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Abstract

Legal risk management is the key to success for modern companies to continue their
business journey. In a business environment that is increasingly complex and strictly
regulated by various legal rules, companies need a proactive approach to identify, assess,
and manage their legal risks. This research uses the literature review method as its basis.
The results show that effective implementation of legal risk management can help
companies comply with legal requirements, avoid unnecessary costs, and maintain a good
business reputation. In addition, by integrating legal risk management strategies into the
overall business strategy, companies are able to focus more on business innovation and
growth. The conclusion is that by proactively managing legal risk, companies can not only
prevent potential threats before they become serious problems, but also increase
flexibility and adaptability in the face of ever-changing market dynamics. This strategy
ultimately establishes a solid foundation for achieving long-term sustainability and growth.
Keywords: Management, Legal Risk, Strategy, Business Sustainability.

Introduction

In the modern era where businesses are faced with complex challenges and
uncertainties, companies are required to be able to anticipate various risks that can affect
their operational continuity and resilience. One significant risk that is often
underestimated is legal risk.

Legal risk management is a measurable process undertaken by companies to
identify, assess and control legal risks that could affect their business and operations. This
process includes monitoring regulatory compliance, contract monitoring, lawsuit
prevention, and intellectual property protection (Gammelin, 2023). By implementing
appropriate policies and regulations, companies are able to detect potential legal risks
early, take appropriate countermeasures, and ensure compliance with all relevant
regulations, thereby avoiding financial losses, reputational damage, and adverse operating
constraints (Musumali & Qutieshat, 2022). As a result, legal risks cover a wide range of
aspects, from regulatory compliance, contracts, lawsuits, to intellectual property issues.
Failure to manage these risks can lead to huge losses, reputational damage, and even
bankruptcy (Qutieshat & Musumali, 2022).
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Therefore, managing legal risks in business is very important and cannot be
ignored, especially in modern times with increasingly complex and strict rules. Legal risk
management provides a systematic framework to recognise and assess legal threats that
may arise from various sources such as government regulations, business contracts,
litigation, or ethical compliance needs (Benvenuto et al., 2020). By implementing effective
legal risk management, businesses can minimise the likelihood of being exposed to costly
fines, sanctions, or lawsuits that could affect the financial health and operations of the
company. In addition, compliance with applicable laws and rules helps build the reputation
of a trusted and responsible business in the eyes of customers, business partners, and
other stakeholders (Dogan & Yazici, 2023).

Legal risk management is a strategic tool for companies to proactively navigate a
dynamic and challenging business environment. With this approach, companies are able
to design and implement policies and procedures that minimise exposure to potential legal
risks (Yazict & Dogan, 2023). For example, through regular training for employees on legal
and ethical compliance, internal compliance audits, and monitoring regulatory changes
that may affect the business. As a result, companies not only protect their assets and
integrity but also build a solid foundation for long-term growth and sustainability in an
increasingly competitive global market (Russo et al., 2020).

In the current era, the presence of increasingly stringent regulations, both at the
national and international levels, adds to the complexity of managing legal risks.
Companies need to ensure that they comply with various relevant legal provisions so that
they are not caught up in incidents that can have a negative impact on the business. Cases
such as environmental offences, employee rights violations, or contract disputes show
that non-compliance with the law can disrupt business operations and damage a
company's reputation (Kutame et al., 2022).

In addition, in the era of globalisation, companies often have to operate in multiple
jurisdictions with different legal regulations. This adds to the challenge of managing legal
risk. Differences in legal regulations and standards between countries can create
ambiguity that impacts business operations and strategies. Therefore, companies need to
develop effective legal risk management strategies to ensure they can operate smoothly
and sustainably in various markets (Ochara et al., 2022).

Effective legal risk management not only involves identifying and mitigating risks,
but also requires a proactive and systematic approach. Companies need to implement
policies and procedures that detect legal risks early, take appropriate corrective actions,
and monitor compliance on an ongoing basis (Markopoulos et al., 2023). Thus, legal risk
management can be an integral part of a business sustainability strategy.

Therefore, this study intends to investigate in more depth the relationship between
legal risk management and long-term business continuity, and identify the most effective
legal risk management strategies to protect companies from legal threats while helping
them achieve their business goals.
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Research Methods

The study conducted in this research uses the literature research method, which is
a systematic process of searching, evaluating, and analysing previously published
information through various sources such as books, scientific journals, conference papers,
articles, and other documents relevant to a particular research topic. This method is often
used to summarise existing knowledge, identify research gaps, and provide a theoretical
basis for further research. (Firman, 2018); (Suyitno, 2021); (Jelahut, 2022).

Results and Discussion
Basic Theory of Legal Risk Management

Legal risk management is a systematic process to identify, evaluate, and control
potential legal risks that an organisation may face. Legal risks include any event that may
lead to legal consequences such as litigation, regulatory fines, or reputational damage
(Guan, 2024). To manage these risks, organisations need to identify existing risks, analyse
theirimpact, and develop mitigation strategies that include the implementation of internal
policies, employee training, and compliance with applicable regulations (Kalogiannidis et
al., 2023).

Basic concepts in legal risk management include risk identification where
organisations map out potential areas that could lead to legal issues. Risk evaluation is
carried out by estimating the likelihood of an event occurring as well as its impact. After
that, mitigation strategies are implemented, which can include creating internal policies
and procedures that support legal compliance, training and educating employees, and
implementing technology to assist with compliance monitoring and reporting. The
ultimate goal of legal risk management is to minimise the potential financial, operational
and reputational losses that could arise from legal issues (Nikolaou et al., 2023).

The key components of legal risk management begin with risk identification, which
is the process of identifying and documenting potential sources of risk that could impact
an organisation's operations and legal compliance. At this stage, organisations should
conduct a thorough analysis of the business context, including the relevant legal and
regulatory environment (Lutz et al., 2021). Frequently used approaches include contract
reviews, compliance audits, and mapping business processes that may have legal
vulnerabilities. Comprehensive identification helps in determining critical focus areas that
require further attention (Seaman & Gioia, 2023).

After identifying the various legal threats that may be faced, the next step is to
evaluate and analyse these risks in depth. At this stage, each observed risk will be assessed
for its likelihood of occurrence and impact on the organisation. Evaluation methods can
include both qualitative and quantitative assessments, such as estimating the likelihood,
formulating scenarios of various possibilities, and even modelling the losses that could be
incurred (Rouco & Figueiredo, 2024). By understanding how severe and frequent the risks
are, organisations can establish appropriate mitigation measures. This analysis also
considers applicable laws and regulations and determines the extent to which the risk can
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be accommodated or avoided through organisational policies and strategies (Heuer &
Bayer, 2022).

The final component is risk control and mitigation, which involves planning and
implementing actions to reduce the impact or likelihood of the risk occurring. Mitigation
strategies can include issuing and enforcing compliance policies, training and socialisation
for all employees, strict internal audit and monitoring systems, and even the use of
technology to monitor and ensure real-time legal compliance (Laube, 2022). In addition,
insurance can also be part of the mitigation strategy to cover financial losses due to
lawsuits. The whole process ends with continuous monitoring and iteration to ensure that
risk management strategies are effectively executed and adapted to dynamic changes in
the rule of law (Sadgrove, 2020).

To conclude, legal risk management is an essential and ongoing process for any
organisation to identify, evaluate, and control risks related to legal and regulatory aspects.
This process begins with identifying various risks to identify and document the various
legal threats that may arise. This is followed by risk evaluation and analysis, where the risks
are assessed based on their likelihood of occurrence and impact on the organisation.
Finally, the organisation implements strategies to control and mitigate the risks, which
include various protective measures, including compliance policies, training, and the use
of technology. Thus, effective legal risk management can help organisations minimise
potential losses, comply with regulations, and maintain their business integrity and
reputation in a dynamic market.

Business Sustainability

Business sustainability is a strategic approach taken by organisations to ensure that
their operations not only meet the needs of the present but also do not compromise the
ability of the next generation to meet their needs. It includes corporate social
responsibility (CSR), environmental stewardship, and economic justice (Ghobadi & Ostadi,
2024). The concept of business sustainability emphasises the importance of a balance
between economic growth, preserving the environment, and ensuring social welfare,
collectively known as the three main pillars: economic, environmental, and social (Ostadi
& Ghobadi, 2024).

The elements of business sustainability can be divided into several important
categories. Firstly, economic includes responsible financial practices, operational
efficiency, and sustainable product and service innovation. Organisations must ensure
long-term profitability without harming the ecosystem in which they operate. Secondly,
environment relates to efforts to reduce carbon footprint, wise management of natural
resources, waste reduction, and investment in renewable energy. These environmentally
friendly practices not only help preserve the environment but also often lead to cost
efficiencies and a better reputation for the company (Petrova, 2024).

Third, the social element includes responsibilities towards workers, communities,
and society at large. This includes the welfare of workers, fairness in wages and
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employment opportunities, community empowerment programmes, and the protection
of human rights. Companies committed to social sustainability usually create a better
working environment, increase worker loyalty, and gain the trust and support of the public
(Moore, 2020). Overall, business sustainability not only improves overall organisational
performance but also creates long-term value for all stakeholders (Denhere & Moloi, 2022).

Risk management and business sustainability have a close and mutually supportive
relationship. Risk management is a proactive process of identifying, analysing and
mitigating risks that may hinder the achievement of organisational goals. In the context of
business sustainability, risk management plays an important role in addressing threats to
economic, environmental, and social balance (Kariuki & Amuya, 2024). For example, risks
related to climate change, environmental regulations, or social demands can affect a
company's operations and brand reputation. By implementing appropriate risk
management measures, companies are able to effectively manage these potential threats
and thus maintain long-term sustainability (Moskové & Buganovd, 2023).

In addition, business sustainability also helps in reducing risks arising in various
operational and strategic aspects of the company. Sustainability practices such as energy
efficiency, waste reduction, and equalisation of workers' welfare not only enhance the
company's positive image but also reduce financial, legal, and reputational risks (CALDER,
2021). The integration of risk management and business sustainability enables companies
to respond more adaptively to external changes, minimise possible negative impacts and
maximise opportunities arising from the global trend towards more sustainable
businesses (Petrova, 2024). Thus, these two concepts complement each other in creating
long-term value for the company and all its stakeholders.

Legal Risk Management Strategy

Alegal risk management strategy is a systematic approach taken by an organisation
to identify, assess and manage risks related to legal aspects that have the potential to
affect business operations and sustainability. The first step of the strategy is to identify
legal risks (Andresen, 2023). This involves an in-depth review of all operational and
business activities to identify potential legal risks such as breach of contract, regulatory
non-compliance, litigation, and third-party claims. In-house legal teams or external
consultants can work with various divisions to thoroughly understand these potential risks
(Doering, 2023).

Once the risks have been identified, the next step is to evaluate and assess the
complexity and likelihood of each risk. This often involves analysing the likelihood of a legal
incident occurring and the impact on the company in financial, reputational and
operational terms (Bulut, 2024). A risk matrix can be used to assist in this evaluation by
categorising risks based on their level of complexity. This information is important for
prioritising mitigation efforts and providing focus on those risks that are deemed to have
the most impact on the organisation (Aldaas, 2022).
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The third step in the legal risk management strategy is to develop and implement a
mitigation plan. This can include actions such as redrafting and reviewing contracts,
strengthening internal compliance policies, training employees on legal rules, and
insurance arrangements to protect against potential losses (Ngwira & Qutieshat, 2023).
Developing strong policies and procedures to ensure that all business operations comply
with applicable laws is an important part of risk mitigation. In addition, establishing an
emergency response team to handle legal issues can help organisations respond
effectively if legal risks do arise (Lu & Teoh, 2022).

Finally, regular monitoring and review is an important part of a legal risk
management strategy. Legal risks can change in line with changes in the regulatory,
business or external environment, so it is important to ensure that the risk management
strategy is up-to-date. Regular reviews of policies, procedures and legal documents as well
as conducting compliance audits can help recognise potential issues early and ensure that
mitigating actions remain effective. With a proactive and continuous approach, companies
can minimise the impact of legal risks and maintain their business continuity and
sustainability (Arstad & Aven, 2020).

In conclusion, a legal risk management strategy is a critical process that involves
identifying, evaluating, mitigating and monitoring legal risks that have the potential to
impact business operations and success. Through proper recognition and assessment of
the complexity and likelihood of risks, organisations can prioritise the most relevant and
effective mitigation efforts, such as contract reviews, compliance training, and drafting
robust policies. Furthermore, regular monitoring and review ensures that the strategy
remains responsive to changes in the legal and business environment. As such, the
implementation of this strategy enables companies to be better prepared for legal
challenges and minimise negative impacts, thereby maintaining long-term business
stability and sustainability.

Implications for Business Sustainability
Legal risk management is an important aspect in running effective business

operations. By identifying and minimising potential legal issues early on, companies can
avoid obstacles such as litigation, fines, and other losses that could potentially disrupt
business operations. This allows companies to focus on business growth without
interruptions due to unexpected legal issues (Aven & Karatzoudi, 2024). For example,
careful drafting of agreements and implementation of strict compliance policies can
prevent costly and time-consuming legal disputes (Jain et al., 2020).

In addition, good legal risk management can also improve the company's image in
the eyes of various stakeholders such as customers, employees, and business partners.
When a company has demonstrated adequate legal risk control, this reflects that the
company operates with integrity and responsibility (Cordias et al., 2024). As a result, trust
in the company increases, which in turn provides various benefits such as increased
customer loyalty, attraction of potential talent, and ease in obtaining investors. Thus,
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effective legal risk management not only protects the company from potential threats but
also creates a solid foundation for sustainable growth in the future (Ha, 2020).

The long-term impact on business image is significant and determines the survival
of a company. A negative image has the potential to reduce the trust of consumers,
business partners, and other stakeholders, which in turn can lead to a decrease in market
share and revenue. Widespread bad news through mass and social media can damage a
company's image, making customers hesitant to transact and switch to competitors (Naik
& Prasad, 2022).

Moreover, maintaining a good image is not only important to retain customers but
also to attract the best talent in the industry. Prospective employees tend to favour
companies with a positive publicimage. Ultimately, a good image can be a key competitive
advantage, helping companies survive difficult economic situations and even facilitating
expansion into new markets (Prasad & Naik, 2022). Conversely, a damaged image can lead
to operational disruptions, litigation and regulatory sanctions that jeopardise business
continuity (Ramesh, 2022). Therefore, maintaining and enhancing business image should
be a strategic priority for company management.

Conclusion

Effective legal risk management is a central element in maintaining the integrity,
viability, and long-term growth of a company. By identifying, evaluating, and controlling
possible legal risks, companies can address potential threats before they turn into serious
problems. This proactive approach allows companies to not only comply with regulations
and laws, but also maintain good reputation, prevent adverse litigation, and reduce costs
that may arise due to legal violations.

In addition, structured legal risk management can give companies a competitive
advantage. By ensuring that the company operates within the right legal framework,
management can focus on innovation and business development without being distracted
by unforeseen legal issues. This strategy also allows the company to be more responsive
to changes in government regulations and policies, making it more flexible and adaptive
in dealing with market dynamics. As such, legal risk management is an important
foundation for solid business continuity and sustainable growth.
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