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IN CORPORATE LEGAL RISK MANAGEMENT: A GOVERNANCE AND ACCOUNTABILITY FRA-
MEWORK

ARTIFICIAL INTELLIGENCE 

INTELIGENCIA ARTIFICIAL EN LA GESTIÓN DEL RIESGO LEGAL CORPORATIVO: UN MARCO DE GOBER-
NANZA Y RESPONSABILIDAD

ABSTRACT

The acceleration of the regulatory requirement, globaliza-
tion of operations and digital transformation has increased 
the corporate vulnerability to legal risk. The current legal 
risk management methods which are mostly reactive and 
manual fail to handle the scale and complexity of the mo-
dern legal and compliance issues. Corporations are in turn 
moving towards artificial intelligence (AI) more and more as 
a method of improving legal risk identification, evaluation, 
and reduction. The paper explores the ways of using AI to 
balance the control of corporate legal risk and governance, 
accountability, and ethical responsibility. Using a qualitati-
ve and conceptual research of the existing literature, the 
study examines the major types of corporate legal risk such 
as regulatory compliance, contractual risk, litigation expo-
sure, governance failures, and data protection issues. The 
paper examines AI applications within the corporate legal 
functions, including natural language processing, machine 
learning, and predictive analytics, and puts into the limeli-
ght, how these applications can be used to facilitate proac-
tive and predictive risk management. Meanwhile, the paper 
critically considers the issues related to the use of AI such 
as algorithmic bias, transparency, threats to privacy, and 
legal accountability ambiguity. To resolve the challenges 
a conceptual framework is suggested, which incorporates 
the AI capabilities in the corporate level of legal risk ma-
nagement in a regulation-focused and ethically sound fra-
mework. The article adds to the literature because it offers 
a comprehensive view of AI-sensitive law risk management 
and offers useful data that corporations should consider in 
terms of finding the balance between innovation and legal 
accountability.
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RESUMEN

El aumento de las exigencias regulatorias, la globalización 
de las operaciones y la transformación digital han incre-
mentado la vulnerabilidad de las empresas frente al riesgo 
legal. Los métodos actuales de gestión del riesgo legal, 
que son en su mayoría reactivos y manuales, resultan in-
suficientes para afrontar la magnitud y complejidad de los 
problemas legales y de cumplimiento normativo contempo-
ráneos. En consecuencia, las empresas recurren cada vez 
más a la inteligencia artificial como medio para mejorar la 
identificación, evaluación y reducción de los riesgos lega-
les. El artículo explora las formas de utilizar la inteligencia 
artificial para equilibrar la gestión del riesgo legal corpo-
rativo con la gobernanza, la rendición de cuentas y la res-
ponsabilidad ética. Mediante una investigación cualitativa 
y conceptual de la literatura existente, el estudio examina 
los principales tipos de riesgo legal corporativo, entre ellos 
el cumplimiento normativo, el riesgo contractual, la exposi-
ción a litigios, las deficiencias de gobernanza y los proble-
mas relacionados con la protección de datos. Asimismo, 
analiza las aplicaciones de la inteligencia artificial en las 
funciones jurídicas corporativas, incluido el procesamiento 
del lenguaje natural, el aprendizaje automático y el análi-
sis predictivo, y examina cómo estas tecnologías pueden 
facilitar una gestión proactiva y predictiva de los riesgos. 
Paralelamente, el estudio considera de manera crítica los 
desafíos asociados con el uso de la inteligencia artificial, 
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como el sesgo algorítmico, la falta de transparencia, las 
amenazas a la privacidad y la ambigüedad en torno a la 
responsabilidad jurídica. Para abordar estos desafíos, se 
propone un marco conceptual que integra las capacida-
des de la inteligencia artificial en la gestión del riesgo le-
gal corporativo desde una perspectiva centrada en la re-
gulación y fundamentada en principios éticos. El artículo 
contribuye a la literatura al ofrecer una visión integral de la 
gestión del riesgo legal apoyada por la inteligencia artifi-
cial y aporta elementos de utilidad para que las empresas 
puedan encontrar un equilibrio entre la innovación y la res-
ponsabilidad jurídica.

Palabras clave: 

Inteligencia artificial, riesgo legal corporativo, gestión del 
riesgo legal, gobernanza corporativa, cumplimiento nor-
mativo, tecnología jurídica, análisis predictivo, gobernanza 
ética.

INTRODUCTION

Contemporary corporations operate within an increasin-
gly complex legal and regulatory environment shaped 
by rapid technological development, the globalization of 
business activities, and heightened regulatory scrutiny. 
Legal risks arising from regulatory non-compliance, con-
tractual breaches, data protection violations, litigation, 
and corporate governance failures can generate substan-
tial financial losses, reputational damage, and operational 
disruption. Traditional approaches to corporate legal risk 
management, which frequently depend on manual review, 
reactive compliance mechanisms, and fragmented le-
gal processes, may be insufficient to address the scale, 
complexity, and speed of contemporary legal challenges. 
Consequently, corporations are increasingly exploring ar-
tificial intelligence as a strategic resource for strengthe-
ning the identification, assessment, monitoring, and miti-
gation of legal risks.

Artificial intelligence technologies, including machine 
learning, natural language processing, and predictive 
analytics, offer significant opportunities to transform cor-
porate legal risk management. These technologies can 
process large volumes of legal and regulatory informa-
tion, monitor regulatory developments, identify potentia-
lly problematic contractual provisions, detect patterns 
of risk, and support decision-making in compliance and 
governance processes. Previous studies indicate that 
technology-supported systems can facilitate a transition 
from predominantly reactive approaches toward more 
proactive and predictive forms of legal risk management, 
allowing organisations to identify potential threats before 
they develop into costly disputes, compliance failures, or 
regulatory sanctions (Alotaibi, 2023; Parimi & Yallavula, 
2023). This capacity is particularly relevant to multinatio-
nal corporations operating across multiple jurisdictions 
and facing diverse and continuously evolving regulatory 
requirements (Mayienga et al., 2024).

Despite these potential benefits, the increasing incorpo-
ration of artificial intelligence into corporate legal func-
tions also introduces new forms of risk and responsibili-
ty. Its application may generate significant governance, 
accountability, and ethical challenges, particularly when 
algorithmic processes influence or support decisions 
with legal consequences (Chiu & Lim, 2021; Hickman & 
Petrin, 2021). Algorithmic bias, limited transparency and 
explainability, risks to data privacy, and uncertainty con-
cerning legal responsibility are among the principal con-
cerns associated with the responsible implementation of 
these technologies. Corporations must therefore balance 
the efficiency and analytical capabilities offered by artifi-
cial intelligence with governance mechanisms capable of 
ensuring compliance with legal requirements and ethical 
standards (Kappel, 2024; Scherer, 2016).

Recent literature reflects growing interest in technolo-
gy-supported compliance and governance systems and 
their potential to strengthen regulatory compliance and 
corporate responsibility. Applications of artificial intelli-
gence have been associated with enhanced compliance 
monitoring, fraud detection, anomaly identification, and 
risk-informed decision-making in highly regulated sectors, 
including the oil and gas industry (Mbonigaba et al., 2025; 
Solanke et al., 2024). At the same time, developments in 
legal technology are transforming the organisation and 
delivery of legal services by incorporating technology-su-
pported tools into both corporate legal departments and 
external legal service providers (Armour & Sako, 2020; 
Veith et al., 2016). These developments illustrate a broader 
transformation in the way legal risk is identified, assessed, 
and managed within organisations.

Corporate legal risk can be understood as the possibility 
that an organisation will experience financial loss, reputa-
tional damage, legal liability, or operational disruption as 
a consequence of regulatory non-compliance, contractual 
breaches, litigation, failures in corporate governance, or 
other legally significant events. Legal risk forms part of the 
broader enterprise risk management environment becau-
se corporations operate within complex legal frameworks 
governing areas such as corporate activity, employment, 
data protection, competition, environmental responsibility, 
and financial reporting. The scale and complexity of these 
risks have increased as corporations expand internationa-
lly and integrate digital technologies into their operations 
(Mayienga et al., 2024). From a governance perspective, 
legal risk extends beyond exposure to external regulatory 
requirements and encompasses internal decision-making, 
organisational controls, accountability, and ethical res-
ponsibilities. Chiu & Lim (2021) argue that corporate legal 
risk should be considered within a broader framework of 
corporate responsibility in which boards and senior mana-
gement are responsible not only for compliance with legal 
requirements but also for the responsible adoption and 
oversight of emerging technologies. This perspective po-
sitions legal risk management as a strategic governance 
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function rather than merely a reactive legal or compliance 
activity.

Regulatory and compliance risk arises when corporations 
fail to comply with applicable laws, regulations, standards, 
or regulatory requirements. Such exposure is particularly 
significant in highly regulated sectors and for multinatio-
nal corporations operating across multiple jurisdictions. 
Regulatory frameworks continue to evolve in areas such 
as data protection, financial regulation, environmental 
standards, and the governance of artificial intelligence, 
making exclusively manual compliance monitoring in-
creasingly difficult (Mbonigaba et al., 2025). Technology-
supported compliance systems may assist organisations 
in monitoring these developments; however, corporations 
retain responsibility for interpreting, implementing, docu-
menting, and demonstrating compliance. Failure to meet 
these obligations may result in sanctions, licensing con-
sequences, regulatory investigations, and reputational 
damage. Regulatory compliance risk is therefore closely 
connected with the quality of corporate governance and 
the effectiveness of internal control mechanisms (Hickman 
& Petrin, 2021; Kalkan, 2024).

Contractual risk constitutes another important source of 
corporate legal exposure and may arise from ambiguous 
or unfavourable provisions, inconsistent contractual obli-
gations, non-performance, inadequate drafting, or dispu-
tes between contracting parties. This risk is particularly 
relevant to organisations managing extensive portfolios of 
contracts with suppliers, customers, employees, and busi-
ness partners. Traditional contract management practices 
often depend on manual review and post-execution mo-
nitoring, which can increase the possibility of omissions 
and inconsistencies. Research on legal technology indi-
cates that automated analysis can assist legal teams in re-
viewing contractual documents and identifying potentially 
problematic provisions, although professional legal judg-
ment remains essential to the management of contractual 
risk (Armour & Sako, 2020; Veith et al., 2016). Effective 
contractual risk management is therefore necessary both 
to reduce the probability of disputes and to strengthen le-
gal certainty in commercial relationships.

Litigation and dispute risk refers to the possibility that a 
corporation may become involved in judicial, administra-
tive, or other dispute-resolution proceedings. Such expo-
sure may arise from employment disputes, commercial 
litigation, intellectual property claims, regulatory enforce-
ment actions, or collective legal proceedings. Litigation 
can produce substantial direct costs, including legal ex-
penses and damages, as well as indirect consequences 
such as reputational harm, operational disruption, and 
the diversion of managerial resources. Data-driven de-
cision-making and predictive analytics have increasingly 
been examined as mechanisms for assessing litigation 
risk, particularly in jurisdictions with extensive collections 
of judicial decisions and digital court records (Alotaibi, 

2023). Nevertheless, predictive legal tools also raise 
concerns regarding accuracy, bias, procedural fairness, 
and the appropriate role of automated systems in legal 
judgment. Getman et al. (2023) emphasise that the use 
of artificial intelligence in legal decision-making requires 
appropriate safeguards to preserve procedural fairness 
and legal accountability.

Governance-related legal risk may arise from deficiencies 
in corporate oversight, board decision-making, internal 
controls, accountability mechanisms, or ethical leaders-
hip. Such failures can contribute to regulatory violations, 
fraud, misrepresentation, and breaches of fiduciary obli-
gations. As corporations increasingly employ technolo-
gy-supported decision systems at executive and gover-
nance levels, legal risk also encompasses the design, 
implementation, supervision, and organisational use of 
these systems (Kappel, 2024). The incorporation of ar-
tificial intelligence into corporate governance therefore 
requires clearly defined accountability mechanisms that 
preserve the responsibility of human decision-makers for 
decisions informed by algorithmic outputs (Hickman & 
Petrin, 2021; Scherer, 2016). Without adequate controls, 
technological adoption may increase rather than reduce 
corporate legal exposure.

Data protection and privacy have similarly emerged as 
critical dimensions of corporate legal risk in the digital 
economy. Corporations process substantial volumes of 
personal, confidential, and commercially sensitive infor-
mation, and failures in data governance can produce se-
rious legal, regulatory, and reputational consequences. 
These risks become particularly important when artificial 
intelligence systems depend on extensive datasets for 
training, operation, and decision support. The relationship 
between data governance and artificial intelligence there-
fore requires corporations to consider privacy protection 
as an integral component of legal risk management rather 
than as an isolated compliance obligation.

The expanding use of artificial intelligence in legal and go-
vernance activities has generated a growing interdiscipli-
nary body of literature encompassing law, management, 
information systems, corporate governance, and ethics. 
Earlier approaches primarily conceptualised legal risk as 
a component of enterprise risk management centred on 
compliance, contractual exposure, and litigation preven-
tion. More recent scholarship has situated legal risk within 
the broader domains of corporate governance, accounta-
bility, and responsibility. Chiu & Lim (2021), for example, 
argue that corporate adoption of artificial intelligence in-
troduces dimensions of legal risk that extend beyond con-
ventional compliance failures to encompass governance 
accountability and ethical responsibility. Their corporate 
responsibility perspective assigns boards an active role 
in overseeing technological adoption and ensuring that 
legal and ethical considerations are incorporated into or-
ganisational processes.
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This governance-oriented perspective is reinforced by 
Hickman & Petrin (2021), who examine trustworthy arti-
ficial intelligence through the lens of corporate law and 
emphasise the importance of governance mechanisms 
capable of ensuring transparency, accountability, and me-
aningful human oversight. Together, these contributions 
indicate that legal risk management cannot be separated 
from corporate governance when technology-supported 
systems influence organisational decisions. However, al-
though this literature provides important normative foun-
dations for responsible technological governance, it offers 
comparatively limited guidance on how specific techno-
logical capabilities can be systematically integrated into 
corporate legal risk management processes.

A related body of research examines the contribution of 
artificial intelligence to regulatory compliance and corpo-
rate governance. Mbonigaba et al. (2025) identify oppor-
tunities for technology-supported systems to strengthen 
regulatory compliance through automated monitoring, 
anomaly detection, and governance reporting. Industry-
specific research similarly demonstrates the potential 
usefulness of these technologies. Solanke et al. (2024), 
examining the oil and gas industry, highlight their capacity 
to strengthen regulatory oversight and facilitate the timely 
identification of compliance risks. 

Schmitz &Wimmer (2025) emphasise the growing impor-
tance of integrated governance, risk, and compliance fra-
meworks for addressing increasingly complex regulatory 
environments. Their analysis highlights the potential of 
combining these frameworks with scalable artificial inte-
lligence-driven solutions to improve legal interoperability, 
manage compliance requirements, and strengthen ope-
rational resilience. Although such technology-supported 
approaches can enhance regulatory compliance proces-
ses, their implementation also requires careful conside-
ration of governance structures and the broader organi-
sational implications of technology-enabled compliance 
management.

Legal decision support and risk prediction constitute ano-
ther significant area of research. Predictive analytics and 
machine learning models have been applied to identify 
patterns associated with litigation exposure, compliance 
failures, fraud, and operational vulnerabilities. Alotaibi 
(2023) demonstrates the potential of predictive analytics 
to strengthen risk assessment by identifying patterns and 
trends that may be difficult to detect through conventio-
nal methods. Similarly, Parimi & Yallavula (2023) describe 
enterprise risk intelligence as an approach through which 
machine learning models can contribute to predicting 
compliance violations, fraud, and operational failures. 
These developments suggest that technological tools 
may enhance anticipatory approaches to corporate legal 
risk while simultaneously requiring careful consideration 
of the limits of algorithmic prediction.

The adoption of artificial intelligence in corporate legal risk 
management is also closely associated with the broader 
transformation of legal services. Veith et al. (2016) exa-
mined the emerging influence of legal technology on the 
business of law, including the automation of document re-
view, compliance activities, and legal analytics. Armour 
& Sako (2020) subsequently analysed technology-ena-
bled business models in legal services and demonstra-
ted how such developments are reshaping both in-house 
legal departments and external law firms. This literature 
indicates that technological adoption represents not me-
rely an operational improvement but also a reorganisation 
of legal work and risk management within corporations. 
Nevertheless, existing studies provide comparatively limi-
ted integration between specific categories of corporate 
legal risk and the technological capabilities that may ad-
dress them throughout the risk management process.

Ethical, privacy, and regulatory concerns constitute an ad-
ditional and increasingly important dimension of this lite-
rature. Scherer (2016) provides a foundational analysis of 
the regulatory challenges associated with artificial intelli-
gence systems and emphasises the relevance of risk-ba-
sed regulatory approaches and institutional competence. 
Shahriar et al. (2023) extend this discussion through a 
systematic examination of privacy risks throughout the 
artificial intelligence lifecycle, identifying vulnerabilities 
associated with data collection, model training, and de-
ployment. Collectively, these studies demonstrate the dual 
character of artificial intelligence in corporate legal risk 
management: the same technologies that can strengthen 
compliance, monitoring, and risk identification may also 
generate new liabilities involving privacy, discrimination, 
transparency, and accountability. Kalkan (2024) similarly 
associates the growing incorporation of artificial intelligen-
ce into corporate governance with heightened expecta-
tions concerning transparency and ethical responsibility.

Despite the growing body of research, the literature re-
mains fragmented across legal risk management, cor-
porate governance, regulatory compliance, legal tech-
nology, predictive analytics, privacy, and ethics. Existing 
studies frequently examine individual technological appli-
cations or specific governance challenges without inte-
grating the principal categories of corporate legal risk, 
the corresponding capabilities of artificial intelligence, 
and the governance mechanisms required for their res-
ponsible implementation. This fragmentation reveals the 
need for an integrative perspective capable of connecting 
technological capabilities with legal risk categories while 
preserving human oversight, accountability, transparency, 
and ethical responsibility. Accordingly, this study aims to 
examine the role of artificial intelligence in corporate legal 
risk management and to develop a conceptual framework 
that integrates legal risk identification, assessment, and 
mitigation with corporate governance, accountability, and 
ethical oversight.
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MATERIALS AND METHODS 

The study adopted a qualitative, conceptual, and literatu-
re-based research design to examine the role of artificial 
intelligence in corporate legal risk management. Given 
the exploratory nature of the research and the absence of 
primary empirical data, a conceptual approach was con-
sidered appropriate for synthesising existing knowledge, 
identifying relevant patterns, and developing an integrati-
ve framework. Previous research on artificial intelligence, 
corporate governance, and legal risk management has 
frequently employed conceptual and qualitative approa-
ches to examine emerging technologies and their implica-
tions for organisations (Chiu & Lim, 2021; Kappel, 2024).

The research followed an exploratory and descriptive de-
sign aimed at examining the current state of knowledge 
and conceptual development concerning the application 
of artificial intelligence to corporate legal risk manage-
ment. The exploratory component was particularly appro-
priate because technological innovation in this field is 
evolving rapidly and consolidated theoretical frameworks 
remain limited (Scherer, 2016). The descriptive compo-
nent focused on identifying and classifying the principal 
categories of corporate legal risk and relating them to po-
tential applications of artificial intelligence on the basis of 
the academic and professional literature reviewed.

The study relied exclusively on secondary sources, inclu-
ding peer-reviewed academic journal articles, conference 
proceedings, and other scholarly publications addres-
sing law, corporate governance, risk management, and 
artificial intelligence. The selected literature encompas-
sed studies on the legal and governance implications of 
artificial intelligence, technology-supported regulatory 
compliance and decision-making systems, enterprise risk 
intelligence, and predictive analytics.

An interdisciplinary perspective was adopted by incorpo-
rating literature from corporate law, legal technology, infor-
mation systems, and management studies. This approach 
was considered necessary to address the complexity of 
corporate legal risk in the context of artificial intelligence 
adoption, since such risks are shaped by both technologi-
cal capabilities and organisational governance structures 
(Hickman & Petrin, 2021; Schmitz &Wimmer, 2025).

The literature was selected according to its relevance to 
one or more of the central themes of the study: corporate 
legal risk, artificial intelligence in compliance and gover-
nance, legal decision-making, predictive risk analytics, 
and the ethical and regulatory implications of artificial in-
telligence. Priority was given to recent research in order 
to reflect current technological and regulatory develop-
ments, while earlier relevant literature was also incorpo-
rated to provide a conceptual foundation for the analysis 
(Scherer, 2016; Veith et al., 2016).

The selected literature was examined through thema-
tic analysis. Major themes and recurring patterns were 

identified through systematic reading and comparison of 
the studies. The analysis focused on regulatory complian-
ce, contractual risk management, litigation risk prediction, 
governance and accountability, and data protection. This 
approach facilitated the synthesis of findings from diffe-
rent sources and provided the analytical basis for develo-
ping the conceptual framework (Parimi & Yallavula, 2023).

Based on the thematic analysis, a conceptual framework 
was developed to explain how artificial intelligence can 
support corporate legal risk management. The framework 
connects the principal categories of legal risk with techno-
logy-supported tools and governance mechanisms while 
emphasising the continuing importance of human oversi-
ght and ethical accountability. The development of con-
ceptual frameworks is particularly relevant to research on 
emerging technologies because it provides a systematic 
means of integrating existing knowledge and identifying 
implications for professional practice and future research 
(Chiu & Lim, 2021; Mayienga et al., 2024).

The proposed framework is not prescriptive regarding 
specific technologies. Instead, it focuses on functional 
capabilities such as data analysis, prediction, monitoring, 
and decision support. This approach allows the framework 
to remain adaptable to different industries, organisational 
contexts, and regulatory environments.

RESULTS AND DISCUSSION

Artificial intelligence finds more and more applications in 
the legal operations of the corporation and is used in as-
sisting recognition, evaluation, and reduction of the legal 
risk. Organisations can shift towards more data-driven and 
proactive legal risk management by using technologies, 
including machine learning, natural language processing, 
and predictive analytics. The section explores the major 
AI uses in the leading types of corporate legal risk and 
identifies the opportunities and drawbacks, relying on the 
available literature.

Regulatory compliance represents one of the most sig-
nificant sources of corporate legal risk, particularly for 
multinational organisations operating across multiple ju-
risdictions. Artificial intelligence-based compliance sys-
tems can support organisations by monitoring regulatory 
developments, reviewing internal policies, and identifying 
potential compliance gaps in real time. Natural language 
processing can be used to analyse legislative texts, regu-
latory guidance, and internal documentation rapidly and 
systematically, enabling organisations to monitor their le-
gal and regulatory obligations more efficiently than throu-
gh exclusively manual approaches (Schmitz &Wimmer, 
2025).

Research has shown that artificial intelligence-based 
compliance tools can strengthen regulatory compliance 
by reducing human error and improving the consistency 
of compliance assessments (Mbonigaba et al., 2025). 
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In highly regulated industries such as oil and gas, arti-
ficial intelligence-based compliance monitoring has also 
been associated with stronger governance procedures 
and more timely risk detection (Solanke et al., 2024). 
Nevertheless, regulatory compliance remains a legal res-
ponsibility of the corporation. Excessive reliance on auto-
mated systems may therefore create additional risks when 
artificial intelligence-generated outputs are not adequate-
ly reviewed, validated, and supervised by qualified pro-
fessionals (Hickman & Petrin, 2021).

Contracts constitute another major source of corporate 
legal risk because of their volume, complexity, and the 
long-term nature of many contractual obligations. Artificial 
intelligence-based contract analysis tools use natural lan-
guage processing to identify key clauses, potentially risky 
provisions, inconsistencies, and obligations across large 
contract portfolios. These technologies can enable legal 
teams to accelerate due diligence, monitor contractual 
responsibilities, and assess potential exposure more effi-
ciently than conventional manual document review pro-
cesses (Veith et al., 2016).

Artificial intelligence can also contribute to risk mitiga-
tion in contract management by promoting standardisa-
tion and improving visibility over contractual obligations. 
Armour & Sako (2020) explain that artificial intelligen-
ce-enabled legal technologies are transforming in-house 
legal operations by allowing legal professionals to devote 
more attention to complex and high-risk analysis rather 
than repetitive document review. However, contractual 
interpretation frequently requires contextual, commercial, 
and legal judgment. Consequently, human oversight re-
mains essential to avoid misinterpretation, inappropriate 
conclusions, and subsequent contractual disputes.

Litigation and dispute resolution represent additional areas 
in which artificial intelligence-based predictive analytics 
have attracted increasing attention. Machine learning mo-
dels can analyse historical case data to identify patterns 
associated with litigation outcomes, duration, procedural 
developments, and costs, thereby supporting risk assess-
ment and strategic decision-making. Predictive analytics 
may help corporations estimate the probability of particu-
lar litigation outcomes and assess the potential magnitude 
of legal exposure (Alotaibi, 2023).

Parimi & Yallavola (2023) describe enterprise risk intelli-
gence systems as mechanisms capable of integrating 
legal, operational, and compliance information to antici-
pate litigation and regulatory risks. Although these sys-
tems can provide valuable decision support, predictive 
outputs should not be treated as definitive legal deter-
minations. Getman et al. (2023) emphasise that legal re-
asoning is fundamentally normative and contextual and 
therefore cannot be fully captured by algorithmic mo-
dels. Artificial intelligence in litigation risk management 
should consequently be understood as a complementary 

decision-support mechanism rather than a substitute for 
professional legal expertise.

Applications of artificial intelligence in corporate governan-
ce are generally intended to strengthen oversight, monitor 
internal controls, and identify anomalies that may indicate 
legal, ethical, or compliance-related risks. Artificial intelli-
gence-based systems can support board-level reporting, 
the monitoring of governance indicators, and the detec-
tion of patterns potentially associated with fraud, miscon-
duct, or irregular corporate behaviour (Kalkan, 2024). 
When appropriately implemented, these technologies can 
reinforce governance structures by providing more timely 
and data-informed information to decision-makers.

However, the integration of artificial intelligence into exe-
cutive decision-making can itself generate governance 
risks. Kappel (2024) notes that artificial intelligence-ba-
sed decision-support systems may create legal exposure 
when executives and other decision-makers do not ade-
quately understand their limitations, underlying assump-
tions, or potential biases. Effective governance therefore 
requires clearly defined accountability mechanisms and 
appropriate levels of human oversight, consistent with 
broader principles of trustworthy and responsible artificial 
intelligence (Hickman & Petrin, 2021).

Data protection and privacy represent particularly signi-
ficant areas of legal risk in organisations that rely on arti-
ficial intelligence. Artificial intelligence systems frequent-
ly depend on large volumes of data, including personal, 
confidential, or commercially sensitive information, which 
may increase exposure to data breaches, unauthorised 
use, inappropriate disclosure, or non-compliance with 
applicable data protection legislation. At the same time, 
artificial intelligence can also be employed as a mecha-
nism for managing privacy-related risks by monitoring 
data use, identifying vulnerabilities, and supporting com-
pliance with data protection requirements.

Shahriar et al. (2023) emphasise that privacy risks can 
emerge throughout the entire artificial intelligence lifecycle 
rather than only during data collection. These risks may 
arise during data storage, processing, model training, 
deployment, and subsequent use. Corporate legal risk 
management therefore requires an integrated approach 
in which artificial intelligence-related controls form part 
of broader data governance structures. Organisations 
should ensure that artificial intelligence systems used for 
legal risk management comply with relevant data protec-
tion principles and are subject to systematic auditing, mo-
nitoring, and human supervision (Chiu & Lim, 2021).

Across the different areas of application, the literature con-
sistently highlights the need to balance the efficiency gains 
generated by artificial intelligence with legal responsibility 
and institutional accountability. Artificial intelligence can 
improve the speed, consistency, scalability, and analytical 
capacity of corporate legal risk management, but it does 
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not eliminate the need for professional judgment or human 
responsibility. Its responsible implementation therefore re-
quires alignment with corporate governance structures, 
ethical principles, internal control mechanisms, and appli-
cable regulatory expectations (Scherer, 2016).

Artificial intelligence can provide substantial benefits for 
corporate legal risk management, but its implementation 
also introduces significant legal, organisational, techni-
cal, and ethical challenges. These issues are particularly 
important because legal risk management is closely con-
nected to accountability, fairness, transparency, and the 
rule of law. A recurring concern in the literature is that, 
in the absence of appropriate governance and regula-
tory safeguards, artificial intelligence may increase rather 
than reduce corporate legal exposure (Chiu & Lim, 2021; 
Scherer, 2016).

Algorithmic bias is among the most frequently discus-
sed risks associated with the use of artificial intelligence 
in legal contexts. Artificial intelligence systems are com-
monly trained on historical data that may reflect existing 
inequalities, discriminatory practices, institutional biases, 
or inconsistencies in previous legal and organisational 
decisions. When these patterns are reproduced through 
artificial intelligence-based applications, they may affect 
compliance monitoring, contract analysis, litigation as-
sessment, employee-related decision-making, and other 
corporate processes.

Getman et al. (2023) argue that artificial intelligence-as-
sisted legal decision-making may reproduce or reinfor-
ce unfair outcomes and undermine principles of equality 
before the law. In corporate settings, biased outputs may 
expose organisations to discrimination claims, regulatory 
action, reputational damage, and broader governance 
concerns. Mitigating such risks requires careful data se-
lection, periodic auditing of models and outputs, testing 
for discriminatory effects, and continuous human review 
of consequential decisions (Hickman & Petrin, 2021).

Transparency and explainability are fundamental prin-
ciples in legal and corporate decision-making because 
affected parties, regulators, courts, managers, and other 
stakeholders may need to understand the basis on which 
decisions have been made. Many artificial intelligence 
systems, particularly those based on complex machine 
learning models, operate in ways that are difficult to in-
terpret, making it challenging to determine how particular 
outputs or recommendations were generated. This lack of 
transparency can create substantial legal risk when artifi-
cial intelligence is used to support compliance determina-
tions, contract assessments, litigation strategies, or other 
consequential corporate decisions.

Kappel (2024) notes that interactions between executives 
and opaque artificial intelligence-based decision-support 
systems may weaken governance and accountability me-
chanisms. When decision-making processes cannot be 

adequately explained, boards and managers may expe-
rience difficulty justifying their actions before regulators, 
courts, shareholders, or other stakeholders. The literature 
therefore emphasises the importance of explainable arti-
ficial intelligence, appropriate documentation, and clear 
disclosure of the role played by artificial intelligence tools 
in corporate legal risk management processes (Scherer, 
2016).

Accountability constitutes another major legal and ethi-
cal challenge associated with artificial intelligence-based 
legal risk management. Although artificial intelligence 
systems can assist corporate decision-making, they do 
not possess legal personality and cannot independently 
assume legal responsibility for the consequences of their 
outputs. Responsibility for legal compliance, governance, 
and corporate decision-making ultimately remains with or-
ganisations and their human decision-makers, including 
boards, executives, managers, and relevant professionals.

Chiu & Lim (2021) argue that companies adopting artifi-
cial intelligence should establish accountability framewor-
ks that clearly define the roles and responsibilities of hu-
man decision-makers. Similarly, Hickman & Petrin (2021) 
emphasise that trustworthy artificial intelligence requires 
meaningful human oversight to ensure that artificial in-
telligence-assisted decisions remain compatible with 
applicable legal and ethical requirements. The absence 
of clearly defined accountability structures may create le-
gal uncertainty, complicate the attribution of responsibility, 
and increase potential liability exposure.

Data protection and privacy risks are particularly relevant 
to artificial intelligence-driven legal risk management be-
cause these systems may depend on extensive amounts 
of personal, sensitive, confidential, or proprietary infor-
mation. The use of such data can increase the possibility 
of unauthorised disclosure, misuse, security breaches, 
or violations of applicable data protection legislation. 
Privacy-related risks may arise at multiple stages of the 
artificial intelligence lifecycle, including data collection, 
storage, processing, model training, deployment, and 
subsequent reuse (Shahriar et al., 2023).

Inadequate data governance may expose organisa-
tions to regulatory sanctions, administrative fines, litiga-
tion, reputational harm, and the loss of stakeholder trust, 
particularly in jurisdictions with stringent data protection 
requirements. Organisations should therefore integrate 
privacy-by-design principles and robust data governan-
ce mechanisms into artificial intelligence-based legal risk 
management systems, ensuring that data use remains 
proportionate, lawful, secure, and subject to appropriate 
oversight (Chiu & Lim, 2021).

Another important risk concerns excessive organisational 
dependence on artificial intelligence systems. As the-
se technologies become increasingly sophisticated, le-
gal and compliance professionals may place excessive 
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confidence in algorithmic outputs and progressively redu-
ce their own critical evaluation and professional judgment. 
Getman et al. (2023) warn that this type of over-reliance 
may weaken legal reasoning and negatively affect the 
quality of decision-making.

Kalkan (2024) similarly observes that the introduction 
of artificial intelligence into corporate governance may 
create a false sense of security if organisations assume 
that technological systems can independently guarantee 
compliance or effective risk management. Artificial intelli-
gence can support the identification, analysis, and moni-
toring of legal risks, but it cannot eliminate uncertainty or 
replace professional expertise. Effective legal risk mana-
gement therefore requires a balanced approach in which 
artificial intelligence augments, rather than substitutes for, 
human knowledge, critical reasoning, and accountability.

Ethical concerns related to artificial intelligence extend 
beyond formal compliance with existing legislation and 
include broader questions of corporate responsibility, le-
gitimacy, fairness, and stakeholder trust. Scherer (2016) 
argues that the governance of artificial intelligence requi-
res risk-based regulatory approaches and sufficient ins-
titutional capacity to address the distinctive challenges 
associated with emerging technologies. Corporate ac-
tors consequently play a central role in translating ethical 
principles into operational practices within organisational 
settings.

The literature suggests that ethical governance of artificial 
intelligence should include clearly established policies 
governing its use, periodic assessments of legal and ethi-
cal risks, defined accountability mechanisms, appropria-
te stakeholder involvement, continuous monitoring, and 
alignment between artificial intelligence practices and the 
organisation’s broader corporate values and governance 
responsibilities (Hickman & Petrin, 2021).

Table 1. Benefits, Risks, and Governance Controls of Ar-
tificial Intelligence in Corporate Legal Risk Management

Dimension Key Aspects Implications for 
Corporations

Benefits
Faster risk detection, im-
proved accuracy, proacti-
ve compliance

Enhanced effi-
ciency and redu-
ced legal expo-
sure

Risks
Algorithmic bias, lack of 
explainability, data privacy 
violations

Increased legal 
liability and repu-
tational risk

Governance 
Controls

Human oversight, trans-
parency mechanisms, ac-
countability frameworks

Responsible and 
trustworthy AI 
adoption

Ethical Con-
siderations

Fairness, non-discrimina-
tion, privacy protection

Alignment with 
corporate respon-
sibility and legal 
standards

Proposed Conceptual Framework for Artificial Intelligence-
Driven Corporate Legal Risk Management

To address the gaps identified in the literature and pro-
fessional practice, this study proposes a conceptual fra-
mework for systematically integrating artificial intelligence 
into corporate legal risk management through a gover-
nance-oriented approach. The framework explains how 
artificial intelligence capabilities can support the identi-
fication, assessment, monitoring, and mitigation of legal 
risks while preserving accountability, transparency, and 
ethical responsibility. Drawing on the existing literature, 
the framework adopts a holistic perspective that connects 
different categories of legal risk with artificial intelligen-
ce-based tools and corporate governance mechanisms 
(Chiu & Lim, 2021; Mayienga et al., 2024).

	• Framework Overview
The proposed framework comprises three interconnec-
ted layers: legal risk inputs, artificial intelligence-enabled 
processing, and risk mitigation and decision-support out-
comes. These three layers operate within an overarching 
system of governance, accountability, and ethical oversi-
ght. The legal risk input layer encompasses the different 
forms of corporate legal exposure, including regulatory 
obligations, contractual liabilities, litigation and dispu-
te-related information, governance matters, and personal 
and sensitive data. Together, these inputs reflect the mul-
tidimensional nature of legal risk faced by contemporary 
corporations.

The artificial intelligence-enabled processing layer incor-
porates technologies such as natural language proces-
sing, machine learning, and predictive analytics. These 
technologies facilitate the analysis of legislation and other 
legal information, the identification of patterns, the detec-
tion and classification of potential risks, and support for 
organisational decision-making. The framework emphasi-
ses that artificial intelligence should function as a deci-
sion-support mechanism rather than as an autonomous 
decision-maker, consistent with the literature on trustwor-
thy and accountable artificial intelligence (Getman et al., 
2023; Hickman & Petrin, 2021).

	• Legal Risk Input Layer
The first layer of the framework focuses on the principal ca-
tegories of corporate legal risk. Regulatory and complian-
ce inputs encompass laws, regulations, standards, and 
internal policies that establish the legal and organisatio-
nal requirements applicable to corporations. Contractual 
inputs include contracts, contractual provisions, obliga-
tions, and liabilities arising from commercial and employ-
ment relationships. Litigation and dispute inputs comprise 
historical case information, claims, disputes, and enfor-
cement proceedings, while governance inputs include 
board decisions, internal controls, compliance reports, 
and other information relevant to corporate oversight. 
Data protection and privacy inputs encompass personal, 



Volume 9 | Issue 3 |  May–August - 2026

sensitive, confidential, and other protected information 
processed during organisational operations.

Structuring legal risk inputs in this manner recognises that 
corporate legal risk management requires an integrated 
assessment of multiple interconnected areas rather than 
the isolated evaluation of individual risks. This approach 
allows legal exposure to be examined as part of a broader 
organisational risk environment in which regulatory, con-
tractual, litigation, governance, and data-related risks 
may interact with and reinforce one another (Mayienga et 
al., 2024).

	• Artificial Intelligence-Enabled Processing Layer
The second layer concerns the application of artificial 
intelligence technologies to process and analyse legal 
risk inputs. Natural language processing facilitates the 
automated review of legal documents, including con-
tracts and regulatory materials, enabling organisations 
to identify potentially risky clauses, inconsistencies, obli-
gations, and areas of possible non-compliance (Schmitz 
&Wimmer, 2025). Machine learning models can support 
pattern recognition and risk classification, while predictive 
analytics can assist in estimating potential litigation outco-
mes, compliance violations, and governance-related risks 
(Alotaibi, 2023; Parimi & Yallavula, 2023).

This layer also incorporates feedback mechanisms throu-
gh which artificial intelligence models can be refined 
and updated in response to new data, outcomes, and 
changes in the organisational or regulatory environment. 
Nevertheless, the framework emphasises that outputs 
generated by artificial intelligence require appropriate 
human interpretation, verification, and oversight. Such 
safeguards are necessary to prevent excessive reliance 
on automated processes and to ensure that technological 
outputs are evaluated within the relevant legal, organisa-
tional, and contextual circumstances (Kappel, 2024).

	• Risk Mitigation and Decision-Support Outcomes
The third layer of the framework focuses on outcomes 
that support proactive corporate legal risk management. 
These outcomes may include real-time compliance alerts, 
assessments of contractual risk, litigation risk evaluations, 

and governance dashboards designed to support execu-
tives and boards. By providing timely and actionable in-
formation, artificial intelligence-based systems can stren-
gthen organisational responsiveness, facilitate earlier 
identification of potential legal problems, and contribute 
to reducing the likelihood or consequences of legal brea-
ches, disputes, and governance failures.

However, the framework recognises that legal risk mitiga-
tion inherently involves professional judgment, negotia-
tion, contextual interpretation, and ethical considerations. 
Information and recommendations generated by artificial 
intelligence should therefore not be treated as autono-
mous solutions or substitutes for established legal and 
governance procedures. Instead, they should be inte-
grated into existing organisational processes in ways that 
complement human expertise and preserve institutional 
accountability (Chiu & Lim, 2021).

	• Governance, Accountability, and Ethical Oversight
Surrounding and connecting all three layers of the pro-
posed framework is a system of governance, accounta-
bility, and ethical oversight. This overarching dimension 
includes board supervision, clearly defined responsibili-
ties, internal controls, audit mechanisms, monitoring pro-
cedures, and accountability for decisions supported by 
artificial intelligence. Its purpose is to ensure that techno-
logical capabilities remain aligned with legal obligations, 
corporate governance structures, and organisational 
responsibilities.

The framework also incorporates ethical principles such 
as fairness, transparency, privacy protection, and respon-
sible human oversight. These principles are not treated as 
separate considerations but as requirements that should 
influence the design, implementation, monitoring, and 
evaluation of artificial intelligence-based legal risk mana-
gement systems. In this manner, governance and ethical 
oversight operate across the entire framework (Figure 1), 
ensuring that improvements in efficiency and predictive 
capacity do not undermine accountability, legal respon-
sibility, or corporate integrity (Hickman & Petrin, 2021; 
Scherer, 2016).



Volume 9 | Issue 3 |  May–August - 2026

The preceding analysis indicates that artificial intelligen-
ce has the potential to substantially transform corporate 
approaches to legal risk management. This discussion 
interprets the findings derived from the literature review 
and the proposed conceptual framework by comparing 
traditional and artificial intelligence-driven approaches to 
legal risk management, examining their managerial and 
organisational implications, and considering their effects 
on corporate governance and accountability. It also situa-
tes these findings within the broader contexts of corpo-
rate responsibility, technological innovation, and digital 
transformation.

Traditional corporate legal risk management has largely 
followed a reactive approach, in which legal risks are fre-
quently addressed after a compliance breach, contrac-
tual dispute, regulatory intervention, or litigation has occu-
rred. Manual compliance reviews, periodic audits, and ex 
post legal assessments have therefore constituted com-
mon organisational practices. The literature reviewed in 
this study suggests that artificial intelligence can facilitate 
a transition towards more proactive and predictive for-
ms of legal risk management by enabling the continuous 
analysis of large volumes of legal and operational data 
(Alotaibi, 2023; Parimi & Yallavula, 2023).

Artificial intelligence-based systems can enable organi-
sations to identify potential compliance risks, contractual 
vulnerabilities, and litigation exposure at earlier stages, 
thereby creating opportunities to intervene before these 
risks develop into significant legal disputes or regulatory 

violations. This shift is consistent with enterprise-wide 
approaches to risk management that emphasise integra-
tion, anticipation, and continuous monitoring rather than 
isolated and predominantly reactive controls (Mayienga et 
al., 2024).

The integration of artificial intelligence into corporate le-
gal risk management has significant implications for ma-
nagers and legal professionals. First, it can transform the 
role of in-house legal teams by shifting part of their work 
from routine document review and compliance verifica-
tion towards strategic risk assessment, interpretation, and 
advisory functions. Legal professionals may increasingly 
be expected to evaluate information generated by artifi-
cial intelligence systems and integrate relevant insights 
into broader organisational decision-making processes 
(Armour & Sako, 2020; Veith et al., 2016).

Second, the increasing use of artificial intelligence pla-
ces greater demands on managerial competence and 
technological understanding. Kappel (2024) emphasises 
that executives who rely on artificial intelligence-based 
decision-support systems without adequately understan-
ding their limitations, assumptions, and potential biases 
may inadvertently intensify legal and governance risks. 
Organisations therefore need to invest not only in techno-
logical infrastructure but also in professional training, insti-
tutional capacity, and appropriate governance mechanis-
ms to ensure that artificial intelligence is used responsibly 
and knowledgeably in legal decision-making.

Figure 1. Conceptual Framework for AI-Driven Corporate Legal Risk Management.
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One of the central themes emerging from the literatu-
re is the importance of governance and accountability 
in artificial intelligence-enabled legal risk management. 
Although artificial intelligence can improve efficiency, 
consistency, and analytical capacity, it does not replace 
the legal and ethical responsibilities of corporate actors. 
Chiu & Lim (2021) emphasise the importance of corpo-
rate governance in the adoption and oversight of artifi-
cial intelligence, particularly in relation to boards’ broader 
responsibilities for risk management, accountability, and 
corporate conduct.

The proposed conceptual framework reinforces the prin-
ciple that meaningful human oversight is essential for 
maintaining accountability and institutional trust. Hickman 
& Petrin (2021) argue that trustworthy artificial intelligen-
ce in corporate governance requires clearly defined res-
ponsibilities, transparent decision-making processes, and 
appropriate mechanisms for review and redress. Without 
these safeguards, the adoption of artificial intelligence 
may weaken accountability structures and expose corpo-
rations to new forms of legal uncertainty and liability.

Another important tension identified in artificial intelligen-
ce-based legal risk management concerns the relations-
hip between technological innovation and legal risk. On 
the one hand, artificial intelligence provides powerful tools 
for addressing regulatory complexity, contractual vulnera-
bilities, compliance requirements, and litigation exposure. 
On the other hand, its implementation introduces additio-
nal concerns related to algorithmic bias, transparency, ex-
plainability, data protection, and privacy, which may them-
selves become sources of corporate legal risk (Getman et 
al., 2023; Shahriar et al., 2023).

Scherer (2016) argues that emerging technologies such 
as artificial intelligence require risk-based approaches to 
regulation and governance. At the corporate level, this im-
plies the development of adaptable governance structu-
res capable of facilitating technological innovation while 
maintaining compliance with evolving legal requirements 
and ethical expectations. Artificial intelligence should the-
refore not be understood merely as a technical solution to 
existing legal problems, but as a component of a broader 
socio-technical system in which technology, human ju-
dgment, organisational structures, legal obligations, and 
ethical responsibilities interact continuously (Figure 2).

Figure 2. Comparison of Traditional and AI-Enabled Legal 
Risk Management Approaches.

CONCLUSIONS

This paper has discussed how artificial intelligence can 
be used in the management of corporate legal risk in a 
more complex and dynamic regulatory environment. 
Based on existing literature, the study has demonstrated 
that legal risk is no longer being associated to the isolated 
instances of compliance failures or litigation events but 
has been ingrained in the corporate governance, deci-
sion making processes and ethical responsibility. The in-
troduction of AI in the legal risk management signifies a 
tremendous change in the process of company detection, 
evaluation, and reduction of legal risk.
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The discussion reveals that AI technologies, such as 
machine learning, the natural language processing and 
predictive analytics have significant potential in corpora-
te legal risk management. Systems driven by AI assist in 
active monitoring of compliance, better analysis of con-
tracts, assistance in the evaluation of litigation risks, and 
reinforcement of governance. Enabling organisations to 
shift towards more proactive and integrated risk manage-
ment and legal management, AI is capable of enabling 
organisations to transition to reactive legal risk manage-
ment (Alotaibi, 2023; Parimi & Yallavola, 2023). The tran-
sition is especially significant in the case of multinational 
corporations that have to confront a variety of regulatory 
frameworks and multifaceted operational risks (Mayienga 
et al., 2024).

Simultaneously, the research points out the fact that the 
use of AI also brings about new types of legal and ethi-
cal risks. Algorithm’s bias, absence of transparency, data 
protection, and ambiguity about the responsibility are all 
critical problems to corporations. It is always stressed in 
the literature that legal accountability should not be trans-
ferred to the AI-systems, and human control is necessary 
to guarantee the legal and ethical results (Chiu & Lim, 
2021; Hickman & Petrin, 2021). The legal risk manage-
ment enabled by AI without proper governance framewor-
ks will only tend to increase corporate legal risk instead of 
minimizing it.

To overcome these issues, the paper has offered a con-
ceptual framework that incorporates AI capabilities in 
corporation legal risk management but with the inclusion 
of governance, accountability, and ethical control. The 
framework depicts the manner through which the various 
classes of legal risk may be connected to AI-based tools 
and decision-support results in a formalized governance 
environment. The framework acts upon the recommenda-
tions of the literature on the need to establish ethical and 
responsible AI in corporate governance (Kappel, 2024; 
Scherer, 2015).

Practically speaking, the results may indicate that corpo-
rations ought to consider AI implementation in legal risk 
management as a strategic governance project and not 
a technology investment. Board and senior management 
are very important in monitoring the deployment of AI, to 
ensure it is compliant with the corporate values and also 
to be accountable regarding the legal consequences. 
Such competencies as legal and compliance professio-
nals have to acquire are also needed to interpret and deal 
with AI-generated insights in terms of organisational de-
cision-making (Armour & Sako, 2020; Veith et al., 2016).

This study has a number of limitations even though it has 
contributed. Being a conceptual and literature-based 
study, it lacks the empirical support of AI performance 
in the management of corporate legal risk. The effect of 
AI adoption might be different in industries, jurisdictions, 
as well as organisational conditions, which restricts the 

generalisability of the results. The research might be limi-
ted in future through the inclusion of empirical studies that 
will investigate how AI-based systems of legal risk mana-
gement work and how effective the systems are within a 
particular field or area.

The following research directions could also involve com-
parative studies of regulatory solutions to AI governance, 
longitudinal studies of the long-term effects of AI adop-
tion on the law, and studies of how human judgment and 
AI-assisted decision-making in the legal context interact. 
Along with that, it is also necessary to perform additional 
research on how the changing AI regulations affect the 
legal risk management strategies of corporations.
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