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Abstract
In the era of globalisation and intense business competition, legal risk
management is one of the main keys to ensuring the sustainability and success of
a company. The study in this research uses the literature research method. The
research found that the four strategies are interrelated and must be implemented
simultaneously to achieve effective legal risk management. Firstly, the study
revealed that the presence of a solid compliance programme is an important basis
for identifying and managing legal risks. Next, it was found that technology
integration helps in monitoring compliance and reacting to legal changes faster.
Collaboration with legal and technology experts was found to not only provide
access to specialised insights on the latest regulations, but also help in devising
effective strategies to address legal risks. Finally, building a culture of compliance
at all levels of the organisation is necessary to ensure successful implementation
of legal strategies. The research concludes that, through the implementation of
such a set of strategies, companies can reduce legal risks and their implications,
help maintain reputation, and increase stakeholder trust. Hence, a comprehensive
approach to legal risk management is necessary to facilitate sustainable business
growth in an uncertain environment.
Keywords: Strategy, Legal Management, Business Environment, Legal Risk.

Introduction

In the current era of globalisation marked by the rapid development of digital
technology and increasingly fierce business competition, business people are faced with
new challenges in managing various risks including legal risks (Slorach et al., 2023).
Awareness of the importance of implementing the right legal management strategy is
starting to be felt as a necessity for business continuity. Every step and decision taken
in the business line has the potential to generate various legal consequences that can
have a major impact on the Company's operations and sustainability (Alparslan, 2024).
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Reliable legal management is the main key to smooth business processes and
company stability. The implementation of a careful and responsive legal management
strategy not only serves as a protection against various legal risks that may arise, but
also as a support for the realisation of overall business objectives (Grant, 2024). In the
midst of the competitive dynamics and rapid regulatory changes of the digital era, the
ability to identify, analyse, and proactively respond to legal challenges is a determining
factor for the company's success in moving forward or falling down (Rasethuntsa, 2021).

In addition, solid legal management contributes greatly to the establishment of
a strong corporate reputation in the eyes of customers, investors, and regulators. A
reputation as an entity that complies with regulations and has good ethics in doing
business not only increases customer trust and loyalty, but also facilitates the licensing
process, obtaining funding, and opening up opportunities for cooperation with other
parties (Makeieva & Shapenko, 2021). Therefore, legal management is not just about
managing risk and compliance, but also a proactive strategy to create additional value
and competitive advantage for the company in the long run.

The ever-changing legal rules, the complexity of business rules, and the
possibility of disputes are some of the things that urge companies to think about and
implement legal management strategies effectively. Legal risks not only come from
outside the company but can also come from within, such as contractual errors,
violations of intellectual property rights, compliance issues with industry standards, and
potential failures in maintaining information confidentiality (Judijanto & Muhtadi, 2024).

Unstructured legal risk management can result in significant financial losses for
a company, lower their reputation, and even jeopardise business continuity. Large fines,
legal fees, court costs, and compensation to third parties can absorb company
resources (Lian, 2024). This will not only reduce profits, but can also disrupt cash flow
and investment for their business development. In some cases, especially for small and
medium-sized enterprises, these financial burdens may force companies to cut
operating budgets to a degree that jeopardises business continuity (Zadnieprovska,
2021).

In addition to the financial impact, legal consequences can damage a company's
reputation and stakeholder trust. News of lawsuits, regulatory violations or compliance
failures can quickly spread in this digital information age (Mitchell, 2024). Customers,
investors and business partners may think twice about continuing their relationship
with a company that has a poor legal track record. A tainted reputation is difficult to
repair and the costs of this loss of trust are often greater and more long-term than the
immediate financial costs (DiMatteo, 2021).

On the other hand, legal consequences can cause strategic harm to the
company. For example, in the case of intellectual property rights infringement,
companies may lose exclusive rights to their products or services, which means losing
competitive advantage in the market (Magdanov, 2022). Furthermore, lawsuits or
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regulatory violations may result in operational restrictions. For example, environmental
offences may result in the temporary or permanent closure of production facilities. Such
consequences will not only disrupt day-to-day operations but may also hinder the
company's future expansion and growth strategies (Abbas, 2023).

On the other hand, companies that have good legal risk management can
identify, analyse, and control legal risks in a proactive manner thereby creating a
competitive advantage in an increasingly uncertain business environment (DeMello,
2020).

Therefore, the study in this research is to deepen the legal risk management
strategies that have been implemented and their effectiveness in protecting companies
from legal risks. This research aims to fill the gap in the existing literature by providing
a practical approach based on theory and real application examples, as well as
contributing to the practice of legal risk management in the business world.

Research Methods

The literature research method is a research approach that collects, compiles,
and analyses data from written sources such as books, journal articles, news, and other
documentation relevant to the research topic. This research is conducted by identifying,
compiling, and analysing various data that has been available to gain a deeper
understanding of a topic or problem. The research flow in the literature study method
involves systematic research stages, starting from data collection, data identification,
data compilation, to data analysis relevant to the research objectives. (Nurdiana, 2020);
(Robbani, 2022); (Syawie, 2005).

Results and Discussion
Risk Management Theory

Risk management is the process of identifying, analysing, assessing, controlling
and handling potential risks that may affect the resources or achievement of the
objectives of an organisation, company or project. The core concept of risk
management is to anticipate and reduce the adverse impact of possible uncertainties
on organisational objectives (Nwokike, 2021). This process includes recognising
potential risks, determining strategies to address those risks, and implementing and
monitoring those strategies to ensure the effectiveness of risk control. With risk
management, organisations can reduce financial losses, ensure operational stability,
and maintain reputation and stakeholder trust (Mattos et al., 2022).

Risk management begins with the process of identifying risks that an
organisation may face. Risks can come from various sources, such as financial,
operational, reputational, technological, natural, and legal risks. Once the potential risks
are identified, the next step is to assess and analyse the risks based on their likelihood
of occurrence and possible impact. Risk assessment enables organisations to prioritise
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risks and make informed decisions about which risks are most urgent to address
(Chijikwa, 2023).

The risk management strategies chosen are very diverse, ranging from avoiding
risks, accepting risks, reducing risks, to transferring risks. The selection of such
strategies should be based on a rigorous risk assessment and careful consideration of
the costs and benefits of each option (Seyi-Lande & Onaolapo, 2024). Finally,
implementing risk management requires regular monitoring and review to ensure that
risk management actions are effective and still relevant to changing risk situations.
Through a structured and systematic approach, risk management helps organisations
to be more resilient and flexible in the face of uncertainty (Grant, 2024).

Furthermore, it is important to understand that risk management is not just
about avoiding risks, but also about capitalising on opportunities that may develop from
uncertain situations. In this context, risk management involves striking a balance
between mitigating risks and leveraging opportunities that can optimise value for the
organisation (Ovcharuk, 2021). This process demands long-term strategic thinking to
anticipate changes in the organisation's external and internal environments and rapid
market dynamics. Therefore, risk management must be flexible and adaptable, allowing
organisations to quickly adjust their strategies and practices according to changing
situations (Jones et al., 2022).

Information technology and data analysis play a key role in modern risk
management, enabling organisations to collect and analyse big data about risks more
quickly and precisely. The integration of risk information systems facilitates effective
communication between divisions within the organisation and enables data-driven
decision-making. With the help of technology, organisations can better detect risk
patterns that may be invisible to human observation alone, enabling more proactive
preventive or corrective actions (Mozgova et al., 2021).

Engagement and commitment at all levels of the organisation are also crucial to
successful risk management. From the top leadership to employees at the operational
level, all members of the organisation must understand risk management policies and
procedures, as well as their role in supporting organisational objectives (Ludiya et al.,
2022). A healthy risk culture, where risk is perceived as an integral part of strategic and
operational decisions, helps ensure that risk management is natural and effective
(Dathe et al., 2023). Thus, risk management becomes a driving force that not only
protects organisational value but also maximises it amidst a world of uncertainty.

Legal Risk Management

Legal risk management is one of the most important aspects of risk management
for an organisation. It aims to identify, analyse, and handle various legal risks that can
affect the operational activities and integrity of the organisation (Breslin, 2023). Legal
risks can come from various sources such as regulatory non-compliance, intellectual
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property rights issues, breach of contract, and the threat of lawsuits. Amidst the
complexity of the business environment and increasingly stringent law enforcement,
planning and managing legal risk is essential to ensure compliance and protect
organisational assets and reputation (Moore & Enderwick, 2022).

A proactive approach to legal risk management includes an in-depth
understanding of regulations related to business activities. This includes regular
monitoring and evaluation of regulatory changes, jurisprudential developments, and
new legal interpretations that may affect business strategies (Santoso, 2021).
Organisations need to build an effective early warning system to detect potential legal
issues before they escalate into severe problems. This can be achieved by close
cooperation between the legal department and other business units to ensure
understanding and implementation of policies and procedures in accordance with laws
and regulations (Tengtarto, 2020).

Legal risk mitigation strategies should be tailored to the specific needs of each
organisation, including by carefully drafting contracts, conducting legal compliance
training for employees, and strategically handling disputes. Dispute resolution
procedures also need to be designed to minimise the potential for lawsuits and optimise
outcomes in the event of a dispute (Hlushenkova, 2022). Procuring legal insurance can
be considered as one of the risk mitigation strategies to protect the company from
financial losses due to lawsuits. It is important for companies to openly discuss legal
risks with internal and external legal counsel to obtain comprehensive input and
recommendations (Wang, 2024).

Finally, legal risk management should be integrated with the organisation's
strategic planning and decision-making processes. With effective communication of
legal risks between organisational functions, companies can more quickly capture legal
changes and be prepared for potential future disputes (Masenya, 2022). A strong
commitment from organisational leaders to promote a culture of compliance and high
work ethics is also key to building a good legal risk management programme. Through
a comprehensive and dynamic approach, organisations are able to reduce legal risks and
maximise opportunities for future growth and sustainability (Abakumova et al., 2022).

As such, effective legal risk management is an important key to sustaining a risk
management structure capable of identifying, analysing and mitigating risks related to
the legal aspects of business activities. Proactive strategies in monitoring legislative
changes and legal trends, similar to thorough contract drafting and conducting
compliance training are urgently needed to underpin the reduction of legal risk
exposure. Deep integration of legal risk management into the organisation's strategic
decision-making process will ensure regulatory compliance, protect assets and maintain
reputation. Finally, the active involvement of top management and efforts to build a
work culture that promotes ethics and regulatory commitment will strengthen the
organisation's foundation in the face of future legal challenges. With this approach,
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organisations can not only mitigate risks but also position themselves for opportunities
and sustainable growth.

Factors Affecting Legal Management in Companies

Several factors affecting corporate legal management are complex and
interrelated, creating a complicated but important situation to manage well. Firstly,
changes in regulations and rules are a major factor affecting legal management (Nilsson,
2024). As the social, economic, and political environment evolves, new rules are
constantly being introduced and changed, forcing companies to continuously adjust
their compliance and legal risk strategies. This challenge requires consistent monitoring
and careful interpretation of legal changes to ensure ongoing compliance and mitigate
risks (Baesu & Bejinaru, 2020).

Second, market globalisation also has a major impact on corporate legal
management. As companies expand their operations to different countries, they are
faced with the legal complexities of different jurisdictions. Differences in legal systems,
business practices, and compliance norms create major challenges in ensuring that
international operations are not only efficient but also meet the legal standards of each
country. This requires not only in-depth legal expertise but also an understanding of
local culture and politics (Pressman, 2021).

Third, information technology also has a significant influence on legal
management in companies. In today's digital age, issues such as data security, online
privacy, and digital intellectual property rights are becoming increasingly important
(Hafurova & Marchenko, 2021). This requires companies to not only regularly update
their legal knowledge of information technology and cyber law, but also prepare robust
legal strategies to protect their digital assets and comply with strict data regulations
(Veiksa, 2022).

Finally, internal factors, such as corporate culture and resources, also play an
important role in legal management. A corporate culture that supports compliance and
transparency can strengthen legal risk management initiatives and ease the
implementation of legal policies and procedures. Meanwhile, the availability of
resources, including legal and financial expertise to invest in compliance activities,
determines how effectively legal risk management strategies can be implemented.
Therefore, commitment from the top to support the legal function and prioritise
compliance is key.

Essentially, these external and internal factors influence how companies manage
legal challenges and ensure compliance. A holistic and proactive approach in dealing
with these factors is essential to minimise risk and optimise long-term success.

Legal Management Strategies for Risk Reduction
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Risk mitigation is animportant part of legal management to maintain compliance
and protect business assets and reputation. One of the key strategies is to implement a
complete compliance programme that includes clear policies and procedures, regular
training for employees, and internal audits to ensure all aspects are in line. With a well-
thought-out compliance framework, companies can identify potential legal risks early
and take anticipatory steps (Huang, 2023).

The application of technology can also be another effective strategy in mitigating
legal risks. For example, implementing document automation solutions and breach
detection systems can help make data management more efficient and reduce
potentially unlawful human errors. These systems can also provide real-time analysis of
compliance and risk, enabling companies to take corrective action more quickly when
potential violations are detected (Wang, 2024).

In addition, cooperation with external parties such as legal and technology
consultants is also an important aspect of legal risk mitigation strategies. External
professionals can provide objective and up-to-date viewpoints on changes in legal
regulations and assist with the implementation of the latest technology. Legal
consultants can also assess legal risks related to business operations and help draft and
negotiate agreements that take into account potential future legal risks (WU & TANG,
2021).

Finally, the strategy of developing a compliance culture in the company is equally
important. Leadership should actively promote the importance of compliance and
integrity. Through effective communication and ongoing training, employees will better
understand their role in managing legal risks and be more likely to report irregularities.
The establishment of this positive culture not only reduces the incidence of misconduct
but also improves employee morale and strengthens the company's image in the eyes
of customers and stakeholders (Dickson & Isaiah, 2024).

Effective implementation of these strategies can mitigate legal risks and put
companies in a better position to face unexpected legal challenges, ultimately
contributing to sustainable business success (Awan & Awais, 2023).

In conclusion, legal risk management is an important component of business
management that requires a multi-dimensional approach. It is not only limited to the
implementation of a comprehensive compliance programme, but also involves the use
of advanced technology, collaboration with external consultants, and the development
of a corporate culture that supports compliance. By integrating these strategies,
companies can more efficiently identify, analyse and manage legal risks. These measures
not only help in minimising the threat of sanctions and financial losses but also in
maintaining reputation and business integrity. In the long run, a comprehensive and
proactive approach to legal management and risk reduction is an important investment
that supports business growth and sustainability.
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Conclusion

The legal management strategies in the business environment outlined in this
research highlight four key approaches to managing and addressing legal risks. First, the
study emphasises the importance of building and maintaining a robust compliance
programme. The study shows that companies that have an established compliance
framework, including internal policies, regular training for employees, and ongoing
audits, are able to identify and respond more quickly to potential legal issues and
prevent them.

Secondly, the study shows that the integration of technology in the legal
management process provides significant advantages. The use of technologies such as
document management software, artificial intelligence for compliance monitoring, and
predictive analytics can improve efficiency and reduce errors or omissions that could
potentially lead to legal issues. These technologies allow companies to access up-to-
date data and take corrective action quickly.

Third, collaboration with legal and technology consultants also plays an
important role in dealing with legal risks. These experts help in navigating legal
complexities, predicting regulatory changes, and providing recommendations based on
best practices. The research found that their involvement in drafting policies and
procedures and in contract negotiations can reduce the risk of business-critical
mistakes.

And fourth, the research also emphasises the need to create and maintain a
culture of compliance within the company. From management to employees, every
individual must understand and appreciate the importance of compliance to protect the
company's assets and reputation. The research shows that effective engagement and
communication of these values by company leaders greatly influences the success of
compliance programmes.

In summary, the research explores practical and integrated legal management
strategies that companies can adopt to minimise legal risks. These approaches
demonstrate how a robust compliance programme, the use of technology,
collaboration with consultants, and a healthy compliance culture can contribute to
establishing a resilient legal management framework in an increasingly dynamic and
challenging business environment.
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