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ABSTRACT 

The advent of smart contracts has reshaped the dynamics of corporate agreements with the aid of 

introducing automated, self-executing legal arrangements powered by using blockchain technology. 

These digital contracts offer great advantages, together with reduced transaction charges, greater 

transparency, and minimized reliance on intermediaries. However, their integration into corporate 

agreements provides a range of legal and regulatory challenges that stay unresolved.  This paper 

examines the legal complexities springing up from the usage of smart contracts in corporate 

environments. It explores their enforceability under existing legal frameworks, highlighting troubles 

associated with agreement formation, consent, and the interpretation of coded terms. Jurisdictional 

uncertainty and cross-border enforceability further complicate the legal standing of smart contracts in 

multinational agreements.  

The study additionally addresses dispute resolution mechanisms within the context of immutable 

blockchain statistics, considering whether or not conventional legal remedies are compatible with smart 

contract structure. It discusses how emerging legal requirements and regulatory responses are shaping 

the adoption of smart contracts while making sure compliance with contract law principles. Moreover, 

the paper evaluates real-global programs of smart contracts in company transactions, together with 

supply chain management, monetary offerings, and decentralized autonomous groups (DAOs). It gives 

tips for organizations seeking to leverage this technology while mitigating legal dangers through hybrid 

contract models, legal safeguards, and hazard control frameworks.  

By means of bridging the gap among technological innovation and legal practice, this research 

underscores the need for adaptive legal frameworks that balance the performance of automation with the 

principles of justice, fairness, and duty. Understanding the legal frontiers of smart contracts is important 

for businesses aiming to harness their capability while navigating the evolving legal panorama of the 

digital financial system. 
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1. INTRODUCTION  

The use of block-chain technology to power smart contracts has fundamentally reshaped the 

sphere of corporate law. Such contracts execute themselves, doing away with middlemen in 

enforcing their conditions. The potential for corporations to adopt smart contracts has led to a 

revolution of thought among legal scholars about what this means for traditional corporate 

agreements. This article is about exploring the legal consequences and challenges of using block-

https://doi.org/10.58419/gbs.v10i2.1022414
mailto:snehasrivastava10670@gmail.com


     GBS IMPACT                           Volume 10, Issue - 02, July – December 2024, ISSN: 2454- 8545 

 
 

173 

chain technology in relation to corporate governance and transactions under company law. Smart 

contracts differ from traditional ones because they are self-executing software programs whose 

terms are directly written into code. Hence, it uses a decentralized digital ledger known as a 

blockchain. In essence, smart contracts were invented to execute and enforce contractual 

obligations without involving third parties such as banks or litigants. In regular contracts, parties 

define terms while intermediaries enforce them. 

Smart ones typically function automatically when pre-set conditions are satisfied. This eliminates 

trust issues since codes include rules and penalties that negate any need for intermediaries. 

Corporate agreements are made faster through smart contracts, a process that involves 

computerizing tasks like verifying compliance with payment processes as well as managing 

supply chains. They operate on decentralized blockchains which make them safe and eliminate 

the need for third party intermediaries.  This will save companies a lot of money especially in 

industries with convoluted supply chains or lengthy legal procedures. It can be programmed 

using smart-contracts to update in real-time based on external data inputs and the cryptographic 

features of blockchain guarantee the security and integrity of its smart-contracts. Smart contracts 

can handle complex and multi-party agreements containing numerous conditional clauses, since 

geographical limitations do not affect them they have global accessibility. 

Some industries have adopted smart contract technology to simplify operations, cut costs, and 

improve productivity. Here are some examples of real-life cases where smart contracts have 

worked: 

o Supply Chain Management: Walmart in collaboration with IBM’s Food Trust 

Network introduced smart contracts to trace the journey of food through its 

supply chain. 

o Real Estate Transactions: Propy’s Blockchain Real Estate Transactions was 

successful in implementing smart contracts for automating property purchase 

agreements that were transparently executed with reduced intermediaries 

involved in transfer of real estate assets. 

o Cross-Border Payments: Ripple is a payment protocol based on blockchain that 

uses smart contracts to enable cross-border transactions and automate payment 
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settlements making international transfers faster and cheaper than traditional 

banking systems. 

o Smart Legal Contracts: OpenLaw’s Legal Agreement Automation which allows 

for faster and more secure contract execution within a compliant legal framework 

from the simplest agreement to highly intricate legal arrangement. 

These real-world instances display the adaptability of wise agreements throughout different 

sectors, showing their capability to improve performance, openness, as well as depend on varied 

organization procedures. 
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2. LAWFUL ENFORCEABILITY CHALLENGES 

The application of smart agreements in company arrangements is not without its lawful 

obstacles. One difficulty is the concern of lawful enforceability. Standard agreements depend on 

a lawful structure that consists of human analysis as well as solutions in situation of 

disagreements. Smart agreements, being self-governing coupled with code-driven might increase 

problems concerning their enforceability within existing lawful frameworks. 

As lawful scholars dig into this problem they should think about exactly how courts will 

certainly manage conflicts developing from smart agreements. Will they identify code as a 

binding arrangement, coupled with how will the typical concepts of agreement legislation adjust 

to this brand-new standard? These are critical concerns that require cautious assessment. 

1. Ambiguity and Interpretation: Smart contracts are written in code, which may also lack 

the readability and precision of traditional legal language. This may create ambiguity and 

difficulties in deciphering contractual terms.  

2. Conventional contract formation requirements: Legal systems usually require offer, 

acceptance, consideration, and intent to shape legal relations. Automatic execution in 

smart contracts might not align with those traditional standards.  

3. Lack of legal recognition: Some jurisdictions have not begun to formally recognize or 

modify smart contracts. This legal uncertainty increases issues about enforceability and 

available remedies in case of disputes.  

4. Smart agreement bugs and vulnerabilities: Coding errors and vulnerabilities can cause 

unintended outcomes or disputes. Legal responsibility for software program-associated 

issues can be challenging to establish under conventional contract regulation.  

5. Human Involvement and Dispute resolution: While designed to operate without 

intermediaries, certain disputes may still require human interpretation. Legal systems 

may struggle to resolve conflicts related to each automatic and human-driven actions.  

6. Capacity and legal competence: Contract law requires parties to have legal ability and 

competence. Smart contracts may also lack mechanisms to affirm these requirements, 

risking challenges to their validity.  
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7. External events and force majeure: Traditional contracts account for unexpected events 

via force majeure clauses. Smart contracts may additionally struggle to adapt to outside 

elements, elevating enforceability concerns.  

8. Regulatory Compliance: The evolving regulatory landscape complicates compliance with 

financial, customer safety, and privacy laws. Non-compliance can have an effect on 

enforceability.  

9. Privacy and records protection: Operating on transparent blockchains, smart contracts can 

also divulge sensitive facts. Compliance with privacy laws like GDPR poses legal and 

operational demanding situations.  

10. Legal Precedents and Case law: With limited legal precedents, courts may find it tough to 

use established legal ideas to disputes related to smart contracts, leading to inconsistent 

rulings. 

The legal panorama concerning the enforceability of smart contracts in India continues to be 

evolving. As blockchain technology gains traction, understanding the legal elements of smart 

contracts becomes more and more vital. whilst India’s legal framework provides a basis for 

recognizing virtual agreements, particular provisions addressing smart contracts stay 

underdeveloped. This phase highlights key factors affecting the enforceability of smart contracts 

in India, exploring existing legal standards, regulatory recognition, and potential challenges 

businesses may face in leveraging this emerging technology. 

1. Lack of specific regulation: India currently lacks specific rules governing smart 

contracts. The primary legal framework for contracts is the Indian contract Act, 1872, 

which predates blockchain and smart agreement technology. 

2. Recognition of digital Contracts: The information technology Act, 2000 presents 

legal recognition to electronic records and virtual signatures, forming a foundation for 

accepting contracts executed through digital means. however, its applicability to 

blockchain-based smart contracts stays doubtful. 

 

3. Case-by-Case foundation: Courts in India are likely to evaluate the enforceability of 

smart contracts on a case-by-case basis, making use of traditional contract law 

principles while thinking about the precise components of each dispute. 
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4. Potential legal challenges: legal challenges in India ought to involve problems 

associated with contract formation, interpretation, and compliance with existing legal 

standards. for example, organising mutual consent, decoding coded terms, and 

determining intermediary roles could be contentious. 

5. Need for clear regulation: The absence of unique legal provisions for smart contracts 

creates uncertainty. clear legislative guidelines or amendments to present legal 

guidelines could provide higher legal readability and address the technological 

complexities of smart contracts. 

Global Regulatory perspective: The regulatory surroundings for blockchain and smart 

contracts vary throughout jurisdictions. While many governments apprehend the potential of 

this technology, regulatory techniques continue to be numerous. Key issues consist of virtual 

asset classification, securities policies, and purchaser safety. Balancing innovation with legal 

safeguards continues to form the evolving regulatory landscape of smart contracts in 

corporate agreements. Federal governments together with regulative bodies are functioning 

to strike equilibrium in between promoting advancement plus securing customers as well as 

financiers. The lawful therapy of electronic properties safeties laws plus customer security is 

persisting motifs in the developing regulative landscape bordering wise agreements in 

company arrangements. 
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3. PROBLEMS RELATING TO CROSS-BORDER ENFORCEABILITY OF SMART 

CONTRACTS 

The worldwide adoption of smart contracts provides several challenges regarding their cross-

border enforceability. Smart contracts, powered by blockchain technology, perform on 

decentralized networks, allowing transactions across borders without intermediaries. While this 

gives efficiency, it increases legal complexities that avoid their enforceability in global contexts. 

One significant challenge is jurisdictional ambiguity. Since smart contracts perform in a 

decentralized environment, determining which jurisdiction’s legal framework applies can be 

tough. Traditional contracts usually specify a governing regulation and jurisdiction, but smart 

contracts often lack those provisions, making cross-border disputes extra complicated to resolve. 

The conflict of laws also poses problems. Different countries have distinct legal frameworks for 

contract formation and enforcement. A contract legally binding in one jurisdiction can be 

unenforceable in another, complicating the determination of the relevant regulation, especially in 

smart contracts concerning more than one country. 

Enforceability underneath local legal guidelines further complicates the matters. some legal 

systems may not recognize smart contracts as binding agreements, specially in jurisdictions that 

rely on old legal concepts. This inconsistency creates uncertainty in cross-border enforcement 

and hinders smart contract adoption. Dispute resolution is any other trouble. The absence of 

centralized arbitration bodies for smart contracts means resolving disputes is more difficult. 

Additionally, enforcement orders from one jurisdiction might not be identified or enforceable in 

another, similarly complicating the resolution of cross-border problems. Regulatory divergence 

additionally adds complexity. International locations have various regulations on blockchain 

generation, data privacy, and virtual asset classifications, creating a patchwork of rules. the 

dearth of international requirements for smart contracts exacerbates these challenges, making 

regular cross-border enforcement hard. 

Therefore, the cross-border enforceability of smart contracts requires international cooperation, 

regulatory harmonization, and the development of a unified legal framework to address the 

demanding situations. 
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4. MECHANISMS FOR DISPUTE RESOLUTION RELATING TO SMART 

CONTRACTS 

Dispute resolution in smart contracts can be complex due to their automatic and decentralized 

nature, however various mechanisms can help cope with conflicts efficiently. within the Indian 

context, dispute resolution for smart contracts offers both challenges and opportunities, given the 

country’s evolving legal framework and growing adoption of blockchain technology. One key 

mechanism for resolving disputes in smart contracts is Arbitration, which aligns properly with 

India's legal machine, mainly under the Arbitration and Conciliation Act, 1996. Platforms like 

Kleros or Aragon court, which give decentralized arbitration, can be included into smart 

contracts to make certain that disputes are resolved by way of impartial jurors, with decisions 

automatically enforced via the smart settlement. Escrow mechanisms are also commonly used, 

where finances are held in escrow until predefined situations are met. In India, the use of multi-

signature wallets or trusted third parties can assist resolve disputes concerning the discharge of 

finances, at the same time as making sure compliance with Indian contractual laws.  

 

Court-integrated solutions are gaining traction as smart contracts are connected with 

conventional legal systems. In cases in which a dispute cannot be resolved through the settlement 

itself, Indian courts can intervene, particularly as India moves toward recognizing blockchain-

based contracts under the Indian contract Act, 1872. Oracles, which provide external data to 

smart contracts, can also be vital in the Indian context. For instance, oracles can confirm external 

conditions such as delivery or payment dates, which are frequently key factors in commercial 

agreements in India. 

India is likewise seeing the upward thrust of Decentralized autonomous organizations (DAOs), 

wherein token holders can vote on disputes, similar to the collective decision-making approaches 

inside India's cooperative and community-based governance models. Furthermore, on-chain 

mediation services could assist resolve minor disputes without needing extensive arbitration, in 

line with India’s growing interest in alternative dispute resolution (ADR) techniques. Ultimately, 

the inclusion of legal agreements in smart contracts, together with specifying Indian jurisdiction 

for disputes, ensures that smart contracts perform within the Indian legal framework. With these 
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mechanisms, India is positioning itself to successfully manage and solve disputes springing up 

from the usage of smart contracts in its increasingly virtual economy. 

 

5. PLATFORMS AND TECHNIQUES TO HELP ORGANIZATIONS USE SMART 

CONTRACTS 

Several real-world programs are leveraging smart contracts to convert business enterprise 

transactions, supply chain management, economic offerings, and governance. In company 

transactions, platforms like Ethereum and Chainlink automate and secure commercial enterprise 

agreements, ensuring transparency and performance. For supply chain management, IBM food 

trust and VeChain use smart contracts to track goods, verify product authenticity, and automate 

procedures like payments and quality checks, enhancing transparency and sustainability. In 

Decentralized Finance (DeFi), platforms like Aave, Uniswap, and MakerDAO use smart 

contracts to enable decentralized lending, trading, and stablecoin management, getting rid of 

intermediaries and offering greater accessibility. Decentralized autonomous organizations 

(DAOs) which include Aragon, MolochDAO, and Gitcoin DAO rent smart contracts for 

transparent governance and choice-making, empowering stakeholders to participate in voting and 

funding decisions. These examples highlight the growing function of smart contracts in 

optimizing techniques across industries, fostering decentralization and innovation. 

Every company organisation has its company board for checking out the lawful along with 

honest working of the organisation with regard to its features plus developments. The list below 

are the functions together with obligations of company boards- 

1. Oversight and Governance: commercial enterprise boards ought to provide oversight for 

smart agreement execution, making sure they align with corporate governance standards 

and the organization’s values. This ensures that smart contracts adhere to corporation 

rules and goals. 

2. Hazard management: The board needs to evaluate and manage dangers related to smart 

contract deployment. This consists of figuring out potential dangers, enforcing risk 

management techniques, and ensuring compliance with applicable rules. 
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3. Ethical issues: boards need to observe the ethical implications of smart contract use, 

addressing concerns to ensure the generation aligns with the organisation’s ethical 

standards and does not compromise integrity. 

4. Legal Compliance: boards are chargeable for ensuring legal compliance, operating 

closely with legal advisors to deal with any regulatory issues or demanding situations 

related to smart contracts. 

5. Strategic alignment: commercial enterprise boards ought to make sure that smart 

contracts contribute to achieving strategic goals and do no longer conflict with the 

corporation’s broader goals. 

6. Stakeholder communication: it's far essential for the board to transparently speak the 

advantages, dangers, and ethical concerns of integrating smart contracts, making sure all 

stakeholders are informed. 

7. Audit and monitoring: boards have to implement tracking structures to assess the overall 

performance, protection, and compliance of smart contracts, ensuring they meet required 

standards. 

By adhering to these finest techniques and also including company boards in guidance, 

companies can incorporate smart agreements properly into their administrative frameworks 

guaranteeing placement with lawful, honest plus critical factors to consider. 

 

6. CONCLUSION 

To conclude the combination of smart agreements right into company arrangements offers a 

engaging chance for performance and also advancement. Nonetheless it likewise positions 

complex lawful obstacles that require mindful factor to consider. As firms remain to discover 

this state-of-the-art crossway of innovation as well as legislation, the trip in the direction of a 

unified assimilation of smart agreements right into business arrangements assures to be both 

intriguing as well as complicated. Striking the best equilibrium in between welcoming technical 

development as well as making sure lawful quality will certainly be essential to opening the 

complete capacity of wise agreements in the company regulation landscape. 
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