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Abstract

The relationship between legal systems and artificial intelligence decision-making in managing business
organizations is becoming increasingly crucial in light of fast-paced technological progress and growing legal
complexities. The topic for this research is the role of binding legal norms, exemplified by the EU’s Al Act and data
governance laws, in both directly and indirectly conditioning managerial decisions through artificial intelligence
systems. The study will be conducted through qualitative comparative research on large global organizations operating
in high-risk business environments and will isolate instances of patterns and trends in managing legal risks through
artificial intelligence systems and processes. The research will draw on semi-structured, qualitative research on views
obtained from compliance professionals, artificial intelligence software engineers, and CXO personnel, and on content
and text analysis of corporate governance reports to evaluate the effectiveness of legal compliance in altering
organizational behavior patterns. The research will show how legal systems are no longer external influences on
business organizations, as they are increasingly being constitutive of organizational behavior through various internal
mechanisms, including accountability algorithms, legal risk software, and cross-functional ethics committees, thereby
increasingly subjecting artificial intelligence decision processes to a set of legally informed constraints and
determinations. This will show how this synthesis of artificial intelligence decision systems and legal systems is leading
to a paradigm shift in management decisions and inference, thereby leading to greater resilience and greater trust-
building in corporate organizations by increasingly positioning the law as a resource, and thereby leading to greater
confidence and trust and trust-building in artificial corporate management systems.
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regulatory frameworks.
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1. Introduction

The relationship between law and artificial intelligence has, in recent years, moved beyond
the technical or legal background and has come to directly affect the way organizations are run. As
companies increasingly use Al systems to support managerial decisions, from risk assessment and
investment prioritization to supplier selection, customer scoring, or human resource management, it
is becoming increasingly clear that legal rules can no longer be treated as simple external
conditions, checked off at the end of a project. On the contrary, with the acceleration of
technological progress and the densification of legal obligations, the legal framework begins to sit
inside organizational processes and shape the very way in which decisions are constructed,
justified, and validated.

In this paper, we start from the idea that legal systems, through binding norms such as the
upcoming (and already influential) Al Act of the European Union, together with legislation on data
governance, not only limit the use of artificial intelligence, but also organize it. More precisely, I
am interested in how these norms condition management both directly, through explicit
requirements (risk assessments, transparency, auditability, clearly distributed responsibilities), and
indirectly, through internal mechanisms that emerge in response to the pressure of compliance:
accountability algorithms, legal risk management software, ethics committees or cross-functional
structures that translate law into operational rules and technical parameters. In other words, we try
to capture how law ends up being encapsulated in the decision-making architecture of Al and,
through this, influences the behavior of the organization.
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The question that guides me is simple in formulation, but difficult in consequences: how do
legal frameworks shape the way Al makes decisions in corporate management, especially in large
organizations operating in high-risk environments? Behind this question lies a practical stake: if Al
becomes a real governance tool, then the way we anchor it legally will determine not only how safe
it is, but also how credible and accepted it becomes inside and outside the company. And the
theoretical stake is equally important: | want to show that law no longer functions only as a
constraint coming from the outside, but increasingly as a constitutive element of the organization,
that is, a factor that enters the internal mechanisms and changes the way decisions are made.

To explore this dynamic, | draw on comparative qualitative research that follows global
organizations in contexts where risk is structural, either by the nature of the industry or by exposure
to regulation and liability. My method combines semi-structured interviews with compliance
professionals, Al software engineers, and executives (CXOs), with content analysis and textual
analysis of corporate governance documents. What | look for is not a snapshot of compliance, but
patterns: how certain solutions are repeated, what tensions arise between algorithmic efficiency and
legal requirements, how accountability processes are built, and what kind of organizational change
they generate.

Finally, | propose to argue that this synthesis between Al systems and legal systems produces
a paradigm shift in management. The decision is no longer just an optimized inference, but
becomes an inference made under embedded legal constraints, with audit trails, distributed
responsibilities and internal control mechanisms. And this transformation, although it may seem at
first glance to be a brake, often functions as a form of resilience: it creates the conditions for trust,
both inside the organization (between teams and decision levels) and outside (regulators, partners,
customers). In the logic | follow here, law is not just a limit, but becomes a managerial resource
that can stabilize and legitimize the decision assisted by artificial intelligence.

2. Theoretical and conceptual framework

Before | get into the analysis, | feel the need to establish a common language about what Al-
assisted decision-making in management actually means. In organizations, Al does not make
decisions in a vacuum: it structures options, prioritizes risks, recommends actions, and produces
justifications in formats that end up weighing in front of management. This is where | start with the
idea of human-Al symmetry: management is not replaced, but reconfigured, because humans and
algorithmic systems end up collaborating under conditions of uncertainty and complexity (Jarrahi,
2018). And this collaboration is not neutral: once the organization gets used to scores,
classifications, and predictions, the algorithm becomes an organizational actor that can redraw
boundaries of responsibility, modes of control, and even internal realities of work (Faraj et al.,
2018).

In my point of view, this is where law comes in as a shaping force, but not just as a limit. The
literature on accountable algorithms insists that simple transparency (open source) does not solve
the problems of fairness and compliance, but rather a combination of verifiable techniques and
procedures that can demonstrate that a system complies with relevant standards is more useful
(Kroll, 2015). This is important for my topic, because it moves the discussion from the abstract (Al
must be ethical) to the operational area: what needs to exist in the company for the decision assisted
by Al to be controllable, demonstrable and, if necessary, contestable.

When 1| bring up the European framework, | do not do it as a decoration, but as a concrete
mechanism for translating norms into internal requirements. The logic of the EU Al Act is risk-
based: certain uses are prohibited, others are treated as high-risk and attract governance,
documentation and control obligations (European Union, 2024; Veale & Zuiderveen Borgesius,
2021). For me, this is the key: regulation does not just constrain behavior, but forces organizations
to build internal infrastructure (processes, roles, records, auditability) that ends up sticking to the
way Al is allowed to function in management.
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At the same time, data governance remains, in practice, the ground on which any Al decision
rests. The GDPR sets rules for accountability and limitation of processing, and for automated
decisions there is a tension between what is legally required and what is technically feasible when it
comes to explanations (European Union, 2016). It seems useful here to me not to promise more
than the law can deliver: the discussion of a right to explanation in the GDPR is much more
nuanced than is popularly believed, and the literature shows why triumphalist interpretations can be
misleading (Wachter et al., 2017). Along these lines, interpretability becomes less of a fad and
more of a governance condition: you need explanations not to philosophically understand the
model, but to be able to manage risk, justify the decision and control it procedurally (Doshi-Velez
& Kim, 2017).

To describe how the law reaches inside the organization, | am greatly helped by the literature
on audit, verification and the institutionalization of risk management. The idea of audit society
captures precisely the tendency of organizations to transform compliance into rituals and internal
verification systems, which are no longer just one-off reactions, but become a stable part of how the
institution works (Power, 1997). Al amplifies this tendency: if the system produces decisions at
scale, then the organization also needs systems at scale to prove responsibility.

This brings us to the second conceptual block: concrete accountability mechanisms. In the
literature on algorithm auditing, the idea that organizations need to build end-to-end internal audit,
with documents, checkpoints, and traceability throughout the system’s lifecycle, not just at the end,
is a recurring theme (Raji et al., 2020). In parallel, proposals for algorithmic impact assessments
show how impact assessments can become a governance technology, but only if they are treated as
institutions (who is responsible, who validates, who can stop the system), not as simple formulas
(Selbst, 2021; Metcalf et al., 2021). This fits perfectly with my hypothesis about the constitutive
character of law: when impact assessments, auditing, and documentation become mandatory or
standardized, they begin to constrain the very design and use of Al in management.

Finally, 1 cannot ignore the normative-ethical layer, because in practice, many companies
justify their Al governance through ethical language (principles, values, trustworthy Al), and the
literature shows both convergences and limits. There is a global convergence around some
principles (transparency, accountability, fairness, confidentiality), but their implementation remains
uneven (Jobin et al., 2019). In addition, there is an important caveat: if ethics is used as a substitute
for obligations, it can degenerate into ethics washing, i.e. into an appearance without a mechanism
(Bietti, 2020). That is why, for me, the most interesting part is the intersection area: how the
principles are translated into verifiable procedures and legally compatible controls (Floridi et al.,
2018).

3. Research methodology

Given the emerging and complex nature of the intersection between legal frameworks and
artificial intelligence systems, this paper adopts a comparative qualitative research strategy. The
central methodological objective was not to statistically measure the degree of compliance, but to
understand the causal mechanisms and internal processes through which the legal norm ends up
modifying the decision-making architecture. The choice of the qualitative method is justified by the
need to explore phenomena that usually take place behind the corporate curtain, where tensions
between algorithmic efficiency and legal rigor are informally negotiated before being codified in
standardized procedures.

The study is based on a purposive sampling logic, targeting global organizations operating in
high-risk environments, where regulatory pressure, generated by the upcoming Al Act or GDPR
norms, is maximum. Entities from the financial-banking, healthcare and technology sectors were
selected for analysis, areas where automated decisions have a direct impact on fundamental rights
or economic stability. This sectoral diversity allowed the isolation of compliance patterns that
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transcend the specifics of a single industry, thus validating the hypothesis that law acts as a
constitutive factor of the organization, regardless of the field of activity.

To avoid the bias inherent in a single perspective and to ensure the robustness of the
conclusions, the research used a data triangulation method, combining semi-structured interviews
with documentary analysis. The interviews targeted key actors located at different points in the
decision-making chain, including software engineers and data scientists, compliance professionals
and members of the strategic leadership (CXO). This approach aimed to capture the tensions
between the different internal languages: the technical one, oriented towards statistical
performance, and the legal one, oriented towards minimizing risks. In addition, a corpus of
corporate governance documents, such as sustainability reports and Al codes of ethics, was
analyzed to identify discrepancies between public commitments and the operational reality of
control mechanisms.

An important aspect of this methodology is the ethical management of data and the inherent
limitations of access to strategic information. Given the highly sensitive nature of the intellectual
property on algorithms and risk management strategies, access to subjects was subject to strict
confidentiality clauses. For this reason, the data were completely anonymized and the identity of
the participating organizations is not disclosed, the research focusing on the typology of processes
and not on nominal case studies. Although this constraint limits the possibility of exact replication
of the study, it allowed obtaining honest information about the real implementation difficulties,
information that would otherwise have been censored in a public context. The collected data were
subjected to rigorous thematic analysis, aiming to identify recurring patterns in the way
organizations translate abstract legal requirements into technical parameters and audit procedures.

4. Results and discussions

The analysis of the collected data reveals that the impact of legal frameworks, such as the Al
Act or GDPR, on corporate management is not a linear one, limited to the simple fulfillment of
bureaucratic requirements. On the contrary, the results indicate a profound transformation in the
way in which organizations structure their decision-making processes. It should be noted once
again that, given the sensitivity of information regarding risk strategies and intellectual property on
algorithms, the organizations included in the study requested strict anonymity. This deliberate
opacity indirectly confirms the huge stake that legal compliance has in protecting corporate
reputation. Beyond these access limitations, the aggregated data outlines three major trends that
describe the new organizational reality.

A first distinct result, observed cross-sectionally in the analyzed organizations, is the
emergence of hybrid governance structures and so-called “friction zones”. While legal and
technical departments used to operate in separate spheres, the pressure of new regulations has
forced an operational merger that is not without tensions. Engineers tend to define risk in terms of
statistical error, while compliance officers view it in terms of legal liability. The study shows that,
to mediate this conflict of language and vision, companies have created new “translation” roles,
such as Al ethicists or algorithm auditors. These actors, while not always holding the final
decision-making power, exercise a procedural veto, blocking systems whose documentation is
incomplete. Thus, the managerial decision becomes the result of a continuous internal negotiation
between technical performance and legal certainty.

Perhaps the most interesting finding of the research concerns the way in which law acts as a
silent architect of technical systems, modifying the code before it is put into operation. In high-risk
sectors, such as banking or human resources, a clear trend of technological self-limitation has been
identified, which we can call the “performance paradox”. Several respondents indicated that their
organizations have deliberately chosen to avoid “black box” models, such as deep unstructured
neural networks, in favor of simpler models, such as decision trees. The motivation behind this
choice is not technical, but strictly governance: simple models are easier to explain to regulators.

ACADEMICA BRANCUSI” PUBLISHER, ISSN 2344 — 3685/ISSN-L 1844 - 7007

346



Annals of the ,,Constantin Brincusi” University of Targu Jiu, Economy Series, Issue 1 /2026

This finding validates the hypothesis that the legal framework functions as a selection filter, with
management preferring an explainable and defensible decision to the detriment of an optimal but
opaque decision.

Last but not least, the analysis of internal documents revealed an intense concern for
traceability, which turns auditability into a managerial defense mechanism. In practice, Al systems
are surrounded by dense layers of records that document the entire history of a decision, from
model training to the final result. This bureaucratization of Al suggests a shift toward a defensive
management style, in which human managers use compliance reports to deflect responsibility for
errors. When a system produces a controversial result, the organization’s defense is not based on
the infallibility of the algorithm, but on demonstrating compliance with procedural steps. Overall,
these findings show that organizations are beginning to internalize the law as a standard of quality
and stability, even if this entails operational costs and a slowdown in innovation processes.

5. Conclusions

In this research, | started from an intuition that, over time, seemed increasingly difficult to
ignore: with the entry of Al into the areas of managerial decision-making, law no longer remains a
fence placed outside the organization, but begins to be an element of its internal infrastructure. We
are not just talking about rules that prohibit or allow, but about rules that oblige the organization to
build mechanisms, roles and procedures through which Al becomes governable. The logic of risk-
based regulation, specific to the Al Act, pushes companies towards a type of management in which
documentation, traceability and control over the entire life cycle of systems are no longer optional,
but operating conditions. In this sense, | came to see the legal framework not as a simple constraint,
but as a force that shapes the way in which Al-assisted decision-making is designed and used.

What emerged most clearly, conceptually, is that Al-assisted managerial decision-making
becomes a decision under embedded constraints. Where previously management could assess a
model’s performance almost exclusively through efficiency and accuracy, now a second, equally
important axis emerges: the demonstrability of compliance and accountability. In practice, this
means that organizations end up developing a kind of internal grammar of accountability:
accountability algorithms, legal risk management tools, internal audit, cross-functional committees,
and escalation procedures when a system produces sensitive results. The literature on accountable
algorithms and internal audit helped me understand that this shift is not just good practice but a
realistic condition for organizational control when Al operates at scale. At the same time, | also
recognized the risk that these mechanisms could become rituals, that is, forms without substance,
especially in organizations that are tempted to confuse compliance with document production.

On the topic of transparency and explanation, my conclusion is more nuanced than | would
have initially expected. In the public sphere, the idea that the law requires explanation is
sometimes taken for granted, but the literature shows that things are more complicated, especially
when automated decisions and opaque models come into play. From a corporate management
perspective, explanation is not just a philosophical issue about interpretability, but a governance
condition: you need explanations that are good enough to justify the decision, to verify it, and to
challenge it internally when necessary. This also changes the way technical solutions are chosen,
because sometimes the organization prefers more controllable models to the detriment of marginal
performance gains.

Perhaps the most important thing | take with me is the idea of a paradigm shift in
management: instead of treating the law as an obstacle, organizations start using it as a resource for
stabilization and legitimization. In high-risk conditions, compliance is no longer just about avoiding
sanctions, but about building trust, internally, between technical teams, compliance, and
management, and externally, towards regulators, partners, and the public. In organizational terms,
this produces a form of human-Al symbiosis in which roles are redistributed: humans do not
disappear from decision-making, but are pushed into tasks of oversight, justification, and
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accountability, while Al becomes a tool for inference under rules. From an ethical perspective, |
also found it useful to keep the warning that the language of trusted Al can be used superficially,
without verifiable mechanisms, ethics risks becoming just a reputational layer. In this sense, it is
precisely the meeting of ethics and law, when translated into procedures and audits, that seems to
me to be the point where organizations show their real maturity.

Of course, this approach has limits that | consider part of the honesty of research. A
comparative qualitative research gives you depth, but it does not promise statistical generalization.
In addition, access to internal data about real patterns, incidents, audits, or tensions can be filtered
by confidentiality and the organizational interest in presenting itself in a good light. That is why we
rely on triangulation and comparison between cases as a form of strengthening credibility. For
future research, it seems natural to me to continue in two directions: a longitudinal one, which
would track how Al governance changes as the Al Act is effectively implemented in practice, and a
mixed one, which would combine qualitative depth with quantitative indicators (e.g., types of
controls implemented, frequency of incidents, response times and compliance costs).

I conclude with an idea that | consider central: as Al becomes a decision infrastructure, law
becomes an organizational infrastructure. And this encounter produces not only limitations, but also
a reorganization of trust, a shift from we rely on the system because it performs to we rely on the
system because it performs under controlled, verifiable, and assumed conditions. If there is a
practical meaning to this work, it is precisely this: in contemporary corporate management,
competence no longer means just implementing Al, but governing it legally and responsibly, as an
integrated part of the organization.
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