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ABSTRACT 
In the context of globalized commerce, legal due diligence has emerged as a vital 
strategic instrument for mitigating risks in international business transactions and 
partnerships. This paper examines the multifaceted role of legal due diligence in 
identifying legal liabilities, ensuring regulatory compliance, and supporting decision-
making processes in cross-border operations. Drawing on academic and regulatory 
sources, the discussion highlights key areas of legal risk, including anti-corruption 
compliance, intellectual property rights, and the emerging significance of environmental, 
social, and governance (ESG) frameworks. The complexities inherent in navigating 
multiple legal systems and jurisdictional standards are addressed, emphasizing the 
necessity of multidisciplinary approaches and technological tools for efficient risk 
assessment. The findings reinforce the importance of proactive legal due diligence as a 
foundational practice for building resilient and legally compliant international 
partnerships. 
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INTRODUCTION 

In an increasingly globalized business environment, legal due diligence is an 

essential process for identifying and managing risks in international transactions and 

partnerships. Due diligence serves as a critical tool for companies seeking to evaluate 

legal liabilities, ensure regulatory compliance, and avoid post-transaction disputes in 

cross-border operations. As such, it plays a strategic role in corporate decision-making, 

particularly in mergers, acquisitions, joint ventures, and licensing agreements that span 

multiple legal jurisdictions. 

Legal due diligence involves a thorough review of the target entity’s legal 

standing, contractual obligations, corporate governance, litigation history, compliance 

with local and international regulations, and intellectual property rights. In cross-border 

contexts, this process becomes more complex due to the interplay between different 

legal systems, standards of enforcement, and cultural expectations (Siems, 2014). The 

challenge lies not only in interpreting foreign legal norms but also in anticipating the 

legal risks that arise from regulatory misalignments. For example, differences in antitrust 

regulation, labor law, or anti-bribery compliance between jurisdictions can materially 

affect the viability and cost structure of a deal. 

Empirical research has shown that robust legal due diligence is positively 

associated with post-transaction performance and reduced litigation. Bertram, Dittmann, 

and Hentschel (2022) emphasize that the early identification of legal risks can reduce 

transaction failures and enhance negotiation outcomes. Moreover, the proper evaluation 

of a partner’s legal exposure — including pending lawsuits or historical regulatory 

violations — allows firms to either renegotiate terms or withdraw from potentially 

damaging deals. 

An important area of focus in international legal due diligence is anti-corruption 

compliance. Laws such as the U.S. Foreign Corrupt Practices Act (FCPA) and the UK 

Bribery Act have extraterritorial reach, making companies liable for the actions of 

foreign subsidiaries or third-party partners. According to Koehler (2012), failure to 

assess compliance in this area has resulted in significant penalties for multinational 

corporations. Consequently, legal due diligence must include the evaluation of internal 

controls, audit trails, and historical compliance records. 

Another critical dimension is intellectual property (IP) protection. In many 

international partnerships, especially in technology-intensive sectors, the transfer or 



  

 

 

International Seven Multidisciplinary Journal, São José dos Pinhais, v.1, n.2, Jul./Dez., 2022  

licensing of proprietary knowledge is a key component of the agreement. Legal due 

diligence must ensure that IP rights are clearly established, protected, and enforceable 

in the host country. As Ganea and Pattloch (2014) note, weaknesses in IP regimes in 

some jurisdictions pose serious risks to foreign investors, who may struggle to enforce 

patents or trademarks. 

Recent developments also point to the rising importance of environmental, social, 

and governance (ESG) considerations within legal due diligence. Regulatory bodies in 

the European Union and other regions are implementing mandatory human rights and 

environmental due diligence requirements for companies operating across borders. 

According to BEBIÁK (2019), this shift marks a transformation in the role of legal due 

diligence from a reactive compliance mechanism to a proactive governance tool. 

To manage these complexities, multinational firms often engage local counsel 

and multidisciplinary teams to navigate jurisdiction-specific risks. The integration of 

legal, financial, and operational assessments ensures a holistic approach to risk 

identification. Furthermore, technological advancements such as AI-based contract 

analysis and legal analytics are increasingly employed to streamline the due diligence 

process and uncover hidden liabilities with greater precision (Remus & Levy, 2016). 

The flowchart titled "Legal Due Diligence in International Transactions" outlines 

the step-by-step process that companies follow to identify and mitigate legal risks in 

cross-border business operations. It begins with the initiation of a transaction or 

partnership proposal and progresses through stages such as preliminary legal 

screening, assembling a multidisciplinary team, and conducting a detailed analysis of 

key legal aspects, including contracts, governance, litigation, regulatory compliance, 

intellectual property, and anti-corruption measures. Based on the findings, firms assess 

the severity of legal risks and either renegotiate terms, implement safeguards, or 

withdraw from the deal if necessary. The process concludes with post-transaction 

compliance monitoring, ensuring continued legal conformity and risk control. 
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Figure 1. Legal Due Diligence in International Transactions. 

 
Source: Created by author. 

 

In conclusion, legal due diligence is an indispensable element in the successful 

execution of international commercial operations. It provides a comprehensive In 

conclusion, legal due diligence is an indispensable element in the successful execution 

of international commercial operations. It provides a comprehensive framework for 
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identifying, assessing, and mitigating legal risks that could otherwise jeopardize the 

viability of cross-border transactions and partnerships. By conducting thorough legal 

investigations, companies can make more informed strategic decisions, negotiate better 

terms, and proactively address potential liabilities before they materialize into costly 

disputes or regulatory sanctions. Furthermore, as international regulatory environments 

grow increasingly complex—with heightened focus on anti-corruption laws, intellectual 

property protection, and emerging ESG requirements—the role of legal due diligence 

evolves beyond mere compliance to become a strategic governance tool that supports 

sustainable business practices. 

Multinational firms that invest in multidisciplinary teams and leverage advanced 

technological solutions enhance their capacity to navigate jurisdictional complexities 

and rapidly changing legal frameworks. Ultimately, rigorous legal due diligence not only 

safeguards organizational interests but also fosters trust and resilience in international 

partnerships, enabling companies to seize global opportunities with greater confidence 

and stability. As the global business environment continues to integrate, the strategic 

value and necessity of robust legal due diligence will only intensify, underscoring its 

status as a cornerstone of sound international business strategy. 
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