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I. INTRODUCTION

A.  Introduction

The metaverse is a three-dimensional virtual environment that can be in-
habited rather than viewed on a screen.! In the metaverse, users can engage in a
variety of activities, such as buying and selling virtual land, working, interacting
with others, hosting events like weddings and graduation ceremonies, and play-
ing virtual reality games.? As people increasingly conduct virtual business trans-
actions in this vast and immersive digital universe,’ the need for appropriate dis-
pute-resolution systems becomes critical. In this setting, international arbitral
tribunals face both obstacles and possibilities in responding to the distinct nature
of disputes resulting from virtual economic transactions undertaken in the
metaverse.* The metaverse is not a unified framework.> It may be more accurate
to refer to “metaverses” or diverse virtual ecosystems.® Certain metaverses are
centralized, managed by a dominant entity, such as Meta’s metaverse platform.’
In contrast others are decentralized, regulated by users or token holders, includ-
ing platforms like Decentraland and The Sandbox.® Some decentralized
metaverses adopt structures like Decentralized Autonomous Organizations
(DAOs), where the power to make decisions and manage the platform rests with
the community members who hold tokens.® This model creates substantial

1. Thien Huynh-The, et al., Blockchain for the Metaverse: A Review, 143 FUTURE GENERATION COMPUT.
Svs., 401, 401 (2023), https://doi.org/10.1016/j.future.2023.02.008 [https://perma.cc/KX2T-T7N3].

2. Karl Blom, et al., Spilling the Beans on Disputes in the Metaverse, ITWEB (Oct. 23, 2023), https:/
www.itweb.co.za/article/spilling-the-beans-on-disputes-in-the-metaverse/Olx4z7kaQg9q56km [https://perma.
cc/XE7S-KNKZ].

3. Elizabeth Chan & Emily Hay, Something Borrowed, Something Blue: The Best of Both Worlds in
Metaverse-Related Disputes, 15 CONTEMP. ASIA ARB. J. 205, 205 (Nov. 30, 2022), https://ssrn.com/abstract
=4417975 [https://perma.cc/78L9-BSHM].

4. Blom, et al., supra note 2.

5. Chan & Hay, supra note 3, at 209.
6. Id

7. Id. at 209-210.

8. Id at210.

9. Id
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hurdles in enforcing arbitral awards against DAOs.!? Operating beyond conven-
tional legal systems via blockchain technology commonly termed as Web3,
these environments enable a user-driven internet in which smart contracts exe-
cute agreements automatically, without needing any approval from government
agencies or state authorities.!! This changes dispute resolution completely. Here,
arbitration uses these self-running contracts.'? But does this even count as legal
‘arbitration’ under frameworks like the New York Convention?

Blockchain underpins many metaverse elements through a distributed
ledger that acts as a permanent digital record-keeper for all activity. It works by
linking groups of data, or “blocks,” together in a continuous chain, where each
new piece of information is locked to the previous one using secure encryption.'?
To keep the system trustworthy without a central boss, the network uses mathe-
matical puzzles and community-wide agreement, known as consensus mecha-
nisms, to verify that every entry is accurate and secure.'*

Arbitration, a well-known alternative dispute resolution process, provides
a flexible and confidential way for parties to resolve their disputes outside of
judicial systems.!> With the increasing frequency of virtual economic activity,
the issue of how international arbitral tribunals can use metaverse technology
arises.'® This includes using virtual reality experiences, gamified simulations,
and interactive evidence presentation during hearings to effectively resolve con-
flicts that arise within the metaverse’s virtual domains.!”

This paper examines on-chain arbitration in the decentralized metaverse—
platforms like Kleros, where token-staked anonymous jurors resolve disputes
and smart contracts automatically enforce awards directly on the blockchain,
bypassing courts entirely.'® By contrast, off-chain arbitration leverages block-
chain tools (i.e., for evidence) but follows traditional processes requiring court
enforcement.'® These distinctions are critical: on-chain lacks a physical seat, and
treats code as binding rules, while off-chain aligns with conventional

10. Id.

1. Id

12.  Arbitrating Smart Contract Disputes, NORTON ROSE FULBRIGHT (Oct. 2017), https://www.norton
rosefulbright.com/en-in/knowledge/publications/ea958758/arbitrating-smart-contract-disputes  [https://perma.
cc/UV64-QRYY].

13.  Brooke Becher, What Are Blockchain Nodes and How Do They Work?, BUILTIN (May 30, 2024),
https://builtin.com/blockchain/blockchain-node [https://perma.cc/XKV4-5U54]; Chan & Hay, supra note 3, at
210.

14.  Blockchain Technolgy, CTR. EXCELLENCE IN BLOCKCHAIN TECH., https://blockchain.gov.in/Home/
BlockChain?blockchain=blockchain [https://perma.cc/96ED-5EC3] (last visited Jul. 6, 2025); Chan & Hay, su-
pra note 3, at 210.

15. See RONAN FEEHILY, INTERNATIONAL COMMERCIAL MEDIATION, 13-14 (2022) (summarizing arbi-
tration, including its various forms). For a discussion on confidentiality in international commercial arbitration,
see Avinash Poorooye & Ronan Feehily, Confidentiality and Transparency in International Commercial Arbi-
tration: Finding the Right Balance, 22 HARV. NEGOT. L. REV. 275 (2017).

16. Rana Sajjad, Metaverse’s First Arbitration Proceeding, AM REV. INT’L ARBITRATION (Sept. 25,
2023), https://aria.law.columbia.edu/metaverses-first-arbitration-proceeding/ [https://perma.cc/6XQH-5HLB].

17. Id

18.  Chan & Hay, supra note 3, at 214-15.

19. 1Id at215,223.
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frameworks such as the New York Convention.?’ This paper focuses on the
question: To what extent are on-chain metaverse arbitrations arbitrable under
frameworks like the New York Convention and others?

B.  The Metaverse Regulatory Framework

The arbitrability of disputes in the metaverse raises significant concerns
about the framework that should regulate them.?! If disputes in the metaverse
are arbitrable, it is critical to build a legal structure that ensures the arbitration
procedure is clear, consistent, and legitimate. This framework would need to
address jurisdictional issues, procedural concerns, and arbitration award en-
forcement, among other metaverse-specific aspects.

Understanding and modifying the tools and regulatory frameworks for ar-
bitration in the metaverse is critical to sustaining a fair, efficient, and trustworthy
dispute-resolution system in the digital age as virtual transactions become more
common and complex.?? This article goes beyond previous considerations of al-
ternate dispute resolution procedures and goes into the metaverse’s potential for
arbitrating disputes. It emphasizes the metaverse’s immersive and participatory
nature. Using these elements could improve the fairness, transparency, and com-
prehensibility of resolving complex commercial virtual disputes. Arbitration has
the potential to be used in a wide range of metaverse disputes. From intellectual
property conflicts to contractual violations in virtual economies, using arbitra-
tion in metaverse disputes could provide a novel and practical solution.

This article also focuses on what disputes are arbitrable in the metaverse,
their arbitrable nature, how they will be regulated, and what legal framework is
acceptable or required. It will further analyze relevant regulatory frameworks
and assess whether this technology is beneficial for business entities in respect
of virtual business transactions. The role of blockchain in the metaverse is as-
sessed to show its usage, complexity, and importance in virtual transactions.
Further, the resolution mechanism and how it will work and potentially be reg-
ulated is discussed.”® By analyzing current and previous cases involving virtual
commercial transactions that have been arbitrated or litigated, how traditional
arbitration procedures were used are examined and how metaverse technology
could have improved or changed the dispute settlement process are evaluated.

Legal frameworks and procedures for international arbitration across juris-
dictions are assessed. This article examines how these jurisdictions treat devel-
oping technologies, such as virtual reality and the metaverse, in the context of
conflict resolution. This article explores the legal and ethical implications of us-
ing metaverse technology for international arbitration. Concerns such as data

20. Id.at218.

21. Id. at 208-09.

22.  See id. at 207-09 (explaining that the virtual world is becoming more prevalent and advantages of
arbitration can be applied to this virtual world).

23.  See Thien Huynh-The et al., Blockchain for the Metaverse: A Review, 143 FUTURE GENERATION
COMPUT. SYS., 401, 411 (2023), https://doi.org/10.1016/j.future.2023.02.008 (noting how Blockchain can aid in
resolving issues).
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privacy, security, and the enforceability of virtual awards are investigated. The
international arbitration institutions’ rules and guidelines are assessed to deter-
mine how they need to be revised to use metaverse technology in conflict settle-
ment.

This article provides jurisdictional clarity, by assessing existing frame-
works for addressing jurisdictional issues in the metaverse and proposing re-
forms for future international arbitration accords and conventions. It also pro-
vides procedural improvements. By finding the most effective applications of
metaverse tools such as virtual reality experiences and gamified simulations, this
article can help to shape new international arbitration rules and processes for the
virtual world. This article also assists with evidence guidelines: by analyzing the
admissibility and ethical implications of newer evidence forms such as interac-
tive presentations and virtual world re-creations, it can help to define new evi-
dence standards in metaverse arbitration.

Exploring the issue of metaverse-specific arbitration methods as outlined
above adds value to the field in various ways. First, there is potential to stimulate
creativity by developing arbitration processes specifically designed for the
metaverse.”* Investigating the feasibility and ramifications of holding hearings
in this virtual world can yield valuable insights for developing efficient, immer-
sive conflict-resolution procedures.”” Second, investigating the jurisdictional
difficulties surrounding metaverse-based arbitration processes is critical.’® By
analyzing the location characteristics of such processes, we can help to create
clearer legal frameworks.?” This, in turn, reduces conflicts with current jurisdic-
tional norms, making way for a more structured and legally sound environ-
ment.?8

Third, this article intends to improve fairness and openness in metaverse
arbitration. Leveraging virtual reality and interactive evidence presentation tech-
niques is vital to ensuring that all concerned parties have a clear understanding
of the dispute and the arbitral process.?’ This method can boost trust and ac-
ceptance of outcomes by creating a more understandable, interactive platform.3°

Finally, by demonstrating the validity and effectiveness of metaverse arbi-
tration in providing fair and efficient conflict resolution, this article helps to pro-
mote its wider use. Legal stakeholders and businesses may be more likely to
adopt this strategy for metaverse transactions, recognizing its potential to im-
prove the overall integrity of the arbitration process in this unique virtual
realm.’!

24. Sajjad, supra note 16.

25. Id.

26. Chan & Hay, supra note 3, at 213.

27. Id. at2l4.

28. Id.

29. See Sajjad, supra note 16 (discussing how proceedings in the metaverse can be an extension of virtual
hearings).

30. Id

31. See Id. (noting that metaverse experiences can help participants apply this knowledge to the real
world).
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II. DISPUTES IN THE METAVERSE

A.  Areas of Dispute

The metaverse fosters conflicts between users and platforms, with disputes
emerging over the value of virtual products, ownership of user-generated mate-
rial, and even how people behave through their avatars.’? Such legal disputes
will result from disagreements regarding intellectual property rights among us-
ers over ownership of virtual creations such as non-fungible tokens (NFTs).33
Others will involve third-party rights, for example, where a copyrighted song is
used in a virtual world development, a third party may have a claim.>* Code and
security is another area where bugs in the metaverse platform or security
breaches may result in user disputes.®> Similarly, uncertain or unenforceable
terms of service in the metaverse may result in user complaints.3® The way user
data is collected, stored, and used in the metaverse could also generate regula-
tory concerns.’” In terms of user-to-user contracts, decentralized platforms sup-
port user-created contracts, such as smart contracts, for transactions.’® Disputes
may develop if these agreements are unclear or breached.?

B.  Arbitrable disputes in the Metaverse

As the metaverse is emerging, so are the cases arising out of it.** Disputes
relating to intellectual property rights within the virtual arena are arbitrable in
nature, involving issues such as conflicts over ownership and usage rights of
virtual assets.*! Intellectual property difficulties in the fashion and luxury goods

32. Jason Rix & Katrina Limond, Real-World Disputes In The Virtual World, A&O SHEARMAN (Oct. 3,
2023), https://www.aoshearman.com/en/insights/future-disputes-risks/real-world-disputes-in-the-virtual-world
[https://perma.cc/ZMF5-T8CK].

33. NFTs are unique digital identifiers that are recorded on a blockchain. They certify ownership and
authenticity. They can’t be copied, substituted, or subdivided. Ownership is recorded in the blockchain and can
be transferred permitting them to be sold and traded. See Bobby Allyn, What’s An NFT? And Why Are People
Paying Millions To Buy Them?, NPR (Mar. 5, 2021, 7:00 PM ET), https://www.npr.org/2021/03/05/97408938
1/whats-an-nft-and-why-are-people-paying-millions-to-buy-them [https://perma.cc/34RU-3VBD] (explaining
NFTs).

34.  See, e.g., Intellectual Property Rights in Virtual Worlds, EUR. COMM’N (Mar. 31, 2025), https://digi-
tal-strategy.ec.europa.eu/en/policies/virtual-worlds-intellectual-property [https:/perma.cc/6DNG-HPGH] (de-
scribing the legal requirements for using third-party copyrighted works in the E.U.).

35. See Shiya Liu, The Security Challenges of the “Metaverse”, 2 SEC. & SAFETY 1, 2-3 (2023), https://
www.researchgate.net/publication/370771589_The Security Challenges_of The Metaverse [https://perma.cc/
NU75-JDRE] (explaining security risks that stem from the metaverse).

36. Amy J. Schmitz, et al., Resolving NFT and Blockchain Disputes, STAN. J. BLOCKCHAIN L. & POL’Y
156, 165 (2023).

37. Héctor Laiz-Ibanez, et al., The Metaverse: Privacy and Information Security Risks, 5 INT’L J. INFO.
MGMT. DATA INSIGHTS 1, 13 (2025).

38. See Erika Rasure & Suzanne Kvilhaug, Smart Contracts on Blockchain: Definition, Functionality,
and Applications, INVESTOPEDIA (Aug. 6, 2025), https://www.investopedia.com/terms/s/smart-contracts.asp
[https://perma.cc/D4F4-FIFY] (defining smart contracts and explaining their functions).

39. Blom, et al., supra note 2.

40. See Sajjad, supra note 16 (discussing the new rise of arbitration with metaverse-related cases).

41. Rocco Limongelli & Ludovica Sposini, The (Virtual) Battle for Intellectual Property Rights in the
Metaverse: The Case of Copyright, Trademarks and the NFT Technology, 6 METAVERSE 2025, 1, 6, https:/
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industries have already started to surface.*? In January 2022, French luxury fash-
ion house Hermes sued Mason Rothschild, an artist who was selling “MetaBir-
kins,” digital duplications of Hermés’ Birkin bag.** Hermés claimed trademark
infringement and diluted use of the Birkin moniker.** In Hermés International
v. Rothschild, the argument revolved around trademark infringement and cyber-
squatting in the metaverse.*> A federal jury in New York unanimously ruled in
favor of Hermés International, confirming that Rothschild had infringed
Hermés’ trademark rights and was guilty of cybersquatting.*® While the case is
on appeal before the US Court of Appeals for the Second Circuit, it demonstrates
the growing necessity for arbitration to resolve intellectual property disputes in-
volving digital assets.*’ Arbitration could provide a more efficient mechanism
for resolving such complicated matters, potentially leading to faster results than
regular court proceedings.*®

Consumer disputes emerging from interactions in the metaverse are an-
other type of conflict that can be effectively handled through arbitration.* These
conflicts may concern virtual property transactions, digital goods purchases, in-
cluding NFTs, Blockchain transactions, and service agreements between users
and platform providers.’® Metaverse platforms’ terms of service include arbitra-
tion clauses, which provide an organized and efficient mechanism for addressing
and resolving consumer-related complaints, providing a fair process for all par-
ties involved.>!

Platforms like Roblox adopt the FedArb’s Expedited Arbitration Rules,>
while Meta Avatar> and MetaMask>* employ the American Arbitration Associ-
ation’s Commercial Arbitration Rules and Supplementary Procedures for

www.researchgate.net/publication/389609647_The_virtual_battle_for_intellectual_property rights_in_the
metaverse [https://perma.cc/CD6V-M3DF].

42.  Intellectual Property Issues in Metaverse and Non-Fungible Token (NFT), ONC LAWYERS (May 31,
2022), https://www.onc.hk/en_US/publication/intellectual-property-issues-in-metaverse-and-non-fungible-
token-nft [https://perma.cc/9HCK-STQW].

43, Id.

44, Id.

45.  See generally Hermes Int’l v. Rothschild, 678 F. Supp. 3d 475 (S.D.N.Y. 2023) (discussing the find-
ings of the case).

46. Id. at481,487.

47. Blake Brittain, MetaBirkins NFT Creator, Hermes Square Off in US Trademark Appeal, REUTERS
(Oct. 23, 2024), https://www.reuters.com/legal/litigation/metabirkins-nft-creator-hermes-square-off-us-trade-
mark-appeal-2024-10-23/ [https://perma.cc/ZA36-TQUF]; Andrew Pimlott, Resolving Crypto Disputes
Through International Arbitration, JDSUPRA (Oct. 28, 2022), https://www jdsupra.com/legalnews/resolving-
crypto-disputes-through-1342082/ [https://perma.cc/5U4Q-DGZ9].

48. Pimlott, supra note 47.

49. See generally, Schmitz, supra note 36 (discussing the complexities of resolving disputes in the
metaverse, with a focus on NFTs).

50. Id.

51. Chan & Hay, supra note 3, at 214.

52.  Roblox Terms of Use, ROBLOX (Mar. 4, 2026), https://en.help.roblox.com/hc/en-us/articles/115004
647846-Roblox-Terms-of-Use [https:/perma.cc/LMT2-MUBJ].

53.  Meta Avatars Terms of Service, META (Oct. 29, 2025), https://www.meta.com/in/legal/avatars/terms-
of-service/ [https://perma.cc/B6CL-AZBP].

54. Terms of Service, METAMASK, https://community.metamask.io/tos#heading%E2%80%93disputes
[https://perma.cc/FWG2-TX99] (last visited Feb. 23, 2026).
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Consumer Related Disputes.*® International arbitration has consequently entered
the new virtual economy, and it appears poised to become the preferred dispute
resolution option for user-to-platform metaverse conflicts.> Pietro Ortolani ar-
gues blockchain-based arbitration diverges from traditional legal concepts due
to self-execution and lack of court oversight.’” Ortolani questions if blockchain
arbitration is real arbitration.’® Platforms like Kleros use smart contracts that
auto-enforce awards where no courts are needed.” Traditional arbitration needs
courts; Ortolani says this bypasses court oversight and physical “seats,” so it
might not qualify as legal arbitration.®® This doubt is exactly what this paper
investigates.®! However, while these unambiguous rules and procedures regulate
disputes across platforms, there is no common system to facilitate the resolution
of disputes among metaverse users.%?

C. The Pivotal Role of Smart Contracts

Disputes arising out of user-to-user transactions in the metaverse can also
come under arbitration.%® User-to-user transactions, which can be interpreted as
virtual business transactions in the metaverse, are executed through smart con-
tracts.® These contracts play a major role in the metaverse.® Smart contracts are
contracts that are digitally enabled and execute the provisions of an agreement
on their own.® The term refers to computer program code that can enable, exe-
cute, and enforce the negotiation or performance of an agreement utilizing
blockchain technology.5” To put it simply, it is a tiny computer program that
keeps a contract’s terms and conditions within a blockchain.®® This fully digital
contract, which operates on blockchain nodes, cannot be modified.®® A contract

55.  See supra notes 53—54 (pointing to the terms of service for these platforms).

56. Chan & Hay, supra note 3, at 213.

57. Pietro Ortolani, Recognition and Enforcement of the Outcome of Blockchain-Based Dispute Resolu-
tion, in 4 BLOCKCHAIN & PRIVATE INT’L L. 642, 645 (Andrea Bonomi, et al., eds., 2023).

58. Id. at 654.

59. Cayetana Santaolalla, Cryptotribunals: The Unavoidable Change of Arbitration?, COMP. DIGIT. L.
BLOG (Mar. 11, 2025), https://lawandtech.ie/cryptotribunals-the-unavoidable-change-of-arbitration/ [https://
perma.cc/M4RS-2NSG].

60. Ortolani, supra note 57, at 667—68.

61. See generally Ortolani, supra note 57 (exploring the intersection of blockchains and arbitration).

62.  See generally id. (discussing these issues).

63. Chan & Hay, supra note 3, at 212, 215.

64. Id.at212.

65. Id. at210.

66.  What Are Smart Contracts on Blockchain?, IBM, https://www.ibm.com/think/topics/smart-contracts
[https://perma.cc/7GXZ-BBSL] (last visited Feb. 23, 2026).

67. Id.

68.  See Becher, supra note 13 (describing that a node is a computer system or device that participates in
a blockchain network by maintaining a copy of the blockchain’s ledger and verifies and authenticates transac-
tions.).

69. Id.
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is a smart contract if it stores rules, and verifies rules’, is self-executing, and
operates in a decentralized manner.”!

A smart contract may be written fully in code or it may be a code-based
contract with a natural language variant.”” It may also be a hybrid contract,
which covers a broad spectrum of situations, where some contractual obligations
are defined in natural language and others are defined in the code of a computer
program.”® E-commerce in the metaverse is made much more efficient through
the use of smart contracts, which handle the heavy lifting of virtual business
automatically. These digital agreements allow sellers to conduct trades that are
both secure and easy to track without needing a middleman. For instance, they
can automatically ensure that creators receive their royalty payments instantly
and manage the ownership of digital goods with high precision. By automating
these core tasks, smart contracts provide a reliable framework for managing
every step of a virtual sale.”

Smart contracts bring many upsides to metaverse e-shops. A big one is
boosting security and openness in transactions.” In virtual worlds, where people
swap digital assets and currencies, trust hinges on real, verifiable deals.”® Smart
contracts act like an unchangeable logbook; they track every exchange, enforce
set rules, and let anyone check the details without fear of tampering.”” This trans-
parency cuts fraud risks and builds confidence between buyers and sellers.”®
Each transaction is publicly verifiable and not susceptible to fraud.” Moreover,
developers can bake in escrow features, so sellers get paid only after buyers con-
firm delivery of the digital goods.%

The economy of the metaverse is fueled by the exchange of digital assets,
such as virtual real estate, NFTs, and unique online items.®! Smart contracts
streamline ownership transfers and ensure creators get fair pay.®? For instance,
a development firm can embed automatic royalties into their smart contracts.??
This way creators earn a fixed cut on every resale.®* This ensures no manual

70. Chetwa Bhardwaj, What Are Smart Contracts and Are They Legal in India?, INDIA BRIEFING NEWS
(June 21, 2022), https://www.india-briefing.com/news/what-are-smart-contracts-and-are-they-legal-in-india-25
343 html/ [https://perma.cc/F9ZU-8YRT].

71.  Id.; Smart Contracts on Blockchain: Definition, Functionality, and Applications, INVESTOPEDIA (June
12, 2024), https://www.investopedia.com/terms/s/smart-contracts.asp [https://perma.cc/CJS4-5Y8C].

72.  Arbitrating Smart Contract disputes, supra note 12.

73. Id.

74.  How Smart Contract Development Enhances Metaverse E-Shop Functionality?, ANTIER SOLS.,
https://www.antiersolutions.com/blogs/how-smart-contract-development-enhances-metaverse-e-shop-function-
ality/ [https://perma.cc/J9FW-NCB3] (last visited Mar. 5, 2026).

75. Id.

76. Id.

77. Id.

78. Id.

79. Id.

80. Id.

81. Id

82. Id

83. Id

84. Id.
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chasing is required and slashes the possibility of any errors and disputes.®> Smart
contracts also allow splitting assets into fractions, so multiple people can own
and trade shares,3 opening up fresh investment paths and a more dynamic mar-
ket.?’

As metaverses grow, decentralized finance (DeFi) will take center stage.®
Smart contracts lay the groundwork for DeFi tools in e-shops, like lending and
borrowing.®” Users could pledge digital assets as collateral for loans,” all han-
dled automatically under strict terms.”! These services also help launch DAOs
in the metaverse. Communities can team up to run virtual markets, exchanges,
and e-shops collectively.”?

Projects worldwide are blending blockchain and smart contracts into vir-
tual commerce.”® Decentraland is a decentralized virtual reality platform based
on the Ethereum blockchain,”* where users buy, sell, and trade virtual land and
items via smart contracts and NFTs.”> The Sandbox, another Ethereum
metaverse, lets creators build, play, and monetize content through NFTs and
contracts,” fueling a user-owned economy.”’ Cryptovoxels enables trading vir-
tual land and assets on Ethereum with the same tech.’® Somnium Space functions
as a virtual reality metaverse that uses smart contracts and NFTs for owning and
swapping VR real estate, personalized avatars, and more.”

1. Enforcement of Smart Contracts

England and Wales are examples of a jurisdiction that can facilitate and
support the use of smart contracts.!” In November 2019, the UK Jurisdiction
Taskforce (UKJT) issued a legal declaration on cryptocurrency and smart
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contracts.!?! The UKJT Legal Statement found that, in principle, smart contracts
can create binding legal commitments that are enforceable in accordance with
their provisions.!?? Following this development the Law Commission of Eng-
land and Wales included a study on smart contracts as part of its Thirteenth Pro-
gram.' The Law Commission published advice to the UK Government on No-
vember 25, 2021, confirming that the current legal framework in England and
Wales can facilitate and support the use of smart contracts without the need for
statutory law reform.'®* With common law flexibility, England and Wales pro-
vides a sufficient robust framework for smart contracts whereby existing legal
principles can facilitate them.!%

2. Validity of Arbitration Clauses in Smart Contracts

Disputes may arise when smart contracts do not function properly due to
programming faults or vulnerabilities.'® Arbitration can consequently play an
important role in resolving such disputes.!?” Inclusion of arbitration clauses
could provide an aid to dispute resolution challenges that may arise from smart
contracts.'® Parties can build a “smart” arbitration clause right into the contract.
It triggers automatically, say, when specific triggers hit or one side asks for it.'®
Pair this with a pause button that freezes the deal until resolved, keeping things
steady.!'” The code could set arbitration under standard rules from an institu-
tion.!'! Or, it might point disputes to specialized blockchain arbitration bod-
ies.!'? Even better, it lets arbitrators, whether on-chain or off chain, enforce
awards straight on the blockchain.''® They could halt transactions, complete
them, or alter the contract itself.'!#
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In real life, though, everyone needs a clear, separate written deal to arbitrate
crypto disputes.!'> Online user agreements spark debates, especially for global,
digital crypto businesses in the metaverse.!'® Several legal cases in the United
States have examined whether specific disagreements must be settled through
arbitration or if they can stay in a traditional court, A key part of this debate is
the “competence-competence” principle, which suggests that an arbitrator, ra-
ther than a judge, should be the one to determine if they have the power to hear
a case.!!” This was illustrated in a California court ruling involving a defendant
who operated two different platforms with different user rules. The court decided
that since only one of those platforms required arbitration, the arbitrator was the
one responsible for determining whether the user’s specific legal claims were
covered by that agreement.!!®

In Rensel v. Centra Tech,''® the U.S. District Court for the Southern District
of Florida held that an arbitration agreement in a website’s terms does not apply
when a buyer purchases tokens by sending Ether directly to a smart contract on
the Ethereum blockchain,'?° bypassing the site entirely. Investors used Ether, the
Ethereum network’s cryptocurrency, to fund the token sale automatically
through the DAO smart contract, no website interaction required. Since the pur-
chase happened directly via the smart contract, the buyer never agreed to the
website’s arbitration clause, rendering it inapplicable.'?!

3. Public Policy Concerns and the Restriction on Crypto Assets

While public policy and consumer protection concerns traditionally limit
arbitrability, their relevance differs by arbitration type.'?? Off-chain cases (need-
ing court enforcement) face these issues.'?*> On-chain awards auto-execute with-
out courts, avoiding them entirely.!?* Arbitrability, or whether the content of a
dispute may be resolved by arbitration as a matter of law, is a potential issue in
some jurisdictions due to public policy concerns and the restriction on crypto
assets.'?> There are currently many virtual contractual partnerships that include
typical arbitration agreements and refer conflicts to arbitration under a variety
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of institutional procedures.!?® Some of the world’s most popular cryptocurrency
exchanges, including Binance,'?” KuCoin,'?® and Coinbase,'?’ refer to arbitra-
tion in places like Hong Kong and Singapore that have led to proceedings. The
rules of use for front-end user interfaces of decentralized exchanges (DEXs) like
Uniswap Labs, which interact with smart contracts on the blockchain, include a
reference to arbitration for disputes.'3? Arbitration provisions are included in the
conditions of service of NFT trading platforms such as Open Sea and Nifty Gate-
way LLC, and the latter was successful in obtaining a stay of English court pro-
ceedings at first instance in favor of such a reference.!*! Metaverse channels,
such as those run by metaverse inventor the Decentraland Foundation and auc-
tion house Sotheby’s, Inc., direct disputes to arbitration in Panama and New
York, accordingly.!*? Token issuances can now include arbitration agreements
and governing law, allowing for traditional or on-chain arbitration to resolve
disputes.'*? In some situations, conflicts may be resolved on-chain, with decen-
tralized pseudonymous “arbitrators” voting on the issue and, in some cases, with
direct execution of the “award” via smart contracts.'>*

4. Consumer Protection

Arbitration has been shown to be limited in some consumer protection sit-
uations.!® For example, the English Court of Appeal refused to stay proceedings
initiated by a UK-based NFT collector against a marketplace in violation of a
JAMS arbitration agreement, even though arbitration was taking place in New
York, and directed that the English court determine the legality of the arbitration
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agreement.'*® The English courts have also concluded that the presence of an
arbitration agreement in a cryptocurrency exchange’s user agreement did not
strip it of jurisdiction to hear claims against the exchange filed by an English
customer.'3” In other proceedings, the English Commercial Court denied an ap-
plication under Section 101 of the Arbitration Act 1996'38 to enforce an arbitral
award made by a California-based tribunal that had dismissed a challenge to its
jurisdiction.'*® The judge concluded that the arbitrator’s reluctance to apply or
even consider English law, specifically, the Consumer Rights Act 2015 and the
Financial Services and Markets Act 2000'4°, in a case where one of the parties
was a UK-based consumer, made implementation of the award contrary to pub-
lic policy.!'*! As a result, the court denied enforcement of section 103(3) of the
Arbitration Act 1996.'%? The court emphasized that, while the necessity for par-
ties to arbitrate their disputes is not necessarily unfair, the circumstances of this
instance were unique.'** A reasonable UK consumer would have agreed to arbi-
tration in the UK under the Arbitration Act 1996, which provides a qualified
right of appeal in circumstances of legal error.!* However, such a consumer
would most likely not have agreed to arbitration in California under the JAMS
Rules and the US Federal Arbitration Act 1925.145 This rationale was the foun-
dation for the court’s ruling.!4

5. New Arbitration Rules

In 2018, JAMS released a set of proposed rules for disputes involving smart
contracts (also referred to as the JAMS Smart Contract Clause and Rules, or
JAMS Rules).'¥” These rules are specifically designed to accommodate the
unique features of smart contracts.'*® For example, discovery is limited to the
deposition of an expert witness who interprets the code, and the arbitrator’s ev-
idence review is limited to that deposition, the code itself, any wrapper con-
tracts'#’, and relevant witness testimony.'*° The JAMS Rules also define criteria
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for evaluating smart contracts written in code, giving priority to the code.!3! The
arbitrator will only accept a “translation” of the code into natural language if it
is confusing or includes a logical conflict.'? Furthermore, the process is in-
tended to be extremely fast, with the arbitrator obligated to make an award
within 30 days of their appointment.'33

In 2021, the UK Jurisdiction Taskforce of Lawtech UK, an industry led
initiative,'>* published the Digital Dispute Resolution Rules (DDRR) for settling
digital conflicts.' The DDRR rules go beyond JAMS in some ways.'*® They
offer a fast-track process, filling gaps with the English Arbitration Act 1996 or
party deals, with a default thirty-day process. The Society for Computers and
Law appoints arbitrators.!”” This enables binding, on-chain enforcement with
limited appeals.'>® Parties can stay anonymous if they agree.!>® Arbitrators with
appropriate means may alter digital assets directly.!®

When EOSIO launched its blockchain in 2018, it incorporated arbitration
into its constitution, though its legal force is still questioned.'®' The EOS Core
Arbitration Forum (ECAF) ran it under their Dispute Resolution Rules.'®?
Awards and temporary directives issued through this arbitration framework were
implemented straight on the blockchain by its validators; this is what iscalled
on-chain enforcement.!®3 Short as its run was, surviving records paint it as a
sharp, capable setup for ironing out disputes.'%* It handed down sound judgments
and rapid fixes, including locking funds over suspected crypto scams.!% Arbi-
trators appeared to be volunteers from the cryptocurrency community, although
it is unclear whether they had proper legal training or expertise.'%

D. On-chain Arbitration

On-chain arbitration includes various methods and ideas for resolving dis-
putes.'®” These range from simple improvements to traditional off-chain pro-
cesses, such as using blockchain to share and store case files, to bigger changes
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that differ from standard practices.'®® These various forms of digital arbitration
often blend together, especially when the final decision is automatically en-
forced by the blockchain itself. 6

There are numerous examples of on-chain procedures.!”® Multi-signature
transactions are a typical kind of on-chain adjudication, while not exactly arbi-
tration.!”! This method is frequently utilized when crypto assets are used for
payments, and it addresses the simple question of whether the transfer should
occur.!” In its most basic form, crypto assets are stored in a wallet protected by
three keys, with two keys necessary to authorize a transfer.!”> If both parties
agree, they can use their respective keys to execute the transaction.!’* If a dispute
emerges, a neutral third party will decide whether to proceed with the transfer
using their key.!”?

The technique known as Oracles, while not quite arbitration, resolves dis-
agreement by analyzing a limited set of data.'”® For example, if there is a debate
regarding whether a given quantity of Bitcoin was received in a specific wallet,
the blockchain record may be used to verify the transactions between the sending
and receiving wallets, ensuring that the correct amount of Bitcoin was trans-
ferred.!”’

1. “On-chain” Arbitration Systems and Applications

Traditional arbitration methods have been adapted to blockchain technol-
ogy and integrated with other applications, such as smart contracts.'”® For ex-
ample, Datarella’s CodeLegit project created open-source technology that in-
cludes its own “Blockchain Arbitration Rules” for smart contracts.!” For
instance, where one party considers the other has breached a legal contract and
freezes the smart contract using the Arbitration Library’s ‘“pauseAndSendTo-
Arbitrator’ function.'®® This function notifies an Appointing Authority, as de-
fined in the Blockchain Arbitration Rules, which subsequently appoints an
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arbitrator.'8! The arbitrator considers the claims and defenses, renders a deci-
sion, and announces the award.!®? In accordance with the award, the Appointing
Authority either restarts, alters, or terminates the smart contract.'®* The arbitrator
gets paid from the funds retained in the challenged smart contract.'3*

Kleros, which runs on the Ethereum blockchain, employs volunteer “ju-
ries” that are incentivized by fees to support the majority decision.'® Kleros has
also tried to standardize code (based on ERC token standards) for arbitration
agreements in decentralized applications (dApps).'*¢ It was apparently involved
in a hybrid arbitration process in which the arbitrator submitted the issue to
Kleros before incorporating its ruling into the final award, which was eventually
enforced by Mexican courts.'s’

Aragon is also a piece of software that allows you to establish smart con-
tract-based DAOs on the Ethereum blockchain.'®® It backs the Aragon Network
Jurisdiction, an arbitration mechanism meant to resolve disputes between DAOs
and their members.'® However, as there is little evidence on them, it is uncertain
whether they are currently active or maintained.'”?

Certain blockchain and distributed ledger systems come equipped with
built-in arbitration frameworks.'! These specialized modules allow users to set-
tle disputes using customized rules directly on the platform.'®> Examples include
Hedera Hashgraph, which allows arbitrators'®? to modify smart contract code to
fix mistakes or undo transactions.!** Similarly, the Jur project offers modular
tools for conflict resolution.!® In the payments sector, COTI utilizes a system
of “juries” who are paid in the network’s native currency to settle disagree-
ments.!%
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One of the most significant advantages of these systems is “on-chain” en-
forcement.'®” This is particularly useful in the crypto industry because it solves
the problem of how to correct an “unchangeable” ledger in cases of fraud, theft,
or technical errors.!”® Current options for “on-chain” enforcement vary
widely.'” These include giving arbitrators the power to directly change or con-
trol a smart contract, or using methods that skip national courts.?° This approach
can speed up dispute resolution, make it more effective, and provide fixes where
none existed before. However, it hands arbitrators significant freedom without
the standard checks from national arbitration laws.?%!

One method lets an arbitrator release cryptocurrency from an escrow or
multi-signature wallet or edit the smart contract’s code.?%? This can correct errors
or deliver a fair outcome, such as reversing or finishing a transaction.?> To han-
dle these powers properly and safely, though, the arbitrator must excel in both
coding and legal knowledge.?*

Another more complex but potentially effective solution is to record arbi-
tration awards (or court judgements) published on a blockchain.?® This idea was
central to EOS arbitration system.?°® Under that model, the nodes running the
EOSIO blockchain were expected to carry out arbitration awards issued under
the ECAF rules.?’” However, in practice, this did not work smoothly because the
awards were not implemented consistently which was one of the reasons the
system failed and was eventually abandoned.?%®

The tension between legal rulings and blockchain technology was high-
lighted in the case of Tulip Trading v. Bitcoin.?*® The claimant asked a court to
force developers to rewrite the Bitcoin code to recover stolen funds.?! While
the developers argued they lacked the power or duty to do so.?!! A different
outcome was seen with Bitcoin SV (BSV). The Bitcoin Association for BSV
uses a “notary” system that allows court orders to be executed directly on the
blockchain.?'> However, for this to work, the network’s miners must agree to
follow the notary’s instructions, and it remains uncertain how widely this prac-
tice is being adopted by the mining community.?'3
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With decentralized arbitration platforms, blockchain technology enables
community-selected arbitrators to arbitrate disputes and enforce decisions using
smart contracts.?'* These platforms provide a new method of dispute resolution
in the metaverse, but they confront substantial legal issues—including questions
concerning the legal legitimacy of decentralized arbitral awards.?!>

III. BENEFICIAL FOR BUSINESS ENTITIES INVOLVED IN VIRTUAL BUSINESS
TRANSACTIONS?

Business dealings in the metaverse differ significantly from regular
trade.?!® These transactions frequently involve digital assets like cryptocurren-
cies, NFTs, and virtual real estate.?!” Unlike physical transactions, virtual trans-
actions take place inside a decentralized digital environment that is frequently
managed by smart contracts and blockchain technology.?'® Examples of such
transactions include cryptocurrency transactions.?'’ The primary means of trans-
action is cryptocurrency, such as Bitcoin, Ethereum, and newer coinage built
expressly for metaverse platforms such as MANA in Decentraland.?*® These cur-
rencies enable the purchase of virtual goods and services.??!

Non-Fungible Tokens are also an example.???> They are unique digital as-
sets that include virtual land, artwork, and in-game objects.??3 NFTs are bought,
sold, and exchanged on a variety of blockchain platforms, giving consumers
ownership rights to digital content.?”* NFTs are generally seen as the digital
counterpart of property documents, granting the bearer ownership of a certain
digital item.??> However, ownership of an NFT does not always convey intellec-
tual property rights over the content it represents, which could lead to disagree-
ments over the extent of rights granted.??¢

Virtual commercial transactions employing NFTs, or other digital assets
can result in significant intellectual property difficulties, especially if the

214. Aditya & Kumar, supra note 193, at 462—63.

215. Id. at 466.

216. Abigail Cessna, et al., The metaverse: risks and opportunities for businesses, CLIFFORD CHANCE
(July 28, 2022), https://www.cliffordchance.com/insights/resources/blogs/talking-tech/en/articles/2022/07/the-
metaverse-risks-and-opportunities-for-business.html [https://perma.cc/Y79C-SCHU].
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218. Rakesh Sharma, Non-Fungible Token (NFT): What It Means and How It Works, INVESTOPEDIA (Dec.
31, 2025) https://www.investopedia.com/non-fungible-tokens-nft-5115211 [https://perma.cc/PE9A-MFSQ].
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UB3U-QLKS5 ] (last visited Mar. 9, 2026).
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underlying information is copyrighted.??’” For example, selling virtual objects
with branded logos or characters could result in infringement accusations.??® It
is lawful to create, sell, and resell NFTs as long as you observe copyright rules
and sell actual assets.??’

Virtual Real Estate constitutes a further example.?3 The metaverse allows
users and corporations to buy, sell, and lease virtual land.?3! This virtual real
estate is frequently exchanged using NFTs on sites such as Decentraland and the
Sandbox.?*? Virtual properties, similar to actual real estate, can increase in value
and are utilized for a variety of purposes, such as holding events, building virtual
shopfronts, and generating advertising income.?*3

As virtual business transactions grow increasingly common; the legal com-
munity must take proactive steps to build and strengthen the regulatory frame-
works required for fair and effective dispute resolution in the metaverse. As
commercial parties attempt to create and sustain a presence in the metaverse,
they will enter into contractual agreements to secure the necessary technical and
industrial knowledge.?** The development of new products and services, as well
as new collaborations, eventually results in fresh disputes.?*> Decentraland is an
example.?*¢ It is a decentralized virtual environment in which users can develop,
explore, and monetize content and applications.??” In March 2021, a virtual
block of land in Decentraland sold for more than $900,000, demonstrating the
economic potential of virtual real estate.?3

The Sandbox enables users to create, own, and monetize gaming experi-
ences with NFTs and SAND, the platform’s money.?*® In 2022, the Sandbox
announced a collaboration with Warner Music Group to establish a music-
themed virtual world, demonstrating the rising convergence between virtual
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com/blog/a-legal-guide-to-nfts/ [https://perma.cc/8XMU-AGCX].

230. Riaz Pirmohamed, et al., The-Metaverse-When-Is-Real-Estate-No-Longer-Real, CLIFFORD CHANCE 3
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worlds and conventional sectors.?*” Hence, while there are clearly opportunities
to engage in metaverse business in various forms,>*! it is important that business
entities are aware of, and prepared for, the potential conflicts that can arise in
the metaverse and how best they can be resolved.

A.  Jurisdictional Variability

Most metaverse platforms have arbitration agreements in their terms of ser-
vice.?*> For example, Decentraland’s terms of service includes a dispute resolu-
tion clause that includes arbitration under the ICC standards.?** Similarly, Bi-
nance’s terms of use include an arbitration clause that states that user-to-
platform arbitration shall be seated in the ADGM.?** The arbitration will be han-
dled in accordance with the ADGM’s laws, which give guidelines for the arbi-
tration procedure, including arbitrator selection, procedural matters, and award
enforcement.?*

B.  Comparative Analysis of Arbitration Laws in the UK, United States and
India

Metaverse arbitration challenges domestic laws: UK Arbitration Act 1996
struggles with virtual “seats;”;?*® US Federal Arbitration Act lacks metaverse
guidance;**” and India’s 1996 Act requires code-defined “place” of arbitra-
tion.?48

1. The UK’s Arbitration Act 1996

The UK’s Arbitration Act 1996 establishes a comprehensive framework
for domestic and international arbitration in England, Wales, and Northern Ire-
land.?* The Act is founded on the concepts of party autonomy, minimal court
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demonstrating the various opportunities to engage in the metaverse business).
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intrusion, and the enforceability of arbitration agreements and awards.?>® There
are a number of key provisions relevant to the metaverse.

Section 6A provides that unless both sides say otherwise, the law of the
seat of the arbitration applies to the arbitration agreement.>>! This is significant
in metaverse disputes because people often operate from different jurisdictions
and may use smart contracts or decentralized systems that don’t follow one
country’s laws.?>? The tribunal’s ability to determine its own jurisdiction, known
as “competence-competence,” is provided for in the Act, and this is critical for
resolving disputes about the legality of arbitration agreements in the context of
smart contracts and digital transactions.?>® The Act also establishes grounds for
contesting an arbitral award, including substantial irregularity, which may be
important in circumstances where the arbitration procedure takes place wholly
online, thereby raising concerns regarding fairness or procedural regularity.?*

2. The United States Federal Arbitration Act

The Federal Arbitration Act (FAA) regulates arbitration in the United
States and establishes a solid legal basis for the enforcement of arbitration agree-
ments and awards.?> The FAA preempts state laws that oppose arbitration
agreements, making it a strong framework for dispute resolution.?’® There are
three primary provisions that relate to the metaverse. Chapter 1, Section 2 of the
FAA provides the concept that arbitration agreements are “valid, irrevocable,
and enforceable,” which enables the use of arbitration clauses in smart contracts
and virtual transactions in the metaverse.?”’ Section 9 of the FAA makes it easy
to enforce arbitration outcomes by permitting parties to seek confirmation of
awards in federal courts, which is critical for ensuring that virtual decisions have
real-world legal effect.?>® Section 10 provides the grounds for overturning an
arbitration ruling under the FAA, and they include corruption, fraud, or undue
means, as well as evident bias or arbitrator misconduct,?*® which could be used

250.  The English Arbitration Act 2025, LONDON CT. OF INT’L ARB., https://www .lcia.org/the-english-arbi-
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in situations involving metaverse disputes when the integrity of the arbitration
process is called into question.?®°

3. India’s Arbitration and Conciliation Act, 1996

India’s Arbitration and Conciliation Act of 1996 is based on the
UNCITRAL Model Law on International Commercial Arbitration, and it gov-
erns both local and international arbitration.?®! The Act seeks to promote arbi-
tration as an effective and efficient method of conflict resolution, with an em-
phasis on reducing court intervention and maintaining the enforceability of
arbitration agreements and awards.?6

There are two key provisions relevant to the metaverse. Section 7 defines
an arbitration agreement and provides for written agreements.?%> Although the
2015 amendment enables agreements conveyed using “electronic means,” the
phrase is not precisely defined in the Act, generating uncertainty over the appli-
cation of blockchain-based agreements.?%* Section 34 allows for the set aside of
an arbitration award on certain grounds, including public policy, which may be
applicable in circumstances where the award is based on transactions or con-
tracts that contradict standard legal notions.?> Contracts in the metaverse can
involve novel transactions such as digital assets, NFTs, virtual property, and
smart contracts that may not align neatly with existing laws or legal standards.?
An award enforcing such contracts could conflict with fundamental legal prin-
ciples or public policy.?¢’

C. Legal Challenges of Applying Arbitration Laws to Metaverse Disputes

1. Jurisdictional issues

One of the most difficult issues in applying standard arbitration laws to the
metaverse is defining jurisdiction. The arbitral seat is critical in defining the le-
gal framework for the arbitral proceedings.?® It can be characterized as the legal
home of the arbitration and provides its supporting legal framework.?®® Trans-
actions in the metaverse can take place between parties from all over the world,

260. See id. (noting the absence of anything in section 10 to preclude it from applying in metaverse arbi-
tration proceedings).

261. Arbitration and Conciliation Act, 1996 (Act. No. 26/1996) (India).

262. Id.

263. Id.at§7.

264. Id. at § 7(4)(b), amended by Arbitration and Conciliation (Amendment) Act, 2015, No. 3 of 2016,
(Dec. 31, 2015) (India).

265. Arbitration and Conciliation Act 1996 § 34(b)(2).
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without the need for physical presence or a defined legal domicile.?”® This cre-
ates significant considerations about which jurisdiction’s laws govern the arbi-
tration agreement and the arbitration procedure itself.?’! Jurisdiction in the
metaverse is a big concern because virtual activities transcend national bor-
ders.?’? The issue of which legal system applies to disputes in the metaverse may
be difficult to determine and there is uncertainty over how jurisdictional norms
will be applied in the metaverse context.?’*> Such concerns emanate from a num-
ber of different considerations. The metaverse is a borderless environment, a
worldwide platform where users from many jurisdictions interact, making it im-
possible to discern which legal system is in charge of disputes.?’* Many
metaverse systems are decentralized, meaning they run on blockchain technol-
ogy without a central governing body, which complicates determining jurisdic-
tion.?’> The concept of a virtual presence, in which users communicate via ava-
tars and digital representations, calls into question traditional notions of physical
presence and territoriality in deciding jurisdiction.?’¢

The Competence-Competence doctrine permits an arbitral tribunal to de-
termine its own jurisdiction,?’” and it is especially applicable in the metaverse.
However, problems occur when parties contest the legality of an arbitration
agreement made using digital or smart contracts.?’® For example, a smart con-
tract may automatically invoke an arbitration clause without the parties’ explicit
approval, resulting in conflicts over the tribunal’s jurisdiction.?”

In traditional arbitration, parties typically choose a governing law for their
contract.?®" In the metaverse, where contracts can be implemented via smart con-
tracts on a blockchain, the choice of law becomes more complex.?®' Because

270. See Valente, supra note 268, at 139 (discussing the global and complex nature of the Internet).
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blockchain technology is decentralized, transactions may not be tied to a certain
jurisdiction, making determining which legal framework to use challenging.?%?

There are also issues arising from smart contracts with arbitration embed-
ded.?®® The implementation of an arbitral ruling straight into a blockchain poses
a variety of complicated legal and policy concerns.?®* For example, the transition
to digital arbitration raises significant questions regarding how these decisions
hold up against traditional legal standards. One major concern is whether an “on-
chain” resolution carries the weight of a final judgment, effectively preventing
the parties from reopening the same case in a physical court later on.? Further-
more, while standard international laws usually require an arbitrator to provide
a detailed written explanation for their ruling, it is unclear if a simplified or au-
tomated blockchain result would satisfy this requirement.?%® This leads to the
broader issue of legal oversight; because blockchains are global, it is difficult to
determine which country’s specific arbitration laws apply to the process. With-
out a clear legal home for these disputes, it becomes very challenging for a per-
son to appeal or contest a decision if they believe the arbitrator acted unfairly or
made a mistake.?’

To overcome these issues of jurisdiction, at least as an interim measure,
would be to permit a person to commence proceedings before the courts of their
residence or place of business. While the forum and the law of the claimant’s
domicile/place of business have historically been seen as unsatisfactory private
international law connecting factors for contractual disputes, it seems reasonable
that this exception is appropriate in relation to metaverse-related disputes in the
appropriate context, in order to ensure access to fairness and connect the trans-
action to a legal order in relevant situations.?®® The High Court of Singapore
adopted this solution in the case of Janesh s/o Rajkumar v. Unknown Persons.*®
The Court granted a worldwide freezing injunction preventing the sale or trans-
fer of an NFT, setting a significant precedent for the recognition of NFTs as legal
property in Singapore.?? This followed the approach in England and Wales.?*!
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However, the judgment related to an urgent ex-parte injunction application, and
the Court made it clear that a different conclusion may be reached where full
arguments were made on the issue.?*? Until such time as there are clearer laws
and regulations governing metaverse disputes, the case demonstrates the will-
ingness of the courts to adopt a pragmatic approach.?*3

2. Enforcement of Arbitral Awards

Enforcing an arbitral award in the metaverse presents unique issues, espe-
cially when the parties are pseudonymous, the assets are digital, and the trans-
action is decentralized.?** The Convention on the Recognition and Enforcement
of Foreign Arbitral Awards (the New York Convention) is an important interna-
tional instrument that helps enforce arbitral awards across borders.?®> While the
New York Convention provides a strong foundation for enforcing awards, its
application to the metaverse is not straightforward.?® For example, identifying
the legal body the award is to be enforced against can be difficult when the en-
tities involved in the dispute use pseudonyms.?®’

In the metaverse, awards can include digital assets like cryptocurrencies or
NFTs.?”® Enforcing an award requiring the transfer of these assets can be chal-
lenging, especially if the other party refuses to comply.?*® The New York Con-
vention may only be applicable when conflicts are addressed off-chain or on-
chain issues deal with off-chain consequences, such as insufficient enforcement
due to a breach, fraud, or mistake.>*° Similarly, it may possibly apply if the con-
flicts are decided on-chain but are then converted to an off-chain award.3"!

Article V(1)(b) of the New York Convention provides a basis for refusal
of enforcement of an award if the party against whom the award is invoked was
not given proper notice of the appointment of the arbitrator or of the arbitration
proceedings, or was otherwise unable to present their case.’*> However, this
safeguard is rendered ineffective for awards granted via self-executing smart
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contracts, as their enforcement is automatic and does not rely on traditional
recognition methods.>%

Article I1(2) of the New York Convention defines an “agreement in writ-
ing” for the purpose of enforcing arbitration agreements.>%* It notes that this can
include an arbitral clause in a contract, which specifies that disputes will be ad-
dressed through arbitration, a separate arbitration agreement, in which parties
sign a separate document explicitly agreeing to arbitration, and the exchange of
communications through letters or a telegram.>*® The 2006 UNCITRAL Recom-
mendation on the Interpretation of Articles II and VII of the New York Conven-
tion provides guidance on how to understand, interpret and apply this provi-
sion.?% The recommendation emphasizes that the term “agreement in writing”
in Article IT should be read broadly.’*” It confirms that this covers not just tradi-
tional written agreements, but also those made using electronic means, such as
emails or data messages, if they are available and usable for future reference.%
It emphasizes that the agreement should be interpreted to encompass all sorts of
written communications demonstrating the parties’ assent to arbitration, includ-
ing those transmitted via current technological channels.’%

The UNCITRAL Model Law on International Commercial Arbitration pro-
vides a legal framework for arbitration that states can adopt.!° Originally drafted
in 1985, it was revised in 2006.3'! Article 7 covers the definition and form of an
arbitration agreement and provides two options for states to choose between.?!?
Option 1 states the condition that an arbitration agreement be in writing is met
by an electronic communication if the information contained therein is obtaina-
ble so as to be useable for subsequent reference.’!? Electronic communication is
any communication that the parties make by means of data messages.’!* ‘Data
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June 1958 (2006), UN COMM’N ON INT’L TRADE L. (last visited Feb. 2, 2026), https://uncitral.un.org/en/texts/ar-
bitration/explanatorytexts/recommendations/foreign_arbitral_awards [https://perma.cc/HN52-SMRB].
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309. See id. (clarifying that Art. II(2) is broad).
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uments/uncitral/en/19-09955_e_ebook.pdf [https://perma.cc/254B-WU49] (last visited Feb. 2, 2026).
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message’ implies data generated, transferred, received, or collected by elec-
tronic, magnetic, or similar methods, including, but not restricted to, electronic
data interchange (EDI).3!> The law recognizes that electronic communications
can satisfy the writing requirement for an arbitration agreement.?'¢ This indi-
cates that if the information is stored in a fashion that can be retrieved and ref-
erenced later, it qualifies as “in writing.”3!” Examples include Automated Elec-
tronic Exchanges of Business Information.3'$

From the above discussion it can be seen that if the parties to the dispute
are able to satisfy the criteria of writing, to the extent that the communication is
obtainable and ready to be used for further reference, then the arbitration clause
embedded in a smart contract is valid.>'® This ultimately implies that the award
can be enforced under the New York Convention subject to any further require-
ments in the case.’?°

However, there are concerns regarding due process.*?! As noted above, Ar-
ticle V(1)(b) of the New York Convention addresses a basic issue in arbitration
concerning due process.>?? It specifies that acceptance and enforcement of an
arbitral decision may be denied if the party against whom the award is claimed
was not given adequate notice of the arbitrator’s appointment or the arbitration
proceedings or was otherwise unable to plead their case.’??

Notices in the metaverse can be transmitted in a variety of digital formats,
such as in-game messages, emails, or other electronic forms.*?* Ensuring that all
parties receive and have access to these alerts is critical. Issues may develop if
the digital communication channels utilized are unreliable or if technical imped-
iments prohibit parties from receiving alerts.’?> Ensuring that the intended recip-
ient of the notice is truly the correct party can be more difficult in virtual contexts
where identities can be masked or pseudonymous.32

The Amsterdam Court of Appeal dealt with an internet arbitration case in-
volving Bitcoin loans.3?’ The case involved a disagreement about cryptocurren-
cies and smart contracts.3?® The court determined that the arbitration proceedings

315. Id. at4-5.

316. Id.

317.  See generally id. (explaining how the term “in writing” has a broad definition”).

318. See id. (establishing a broad definition of “electronic communication™).

319. See generally id. (explaining how a arbitration clause being “in writing” is necessary to validate it).

320. See id. (creating requirements for a valid agreement in writing).

321. Ellul, supra note 299.

322.  See generally Article V(1)(b), supra note 304 (allowing enforcement refusal if proper notice was not
given or the party was unable to present their case).

323. Id

324.  Notice of Arbitration by SMS: Efficiency vs. Fairness, ACERIS LAW LLC (May 9, 2025), https://www.
acerislaw.com/notice-of-arbitration-by-sms-efficiency-vs-fairness [https://perma.cc/BTMA-WHNB].

325. Id

326. See Michael Buchwald, Smart Contract Dispute Resolution: The Inescapable Flaws of Blockchain-
Based Arbitration, 168 U. PA. L. REV. 1369, 1378-79 (2020).

327. Aurelia Menezes, Crypto-Asset Disputes And The Role Of Arbitration: Emerging Trends And Case
Law, MONDAQ (Jan. 5, 2026), https://www.mondaq.com/india/fin-tech/1724946/crypto-asset-disputes-and-the-
role-of-arbitration-emerging-trends-and-case-law [https://perma.cc/AQZ9-8YHR].

328. Aditya & Kumar, supra note 193, at 466.
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violated the principle of audi alteram partem—the right to be heard.’?° The court
determined that enforcing the arbitration award would be contrary to public pol-
icy.33 The case raised legal concerns about the ambiguous nature of blockchain-
based arbitration decisions and their enforceability.3*! Overall, this ruling
demonstrates the problems courts face when dealing with issues resulting from
new technologies such as cryptocurrencies and smart contracts, particularly
when it comes to the validity and enforceability of arbitration processes per-
formed wholly on a blockchain.

3. Public Policy Concerns

Article V(2)(b) of the New York Convention provides that recognition and
enforcement of an arbitral award may be refused in a country where recognition
or enforcement would be contrary to the public policy of that country.3*? This
falls in line with the argument that public policy issues are relevant to the country
where enforcement is sought, rather than a broader or transnational norm or un-
derstanding of public policy.?3* The phrase “public policy” is not defined spe-
cifically in the New York Convention; national courts must consequently inter-
pret its meaning within their respective legal frameworks.?3* This has resulted in
a diversity of interpretations, many of which are affected by the country’s legal,
ethical, and social standards.?3?

Under Article V(2)(b) of the New York Convention, courts may refuse to
enforce arbitral awards where enforcement would violate local laws, such as
those prohibiting the usage of cryptocurrency.?3® For example, if a dispute de-
velops because of a virtual real estate transaction in the metaverse involving
cryptocurrency payments in a region where such transactions are prohibited, the
enforcement of any subsequent arbitral award may be contested on public policy
grounds.®” Courts may decide that recognizing and enforcing the award would
contradict the fundamental legal principles of that jurisdiction, thus claiming the
public policy exception.33®

The case of Gao Zheyu v. Shenzhen Yunsilu Innovation Development Fund
Enterprise (L.P.) and Li Bin exemplifies how public policy considerations

329. Seeid. at 467 (noting the agreement unilaterally referred the case to arbitration and that the defendant
did not have notice).

330. Id.

331, Id. at 466.

332. Convention on the Recognition and Enforcement of Foreign Arbitral Awards, art. V(2)(b), June 10,
1958, June 10, 1958, 21 U.S.T. 2517, 330 UNN.T.S. 3.

333. Margaret Moses, Public Policy: National, International and Transnational, KLUWER ARB. BLOG
(Nov. 12, 2018), https://arbitrationblog.kluwerarbitration.com/2018/11/12/public-policy-national-international-
and-transnational/ [perma.cc/CC4U-2G8]J].

334, Id

335 Id

336. Convention on the Recognition and Enforcement of Foreign Arbitral Awards, art. V(2)(b), June 10,
1958, June 10, 1958, 21 U.S.T. 2517, 330 U.N.T.S. 3.

337. See id. (providing an exception to enforcement if the award violates public policy).

338. Moses, supra note 335.
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around cryptocurrency come into play.’*° In this case, the Shenzhen Intermedi-
ate People’s Court decided against the enforcement of a contract involving cryp-
tocurrency, saying that such transactions violated China’s national policy that
prohibited cryptocurrencies.’*® This decision establishes a precedent for how
courts, with similar public policies, might handle similar issues concerning dig-
ital currencies.!

However, there have been enforcement issues in jurisdictions where cryp-
tocurrencies are not prohibited.>*? A ruling of the Court of Appeal of Western
Central Greece involved the inability to enforce an arbitral award that required
the payback of a bitcoin loan.’** The court’s refusal of enforcement was based
on public policy concerns about cryptocurrencies’ legitimacy as a legal cur-
rency.’** The decision underlines the hazards connected with cryptocurrency,
including tax evasion, fraud, and other possible social consequences.’** The de-
cision underscores a larger issue of enforcement challenges in areas where cryp-
tocurrencies are not completely regulated or recognized, but not openly prohib-
ited. 346

Beyond public policy and subject matter arbitrability concerns, metaverse
arbitration awards face procedural and formal hurdles under the New York Con-
vention.

Due Process Requirements: Article V(1)(d)

Article V(1)(d) allows refusal if a party was not given proper notice of the
appointment of the arbitral tribunal or proceedings or was unable to present their
case.>*” In metaverse arbitration, parties operate through pseudonymous avatars
(e.g., “CryptoLawyer123”) rather than real identities.’*® Courts require proof
that the correct party received notice and participated.’*® Without verifiable
identity linking avatars to real persons, enforcement courts may reject awards,
questioning whether due process was satisfied.>>

339. Aditya & Kumar, supra note 193, at 466 (citing Gao Zheyu v. Shenzhen Yunsilu Innovation Devel-
opment Fund Enterprise (L.P.) and Li Bin, Yue 03 Min Te No. 719 (Shenzhen Interm. People’s Ct. 2018)
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8, 2022), https://www.nortonrosefulbright.com/fr-ca/inside-turkiye/blog/2022/06/bitcoin-and-public-policy-in-
international-arbitration-enforcement [https://perma.cc/5SKP-2GP5 ].

347. Convention on the Recognition and Enforcement of Foreign Arbitral Awards, art. V(1)(b), June 10,
1958, 21 U.S.T. 2517,330 UN.T.S. 3.

348.  Avatar v Avatar: A Look at International Arbitration within the Metaverse, LEXOLOGY (Feb. 22,
2022), https://www.lexology.com/library/detail.aspx?g=6881bcfb-8853-4{74-9c69-aa218852848d [perma.cc/
P82J-SSW2].

349. Convention on the Recognition and Enforcement of Foreign Arbitral Awards, art. V(1)(b), June 10,
1958, 21 U.S.T. 2517, 330 U.N.T.S. 3; Denton Nichols & Olivia Fox, Notices of arbitration: getting off on the
right foot, NORTON ROSE FULBRIGHT (Nov. 2022), https://www.nortonrosefulbright.com/en/knowledge/publi-
cations/93cacba7/notices-of-arbitration-getting-off-on-the-right-foot [perma.cc/YG6L-QEY5].
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Formal Requirements: Article IV

Article IV requires arbitral awards to be in writing, signed by arbitrators,
and contain the award date and place of arbitration.>>' Smart contract awards
exist purely as blockchain code, not traditional documents.*>? Courts expect PDF
files with signatures, not computer code.’>* The absence of physical signatures,
traditional formatting, and a clear “place of arbitration” (virtual versus physical
seat) creates uncertainty about whether code satisfies New Y ork Convention for-
malities.?>*

These procedural gaps complement the substantive concerns under Articles
V(1)(b) and V(2)(b) already discussed, presenting a comprehensive challenge to
metaverse award enforcement.>>

D. Case Studies and Precedents

Case studies and legal precedents provide essential information about how
courts and arbitral tribunals have handled disputes arising out of the metaverse
and other virtual environments.>>® Reviewing these examples provides a better
understanding of the legal issues that occur during virtual business transactions,
as well as the function of arbitration in settling these conflicts.’>” This part will
look at the relevant case studies and precedents with an emphasis on concerns
such as jurisdiction, smart contract enforceability, and the treatment of digital
assets. 38

In My Big Coin Pay, Inc. v. Commodity Futures Trading Commission
(CFTC), the CFTC filed an enforcement action against My Big Coin Pay, Inc.,
a cryptocurrency company, citing fraud and misuse of funds.’*® The decision
was noteworthy because the court found that cryptocurrencies in at least some
cases constitute commodities under the Commodity Exchange Act, placing them
under the CFTC’s regulatory authority.3®® The case has significant relevance for
the metaverse in terms of regulatory classification.’®! The court’s decision to
define cryptocurrencies as commodities has consequences for how digital assets

351. Id. atart. IV.

352. Fabio Bassan & Maddalena Rabitti, From Smart Legal Contracts to Contracts on Blockchain: An
Empirical Investigation, 55 COMPUT. L. & SEC. REV.: INT’L J. TECH. L. & PRAC. 1, 3 (2024).

353.  See Aditya & Kumar, supra note 193, at 468—69 (explaining courts will accept contracts with digital
signatures, but smart contracts do not meet the requirement for digital signatures).

354, Id

355.  See supra Part II1.C.2-3 (discussing these other provisions of the New York Convention).

356. See Adel Salem AlLouzi & Khaled Mohammad Alomari, Adequate Legal Rules in Settling Metaverse
Disputes: Hybrid Legal Framework for Metaverse Dispute Resolution (HLFMDR), 7 INT’LJ. DATA & NETWORK
Scr. 1627, 1628 (2023) (discussing case studies and legal frameworks regarding dispute resolution in the
metaverse).
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358.  See infra Part II1.D (examining case studies and precedent).

359. CFTC v. My Big Coin Pay, Inc., 334 F. Supp. 3d 492, 494 (D. Mass. 2018).

360. Id. at 498.
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are regulated in the metaverse.?%? The court effectively gave the CFTC legal au-
thority to regulate digital assets.’®* Metaverse tokens such as NFTs or in-game
currencies could now fall under CFTC oversight.3** This may have an impact on
the need for metaverse platforms to redesign or register their token to meet
CFTC compliance requirements.*® It may also mean that CFTC will prosecute
for suspected fraud involving metaverse tokens.>%

This case emphasizes the necessity of understanding how digital assets are
defined under various legal regimes, as this could influence how they are treated
in arbitration. The decision also emphasizes the importance of clear arbitration
clauses in contracts involving digital assets. As the legislative landscape for
cryptocurrencies and other digital assets evolves, arbitration agreements must be
carefully drafted to guarantee they are legally binding.

In Bitcoin Manipulation Abatement LLC v. FTX Trading Ltd., Bitcoin Ma-
nipulation Abatement LLC filed a complaint, alleging market manipulation by
FTX, a cryptocurrency exchange.’®” The plaintiff claimed damages under the
Commodity Exchange Act.3*® While the case did not go to arbitration, it does
illustrate the possibility of conflicts involving digital assets being handled
through arbitration, given the cross-border nature of the parties and the compli-
cated legal landscape around cryptocurrencies.%

From the above discussion, it is clear that the inclusion of arbitration
clauses in contracts for virtual business transactions creates both opportunities
and difficulties for corporate entities. At first blush, it may appear that arbitra-
tion, with its reputation for being a faster, more flexible, and less expensive al-
ternative to litigation, is ideal for the rapid, cross-border nature of virtual busi-
ness.’”" However, a deeper look reveals that, while there are obvious benefits,
there are also a number of practical concerns that commercial entities must con-
sider.’”! In virtual business transactions that frequently cross many jurisdictions,
settling disputes through arbitration can help circumvent the lengthy and expen-
sive procedures associated with traditional judicial systems.37? This is especially
beneficial for technology-driven businesses functioning in the digital

362. See My Big Coin Pay, 334 F. Supp. 3d at 496-98 (allowing cryptocurrency to be classified as a com-
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economy.’”* While arbitration can eliminate some of the ambiguities inherent in
traditional legal systems, there is still a lack of comprehensive, internationally
recognized standards governing arbitration in digital situations.’”* This creates a
grey area in which award enforceability, jurisdictional recognition, and even
basic procedural standards can change, leaving businesses vulnerable to unan-
ticipated consequences.’” Arbitration clauses, especially in smart contracts or
click-to-accept deals, frequently benefit the party drafting the contract.’’® This
can create a power imbalance in which smaller firms or consumers are obliged
to accept unfavorable arbitration terms, such as a remote arbitration seat, biased
arbitrators, or costly arbitration processes.>”’ The enforceability of arbitration
agreements and awards remains dependent on off-chain legal systems as dis-
cussed in the above cases.?”® The enforceability of digital awards, particularly in
cases involving smart contracts or blockchain-based arbitration, may face legal
challenges in courts.’” This may undercut the efficiency and finality that arbi-
tration is designed to bring, especially if a party refuses to comply with an on-
chain award.3%

While arbitration is likely to become more common in virtual commercial
transactions, it is not a uniform solution. The legal infrastructure is clearly not
in place to make it the panacea for resolving commercial conflict, though it pos-
sesses the potential to be in appropriate cases. Before selecting whether to in-
clude arbitration clauses, business entities must carefully consider their position,
resources, and the specific nature of their virtual transactions, assuring a balance
of flexibility, fairness, and enforcement.
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IV. METAVERSE AS A MEDIUM TO HOLD HEARINGS

Holding arbitrations in the metaverse has the potential to create an interac-
tive and visually rich setting that can improve the arbitration process. Virtual
reality can be used to create realistic digital courtrooms or hearing rooms, com-
plete with avatars for the tribunal, parties, and other participants.¥! These virtual
environments can be customized to match the unique requirements of each case,
such as choosing a location, altering the décor, and including multimedia fea-
tures like exhibits, movies, and animations to present facts in a more immersive
and engaging manner.’®? Aside from visual enhancements, the metaverse can
bring new modes of communication and engagement during arbitration.’%* Vir-
tual reality can provide spatial audio, which allows participants’ voices to be put
in the virtual world, increasing the sense of presence.®®* Virtual tools such as
whiteboards, chat functions, and survey features can support real-time interac-
tion and the exchange of data, making the arbitration process more dynamic and
interactive.’® Additionally, avatars can display realistic gestures and facial ex-
pressions, facilitating nonverbal interaction, which is crucial for interpreting
emotions and intentions.*8¢

Conducting arbitration in the metaverse poses several challenges that were
reflected in a case determined by the Columbian courts.?®” This was the first
legal trial using the metaverse, creating the foundations of the metaverse court-
room, a crucial step towards integrating virtual reality into the judicial pro-
cess.’® It took place on February 15, 2023 at the Magdalena Administrative
Court, and parties and participants in a traffic dispute appeared as avatars in a
virtual courtroom.?®® The magistrate, Maria Victoria Quifiones Triana, described
the encounter as “more real than a video call,” highlighting the immersive qual-
ity of the metaverse over typical video conferencing services like Zoom.>*
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The court focused on a regional transport union’s complaint against the
police, with avatars representing all parties involved.’*! The discussion lasted
around two hours and was livestreamed on YouTube, which sparked significant
interest.?®2 The court used Meta’s Horizon Workrooms, a virtual collaborative
platform that enables users to gather in a shared digital environment.*3 This
design attempted to improve interaction between participants even while they
were physically separated.’** Despite its novel approach, the hearing received
criticism, with reports indicating that over 70% of spectators disapproved of the
metaverse format.3*> Concerns were expressed about accessibility, as the equip-
ment required for such experiences is not generally available.3%

Criticism emanated from several fronts. One of the most common critiques
concerns accessibility.3*” As noted above, many potential users cannot obtain or
afford the necessary equipment to participate in metaverse experiences, such as
virtual reality headsets.>*® For example, a good headset can cost more than
$1,500 (USD), discouraging widespread adoption, particularly among those that
could benefit from such technology.>*® This lack of access calls into question the
metaverse’s inclusion and its ability to effectively serve economically diverse
populations. The overall experience for users has been criticized as laborious
and unfriendly.*® Many users found the process of interacting with the
metaverse tiresome, which contrasts dramatically with the fast-paced tastes of
today’s digital natives.*! The expectations of frictionless and engaging experi-
ences had not been delivered, leading to additional disenchantment among po-
tential users.*?

V. CONCLUSION

The metaverse, consisting of technologies like virtual reality and aug-
mented reality, is transforming the way we connect, do business, and resolve
conflicts.*®®* As consumers and businesses become more involved in the digital
environment, a number of issues have arisen that are arbitrable in nature ranging
from intellectual property and economic disagreements to user-to-user conflicts
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and data privacy concerns.*** Smart contracts have become a key component of
the metaverse, automating agreements and transactions.**> Many of these agree-
ments now include arbitration clauses, and several e-commerce platforms have
begun to incorporate arbitration terms into their user agreements.**® New arbi-
tration rules are tailored to the virtual setting, such as the DDRR, JAMS Rules,
and EOSIO.*’7 On-chain arbitration and various on chain apps have been devel-
oped to address these unique challenges.**® The approach of incorporating arbi-
tration clauses into digital contracts has proven useful for corporations engaged
in virtual economic transactions, providing for a fast and efficient dispute reso-
lution process.*”

A comparative review of arbitration legislation in the United Kingdom, the
United States, and India reveals differing degrees of flexibility to technological
advancements. More globally, the analysis reveals that some jurisdictions rec-
ognize cryptocurrencies and enforce arbitral awards based on them, while others
have been more resistant or prohibited them.*!° The New York Convention fa-
cilitates the international enforcement of arbitral awards, but it is currently only
relevant to off-chain enforcement, leaving a loophole for smart contracts exe-
cuted wholly on the blockchain.*!! However, the 2006 UNCITRAL Recommen-
dation on the Interpretation of Article II and VII of the New York Convention
proves to be favorable, as discussed, in terms of emphasizing that the term
“agreement in writing” in Article IT should be read broadly.*!? This can encom-
pass all sorts of written communications demonstrating the parties’ assent to ar-
bitration, including those transmitted via electronic means, such as emails or
data messages, if they are available and usable for future reference.*'* Courts
have also begun to address these trends as seen in the jurisprudence discussed.*'*
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Using metaverse technology in conflict settlement is a viable approach, but
it must be carefully considered in terms of legal concerns. It is critical to estab-
lish clear criteria for authentication, jurisdiction, conflict resolution and a
metaverse specific framework. While difficulties exist, metaverse technology’s
potential to revolutionize arbitration methods for virtual corporate transactions
cannot be denied. Notwithstanding the concerns discussed, the advent of the first
virtual dispute resolution process to take place in the metaverse*'> demonstrates
the potential for this approach to be improved by addressing the concerns raised
and employed effectively to resolve arbitral disputes.

Arbitration presents enormous potential as a future mechanism for resolv-
ing disputes in the metaverse. However, the current legal framework is inflexi-
ble, making it difficult to manage these new types of conflicts effectively. Arbi-
tration terms in smart contracts or within the metaverse platforms, favor the
parties that drafted them flexibly, particularly if they foresaw concerns such as
choice of seat and applicable legislation.*!® This can be a significant disad-
vantage for the other party, especially if they want to contest the award in a
country that still follows traditional legal principles.*!” Arbitration’s full poten-
tial in the metaverse requires a concentrated effort to design flexible norms that
consider the unique elements of this digital environment. This includes assuring
equal access to technology, developing globally agreed standards for on-chain
arbitration, and amending international conventions to include blockchain-based
awards. Only then can arbitration be an efficient and equitable means of settling
conflicts in the constantly growing metaverse.
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