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BIH on digital governance 
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Markets eat Feudalism

Blockchains eat Corporatism
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Markets (decentralised coordination mechanism) eat 
Feudalism (centralised coordination mechanism)

Blockchains (decentralised coordination mechanism) 
eat Corporatism (hierarchical coordination 
mechanism)
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Blockchain  = decentralized 
economic 
mechanism
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Cryptoeconomics =

a.k.a. tokenomics, cryptoeconomic systems

mechanism design 
of blockchains
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Institutional 
cryptoeconomics = blockchain + 

Austrian economics + 
new institutional economics + 
public choice theory

7



Blockchain = Institutional technology
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Blockchain = Web3

Web1 internet of data Messages: 
email, file sharing

Web2 social internet Communities: 
mobile, social media, apps

Web3 internet of value
Economic Institutions: 

cryptocurrency, smart contracts, registries, assets 
& NFTs, SSI, Dapps, DExs, DAOs, DeFi
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Blockchain = economic infrastructure 
(for next gen digital technologies)
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Blockchain = economic utilities

• Water & Energy Utilities
• Transport Utilities (roads, rail and ports)
• Communications Utilities

• Money and Public finance

• Registers and Registries Courts and Law
• Public Administration and Regulation
• Public Safety and Defense

maintenance and 
protection of property

facilitating production 
and transactions

blockchain
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Blockchains are a Coasean transactional revolution

an institutional technology that reduces 
transactions costs by lowering costs of trust, 
verification & networking and resolving 
problems of opportunism 
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Blockchains are a Hayekian administrative revolution



Blockchains (institutional technology) 
automate the manufacture of trust 
(institutional output, economic input)
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35%
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Citizen Alice Citizen Bob

Government

North, D. (1990) Institutions, Institutional Change 
and Economic Performance

economic 
institutions & 
infrastructure

manufacturing trust
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Alice Bob

Miner

Blockchain industrialises trust
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Decentralised project governance

• Cryptocurrency
• NFTs
• AMMs, DeFi
• stablecoins

Governance 
tokens

Constitutional and operational collective decision-making: 
Ownership distribution (airdropped capital), Codebase 
upgrades and forking, Treasury management, fee schedules, 
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The price of writing 
rules has fallen

o Tokens are not debt because can finance Specific Assets
o Tokens are not equity because rules based
o Tokens are not money because rules based not discretion based

o Tokens are a market based financial instrument that can finance Specific 
Assets – Dequity
§ Rules based means is more like debt
§ Asset specificity means is more like equity



historical significance of blockchain? 
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• Consider the historical 
dynamic of the supply 
and demand for policy



1. New technologies drive economic growth
2. Economic growth pushes toward hierarchy 
3. Hierarchy induces welfare and regulatory policy 
4. Blockchain technology dissolves hierarchy

Capitalism after Satoshi
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More promise, less hierarchy

• Marx & Schumpeter both 
predicted the rise of 
hierarchy as an outgrowth 
of industrial innovation. 

• Both worried this became 
monopoly and collapse

Early 20C = + demand for welfare policy (due 
to negative social effects of hierarchy)

Late 20C = + demand for innovation policy to 
offset welfare/industry policy
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Disintermediation – more markets, less hierarchy 

• Coasean effect – tokenisation, DeXs, DeFi drive growth of markets 
and networks

• Ostrom/Buchanan effect – DAOs etc drive growth of commons and 
clubs
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• blockchain weakens corporatism
• fewer public policy reactions to corporatism = reduced 

demand for corrective policy
• less regulatory policy = more freedom, innovation

THIS IS THE HISTORICAL SIGNIFICANCE OF BLOCKCHAIN
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economic infrastructure are rules

these rules can be low cost, 
targeted and precise

Welfare analytics
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Targeted, precision governance
• Growth of voluntary associations – clubs, commons
• Greater variety and choice in projects and groups – better matching
• Value chain governance = Industry utilities = special jurisdictions

• Lower cost of experimental governance
• Lower cost of temporary governance – pop-up economies 

• Reduced harm from governance externalities: Fewer ‘civilian casualties’, 
less ‘collateral damage’
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Benefits of lower cost governance 1

Can add governance where previously 
there was command

‘Put a governance token on it’
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pop-up economies

Burner wallets

Self-sovereign blockchains

Benefits of lower cost governance 2
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More institutional Tech = less human politics 

Benefits of lower cost governance 3

1. first-wave automation: machines 
made things / replace humans

2. second-wave automation: machines 
make decisions / govern humans
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FIRST WAVE 
AUTOMATION

SECOND WAVE 
AUTOMATION

1804 – now
Industrial revolution
Machines, engines, power
Cybernetics, Robotics  

seeds in 1970s/80s
Distributed autonomous systems
Hardware & software Protocols
Blockchain, AI/ML, 5G, IoT, VR,  
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FIRST WAVE 
AUTOMATION

SECOND WAVE 
AUTOMATION

Machines replace
humans

Machines govern
humans
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[Satoshi, trying to solve problem of how to move money into distant 
future for cryogenic reanimation] 

blockchain = technical solution to incentivize 
distributed human action through code to solve 
consensus problem in electronic money

[realising that was a particular solution to a general class of problem] 
blockchain = institutional technology for ad hoc 
governance infrastructure
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Markets eat Feudalism

Blockchains eat Corporatism

• Hayek – because efficient use of local information
• Hurwicz, Buchanan, et al – because rules for decentralized coordination

• Because automation of trust reduces transaction costs, opportunism 
– so markets work better

• But rules-based governance protocols also works better because of 
efficient use of local information 
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