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Hello everyone, I am deeply honoured to have been invited by Prof David Lee to give a speech 

at the SUSS DBA Community (DBAC) Launching Ceremony on Feb 2023. The topic of my 

sharing today is “The Digital Economy and the Virtual Asset Centre”. 

The digital economy will create a market system of virtual or digital assets, like how the 

industrial economy created the stock market. And in the next 20 or 30 years, such a market 

system of digital assets and virtual assets will have the same scale and same value as the current 

stock market. To illustrate this point, we must first look at the digital economy and its unique 

law of value. This law determines the creation of the digital asset market in the digital economy 

era. As is commonly known, digital products and services have a high fixed cost and low 

marginal cost, differentiating them from industrial economies. The manufacturing economy 

has high fixed costs, with increasing marginal costs. For example, the marginal costs from 

manufacturing a car to manufacturing a hundred cars must gradually increase. On the other 

hand, the fixed costs for digital products and services can be very high, but its marginal costs 

–the cost of producing one more unit - tend to be zero or equal to zero. Developing software 
requires a significant investment. However, once this software is successfully developed, the 
marginal costs of 1 person and 100 million people using this software are almost equal to zero.

Such a law of value for digital products and services results in the emergence of two significant 

features of the digital economy. Firstly, because of its low or even zero marginal cost, the 

digital economy - including digital products and services in the digital economy – will never 

have the problem of diseconomies of scale. But it can also easily result in what we are facing 

now, which is the monopolisation of global Internet platforms. This is why regulators of 

various countries are coming up with different laws to regulate these Internet platforms to 

tackle the issue of monopolisation. In addition, this law of value - the high fixed and low 

marginal costs - maximises the value of digital products and services. The more widespread 

the use of the product, the greater its value becomes. Under such maximisation, the right to use 

– the access to digital products and services - becomes more important than ownership. But 
how do we carry out such maximisation? Through software.

When software engineering started decades ago, we witnessed the growth and development of 

open-source software organisations that are dedicated to producing and distributing open-

source software. The reason that open-source software organisations give up ownership, 

allowing everyone to access the source code and allowing for continued development and 

improvement, is based on the characteristic of digital products and digital services having high 

fixed costs and low marginal costs. This results in the right to use being more important than 

ownership, and in the era of blockchain, this new law of the right to use been brought into full 

play. 



All blockchain protocols must be open source and open and must allow usage without 

permission. Anyone can join Bitcoin, Ethereum, or other blockchain networks or systems 

without anyone’s consent. You’re free to come and go. You will also use open-source code 

that allows free access and sharing without licensing restrictions. This makes it ideal for 

maximising the value of products that follow the law of high fixed costs and low marginal costs 

in the digital economy. 

There is a huge difference between the right to use and ownership. The former can form a kind 

of so-called “fax machine effect”. The fax machine effect is unique to the right to use. I bought 

a fax machine for $2,000, which is the cost I put into using this fax machine. But the $2,000 I 

spent on this fax machine allows me to join a network of 10 million fax machines, and the 

value of this network of 10 million fax machines is $10 billion. I am paying $2,000 to join a 

$10 billion network of fax machines, and I don’t own the network nor the $10 billion network 

of fax machines. But by buying a fax machine, I can join the network and have the tools, rights, 

or license to use the network. At the same time, if one of our friends here at the DBAC has also 

bought a fax machine and joined the network, it also means that we jointly own such a fax 

machine network. You will also have the tools and license to use this fax machine network, 

and your joining of the network indirectly increases my value as I now have one more 

possibility to send faxes. The value benefit of the right to use, as described by the “fax machine 

effect,” refers to the idea that the value of a product or service increases as more people use it 

and contribute to its development. 

I didn’t coin the term fax machine effect; it was coined by Kevin Kelly 20 years ago when he 

mentioned the economic laws of digital products and digital services. He came up with the term 

the “fax machine effect”. Based on such a law of value of digital products and digital services, 

we find that the right to use is more important than the right to own. Right of use and ownership 

are two different things, even though they belong in the same category of rights and interests. 

Ownership is non-disagreeable and exclusive. If you hold shares of a listed company, I can’t 

say I have the same shares. Shares of a listed company cannot be subdivided indefinitely, and 

the ownership of equity is exclusive. Moreover, under the capital system of ownership, the goal 

is often to maximise the interests of shareholders, which defines the two distinct characteristics 

of ownership. 

The right of use is different and is not exclusive in the same way as ownership. The right of 

use can be granted to multiple parties in an infinite cycle where you can use it once and I can 

authorise you to use it twice. Like the fax machine effect we mentioned earlier, when one 

person joins the system of the product or services, the value of the product or services increases, 

as well as the opportunities for the products to be used and shared. The right of use can be 

granted indefinitely and in a non-exclusive manner. It creates a positive feedback loop where 

the product or service’s value increases as more people join the system and are granted the 

right to use it. Due to its sharing nature, users increase each other’s value as new users join. 

Due to its exclusivity, there is incentive compatibility between the stakeholders as well. We all 

know that incentive compatibility is a very popular topic in economics research. How to 

achieve incentive compatibility so that all participants can have their benefits and their interests 



balanced? This is a constantly studied and discussed topic, and solutions can be found in the 

digital economy. 

With the difference between the right of use and the right of ownership, digital assets and 

virtual assets on the blockchain or distributed ledger are often called token. Both fungible and 

non-fungible token are tokens. In my opinion, when computer systems started in the 1960s, 

your rights to log in to a computer system depended on whether you had a token. Tokens were 

licenses to use the computer system at that time.  

Gradually after the Internet phase, we have arrived at the blockchain phase, where licenses are 

standardised, shared and financialised and are then called tokens. These tokens can be turned 

into a standard financial product for trading, known as a virtual or digital asset centre. It must 

be based on a blockchain-based distributed ledger. There are various explanations for this, but 

from the token perspective and the standardisation, market sharing and financialisation of the 

right to use, we can conclude that blockchain-based distributed ledger extracts the rights of use 

from digital products and services. We then standardise and share the right of use to form the 

virtual asset or digital asset market. We all know that governments are developing different 

systems and rules to either counter the monopolisation of the Internet platform or reduce the 

economic monopolisation. I personally think that token may be the best solution as it hides 

ownership information and helps separate the right of use from it. As mentioned earlier, 

ownership implies exclusivity, while the right of use is a shared arrangement between multiple 

individuals or parties. Extracting what is shared – which is the latter- makes it more important 

and allows the system to capture the essence and value of products and services. In this case, 

the issue of Internet platform monopolisation is naturally solved. 

We have mentioned that in the digital asset market or the virtual asset market, trading is often 

done through standardised shares of the right of use – often represented by tokens. These tokens 

have real value and are not simply a mechanism for a Ponzi scheme, nor is it a completely 

worthless market hype. Such standardised token representing the right to use digital products 

and services has real value. Or in other words, these virtual assets have real value. The real 

value is reflected in several aspects. 

First of all, the issuance of a token is often based on a set of algorithmic models, with clear and 

transparent rules set in advance. Its issuance in quantity and the speed at which new tokens are 

created is much stricter than the Ministries of Finance or central banks of most sovereign 

countries. Such issuance rule (or discipline) – in terms of quantity and speed - is typically 

agreed upon in advance and is based on a set of algorithms that govern the issuance process so 

everyone can trust it. Such quantitative limits and algorithmic regulation of token issuance help 

to build consensus and trust among us.  

Secondly, we say that a token represents a certain kind of permission to use, as you can only 

use a particular system or network if you hold its specific token. For example, if you want to 

use the Bitcoin network, you must own bitcoin, and if you want to use the Ethereum network, 

you must own ether. This is because you can only use the system and network if you have the 

token. Such a phenomenon naturally creates a demand for the network’s tokens. In the case of 

Ethereum, as more and more applications are built on the network, and more users adopt the 



platform, the demand for ether is likely to increase. This is a real demand, (the token is) a 

license that you must have to use the network.  

Thirdly, as you use such a network or system, you will consume a small amount of token. This 

process means that the overall token supply is deflationary. The system and network are 

designed with a deflationary model. We know that one of the most important reasons that a 

currency has value and is strong is that its supply should be designed with a deflationary model. 

In the case of the Ethereum network, the consumption of gas for transactions per day is higher 

than the number of new ethers added to the network daily. Such a deflationary model explains 

why ether has solid support for its value.  

Previously, we mentioned that the Ethereum blockchain is a blockchain-based protocol with 

only one token -  Ether, which is a functional token. Application layers built on top of 

blockchain protocol often have a founding team, shareholders, and a functional token 

simultaneously. After issuing these functional tokens, the founding team and the shareholders 

will always try to commit to using part of the project’s cash flow, or its revenue, to buy back 

the tokens issued. Essentially this means shareholders giving up part of their rights and interests 

to the users, usually no less than 20% of their equity. This helps build a solid foundation for 

the value of a token, allowing the token to have real value. 

Lastly, in such blockchain systems and networks, there are often some communities or 

decentralised organisations that give user some autonomy. But to govern or vote in the 

community, you need to have a token representing your right to vote. So by owning a token, 

you have the right to govern part of the project, and this is where the real value of a token lies.  

All in all, the virtual token has actual real value. The real value comes not only from the 

discipline of issuance but also from the fact that if you want to use the system, you have to buy 

and own such a token. Furthermore, the supply of the token is designed with a deflationary 

model, which helps support the value of the token in the long term. And when it comes to 

application layers, the founding team and shareholders of the application layer will buy back 

functional tokens they issued with a portion of the project’s revenue. This act also gives real 

value to the token. On top of that, owning a governance token also means you have the right to 

govern a project or vote. These five points constitute the real value of the token. 

Therefore, the token traded in our virtual asset market and digital asset market is not a scam, 

nor a speculation. We are trading its real value, representing the actual value of virtualised 

products and services. As I mentioned at the beginning, the digital economy era is similar to 

the industrial economy era where a stock market was nurtured. The digital economy era will 

nurture a future virtual asset or digital asset market. These two markets are not a replacement 

for each other. Even though we are now entering the digital economy, we will still need grains 

and cereals from the agricultural civilisation. These two markets, the stock market and the 

digital asset market, the virtual asset market, are trading different things and should not be seen 

as a replacement for each other. The stock market bred by the industrial economy is an 

ownership market, it trades ownership and equity, and its institutional basis is shareholder 

capitalism. On the basis of shareholder capitalism, we use a shareholding structure such as the 

corporate system to solidify the rights and interests of shareholders. On the basis of the 



corporate system, we demutualise all shareholders’ rights and interests and list them on the 

stock exchange - which is a capital market system based on ownership from the industrial 

economy. In the digital economy, as we mentioned earlier, the right of use is more important 

than ownership, and is more valuable. Furthermore, the right of use is based on a new capital 

market system, a new capital system. What is this new capital system called? It is called 

stakeholder interest-related capitalism. What legal structure is it based on? It is based on an 

open-source organisation, non-profit organisation, or decentralised autonomous organisation. 

Ownership is absent or irrelevant in the legal structure of all three organisations. Instead, the 

right of use is the most important and valuable part. The right of use obviously cannot be 

demutualised, so what can we do with it? It is tokenised. The right of use after tokenisation is 

a standardised and shared right of use. And then comes the digital asset market, which is 

fundamentally different from the stock market, or what we call the virtual asset market. 

  

So we predict that in the next 20 or 30 years, this virtual asset market or digital asset market, 

the right-to-use issuance and trading market, may grow to the same scale as the existing stock 

market. If this premise is accepted, in the case of Singapore as an established international 

financial centre, the digital asset market after tokenisation of the right to use is the core element 

of Singapore’s international financial centre 2.0. This is indispensable for Singapore. As an 

international financial centre we cannot miss this very important part. We know that a digital 

economy based on blockchain and technology is originally a virtual economic system across 

jurisdictions and geographical boundaries. There are no national boundaries or restrictions in 

the digital world. This is a huge opportunity for Singapore. We can circumvent Singapore’s 

geographical constraints - in terms of population base - for global users, for the global market, 

and for global developers to establish digital product and service based on the right to use after 

the tokenisation of the digital asset market. We can look at two cases – (i) Coinbase -  a licensed 

and compliant digital asset trading platform in the United States. It has 120 million registered 

users, and 80% of these 120 million registered users are non-US users. Since there are only 300 

million people in the U.S., it is impossible for one-third of them to be registered users of 

Coinbase. So Coinbase has about 80% of its registered users outside of the U.S. Why is this 

the situation? Is 80% of NYSE’s investor users and customers outside the US? Not so much, 

especially the New York Stock Exchange NASDAQ, it is almost impossible to open 

registration to individual investors outside the United States. But Coinbase did, and why can 

Coinbase do it? Because Coinbase service is in a digital world inside the digital economy with 

tokens based on the right to use to enter the digital asset market. It was not bound by the 

geographical environment, not subjected to the jurisdiction of a constraint, which allows it to 

serve the world. The biggest difference between Coinbase and NYSE NASDAQ is that 

Coinbase can accept individual registrations to become users of its exchange. NYSE NASDAQ 

must expand its retail market through its members and stockbrokers. Such a new capital market 

system for digital markets is now conceivably crucial for the 2.0 version of Singapore’s 

international financial centre.  

Because of the time limit, I will share this much today. Please criticise and correct any 

shortcomings.   



Thank you. 

  

 

 


