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ABSTRACT

The emerging metaverse poses new ethical and governance problems which should be
seen as integration among blockchain, artificial intelligence and virtual worlds. The
present study focuses on the ethical frameworks that would need to be adopted for
equitable, safe and inclusive governance inside the metaverse. The key issues of concern
include privacy and data protection, ownership and identity in the digital space inclusivity
and discrimination. Existing principles of transparency, decentralization form basic
constructs that ethical guidelines primarily address in Al, blockchain and VR they must
be modified in a manner specific to the characteristics and needs of the metaverse. It points
toward the urgency for strong and robust governance arrangements in the protection of
rights and ethical conduct within the metaverse. The purpose of the research was made
interactive as it called for participation among policy makers and legal experts in the
governance models that emphasis user autonomy and privacy.

Keywords: Metaverse; Ethical governance; Privacy; Virtual reality (VR); Artificial
intelligence (Al); Blockchain.

1.0 Introduction

The metaverse is a growing digital ecosystem with tremendous potential and
several challenges for governance concerning virtual environments. With changing times,
the users are now seen immersing themselves in the activities of social interaction to
economic transactions.
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Thus, how ethical frameworks would need to evolve to ensure the users have
adequately safeguarded themselves becomes imperative. It imagines a blend of augmented
reality, virtual reality, and permanent digital environments to explore its better ethical
challenges: which notably differ from those typically present in conventional internet sites
(Dionisio et al., 2013).

This opens serious questions about how to protect autonomy, privacy, and user
rights within a space that is also extensively decentralized and global in nature (Zhuk,
2024). A very crucial aspect of metaverse governance involves how the previously existent
ethical standards in technology can be applied within the new digital environment. To cite
a specific example, augmented by the already existing discussion about privacy in Al and
data governance, the privacy considerations take on new meanings in the metaverse due
to the immersive nature of these spaces: users are not mere consumers but also creators,
interactors, and inhabitants of virtual environments (Floridi, 2019), thereby permitting a
more fluid border between the identities of users in real and virtual contexts. Such an
understanding contributes to data handling because it reflects well beyond personal
information to also include behavioural data, which can very easily be misused for
exploitation, raising surveillance, consent, and digital rights concerns (Habbal et al.,
2024). In this context, the decentralized architecture of several metaverse platforms
underpinned by blockchain technology and Decentralized Autonomous Organizations
(DAOs) aggravates challenges of governance of the traditional kind.

The DAOs draw new porosity matrices for user-led governance but also introduce
threats of unaccountability, misuse of power, and exclusion from such self-governing
arrangements (Goldberg & Schér, 2023). Balancing decentralization with the necessary
supervision would thus need a rethinking of governance models, which in turn would be
premised on what would not be entirely applicable in a national border-crossing control
with little central authority (Abilkaiyrkyzy et al., 2023). Longtime association with
developing data mammalian models beyond October 2023.

Ethical governance will be manifestly needed because the economic activities in
the metaverse encompass trading virtual assets as well as real estate. Ownership of virtual
property and the growing digital economy create concerns over fairness in practice and
taxation, as well as the legal rights of holders of digital assets (Effing, 2024). As virtual
economies continue to grow, the absence of clear regulatory frameworks risks
exacerbating inequalities, particularly if access to virtual resources remains unequal or
concentrated among a few powerful entities (Kaddoura & Al Husseiny, 2023).

This study aims to establish and analyse ethical frameworks for the governance of
the metaverse with attention to issues such as data privacy, decentralization, virtual
economies, and inclusivity. It reviews the existing ethical models and tests new models of
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governance, attempting to formulate a roadmap for responsible development in this new
digital frontier (Alessio et al.,2011).

2.0 Challenges in Metaverse

2.1 Privacy and data protection

The metaverse is a data-plentiful environment where all personal data, behavior,
and actions of the users are permanently recorded. Protecting these users in this
environment becomes a major challenge. Privacy needs to be redefined regarding virtual
worlds, such as Fernandez (2022) stated, because personal data cannot be limited to
conventional formats name or address but can also include forms of behavior such as
movement patterns and emotional responses. The international attributes of the metaverse
certainly aggravate the problems of applicability of legislation on data protection like the
General Data Protection Regulation (GDPR) (Mitrou, 2017).

2.2 Ownership and digital property

Ownership in the metaverse, particularly of virtual assets, introduces complex
ethical questions. Non-Fungible Tokens (NFTs) are increasingly being used to
authenticate ownership of virtual goods; however, the legal frameworks surrounding
digital ownership are still underdeveloped. As Kaisto et al., (2024) point out, the metaverse
requires new property laws that account for the ownership and transfer of virtual assets
across platforms and jurisdictions. Without clear legal and ethical guidelines, users risk
losing their investments or facing disputes over digital property.

2.3 lIdentity and representation

Digital identity is a user could create avatars of the self. Still, such flexibility
brings ethical issues like identity theft, misrepresentation, or other forms of discrimination.
Park & Kim (2022) emphasized that the issues concerning identity fraud must be covered
by the digital identity governance in terms of authentication and accountability.
Additionally, ethical frameworks have to ensure inclusivity and avoidance of
discriminatory practices that may result from the biased algorithms governing interactions
(Crawford, 2021).

2.4 Discrimination and inclusivity

The metaverse includes the capacity to either increase or mitigate societal
opinions, contingent upon its governance. Discrimination can arise in various forms, from
exclusion based on socioeconomic status to algorithmic biases that affect user interactions.
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This issue is particularly pertinent in the metaverse, where users may experience
discrimination based on their avatar’s appearance or behavior. Ethical governance in the
metaverse must prioritize inclusivity and prevent algorithmic discrimination (Lee et al.,
2023).

3.0 Existing Ethical Frameworks in Technology

3.1 Ethical guidelines in Al and blockchain

It is now quite evident that artificial intelligence and blockchain-the very
technologies that form the core of the metaverse-possess an in-built ethical framework. As
Hagendorff, (2020) observe, Al ethics transpire around fairness, transparency, and
accountability; these may also be brought into the fold of regulating metaverse
engagements and decisions made through artificial intelligence-with regard to content
moderation and virtual interactions, for example. Decentralization and fine-grained
control over data for the user are the main themes of Blockchains (Zheng et al., 2018).
The principles of decentralization can be largely adopted to govern virtual economies and
ownership in the metaverse, but should always be counterbalanced against the concerns of
accountability and legality.

3.2 Ethical considerations in virtual reality (VR)

Virtual reality (VR) technologies provide the backbone for many metaverse
experiences, but they also introduce their own set of ethical dilemmas. Holly et al., (2021)
point to the psychological outcomes of immersive VR experiences, which include user
consent, emotional manipulation, and addiction. The situation worsens within the
metaverse, where users spend even longer in completely immersive environments.
Therefore, ethical governance in the metaverse must be directed toward the psychological
well-being of the users, while safeguards are installed to prevent harm.

4.0 Proposed Governance Models for the Metaverse

4.1 Decentralized governance and DAOs

Decentralized Autonomous Organizations (DAQs) offer a potential governance
model for the metaverse that aligns with the principles of decentralization found in
blockchain technology. DAQs allow for collective decision-making, giving users greater
control over the rules and policies that govern virtual spaces (Liu et al., 2023). However,
DAOs must be carefully designed to prevent exploitation and ensure that governance
processes are transparent and equitable.



Navigating Ethical Challenges in Metaverse Governance: A Scholarly Perspective

4.2 Centralized vs. decentralized governance

The central contention in an argument on ethical governance of the metaverse
remains that between centralized and decentralized models of governance. The former is
mostly owned by corporations and offers tight control through oversight, which can then
be used to enforce certain legal and ethical standards. This model, however, concentrates
power without checks within a few figures, leading to power abuse and monopolization
(Gaskell & Stoker 2020). The decentralized, much as it is more democratic in orientation,
proves to be challenging to maintain accountability regarding its ability to deliver adequate
compliance with global regulations (Akpuokwe et al., 2024).

4.3 Global policies and legal implications

The global nature of the metaverse complicates the application of national and
international laws. Kasiyanto & Kilinc, (2019) highlight the difficulty of enforcing data
protection laws like the GDPR in a virtual space that transcends borders. Legal
frameworks must evolve to address issues specific to the metaverse, such as virtual
property ownership, identity governance, and data protection (See Table 10).

Table 1: Summary of Key Ethical Challenges and Proposed
Solutions in Metaverse Governance

Existing Ethical

Categor Challenges Proposed Solutions
dory g Frameworks P

Immersive environments Redefine privacy

Privacy and collect extensive . standards; enforce
. . . | GDPR, Al Ethics for data o
Data behavioural and biometric regulations like GDPR
. . . transparency. . .
Protection data, raising privacy tailored for virtual
concerns. spaces.

Lack of legal clarity on | Blockchain principles of Establish new property

Digital . o laws specific to virtual
g . NFTs and virtual asset decentralization and P .
Ownership . .. asset ownership across
transactions. authenticity. L
jurisdictions.
) Develop authentication
Identity theft and P o
. . L . systems and anti-bias
Identity and | misrepresentation risks; Al fairness and .
. . . algorithms; ensure
Representation algorithmic bias in transparency guidelines.

inclusivity in digital

interactions. .
representation.
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Governance
Models

Balancing decentralized
decision-making with legal
compliance.

DAO structures and
blockchain-based
governance models.

Combine decentralized
and centralized
governance for

accountability and
democratic participation.

Inclusivity and

Algorithmic biases leading
to exclusion or

Diversity and equity
standards in VR and Al

Design inclusive
algorithms and enforce

entities.

traditional economics.

Equity discrimination in virtual sthics policies to prevent
spaces. ' discrimination.
Unequal access to virtual . . Regulate virtual
. q . . Fair-trade and ethical g_ .
Economic economies; risks of . L economies to ensure fair
L L business guidelines from
Activity monopolization by large access and prevent

exploitation.

5.0 Case Studies: Lessons from Existing Virtual Platforms

5.1 Second life and Roblox

At present, contemporary virtual platforms such Second Life and Roblox serve as
paradigm case studies for ethical governance in the metaverse. These platforms, so far,
have faced privacy-related, content-related, and user rights-related issues. As for
Mystakidis (2022), early problems in Second Life with virtual property rights contended
the need for discoverable governance models. Han et al., (2023) further explores privacy
violations in Roblox where young users were made vulnerable to harmful exposure
through poor content moderation efforts. These matters make clear the need for
establishing concrete ethical mores and governing frameworks in the metaverse.

5.2 Fortnite and ethical challenges in metaverse governance

Fortnite is yet another instance worth analysing for ethical challenges in metaverse
governance-an emerging online game and socialising platform, where children often flock
for gaming together. Monetization ethics and youth concerns are some of the queries they
are battling.

Privacy Issues: According to Bentivenga et al., (2020), Fortnite collects a lot of
user data in order to individualise and enhance user engagement in games. On the other
hand, sites such as proprietary data usage and possible abuse of private information come
into question, particularly for minors.

Content Moderation Issues: Like Roblox, Fortnite is also a site that faces great
challenges in moderating user-generated contents. Some incidences of cyberbullying and
other indecent acts happening on platform have shown how less secure the platform is.



Navigating Ethical Challenges in Metaverse Governance: A Scholarly Perspective | 85

Monetizing and Exploiting Young Users: The microtransaction-based
monetization of Fortnite has also opened up debate on the ethical monetization issue. As
Fernandez (2022) critics denounce “loot boxes” and in-game purchases as devices
designed to exploit children’s limited financial sophistication. The growing demand for
fair monetization practices in various virtual ecosystems is being reflected through
regulatory pushbacks by different jurisdictions. These challenges thus demonstrate the
need for proactive governance frameworks that contend for properties offering rights,
transparency, and ethical standards to users within the metaverse.

6.0 Future Directions for Ethical Governance in the Metaverse

6.1 Ethical Al in decision-making processes

It is imperative to integrate ethical Al into the governance structures of the
metaverse to guarantee transparency, accountability, and equity. Al-driven decision-
making in areas such as content moderation, virtual asset management, and user
interactions must adhere to ethical guidelines to prevent bias and discrimination (Zhuk,
2024). The creation of Al ethics specific to the metaverse will be essential in determining
its future administration.

6.2 Inclusivity and diversity in virtual spaces

Fostering inclusivity in the metaverse requires concerted efforts from developers,
policymakers, and users alike. Ethical governance must ensure that all users, regardless of
their socioeconomic status, gender, race, or other identities, can fully participate in virtual
spaces without experiencing discrimination. Zallio & Clarkson, (2022) emphasizes the
importance of addressing algorithmic bias in virtual environments, which will be key to
promoting inclusivity in the metaverse.

7.0 Conclusion

The governance of the metaverse opens up a number of opportunities and serious
challenges that present the need for new ethical frameworks. Different from any other
techno-giant, the metaverse has in it a combination of the Al, blockchain, and VR. This
makes it very different and inevitable with respect to the multi defined approach of
governance. Privacy, ownership, identity, and the very important inclusion call for further
focus beyond a developer’s or policymaker’s concern to ensure that everyone can access
the environment fairly, securely, and inclusively (Chen et al., 2024). In the matter of
privacy, perhaps one of the most pressing areas that merit concern within the metaverse is



86 ’ International Journal of Management Issues and Research, Vol. 13, Issue 2, Jul-Dec 2024

the issue of what constitutes appropriate collection and usage of personal data. The
immersion of the metaverse draws types of data beyond conventional identifiers to
behavioural and biometric data. As noted by Floridi, 2019, it may be argued that some of
the privacy laws like GDPR provide some protection; however, the adoption of those, if
any, needs to be adapted to account for particular features of virtual environments. In
essence, there is no appropriate regulation on the protection of data; thus, individual
privacy and autonomy become vulnerable to unsolicited exploitation and misuse of
personal information.

Digital property rights and ownership continue to be problematic with the advent
of NFTs and virtual economies. Although NFTs present new opportunities for the
recognition of virtual assets, the legal frameworks concerning such assets remain quite
embryonic (Belk et al., 2022). Therefore, property rights will have to be made clear and
enforced in the context of a growing metaverse, which translates investments from users
being safeguarded. This requires cooperation between the developers of such virtual
platforms and the legal and political experts to design governance frameworks that
recognize the centralized and decentralized approach. Inclusion and representation are also
critical issues that need to be addressed to create an equitable metaverse. Algorithms
govern the interaction space in virtual realms, and as Wang et al., (2022) argue, the result
of these algorithms reinforced existing biases in society, leading to exclusion and
marginalization of certain social networks which will define crucial issues in the
metaverse. The inclusion designs for algorithms and diversity-promoting policies will
keep the metaverse from deepening social inequities.

Decentralization governance models are complemented by well-established
centralizations methods for decision making in the organization, such as DAOs. With
DAOs making decisions as well as enhancing user power over the metaverse, they should
design carefully to adhere to transparency and accountability standards (Linuo, 2022).
Decentralization, on the one hand, could democratize governance in the aforementioned
virtual spaces, while on the other hand, it presents several legal compliance and regulation
challenges or hurdles.

The metaverse is an ongoing, collaborative undertaking for ethical governance
between developers, policymakers, legal scholars, and users. The extant ethical
frameworks from Al, blockchain, and VR have provided sound building blocks, but they
need to be adapted for the specificities attached to the metaverse. Decentralization and
accountability, privacy and data protection, and inclusivity and representation will be the
critical issues to be balanced in shaping the emergence of a metaverse that is inventive but
also fair and just. Indeed, proactive governance as well as ethical considerations will be
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very important as the metaverse continues expanding, so that possible risks can be
mitigated, leading to a more inclusive, safe, and vibrant virtual environment for everyone.
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