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Abstract

In an era of digital revolution where interconnectivity and globalisation are
growing at a rapid pace, innovation in legal management has become a necessity
for every organisation to survive in the midst of fierce competition and comply
with increasingly complex regulations. Legal departments that used to focus on
reactive roles such as dispute resolution and fulfilling minimum obligations are
now transforming into more strategic and proactive entities. The implementation
of advanced technologies such as artificial intelligence, data analytics and
automation has changed the way law departments work, enabling increased
efficiency, reduced costs and a focus on value-added activities. Globalisation and
increasing regulatory complexity require law departments to have rapid
adaptability and a deep understanding of the laws of various jurisdictions. The role
of the legal department has expanded from a mere compliance watchdog to a
strategic business partner capable of responding responsively to changing
regulations and market dynamics. However, this transformation is faced with
obstacles such as internal resistance to change, limited resources, and the
challenge of integrating new technology into existing systems. The success of
legal management innovation depends on effective strategy, visionary leadership,
and appropriate investment in human resources and technology. In conclusion, to
achieve effective and innovative legal management, an organisation needs to
overcome these constraints through a strategic and progressive approach. By
creating an enabling environment for innovation and growth, legal can act as a
strategic partner that not only ensures compliance and risk management but also
supports the sustainable achievement of business objectives.
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Introduction

In recent decades, the business environment has undergone highly dynamic and
complex changes. The influence of globalisation, the acceleration of the fourth
industrial revolution, as well as rapid regulatory fluctuations, introduce significant
challenges for organisations across industries (Liu & Base, 2020). Legal departments,
which have traditionally played an important role in maintaining regulatory compliance
and protecting the company's legal interests, are now faced with pressure to transform
and innovate (Papalexiou, 2022).

Growing globalisation has led companies to operate in multiple jurisdictions with
varied and often conflicting regulations. As a result, legal departments must be able to
deal with a variety of different international rules and adhere to strict compliance
standards (Chazournes & Pergantis, 2022). In addition, rapid and volatile regulatory
fluctuations, including new laws, influential court rulings, and government policies, add
to the complexity that legal departments must manage. For example, the General Data
Protection legislation (GDPR) in Europe has set high standards for data protection that
affect how global companies manage personal information (Bakar, 2023).

During this time, technological advances have fuelled the emergence of new
ideas that change traditional business patterns, opening up opportunities but also
presenting new legal risks that must be properly identified and managed. Technologies
such as blockchain, artificial intelligence (Al), and the internet of things (IoT) are having
a significant impact on the way the law views, protects, and legally utilises data (Krutylo,
2023). Under these circumstances, legal departments are required to play a more
proactive role in predicting and managing risks through a comprehensive and
responsive compliance strategy. Complexity increases with pressure from stakeholders
demanding greater transparency, accountability, and compliance. That is why
innovation in legal management is important to help legal divisions overcome
challenges and stay relevant in supporting organisational goals (Kozin, 2021).

Amidst the rapid advancement of digital technology, many companies have
started adopting new technologies such as automation, artificial intelligence (Al), and
data analytics to improve operational efficiency. This applies not only to the core
functions of the company but also the legal division. The application of advanced
technology in the legal field, known as legal tech, has opened up new opportunities in
improving the efficiency and effectiveness of legal management (Aparov, 2020).

However, innovation in the legal division is not only about adopting new
technologies, but also involves a fundamental change in the role played by legal
personnel in the organisation. From a reactive and defensive role, corporate lawyers are
now encouraged to play a more proactive and strategic role in supporting business
objectives. They must be able to become strategic advisors who can provide adequate
legal insight for better business decision-making (Shpak, 2023).



However, the journey towards this transformation is not free from obstacles.
Several factors can slow down the implementation of innovation in the legal division,
such as change resistance, budget constraints, and lack of technological skills among
legal personnel. In addition, external factors such as government policies and
regulations also play an important role in influencing the speed and success of
innovation implementation (Tatarova, 2021).

Therefore, this research aims to explore how innovations in legal management
affect the transformation of the legal division's role in organisations. This research will
identify various innovations that have been implemented, analyse their impact on the
role of the legal division, and assess the factors that influence the success of these
innovations. The results of this research are expected to make a significant contribution
both theoretically and practically, in an effort to improve the efficiency and effectiveness
of legal management in today's digital era.

Research Methods

The study conducted in this research uses the literature research method. The
literature research method is one approach that is often used in academic and practical
studies to understand and analyse a particular topic based on previously published
works. This method involves collecting, evaluating, and synthesising various relevant
literature sources in order to identify trends, gaps, and recent developments in a
particular field of research. (Wekke, 2020); (Hidayat, 2009); (Setyowati, 2014).

Results and Discussion
Definition and Basic Concepts of legal management

Legal management is a discipline that combines management principles with
legal practices to optimise the efficiency and effectiveness of legal divisions in any
organisation. The goal is to improve the management of legal resources, including case
handling, risk management, regulatory compliance, and the application of technology
in legal processes (Melnychuk, 2020). Legal management focuses on implementing
strategies and best practices to streamline internal legal operations, manage legal
budgets, and ensure legal services are delivered on time, on budget, and to the highest
professional standards. As such, legal management not only assists organisations in
overcoming legal challenges, but also in supporting the achievement of their strategic
objectives (Berry, 2024).

Innovation in the context of legal management is critical as it can help law firms
and in-house legal divisions remain competitive, efficient and responsive to changing
legal and business dynamics. Innovation can include the adoption of advanced
technologies such as artificial intelligence (Al), legal analytics, and integrated case
management systems, all of which can improve operational efficiency and decision-
making (Cummings, 2023). For example, Al technology can be used to conduct



automated document reviews, reducing the time and cost spent on routine tasks and
minimising the risk of human error. In addition to technology, innovations in business
processes and models are also essential, such as the implementation of alternative
billing methods that are more transparent and fair, or the development of more
personalised and flexible customer-based legal services (Pilkov, 2022).

On the other hand, innovation in legal management is also important to ensure
better compliance and risk management in an increasingly complex regulatory
environment. By improving risk management and compliance methods through
technology and the latest best practices, organisations can be more proactive in
identifying potential legal issues before they become major problems (Ayahut, 2020). In
addition, innovation enables the development of more efficient strategies to train legal
teams and improve collaboration, both within the legal division and with external
clients. This can all ultimately improve the quality of legal services, reduce costs, and
provide greater added value to customers, while ensuring the firm or organisation is at
the forefront of adaptation to regulatory and market changes (Sosula, 2020).

Transformation of the Law Department's Role

Law departments have a significant role to play in organisations, both in
traditional and modern contexts, although their focus and responsibilities have evolved
over time. The old function of the legal department was more of a responding and
defensive nature (Mudrak, 2020). In this context, legal departments used to advise on
legal issues, ensure compliance, handle claims, and resolve legal issues after they
occurred. Lawyers in traditional legal departments are often involved in the final stages
of policy or business decisions to identify legal risks and give final approval. Their
primary role is to protect the organisation from legal liabilities and handle any claims
that arise (Behruz, 2023).

In addition, in its old function, the legal department was often considered an
operational cost that needed to be managed wisely. Legal protection and reducing the
financial risk of a lawsuit were the top priorities. This approach tends to be more
secretive and defensive, with a primary focus on compliance and resolving legal issues
as they arise. This responsive role can limit the influence of the legal department in long-
term strategy and business development (Ryzhov, 2020).

On the other hand, the modern function of the legal department has undergone
a significant transformation. Modern legal departments now play a more proactive and
strategic role. They are not only involved in resolving legal issues but also function as
strategic partners of the business in formulating policies and strategies to advance the
organisation's goals (Rakhmanov, 2022). The modern legal department focuses on
proactively managing risk, with initiatives such as compliance training, regulatory risk
assessment, and advisory supporting business innovation. As such, it becomes an



integral part of the entire business cycle, from planning to execution, ensuring strategic
decisions consider legal impacts from the outset (Melnychuk, 2020).

Finally, technology and innovation have become key elements of the modern
function of legal departments. The utilisation of advanced case management systems,
legal analytics software, and artificial intelligence technology allows legal departments
to work more efficiently and effectively. These technologies not only help automate
routine tasks but also provide data-driven insights for better decision-making. Modern
law departments are also adopting more customer-friendly business models and
processes, such as alternative billing methods, self-service portals, and digital contract
management. These changes enable legal departments to add real value to the
organisation, reduce costs, and increase customer and business partner satisfaction.

Enablers and Barriers to Legal Management

Various factors are driving the transformation of legal management, including
the adoption of smart technologies, increased regulatory obligations, and the
increasing complexity of global business. The adoption of technologies such as artificial
intelligence, data analytics, and automation of routines enables legal departments to
improve operational efficiency, reduce costs, and minimise human error (Grigoriev,
2023). These technologies also empower lawyers to focus more on strategic and high-
value tasks. Furthermore, with the increasing complexity of rules and laws in various
jurisdictions, there is a tendency to place more importance on compliance and risk
management. In this context, the legal department plays a key role in ensuring that all
business processes comply with relevant laws, identifying potential risks early on, and
developing robust risk mitigation strategies (Kharchenko, 2022).

In addition, the globalisation of business also drives the importance of careful
and integrated legal management. Business operations involving multiple countries
require a deep understanding of international and local laws, as well as the ability to
adapt quickly to changing rules in different regions. The diversity of laws and regulations
in different countries makes multinational companies rely heavily on the legal
department for safe and strategic navigation of the rules. These factors together drive
legal departments to continuously innovate and develop expertise and capacity to
support global business initiatives (Bochkov, 2020).

Barriers to legal management often relate to change resistance, resource
limitations, and technology integration difficulties. Change resistance can come from
within the legal division itself as well as across the organisation. Lawyers and legal staff
may be reluctant to adopt new technologies or change their long-standing work
processes (Melnychuk, 2020). A traditionally conservative legal environment can slow
the adoption of innovation as well as important transformations to improve efficiency



and effectiveness. This cultural challenge requires visionary leaders and a good
transformation strategy for successful transformation (Fahmi et al., 2021).

In addition to these factors, limited resources, both budget and manpower, can
be a significant obstacle in legal management transformation efforts. Large initial
investments in the application of advanced technology and employee training require
significant costs. Legal units are often faced with tight budgetary conditions and need
to be accountable for the use of funds (Chernetska, 2022). Related to this, the difficulty
of integrating new systems into legacy systems can also pose complex challenges.
Existing systems may be outdated orincompatible with the latest technology, requiring
intensive efforts to integrate them without disrupting routine operations. The
combination of these factors makes the transformation process in legal units a difficult
and often fraught task (Kutsovol, 2020).

Overall, the success of legal management in an organisation is determined by a
number of drivers and barriers that affect its ability to adapt and thrive in a dynamic
business environment and changing regulations. Drivers such as technology adoption,
increasing legal compliance needs, and business globalisation provide a strong impetus
for legal units to take a more proactive and strategic role (Lemekha, 2020). Technology
plays an important role in improving efficiency, saving costs, and enabling focus on
value-added tasks. In addition, in-depth understanding and quick adaptation to complex
regulations in different jurisdictions are key to international business success
(Knygnitskyi, 2022).

However, there are a number of inhibiting factors that can challenge the
transformation and development of legal management. Resistance to change, both
from within the legal unit and the organisation as a whole, can slow down the pace of
innovation and efficiency. Limited resources such as budget and manpower, as well as
challenges in integrating new systems with legacy systems, further affect the
complexity of implementing the necessary changes (Wessel, 2020).

In conclusion, to achieve effective and innovative legal management, an
organisation needs to overcome these obstacles by formulating appropriate strategies,
providing insightful leadership, and investing in relevant human resources and
technology. By doing so, the legal department can function as a strategic partner that
contributes significantly to the achievement of business objectives and sustainable risk
management.

Conclusion

Innovation in the legal realm of business requires legal departments to move
from a traditionally more reactive role to a more proactive and strategic role within the
organisation. Technologies such as artificial intelligence, data analytics and automation
have been key drivers in this transformation, enabling increased efficiency, reduced
costs and the ability to focus on high-value tasks. Law departments that successfully



apply these technologies are able to minimise the risk of human error and support
business operations more effectively.

As the complexity of global rules and business increases, complying with various
laws and regulations becomes a necessity. Globalisation requires legal departments to
have a broad understanding of international and local laws and the ability to adapt
quickly to changing regulations in different jurisdictions. This strengthens the function
of the legal department as the guardian of regulatory compliance and a strategic risk
assessor within the organisation.

However, this transformation is not free from challenges. A disposition towards
change, both from individuals and the broader organisational culture, can slow the
adoption of needed innovations. In addition, resource constraints and challenges in
integrating new technologies with existing systems require special attention. Effective
transformation requires an inclusive strategy and skilled leadership to navigate through
these barriers and organise the smooth implementation of change.

Overall, the success of innovation in legal management depends largely on how
the organisation treats this transition. With the right strategy, investment in
technology, and a progressive approach to change, legal can evolve into a strategic
partner vital to overall business success. This requires commitment from all members
of the organisation and leadership to shape an environment that supports innovation
and sustainable growth.
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