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SMART CONTRACTS AND ARTIFICIAL INTELLIGENCE IN 

COMMERCIAL LAW: AN ANALYTICAL STUDY OF 

EMERGING LEGAL CHALLENGES 

Apeksha Sunil Raut1 

I. ABSTRACT

Technological advancement has significantly transformed commercial transactions through 

the emergence of smart contracts, blockchain-based systems, and Artificial Intelligence (AI). 

Smart contracts operate through self-executing code deployed on blockchain platforms and 

automatically perform contractual obligations upon the fulfilment of pre-determined 

conditions. AI, on the other hand, enhances commercial activity through predictive analysis, 

automated decision-making, fraud detection, contract management, risk assessment, and data-

driven business processes. These technologies have improved speed, transparency, accuracy, 

and efficiency in commercial dealings. However, their growing use also creates important legal 

challenges concerning enforceability, consent, liability, jurisdiction, consumer protection, 

cybersecurity, data privacy, and algorithmic accountability. This paper critically examines the 

legal implications of smart contracts and AI in commercial law with special reference to India 

and selected comparative jurisdictions, including the United States, the European Union, the 

United Kingdom, and Singapore. It analyses the applicability of the Indian Contract Act, 1872, 

the Information Technology Act, 2000, and the Bharatiya Sakshya Adhiniyam, 2023 to 

electronic contracts, digital records, and automated commercial transactions. It also considers 

recent international and domestic developments, including Regulation (EU) 2024/1689, 

commonly known as the EU Artificial Intelligence Act, India’s AI Governance Guidelines, and 

the RBI’s FREE-AI framework. The paper finds that existing Indian laws provide partial 

recognition to electronic contracts and digital records but do not comprehensively address 

decentralised execution, coding errors, autonomous decision-making, algorithmic opacity, or 

cross-border dispute resolution. It recommends a technology-neutral statutory framework, 

sector-specific AI governance standards, stronger cybersecurity and data-protection 

1  B.Sc.(Micro), LL.B,LL.M,Ph.D. Scholar, Adv. Ramkrishnaji Rathi Law College, Washim, Sant Gadge 
Baba Amravati University, Maharashtra (India).Email: apekshashardasunilraut@gmail.com  



581                   LawFoyer International Journal of Doctrinal Legal Research             [Vol. IV, Special Issue I] 

© 2026. LawFoyer International Journal of Doctrinal Legal Research                     (ISSN: 2583-7753) 

safeguards, and specialised online dispute-resolution mechanisms to ensure legal certainty, 

accountability, consumer protection, and responsible technological innovation in commercial 

law. 

II. KEYWORDS 

Smart Contracts; Artificial Intelligence; Commercial Law; Blockchain; Data Protection. 

III. INTRODUCTION 

The digital economy has fundamentally transformed the structure of commercial 

transactions across the world. The integration of blockchain technology and Artificial 

Intelligence (AI) into business operations has created a new era of automated 

commerce. Smart contracts and AI systems are increasingly used in banking, 

insurance, e-commerce, international trade, and financial services to improve 

efficiency and reduce operational costs. These technologies have altered the 

traditional understanding of contractual relationships and commercial regulation. 

Smart contracts are self-executing agreements coded on blockchain platforms that 

automatically perform contractual obligations upon the fulfillment of predetermined 

conditions.2 Unlike conventional contracts, smart contracts minimize the need for 

intermediaries and rely upon decentralized digital systems. Artificial Intelligence 

refers to computer systems capable of performing tasks that generally require human 

intelligence, including prediction, analysis, and automated decision-making.3 The 

combination of AI and blockchain technology has significantly expanded the 

possibilities of digital commerce. 

Despite their advantages, these technologies present serious legal challenges. Existing 

commercial laws are primarily based on human consent, intention, and accountability. 

Automated transactions generated through coded instructions and algorithmic 

systems raise questions concerning enforceability, liability, privacy, jurisdiction, and 

dispute resolution. In India, there is no comprehensive legislation specifically 

regulating smart contracts or AI-driven commercial activities. Consequently, legal 

 
2 Nick Szabo, Smart Contracts: Building Blocks for Digital Markets, 18 EXTROPY 2, 2–3 (1996). 
3 STUART RUSSELL & PETER NORVIG, ARTIFICIAL INTELLIGENCE: A MODERN APPROACH 1–5 
(3d ed. 2010). 
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uncertainty remains regarding the application of traditional contract law principles to 

automated transactions. 

This paper examines the legal implications of smart contracts and AI in commercial 

law through doctrinal analysis. It critically evaluates the Indian legal framework, 

comparative international developments, and the need for regulatory reforms. 

A. Research Objectives 

The present study is guided by the following research objectives: 

1. To examine the concept, nature, and commercial significance of smart 

contracts and Artificial Intelligence in modern business transactions. 

2. To analyse the applicability of the Indian Contract Act, 1872 and the 

Information Technology Act, 2000 to automated digital agreements and 

electronic commercial transactions. 

3. To evaluate the evidentiary relevance of electronic records and blockchain-

generated data under the Bharatiya Sakshya Adhiniyam, 2023. 

4. To compare India’s legal position with selected international regulatory 

approaches adopted in the United States, European Union, United 

Kingdom, and Singapore. 

5. To identify gaps in the present Indian legal framework and suggest reforms 

relating to enforceability, liability, cybersecurity, data protection, 

jurisdiction, and AI accountability. 

B. Research Questions 

The present study seeks to answer the following research questions: 

1. Whether the existing Indian legal framework, particularly the Indian 

Contract Act, 1872, the Information Technology Act, 2000, and the Bharatiya 

Sakshya Adhiniyam, 2023, can adequately accommodate smart contracts 

and blockchain-based commercial transactions? 

2. How can traditional principles of offer, acceptance, consent, consideration, 

enforceability, and intention to create legal relations be applied to 

automated digital agreements? 
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3. What liability framework should apply where loss or harm arises from 

coding errors, system failures, or AI-driven commercial decision-making? 

4. What legal and regulatory reforms are required in India to address 

jurisdictional uncertainty, cybersecurity risks, data protection concerns, and 

algorithmic accountability in smart contracts and AI-based commercial 

systems? 

C. Research Methodology 

This paper adopts a doctrinal and analytical research methodology. It is based on the 

examination of primary and secondary legal sources relevant to smart contracts, 

Artificial Intelligence, and commercial law. The primary sources include statutory 

provisions, judicial decisions, and regulatory instruments, particularly the Indian 

Contract Act, 1872, the Information Technology Act, 2000, the Bharatiya Sakshya 

Adhiniyam, 2023, and selected international regulatory developments relating to 

blockchain technology and AI governance. The secondary sources include books, 

journal articles, policy materials, institutional reports, and academic commentary on 

digital contracts, AI accountability, data protection, and commercial regulation. 

The scope of the study is primarily confined to the Indian legal framework, with 

comparative reference to the United States, European Union, United Kingdom, and 

Singapore. The study does not undertake empirical fieldwork or technical coding 

analysis of smart contracts. Its focus is limited to the legal enforceability, regulatory 

challenges, liability concerns, evidentiary issues, and reform requirements arising 

from the use of smart contracts and AI in commercial transactions. 

IV. CONCEPT AND NATURE OF SMART CONTRACTS 

Smart contracts are digital agreements that operate automatically through computer 

programming. The idea of smart contracts was initially proposed by Nick Szabo. In 

these contracts, the terms and conditions are written in computer code and stored on 

blockchain technology. Blockchain is a secure digital system that records transactions 

permanently across multiple computers, making the system decentralized and 

reliable. 



584                   LawFoyer International Journal of Doctrinal Legal Research             [Vol. IV, Special Issue I] 

© 2026. LawFoyer International Journal of Doctrinal Legal Research                     (ISSN: 2583-7753) 

Once the conditions mentioned in the contract are fulfilled, the smart contract 

automatically performs the agreed actions without requiring human involvement or 

intermediaries such as banks or lawyers. This helps save time, reduce costs, and 

increase efficiency in commercial transactions. 

Smart contracts have several important features. They are automated, transparent, 

secure, and difficult to alter once recorded on the blockchain. All parties can verify the 

transaction details, which increases trust and accountability. They also provide speed, 

accuracy, and reliability in commercial activities. Due to these advantages, smart 

contracts are increasingly used in banking, insurance, e-commerce, and other business 

sectors. 

V. ARTIFICIAL INTELLIGENCE IN COMMERCIAL LAW 

Artificial Intelligence (AI) has become an important part of modern commercial 

activities. Many businesses and commercial enterprises currently utilize AI systems 

to enhance operational efficiency, minimize costs, and support effective decision-

making.AI helps companies in areas such as contract management, fraud detection, 

customer analysis, and business planning. It can process large amounts of information 

quickly and accurately, which saves both time and human effort. In comparison with 

conventional methods, AI systems can process and evaluate commercial data more 

efficiently while delivering quicker outcomes. 

AI is widely used in banking and financial services for online transactions, loan 

approvals, and fraud prevention. In the insurance sector, AI helps in assessing risks 

and processing claims. Many companies also use AI-powered customer support 

systems, such as chatbots, to provide quick responses to consumers. AI is further used 

in supply chain management to track goods and improve delivery systems. Businesses 

also rely on AI for predictive analysis to understand market trends and consumer 

behavior. 

In commercial law, AI plays an important role in drafting, reviewing, and executing 

contracts. AI systems can examine legal documents, identify risks, and monitor 

compliance with contractual terms. However, the increasing use of AI also raises 
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concerns regarding transparency, accountability, and the fairness of automated 

decision-making systems. 

VI. LEGAL VALIDITY OF SMART CONTRACTS 

Traditional contract law is based on certain essential elements such as offer, 

acceptance, lawful consideration, free consent, and an intention to create legal 

relations. Smart contracts try to fulfill these legal requirements through electronic and 

digital methods. In smart contracts, acceptance usually takes place through blockchain 

verification and coded digital consent instead of physical signatures or written 

agreements. The terms and conditions of the contract are written in computer code, 

and the contract automatically performs its functions when the required conditions 

are fulfilled. 

However, the use of smart contracts creates several legal concerns. One major issue is 

whether all parties properly understand the technical programming language used in 

these contracts. Many people may agree to the contract without fully understanding 

how the coded system works. This creates doubts regarding genuine consent and 

awareness. 

Another important concern relates to enforceability. Although smart contracts may 

technically execute contractual obligations, their legal validity is still uncertain in 

many countries. Problems such as coding mistakes, software defects, hacking, or 

system failures may cause incorrect or unintended execution of the contract. In 

addition, smart contracts are usually irreversible once executed on the blockchain. 

Therefore, modifying or canceling the contract becomes difficult even in situations 

involving fraud, mistake, or unfair conduct. 

VII. INDIAN LEGAL FRAMEWORK 

India does not yet have a binding and comprehensive statute specifically regulating 

smart contracts or AI-driven commercial transactions. However, the Indian regulatory 

landscape can no longer be described as a complete vacuum. Existing statutes such as 

the Indian Contract Act, 1872, the Information Technology Act, 2000, the Bharatiya 

Sakshya Adhiniyam, 2023, and the Digital Personal Data Protection Act, 2023 provide 

partial legal support for electronic contracts, digital records, electronic evidence, and 
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personal-data processing. In addition, recent AI-governance developments indicate 

that India is gradually moving from general digital regulation toward a more 

structured AI policy framework. Therefore, the need for comprehensive legislation 

should be understood as a requirement to build upon and convert the emerging soft-

law and sectoral framework into clearer binding legal standards. 

1. Indian Contract Act, 1872: The Indian Contract Act, 1872 lays down the 

essential elements of a valid contract, including offer, acceptance, free consent, 

lawful consideration, and intention to create legal relations. Although the Act 

was enacted before the development of digital technology, its provisions can 

still apply to electronic contracts and smart contracts if all the necessary legal 

requirements are fulfilled. 

2. Information Technology Act, 2000: The Information Technology Act, 2000 

provides legal recognition to electronic records and digital signatures. Sections 

4 and 10A of the Act recognize electronic contracts and digital communication, 

which indirectly supports the validity and enforceability of smart contracts in 

India. The Act plays an important role in regulating electronic commerce and 

online transactions. 

3. Bharatiya Sakshya Adhiniyam, 2023: The discussion on electronic evidence 

requires statutory updating because the Indian Evidence Act, 1872 has been 

replaced by the Bharatiya Sakshya Adhiniyam, 2023, which came into force on 

1 July 2024. Under the new framework, electronic and digital records are 

expressly recognised as documents, and their contents may be proved in 

accordance with Section 63 of the Bharatiya Sakshya Adhiniyam, 2023. Section 

63 substantially retains the evidentiary logic of the former Sections 65A and 65B 

of the Indian Evidence Act, 1872 by requiring satisfaction of statutory 

conditions before electronic records can be admitted without production of the 

original. However, the new provision is more technologically updated in its 

language, as it refers not only to computers but also to communication devices, 

computer systems, computer networks, computer resources, intermediaries, 

and electronic or digital forms of storage. It also requires a certificate to 

accompany the electronic record whenever such record is submitted for 
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admission. This certification requirement is particularly important for 

blockchain-generated records and smart-contract logs, because the party 

relying on such evidence must identify the electronic record, describe the 

manner of its production, provide particulars of the device or system involved, 

and address the integrity and reliability of the record. Thus, while blockchain 

records may support evidentiary reliability because of their immutability and 

traceability, their admissibility in Indian courts will still depend upon 

compliance with the requirements of the Bharatiya Sakshya Adhiniyam, 2023. 

4. Judicial Developments: Indian courts have also recognized the validity of 

electronic agreements. In Trimex International FZE Ltd. Dubai v. Vedanta 

Aluminum Ltd., the Supreme Court held that contracts formed through 

electronic communication are legally enforceable if the intention to create 

contractual relations is clearly established. However, Indian law specifically 

dealing with blockchain-based smart contracts and AI systems is still in the 

developmental stage. 

VIII. INTERNATIONAL PERSPECTIVE 

A. United States 

The United States follows a technology-neutral and state-driven approach toward 

smart contracts and blockchain transactions. Several states, including Arizona and 

Tennessee, have expressly recognised blockchain records, electronic signatures, and 

smart contracts within their statutory frameworks. This approach supports 

commercial innovation by clarifying that contracts are not invalid merely because they 

are created, stored, or executed through blockchain technology. However, the 

American model remains fragmented because recognition differs from state to state. 

In commercial practice, this creates uncertainty in cross-border and inter-state digital 

transactions, particularly where questions of applicable law, consumer protection, 

and liability for coding errors arise. 

B. European Union 

The European Union has adopted a more comprehensive regulatory model, 

particularly through Regulation (EU) 2024/1689, commonly known as the EU 
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Artificial Intelligence Act. The EU approach is based on risk classification, 

transparency, accountability, and regulatory supervision of high-risk AI systems. This 

model is significant for commercial law because AI systems are increasingly used in 

credit scoring, insurance, consumer profiling, fraud detection, and automated contract 

management. The EU framework demonstrates that AI regulation must not be limited 

to innovation policy; it must also include safeguards against opacity, bias, 

discrimination, and lack of human oversight. 

C. United Kingdom 

The United Kingdom has adopted a pragmatic common-law approach by recognising 

that smart contracts may be capable of legal enforcement under existing principles of 

English contract law. The UK position is important because it shows that traditional 

doctrines of offer, acceptance, consideration, and intention to create legal relations can 

be applied to digital and automated agreements, provided that the legal requirements 

are satisfied. The UK has also recognised crypto-assets as property in appropriate 

circumstances, which assists in granting legal remedies in disputes involving 

blockchain-based transactions and digital assets. 

D. Singapore 

Singapore has adopted an innovation-friendly regulatory approach toward 

blockchain technology, digital finance, and AI governance. Its framework emphasises 

responsible innovation, financial-sector supervision, regulatory sandboxes, and 

practical governance tools. Singapore’s model is relevant for India because it 

demonstrates how commercial innovation can be encouraged while maintaining 

regulatory control over financial stability, cybersecurity, consumer protection, and 

technological risk. A similar balanced approach may assist India in promoting digital 

commerce without compromising legal certainty and accountability. 

IX. LEGAL CHALLENGES IN SMART CONTRACTS AND AI 

The increasing use of smart contracts and Artificial Intelligence (AI) in commercial 

transactions has created many legal and practical challenges. Although these 

technologies provide speed, efficiency, and automation, they also raise serious 
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concerns relating to jurisdiction, liability, cybersecurity, privacy, and ethics. Existing 

legal systems often face difficulties in regulating these advanced digital technologies. 

1. Jurisdictional Problems: One major challenge in smart contracts is 

determining the proper jurisdiction and applicable law. Blockchain 

transactions take place on decentralized digital networks that operate across 

different countries. Since there is no single physical location for these 

transactions, it becomes difficult to decide which country’s laws will apply in 

case of a dispute. Cross-border commercial transactions involving smart 

contracts may create conflicts between different legal systems. Courts may also 

face difficulties in identifying the appropriate forum for resolving disputes 

arising from blockchain-based agreements. 

2. Liability and Accountability: Another important issue is determining liability 

when errors occur in AI systems or smart contracts. Problems may arise due 

to faulty coding, software defects, or incorrect decisions made by AI systems. 

In such situations, it becomes difficult to identify who should be legally 

responsible. Liability may involve software developers, business operators, 

platform owners, or users of the technology. Since AI systems can operate 

automatically without direct human involvement, traditional legal principles 

relating to accountability may not always provide clear solutions. 

3. Cybersecurity Risks: Smart contracts and AI systems are also exposed to 

cybersecurity threats. Hackers may attempt to gain unauthorized access to 

blockchain networks or digital commercial systems. Cyberattacks, malware, 

and online fraud may lead to financial losses and misuse of confidential 

information. Weak security systems can affect trust in digital commerce and 

create risks for businesses and consumers. Therefore, strong cybersecurity 

protection is necessary for safe commercial transactions. 

4. Data Privacy Concerns: AI systems usually process large volumes of personal, 

financial, behavioural, and commercial data. In India, such processing must 

now be examined with reference to the Digital Personal Data Protection Act, 

2023, which establishes a statutory framework for the protection of digital 

personal data. The Act is particularly relevant to AI-driven commercial 
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systems because businesses collecting or using personal data may qualify as 

“Data Fiduciaries” and must process such data only for lawful purposes, 

generally on the basis of clear and informed consent or other recognised legal 

grounds. The consent-based framework requires that individuals, referred to 

as “Data Principals,” should be informed about the purpose for which their 

data is collected and should have meaningful control over such processing. 

The Digital Personal Data Protection Rules, 2025, notified in November 2025, 

further operationalise this framework by requiring clear consent notices, 

contact information for data-related queries, and phased compliance 

obligations for Data Fiduciaries. These requirements are important in AI-based 

commercial activities such as credit assessment, insurance profiling, targeted 

advertising, fraud detection, and automated customer evaluation, where 

personal data may be processed at scale. They are also relevant to smart-

contract systems where transaction records, wallet-linked identifiers, or 

commercially sensitive information may be stored or processed through 

digital platforms. Accordingly, businesses deploying AI or smart-contract 

technologies must adopt privacy-by-design practices, data-minimisation 

standards, secure processing systems, consent-management mechanisms, and 

grievance-redressal procedures. Failure to maintain proper data protection 

safeguards may result in misuse of personal data, breach of privacy, 

commercial confidentiality risks, consumer harm, and regulatory liability. 

Therefore, data protection must be treated as a central component of legal 

compliance in AI-driven commercial law. 

5. Ethical Issues: The use of AI in commercial activities also creates ethical 

concerns. AI systems may produce unfair or biased decisions if they are 

trained using inaccurate or discriminatory data. In some cases, automated 

systems may discriminate against certain individuals or groups. Another 

major issue is the lack of transparency in AI decision-making. Many AI 

systems function as “black boxes,” where users cannot fully understand how 

decisions are made. This lack of explainability affects fairness, accountability, 

and public trust in AI technologies. 
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6. Consumer Protection Concerns: The use of smart contracts and Artificial 

Intelligence in commercial transactions also raises significant consumer-

protection concerns. Automated platforms, AI-based recommendation 

systems, algorithmic pricing, digital standard-form contracts, chatbots, and 

smart-contract execution mechanisms may affect consumers without 

meaningful negotiation or human intervention. In such transactions, 

consumers may not fully understand the coded terms, automated 

consequences, data-use practices, or dispute-resolution limitations embedded 

in digital systems. This creates risks of unfair contract terms, misleading 

representations, wrongful automated decisions, denial of refunds, defective 

digital services, discriminatory pricing, and difficulty in obtaining remedies 

after automatic execution. In India, these issues must be examined with 

reference to the Consumer Protection Act, 2019, which provides remedies 

against unfair trade practices, misleading advertisements, defective goods, 

deficiency in services, and product liability. The Act is relevant to AI-driven 

and smart-contract-based commercial transactions because liability may arise 

where automated systems cause consumer harm through defective digital 

services, misleading online interfaces, unsafe products, or unfair commercial 

practices. Its product-liability framework may also become important where 

AI-enabled products, digital devices, or automated commercial systems cause 

loss to consumers due to defects in design, manufacture, service, or 

instructions. The Act further empowers regulatory intervention against unfair 

trade practices in e-commerce and direct selling. The Consumer Protection (E-

Commerce) Rules, 2020 are also directly relevant because they regulate digital 

and electronic platforms engaged in online commercial transactions. These 

Rules impose duties on e-commerce entities, including disclosure obligations, 

grievance-redressal requirements, refund-related responsibilities, and 

restrictions against unfair trade practices. They apply not only to entities 

established in India but also to certain foreign e-commerce entities 

systematically offering goods or services to consumers in India. This is 

important for smart-contract and AI-based commerce because digital 

platforms may operate across jurisdictions while affecting Indian consumers. 
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Accordingly, businesses deploying AI systems or smart-contract platforms in 

consumer-facing markets should ensure transparency of terms, clear disclosure of 

automated decision-making, accessible grievance-redressal mechanisms, fair refund 

and cancellation processes, and safeguards against algorithmic discrimination. 

Consumer protection must therefore be treated as an essential component of the legal 

framework governing smart contracts and AI in commercial law. 

X. ANALYTICAL FINDINGS AND SUGGESTIONS 

1. Judicial Recognition in India: Indian courts have gradually recognized the 

validity of electronic agreements and digital transactions. Existing laws such as 

the Information Technology Act, 2000 and the Indian Contract Act, 1872 

indirectly support electronic contracts if essential contractual elements are 

fulfilled. In Trimex International FZE Ltd. Dubai v. Vedanta Aluminum Ltd., 

the Supreme Court accepted that contracts formed through electronic 

communication are legally enforceable. This shows that Indian courts are 

willing to adapt traditional legal principles to technological developments. 

However, judicial recognition specifically relating to blockchain-based smart 

contracts and AI-driven transactions is still limited in India. 

2. Challenges in India: India faces several legal and practical challenges in 

regulating smart contracts and Artificial Intelligence. One major issue is the 

absence of a specific legal framework governing blockchain technology and AI-

based commercial systems. Existing laws were primarily designed for 

traditional transactions and may not fully address automated digital 

agreements. Jurisdictional uncertainty also creates difficulties because 

blockchain transactions often operate across different countries. Determining 

liability for coding errors, AI-generated decisions, or system failures remains 

legally complex. In addition, cybersecurity threats, online fraud, and misuse of 

personal data create serious concerns regarding consumer protection and 

privacy. Lack of technical awareness and regulatory infrastructure further 

affects effective implementation. 

3. Legal Reforms and Recommendations: The rapid growth of smart contracts, 

blockchain technology, and Artificial Intelligence (AI) in commercial 
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transactions has created the need for strong legal and regulatory reforms. 

Existing laws in India are not fully capable of addressing issues relating to 

automated contracts, digital liability, cybersecurity, and AI-based decision-

making. Therefore, proper legal reforms and policy measures are necessary to 

ensure safe, transparent, and accountable use of these technologies in 

commercial activities. 

• Comprehensive Legislation: India should introduce separate and 

comprehensive legislation specifically regulating smart contracts, 

blockchain technology, and AI-driven commercial systems. Clear legal 

recognition will reduce uncertainty and improve business confidence. 

• Strong Regulatory Framework: The government should establish 

specialized regulatory authorities to supervise AI systems, blockchain 

platforms, and digital commercial activities. Proper monitoring will help 

ensure compliance with legal and ethical standards. 

• Online Dispute Resolution Mechanisms: Specialized Online Dispute 

Resolution (ODR) systems should be developed to resolve digital 

commercial disputes quickly and efficiently. This will reduce delays and 

litigation costs. 

• Cybersecurity and Data Protection: Commercial institutions should adopt 

strong cybersecurity measures and proper data protection systems to 

prevent hacking, cyber fraud, and misuse of confidential information. 

• Ethical and Transparent AI Governance: AI systems should function in a 

fair, transparent, and accountable manner. The government should 

encourage ethical AI practices and ensure that automated decisions do not 

create discrimination or unfair treatment. 

4. Strengthening Implementation and Accountability: Effective implementation 

requires strong regulatory supervision and accountability mechanisms. India 

should establish specialized regulatory authorities to monitor AI-based 

commercial activities and blockchain platforms. Businesses using AI systems 

should ensure transparency, fairness, and explainability in automated 

decision-making. Strong cybersecurity systems must be adopted to protect 

commercial transactions and confidential data from cyberattacks and fraud. 



594                   LawFoyer International Journal of Doctrinal Legal Research             [Vol. IV, Special Issue I] 

© 2026. LawFoyer International Journal of Doctrinal Legal Research                     (ISSN: 2583-7753) 

Consumer protection measures should also be strengthened to safeguard 

individuals from algorithmic discrimination and misuse of digital information. 

Proper accountability mechanisms for developers, operators, and commercial 

institutions are necessary to ensure responsible use of emerging technologies 

in commerce. 

XI. CONCLUSION 

Smart contracts and Artificial Intelligence (AI) have brought major changes to modern 

commercial law and business transactions. These technologies help businesses 

perform transactions more quickly, accurately, and efficiently. Smart contracts reduce 

the need for intermediaries such as banks, brokers, and agents because contractual 

obligations can be executed automatically through blockchain technology. Similarly, 

AI systems assist businesses in decision-making, fraud detection, contract 

management, and data analysis. As a result, commercial transactions have become 

faster, more transparent, and cost-effective. 

However, the growing use of smart contracts and AI also creates several legal and 

practical challenges. Traditional contract laws were mainly designed for agreements 

made and controlled by human beings. Automated digital systems and AI-driven 

transactions often create uncertainty regarding consent, liability, enforceability, 

jurisdiction, and dispute resolution. Existing legal frameworks in countries such as 

India are still developing and are not fully prepared to regulate these advanced 

technologies effectively. 

Issues relating to cybersecurity, data privacy, algorithmic bias, and accountability also 

require immediate legal attention. Therefore, there is a strong need for comprehensive 

legislation and proper regulatory mechanisms to govern blockchain technology and 

AI-based commercial systems. Governments, courts, regulatory authorities, and 

international organizations should work together to create uniform legal standards 

and ethical guidelines. Effective regulation will help ensure that technological 

innovation supports economic growth while maintaining fairness, transparency, 

consumer protection, and accountability in commercial law. 
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