/frameworks-and-standards/technology-assisted-review/#:~:text=Technology%20Assisted%20Review%20(TAR)%20is,prioritization%20of%20the%20document%20collection
https://readingroom.law.gsu.edu/gsulr/vol35/iss4/8/
https://www.deloitte.com/global/en/services/legal/research/the-future-of-legal-work.html?id=gx:2ps:3gl:4deloitte_legal:5:6legal:20240711::dlgenaipgoog&gad_source=1&gclid=CjwKCAjwko21BhAPEiwAwfaQCAoQh9ev3Ms7tsEHsOfyvQ7ubqH2lNSIn09hpRoXDxVwwultztkLYxoC024QAvD_BwE
https://www.clio.com/resources/legal-trends/2022-report/read-online/
https://www.clio.com/blog/legal-technology-trends/
https://documentaal.nl/en/history-legal-tech/
https://www.deloitte.com/global/en/services/legal/research/the-future-of-legal-work.html?id=gx:2ps:3gl:4deloitte_legal:5:6legal:20240711::dlgenaipgoog&gad_source=1&gclid=CjwKCAjwko21BhAPEiwAwfaQCAoQh9ev3Ms7tsEHsOfyvQ7ubqH2lNSIn09hpRoXDxVwwultztkLYxoC024QAvD_BwE

BENEFITS OF
LEGALTECH

While integrating new legal technology requires an initial investment, the advantages
of effective legaltech solutions can far outweigh the costs of implementation. Increased
efficiency, cost reduction, and streamlined processes deliver a key benefit: enabling
legal professionals to focus on high-priority tasks, thereby maximizing their value
contribution.?

more easily. For instance, legal documents can be prepared significantly
faster using extensive databases of templates and standard forms. This
streamlines workflows and improves productivity across various legal
functions.?

o /ﬂ Increased Productivity: Legaltech allows lawyers to perform routine tasks
A

o /8\ Optimized Workflow: Fast and secure commmunication among lawyers
8 8 is crucial for handling complex assignments effectively. Document and
\8/ enterprise management tools provide a centralized source of reliable

information, allowing teams to establish step-by-step processes, create
checklists for routine tasks, and meet tight deadlines.?*

Improved Customer Service: Legal technology improves the ability
) to keep clients well-informed. Online client portals, for example, act as
@ centralized hubs where clients and business partners can track case
5 ?} progress and share documents. In turn, these platforms also reduce
SRENER logistical challenges associated with in-person meetings and document
signing.?®

22. How Legal Technology Boosts Team Efficiency and Performance
23. Legal technology's authoritative guide on use cases and benefits
24. Legal technology's authoritative guide on use cases and benefits
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https://legal.thomsonreuters.com/blog/technology-in-law-is-the-new-norm/
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Document Security: Protecting confidential documents and sensitive
information is a top priority in the legal sector. Cloud-based solutions not
only enable secure remote access to files but also offer greater protection
compared to traditional paper-based storage systems.?®

Improved Access to Justice: Technology expands access to justice in
several ways. Videoconferencing, widely adopted during the pandemic,
has been a boon to those who have historically faced barriers to
obtaining legal services. Additionally, legal assistance tools embedded
in case management software reduce administrative burdens, allowing
providers to focus on client needs and making legal aid more accessible
and affordable.?”

25. Legal technology’s authoritative guide on use cases and benefits

26. Reasons Why Legal Tech Matters
27. Reasons Why Legal Tech Matters
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APPLICATIONS OF
TECHNOLOGY IN THE
LEGAL SECTOR

Assisted Legal Analysis. Advanced algorithms enable the analysis of
vast volumes of legal data, identifying connections and patterns that
facilitate case research, due diligence, and informed decision-making.?®

predictions of litigation outcomes and trends in similar cases. This
o — helps lawyers develop more effective strategies and negotiate favorable
settlements.?®

N
—©)
® . Q Litigation Prediction. Analyzing extensive legal data libraries enables
a
0=

Intelligent Legal Guidance. Al-driven platforms, powered by large
language models (LLMSs), deliver personalized legal guidance via chatbots
) ) and virtual assistants, broadening access to legal services. This does not
replace legal advice which can only be given by a licensed practitioner.

Assisted Legal Drafting. Specialized tools streamline the drafting
of legal documents, such as contracts and pleadings, by suggesting
technical language and promoting regulatory compliance.*®

Online Dispute Resolution (ODR). Digital platforms facilitate dispute
resolution through tools that enable evidence exchange, negotiation,

28. Deloitte - The future of legal work?

29. Legaltech: ;qué es? | Blog UE

30. Generative Al for legal professionals: Its growing potential and top use cases
31. What is ODR?
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https://www.deloitte.com/global/en/services/legal/research/the-future-of-legal-work.html?id=gx:2ps:3gl:4deloitte_legal:5:6legal:20240711::dlgenaipgoog&gad_source=1&gclid=CjwKCAjwko21BhAPEiwAwfaQCAoQh9ev3Ms7tsEHsOfyvQ7ubqH2lNSIn09hpRoXDxVwwultztkLYxoC024QAvD_BwE
https://universidadeuropea.com/blog/legaltech-que-es/
https://legal.thomsonreuters.com/blog/generative-ai-for-legal-professionals-top-use-cases/
https://www.ncsc.org/odr/guidance-and-tools

mediation, and arbitration.’ These systems enhance trust, reduce fraud,
and increase accessibility in conflict resolution.*?

Automated Contracts. Tools like Contract Lifecycle Management (CLM)
and Robotic Process Automation (RPA) automate tasks including contract
creation, negotiation, approval, execution, and storage. These solutions also
provide insights and data throughout the contract lifecycle.®

32. The Future of Online Dispute Resolution Platforms for Consumer Protection | UNCTAD
33. What is Contract Lifecycle Management? CLM Explained / Ironclad
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EMERGING TECHNOLOGIES
IN THE LEGAL SECTOR

3

The technologies, methods, and tools that support the adoption of legaltech—commonly
referred to as enablers—span a wide range of applications.** These include traditional
solutions aimed to optimize routine processes with improved efficiency and accuracy, as
well as disruptive tools that transform legal service delivery and provide critical insights
across organizations.® While the market initially concentrated on traditional solutions,
the emergence of new technologies has introduced a growing array of innovative
applications, including:

ARTIFICIAL INTELLIGENCE (Al)

Al, a branch of computer science, enables computers and robots to perform tasks
typically associated with human intelligence®® using heuristics, rules, and encoded
data.®” Al systems transform various types of data—text, images, audio, and video—into
numerical representations, uncovering mathematical relationships.*® These systems
‘learn’ through training on large datasets. Key Al approaches include ML, deep learning,
natural language processing (NLP), and generative Al.*°

Al has profoundly influenced task management in the legal sector, particularly in areas
such as legal research“® and document review.* It is also reshaping judicial system

34. Legal Tech Examples: Definition and Use Cases

35. Legal Technology Transformation: Going beyond risk and compliance

36. BID Tech Report: Artificial Intelligence

37. Surden, H. (2014). Machine learning and law. UW Law Digital Commmons. https:/digitalcommons.law.uw.edu/wlr/vol89/iss1/5

38. Surden, H. (2014). Machine learning and law. UW Law Digital Commons. https:/digitalcommons.law.uw.edu/wlr/vol89/iss1/5

39. ;Qué es la inteligencia artificial (IA)?2.

40. How Al And Machine Learning Are Transforming Law Firms And The Legal Sector

41. How Al And Machine Learning Are Transforming Law Firms And The Legal Sector
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https://publications.iadb.org/en/tech-report-artificial-intelligence
https://digitalcommons.law.uw.edu/wlr/vol89/iss1/5/
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https://aws.amazon.com/es/what-is/artificial-intelligence/#:~:text=La%20IA%20se%20basa%20en,capa%20fundamental%20de%20la%20IA
https://www.forbes.com/sites/bernardmarr/2018/05/23/how-ai-and-machine-learning-are-transforming-law-firms-and-the-legal-sector/#6308a31c32c3
https://www.forbes.com/sites/bernardmarr/2018/05/23/how-ai-and-machine-learning-are-transforming-law-firms-and-the-legal-sector/#6308a31c32c3

administration by offering risk analysis and outcome predictions for judges and litigants,
leading to more informed decisions.*? For individuals, Al promotes regulatory compliance,
enhances professional productivity and expands equitable access to legal services,
especially for those facing economic or geographic barriers.*

However, Al also poses notable risks that require attention. A major concern is its
tendency to produce inaccurate information, or “hallucinations,” even in advanced
systems like Retrieval-Augmented Generation (RAG). Additionally, limited transparency
regarding how these tools operate and sparse details about their underlying models
make it challenging for lawyers to promotes accuracy and uphold ethical and professional
standards.*

Tools & Applications
\V4

Current Al tools optimize contract lifecycle management,*® reduce response times, and
efficiently handle large volumes of documents. Specialized platforms for document
analysis,*¢ due diligence,”” and legal research“® enhance litigation management. Some
applications function as virtual assistants, automating processes for both clients and legal
professionals, thereby increasing overall efficiency in legal operations.*®

MACHINE LEARNING (ML)

ML, a subset of Al, uses data to mimic human learning processes, improving its accuracy
with each iteration. In certain instances, ML algorithms can identify outcome indicators
and general probability ranges, enabling informed predictions about potential results.”
This predictive capability aligns closely with one of the most valuable skills in legal
practice,”?> making ML a tool of significant potential for legal professionals.

ML also automates tasks such as detecting fraudulent activities by flagging them for
further review® and streamlining the e-discovery process. By classifying and clustering
case-relevant documents, ML eliminates the need for manual review, saving substantial
time and resources.>*

Despite its advantages, ML faces challenges, including biases in training data, lack of
transparency in algorithmic operations, overgeneralization in new contexts, and difficulty
capturing subtle factors such as cultural context or interpersonal dynamics in a case.>®

42. “Artificial Intelligence and Law: An Overview"” by Harry Surden

43, "Artificial Intelligence and Law: An Overview” by Harry Surden

44. Al on Trial: Legal Models Hallucinate in 1 out of 6 (or More) Benchmarking Queries
45, Ironclad

46. Document Intelligence - A.l. powered Contract & Document Analysis Tool | Thomson Reuters
47. Legal Due Diligence Solutions | Thomson Reuters

48. Westlaw Precision - Unrivaled Legal Research Tool | Thomson Reuters

49. Al Lawyer

50. BID Tech Report: Artificial Intelligence

51. “Machine Learning and Law"” by Harry Surden

52. "Machine Learning and Law" by Harry Surden

53. Fraud Detection Using Machine Learning | Implementations | AWS Solutions.

54. How generative Al will help lawyers improve legal service delivery

55. “Machine Learning and Law"” by Harry Surden
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https://legal.thomsonreuters.com/en/legal/legal-research-guidance/due-diligence
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https://aws.amazon.com/solutions/implementations/fraud-detection-using-machine-learning/#:~:text=with%20any%20dataset.-,Overview,flags%20that%20activity%20for%20review
https://legal.thomsonreuters.com/en/insights/reports/lawyers-harnessing-power-of-ai/form
https://digitalcommons.law.uw.edu/wlr/vol89/iss1/5/

Rather than replacing lawyers, ML automates ‘simple’ cases, allowing legal professionals to
focus their cognitive efforts and time on complex tasks that require advanced knowledge.*®

Tools & Applications

\V

ML techniques facilitate standardizing documents and comparing clauses by extracting
key data. Integrated with word processors, these tools effectively scale document review
and analysis processes.>®

Certain ML-powered solutions categorize lawsuits based on factors such as applicable
case law, party solvency, and case complexity to identify cases with higher success
potential.®® Additionally, ML tools can identify anomalies in multilingual documents,
improving the detection of legal risks.®°

GENERATIVE Al (GENAI)

In recent years, interest in GenAl has surged® due to its potential to transform both the daily
activities of legal professionals® and the service models between law firms and their clients.®

GenAl, an emerging branch of Al, leverages ML techniques to create new content,

with a particular focus on generating original text.®* Solutions built on large language
models,® such as OpenAl's ChatGPT, have seen rapid advancements since 2022. These
developments enable automated analysis of complex texts, including legal agreements
and judicial opinions,®® as well as efficient drafting and review of legal documents.

With its ability to analyze unstructured data and adapt to diverse legal tasks, GenAl

has the potential to revolutionize how legal services are delivered. Legal departments
can play a pivotal role in this transformation by collaborating with IT, HR, and other
departments to establish governance frameworks and risk management protocols that
ensure the safe and ethical use of GenAl. At the same time, this collaboration positions
legal teams to drive strategic priorities, foster business growth, and build trust in the
technology’s adoption.?”

Tools & Applications
\V4

Intelligent document wizards powered by GenAl simplify drafting and risk assessment
by integrating with word processors, offering real-time suggestions.®® Some tools provide

56. “Machine Learning and Law” by Harry Surden

57. Patented Machine Learning Technology | Kira Systems

58. Robin Al

59. A O+A with Qanlex Co-Founder Yago Zavalia Gahan - News - Harvard Business School
60. Luminance

61. BID Tech Report Generative Al

62. How generative Al will help lawyers improve legal service deliver

63. Generative Al in the legal industry: The 3 waves to change the business - Thomson Reuters
64. BID Tech Report Generative Al

65. Generative Al for legal professionals: Its growing potential and top use cases

66. CHATGPT, Al LARGE LANGUAGE MODELS, AND LAW

67. Deloitte - The future of legal work?

68. Legal Alin the Legal Department | Legartis
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https://www.legartis.ai/legal-ai

69.
70.

solutions for confidentially exchanging offers in financial negotiations, facilitating rapid
and equitable agreements® through algorithmic support and workflow automation.”
Recent innovations include chatbots that deliver preliminary legal advice based on user
inquiries, acting as the initial point of contact for legal consultations. These tools are
designed to improve the accuracy, accessibility, and quality of legal services, transforming
how legal professionals operate and engage with clients.”

BIG DATA

The term “big data” refers to massive and complex datasets that exceed the capacity of
traditional data management tools to process effectively.”? Big data is characterized by
its volume, velocity, and variety.” Al systems, in particular, rely on these large datasets for
training, leveraging their features to deliver advanced solutions.”

In the legal domain, departments manage vast amounts of data that can enhance
processes and support strategic decision-making.” This data includes information

stored in repositories of legal documents, case law, and case summaries. By tapping into
these resources, legal professionals can conduct advanced legal analytics and automate
routine tasks.” Moreover, employing technology enhances organizational structures

and workflows, such as contract management and clause review. This improves the
operational efficiency and strategic value of the legal department by enabling more
effective management of the organization’s intellectual property through digital control.””

To fully maximize the benefits of big data in legal applications, implementing a strong
data governance framework is essential. Such a framework ensures that data is used
effectively and generates the intended outcomes. By properly harnessing large datasets,
legal departments can redefine their role within an organization, make more informed
and strategic decisions, and contribute to overall organizational success.

Tools & Applications

\/

Various platforms offer access to comprehensive legal databases, enabling legal
professionals to research and analyze case law, statutes, regulations, constitutions,

and specialized articles.” Some other tools aggregate and analyze millions of litigation
records daily,”® providing insights such as lawyers performance in specific cases, monitoring
ongoing proceedings to identify risks, and generating actionable conclusions. These
capabilities ultimately contribute to better preparation and execution of legal strategies.®®
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LEGAL ANALYTICS

Legal analytics is the systematic examination of data to generate insights that assist
lawyers in making informed decisions. By analyzing case law and legal documents,
legal professionals can develop more effective litigation strategies, leveraging historical
outcomes for a competitive edge.®

Predictive analytics focuses on forecasting potential future events, such as court rulings
or settlement amounts.®? These systems analyze trends, correlations, and anomalies

to aid in case construction and suspect evaluation.t®* Additionally, language analytics
identifies patterns within natural language, extracting specific phrases, comments, or
ideas from large document repositories, including historical court rulings.*

Tools & Applications
V

Legal analytics tools assess court behavior and predict litigation outcomes in areas such
as intellectual property, commercial law, and labor law.®> Certain applications analyze
historical success rates to identify relevant precedents®® and estimate approximate
timelines for litigation.®”

Moreover, these tools can recommend the most favorable courts for filing cases based on
case characteristics and judges’ personal and demographic attributes.®® This functionality
enhances litigation strategies and makes forum shopping —selecting jurisdictions with
advantageous rules® —a more precise and effective tactic.®®

BLOCKCHAIN

Blockchain can be defined as a shared ledger that facilitates transaction tracking by
creating decentralized and immutable digital records.®?

Although blockchain has yet to achieve widespread adoption in the legal sector, its
potential applications are diverse. These include managing intellectual property rights®
and enabling online dispute resolution (ODR).?* One of its most notable uses is in “smart
contracts,” automated systems that manage transactions between parties. Smart
contracts perform predefined actions, such as transferring funds or granting access to
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data, automatically when conditions like “ifiwhen A... then B" are met, ensuring data
integrity without manual intervention.®®

It is important to note, however, that smart contracts are not equivalent to traditional
legal contracts. They are not formal agreements enforceable in court, but computational
protocols designed to verify or enforce agreements digitally. Functionally, they serve

as algorithm-based processes rather than binding legal instruments.®® That is, instead

of being formal agreements, smart contracts could rather be considered agreements
materialized through algorithms or software codes.

Despite its potential, blockchain faces challenges in legal adoption. Issues include the
lack of legal recognition of blockchain entries as transactional evidence, the absence

of standardization that hinders system integration, and scalability limitations related to
processing capacity. Its immutability can also complicate correcting errors or removing
fraudulent or sensitive data. Additionally, security risks associated with managing private
keys, vulnerabilities in smart contracts, transaction costs, and privacy concerns pose
significant barriers to its use in legal contexts.”’

Q‘ools & Applications J

\/

Some blockchain-based solutions allow the certification of data, to verify its

existence at specific times, monitor its integrity in real time and confirm the receipt of
communications.®® This technology strengthens intellectual property protection by securely
registering and certifying digital assets. It also creates detailed innovation process histories
and provides evidence of ownership rights while ensuring data privacy and security.®®

CONTRACT LIFECYCLE MANAGEMENT
(CLM)

CLM solutions streamline internal processes for managing documents and contract
clauses, offering a systematic and user-friendly approach accessible to all participants.
These tools support information management through no-code or low-code workflows,
empowering citizen developers in legal collaboration environments.'® This allows users
without advanced technical expertise —such as lawyers or administrative staff— to create
or customize applications to enhance their work without needing programming skills.!”'

The resulting workflows are treated as variables within contracts, enabling the dynamic
transformation of documents based on predefined criteria. These criteria are typically set
using forms that can be completed manually or integrated with other systems via APIs
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(Application Programming Interfaces). Generated documents can then be routed for
review, approval, and even multi-party signature, consolidating all actions into an audit
trail—a comprehensive record of every action performed—ensuring transparency and
traceability throughout the entire process.

For legal professionals, CLM applications provide additional value by allowing

the scheduling of notifications or alerts for each milestone agreed upon with the
counterparty. This helps lawyers and paralegal staff maintain a comprehensive
understanding of the status of approved operations and those still in progress. CLM
systems also monitor contract renewals, ensuring critical documents don't expire and
jeopardize the execution of projects or financial operations.'o?

Currently, CLM tools are increasingly integrated with GenAl solutions, enabling
automation of tasks such as contract summarization, clause translation, user interaction
via chatbots, and error correction within contracts.’*®

G’ools & Applications J

\V4
Globally, CLM systems are commonly integrated with Customer Relationship
Management (CRM) and Enterprise Resource Planning (ERP) tools to enable end-to-end
document management. These integrations allow users to customize data entry through
interactive forms with built-in logic that work seamlessly within the legacy systems of
institutions and corporations that use them.*4

Given the collaborative nature of contract management, these systems are designed

to accommodate external counterpart contributions. CLM software includes role and
permission management functionalities, ensuring that any document edits or commments
from external parties are validated by an administrator before implementation.
Additionally, CLM tools are widely used to enforce corporate policies in areas such as
human resources, procurement, and finance. Automated workflows send notifications

to update and publish documents in centralized repositories, ensuring compliance and
consistency across organizational processes.'”®

ROBOTIC PROCESS AUTOMATION (RPA)

RPA enhance operational efficiency by automating tasks through programmed robots
that execute functions based on predefined rules.®® These “bots” act as a digital
workforce, freeing employees from repetitive work so they can concentrate on higher-
value activities.”” There are two types of RPA: assisted automation, which relieves
employees of routine tasks, and unattended automation, which manages administrative
processes, like data handling and client onboarding, without human intervention.!°®
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While both RPA and Al enable process automation, it is generally recommended to
use RPA for stable, predictable workflows,'?® and Al for managing complex processes
that require decision-making (always with human oversight) or continuous learning.
In this regard, RPA can serve as a steppingstone for integrating Al-driven solutions and
advanced capabilities."®

RPA bots can scan documents, compile legal citations, and streamline the preparation of
case files or evidence for legal proceedings.™ Their key advantage lies in saving time and
scaling tasks, thereby improving profitability and increasing the agility of the legal system.?

CTooIs & Applications J

V
RPA tools automate high-volume transactional tasks, such as document standardization
and managing communications by sending data to electronic filing portals. They also
expedite report generation, optimize invoice processing, and simplify data integration.™

VIRTUAL REALITY, AUGMENTED
REALITY, AND THE METAVERSE

Virtual Reality (VR) immerses users in three-dimensional simulated environments, while
Augmented Reality (AR) overlays digital elements onto the real world for enhanced
real-time interaction. The metaverse combines these technologies with Al and other
innovations, creating interconnected environments that offer more immersive, realistic
experiences.

Although their use in legal processes is still in its early stages, these technologies have
the potential to introduce new methods of presenting information in court. VR could
recreate crime scenes in 3D, giving judges and juries a more detailed perspective on
evidence. It could also improve accessibility through features like automatic translations
and subtitles, contributing to a more inclusive legal system."™ Meanwhile, AR might
simplify evidence visualization and help clarify event sequences."” Additionally, these
tools could be employed in legal education, simulating trials, hearings, and negotiations
to better prepare students.”™ The metaverse, in turn, could even pave the way for virtual
offices and conducting legal proceedings in digital environments."

However, integrating these technologies into legal processes poses several challenges.
Ensuring the authenticity and reliability of evidence is crucial, as virtual representations
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may be manipulated or misinterpreted. Data protection and cybersecurity must be
prioritized to safeguard sensitive information. Another key issue is the digital access
and skill gap; not all courts, professionals, or individuals have the resources or technical
knowledge to adopt these tools, potentially increasing inequality in access to justice.”?°

Tools & Applications
\V

Currently, these technologies are being tested to improve lawyer-client interactions and
enrich legal training. In the metaverse, virtual offices have been set up where lawyers can
hold client meetings,”” while some students use courtroom simulators to hone their case
presentation skills™”? and recreate crime scenes.”

Additionally, VR and AR are being applied in forensic investigations to reconstruct

crime scenes in virtual settings.” This allows judges, juries, and involved parties to
examine evidence more thoroughly and realistically, using 3D imaging and panoramic
videography'® to revisit the scenes as they were at the time of the original investigation.'?
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INITIATIVES AND
SUCCESS STORIES

IDB GROUP INITIATIVES

Solutions for
Legal Inclusion -
El Salvador
(ES-T1357)

Modernizacién
del Poder Judicial
de Espirito Santo
(PROMOJUES) -
Brasil (BR-L1620)

Modernizing
the Judiciary of
Espirito Santo
(PROMOJUES) -
Brasil (BR-L1560)

This project aims to develop a technological platform that improves
access to justice for the LGBTIQA+ community. The tool will also enable
the submission of anonymous complaints and employ ML models to
analyze and process them, ultimately increasing the judicial system’s
effectiveness in these matters.”’

This initiative seeks to improve the quality of judicial services through
digital transformation. Al solutions will be implemented to automate
and optimize case resolution, while business intelligence platforms will
support judicial data analysis. Additionally, the project will reinforce
cybersecurity measures to protect these systems.?®

This program focuses on increasing efficiency and user satisfaction
within Brazil's judiciary system. It aims to boost productivity and
effectiveness in managing the Court of Justice of Ceara (TJCE) through
Al-driven process automation, technological infrastructure upgrades,
and the establishment of a Cybersecurity Operations Center (SOC).*°
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Memorandum of
Understanding -
Regional

Cross-Border
Payments

Blockchain
Bond

The IDB and the Spanish Ministry of Justice have signed an agreement
to promote the digitization of justice systems in Latin America and the
Caribbean. This agreement will facilitate knowledge exchange and the
adoption of new technologies, aiming to enhance the efficiency and
accessibility of judicial systems throughout the region.’*©

IDB Lab, in collaboration with Citi Innovation Labs and ioBuilders,
developed a proof of concept to demonstrate cross-border payments
between entities in different countries involving currency exchange.
This was achieved using digital money represented by tokens on the
LACChain network.”

The IDB, IDB Invest, and IDB Lab, together with Banco Davivienda,
issued Colombia’s first blockchain bond. This example highlights the
transformative potential of blockchain technology in the securities
market.”*?

IDB INTERNAL INITIATIVES

Legal Document
Generation

Contracting

and Invoicing
Management for
Legal Matters

Using a CLM solution connected to internal APIs, the system retrieves
operational data from a central database and automatically populates
official templates. This approach streamlines the creation of legal
documents related to technical cooperations, confidentiality agreements,
and non-reimbursable resource agreements for specific projects. It also
supports collaboration during drafting and approval, enables electronic
signatures, and allows monitoring of clause compliance.

The IDB has implemented an application integrated with the
organization’s CRM to ensure accurate and up-to-date information on
clients and transactions, simplifying the hiring of legal services and
invoice management. After selecting providers, the tool automatically
generates the necessary documents and sends them for signature.
Additionally, it provides an online portal where suppliers can upload
quotes, view the status of their cases, and submit invoices. This
solution enables efficient contract management and delivers reliable
information to all stakeholders.
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PUBLIC SECTOR INITIATIVES

Virtual Hearings
in the Metaverse
- Colombia and
Costa Rica

Judicial Branch
Chatbots - Costa
Rica™s, Brazil®
and Peru™’

UruguAi Legal -
Uruguay

Judiciary One-
Stop Window -
Uruguay

PROMETEA -
Argentina

RAFA 2030 -
Brazil

Judicial
Optimization with
Al - Brazil

The Administrative Court of Magdalena™® and the Civil Court of
Desamparados have held virtual trials in the metaverse, allowing
participants to attend hearings as digital avatars in a virtual courtroom
rather than relying solely on standard virtual meeting platforms.

In these countries, judicial branch chatbots powered by NLP
respond to user inquiries based on predefined FAQs. By handling
repetitive and routine questions, NLP reduces the workload on user
support lines.

Developed for lawyers and notaries, this Al-driven assistant
consolidates and analyzes judicial rulings, delivering rapid responses to
legal queries in a ChatGPT-style format.™®

This portal supports complete electronic case management and
provides improved access to related documents through an open-
source software platform. It enhances accessibility and streamlines
judicial procedures.”®

The Prosecutor’s Office of the Autonomous City of Buenos Aires has
launched an Al system to automate the drafting of judicial rulings. This
solution expedites resolution times and enhances the quality of the
issued opinions.'°

The Supreme Federal Court (STF) adopted an Al tool to classify legal
actions according to the UN Sustainable Development Goals (SDGs).
Using ML and deep learning, it analyzes and standardizes texts from
rulings and petitions, ensuring that cases align with the SDGs and

fostering a justice system committed to sustainable development.™

The Office of the Attorney General (AGU) partnered with OpenAl to
integrate Al into its judicial analysis systems. This collaboration aims
to expedite complex case examinations, inform defense strategies,
support lawyers in preparing arguments, and ultimately lower overall
judicial costs.'#?
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Clasificacion
automatica de
documentos -
Espaina

The Judicial Documentation Center (CENDQOJ) introduced two
applications powered by Al and ML. The first, KENDOJ (Knowledge
Extractor for CENDOQOJ), automates the pseudonymization of judicial
documents to comply with data protection standards. The second
automatically classifies documents using the CENDOJ Thesaurus and
enriches them with links to cited legislation and case law.'?

LEGALTECH ASSOCIATIONS

Several associations throughout the region are leading efforts to drive technological
innovation in the legal field. In Argentina, the Asociacién Argentina de Impulsores
de Legaltech (ALTA) provides a collaborative platform to promote technological
transformation in the country’'s legal and judicial systems.** Meanwhile, in Brazil,
the Associacao Brasileira de Lawtechs e Legaltechs (AB2L) connects the legal sector
with Industry 4.0 technologies, focusing on education, market organization, and the
development of a regulatory framework that fosters innovation.'*

In Chile, the Asociacion de Legaltech (Altech) works to create a more efficient and
collaborative ecosystem by encouraging the adoption of technology in the legal field.*®
Finally, in Colombia, Alt+co supports the growth of legal startups, drives innovation in
legal services, and advances knowledge in law and emerging technologies, thereby
strengthening the local legaltech landscape.'¥”
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CURRENT LANDSCAPE,
OPPORTUNITIES,
AND CHALLENGES

The integration of technology into the legal sector has been gradual, with innovations
once considered cutting-edge —such as online databases and videoconferencing— now
standard components of legal practice.

According to Gartner's “Hype Cycle for Legal, Risk, Compliance and Audit Technologies
2024, the legaltech ecosystem remains in constant flux. Al stands out for its wide
range of applications, but not all Al-driven solutions share the same level of maturity.
For instance, while GenAl-based legal chatbots and Al-powered governance tools

are currently at the height of market expectations, they still need further refinement
to remain consistently effective. In contrast, contract management technologies are
already fully integrated, while others, like e-discovery, are beginning to gain ground.
Surprisingly, despite successes in other sectors, data-driven applications still struggle
to achieve full integration in the legal domain, currently languishing in the “trough of
disillusionment”. 48149

Historically, the legal industry has lagged behind sectors like finance or manufacturing
in adopting new technologies. However, the COVID-19 pandemic and rising client
expectations for digital services have prompted law firms and legal departments to
adapt, incorporate new tools, and train professionals to reconsider traditional service
delivery models.!s0

As a result, there is a broad consensus that technology can significantly reshape legal
functions.™ This shift is reflected in the sector’s recent growth and the deployment of
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more appealing technological solutions. The global legal technology market exceeded
USD 28 billion in 2022 and is projected to reach USD 50 billion by 20275 This trend is
driven by large-scale digitization,”™ the pursuit of greater organizational efficiency, and
the latest advances in Al

Looking ahead, the legal sector has the opportunity to evolve into a more strategic role
within organizations, moving away from rigid structures to function more dynamically

as “business partners.” This shift empowers legal teams to contribute actively to
organizational objectives, creating value beyond cost reduction. Emerging technologies,
as discussed earlier, demonstrate how certain legal functions are leading this
transformation by adopting proactive and preventive approaches, reinforcing compliance
programs, and driving innovation from the core of the business.®

Emerging opportunities include:

\V4
® & Market Growth: The introduction of GenAl tools, such as ChatGPT,
& coupled with the momentum following the pandemic, has accelerated
& technology adoption in the legal sector. In regions with a particularly high
concentration of lawyers, this shift creates new avenues for innovation.™”

o Q—ﬁ Greater Operational Efficiency: Technologies like ML and GenAl
can automate repetitive tasks, shorten administrative timelines, and
strengthen client relationships, fundamentally reshaping how legal work
is conducted.® 1

® @ Improved Transparency and Traceability: Digitalized solutions enable
clear, accessible case tracking, increasing confidence in legal proceedings
(i through more transparent and traceable records.

® Digitalization of Legal Processes: Tools like contract management
/&Mf platforms, digital signatures, and virtual hearings are modernizing access
to legal services, streamlining administrative procedures, and reducing
associated costs.'€0 16!

o E@, ) ﬂ Strategic Reinvention of the Legal Role: Embracing technology not
p— only optimizes operations and mitigates risks but also positions the legal
— department as a strategic partner that quickly delivers tangible returns
on investment.'®?

Aligning with the last point, the impact of technology on access to justice is particularly
noteworthy. Legaltech can help economically disadvantaged or otherwise vulnerable
groups obtain legal advice without in-person consultations. In addition to cutting costs
and shortening response times, this approach also fosters more equitable and sustainable
societies by ensuring that a wider range of individuals can access legal services whenever
they need them.®
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Despite these opportunities, many legal departments still show low levels of digital
maturity.** While there is enthusiasm for digitally transforming the legal sector, this
optimism is tempered by a lack of experience and a proliferation of vendors and
consultants offering promising yet still limited solutions.'®®

In Latin America and the Caribbean, the landscape is diverse. Countries like Brazil and
Colombia benefit from greater economic capacity and specialized talent, driving more
advanced legal innovation. Meanwhile, other nations remain focused on simpler initiatives
that require less investment and expertise, such as the implementation of digital office
management solutions.’®® In the public sector, a common trend emerges: government
services are still undergoing digitization. While this may delay the adoption of more
advanced technologies, it also positions legaltech solution providers as valuable allies in
modernizing the state and strengthening justice systems throughout Latin America.'®’

Frequent challenges Include:

® © U Lack of Technical Knowledge: The absence of specialized expertise and
O resistance to change hinder the integration of advanced technologies in

the legal sector.

® Regulation and Privacy: Without clear regulatory frameworks, concerns
over data privacy and security limit widespread adoption of legaltech
solutions.
o

Shortage of Specialized Companies: Despite a high number of lawyers
in Latin America, the region has fewer legaltech firms compared to
other parts of the world, restricting access to advanced solutions and
specialized applications.

Investment Limitations: Limited financial resources, coupled with
® difficulties in demonstrating a strong business case for change, pose
— significant hurdles to embracing emerging technologies in the legal

sector.”

One of the greatest barriers to tech adoption in the region is the connectivity gap.
More than 230 million people in Latin America lack mobile internet access, preventing
law firms, courts, and citizens without stable connections from fully benefiting from
technological advancements.”? Widespread digital illiteracy, especially in rural areas,
further exacerbates this technological exclusion.'”
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On the other hand, ethical and security challenges related to tools like Al remain
unresolved. Implementation can be compromised by unclear errors, biases, and limited
process transparency.” Likewise, ML-based predictive models often generalize data and
produce inaccuracies in dynamic environments—common in the continually evolving
legal sector.”® Incidents such as the COMPAS algorithm, which showed racial bias in the
U.S. criminal justice system, the misuse of ChatGPT for submitting false information in
court, and the HART risk assessment system relying on skewed variables (e.g., zip codes)
highlight the risks of misapplying technology in this arena.'”®

Given these challenges, it is crucial for the legal commmunity to advance technology
integration responsibly. This requires achieving a deep understanding of the tools and
their impact on the law—especially in judicial contexts— encouraging the development
of standardized regulatory frameworks and training for legal professionals.”””
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CONCLUSIONS AND
RECOMMENDATIONS

Technological advances have reshaped numerous aspects of our daily lives, and the legal
profession is no exception. The pandemic accelerated this shift, compelling lawyers and
legal professionals to adopt digital solutions and adapt to remote work arrangements, all
while maintaining the quality of their services.

During this period, the use of online meeting platforms, document automation tools,
and e-signature software grew substantially. These technologies enhanced collaboration
between legal professionals and their clients, ensuring the continuity of operations in
both public and private sectors. Meanwhile, emerging technologies such as GenAl, ML,
and blockchain have begun shaping the management of legal processes on a global
scale, signaling the industry's future direction.

In practice, lawyers are increasingly relying on these tools to improve efficiency,
streamline workflows, and elevate client service. From autonomous systems to integrated
legal software, these solutions free legal professionals to concentrate on more complex,
strategic tasks, redefining traditional legal practice.

However, the implementation of emerging technologies also raises critical legal and ethical
challenges. Their use may compromise foundational principles of legal practice— accuracy,
transparency, trust, and the duty of competent representation. Ongoing concerns include
biases, fairness, privacy, data protection, confidentiality, reduced human interpretation,
and workforce displacement. As in other emerging markets, the legal technology sector
faces specific issues, notably related to the scalability, security, and reliability of its solutions.
Therefore, while these tools have significant potential to improve legal services and
practice, it is crucial for legal professionals to understand how to use them responsibly and
remain aware of their inherent risks. Continuous training and education on the ethical use
of technology will be crucial for maximizing the benefits and minimizing any drawbacks,
ensuring that innovation does not undermine the profession’s core values.
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BEST PRACTICES FOR IMPLEMENTING
LEGALTECH TOOLS

Below are several key considerations to ensure that the chosen tools align with the
sector’s specific needs:'”®

Define Before adopting any legaltech solution, the legal department should
Requirements identify the specific challenges it aims to address and the processes it
intends to streamline. It is very important to assess the current situation,
set clear goals for improving efficiency, such as reducing costs and
workloads, and establish timelines for achieving these objectives.

Prioritize Ease of Select applications with intuitive interfaces, ensuring that both internal
Use users and clients can work easily and efficiently with the tools.

Ensure Confirm that new solutions are compatible with existing systems and
Integration determine the necessary level of integration. Make sure the selected
technology seamlessly works with commonly used platforms such as
document management systems and word processors.

Verify Security Assess whether the tool or provider offers robust data security and
Measures privacy features, along with regular updates and technical support to
safeguard sensitive information.

Evaluate Costs Determine if the solution’s cost fits within the original budget,
considering the initial investment as well as ongoing operational and
training expenses. Start by exploring generic options and consider in-
house developments.

STRATEGIES FOR SUCCESSFUL LEGALTECH
ADOPTION

To overcome the challenges inherent in implementing legaltech tools in both law firms and
solo practices, several strategies can help:'”®

Foster a Culture of Encourage a positive attitude towards learning and embracing
Innovation technology to facilitate the transition and overcome resistance to change.

178. Legal Tech implementation: 7 tips
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Specialized
Training

Phased
Implementation

Privacy and
Security

Offer training programs tailored to the needs and experience levels of
professionals to close skill gaps.

Start with pilot projects and simpler solutions, such as customer-
facing chatbots or basic form-filling tools. This approach provides

a tangible demonstration of potential benefits, building trust and
easing the adoption of more advanced solutions. Ongoing support
during this initial phase helps mitigate uncertainty and manage the
impact of change.

Collaborate with IT experts and conduct regular audits to ensure that
technological solutions comply with established privacy and security
regulations.

Ultimately, the success of legaltech adoption hinges on balancing technological
innovation with the adaptation of legal and regulatory environments to new solutions.
This underscores the importance of cooperation among all stakeholders in creating an
integrated ecosystem—one that not only fosters innovation but also safeguards rights and
ensures justice in the digital age.
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