Journal of Legal, Ethical and Regulatory Issues Volume 28, Special Issue 5, 2025

ARBITRATION OR LITIGATION? SMART
STRATEGIES FOR BUSINESS DISPUTE
RESOLUTION

Erie Hariyant, Anyang Normal University, China
ABSTRACT

Small businesses are the backbone of many economies, yet they often operate with
limited legal resources and face disproportionate exposure to lawsuits. From employment
disputes to contract breaches and intellectual property violations, legal challenges can
disrupt operations and drain financial resources. This article explores the most common
lawsuits faced by small businesses and offers practical strategies to prevent them. By
adopting proactive legal practices, small enterprises can safeguard their reputation,
finances, and long-term viability.
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INTRODUCTION

Running a small business involves juggling multiple responsibilities—sales,
operations, finance, and customer service. Legal compliance often takes a backseat until a
lawsuit lands on the doorstep. Unlike large corporations with in-house legal teams, small
businesses may lack the expertise or budget to navigate complex legal terrain. Understanding
common legal pitfalls and how to avoid them is essential for sustainable growth and risk
management (Mustapha et al., 2012).

One of the most frequent legal challenges involves employees. Claims may include:
For example, misclassifying employees as independent contractors can lead to penalties for
unpaid benefits and taxes. Similarly, failing to comply with workplace safety standards or
anti-discrimination laws can result in costly litigation. Maintain clear employment contracts
and job descriptions. Follow labor laws and minimum wage regulations. Provide anti-
harassment training and establish grievance procedures. Consult legal counsel before
terminating employees (Collins, 1989).

Contracts are the foundation of business relationships. Disputes may arise when one
party fails to fulfill its obligations, whether in vendor agreements, leases, or service contracts.
Use professionally drafted contracts with clear terms. Include dispute resolution clauses.
Small businesses often overlook intellectual property (IP) protection, making them vulnerable
to infringement claims or theft of their own assets (Eisenberger et al., 1986).

Using copyrighted images or music without permission. Trademark disputes over
brand names or logos. Failure to protect proprietary software or designs. Register trademarks,
copyrights, and patents. Avoid using third-party content without licenses. Include IP clauses
in employment and partnership agreements. Monitor competitors for potential infringement
(Miceli et al., 1988).

If a customer or visitor is injured on business premises, the company may be held
liable. This includes slip-and-fall accidents, unsafe conditions, or inadequate security.
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Misleading advertising, defective products, or failure to honor warranties can lead to lawsuits
under consumer protection laws. Ensure marketing claims are truthful and substantiated.
Comply with data privacy regulations when handling customer information (Near et al.,
2004).

CONCLUSION

Legal pitfalls are an unavoidable part of doing business, but they don’t have to be
catastrophic. By understanding common lawsuits and implementing preventive measures,
small businesses can reduce their legal exposure and focus on growth. A proactive legal
mindset—combined with sound policies and professional advice—can transform legal risk
into strategic resilience.
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