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Introduction

The metaverse is a rapidly expanding digital realm that is transforming the way we interact,
transact and conduct business. With the growth of the metaverse, new legal and regulatory
challenges have emerged, particularly in the areas of illicit financial flows and criminal activity.
This briefing paper outlines the priority areas that require in-depth case studies to inform law
reform and tackle illicit financial flows in the metaverse.

Priority Areas

1. Criminal activity in the metaverse

The first priority area is to understand the nature and extent of criminal activity in the
metaverse. This includes activities such as money laundering, fraud, and cybercrime. Case
studies should examine the methods used by criminals to exploit the metaverse, the impact
of these activities on individuals and companies, and the effectiveness of current legal and
regulatory frameworks in addressing them.

The metaverse has become a haven for criminal activity, ranging from money laundering to
cybercrime. The decentralized and anonymous nature of many metaverse transactions makes
it difficult for law enforcement agencies to detect and investigate these activities. Africa is
particularly vulnerable to cybercrime, with limited resources and expertise to address the
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issue. The decentralized and anonymous nature of metaverse transactions presents new
challenges to African law enforcement agencies. To secure the African fiscal space, African
countries must:

a. Invest in advanced data analysis tools and cybersecurity infrastructure to detect and
investigate metaverse -based crimes by:

i.  Establishing specialized training programs for law enforcement agencies to
increase their expertise in detecting and investigating metaverse-based crimes.

ii. Collaborating with private sector cybersecurity companies to develop and
implement advanced cybersecurity solutions.

ii.  Allocating government funding for the development and implementation of
cybersecurity infrastructure and data analysis tools.

b. Develop regional cooperation agreements to enhance cross-border investigations and
prosecutions by:

i.  Establishing formal agreements and protocols for cross-border cooperation and
information sharing between African countries.
ii.  Organizing regular meetings and workshops between law enforcement agencies
to facilitate knowledge sharing and collaboration.
iii.  Providing financial and logistical support to enable law enforcement agencies to
participate in cross-border investigations and prosecutions.

c. Strengthen regulations and penalties to deter criminal activity in the metaverse by:

i.  Conducting research and consultation with experts in the metaverse and
cybersecurity industries to develop new laws and regulations that address the
unique challenges posed by the metaverse.

ii.  Providing training to judges and lawyers on the interpretation and application of
new laws and regulations related to the metaverse.

iii.  Increasing the capacity of law enforcement agencies to enforce metaverse-related
laws and regulations.

d. Promote education and awareness among the public about the risks of cybercrime and
how to protect themselves by:

i.  Developing public awareness campaigns that focus on the risks associated with
metaverse use, such as the dangers of sharing personal information online.
ii.  Providing resources and training to schools and community organizations to
educate young people about online safety and responsible online behaviour.
iii.  Collaborating with metaverse companies to provide users with tools and resources
to help them protect their personal information and assets.
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2. Taxation in the metaverse

The second priority area is to explore the tax implications of transactions in the metaverse.
Case studies should examine the extent to which taxation rules and regulations apply to
transactions in the metaverse, the impact of these rules on individuals and companies, and
the potential for tax evasion and avoidance. The metaverse will present new challenges for
African countries that are already struggling to collect tax revenue in the digital age. Without
clear tax laws and regulations for metaverse transactions, African countries risk losing out on
much-needed revenue. To secure the African fiscal space, African countries must:

a.

Develop clear and consistent tax laws and regulations for transactions in the
metaverse by:

Conducting research to better understand the types of transactions that occur
in the metaverse and their tax implications.

Developing clear and consistent tax laws and regulations for metaverse
transactions that take into account the unique features of the metaverse.
Providing guidance and training to taxpayers and tax professionals on how to
comply with the new regulations.

Create a system of digital identities that can be used to track and tax metaverse
transactions by:

Developing a secure system for registering and verifying digital identities that
can be used to track metaverse transactions and ensure compliance with tax
regulations.

Establishing a network of trusted third-party providers that can issue digital
identities and provide other related services.

Developing protocols and standards for sharing data between tax authorities
and other stakeholders to enable efficient and effective tracking and taxation
of metaverse transactions.

Promote international cooperation and information sharing among tax authorities to
improve enforcement and compliance by:

Establishing partnerships and agreements with other countries to enable
cross-border information sharing and cooperation on metaverse tax issues.
Promoting the adoption of common standards and protocols for metaverse
transactions to facilitate cross-border compliance and enforcement.
Developing platforms for sharing information and best practices among tax
authorities to improve collaboration and cooperation.

Create mechanisms for dispute resolution and appeals in cases where tax liability is
disputed by:

Developing clear and fair mechanisms for resolving disputes between
taxpayers and tax authorities in cases where tax liability is disputed.
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ii.  Providing training and support to taxpayers and tax professionals on how to
navigate the dispute resolution process.

iii.  Establishing an independent appeals process that can provide impartial
oversight and decision-making in cases where disputes cannot be resolved
through other means.

3. Governance and regulation of the metaverse

The third priority area is to examine the governance and regulatory frameworks that are
needed to ensure that the metaverse operates in a safe, secure and ethical manner. Case
studies should examine the roles of different stakeholders in the metaverse, including
governments, private companies, and civil society groups, and the potential for collaboration
to develop effective governance and regulatory frameworks. As the metaverse continues to
grow, it will become increasingly important to develop effective governance and regulatory
frameworks to ensure that it operates in a safe, secure, and ethical manner.

The metaverse is still largely unregulated, and its growth has outpaced the development of
effective governance and regulatory frameworks. African countries must be proactive in
establishing these frameworks to protect their citizens and ensure that the metaverse
operates in a safe, secure, and ethical manner. To secure the African fiscal space, African
countries must:

a. Establish clear legal frameworks and regulatory bodies to oversee metaverse activities
by:

i.  Conducting research to better understand the nature of metaverse activities
and the potential risks to individuals, companies, and society as a whole.

ii. Developing clear and consistent legal frameworks and regulations that take
into account the unique features of the metaverse and provide guidance to
metaverse stakeholders on compliance.

iii.  Establishing regulatory bodies with the necessary expertise and authority to
oversee and enforce metaverse regulations.

b. Create industry-wide standards and best practices for metaverse companies and users
by:

i.  Working with industry stakeholders to develop standards and best practices
for metaverse companies and users to promote ethical, safe, and secure use
of the metaverse.

ii. Developing guidelines and training materials to promote compliance with the
standards and best practices and encourage adoption through public
awareness campaigns.

iii.  Monitoring compliance with the standards and best practices and provide
guidance and support to companies and users as needed.
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c. Encourage self-regulation and accountability among metaverse stakeholders by:

Working with industry stakeholders to develop self-regulatory mechanisms
that promote accountability and responsibility for metaverse activities.
Encouraging the development of industry associations and other organisations
that can promote best practices and self-regulation among metaverse
stakeholders.

Providing support and guidance to companies and users as needed to ensure
compliance with self-regulatory mechanisms.

d. Promote transparency and data sharing to enhance trust and cooperation among
stakeholders by:

Developing protocols and standards for data sharing among metaverse
stakeholders, with a focus on transparency and user privacy.
Encouraging the development of open data initiatives and other mechanisms
for sharing information and insights on metaverse activities.
Establishing communication channels and platforms for stakeholders to
exchange ideas and best practices, and to facilitate dialogue and collaboration.

4. Intellectual property in the metaverse

The fourth priority area is to examine the legal frameworks that govern intellectual property
in the metaverse. Case studies should examine the challenges of protecting intellectual
property in a virtual environment, including issues related to ownership, licensing, and
enforcement. The metaverse presents a number of challenges for intellectual property (IP)
protection, including the difficulty of enforcing IP rights in a decentralized and global

environment.

Africa is home to many creative industries, including music, film, and art, which are
particularly vulnerable to intellectual property infringement in the metaverse. African
countries must ensure that they have effective legal frameworks to protect these industries
and promote innovation. To secure the African fiscal space, African countries must:

a. Develop clear and enforceable IP laws and regulations for the metaverse by:

Conducting research to better understand the nature of IP infringement in the
metaverse and the potential risks to African creative industries.

Developing clear and enforceable legal frameworks and regulations that take
into account the unique features of the metaverse and provide guidance to
metaverse stakeholders on IP protection and enforcement.

Working with international organizations, such as the World Intellectual
Property Organization (WIPQO), to develop international standards and best
practices for IP protection in the metaverse.
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b. Create mechanisms for registering and protecting IP in the metaverse by:

i.  Developing mechanisms for registering and protecting IP in the metaverse,
such as digital rights management (DRM) systems or blockchain-based
registries.

ii. Working with metaverse companies to establish clear guidelines for IP
protection and to encourage adoption of these mechanisms among users.

iii.  Establishing partnerships with international organizations and other countries
to promote cross-border cooperation on IP protection in the metaverse.

c. Promote education and awareness among metaverse users about IP rights and
responsibilities by:

i.  Developing public awareness campaigns to promote awareness of IP rights and
responsibilities among metaverse users, including creative industry
professionals and consumers.

ii.  Providing training and support to African creative industries on how to protect
their IP in the metaverse.

iii.  Working with metaverse companies and other stakeholders to promote
education and awareness of IP issues and best practices.

d. Establish a system of dispute resolution and appeals in cases of IP infringement by:

i.  Establishing a system of dispute resolution and appeals that provides a clear
and fair process for resolving disputes related to IP infringement in the
metaverse.

ii.  Working with international organizations, such as WIPO or the International
Chamber of Commerce (ICC), to establish international standards for dispute
resolution in the metaverse.

iii.  Providing training and support to African creative industries on how to use the
dispute resolution system effectively.

5. Data protection in the metaverse

The fifth priority area is to examine the legal frameworks that govern data protection in the
metaverse. Case studies should examine the challenges of protecting personal data in a virtual
environment, including issues related to data ownership, consent, and privacy. The metaverse
also presents a number of challenges for data protection, including the difficulty of ensuring
privacy and consent in a virtual environment.

African countries have a mixed record on data protection, with some countries lacking clear
legal frameworks for protecting personal data. The metaverse presents new challenges for
data protection, particularly in the absence of clear regulations and protocols. To secure the
African fiscal space, African countries must:
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a.

Develop clear and enforceable data protection laws and regulations for the metaverse
by:

i.  Establishing a legal framework that defines personal data and outlines the
types of data that can be collected and how it can be used.
ii.  Requiring organizations to obtain explicit user consent before collecting and
processing personal data.
iii.  Establishing penalties for organizations that misuse or mishandle personal
data.

Create mechanisms for obtaining and managing user consent for data collection and
use by:

i.  Developing standard consent forms that clearly explain how personal data will
be collected, processed, and used.
ii. Requiring organizations to obtain user consent in a transparent and easy-to-
understand manner.
iii.  Allowing users to revoke their consent at any time.

Promote transparency and data sharing to enhance trust and cooperation among
metaverse stakeholders by:

i.  Establishing guidelines for data sharing among different organizations and
stakeholders.
ii.  Encouraging the development of open standards and protocols for data
sharing in the metaverse.
iii.  Developing transparency reports that detail the types of personal data that are
collected and how they are used.

Establish effective data management and protection protocols to safeguard user data
from misuse and abuse by:

i.  Requiring organizations to implement appropriate technical and
organizational measures to safeguard user data.
ii. Developing data retention policies that outline how long personal data can be
stored and when it must be deleted.
iii.  Establishing a system of data breach notification to ensure that users are
notified in the event of a data breach.

Conclusion

The metaverse is a rapidly evolving digital realm that presents both opportunities and
challenges for individuals, companies, and governments. To ensure that the metaverse
operates in a safe, secure and ethical manner, it is essential to develop effective legal and
regulatory frameworks. The priority areas identified in this briefing paper require in-depth
case studies to inform law reform and tackle illicit financial flows in the metaverse. The
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findings of these case studies will be disseminated through our META-X project, which aims
to generate research needed for knowledge transfer, policy advocacy, capacity building and
training.

The impact of the metaverse on Africa is and will be significant, particularly in the areas of
illicit financial flows and law reform. To secure the African fiscal space, African countries must
develop effective legal and regulatory frameworks to address these challenges, invest in
cybersecurity infrastructure and expertise, and promote education and awareness among the
general public. Our META-X project will play an important role in generating the knowledge
and insights needed to support these efforts.

Next page: Appendix: Examples of countries that have taken measures under the priority areas
identified.
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Criminal activity in
the metaverse

United States: The U.S. Federal Bureau of Investigation (FBI) has
established a dedicated unit to investigate cybercrime, including
criminal activity in the metaverse. The unit works closely with
other U.S. government agencies and international partners to
investigate and prosecute cybercriminals.

Singapore: The Singaporean government has developed a
comprehensive strategy to combat cybercrime and other illicit
activities in the metaverse. The strategy includes the
establishment of a new cybersecurity agency, the Cyber Security
Agency of Singapore (CSA), as well as a range of policies and
regulations aimed at promoting cybersecurity and preventing
cybercrime.

United Kingdom: The UK government has implemented a range of
measures to address cybercrime and illicit financial flows in the
metaverse, including the establishment of a national cybercrime
unit and the introduction of new laws and regulations targeting
cybercrime.

South Africa: The South African government has developed a
national cybersecurity strategy that includes provisions for
addressing cybercrime and other illicit activities in the metaverse.
The strategy includes measures to increase public awareness of
cybersecurity risks, as well as efforts to strengthen the capacity of
law enforcement agencies to investigate and prosecute
cybercriminals.

Nigeria: The Nigerian government has taken steps to address
cybercrime, including the establishment of the National
Cybercrime Advisory Council (NCAC), which is responsible for
developing policies and strategies for combating cybercrime and
other forms of illicit activity in the metaverse. The NCAC works
closely with law enforcement agencies and international partners
to investigate and prosecute cybercriminals.
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Taxation in the
metaverse

United States: The U.S. Internal Revenue Service (IRS) has issued
guidance on the tax treatment of virtual currencies, including
those used in the metaverse. The guidance clarifies that virtual
currencies are treated as property for tax purposes and subject to
capital gains tax when sold or exchanged.

United Kingdom: The UK government has proposed new
legislation that would bring virtual assets, including those used in
the metaverse, within the scope of anti-money laundering and
counter-terrorist financing regulations. The legislation would
require virtual asset service providers to register with the
government and comply with certain reporting and record-
keeping requirements.

Japan: Japan has introduced a system of virtual currency
registration that requires cryptocurrency exchanges to obtain
licenses from the government and comply with certain
regulations, including reporting requirements for transactions
exceeding a certain value.

Estonia: Estonia has established a regulatory sandbox for virtual
currencies and other digital assets, allowing companies to test
innovative products and services in a controlled environment. The
sandbox is designed to encourage innovation while ensuring that
companies comply with relevant laws and regulations.

Malta: Malta has developed a comprehensive framework for
regulating virtual currencies and other digital assets, including
those used in the metaverse. The framework includes provisions
for licensing and supervision of virtual asset service providers, as
well as rules on anti-money laundering and counter-terrorist
financing.
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Governance and
regulation of the
metaverse

United States: The U.S. Securities and Exchange Commission (SEC)
has issued guidance on the application of securities laws to initial
coin offerings (ICOs) and other virtual currency transactions,
including those involving the metaverse.

Singapore: The Monetary Authority of Singapore (MAS) has
established a regulatory sandbox for fintech companies, including
those operating in the metaverse, to test innovative products and
services under controlled conditions.

Japan: The Japan Blockchain Association has established
guidelines for self-regulation of virtual currency exchanges,
including those operating in the metaverse. In Japan the Virtual
Currency Exchange Association is a self-regulatory body
established by virtual currency exchanges to promote best
practices and accountability.

European Union: The European Blockchain Partnership has
developed standards and best practices for blockchain
technology, including those related to virtual currencies and the
metaverse.

United Kingdom: The CryptoUK trade association promotes self-
regulation of the virtual currency industry, including those
operating in the metaverse.

Estonia: The Estonian e-Residency program provides a digital
identity for non-residents, which can be used to access services
and participate in the digital economy, including the metaverse.

European Union: The EU General Data Protection Regulation
(GDPR) provides a legal framework for data protection and
privacy, including those related to virtual currencies and the
metaverse.
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Intellectual property
in the metaverse

Japan: In 2019, Japan amended its copyright laws to extend
protections to virtual and augmented reality content, including
content created for the metaverse.

South Korea: In 2021, South Korea revised its copyright laws to
extend protections to virtual and augmented reality content,
including content created for the metaverse.

Decentraland: Decentraland is a blockchain-based virtual world
that allows users to create, own, and trade virtual assets using
non-fungible tokens (NFTs). Decentraland has a built-in registry for
virtual assets, which enables users to prove ownership of their
assets on the blockchain.

Somnium Space: Somnium Space is a blockchain-based virtual
world that allows users to create and trade virtual assets using
NFTs. Somnium Space has a built-in registry for virtual land and
virtual assets, which enables users to prove ownership of their
assets on the blockchain.

South Africa: The Department of Trade and Industry in South
Africa provides resources and training on IP protection for creative
industries, including those operating in the metaverse.

Ghana: The Ghana Copyright Office has conducted public
education campaigns to raise awareness of copyright issues and
promote respect for IP rights.

WIPO: The World Intellectual Property Organization provides a
variety of dispute resolution services, including those related to IP
infringement in the metaverse.

OpenSea: OpenSea is a marketplace for buying and selling virtual
assets, including those created for the metaverse. OpenSea has a
dispute resolution process in place to resolve disputes between
buyers and sellers.
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Data protection in
the metaverse

Nigeria: In 2019, Nigeria passed the Nigeria Data Protection
Regulation (NDPR), which outlines data protection requirements
and guidelines for individuals and organizations operating in
Nigeria, including those operating in the metaverse.

South Africa: The Protection of Personal Information Act (POPIA)
came into effect in South Africa in 2020, which outlines data
protection requirements and guidelines for individuals and
organizations operating in South Africa, including those operating
in the metaverse.

Kenya: The Data Protection Act, 2019, requires organizations to
obtain user consent before collecting and using their data. The law
also requires organizations to provide users with access to their
data and to allow users to request the deletion of their data.

Ghana: The Data Protection Act, 2012, requires organizations to
obtain user consent before collecting and using their data. The law
also requires organizations to provide users with access to their
data and to allow users to request the deletion of their data.

Rwanda: The Rwanda Utilities Regulatory Authority (RURA)
developed the Rwanda Data Sharing Policy in 2020, which outlines
guidelines for sharing data among different organizations and
stakeholders. The policy aims to promote transparency and
collaboration in the use of data.

Tunisia: The National Authority for Personal Data Protection
(INPDP) was established in 2004 to oversee the protection of
personal data in Tunisia. The INPDP is responsible for developing
and enforcing data protection policies and guidelines, as well as
investigating and punishing cases of data misuse or abuse.

Mauritius: The Data Protection Act, 2017, requires organizations
to implement appropriate technical and organizational measures
to safeguard user data from misuse or abuse. The law also requires
organizations to notify users in the event of a data breach.
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