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Abstract

RESEARCH OBJECTIVE: The aim of this article is to analyse the role of the
metaverse as a tool and domain of economic diplomacy, as well as to assess its
impact on global economic cooperation.

RESEARCHPROBLEM AND METHOD: The study explores the applica-
tion of modern technologies in economic diplomacy, with a particular focus on
the metaverse. The research employs an analytical-descriptive method, literature
analysis, case studies, and a review of diplomatic practices.

THE PROCESS OF ARGUMENTATION: The article discusses the signifi-
cance of economic diplomacy tools in the context of contemporary international
economic theories. It then presents the specifics of the metaverse as a new arena
for diplomatic interactions. The analysis also covers the challenges, opportuni-
ties, and risks associated with implementing digital technologies in diplomatic
practice, with particular emphasis on risk management and an interdisciplinary
approach to the training of diplomatic personnel.

RESEARCH RESULTS: The author addresses the question of how the
metaverse can enhance the effectiveness of economic diplomacy, what factors
determine the success of its implementation, and what implications this has for
contemporary international relations.

CONCLUSIONS, INNOVATIONS, AND RECOMMENDATIONS:
Modern digital technologies, including the metaverse and artificial intelligence,
can significantly improve the effectiveness of diplomatic activities, fostering the
internationalization of economies and the development of global cooperation.

Suggested cittation: Czarnecka-Gallas, M. (2026). The metaverse as a tool
and domain of economic diplomacy: governance, systemic risk and com-
petitiveness. Horizons of Politics, 17(59), 383—406. https://doi.org/10.35765/
HP.2026.1759.20.

383


mailto:marta.czarnecka-gallas@ug.edu.pl

384

MarTta CZARNECKA-GALLAS

Systematic risk management, an interdisciplinary approach and proper diplomat
training, encompassing technological, analytical, and strategic competencies,
are crucial.

KEYwORDS:
economic diplomacy, metaverse, digital technologies,
diplomatic effectiveness, systemic risk management,
competitiveness

INTRODUCTION

Since the 1990s, economic diplomacy has evolved both as theoretical
and practical concept becoming an influential component of both
international relations and the global economy. Modern approaches
to economic diplomacy extend beyond the traditional realist par-
adigm, which saw diplomatic activity as the exclusive domain of
nation-states. Increasing emphasis is now placed on international
cooperation and the active participation of non-state actors, includ-
ing corporations, non-governmental organizations, and academic
institutions (Garbacz, 2017, Bayne & Woolcock, 2017, Shrestha, 2021).

Technological innovation is one of the features of modern eco-
nomic diplomacy, which enables adaptation to the dynamic nature
of the global economic environment. Among the emerging tools of
the modern diplomacy, the metaverse — a virtual, interactive environ-
ment that merges physical and digital realities, stands out as both
promising and controversial. The metaverse provides a platform for
conducting negotiations, fostering economic relations, and shaping
the international image of states and organizations. It may also serve
as a strategic domain for achieving national goals, especially in the
context of hybrid warfare and technological competition (Marsili,
2023, Herath, Mittal, & Kataria, 2024).

The primary objective of this article is to explore the application
of the metaverse in economic diplomacy, with a particular focus on
its potential, associated challenges, and the multifaceted risks. The
analysis adopts an interdisciplinary approach, drawing on insights
from international economics, international relations, institutional
theory, and management, particularly in the context of systemic risk
management.
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The main theses of the article, which will be developed in the
subsequent sections, are as follows:

1. The metaverse is not merely a new tool of economic
diplomacy but is emerging as a distinct domain of economic
and regulatory activity which, under specific institutional,
competency-based, and legal conditions, can enhance the
effectiveness of states” economic diplomacy.

2. The metaverse’s application for realisation economic
diplomacy’s goals generates new systemic risks that require
coordinated governance at both national and supranational
levels.

Existing research on the metaverse has focused primarily on its
technological, cultural, and business dimensions, whereas its role
in economic diplomacy — understood both as an instrument and as
a domain of state activity, remains insufficiently explored. This article
addresses that gap by proposing a conceptual model for the use of
the metaverse in economic diplomacy and by identifying the key
conditions and risks associated with its implementation.

The topic discussed herein is of substantial significance to the
development of modern economic diplomacy and warrants care-
ful attention from policymakers, the private sector, and civil soci-
ety organizations. Accordingly, the article’s conclusions and rec-
ommendations are aimed primarily at these stakeholder groups,
with the intention of supporting strategies conducive to econom-
ic development, competitiveness and enhancement of national
prosperity.

The article is structured as follows. First, it conceptualizes the
metaverse within the theoretical framework of economic diplomacy
and outlines its technological and economic characteristics. Second, it
analyses the opportunities and systemic risks associated with the use
of the metaverse as both a tool and a domain of economic diplomacy.
Third, it presents comparative case studies of selected countries and
the European Union, systematized through a comparative analytical
matrix, in order to identify differing governance logics and institu-
tional approaches. The discussion section interprets these findings
in light of systemic risk management and multilevel governance.
Finally, the article concludes by formulating policy recommendations
and outlining directions for further research.
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METHOD

This article adopts a conceptual-analytical approach grounded in
qualitative analysis of secondary sources. The research framework
comprises: (1) a literature review of peer-reviewed articles and schol-
arly monographs published between 2012 and 2024 in the fields of
economic diplomacy, technology governance, and metaverse studies;
(2) analysis of institutional documents, including European Union
materials, publications of international organizations, and publicly
available governmental communications; and (3) comparative case
studies, selected based on official public-sector involvement, rele-
vance to economic diplomacy objectives, and diversity of institutional
and developmental contexts.

A SWOT analysis was employed as a synthesizing analytical tech-
nique, and an original conceptual model was developed as the theo-
retical outcome of the study, focusing on the role of the metaverse
in enhancing competitiveness within economic diplomacy. Valida-
tion was ensured through source triangulation and cross-referencing
literature-based insights with documented institutional practices. The
qualitative methodology supported both analytical inquiry and the
formulation of policy-oriented recommendations.

RESULTS

The Metaverse in the Context of Economic Diplomacy

The term metaverse combines the Greek prefix meta (meaning “be-
yond” or “transcending”) with “universe”, denoting a space that
extends beyond physical reality. In contemporary technological dis-
course, the metaverse refers to an immersive, multidimensional digital
environment that integrates physical and virtual realities (Mystakidis,
2022, p. 486). Although the concept was introduced by Neal Stephenson
in Snow Crash (1992), its transformation from speculative fiction into
a subject of policy, business, and academic debate accelerated follow-
ing Meta Platforms’ strategic rebranding announcement in October
2021 (Meta, 2021a). This development marked a shift from conceptual
imagination to institutional and corporate investment, positioning the
metaverse as a potential infrastructure for future digital interaction.
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Technologically, the metaverse constitutes a persistent three-
dimensional virtual environment enabling real-time interaction
through avatars and immersive interfaces, including virtual reality
(VR), augmented reality (AR), and artificial intelligence (AI) (Rit-
terbusch & Teichmann, 2023). Its functioning depends on advanced
communication infrastructures such as 5G/6G networks, high-speed
connectivity, blockchain systems, and interoperable digital platforms
(LSE Consulting, 2024). While often used interchangeably with “im-
mersive technologies”, the latter represent a broader category en-
compassing extended reality (XR), mixed reality (MR), Al, and the
Internet of Things (IoT), all of which enhance user presence and in-
teraction within digital environments. Increasingly, the metaverse is
discussed as a core component of the anticipated Web 4.0 paradigm,
characterized by deeper integration of physical, digital, and cognitive
systems (LSE Consulting, 2024).

Beyond its technological dimension, the metaverse has evolved
into an economically significant environment with cross-sectoral ap-
plications. This transformation situates it within the analytical frame-
work of economic diplomacy, understood as a set of policies and
institutional mechanisms designed to advance national economic pri-
orities through both adaptive and proactive engagement with global
economic dynamics (LSE, 2021, p. 9). Conceptualizing the metaverse
as both an instrument and a domain of economic diplomacy reflects
its embeddedness in market processes. As Odell (2000) argues, mar-
kets are not external to economic diplomacy but constitute an endog-
enous element of its operation. Consequently, the emergence of new
digital markets necessitates corresponding adaptation of diplomatic
instruments and governance mechanisms. Innovation thus becomes
a structural component of economic diplomacy, enabling responsive-
ness to evolving international and domestic conditions and fostering
competitiveness (Czarnecka-Gallas, 2012).

The metaverse is relevant to economic diplomacy for two principal
reasons. First, it functions as a technological tool facilitating novel
forms of negotiation, promotion, and international economic engage-
ment. Second, it represents an emerging economic space in which pro-
duction, exchange, branding, and investment activities occur, thereby
requiring regulatory oversight and institutional coordination. As its
economic significance increases, the metaverse becomes not merely
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a medium of communication but a structured environment shaping
transnational economic interactions. This development underscores the
necessity of examining governance models, regulatory strategies, and
mechanisms of intergovernmental cooperation capable of balancing
innovation with systemic risk mitigation. In this context, the metaverse
should be analysed not only as a supportive instrument of economic
diplomacy but as a transformative domain influencing the architecture
of contemporary international economic relations.

Opportunities and Risks of Using the Metaverse
as a Tool of Economic Diplomacy

The metaverse demonstrates cross-sectoral applicability, which posi-
tions it simultaneously as an instrument of economic diplomacy and as
an emerging domain of economic activity subject to diplomatic engage-
ment. Its multifunctional character enables both short-term promotional
objectives and long-term strategic economic positioning. A review of
academic literature, industry reports, and institutional materials indi-
cates that immersive digital environments may enhance competitive-
ness by increasing operational efficiency, stimulating innovation, and
reducing transaction and coordination costs across multiple industries.

One of the most advanced areas of application concerns industrial
simulation and digital twin technologies. Digital replicas of produc-
tion systems enable the optimization of industrial processes prior to
physical implementation. For example, BMW employs digital twins of
manufacturing facilities via Nvidia Omniverse, General Electric applies
similar solutions to improve jet engine performance, and Amazon and
PepsiCo use virtual modelling to optimize distribution centre design.
These cases illustrate how immersive technologies can reduce opera-
tional risk, enhance productivity, and support strategic investment
decisions. Similarly, immersive collaborative platforms (e.g., Team-
flow, Gather) create interactive digital workspaces that may improve
coordination efficiency in distributed teams (World Economic Forum,
2023). In Poland, Orange Polska has developed the “Orange Business
Metaverse,” a virtual environment allowing corporate clients to ex-
plore Smart City solutions and 5G campus networks through immer-
sive simulations. Such initiatives demonstrate how metaverse-based
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platforms may function not only as promotional tools but also as envi-
ronments for co-design, technological experimentation, and Industry
4.0 collaboration (Business Insider, 2024).

Beyond industrial and administrative functions, the metaverse
constitutes an alternative communication infrastructure that com-
plements traditional diplomatic instruments. Although it does not
replace physical interaction, immersive engagement may enhance
participation, visibility, and stakeholder interaction in conferences,
trade fairs, and investment promotion events. The expansion of im-
mersive ecosystems has also generated new professional categories
that integrate digital and physical environments, including virtual
world designers, immersive experience architects, cybersecurity spe-
cialists, and digital compliance officers. Forecasts suggest that the
metaverse economy could generate substantial employment effects
in the coming decade, further reinforcing its economic relevance
(Acciona, 2025). According to Bloomberg, over 24 million jobs may
be created in the metaverse by 2030 (Acciona, 2025).

From the perspective of economic diplomacy, the metaverse con-
tributes to trade and investment promotion in both physical and
digital domains. In the physical economy, virtual trade fairs and im-
mersive “try-before-you-buy” simulations may support the interna-
tionalization of domestic enterprises and enhance export promotion
strategies. In the digital economy, immersive commerce (i-commerce)
enables transactions involving virtual goods, digital services, NFTs,
advertising spaces, and virtual real estate within platforms such as
Decentraland or Roblox. Investments in immersive hardware and
software infrastructures further integrate metaverse development
into global value chains (Riezqia, 2023).

However, the integration of the metaverse into economic diploma-
cy raises substantial legal, regulatory, and ethical challenges. Existing
international legal frameworks, including the founding Vienna Con-
vention on Diplomatic Relations (1961) and the Vienna Convention
on Consular Relations (1963), were developed in a pre-digital era and
do not explicitly address virtual diplomatic spaces. The legal status
of digital embassies remains ambiguous, including the identifica-
tion of a “host state” for diplomatic missions operating on globally
distributed digital platforms (Gupta, 2023). Competing interpreta-
tions, whether jurisdiction should depend on user nationality or
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server location, illustrate structural regulatory gaps that complicate
diplomatic immunity and accountability mechanisms.

Technological risks further complicate governance. Immersive
technologies such as AR and VR have demonstrable persuasive and
behavioural effects (Slater et al., 2020), raising concerns related to
data privacy, algorithmic bias, cognitive manipulation, and psycho-
graphic profiling (Christopoulos et al., 2021). Deepfake technologies
and identity manipulation threaten the credibility of diplomatic com-
munication, while open virtual environments may facilitate harass-
ment, misinformation, and cybercrime (Li et al., 2023; Mystakidis,
2022). Moreover, existing legal systems remain insufficiently adapted
to crimes occurring in immersive environments, generating complex
human rights and jurisdictional dilemmas (Gupta, 2023).

At the societal level, extended immersion in virtual environments
may contribute to social isolation, dependency, and adverse health
outcomes, raising questions about the long-term sustainability of
metaverse-based diplomatic engagement. These multidimensional
risks underscore the necessity of integrating systemic risk manage-
ment, regulatory coordination, and ethical oversight into any strategic
deployment of the metaverse within economic diplomacy.

Consequently, while the metaverse offers measurable advantages
in terms of competitiveness, innovation, and investment promotion,
its sustainable incorporation into economic diplomacy requires co-
herent governance frameworks capable of balancing technological
opportunity with institutional resilience and regulatory safeguards.

Table 1. SWOT Analysis of the Use of the Metaverse in Economic Diplomacy

Strengths Weaknesses
Versatile applications in sectors such as Regulatory issues and lack of uniform
manufacturing, trade, education, and standards.

investment promotion.

Innovation and reduction of operational | Risk of social isolation and addiction.
costs.

Creation of new digital professions. Inequalities in access to digital
infrastructure.

Alternative communication channels that | Weak institutional coordination.
enhance engagement.

Synergy between the public and private | Low level of awareness among
sectors. decision-makers.
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Opportunities

Threats

Development of economic diplomacy
through virtual trade fairs, digital twins
of cities, and cultural promotion.

Violations of privacy and data security.

New markets, including i-commerce, di-
gital real estate investments, and NFTs.

Fake identities, disinformation, and
trolling.

Increased competitiveness of economies.

Algorithmic bias and information
manipulation.

Enhanced economic efficiency.

Deepening social and digital inequalities.

Education and development of digital

Risk of financial fraud and cybercrime.

competencies.

Source: own work.

Cross-country analysis of Metaverse’s application
in Economic Diplomacy and Policy

The growing interest in immersive technologies as means of com-
munication or instrument of promotion and competitiveness has
led to their incorporation into national and supranational domestic
and foreign policies. The metaverse is becoming to be perceived not
only as a technological innovation but as a strategic policy domain
situated at the intersection of economic modernization, digital gover-
nance, and international positioning. Public — private synergy plays
a central role in this process, as innovation ecosystems in immersive
technologies require coordination between regulatory authorities,
technological firms, and institutional actors. In this context, states
that are lagging behind in developing coherent regulatory approaches
and holistic innovation ecosystems may draw lessons from interna-
tional experiences, also in context of integrating the metaverse into
economic and diplomatic strategies.

Comparative evidence suggests that states have adopted heteroge-
neous implementation models as far as metaverse in concerned. Early
European experiments with virtual diplomacy illustrate a primarily
symbolic and image-oriented approach. Sweden and Estonia estab-
lished virtual embassies in the Second Life platform in 2007, prior to
the current wave of metaverse-related policy debates. These initia-
tives focused on cultural promotion, public diplomacy, and techno-
logical branding rather than on delivering full diplomatic or consular
functions. Estonia additionally used its virtual presence to reinforce
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its identity as a digitally advanced state and to facilitate diplomatic
outreach in regions lacking physical representation. However, limited
user engagement and declining platform relevance constrained the
institutionalization of such initiatives. As a result, many governments
redirected digital diplomacy efforts toward more widely used social
media platforms. These cases illustrate the experimental, rather sym-
bolic and non-systemic character of early metaverse engagement.

State-led metaverse initiatives often remain fragmented and
demonstrative. Using a more modern immersive platforms as the
technology matured, Barbados and the Maldives established virtual
diplomatic presences in Decentraland and Second Life, respectively.
Again these efforts were primarily for symbolic representation and
image-building. More multifaceted approach has been demonstrated
by South Korea’s “Metaverse Seoul” project that integrates immersive
platforms into digital public service delivery, or Saudi Arabia that
incorporates metaverse applications into large-scale urban mega-
projects such as NEOM. Also, Indonesia and Vietnam have turned to
metaverse as tool of enhancing competitiveness by adopting hybrid
models combining cultural promotion, technological sector devel-
opment, and tourism branding through immersive platforms and
NFT-based initiatives. These cases illustrate varying degrees of in-
tegration between immersive technologies and public governance
structures. Nevertheless, the majority of state-led initiatives remain
limited in scope and do not substitute for traditional diplomatic func-
tions. As noted in recent scholarship, non-physical embassies cannot
fulfil core diplomatic and consular mandates, underscoring the sup-
plementary, rather than substitutive, nature of metaverse diplomacy.

On the other hand, there are initiatives illustrating the metaverse’s
potential role in addressing global challenges, including environ-
mental displacement and identity preservation. The best example
is provided by climate-vulnerable states such as Tuvalu that have
explored the metaverse as a tool of digital preservation and climate
diplomacy, creating virtual replicas of national territory to safeguard
cultural and legal heritage.

In contrast, the European Union has adopted a more institution-
alized and regulatory-oriented approach, framing “virtual worlds”
within the broader Digital Decade 2030 agenda. Rather than treating
the metaverse as a promotional instrument, the EU conceptualizes it as
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an emerging economic ecosystem requiring coordinated governance.
The launch of the Virtual and Augmented Reality Industrial Coali-
tion (2022), the European Citizens’ Panel on Virtual Worlds (2023),
and the subsequent Strategy on Web 4.0 and Virtual Worlds (July
2023) demonstrate an attempt to embed immersive technologies
within a comprehensive policy framework. This strategy emphasizes
openness, interoperability, inclusiveness, and regulatory standard-
setting, thereby aligning technological innovation with normative
and institutional objectives.

Given projections of substantial market growth in virtual worlds,
the EU strategy identifies four strategic pillars: (1) skills development
and digital literacy enhancement; (2) support for business ecosystems
through Horizon Europe partnerships and regulatory sandboxes;
(3) investment in digital twin infrastructures (e.g., Destination Earth,
CitiVerse) for governance and scientific applications; and (4) promo-
tion of global standards and participation in internet governance pro-
cesses to prevent technological monopolization. This approach reflects
a systemic governance model, prioritizing regulatory coordination,
multilevel institutional engagement, and strategic competitiveness.

The private sector, however, remains the primary driver of tech-
nological development and capital investment in immersive ecosys-
tems. Major corporations in the United States, East Asia, and Europe
are shaping platform architectures, software standards, and digi-
tal marketplaces. The metaverse economy thus reflects a structural
asymmetry between state regulatory capacity and private techno-
logical leadership. Public-private partnerships —particularly in cul-
tural preservation, education, and smart city projects —demonstrate
increasing interdependence between governmental objectives and
corporate innovation strategies.

Overall, the empirical cases reveal three distinguishable gover-
nance patterns: (1) symbolic-promotional engagement, focused on
image-building and public diplomacy; (2) pragmatic-administrative
implementation, oriented toward digital public services and pilot
projects; and (3) systemic-regulatory integration, exemplified by the
EU model, emphasizing multilevel governance, standard-setting,
and ecosystem development. These patterns differ in their degree of
institutionalization, regulatory coordination, and long-term strategic
embedding.
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Tabel 2. Comparison of selected case studies of metaverse application in eco-

nomic diplomacy

Country/ | Type of |Instrument |Economic Diplo- | Governance | Observed/Expec- | Specific Institutio-
Actor Initiative | Example macy Objective | Logic ted Effects nal Conditions
Investment pro- Increased inter- | Governmental
Virtual Embassy in . P Symbolic- national visibili- | initiative; limi-
Barbados motion; technolo- . .
embassy | Decentraland | . . -promotional | ty; reputational | ted regulatory
gical branding .
gains framework
. . National bran- . Cultural pro- .G(.)\./er.nmepta.l
. Virtual Embassy in . Symbolic- - initiative; limi-
Maldives . ding; cultural . motion; soft-po- S
embassy | Second Life di -promotional . . ted institutional
iplomacy wer signalling L
continuity
Symboh'c- Reputational
Digital-state po- “promotio- gains; Short-term Strong e-governan-
Estonia/ | Virtual Second Life Lo . nal; Expe- s ce background (esp.
sitioning; diplo- . . visibility; no lon- . .
Sweden |embassy |embassy . rimental; AP EST)/ innovation
matic outreach . . g-term institutio-
innovation- s ecosystem
. nalization
-driven
Digital Dlgl.tal state | Climate dliploma— Existential- Strengthenelzd .ch— Strong pph‘ucal
Tuvalu - replica (Futu- | cy; sovereignty . mate negotiation | leadership; techno-
twin . strategic . - .
re Now) preservation narrative logical constraints
Urban Public-service Pragmatic— | Digital service Advanced infra-
South Metaverse . . .. .
metaver- efficiency; digital | administra- | enhancement; structure; coordina-
Korea . Seoul ) - . . 1l . .
se project innovation tive pilot validation | ted implementation
Saudi Urban Neom; New Technolf)glc.al . Strategic-sta- Qlobal positio- Strong centralized
Arabia megapro- | r o ba modernization; te-led ning as innova- governance
ject diversification tion hub
—Sst:trti(ilart National tech Technological rslgiateiilgip (i)tS;IlO'
China/ & & | standards; > oBlea Strategic-sta- & & Strong industrial
Web 4.0 |. . sovereignty; indu- economy esp. . .
Japan . immersive . . te-led . policy capacity
invest- strial leadership In emerging
tech R&D
ment markets
Strategic-
Indo- Tourism Jagat Nu- Cultural export; state-led; Increased tourism Emerging digital
. & culture . Develop- Ly ecosystems; unsa-
nesia/ santara; NFT | digital economy . visibility; tech- R
. pro- AT mental-inno- . tisfactory cyber
Vietnam . initiatives growth . . -sector branding AR
motion vation-orien- security indicators
ted
Gover-
nance Web 4.0 Stra- oy . Long-term
strategy; | tegy; Desti- Competitiveness; ecosystem deve-
European | . . "9’/ Y standard set- Systemic- High multilevel go-
. digital nation Earth; | .~ lopment; regula- .
Union ? ting; ecosystem regulatory - vernance capacity
twins; regulatory buildi tory leadership;
. uilding ",
business | sandboxes competitiveness
support

Source: own work.
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To systematize these examples, a comparative analytical matrix
(Table 2) was developed, enabling structured identification of simi-
larities and divergences in national and supranational approaches to
integrating the metaverse into economic diplomacy. This analytical
framework highlights that the effectiveness of metaverse utilization
depends less on technological adoption per se and more on institu-
tional capacity, regulatory coherence, and coordinated governance
structures.

DISCUSSION

The findings of the study support conceptualization of the meta-
verse not merely as an innovative digital tool but as an emerg-
ing institutional domain within economic diplomacy. Countries
can use this technology as a platform to build their image and
national brand, promote various sectors (e.g., tourism) and indus-
tries, primarily the creative industry, but not exclusively and at-
tract investors. By integrating it with traditional tools of economic
diplomacy, which are typically focused on organizing and support-
ing activities aimed at promoting domestic enterprises and their
products and services in both bilateral and multilateral markets,
fostering the internationalization of domestic companies, initiating
or implementing projects supporting innovation, and conducting
informational activities (Molendowski, 2018), the metaverse of-
fers unique opportunities for establishing international coopera-
tion and enhancing global competitiveness. In the same time, in
line with Odell’s (2000) understanding of markets as endogenous
to diplomatic processes, immersive digital environments are not
external arenas in which diplomacy operates; rather, they increas-
ingly constitute integral components of economic interaction, value
creation, and strategic positioning. In this sense, the metaverse
reflects a structural transformation in the operational environment
of economic diplomacy.

The use of the metaverse in economic diplomacy can not only sup-
port innovation and the development of key sectors but also increase
the investment appeal of countries, strengthening their position and
enhancing competitiveness.
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Its applications include:

1.

optimization of economic processes — through digital twins,
which enable simulation and improvement of production
and logistics processes; modern work environments —
immersive platforms such as Teamflow or Gather enhance
the effectiveness of remote teams,

Digital Diplomacy and International Communication —
serving as alternative communication channel, increasing
participant engagement in meetings, conferences, and trade
shows, facilitating business interactions

Trade and investment promotion — virtual trade fairs,
immersive “try-before-you-buy” experiences, i-commerce
enable the promotion of both physical products and the
growth of the digital economy (e.g., virtual real estate sales,
NFTs, advertising in the metaverse)

Development of new professions and competencies — creation
of new roles (virtual world designers, cybersecurity specialists,
VR event organizers).

Figure 1. Model of Metaverse Utilization in Economic Diplomacy

Source: own work.

The comparative cross-country case analysis confirms, however,
that the effectiveness of metaverse utilization does not derive from
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technological adoption per se but from its institutional embeddness
within coherent regulatory, organizational, and competency-based
frameworks. This finding aligns with neo-institutional theory, which
emphasizes that technological innovation yields durable outcomes
only when supported by stable institutional arrangements and gov-
ernance capacity.

Cases such as Barbados, the Maldives and Tuvalu illustrate a sym-
bolic-promotional model of engagement, where virtual embassies
and digital replicas primarily serve visibility and branding func-
tions. While such initiatives may strengthen narrative positioning in
international discourse, they lack the regulatory and organizational
infrastructure required for long-term institutionalization and sus-
tainability. Similarly, Swedish or Estonia’s early experimentation
with virtual diplomatic presence in Second Life demonstrates inno-
vation-driven adoption without sustained regulatory consolidation,
illustrating the phenomenon of institutional misalignment between
technological novelty and governance structures. On the other hand,
South Korea’s pragmatic-administrative model shows that metaverse
adoption can enhance public service delivery when embedded within
existing digital governance capacities. Pilot-based implementation
reduces uncertainty and aligns with incremental institutional ad-
aptation, a mechanism frequently observed in technology-driven
policy domains.

In contrast to cited state-led strategies and initiatives, the European
Union’s approach reflects what institutional theory would describe as
a systemic governance model. Through the Strategy on Web 4.0 and
Virtual Worlds, regulatory sandboxes, skills development initiatives,
and digital twin investments (e.g., Destination Earth), the EU em-
beds immersive technologies within a structured policy ecosystem,
integrating the metaverse into broader competitiveness and digital
sovereignty strategies. The EU’s emphasis on interoperability, regula-
tory coordination, and multilevel governance supports the argument
that long-term effectiveness requires institutional coherence rather
than isolated experimentation. It focuses on creating and sustaining
the proper conditions for public but mainly private actors to operate
and develop metaverse-related projects.

The metaverse technology, although neutral, carries numerous
risks that may impact the effectiveness of economic diplomacy.
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The most significant threats include mass collection of personal data,
abuse and fraud in the digital space, fake identities and avatars, sys-
temic security breaches, artificial intelligence algorithm bias, as well
as manipulation by bots and trolls (Riezqia, 2024, pp. 2852-2853).
Additionally, the metaverse may enhance social inequalities, foster
social isolation, and negatively affect users” mental and physical
health. Riezqgia highlights that such innovations may deepen the di-
vide between developed and developing countries, especially where
access to necessary infrastructure remains limited (Riezqia, 2024).
Furthermore, the development of blockchain technologies and digital
currencies poses threats related to financial fraud, cybersecurity, and
vulnerability to speculation (Brol, 2023). The analysis further con-
firms the second thesis: the metaverse generates systemic risks that
transcend sectoral boundaries and require coordinated multilevel
governance. Risks associated with data extraction, algorithmic bias,
cybersecurity vulnerabilities, financial speculation (Brol, 2023), and
identity manipulation demonstrate the interconnectedness of digital
infrastructures and diplomatic credibility.

Therefore, a comprehensive and multi-level approach to meta-
verse governance is important, especially in the context of economic
diplomacy. Beyond the technical issues that must be resolved for
the metaverse to function as an accessible tool, political aspects are
equally crucial. These include the creation of a sustainable regulatory
environment, the development of universally accepted standards,
international cooperation, and social aspects such as counteracting
digital exclusion, abuse, and manipulation. Governance of the meta-
verse should also be based on building digital competencies among
key stakeholders and promoting civic education. In this context, it
is worth considering the issue of metaverse governance through the
lens of systemic risk management, which involves identifying, as-
sessing, and managing risk as part of an organization’s business
strategy, including taking swift action when risks materialize (Frigo
& Anderson, 2011, p. 83).

A lack of awareness among decision-makers about the poten-
tial and risks associated with the metaverse, as well as poor inter-
institutional coordination, are key barriers to effectively utilizing
this technology. Meanwhile, the development of strategic processes
and risk management capabilities can provide a strong foundation
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for improving risk governance and institutional order (Frigo & An-
derson, 2011).

At the national level, a common problem identified in the litera-
ture is the lack of cooperation between ministries and institutions,
preventing a cohesive approach to metaverse governance. On the in-
ternational level, insufficient engagement in global initiatives, such as
the “Metaverse Standards Forum” consortium, hinders the develop-
ment of interoperable standards and regulatory frameworks (Riezqia,
2024). Moreover, political will, essential for ensuring sustainable
funding and strategy implementation, remains a critical factor for
success in this domain (Riezqia, 2024, after Harkomoyo, 2023). It is
also vital in the context of sensitive data protection.

Legal regulations and risk management remain key issues. There
is ongoing debate about the possibility of extending existing legal
frameworks to the metaverse environment (Kalpokas & Kalpokiené,
2023). Examples of technologies requiring regulation include aug-
mented reality (AR), virtual reality (VR), 3D content creation tools,
physical simulations, and solutions supporting social interactions
and servicing millions of users simultaneously (Flores-Galea, 2023).
On the other hand, the metaverse is subject to the specific nature of
technology markets. As Szpringer notes, due to excessive expecta-
tions associated with new technologies, there is often a tendency to
underestimate risks and overestimate opportunities, which, from
a regulatory perspective, reinforces the need for a holistic and sys-
temic view of conflicts and synergies between norms from different
legal subsystems (Szpringer, 2024, pp. 7-21).

In the context of using the metaverse in economic diplomacy and
diplomacy in general, regulations under international diplomatic
and consular law are critically important. These include defining
the “territory of the receiving state,” the status and location of dip-
lomatic missions in the metaverse, the obligations of host states, and
the protection of diplomats” and consuls’ rights in the metaverse.
These tasks are made more complex by the absence of physical spaces
that could be protected like diplomatic buildings, potentially lim-
iting the enforcement of immunities and the application of rules
against the misuse of diplomatic and consular missions (Gupta, 2023).
Equally important are issues concerning human rights protection and
managing international law violations in the metaverse, including
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developing new mechanisms to enforce international law and protect
individuals from abuse in this new environment.

Therefore, a model for using the metaverse in economic diplo-
macy — one that fully harnesses key benefits such as process optimi-
zation, digital diplomacy, international communication, trade and
investment, and the development of new skills and professions —
must include the essential role of the state and its institutions. This
is particularly true in terms of regulation, support for key areas,
technological adaptation, and education, which plays a crucial role
not only in developing digital competencies but also in combating
disinformation and increasing societal resilience to threats in the
world of immersive technologies. Managing the metaverse in the
context of economic diplomacy requires a strategic approach that
includes the development of digital competencies, coordination of
actions at both national and international levels, and effective risk
management. Building a sustainable ecosystem based on shared stan-
dards and regulations is crucial to avoiding disinformation, cyber
threats, and other negative consequences. Political will and active
participation in global initiatives are the foundation for effective
metaverse governance and its use in economic diplomacy.

It is also important to integrate systemic and strategic risk man-
agement into the operating model of economic diplomacy utilizing
the metaverse. To this end, the Kaplan-Norton model (2008) can
be employed, emphasizing six key elements: a) Strategy develop-
ment — identifying risks related to the metaverse (e.g. cybersecu-
rity, regulation, platform stability) as an integral part of the stra-
tegic analysis of economic diplomacy; b) Translating strategy into
action — developing a risk map, objectives, measures, and indicators
that account for risks arising from, for instance, immersive com-
merce (i-commerce), digital investments, or identity theft, as well as
risk scoreboards; c) Organizational alignment — which may involve
creating a cooperation platform between economic diplomacy in-
stitutions (or even specific internal units) and digital risk, block-
chain, and international law experts; d) Operational planning — in-
corporating risk monitoring mechanisms within specific activities
in the metaverse, such as virtual trade fairs and investment plat-
forms, using tools like risk dashboards; e) Monitoring and analysis
by conducting regular reviews of risks associated with the use of
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the metaverse in diplomacy, including through crisis simulations
and early warning systems; f) Testing and adaptation, that means
ongoing evaluation of emerging risks, such as regulatory changes
or new technologies, to adjust the risk management strategy to the
dynamic metaverse ecosystem.

Such an approach reflects what institutional theory identifies as
dynamic capability, the ability of organizations to reconfigure re-
sources and competencies in response to environmental transforma-
tion. Without this adaptive capacity, metaverse initiatives remain
symbolic and vulnerable to systemic disruption.

CONCLUSIONS

The article demonstrates that the metaverse functions simultaneously
as: an instrument of economic diplomacy, an ecosystem embedded
within global value chains, and an institutional domain requiring
governance and regulatory coordination. It constitutes an emerg-
ing domain of economic diplomacy whose effectiveness depends on
states’ ability to integrate technological innovation with risk manage-
ment, regulatory frameworks, and competence development. The
article confirms the validity of the thesis that the metaverse should
not be regarded merely as a new tool of economic diplomacy (often
reduced to its communicative dimension), but rather as a distinct
sphere of economic and regulatory activity which, under specific
institutional, competency-based, and legal conditions, can enhance
the effectiveness of states” economic diplomacy as part of a broader
economic and institutional ecosystem.

The development of artificial intelligence and metaverse-related
technologies gives it the potential to become a significant instru-
ment supporting economic diplomacy by enabling the international
promotion of various economic sectors. Governments may use this
technology as a platform for building national image and branding,
promoting specific sectors (e.g., tourism) and industries, particularly
the creative industries, and attracting investors. When integrated with
traditional instruments of economic diplomacy, the metaverse offers
new opportunities for establishing international cooperation and en-
hancing national/regional competitiveness. This applies to multiple

401



402

MarTta CZARNECKA-GALLAS

areas of economic diplomacy, ranging from information activities
and the organization and support of initiatives promoting domestic
enterprises and their products and services in bilateral and multi-
lateral markets, to initiating and implementing projects that foster
innovation and broader strategic economic development objectives.

Within economic diplomacy, the metaverse may play a significant
role in enhancing economic efficiency by supporting innovation, cost
optimization, and the development of new forms of cooperation, there-
by strengthening long-term competitiveness and economic growth.
Achieving these objectives requires the implementation of a strategic
and systematic approach to metaverse governance at both the inter-
national level (based on sustainable development and multilateral
initiatives) and the national level. This includes the development of
regulations and strategies that account for the specific nature of this
technology, particularly with regard to security, algorithmic bias risks,
and privacy protection, as well as the development of diplomats” com-
petencies in the digital economy and the metaverse itself. However, as
demonstrated by selected case studies national economies often adopt
a relatively superficial approach to the use of the metaverse, focusing
primarily on image-building aspects. The absence of structured en-
gagement in global initiatives, such as the Metaverse Standards Forum,
further illustrates fragmented governance. Institutional fragmentation
increases systemic exposure and weakens collective resilience.

The analysis presented in the article indicates that the effective-
ness of implementation depends on institutional capacity and regu-
latory frameworks. Ultimately, technological innovation does not
automatically produce competitiveness gains. Institutional capacity,
regulatory coherence, political will, and coordinated governance de-
termine whether immersive technologies become drivers of sustain-
able development or sources of systemic vulnerability. Therefore, the
strategic challenge for states lies not in adopting the metaverse as an
isolated innovation, but in embedding it within stable institutional
architectures that balance innovation with resilience. Only under such
conditions can the metaverse contribute to long-term competitiveness
and effective economic diplomacy.

The findings highlight the need for further research on indicators
measuring the effectiveness of diplomatic activities conducted in the
metaverse, as well as on mechanisms of international cooperation
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in this field. Beyond assessing benefits and costs, opportunities and
threats, future research should also examine the readiness of the pub-
lic sector, and especially diplomatic personnel, to adopt a systemic
and holistic approach to the use of the metaverse.
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