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BLOCKCHAIN GAMES AND A DISRUPTIVE

CORPORATE BUSINESS MODEL

Xuan-Thao Nguyen*

ABSTRACT

This Article is the first to identify and theorize on a new disruptive
corporate business model unfolding in the gaming industry that is larger
than both the movie and music sectors combined. Corporations in
blockchain gaming reject the old paradigm of amassing profits by turning
the public into spenders for and consumers of corporate products. The new
corporate business model transforms members of the public into producers
and true owners of new corporate property while earning income and
garnering governance voting rights. Through a case study of Axie Infinity, a
blockchain game launched in 2021, this Article explores how the new
corporate business model challenges traditional theories of the corporation
and relationships among stakeholders. Additionally, the disruptive model
percolates implications of decentralized property ownership in the age of
widening income inequality.
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INTRODUCTION

Reports on the widening of income inequality paint a stark reality of
wealth concentration in the CEO class and meager pay for workers.'
Ownership of corporate stock is concentrated in the hands of the wealthiest.
In fact, the wealthiest ten percent of Americans own eighty-nine percent of
all U.S. stocks.2 During the pandemic, the top one percent pocketed $6.5
trillion in corporate equities and mutual fund wealth.3 In corporate law and
management literature, despite income inequality and the plight of the
workers today, 4 shareholder primacy theory and its cousin stakeholders
theory reign supreme, conveying that corporations serve shareholders
whether corporations solely exist to serve shareholders or to serve both
shareholders and other stakeholders.5 Because the wealthiest Americans are
shareholders of almost all U.S. stocks, corporate theories seem to exist to
justify corporations' wealth maximization and ability to ignore income
inequality and workers' plights.

1 Abigail J. Hess, In 2020, Top CEOs Earned 351 Times More Than the Typical Worker,
CNBC (Sept. 15, 2021), https://www.cnbc.com/2021/09/15/in-2020-top-ceos-earned-351-
times-more-than-the-typical-worker.html ("The CEO-to-worker pay gap has expanded
exponentially over the past several decades ... CEO compensation has grown 1,322% since
1978, while typical worker compensation has risen just 18%. In 2020, CEOs of the top 350
firms in the U.S. made $24.2 million, on average - 351 times more than a typical worker.").
2 Robert Frank, The Wealthiest 10% ofAmericans Own a Record 89% ofAll U.S. Stocks,
CNBC (Oct. 8, 2021), https://www.cnbc.com/2021/10/18/the-wealthiest-10percent-of-
americans-own-a-record-89percent-of-all-us-stocks.html; Juliana Kaplan & Andy Kiersz, The
Wealthiest Americans Now Own Almost All of The Stock Market 89% To Be Exact, Bus.
INSIDER (Oct. 19, 2021), https://www.businessinsider.com/wealthiest-americans-now-own-
record-high-share-of-stocks-2021-10.
3 Id. See also Chuck Collins, Updates: Billionaire Wealth, U.S. Job Losses and Pandemic
Profiteers, INEQUALITY ORG (Oct. 18, 2021), https://inequality.org/great-divide/updates-
billionaire-pandemic.
4 Annie Lowrey, Don'tBlame Econ 101 for the Plight of Essential Workers, THE ATLANTIC
(May 13, 2020), https://www.theatlantic.com/ideas/archive/2020/05/why-are-americas-most-
essential-workers-so-poorly-treated/611575 (stating that essential workers have been
systematically devalued for years); Sarah Hansen, 10 Numbers That Sum Up The Plight Of
American Workers This Labor Day, FORBES (Sept. 4, 2020),
https://www.forbes.com/sites/sarahhansen/2020/09/04/10-numbers-that-sum-up-the-plight-
of-american-workers-this-labor-day/?sh=3069896227a3.
5 H. Jeff Smith, The Shareholders vs. Stakeholders Debate, MIT SLOAN MGMT. REv. (July 15,
2003), https://sloanreview.mit.edu/article/the-shareholders-vs-stakeholders-debate
[https://perma.cc/HEF8-YUTU] ("Shareholder theory asserts that shareholders advance
capital to a company's managers, who are supposed to spend corporate funds only in ways
that have been authorized by the shareholders . . . On the other hand, stakeholder theory
asserts that managers have a duty to both the corporation's shareholders and individuals and
constituencies that contribute, either voluntarily or involuntarily to a company's wealth-
creating capacity and activities, and who are therefore its potential beneficiaries and/or risk
bearers.").
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Corporations amass wealth through targeting and selling their products
and services to institutional and individual customers. The more customers
spend, the richer the corporations become. The more customer networks
expand, the larger the share of the market the corporate enjoys. In other
words, the consuming class and the working class fortify the existence and
wealth of corporations.6

For example, the gaming industry, which is short for videogames
distributed through platforms, consoles, and mobiles, is larger than the
movie and music sectors combined, spanning 2.9 billion players globally.
Games publishers are now giant tech companies, including Microsoft,
Facebook, Google, and Apple. Gaming corporations are known to force
their employees to perform long hours: up to a 100-hour week or 14-hour
working days and weekend. Gaming corporations cement a business model
in which customers pay to play and pay to win. Essentially, the players labor
away hours at games to enrich games corporations, which reaped $175
billion in revenue in 2021, with outsized profits.

The arrival of blockchain technology and the collusion of blockchain
and games infused with entrepreneurial spirit challenges the traditional
business corporate model of wealth maximization for the selected few. This
Article is the first to identify and analyze the disruptive corporate business
model in blockchain games.

Through a case study of Axie Infinity's game company and ecosystem,
this Article explains a new theory of users as producer-and-owner of
corporate property. Here, the players spend their skills, expertise, and time
playing games to earn a living and own corporate property. With play-to-
earn ("P2E"), the players are not the passive employees enriching the
corporations. The players of blockchain games earn in-game tokens
recorded on the blockchain. They can use the tokens to breed unique
characters that are non-fungible tokens ("NFTs"). They are the true owners
of the fungible tokens and NFTs. They can invest, trade, or hedge their
fungible tokens and NFTs in the exchanges worldwide. They are rewarded
with governance tokens for voting rights on important matters related to the
platform. Over time, the community of players has control of the platform.
In other words, blockchain games enable users to be the producers and
owners of decentralized property, contrary to the traditional corporate model
of wealth maximization for the interest of the selected few.

This Article also contributes to the corporate law literature by offering
five striking features of the new corporate business model in blockchain

6 Tax scholars also note that tax law and policies treat workers as consumers, rather than as
producers, that result in overtaxing workers and undertaxing business owners. See Mary
Louise Fellows & Lily Kahng, Costly Mistakes: Undertaxed Business Owners and Overtaxed
Workers, 81 GEo. WASH. L. REv. 329 (2013).
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gaming: (1) Players as producers and owners of NFTs, (2) market-driven
property produced by players, (3) decentralized governance for a
community of players, (4) dynamic layering of different business sectors on
blockchain games, and (5) transnationalism. These features radically
distinguish blockchain games from the traditional structure of stakeholders
in the gaming industry. Most importantly, within these features evolves the
emergence of the users as producers-and-owners of corporate property.

The Article proceeds as follows. Part I describes NFTs and tokens. Part
II contextualizes blockchain's impact on entrepreneurship. Part III reveals
the gatekeepers in the gaming industry and how entrepreneurs disrupt the
industry with blockchain games. Part IV discusses corporate law theories on
employee-ownership, shareholder primacy, and stakeholders, and it further
analyzes the P2E paradigm shift. This Article concludes with observations
on the implications of blockchain games on decentralized property
ownership and corporate governance.

I. NON-FUNGIBLE TOKENS (NFTS) PRIMER

The popular bitcoin and ether are decentralized cryptocurrencies
represented by entries on immutable blockchain ledgers.7 A bitcoin or an
ether is fungible because a bitcoin possesses the same value as another
bitcoin and can be exchanged or traded at equivalency." Also, fungible coins

7 SEC v. Telegram Group, Inc., 448 F.Supp.3d 352, 358 (S.D.N.Y. 2020)
("Cryptocurrencies ... are a lawful means of storing or transferring value and may fluctuate
in value as any commodity would. In the abstract, an investment of money in a
cryptocurrency utilized by members of a decentralized community connected via blockchain
technology, which itself is administered by this community of users rather than by a common
enterprise, is not likely to be deemed a security .... The SEC, for example, does not contend
that Bitcoins transferred on the Bitcoin blockchain are securities."). For background on the
first introduction of Bitcoin and blockchain technology, see SATOSHI NAKAMOTO, BITCOIN: A
PEER-TO-PEER ELECTRONIC CASH SYSTEM 1 (2008), https://bitcoin.org/bitcoin.pdf. For a
discussion of the whitepaper on Bitcoin, see Larissa Lee, New Kids on the Blockchain: How
Bitcoin's Technology Could Reinvent the Stock Market, 12 HASTINGS Bus. L. J. 81, 83 (2016);
Marie Huillet, 11 Years Ago Today Satoshi Nakamoto Published the Bitcoin White Paper,
COINTELEGRAPH (Oct. 31, 2019), https://cointelegraph.com/news/11 -years-ago-today-satoshi-
nakamoto-published-the-bitcoin-white-paper. Generally, Bitcoin with the capital "B" refers to
the blockchain Bitcoin technology and the underlying network but bitcoin with the lower case
"b" refers to the cryptocurrency subject to marketplace trading. Some Bitcoin Words You
Might Hear, BITCOIN, https://bitcoin.org/en/vocabulary.
8 Chris Bennett & Cody Koblinsky, Non-Fungible Tokens: Emerging Issues in the Emerging
Marketplace, DLA PIPER (Mar. 30, 2021),
https://www.dlapiper.com/en/us/insights/publications/2021/03/ipt-news-ql -2021/non-
fungible-tokens-emerging-issues-in-the-emerging-marketplace ("A fungible token can be
easily exchanged for another item or value because each token is equivalent, and all tokens
have the same value. Bitcoin (BTC) is an example of a fungible token. If you borrow 1 BTC
from a lender, you can pay the lender back with a different BTC, and the lender would be
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are divisible, enabling a fraction of a coin to be transferred.9 For instance, 1
ether (ETH) is divisible into 1 quintillion wei, and a buyer can purchase
0.005 ETH. 10 Similarly, tokens minted using Ethereum's ERC-20
blockchain protocol are also fungible." Companies utilize the protocol to
create their tokens, set the token names and symbols, and launch an initial
coin offering ("ICO") of their new token.12 Fungible ERC-20 tokens are
interchangeable; they are not unique, and they are easily dividable.13 Coins
and tokens are prevalent today, as the public has witnessed in numerous
reports and disputes involving these fungible digital assets in connection
with fraud schemes in recent years.1

receiving the same value in return."); Madana Prathap, Semi-Fungible Tokens - Coins that
Travel Between the Worlds of Cryptocurrency and NFTs, BUS. INSIDER: INDIA (Dec. 24,
2021), https://www.businessinsider.in/investment/news/what-is-a-semi-fungible-token-
sft/articleshow/87205941.cms ("There are normal tokens like Bitcoin, which are fungible.
This means that one is exactly the same as the other.").
9 Eric L. Sophir et al., Not By the Same Token: NFTs in Supply Chain, FOLEY: INSIGHTS (Nov.
16, 2021), https://www.foley.com/en/insights/publications/2021/11/not-by-the-same-token-
nfts-in-supply-chain.
1 How to Buy Ethereum (ETH), KRAKEN, https://www.kraken.com/learn/buy-ethereum-eth.
" Wirex Team, ERC20 vs ERC721 - What's The Difference? (June 10, 2021, 2:00 PM),
https://wirexapp.com/blog/post/erc20-vs-erc721-whats-the-difference-0341 (explaining
ERC20 tokens).
12 James J. Park & Howard H. Park, Regulation by Selective Enforcement: The SEC and
Initial Coin Offerings, 61 WASH. U. J. L & POL'Y 99, 109 (2020) ("The ERC20 standard is
governed by several mandatory rules. It has a standardized method for token creators to set
their token's names and symbols .... When an ERC20 token is transferred, such "transfer
events" must be broadcasted to other users of the network .... When the ICO is ready to
launch, another smart contract can govern the process by which the token is sold.").
13 

Fungible Tokens, NEWLINE: COURSES: CREATING AN ERC20 TOKEN ON ETHEREUM

https://www.newline.co/courses/creating-an-erc20-token-on-ethereum/fungible-tokens ("A
popular implementation of fungible tokens is the ERC-20 token standard. Tokens can be
created with Solidity smart contracts and sent to the Ethereum blockchain. These token smart
contracts can be used to represent value and be held by Ethereum accounts (wallets, other
smart contracts, etc.) ... a fungible token can be broken down into smaller units. Each will
still represent a part of the larger token."); Yuliya Guseva, A Conceptual Framework for
Digital-Asset Securities: Tokens and Coins as Debt and Equity, 80 MD. L. REv. 166, 177-78
(2020) ( "Governance tokens, utility tokens, coins, and security-tokens are "fungible"
assets, .... Many fungible non-native tokens are built using Ethereum's ERC-20 standard
and deployed on Ethereum, the base layer protocol .... Ethereum has designed standards for
the issuance and operation of non-native tokens. ERC-20 is one of the first and main code
standards.").
14 See, e.g., Chase Williams v. KuCoin, _ F.Supp.3d _, 2021 WL 5316013 at *2 (SDNY,
Oct. 21, 2021) ("Each of the Tokens uses the "ERC-20" protocol, which allows anyone to
create their own token on the Ethereum blockchain, creating whatever rules they want
governing how these new tokens are made and released. The Tokens differ, however, from
crypto-currencies like Bitcoin and Ether that operate on their own blockchains and which
restrict the number of tokens available at any time. Each of the Tokens was offered to the
public through 'initial coin offerings"'); In re Bibox Group Holdings Limited Securities
Litigation, _ F.Supp.3d _, 2021 WL 1518328, at *2 (S.D.N.Y. 2021) ("Since ERC-20
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On the opposite spectrum, a non-fungible token ("NFT") is a unique,
one-of-a-kind digital asset with a verifiable identifier and cannot be replaced
by another NFT. 5 Developers adopt the ERC-721 protocol, instead of the
ERC-20 protocol, to tokenize ownership of any arbitrary data. 16
Accordingly, NFTs lack the associated fixed value like bitcoins, ethers, or
any other fungible tokens. Therefore, NFTs cannot be exchanged at
equivalency. They cannot be copied or divided in part like fungible coins
and tokens.'7

Leveraging immutable blockchain technology, when an asset is
tokenized with an NFT, the data exists on a blockchain.'8 Any subsequent
transaction related to the NFT is a new link on the chain. 19 All the

tokens rely on an existing blockchain and underlying technical architecture, new tokens can
be created quickly by users with minimal technical expertise. But because all ERC-20 tokens
operate on the Ethereum blockchain and must comply with the ERC-20 standard, all ERC-20
tokens have certain similarities.").
15 Stan Schroeder, Crypto Trading Card Game 'Gods Unchained' Looks Pretty Sweet in First
Gameplay Trailer, MASHABLE (Nov. 16, 2018), https://mashable.com/article/gods-unchained-
trailer ("Non-fungible tokens or NFTs are cryptographic tokens which are unique, contrary to
fungible tokens (think ethers or bitcoins) which are all exactly alike and interchangeable.");
Andrew James Lom & Rachael Browndorf, Anatomy of an NFT, NORTON ROSE FULBRIGHT
(Apr. 2021), https://www.nortonrosefulbright.com/en-
us/knowledge/publications/5995f99d/anatomy-of-an-nft.
16 In 2018, William Entriken, Dieter Shirley, Jacob Evans, and Natassia Sachs created the
ERC-721 protocol. See Wirex Team, ERC20 vs ERC721 - What's The Difference? (June 10,
2021), https://wirexapp.com/blog/post/erc20-vs-erc721-whats-the-difference-0341; ERC721
Tokens (Non-Fungible Tokens) Explained, DISTRICTOX EDUCATIONAL PORTAL,
https ://education. districtOx. io/general-topics/understanding-ethereum/erc-721-
tokens/#:-:text=ERC721%20is%20a%20standard%20interface,a%20subset%20f%20Ethere
um%20tokens.
17 Id. The biggest differentiator for Non-Fungible (ERC-721) tokens is that each one is tied to
a different identifier, making each token unique to its owner. This is different than tokens
leveraging the ERC-20 token standard, which is a token standard for fungible tokens,
meaning each token is interchangeable. In the ERC-20 token standard, developers can create
any number of tokens within one contract, but in the ERC-721 token standard, each token
within the contract holds a different value. ERC-721 is a standard interface for Non-Fungible
tokens, meaning ERC-721 tokens are simply a subset of Ethereum tokens.
18 Tonya M. Evans, Cryptokitties, Cryptography, and Copyright, 47 AIPLA Q.J. 219, 220
(2019) ("[N]on-fungible cryptographic tokens (NFTs) created based on the ERC-721 smart
contract standard and recorded on the Ethereum public, distributed ledger. This novel
standard enables, for the first time, verifiable digital scarcity--an elusive technological
characteristic in the world of Web 2.0.").
19 Evans, supra note 18, at 232-39 (providing a primer on blockchain technology); Daniel S.
Cohen et al., The Coming Blockchain Revolution in Consumption of Digital Art and Music:
The Thinking Lawyer's Guide to Non-Fungible Tokens (NFTs), K&L GATES (March 25,
2021), https://www.klgates.com/The-Coming-Blockchain-Revolution-in-Consumption-of-
Digital-Art-and-Music-The-Thinking-Lawyers-Guide-to-Non-Fungible-Tokens-NFTs-3 -25-
2021 ("NFTs are stored in "smart contracts," which are automatically executable code that
run on top of the distributed ledger on which the NFT is recorded."); Gregory J. Chinlund &
Kelley S. Gordon, WhatAre the Copyright Implications ofNFTs?, REUTERS (Oct. 29, 2021),
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transactions on the chain are recorded in the distributed or decentralized
network of computers and cannot be altered, reversed, or deleted.20 Further,
the transactions are open and transparent for others to view and verify due to
the decentralized nature of blockchain. 21 That means for each NFT,
immutability, authenticity, transparency, and ownership are openly built into
the code and decentralized.22

Consequently, to mint unique tokens, entrepreneurs utilize the existing
Ethereum ERC-721 protocol to develop NFTs.23 The protocol's smart
contracts provide governance of the NFTs developed on Ethereum.24 The
protocol's smart contracts are specific codes that cover essential information
for managing transactions like verification or transfer of NFTs.25 That
means each NFT is unique based on the information housed in the NFT's

https://www.reuters.com/legal/transactional/what-are-copyright-implications-nfts-2021-10-
29/ ("Non-Fungible Tokens ... are not made to have equivalent fractional values and instead
represent unique and individualized values . .. [W]hen someone buys an NFT, they're not
buying the actual digital artwork; they're buying a link to it.").
20 Liza Ayres, Painting a New Landscape: NFTs and Art Fraud, ACFE INSIGHTS (Aug. 9,
2021), https://www.acfeinsights.com/acfe-insights/painting-new-landscape-nfts-art-fraud
("NFTs are electronic identifiers that allow for anything that can be digitally represented,
such as pictures, videos or music, to be enclosed in a format that can be traded, stored or
authenticated without needing to turn to a centralized authority or gatekeeper. . . . Once an
NFT is created, it can be digitally traced forever. Moreover, an NFT cannot be duplicated, so
the blockchain onto which an NFT's details are recorded can confirm the authenticity of it.").
21 James E. Bedar et al., Tokenization: The Revolution is Now, 2021 WL PRINDBRF 0160
(May 13, 2021),
https://today.westlaw.com/Document/Ifc5c02 10b4161 lebbea4ffdc9fb6957O/View/FullText.
htmlcontextData=(sc.Default)&transitionType=Default ("NFTs are particularly well-suited
to prove ownership, identify the uniqueness of assets, and identify counterfeits from
originals.... Where NFTs and other on-chain assets differ from other assets is in their
immutability, and therefore their transparency.... With NFTs, authenticity is built into the
code. The code is transparent, verifiable, and immutable. The blockchain creates a certificate
of authenticity for each token so the originating source is identifiable.").
22 See id.
23 See ERC-721, http://erc72.org/ ("ERC-721 is a free, open standard that describes how to
build non-fungible or unique tokens on the Ethereum blockchain. While most tokens are
fungible (every token is the same as every other token), ERC-721 tokens are all unique.
Think of them like rare, one-of-a-kind collectables."); Sahil Sen, How to Create and Deploy
an ERC-721 (NFT), QUICKNODE (Dec. 27, 2021),
https ://www.quicknode.com/guides/solidity/how-to-create-and-deploy-an-erc-721-nft;
Henrique Centieiro, Mint an NFT and ERC-721 Smart Contract Easy Step-by-Step!,
MEDIUM (Aug. 18, 2021), https://medium.com/geekculture/mint-an-nft-and-erc-721-smart-
contract-easy-step-by-step-4fafffl 51 fbe.
24 Diego Geroni, Future Applications and Challenges ofNFT, 101 BLOCKCHAINS (July 1,
2021), https://10 lblockchains.com/nft-future-applications-and-challenges.
25 See id.
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metadata. 26 The metadata can include the token's identity directed to
"image, artwork, web domain or significant digital resource."27

With these characteristics, NFTs have stirred excitement worldwide as
some believe that they represent a new blockchain revolution.28 Reports of
the wonders of NFTs have appeared in many different sectors of the
economy, from arts and music, to real estate and patent licensing, among
others. 29 NFTs were previously used to validate proof of ownership,
authenticity, validity, and indisputable proof of transfer transactions.30 A
notable example of early use of blockchain technology to validate

26 
Id.

27 
Id.

28 See generally Cohen et al., supra note 19 ("NFTs can be a true win-win for both the sellers
and purchasers, as well as for the artists and musicians who use them. The close relationship
of many NFTs to works of art, and their popularity with artists and musicians may provide a
basis to hope that NFTs will not suffer the challenges faced by the ICO market.").
29 Mattias Tengblad, NFTs are revolutionizing the music industry too, FORTUNE (Oct. 29,
2021), https://fortune.com/2021/10/29/nfts-music-industry; Levent Ktnzi, NFT In The Real
Estate Industry: Short-Term Trend Or An Investment In The Future?, FORBES (Oct. 25, 2021),
https://www.forbes.consites/forbesbizcouncil/2021/10/25/nft-in-the-real-estate-industry-
short-term-trend-or-an-investment-in-the-future/?sh=312c42a278d2 ("The tokenization of
real estate brings with it a major advantage: The world's most illiquid asset class is made
accessible to a broad investor base. Once again, technology thus brings about the
democratization of an exclusive system, opening up previously elite asset classes."); IPwe
and IBM Seek to Transform Corporate Patents With Next Generation NFTs Using IBM
Blockchain, IBM NEWSROOM (Apr. 20, 2021), https://newsroom.ibm.com/2021-04-20-IPwe-
and-IBM-Seek-to-Transform-Corporate-Patents-With-Next-Generation-NFTs-Using-IBM-
Blockchain#:-:text=PARIS%20and%20ARMONK%2C%20N.Y.%2C%20April,records%20
on%20a%20blockchain%20network (announcing the new plans to "begin representing
patents as non-fungible tokens (NFTs) or digital assets by working with IBM to create the
infrastructure for representing patents as NFTs and storing the records on a blockchain
network. The tokenization of intellectual property (IP) will help position patents to be more
easily sold, traded, commercialized or otherwise monetized and bring new liquidity to this
asset class for investors and innovators.").
30 See Michael Curatola, "Real" Estate: How NFTs and Cryptocurrency Are Reshaping the
Real Estate Industry, FRB LAW (July 29, 2021), https://frblaw.com/2021/07/29/real-estate-
how-nfts-and-cryptocurrency-are-reshaping-the-real-estate-industry ("Blockchain technology
is being used to "tokenize" real estate ownership. This means that a piece of real estate can be
identified on the blockchain and divided into multiple, smaller units of ownership, or
"security tokens." In turn, each token or fractionalized piece of real estate can be freely
bought and sold on the blockchain. These transactions are secured using the blockchain,
which, through its permanent ledger of these transactions, mimics a traditional chain of
title."); OpenLaw, Modernizing Art with Blockchains, MEDIUM (Oct. 30, 2018),
https://medium.com/@OpenLawOfficial/modernizing-art-with-blockchains-6cba4694833d
("[U]sing OpenLaw and Ethereum, an original piece of artwork can be uploaded to IPFS and
automatically represented as an ERC-721 NFT. Once uploaded, an artist can create an
unlimited number of licensing rights, including issuing tokenized non-exclusive licenses and
fractional ownership interests for a given piece of artwork. Property and ownership interests
are represented by the NFT token and can include different classes of ownership, licensing
rights, and resale royalty rights in the original artwork.").



BLOCKCHAIN GAMES

ownership and authenticity is MIT's graduation diploma.31 More recently,
media attention has gravitated towards new applications of NFTs. Reports
on the NFT of the video of a LeBron James dunk,3 2 the NFT of digital
artwork by Beeple,33 and the NFT of the first tweet by Twitter founder Jack
Dorsey highlighted how these simple digital assets captivated the public
with unanticipated large sums for their sale transactions.34

Additionally, NFTs can be used to detect unauthorized use of a digital
work.35 The owner of an NFT can be embedded in the NFT identification
hash in the digital work subject to a license for distribution and is
subsequently detected if the purchaser-licensee has engaged in unauthorized
transfers of the licensed digital work.36 With physical goods, NFTs can be
used to tag tangible goods for purposes of origin tracing, ownership,
provenance verification, and authenticity certification; therefore, this may
lead to a reduction of theft, counterfeits, or fraud in sectors dealing with
precious gemstones, 37 luxury goods, 38 arts,39 supply chains, 40 and trade
finance.4

31 See Brad Jones, MIT Has Started Issuing Diplomas Using Blockchain Technology,
FUTURISM (Oct. 19, 2017), https://futurism.com/mit-has-started-issuing-diplomas-using-
blockchain-technology.
32 Ryan Young, A LeBron James Top Shot moment that honored Kobe Bryant sold for nearly
$400,000, YAHOO! SPORTS (Apr. 16, 2021), https://sports.yahoo.com/nba-lebron-james-top-
shot-moment-nft-honoring-kobe-bryant-dunk-helicopter-crash-sold-auction-173649230.html
(reporting that the "NFT sold for $387,600 through Heritage Auctions, a record.").
33 Scott Reyburn, JPG File Sells for $69 Million, as 'NFT Mania' Gathers Pace, N.Y. TIMES
(Mar. 25, 2021), https://www.nytimes.com/2021/03/11/arts/design/nft-auction-christies-
beeple.html#:-:text=%E2%80%9CEverydays%20%E2%80%94%20The%20First%205000%
20Days,in%20a%20sale%20at%20Christie's (reporting that Beeple's JPG file was sold for
$69.3 million and that the "collaged JPG was made, or 'minted,' in February as a
'nonfungible token,' or NFT. A secure network of computer systems that records the sale on
a digital ledger, known as a blockchain, gives buyers proof of authenticity and ownership.").
34 Taylor Locke, Jack Dorsey Sells His First Tweet Ever as an NFT for Over $2.9 million,
CNBC (Mar. 22, 2021), https://www.cnbc.com/2021/03/22/jack-dorsey-sells-his-first-tweet-
ever-as-an-nft-for-over-2point9-million.html; The Most Popular NFT's of2021, TRG (Sept.
28, 2021), https://www.trgdatacenters.com/the-most-popular-nfts-of-2021.
35 See Joseph B. Fazio, Non Fungible Tokens, 1 INTERNET L. & PRAC. § 1:28 (Nov. 2021). See
also Evans, supra note 18, at 220, 248-49.
36 Fazio, supra note 35.
37 Judith A. Lee & Shuo (Josh) Zhang, Non-Financial Applications for Distributed Ledger
Technology and Blockchain, in PAYMENT SYSTEMS AND ELECTRONIC FUND TRANSFERS GUIDE,
WL PAYSTSGDE 100:300 (Dec. 6, 2021) ("Proof-of-origin applications can also be used for
any high-value product, including gemstones, art, and food. Using distributed ledger
technology, a gemstone supplier could provide evidence of authenticity (particularly
important now, when synthetic diamonds are approaching gem standards) and compliance
with international regimes such as the Kimberly Process.").
38 See generally, Miriam Farhi, Andrew Grant & Colleen Ganin, The Digital Opportunities &
Issues that Luxury Brands Need to Consider, THE FASHION LAW (Sept. 29, 2021),
https://www.thefashionlaw.com/from-virtual-fashion-to-big-data-a-look-at-the-emerging-

2023] 51



52 STANFORD JOURNAL OF BLOCKCHAIN LAW & POLICY [Vol. 6.1

In summary, NFTs open up new ways for entrepreneurs in different
sectors to combine the existing characteristics of blockchain and the

digital-issues-that-luxury-brands-need-to-consider ("NFTs also have touted as promising
anti-counterfeiting applications, a particularly relevant proposition in light of the ever-
growing global market for counterfeits and the rise of secondhand fashion, which has led to
the increased sale of counterfeit luxury goods. Not necessarily a simple process, NFTs can be
used to record the provenance of associated physical products, and then aid in authentication
efforts, potentially restoring consumer confidence in a resale industry that is been riddled
with counterfeiting controversies."); Adam Levine-Weinberg, Luxury Brands Try on
Blockchain, THE ROBIN REPORT (June 22, 2021), https://www.therobinreport.com/luxury-
brands-try-on-blockchain (stating that LVMH, Prada Group and Richemont's Cartier brands
announced a partnership to use blockchain to "give customers a secure way to learn more
about the items they are buying."); Roberto Fontana, Stephane J.G. Girod, & Martin Krilik,
How Luxury Brands Can Beat Counterfeiters, HARv. BUS. REv. (May 24, 2019),
https ://hbr.org/2019/05/how-luxury-brands-can-beat-counterfeiters.
39 Liza Ayres, Painting a New Landscape: NFTs and Art Fraud, ACFE INSIGHTS (Aug. 9,
2021), https://www.acfeinsights.com/acfe-insights/painting-new-landscape-nfts-art-fraud
("As NFTs burst into the art realm, they can also be used to solve a problem that has been
central to digital collectibles: how to claim ownership of something that can be easily and
endlessly duplicated."); Noah Charney, LostArt: Do NFTs Mean the End ofReal-WorldArt?
THE ART NEWSPAPER (July 23, 2021), https://www.theartnewspaper.com/2021/07/23/lost-art-
do-nfts-mean-the-end-of-real-world-art (noting one of the advantages of blockchain
technology is that art NFTs are "immune to theft or forgery. The promise of blockchain
technology is really just digital provenance, which describes the documented history of an
object, its ownership, where it was displayed and so on."); Frangoise Birnholz & Kelsey
Barthold, Back to the Future: Sorting Old Law from New Technology in Blockchain Smart
Contract Applications & Assessing the Need for Regulation, 89 GEO. WASH. L. REv. 96, 111
(2021) ("Provenance refers to the documentation of a work of art's history--including the
work's creator and previous ownership. Authentication, which can be thought of as one part
of provenance, allows a user to know that the work has actually been made by its alleged
creator and is not a copy or a forgery. Blockchain, as a decentralized database consisting of
time-stamped blocks of data, can improve efficiency and accuracy in both of these areas.").
40 Eric L. Sophir et al., Not By the Same Token: NFTs in Supply Chain, FOLEY (Nov. 16,
2021), https://www.foley.com/en/insights/publications/2021/11/not-by-the-same-token-nfts-
in-supply-chain ("NFTs work for supply chain purposes because companies are particularly
concerned with maintaining trustworthy digital data related to their physical world assets.
Therefore, companies can benefit by using NFTs to represent their physical assets digitally.
Some ways in which NFTs address supply chain needs are in the areas of tracing products
through supply chains, identifying product origin and authenticating ownership, and verifying
product certifications.").
41 Richard Crook, How NFTs can increase efficiency in trade finance, FORKAST (June 22,
2021,) https://forkast.news/how-nfts-can-increase-efficiency-trade-finance/ ("When it comes
to practical implementation of NFTs, there are few places more ripe for integration than in
trade finance. Everything from the provenance of goods, fraud prevention and even debt
management can be streamlined and verified using blockchain-based NFTs."). See generally,
Guest Contributors, Trade Finance and NFTs: From Digital Collectibles to the $19T Global
Trade Market, NASDAQ (Sept. 7, 2021), https://www.nasdaq.com/articles/trade-finance-
and-nfts%3A-from-digital-collectibles-to-the-%2419t-global-trade-market-2021-09; Paul
Golden, Trade Finance Embraces the Art of the NFT, EUROMONEY (Oct. 26, 2021),
https://www.euromoney.com/article/298kk2O9iO3jjab28pzi8/treasury/trade-finance-
embraces-the-art-of-the-nft.
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uniqueness of nonfungibility for disruption, as seen later in this Article. A
macro-understanding of blockchain's potential impact on entrepreneurship,
however, is necessary for subsequent contextualization of NFTs in
blockchain games and their disruption of corporate business model.

II. BLOCKCHAIN IMPACT ON ENTREPRENEURSHIP

Entrepreneurs have gravitated to blockchain technology in recent years.
Blockchains are known to encourage entrepreneurship by democratizing
access to funding and investing opportunities, building community of early
adopters and developers, and facilitating open-sourcing of projects. 42

Entrepreneurs embrace blockchains by adopting relevant protocols and
creating tokens to represent scarce assets in funding strategy.43 Moreover,
tokens are dynamic in value and can be traded, sold, and hedged in the
secondary market, enabling some entrepreneurs who own them to further
invest or transfer the tokens for new funding to finance new projects.44

Before the arrival of blockchains, when entrepreneurs needed funding,
they typically looked to traditional equity financing, debt financing, VC
financing, and crowd funding for their business enterprises. 41 Under
traditional equity financing, entrepreneurs often must give up some of their
control and ownership of their business to investors in exchange for the
funds.46 In other words, equity financing is costly to the entrepreneurs.47

42 Samuel N. Weinstein, Blockchain Neutrality, 55 GA. L. REv. 499, 500 (2020) (Blockchain
technology is transforming how markets work. Blockchains eliminate the need for trusted
gatekeepers like banks to execute, verify, and record transactions. In the financial markets,
their disruptive potential threatens both Wall Street banks and Silicon Valley venture
capitalists."); Thomas N. Doty, Blockchain Will Shape Representation of Creative Talent, 88
UMKC L. REv. 351, 351-52 (2019) (Blockchain has now disrupted the media and
entertainment industry, as well as the legal profession that supports it. Democratization and
non-fungible tokenization technology is unlocking new solutions for artists, including
independent control, licensing management, and financing opportunities without sacrificing
ownership and contract rights, including future royalties.").
43 Yan Chen, Blockchain Tokens and the Potential Democratization of Entrepreneurship and
Innovation, 61 Bus. HORIZONS 567, 573-74 (2018); Dave Roos, Here's How Blockchain Will
Eliminate Banks and Democratize Money, SEEKER (Jan. 25, 2017),
https://www. seeker.com/how-blockchain-will-eliminate-banks-and-democratize-money-
2214709749.html.
4Jonathan Rohr & Aaron Wright, Blockchain-Based Token Sales, Initial Coin Offerings, and
the Democratization ofPublic Capital Markets, 70 HASTINGS L. J. 463, 485 (2019).
0. Alan S. Gutterman, Executive Summary for Clients Regarding Venture Capital Financing,
BUSTRANSOL § 156:391 (Dec. 2021) (noting different types of financing available to
businesses). See generally, J. Brad Bernthal, The Evolution of Entrepreneurial Finance: A
New Typology, 2018 B.Y.U. L. REv. 773 (2018) (cataloguing various financial instruments
beyond debt and equity).
46 Caroline Banton, Equity Financing, INVESTOPEDIA (Apr. 2, 2021),
https://www.investopedia.com/terms/e/equityfinancing.asp (comparing equity financing and
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Debt financing, however, is cheaper than equity financing since
entrepreneurs in debt financing typically do not lose control of their business
when they obtain a loan from lenders with the promise to pay back the loan
plus interest. 48 Unfortunately, debt financing is only available if the
entrepreneurs satisfy stringent loan requirements. 49 Overall, however,
obtaining traditional debt and equity financing are difficult due to startups'
lack of credit history, credit rating, and high risks of business failure.5 0

Investors with high risk appetites like venture capitalists are more willing to
fund emerging companies with promising technologies in return for high
rewards. 51 In VC financing, entrepreneurs often lose control of their
company because the investors often control the board of directors and
management team with a focus towards exit strategy through selling the
startups to others.52 With crowdfunding, entrepreneurs solicit donations

debt financing and explaining that "[e]quity financing is the process of raising capital through
the sale of shares.").
47 Prasad Krishnamurthy, Regulating Capital, 4 HARV. Bus. L. REV. 1 (2014) ("[T]he
commonly held view that equity is more expensive than debt because shareholders demand a
higher rate of return. Therefore, by funding investments with cheap debt, a bank can increase
its value. One can continue to find statements of the view that equity is expensive--without
further elaboration--in media and industry analysis of banking regulation."); Les Nemethy,
Why Equity Can Be So Much More Expensive than Debt, SEEKING ALPHA: LES NEMETHY'S
BLOG (June 8, 2010), http://seekingalpha.com/instablog/357768-les-nemethy/80692-why-
equity-can-be-so-much-more-expensive-than-debt.
48 Banton, supra note 46 (comparing equity financing and debt financing). Emilie Aguirrej,
Beyond Profit, 54 U.C. DAVIS. L. REV. 2077, 2135-36 (2021) ("[P]ursuing debt financing
usually ensures founders retain voting control over the company, as they do not dilute their
equity in exchange for capital. Retaining voting control can help preserve the pursuit of
multiple objectives by helping prevent a loss of strategic control.").
49 Thaya B. Knight, Huiwen Leo, & Adrian A. Ohmer, A Very Quiet Revolution: A Primer on
Securities Crowd Funding and Title III of the JOBSAct, 2 MICH. J. PRIVATE EQUITY &
VENTURE CAP. LAW 135, 139 (2012) (stating that "banks have imposed increasingly stringent
requirements since the economic downturn and typically require loans to be collateralized.");
Xuan-Thao Nguyen, Banking the Unbanked Innovators, 45 J. CORP. L. 715 (2020).
50 Richard A. Booth, Sources of Capital, FINCORP § 1:9 (Dec. 2020) ("An established
business has sources of debt and equity financing not available to a start-up business.
Because it has a credit history and a credit rating, it usually may borrow funds on its own
credit without involving the stockholders. In addition, new sources of debt and equity capital
may be open to the business with an established track record.").
5 Gutterman, supra note 45 ("On the positive side is the substantial experience and
knowledge which the venture capitalist should be able to provide to young and growing
companies. Venture capitalists will be much more involved in the management and operation
of the business of the company after the investment, particularly as members of the board of
directors.").
52 Id. ("Venture capital investors typically seek control of the board of directors and often
show little patience for poor management practices or failure to meet agreed milestones and
are likely to move quickly to make changes in the management team when problems arise. In
addition, while venture capitalists understand the need for patience and long-term
involvement with portfolio companies, they will be looking to exit the relationship at some
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from ordinary investors online for their projects.53 Entrepreneurs often
utilize crowdfunding platforms for assistance in posting materials related to
potential projects and managing the collections; and in return, they pay the
platforms a percentage of the donations.5 4

The rise of blockchain is transforming how entrepreneurs obtain
finance for their business. Through token sale or "initial coin offering"
(ICO), entrepreneurs pitch their business directly to the public and sell
tokens to finance the operation and development of the enterprise's
services.55 The tokens can subsequently be traded on a secondary market via
cryptocurrency exchanges.56 The ICO initial transactions and subsequent
transactions of tokens are conducted through a distributed system of
transparency and trust, reducing the cost of capital formation.57 In other
words, the public capital markets are available to entrepreneurs worldwide,
and the funds are immediate, without the interference of traditional
intermediaries and the cumbersome process associated with raising capital.58

finite point in the future."). Mark A. Lemley & Andrew McCreary, Exit Strategy, 101 B.U. L.
REv. 1, 55-56 (2021) (noting VCs and strategies in setting startups towards acquisition by
others and that founders "who still dream of running a business long term are quickly
rebuffed.").
53 Darian M. Ibrahim, Public or Private Venture Capital, 94 WASH. L. REv. 1137, 1168-69
(2019) ("Crowdfunding is loosely defined as a startup raising money over the Internet from a
large number of investors, including people who may not be regular investors. Equity
crowdfunding implicates the U.S. securities laws, whereas rewards or donation-based
crowdfunding does not."); Seth C. Oranburg, Bridgefunding: Crowdfunding and the Market
for Entrepreneurial Finance, 25 CORNELL L. J. & PUB. POL'Y 397, 419 (2015) (explaining
how entrepreneurs can turn to crowdfunding to bridge the angel stage to VC funding period).
54 Erik Deckers, Best Crowdfunding Platforms for Your Small Business in 2021, GODADDY
(Mar. 4, 2021), https://www.godaddy.com/garage/top-crowdfunding-platforms.
5 Rohr & Wright, supra note 44, at 578-79 (remarking that "token sales are already a
competitive factor in the capital markets. The amount of money raised in ICOs and IEOs has
soared over the past several years, and this funding model has shown genuine potential to
challenge the traditional forums for capital formation: VCs and IPOs.").
56 Moran Ofir & Ido Sadeh, ICO vs. IPO: Empirical Findings, Information Asymmetry, and
the Appropriate Regulatory Framework, 53 VAND. J. TRANSNAT'L LAW 525, 527 (2020)
("After the fundraising ends, the issued tokens are generally traded on the secondary
market."); Rohr & Wright, supra note 44, at 485 (stating that the cost of structuring ICO
offerings is low and requires minimal monitoring or enforcement by the sellers, the tokens
can be purchased by any buyer with internet connection, and that blockchains possess
"extraordinary potential for capital formation, streamlining a once cumbersome process of
raising funding while holding out the hope of democratizing access to capital by unleashing
untapped entrepreneurship.").
5 Id.; Wulf A. Kaal, Digital Asset Market Revolution, 46 J. CORP. L. 909, 918 (2021) ("The
emergence of ICOs changed the funding landscape for digital asset startups and other startups
dramatically and in many ways inaugurated the rise of the digital asset market. ICOs
provided unprecedented liquidity and efficiency for capital formation while minimizing
transaction costs.").
58 See Lin Lin & Dominika Nestarcova, Venture Capital in the Rise of Crypto Economy:
Problems and Prospect, 16 BERKELEY Bus. L. J. 533, 539-40 (2019) (identifying the benefits
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Investing opportunities exist on the other side of obtaining funding.
Blockchains democratize access to investing opportunities. 59 Average
investors generally encounter very few opportunities to invest in early-stage
business enterprises.6 0 Angel investors, venture capitalists, and investment
banks are the typical investors in startups.61 For instance, in 2020, early
stage investments reached historically high levels, with $150 billion spent to
fund new deals for venture investors.62 Venture investors, however, assume
high risks in association with investments in early-stage enterprises because
the liquidity with private company investments is limited.63 The arrival of
blockchain has transformed investing opportunities, allowing average
investors equal access to invest in early-stage deals worldwide. 64 The

for the ICO issuers). The benefits that issuers enjoy include: (i) engaging the community by
enabling the ordinary blockchain enthusiast to directly contribute to the business idea instead
of limiting the investment opportunity to accredited investors; (ii) lowering transactions costs
associated with the ICO (since there is no need to hire underwriters, with the only costs being
marketing and overseeing the ICO execution); (iii) avoiding the venture capital funding
pitfalls of raising capital by stages at the expense of suffering a dilution; and (iv) community
creation, whereby the digital outreach coupled with the ICO hype offers greater marketing
exposure and concurrently engages early adopters who, in order to profit from their early
investment, will strive to market the business idea to expand its adoption and thereby
capitalize on the benefits of the network effect.
59 Kaal, supra note 57, at 920 ("Capital formation via ICOs disrupts the traditional
hierarchies in venture capital. Traditional venture capital funds typically only allow a smaller
group of elite investors to invest in highly innovative projects generally unknown to the
investing public. By contrast, ICOs provide a much more inclusive option for all investors.
ICOs increase the diversity and the heterogeneity of start-up funding. Because of the low
barrier to entry and the borderless nature of the online token sale, ICOs allow small investors
from all over the world to invest.").
60 Elizabeth Pollman, Startup Governance, 168 U. PA. L. REv. 155, 170-72 (2019)
(explaining the complex capital structure of startups and the types of investors specialized in
financing startups).
61 Cody L. Lipke, Direct Listing: How Spotify is Streaming on the NYSE and Why the SEC
Should Press Play, 12 J. BUS. ENTREPRENEURSHIP & LAW 149, 179 (2019) ("VC firms and
angel investors frequently seed early-stage companies. As the company grows, it attracts
investments from PE funds, hedge funds, investment banks, investment companies (e.g.,
mutual funds) and any number of funding sources in the private market.").
62 Joanna Glasner, North American Venture Investment Rose In 2020, Culminating With Big
Exits AndA Strong Q4, CRUNCHBASE NEWS (Jan. 15, 2021),
https://news.crunchbase. com/news/north-america-venture-investing-2020-report.
63 Robert P. Bartlett, III, Venture Capital, Agency Costs, and the False Dichotomy of the
Corporation, 54 UCLA L. REv. 37, 72 (2006) (recognizing that the "structure of the VC
market encourages VC investors to focus on achieving positive returns for several reasons.
As a general matter, venture capitalists must offer LPs the prospect of significant investment
returns in order to compensate them for the limited liquidity and significant risks associated
with start-up investments. Among early-stage venture capitalists, for instance, it is generally
assumed that an investment portfolio should yield an IRR of approximately 30 to 50
percent.").
64 Shlomit Azgad-Tromer, Crypto Securities: On the Risks oflnvestments in Blockchain-
BasedAssets and the Dilemmas of Securities Regulation, 68 AM. U. L. REv. 69, 83-84 (2018)
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average investor can purchase tokens issued by the entrepreneurs who need
to raise funding directly from members of the public for their projects.65

Moreover, by investing via a purchase of blockchain tokens, investors do
not face liquidity problems because they can sell the tokens when they
desire via the various exchanges existing as borderless through internet
connection.66 Some of the investors are themselves entrepreneurial; they
hold on to the tokens or sell the tokens for the funding of their enterprises.67

Blockchain tokens play a unique role in building a community of a new
projects or platforms. Legacy enterprises know that their platforms are
attractive to users after the platforms have acquired strong network effects.6 8

For example, Facebook, Google, YouTube, Amazon, Uber, and Airbnb,
among others, are enterprises with significant appeals to users due to the

(describing how the public can purchase tokens through ICO that the issuers typically "raise
capital through allocation of blockchain units and are often accompanied by a public relations
campaign, aimed to raise a specific target of funding and bounded in a particular time frame
for the offering. Many ICOs are accompanied by a white paper or a "plan," describing the
merits of the proposed investment offer, although officially the contractual language is
embedded in the consensus algorithm (or the smart contract), and the white paper
subordinates to the code's terms.").
65 Some token offerings, however, may be subject to regulation. See Carol R. Goforth,
Cinderella's Slipper: A Better Approach to Regulating Cryptoassets as Securities, 17
HASTINGS Bus. L. J. 271, 289 (2021); Todd Phillips, The SEC's Regulatory Role in the
Digital Asset Markets, Center for American Progress (Oct. 4, 2021),
https://www.americanprogress.org/article/secs-regulatory-role-digital-asset-markets ("As the
markets for digital assets such as cryptocurrencies grow, the U.S. Securities and Exchange
Commission and other financial regulators must impose sensible regulations on digital assets
to protect traders and investors.").
66 Azgad-Tromer, supra note 64, at 84 (identifying the various exchanges in the secondary
market for token sales).
67 Rohr & Wright, supra note 44, at 485. See also Azgad-Tromer, supra note 64, at 85
(explaining that tokens secondary markets are "fundamentally different from traditional
capital markets. The traditional market-based antidotes--signaling, underwriter reputation,
and accountant or credit-rating certification--simply do not apply as there are no underwriters,
analysts, credit rating agencies, or accountants in the crypto context. The sale is often
automated so that a smart contract is programmed to allocate tokens to third parties
immediately after payment has been received. There are no intermediaries, and no systematic
analyst coverage, other than emerging crypto analyst firm Messari and occasional reviews by
bloggers of different backgrounds and views.").
68 E. Gary Spitko, Reputation Systems Bias in the Platform Workplace, 2019 BYU L. REv.
1271, 1312 (2019) (stating the network effects are "an inherent characteristic of the platform
economy"); E. Gary Spitko, Structural-Purposive Interpretation of "Employment" in the
Platform Economy, 70 FLORIDA L. REv. 409, 435 (2018) ("Network effects are inherent to the
platform ecosystem: Obtaining a critical mass of users--both providers and consumers--is the
key to a platform's survival and success. . . . As more providers join the network, the platform
becomes more attractive to consumers, who have an easier time matching with a provider,
and as more consumers join the network, the platform becomes more attractive to providers,
who have a greater chance of matching with a consumer.").
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strong network effects they have created and nurtured over time. 69 The
strong network effects also attract third-party providers to adopt, develop,
and furnish their complementary products and services on the platforms to
enhance and expand the network effects.7 0 To compensate for a lack of
network effect, entrepreneurs turn to blockchain tokens to build a
community of early adopters and developers.7 ' Entrepreneurs issue tokens to
reward these individuals. 72 The early adopters and developers are true

69 K. Sabeel Rahman, The New Utilities: Private Power, Social Infrastructure, and the
Revival of the Public Utility Concept, 39 CARDOZO L. REV. 1621, 1069-70 & 1675-77 (2018)
(describing how Facebook, Google, Amazon, Uber and Airbnb platforms have dominated
modern economy while engaging in anticompetitive behaviors and stifling competition, as
their path "to dominance is subtle in part because it can masquerade as being consumer-
friendly: initially the aggregation of services and users on the platform simply makes the
platform more desirable and useful for consumers, but once competitors are sufficiently
weakened, these platforms can increase prices as monopolies or monopsonies."); See
generally Evgeny Morozov, Where Uber and Amazon rule: Welcome to the world ofthe
platform, " THE GUARDIAN (June 6, 2015),
http://www.theguardian.com/technology/2015/June/07/facebook-uber-amazon-platform-
economy.
70 Nikolas Guggenberger, Essential Platforms, 24 STAN. TECH. L. REv. 237, 255 (2021)
(noting that third-party "merchants, app developers, and content providers depend on
Amazon in e-commerce, Google and Apple as app store providers, Google as a search engine
operator, and Facebook as a social media platform."); Nancy Leong & Aaron Belzer, The
New Public Accommodations: Race Discrimination in the Platform Economy, 105
GEORGETOWN L. J. 1271, 1271 (2017) ("Platform economy businesses use online platforms
to connect providers of goods and services--such as drivers and landlords--with users of those
goods and services--such as passengers and renters."); Orly Lobel, The Law of the Platform,
101 MINNESOTA L. REV. 87, 137 (2016) (offering an optimistic perspective of platforms by
providing an example of Amazon's Mechanical Turk: "an online platform that pays
independent contractors cents per task" and that "[m]illions of individual providers can speak
directly to each other"); J. Gregory Sidak, Do Free Mobile Apps Harm Consumers?, 52 SAN
DIEGO L. REV. 619, 690 (2015) ("There is now robust competition among providers of
operating systems, such as Apple and Google, to attract app developers to their respective
platforms. Each company strives to make its app development kits more powerful and
accessible to app developers. The result is greater competition among providers of mobile
operating systems for app developers. Competition among app developers also increases the
quality of apps and thus enhances the consumer experience."). The strong network effects
exploited by platforms, however, have resulted in anticompetitive behaviors. See Silvia
Beltrametti, Capturing the Transplant: U.S. antitrust Law in the European Union, 48 VAND. J.
TRANSNAT'L L. 1147, 1185 (2015) (stating that "platform economies where the network
effects are strong" that facilitate "the formation of monopolies" and raise "entry barriers for
competitors."). Some scholars question how to respond to regulating platform businesses. See
generally, Eric Biber et al., Regulating Business Innovation as Policy Disruption: From the
Model T to Airbnb, 70 VAND. L. REv. 1561 (2017).
71 Marco Dell'Erba, From Inactivity to Full Enforcement: The Implementation of the "Do No
Harm "Approach in Initial Coin Offerings, 26 MICH. TECH. L. REv. 175, 188 (2020) ("By
distributing tokens for free to members of their community to encourage the token's adoption
and usage, developers hope to increase demand, and thus the value, of the token.").
72 Id. at 188 (emphasizing that tokens "are generally distributed to community members of
the ICO project who were engaged with the development of the community. Their



BLOCKCHAIN GAMES

believers who share the visions of the new projects, enterprises, or
ecosystems.73 These true believers are the pioneers, builders, and promoters
of the network effects.74 The blockchain tokens, therefore, are strategically
used to entice and compensate the adopters and developers for the lack of
network effects and reward them for their own entrepreneurship.75

Another function of blockchain tokens in shaping entrepreneurship is
to potentially encourage and facilitate open-source projects.76 Before the
emergence of blockchain, society-at-large has greatly benefitted
technologically from open-source.77 From the notable to the obscure, 78 from

engagement is measured through specific parameters, including the consistency and quality
of the contribution to topics related to the project, and the duration of the community
membership (with older members having priority over newer ones)"); Mark Fenwick & Erik
P.M. Vermeulen, Technology and Corporate Governance, 48 TEX. J. BUS. L. 1, 14 (2019)
("Tokens can provide the right incentives to all stakeholders, bind them into the platform,
facilitate connections to a community that matters to them, and help build a strong and open
culture of involvement, engagement, and connectivity.").
73 Chris Dixon, Crypto Tokens: A Breakthrough in Open Network Design, MEDIUM (June 1,
2017), https://medium.com/@cdixon/crypto-tokens-a-breakthrough-in-open-network-design-
e600975be2ef ("Token networks align network participants to work together toward a
common goal - the growth of the network and the appreciation of the token." Tokens enable
"new ways to incentivize open network participants, including users, developers, investors,
and service providers.").
7 Ravikant Agrawal, Blockchain: Token Network Effect, a Concept Worth Exploring,
MEDIUM (July 30, 2018), https://ravikantagrawal.medium.com/blockchain-token-network-
effect-a-concept-worth-exploring-78461ccab335 (explaining token network effect and
providing examples of how various projects and innovations are born); DELOITTE,
TOKENIZATION: THE FUTURE OF THE PLATFORM BUSINESS MODEL: SUSTAINABLE GROWTH

THROUGH BLOCKCHAIN-BASED INCENTIVES, (July 28, 2020),
https://www2.deloitte.com/content/dam/Deloitte/nl/Documents/risk/deloitte-nl-risk-
tokenization-paper-final.pdf.
5 Malcolm Campbell-Verduyn & Marcel Goguen, A Digital Revolution Back to the Future:

Blockchain Technology and Financial Governance, 37 BANKING & FIN. SERVICES POL'Y REP.
1, 7 (2018) (commenting that the protocol underpinning blockchains incentivizes "users to
verify one another's transactions as quickly as possible through a gamification linking
individual self-interest in accumulating monetary tokens as rewards with the wider
community benefit of publicly displayed transaction records.").
76 Dixon, supra note 73 ("Tokens are a breakthrough in open network design that
enable . . . the creation of open, decentralized networks that combine the best architectural
properties of open and proprietary networks."). Examples of well-designed token networks to
overcome the bootstrap problem include Steemit, "a decentralized Reddit-like token network
that makes payments to users who post and upvote articles. When Steemit launched last year,
the community was pleasantly surprised when they made their first significant payout to
users." Id.
7 Patricia Johnson, 7 Open Source Projects We Love, WHITESOURCE (Feb. 13, 2020),
https://www.whitesourcesoftware.com/resources/blog/7-open-source-projects-we-love;
Avneesh Agarwal, Finding the Right Open Source Projects to Contribute To, DEV
COMMUNITY: BYTESLASH (Oct. 7, 2021), https://dev.to/byteslash/finding-the-right-open-
source-projects-to-contribute-to-500j.
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WikiLeaks7 9 to Wikipedia,80 a myriad of open-source projects have created
value for society. 81 Through open-source software projects, the public
enjoys software innovation as developers contribute to writing and fixing
code.82 Through open-source projects, the public learned about the Pandora
Papers, where twelve million documents revealed how the elite shield
wealth and engage in tax avoidance and money laundering activities.83
Wikipedia provides enormous value with its vast database of information in
many languages, but Wikipedia also relies on donations from the public for
continued development.8 4

78 See generally, Zivtech Staff, The Benefits of Open Source Software, ZIVTECH (July 12,
2019), https://www.zivtech.com/blog/benefits-open-source-software; Greg R. Vetter, The
Collaborative Integrity of Open-Source Software, UTAH L. REv. 563 (2004).
79 See Category: Open Source, WIKILEAKS, https://wikileaks.org/wiki/Category:Open Source.
On its main page, WikiLeaks explains that "WL Research Community-user contributed
research based on documents published by WikiLeaks." See https://wikileaks.org/.
80 Lee F. Peoples, The Citation of Wikipedia in Judicial Opinions, 12 YALE J. L. & TECH. 1, 3
(2009-10) (explaining the origin of Wikipedia which began in 2001 as open source offshoot
of Nupedia); Andrew George, Avoiding Tragedy in the Wiki-Commons, 12 VA. J. L. & TECH.
8, 9 (2007) ("Participants in Wikipedia and the open-source movement devote substantial
amounts of time with no expectation of direct compensation, often at great opportunity
cost.").
81 Charles R. McManis & Eul S. Seo, The Interface of Open Source and Proprietary
Agricultural Innovation: Facilitated Access and Benefit-Sharing under the New FAO Treaty,
30 WASH. U. J. L. & POL'Y 405, 444-45 (discussing how the open-source movement began
with software and extends to biotechnology sector); Allen K. Yu, Enhancing Legal Aid
Access Through an Open Source Commons Model, 20 HARV. J. L. & TECH. 373, 379-80
(2007) (identifying different open source commons projects).
82 Eli Greenbaum, The Non-Discrimination Principle in Open Source Licensing, 37 CARDOZO
L. REV. 1297, 1335 (2016) (quoting that "history has shown that software innovation "has
occurred first in communities of free sharing, where patenting has been systematically
discouraged"). See also V.K. Unni, Fifty Years of Open Source Movement: An Analysis
Through the Prism of Copyright Law, 40 S. ILL. U. L. J. 271 (2016); Jonathan Zittrain,
Normative Principles for Evaluating Free and Proprietary Software, 71 U. CHI. L. REv. 265
(2004).
83 Emily Kubincanek, Panama, Pandora, and Pentagon Papers: 10 of the Most
Groundbreaking Leaks in History, GWINNETT DAILY POST (Nov. 15, 2021),
https://www.gwinnettdailypost.com/multimedia/slideshows/panama-pandora-and-pentagon-
papers-10-of-the-most-groundbreaking-leaks-in-history/collection_565e3496-bOca-5fbc-
b9d2-59ad4496163f.html (reporting that in October 2021, International Consortium of
Investigative Journalists published the "first leaks of what would total almost 12 million
documents."); Pamela Duncan, Sein Clarke, & Caelainn Barr, Almost a Million Bibles of
Data: the Pandora Papers in Numbers, THE GUARDIAN (Oct. 4, 2021),
https ://www.theguardian.com/news/2021/oct/04/almost-a-million-bibles-of-data-the-pandora-
papers-in-numbers.
84 Here is a Wikipedia's donation message: "We ask you, humbly: don't scroll away. Hi
reader. This is the 9th time we've interrupted your reading recently, but 98% of our readers
don't give. Many think they'll give later, but then forget. This Friday we ask you to protect
Wikipedia. All we ask is $2.75, or what you can afford, to secure our future. We ask you,
humbly: Please don't scroll away. If you are one of our rare donors, we warmly thank you."
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The bootstrap and cash-strap problems faced by open-source projects
raise this question: why does begging for funds exist when tokens can be
issued for funding purposes? Moreover, core developers or contributors in
existing open-source projects don't receive compensation. Why, then, must
they continue to bootstrap projects? By leveraging blockchain models, open-
source projects receive funding for their ongoing development through
token sales and incentivize developers through token rewards." The core
developers of open-source projects can also share in the success because
platforms reward them with tokens that they can either keep or sell off as

they wish to capitalize on their shares of the success.86
In summary, blockchain technology supplies a new means for

democratization of funding, investment, and participation. Entrepreneurs in
different sectors worldwide can utilize blockchain technology to make an
impact through their own visions of innovation. In particular, they have
tackled disruption of the formidable gaming sector.

III. GAMING GATEKEEPERS AND DISRUPTORS

A. Gaming Industry and Gatekeepers

Players in the gaming industry constitute an astonishingly large portion
of the global population. There are 2.9 billion people worldwide playing
games.8 7 For the games market, the industry generated a value of $180.3

85 Scott, The Tokenization of Open Source, MEDIUM: DEV PROTOCOL (Oct. 19, 2020),
https://medium.com/devprtcl/the-tokenization-of-open-source-10ee0ea90607 (explaining the
token economy for open source software ("OSS") that OSS projects "can receive long-term
funding and build underlying incentive models for their projects."). For instance, "Dev
Protocol sends the creator rewards, minted DEV earned from supporters' staking, to the
holder(s) of the respective creator token. Creators can share these tokens with their projects
stakeholders such as maintainers, dependencies, or their biggest supporters. Each holder will
receive the creator rewards proportional to the amount of creator tokens held. The underlying
value of creator tokens is the generated yield from supporters' staking." Id.; Nicholas
Tomaino, Do Crypto-Token Sales Make Sense for Open-Source Projects? COINDESK (Sept.
11, 2021), https://www.coindesk.com/markets/2016/09/04/do-crypto-token-sales-make-
sense-for-open-source-projects.
86 Raina S. Haque et al., Blockchain Development and Fiduciary Duty, 2 STAN. J.
BLOCKCHAIN L. & POL'Y 139, 150 (2019) (observing that ownership of coins and tokens is
"the economic incentive that keeps developers, miners, and other network participants to
work to maintain the integrity of a blockchain network that uses the PoW consensus
mechanism.").
87 Tom Wijman, Global Games Market to Generate $175.8 Billion in 2021; Despite a Slight
Decline, the Market Is on Track to Surpass $200 Billion in 2023, NEWZOO (May 6, 2021),
https://newzoo.com/insights/articles/global-games-market-to-generate-175-8-billion-in-2021-
despite-a-slight-decline-the-market-is-on-track-to-surpass-200-billion-in-2023.
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billion in revenue in 202188 and is expected to reach a revenue of $268
billion by 2025.89 The revenue from game surpasses the total combined
revenue of movies ($45 billion), live music ($30 billion), ad-supported
video on demands ($30 billion) and recorded music ($21 billion). 90 The
growth rate in the gaming industry generates both admiration and envy from
other sectors, surging from $8 billion in 2006 to $160 billion in 2020.91
Regarding profits, while other media sectors suffer losses, the gaming
industry enjoys large returns and gained $180 billion in profits in 2021.92

The growth in revenue and profits warrants a closer look at the
business model in the gaming industry. The industry is known for treating
workers who create games as "disposable."93 Long working hours typically
extend to 14-hour working days and weekends.94 Creative employees in the
gaming industry sleep in the office instead of going home.95 They develop
games but must "build their lives around the studios" for the crunch
conditions.96 Founders of some studios exploit their employees with 100-

88 Tom Wijman, The Games Market and Beyond in 2021: The Year in Numbers, NEWZOO
(Dec. 22, 2021), https://newzoo.com/insights/articles/the-games-market-in-2021-the-year-in-
numbers-esports-cloud-gaming.
89 Video Game Industry Statistics, Trends and Data in 2021, WEPC (Nov. 17, 2021),
https://www.wepc.com/news/video-game-statistics/. Other reports circulated that in 2021 the
video game industry is $175 billion or larger. See Bitkraft Ventures & Naavik, Gaming
Industry Nearly Twice as Large as Reported, at $336B, BITKRAFT (Sept. 15, 2021),
https ://www.bitkraft.vc/gaming-industry-market-size.
90 Michael Mamerow, Gaming Industry vs. Other Entertainment Industries, RAISE YOUR
SKILLZ (2021), https://raiseyourskillz.com/gaming-industry-vs-other-entertainment-
industries-2021/ (providing a chart of media revenue in 2020 by category). See also Wallace
Witkowski, Videogames are a Bigger Industry than Movies and North American Sports
Combined, Thanks to the Pandemic, MARKETWATCH (Jan. 2, 2021),
https://www.marketwatch.com/story/videogames-are-a-bigger-industry-than-sports-and-
movies-combined-thanks-to-the-pandemic-11608654990.
91 Mamerow, supra note 90.
92 Teodora Dobrilova, How Much Is the Gaming Industry Worth in 2021? [+25 Powerful
Stats], TECHJURY (Feb. 6, 2022), https://techjury.net/blog/gaming-industry-worth/#gref.
93 Jeff Grubb, A Heartbreaking Story of Getting into the Games Industry, VENTUREBEAT (Oct.
22, 2018), https://venturebeat.com/2018/10/22/game-developers-are-disposable/.
94 Id. See also Alana Semuels, 'Every Game You Like Is Built on the Backs of Workers.' Video
Game Creators Are Burned Out and Desperate for Change, TIME USA (June 11, 2019),
https://time.con5603329/e3-video-game-creators-union (describing the working conditions,
"nightmare hours and job uncertainty faced by workers in the game industry).
95 Grubb, supra note 93; Todd Martens, Long Hours and "A Pile of White Dudes": Annual
Survey Looks at Game Industry Working Conditions, LA TIMES (Jan. 24, 2020),
https://www.latimes.com/entertainment-arts/story/2020-01-24/game-developers-survey-
work-conditions.
96 Martens, supra note 95; Michael Thomsen, Why is the Games Industry So Burdened With
Crunch? It Starts With Labor Laws, WAPO (Mar. 24, 2021),
https://www.washingtonpost.com/video-games/2021/03/24/crunch-laws (reporting that "40
percent of game developers reported working crunch time" of "at least 20 extra hours on top
of their standard 40-hour workweek" but only "8 percent said they received extra pay for
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hour weeks. 97 Employers know that since individual developers love to
create games, the job insecurity and the crunch conditions do not deter
passionate and creative individuals from seeking jobs in the gaming
industry.98

The gaming industry features powerful gatekeepers who are publishers
of games.99 The publishers generally comprise of larger corporations with
the resources to take games to the finish line and into the market of
players.100 The publishers provide resources and expertise related to the
production, delivery, and support for games on their platforms."" They
market and enhance the visibility of games, including electing to showcase
certain games through dedicated launches or game stores.0 2 The publishers
also furnish developers with the necessary finances to create and produce
games.0 3 Some large publishers, however, nurture a home-grown games

those hours."); Jason Schreier, Making Video Games Is Not a Dream Job, N.Y. TIMEs (Apr. 4,
2019), https://www.nytimes.com/2019/04/04/opinion/video-games-layoffs-union.html
("Worker exploitation has always been part of the video game industry's DNA.").
97 Sam Forsdick, Dark Side of Working in the Video Game Industry: 100-hour Weeks and
On-the-Spot Sackings, NS Bus. (Nov. 16, 2018), https://www.ns-
businesshub.com/business/working-conditions-in-the-video-game-industry/ ("For many
people, the chance to make PS4 and Xbox games is a dream job -but the reality of working
conditions in the video game industry can be six-day working weeks, 24-hour shifts and
unrelenting stress.").
98 Grubb, supra note 93; Schreier, supra note 96 ("For many kids who grew up with
controllers in their hands, being a game developer is a dream job, so when it comes to talent,
supply is higher than demand."); see also Mark W. Kaelin, 7 Myths About the Video Game
Industry and Game Developer Jobs, TECHREPUBLIC (Mar. 5, 2021),
https://www.techrepublic.com/article/7-myths-about-the-video-game-industry-and-game-
developer-jobs/ (stating that job gaming industry is cutthroat and job security can be directly
tied to a development project.").
99 During the first quarter of 2021, Microsoft reported $5 billion in games revenue and the
Company planned to expand to Africa for its xCloud gaming services. See Kellen Browning,
In a World Let Loose, Video Game Makers Are 'Doubling Down', N.Y. T IMES (July 23,
2021), https://www.nytimes.com/2021/05/30/business/video-games-after-pandemic.html.
100 Tomas Zegarra, Game Developers vs Game Publishers: What's the Difference? HP: HP
TECH TAKEs (July 19, 2020), https://www.hp.com/us-en/shop/tech-takes/game-developers-
vs-game-publishers (explaining the division between game developers and publishers based
on their expertise, experience, and games finance structures).
101 Id.
102 Releasing a game is an important event that publishers must carefully consider a number
of factors to ensure successful launches. Christopher Dring, When to Release a Game: Ten
Things to Consider When Choosing a Video Game Release Date, GAMESINDUSTRY (Jan. 16,
2020), https://www.gamesindustry.biz/articles/2019-03-01-when-to-release-your-video-game.
Publishers are in control of pushing games to players at their game stores. See Visibility on
Steam, STEAMWORxs https://partner.steamgames.com/doc/marketing/visibility.
103 Gamingstreet Staff, Understanding the Relationship between Game Developers and
Publishers, MEDIUM GAMESTREET (Sept. 4, 2019), https://gamingstreet.com/game-developer-
publisher-relationship (explaining the relationship between developers and publishers of
games where developers benefit "from the marketing expertise and financial backing of a
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division, and they publish both home-grown games and third-party games.
Overall, publishers invest enormous resources in games and, to ensure
handsome profits, they often dictate or influence games development. 105

Publishers exert control over developers in the concept and content creation
of games, decisions regarding when and how to release content, and the
maximized monetization of content.106

Major games publishers today include Activision Blizzard, Valve,
Bethesda Softworks, Electronic Arts, Ubisoft, and Sega. 107 Microsoft
extended into the game industry through its Xbox console and later launched
a streaming service to enable players to stream Xbox games.108 In January
2022, Microsoft expanded its prowess in the gaming industry by announcing
its pending acquisition of Activision.109 Other tech giant companies like

publisher" and the publishers "expand their portfolio of titles by partnering with or acquiring
independent game developers.").
104 For instance, TenCent is "the world's biggest video games developer and publisher, with
hundreds of titles and millions of players." Tencent Games, DESIGN STUDIO,
https://design.studio/work/tencent-games. The Company has five "internal game
development studios: TiMi Studio Group headquartered in Shenzhen; Lightspeed & Quantum
Studio Group in Shenzhen and Los Angeles; Aurora Studio Group in Shanghai, China; and
Morefun Studio in Shenzhen." Tencent, WHIIPEDIA, https://en.wikipedia.org/wiki/Tencent.
The Company publishes many famous games, including Riot Games' League of Legends and
Activision's Call of Duty.
105 Zegarra, supra note 100 ("The game developer may lay the foundation for a video game,
but since the publisher is looking down the road at marketability, they may add on certain
aspects during conception to help sell the game. . . . Rarely does the vision of a game remain
the same at the moment of creation to the day of release. A publisher's input at this stage can
mean the difference between success and failure post-launch.").
106 Paul Trowe, The Difference between a Video Game Developer and Publisher, MEDIUM
(June 17, 2018), https://medium.com/@PaulTrowe/the-difference-between-a-video-game-
developer-and-publisher-c6038324ee56 ("When publishers like a game, they may fund it and
then create milestones for its production. As the game nears completion, publishers market
and distribute the final product."); Michael Cohen, Publishers Are Dictating What Esports
Will Be, TORTE DE LINI (Oct. 27, 2019), https://tortedelini.com/2019/10/27/publishers-are-
dictating-what-esports-will-be.
107 Zegarra, supra note 100; Calvin Kingston, Game Publishing 101 - What is a Video Game
Publisher? BLACKBELT GAMER (Jan. 4, 2021), https://blackbeltgamer.com/what-is-a-video-
game-publisher (recognizing that game publishers are in control of "funding, marketing and
distribution, just to name a few. In exchange for these services, publishing companies receive
a portion of profits from the game. Video game publishers have a huge impact on the final
success of a game.").
108 Microsoft is the world's largest software company and the world's fourth largest video
game company. Top 10 Biggest Video Game Companies in the World 2021, ALL TOP
EVERYTHING: COMPANIES, https://www.alltopeverything.con/top-10-biggest-video-game-
companies. Microsoft's $11.6 billion gaming revenue was "primarily generated by
Microsoft's new next-gen Xbox Series X/S sales of course, but Microsoft additionally
develops video games itself or owns studios that do." Id.
109 Microsoft to Acquire Activision Blizzard to Bring the Joy and Community of Gaming to
Everyone, Across Every Device, MICROSOFT: NEWS CENTER (Jan. 18, 2022),
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Facebook, Google, and Apple also entered the gaming industry with game
streaming platforms like Facebook's Unity Technologies, Google's Stadia,
and Apple Arcade. 110 Facebook, anticipating games in the metaverse,
changed its holding company's name to Meta."'

Game publishers, traditional or tech giants, continue to dictate how
games are developed, monetized, and distributed. An entrepreneur with a
desire to create games faces daunting barriers. Solo developers are non-
existent today. 112 Indie game developers are entities with up to 100
employees with limited resources working on either a single game or a small
group of games."3 The fiercely competitive gaming business environment,
however, is not conducive for indie games companies to succeed, and many
game studios fail before they can accumulate a loyal fanbase. 114

Alternatively, entrepreneurs are beholden to game publishers to provide
games development under a contract where the publishers dictate the game's
vision and creative control."'

https://news.microsoft.com/2022/01/18/microsoft-to-acquire-activision-blizzard-to-bring-the-
joy-and-community-of-gaming-to-everyone-across-every-device; Karen Weise et al.,
Microsoft Will Buy Activision Blizzard, Betting $70 Billion on the Future of Games, N.Y.
TIMES (Jan. 18, 2022), https://www.nytimes.com/2022/01/18/business/microsoft-activision-
blizzard.html#:-:text=Daily%20Business%20Briefing-

,Microsoft%20will%20buy%2OActivision%2OBlizzard%2C%20betting%20%2470%2Obillio
n%20on%2Othe,the%20world's%20most%20popular%2Ogames ("The takeover of Activision
would make Microsoft the world's third-largest gaming company by revenue").
110 Andrew Beattie, How the Video Game Industry Is Changing, INVESTOPEDIA (Oct. 31,
2021), https://www.investopedia.com/articles/investing/053115/how-video-game-industry-
changing. asp; Malcolm Owen, Apple Considered Making a Cloud Gaming Service Alongside
Apple Arcade, APPLEINSIDER (Oct. 17, 2021),
https ://appleinsider.com/articles/2 1/10/17/apple-considered-making-a-cloud-gaming-service-
alongside-apple-arcade.
"' Elizabeth Dwoskin, Facebook is Changing Its Name to Meta as It Focuses on the Virtual
World, WASH. POST (Oct. 28, 2021),
https://www.washingtonpost.com/technology/2021/10/28/facebook-meta-name-change/;
Leon Zhang, The Real Reason Facebook is Changing Its Name to Meta, UX DESIGN (Oct. 28,
2021), https://uxdesign.cc/the-real-reason-facebook-is-changing-its-name-to-meta-what-you-
must-know-from-facebooks-2021-e8f12cdc797c; Derek Saul, Facebook Dives Deeper Into
The Metaverse Two Months After Meta Name Change, FORBES (Dec. 9, 2021),
https://www.forbes.com/sites/dereksaul/2021/12/09/facebook-dives-deeper-into-the-
metaverse-two-months-after-meta-name-change/?sh=742d4eee lf7b.
112 Ethan Scully, Best Games Made By One Person - The Top Video Games Created By a
Single Developer, CAREER KARMA (Aug. 1, 2020), https://careerkarma.com/blog/games-
made-by-one-person/ (furnishing a list of notable games designed by solo developers); Ben
Sillis, One Man Band: The Amazing Games Made by Solo Devs, RED BULL (Aug. 2, 2016),
https://www.redbull.com/us-en/one-man-band-the-amazing-games-made-by-solo-devs. Even
notable solo developer still need outside assistance in game development. See Zegarra, supra
note 100.
113 See Zegarra, supra note 100.
114 Id. (observing that many studios fail before they could gain a loyal fanbase).
"1 Id
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The arrival of the blockchain is a perfect storm to disrupt the gaming
industry.

B. Blockchain Games Disruptors

For entrepreneurs with passion and dreams of breaking through the
barriers to enter the gaming industry, the world of crypto collides and jolts
the world of games worldwide, creating new opportunities. 116 The
democratization characteristics of blockchains for funding, investing, and
community-building weaponize the entrepreneurs to disrupt the gaming
industry. As a case study, this section will analyze Axie Infinity, the poster
child of disruptors in the gaming industry." 7

In late 2017 and early 2018, three Vietnamese, one Norwegian and one
American gamer founded Sky Mavis studio in Ho Chi Minh City to develop
a blockchain game called Axie Infinity. 118 Three years later, by early
October 2021, Axie Infinity shocked the world of VC finance and the
gaming industry with phenomenal valuations."19 Axie Infinity had reached
$3 billion equity valuation.120 Axie Infinity's native tokens AXS were then
trading at $110, with the market cap of $7.8 billion and at a $29.5 billion

116 Nick Stat, There's a platform war brewing in NFT gaming. Here's what it means.,
PROTOCOL: GAMING (Oct. 27, 2021), https://www.protocol.com/video-game-remaster-
remake-boom ("Valve's NFT ban has created the makings of a platform war in the
burgeoning blockchain gaming space.").
1 Leah Callon-Butler, Most Influential 2021: Trung Nguyen, COINDESK (Dec. 8, 2021),
https://www.coindesk.com/business/2021/12/08/most-influential-trung-nguyen (reporting on
how Axie Infinity started with the "play-to-earn" phenomenon began, and other blockchain
games followed).
118 Chia S6, Inspiring Characters 2021: The Developers of Vietnamese Game Worth Billions
of USD, VIETNAMNET (Dec. 14, 2021), https://vietnamnet.vn/en/feature/inspiring-characters-
2021-the-developers-of-vietnamese-game-worth-billions-of-dollars-800804.html.
119 Sky Mavis received $152 million on a total valuation for the company at almost $3 billion
in Series B funding round led by elite VC firms Andreessen Horowitz, Accel and Paradigm.
See Kate Clark & Hannah Miller, Andreessen Horowitz Values Developer ofNFT Game Axie
Infinity at $3 Billion, THE INFORMATION (Oct. 4, 2021),
https ://www.theinformation.com/articles/andreessen-horowitz-values-developer-of-nft-game-
axie-infinity-at-3-billion; Lucinda Shen & Jessica Mathews, Axie Infinity is a Sexy New
Blockchain-Based Model of Gaming But It's Facing The Same Old Crypto Pitfalls,
FORTUNE (Nov. 29, 2021), https://fortune.com/2021/11/29/axie-infinity-is-a-sexy-new-
blockchain-based-model-of-gaming-but-its-facing-the-same-old-crypto-pitfalls; Morning
Express Staff, From the Phenomenon of 'Billion Dollars'Axie Infinity: How to Value the
Game Company NFT? MORNING EXPRESS (Aug. 15, 2021), https://morningexpress.in/from-
the-phenomenon-of-billion-dollars-axie-infinity-how-to-value-the-game-company-nft.
120 How Axie Infinity's $ 3 Billion Valuation Led the Crypto Gambling Frenzy, TITLE PRESS
(Oct 6, 2021), https://tittlepress.com/crypto/1204714 ("Axie Infinity, the most popular
cryptocurrency game and metaverse project using blockchain, has achieved a stock valuation
of $ 3 billion and a fully diluted valuation of $30 billion.").
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fully diluted market cap.121 In other words, Axie Infinity is perched as one of
the most valuable game companies in the world.12 2 Venture capitalists and
institutional investors vie for their stakes in Sky Mavis, the parent company
of Axie Infinity. Prominent VC firms in Silicon Valley like Andreessen
Horowitz, Accel, and Paradigm fuel Sky Mavis with the latest round of
funding to scale Axie Infinity's infrastructure, growth, and distribution
platforms.123

In 2021, Axie Infinity became the most popular blockchain game
worldwide, transforming gainers into adopters and believers of the complex
gaming ecosystem based on unique NFTs with different scarcity and utility
levels. 124 In Axie Infinity, the gamers are not there to play games for
entertainment purposes. Gamers spend time, strategies, and skills to breed
and battle teams of creatures called Axies that are NFTs. They fiercely
compete against each other to victory, and they play to earn and own their
hard-earned new property.125 Winning games earns Smooth Love Potion or
SLPs, in-game tokens developed on the ERC-20 protocol, which are needed
to breed new and rare Axies NFTs created on the Ethereum ERC-721

12 Joseph Young, Metaverse Heats Up: How Axie Infinity's $3B Valuation Led Crypto Game
Frenzy, FORBES (Oct. 6, 2021),
https://www.forbes.com/sites/youngjoseph/2021/10/06/metaverse-heats-up-how-axie-
infinitys-30b-valuation-led-crypto-game-frenzy/?sh=7d31374625c6.
122 How Axie Infinity Got to a $30 Billion Market Cap, WATCHER NEWS (Oct. 24, 2021),
https://watcher.guru/news/how-axie-infinity-got-to-a-30-billion-market-cap.
123 Ralph Jennings, Vietnamese Maker of Blockchain-Based Game Axie Infinity Raises $152
Million In Funding Led ByAndreessen Horowitz, FORBES (Oct. 6, 2021),
https://www.forbes.com/sites/ralphjennings/2021/10/06/vietnamese-maker-of-blockchain-
based-game-axie-infinity-raises-152-million-in-funding-led-by-andreessen-
horowitz/?sh=2c3 3e5a5b4ae.
124 For an in-depth explanation of the game ecosystem, see Jan Baeriswyl, Understanding
P2E 2.0: Axie Infinity Deep Dive, OUTLIER VENTURES (July 2021),
https://outlierventures.io/research/understanding-p2e-2-0-axie-infinity-deep-dive. See also
Andrew James Lom & Rachael Browndorf, Anatomy of an NFT, NORTON ROSE FULBRIGHT:
PUBLICATIONS (Apr. 2021), https://www.nortonrosefulbright.com/en-
us/knowledge/publications/5995f99d/anatomy-of-an-nft (" [I]n the gaming world, an NFT
could be tied to certain in-game items such as a character, a "skin" or a rare gaming asset.
Each item could be uniquely coded that would exist in the gamer's account as long as the
gamer owns it. It could even be transferred, traded or loaned to another account for a certain
period of time. An NFT could also represent an accomplishment in a game-for example,
you receive an NFT once you reach level 100.").

How Axie Infinity Got to a $30 Billion Market Cap, WATCHER NEWS (Oct. 24, 2021),
https://watcher.gun,/news/how-axie-infinity-got-to-a-30-billion-market-cap (observing that
Axie Infinity's popularity exists "because it's a play-to-earn game" and the game's
"decentralized community ownership incentive" provides "players with property rights" that
"players are able to sell their own game assets to anyone in the world. Players can also earn
liquid tokens for taking part in the game. Additionally, players own a piece of the game.").
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protocol. 126 The rarest Axies were sold in the hundreds of thousands
dollars.12 7 For instance, Origin Axies and Mystic Axies are NFTs among the
rare Axies.128 Each of these rare Axies is unique with its distinctiveness,
upgraded aesthetics, characteristics, and fighting prowess.12 9 One Mystic
Axie with four mystic parts was priced at 5,000 ETH or $13,3337,875 in
August 2021.130

Axie Infinity carefully designed the game with structures to regulate
supply. 3 ' Illustratively, an SLP is permanently removed from the supply
pool once the SLP is used in the breeding of an Axie.13 2 By removing used
SLPs, the game controls inflation. 133 Also, more SLPs are required to
support the higher the breed count of the parent Axies. 134 Again, this
mechanism forms part of the supply regulation. Moreover, Axies face a
breeding limit, and the ability to breed decreases over time.3 5 That means
there is a cap on the growth of all Axies, rendering them both scarce and
valuable cryptoassets.

Further, the breeding of an Axie depends on its parents or genetic
algorithm, and each Axie born is an ERC-721 NFT token with various levels

126 Baeriswyl, supra note 124 (stating that the players also need some gas fee in breeding
Axie NFTs). See also Breeding and $SLP, WHITEPAPER: AXIE INFINITY,
https://whitepaper.axieinfinity.com/gameplay/breeding [https://perma.cc/L3E7-D5US]
(explaining the process of breeding Axies and the cost of breeding Axies) (last visited Feb.
14, 2022).
127 Modesta Masoit, How to Value Axie Infinity's Axie NFTs, DAPPRADAR (Apr 22, 2021),
https ://dappradar.com/blog/how-to-value-axie-infinitys-axie-nfts.
128 FAQ, AxIE INFINITY, https://axieinfinity.com/faq; Level Dash, Axie Infinity Guide: What
are Mystic Axies? LEVEL DASH (Aug. 5, 2021), https://leveldash.com/what-are-mystic-axies/.129 FAQ, AxIE INFINITY, https://axieinfinity.com/faq.
130 Level Dash, Axie Infinity Guide: What are Mystic Axies? LEVEL DASH (Aug. 5, 2021),
https ://leveldash.com/what-are-mystic-axies.
131 Breeding and $SLP, WHITEPAPER: AXIE INFINITY,
https://whitepaper.axieinfinity.com/gameplay/breeding ("Like real-world pets, Axies can be
bred to create new offspring. To avoid hyperinflation of Axies there is a maximum amount of
times an Axie can be bred before it is sterile. Breeding an Axie costs AXS and some Smooth
Love Potions depending on how many times the Axies have been bred. The AXS portion is
variable and subject to adjustment based on a myriad of economic factors."),
132 Baeriswyl, supra note 124 (explaining the Axie Infinity game ecosystem).
133 See id.
134 Cheeky Kid, "Axie Infinity": Breeding Guide, LEVELSKIP (Dec. 8, 2021),
https://levelskip.com/mobile/Axie-Breeding-Guide ("Each Axie can be used for breeding for
total amount of 7 times. For every breeding instance, you need 0.5 AXS and a certain amount
of SLP, depending on the breed count of each participating Axie. While the required amount
of AXS is fixed for all breeding instances, the required amount of SLP depends on the breed
count of the two Axies that are being bred.").
135 Breeding and $SLP, WHITEPAPER: AXIE INFINITY,
https://whitepaper.axieinfinity.com/gameplay/breeding (providing a chart of Breed Count,
Breed Number and SLP Cost Per Parent).
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of rarity and in-game utility.1 36 Consequently, battling Axies is a highly
complex and strategic game for players.137 The games players breed and
battle hold real economics: players earn profit SLPs while they play; and
players can breed, raise, battle, keep, or sell their hard-earned unique Axie
NFTs in the marketplace.38 Axie Infinity takes 4.25% commission fee for
any sale transaction involving Axies.139

Axie Infinity also releases its own governance ERC-20 tokens called
Axie Infinity Shard ("AXS") tokens. 140 In early November 2020, Axie
Infinity held a public sale of some of AXS at the price of $0.1.141 In the
crypto parlance, sharding is "synonymous with the idea of splitting
ownership among a large group of people." 142 Axie Infinity Shards
governance tokens suggest that "ownership of the game will be in some way
distributed amongst its holders."143 Accordingly, Axie Infinity uses AXS as
rewards for playing games and participating in governance votes, but AXS

136 See Baeriswyl, supra note 124. See also Aaron Donald, Axie Infinity Breeding Guide,
ALPHR (Dec. 6, 2021), https://www.alphr.com/axie-infinity-breeding-guide/ (mapping Axie
intricacies for breeding, genetics, mutations, and costs).
137 Vendata, Axie Infinity Strategy Guide: Choosing The Right Axies For Battles, (July 19,
2021), https://www.publishOx.com/axie-infinity-research-and-journey/axie-infinity-strategy-
guide-choosing-the-right-axies-for-ba-xoomnlm ("Axie Infinity is a complex and strategical
game, and so involves a range of strategies within the game aiming to provide the most
effective means in defeating the opponent's Axies to win the game."); See also Axie Infinity
Positioning Guide, GAMERSWIKi, https://gamerswiki.net/axie-infinity-positioning-guide/
("Battle positions are crucial in Axie Infinity, as they determine the attack priority.").
138 Axie Marketplace The Market for Axies is Open! MEDIUM (Mar. 25, 2018),
https://medium.com/axie-infinity/axie-marketplace-the-market-for-axies-is-open-
a064ff60bff9; Axie Infinity: A Quick Review, MEDIUM (Mar. 19, 2018),
https://medium.com/axie-infinity/axie-infinity-a-quick-overview-95d8a060221b.
139 Axie Marketplace The Market for Axies is Open! MEDIUM (Mar. 25, 2018),
https://medium.com/axie-infinity/axie-marketplace-the-market-for-axies-is-open-
a064ff6Obff9.
140 Modesta Masoit, How to Value Axie Infinity's Axie NFTs, DAPPRADAR (Apr. 22, 2021),
https ://dappradar.com/blog/how-to-value-axie-infinitys-axie-nfts.
141 See Robert Hoogendoorn, Axie Infinity Governance Token Launching on Binance, PLAY
TO EARN (Oct. 26, 2020), https://www.playtoeam.online/2020/10/26/axie-infinity-
governance-token-launching-on-binance. For a chart of the maximum possible issuance of
AXS, allocations, and unlock schedule, see Allocations and Unlock Schedule, WHITEPAPER:
AXLE INFINITY, https://whitepaper.axieinfinity.com/axs/allocations-and-unlock.
142 See Everything We Know About Axie Infinity Shards, AXIE EDGE,
https ://axieedge.com/everything-we-know-about-axie-infinity-shards.
143 Id.
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tokens are not involved in battle gameplay.144 That means players are able to
earn both AXS and SLP, but only SLPs can be used to breed Axies NFTs.145

With a myriad of economic factors embedded in the Axie Infinity
ecosystem, it is no surprise that investors and traders engage in the market
of buying, selling, and hedging AXS across exchanges. The price of an AXS
today (as of November 21, 2021) is $129.79 with the lows and highs in the
past twenty-four hours at $128.31 - $141.39.146

While developing Axie Infinity, Sky Mavis rewards its workforce of
only forty employees with AXS tokens.147 Currently, eighty percent of the
Sky Mavis employees are Vietnamese. 148 According to the CEO, the
developers of Axie Infinity hold a total of twenty-one percent of the total
supply of AXS tokens, of which the company holds seventeen percent and
the other four percent is used as a bonus for the developers.14 9 The tokens
are currently locked and will be gradually unlocked to ensure the
commitment from both the company and the employees to the game."o

Unlike traditional structure and dependency between publishers and
developer studios in the gaming industry, Sky Mavis was not dependent on
game publishers for concept creation, production, and distribution in
developing and releasing Axie Infinity blockchain game."' Sky Mavis did
not turn to game publishers for financial backing of their game.1 2 The five
founders designed and created the game successfully through unleashing the
democratization of funding, investing, and community-building power of
blockchain tokens.'53 Sky Mavis uses tokens to retain talented workforce

144 See Axie Infinity Shards (AXS), AXIE INFINITY, https://axieinfinity.com/axs ("Axie Infinity
Shards are an ERC 20 governance token for the Axie universe. Holders will shape the future
of Axie Infinity by signaling their support for upgrades to the ecosystem and directing usage
of a Community Treasury.").
145See What is Axie Infinity? (AXS), KRAKEN, https://www.kraken.com/en-us/learn/what-is-
axie-infinity-axs.146 Axie Infinity Price, COINMARKETCAP, https://coinmarketcap.com/currencies/axie-infinity/.
147 "I'm Not a Dollar Billionaire ": Axie Infinity CEO, VIETNAM NET (Feb. 2, 2022),
https ://vietnamnet.vn/en/feature/i-m-not-a-dollar-billionaire-axie-infinity-ceo-762863 .html
(discussing the startup Sky Mavis, its founders and employees).
148 Id.
149 Id
150 Id. See also Allocations and Unlock Schedule, supra note 141 (providing full transparency
of the distribution and locked and unlocked schedules for AXS from Day 0 to Month 65).
151 See Callon-Butler, supra note 117 (tracing the history of Sky Mavis, the CEO's
commitments, the founders' vision, and the "play-to-earn" phenomenon in the game industry).
152 The recent influx of money from VC firms in Series B funding is instead used "towards
staff expansion, scaling infrastructure and to build its own distribution platform." Morgan
Chittum, Axie Infinity Developer Scores $152MIn Series B Funding, Nearing $3B Valuation,
BLOCKWORKs (Oct. 5, 2021), https://blockworks.co/axie-infinity-developer-scores-152m-in-
series-b-funding-nearing-3b-valuation.
153 See Callon-Butler, supra note 117 (detailing how Sky Mavis built its own sidechain Ronin
to accommodate more players to the game and achieve explosive growth).
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and attract members of the public for funding for continued development of
game infrastructure .14 The early adopters who play the game are rewarded
with AXS tokens, at first with significantly low value in the marketplace
that later rise in value as the number of adopters increases."' Also, the early
adopters are akin to early-stage investors who seize the investing
opportunity to participate by believing in the game ecosystem and battling
against each other in games.156 As the community of adopters of the games
of Axie Infinity expands, the network effects increase, which translates into
real economics as seen in the rise in value of the Axie NFTs and AXS.5 7

In disrupting the gaming industry, what Sky Mavis is also
accomplishing is the fortification of a new corporate business model of play-
to-earn (P2E) that revolutionizes a new generation of gaming experiences
with real economies in the new blockchain era.158

IV. THE P2E PARADIGM SHIFT

P2E is how users become producers and owners of new corporate
property. Before delving into the new corporate business model of P2E as a
departure from existing corporate business models, a detour to examine the
entrenched corporate thinking is critical to appreciate how P2E confronts
income inequality by transforming players-as-consumers to players-as-
producers-and-owners of new property with market value.

154 See Allocations and Unlock Schedule, supra note 141 (structuring the token AXS amount
that only 21% of AXS will go to Sky Mavis for the founders and employees, 49% in total
will go to reward gamers, and only 11% for public sale).
155 Axie Infinity sold 11% of AXS during public sale at $0.10 per AXS. See Binance Team,
Introducing the Axie Infinity (AXS) Token Sale on Binance Launchpad, BINANCE (Oct. 26,
2020),
https://www.binance.com/en/support/announcement/lc097191f01345b090018ffcd30e445c.
See also id.
156 See Axie Infinity, WHITEPAPER: AxiE INFINITY (Nov. 2021),
https://whitepaper.axieinfinity.con/ ("While Axie is a fun game, it's also taken on
characteristics of a social network and earning platform due to the strong community and
opportunity to truly own resources earned within the games.").
157 See id. ("All art assets and Axie genetic data can be easily accessed by 3rd parties,
allowing community developers to build their own tools and experiences in the Axie Infinity
universe. While still in early access, Axie is ranked the #1 Ethereum game by daily, weekly,
and monthly active users. Players have spent over 1M ETH (3B+ USD) so far to progress in
the game.").
158 See id. ("A key difference between Axie and a traditional game is that Blockchain
economic design unlocks the ability to have complex player-owned economies and reward
players who are able to reach advanced levels of skill. Players are able to have fun and work
towards ambitious goals while simultaneously earning potential resources that will have real
monetary value due to an open economic system and demand from other players - 'Play-and-
Earn"').
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Due to space limitations of a law review article, I will only focus on
traditional corporate business models and theories most relevant to the scope
of this Article.

A. Traditional Corporate Business Models and Theories

Employee-ownership, shareholder primacy, and stakeholders are
briefly discussed here to frame the context for the disruptive P2E paradigm
shift.

1. Employee-Ownership Theory

Employee-ownership in the company with Employee Stock Ownership
Plans ("ESOPs") is thought to increase employment incentives, job security,
and workplace productivity, in addition to narrowing "the gap for wage and
wealth inequity." 5 9 Tracing its history, the idea of employee-ownership in is
not a modern corporate business model. Before the founding of the United
States, Benjamin Franklin implemented employee-ownership in his print
shops in 1733, five years after he started his own printing company in
1728.160 With his keen business sense, Franklin became the publisher of the
Pennsylvania Gazette and the successful Poor Richard's Almanac.161 He

expanded his business with new print shops in different cities.162 For each
shop, he structured the finance of the shop with the journeyman employees
by providing the upfront capital costs which were sufficient to cover the
equipment shipped from England and one-third of the expenses.163 The
employees paid two-thirds of the expenses and kept two-thirds of the profits
in the subsequent six years after the shop opened.164 With the profits, the
employees could then purchase the equipment and subsequently own the
print shop themselves.165 In this early form of employee-ownership, Franklin
observed that most of the employees succeeded in becoming the owners of

159 Dan Markowitz, A Brief History: ESOPS & Employee Ownership, BOULAY (Nov. 24,
2021), https://boulaygroup.com/a-brief-history-esops-employee-ownership/ (tracing the
history of modern employee stock ownership plans).
160 See Georgia B. Barnhill, Benjamin Franklin's Job Printing, ABAA,
https://www.abaa.org/members-articles/benjamin-franklins-job-printing (providing a brief
account of Benjamin Franklin's printing business); The History ofEmployee Ownership,
EMPLOYEE OWNERSHIP FOUNDATION, https://employeeownershipfoundation.org/blogs/the-
history-of-employee-ownership.
161 Barnhill, supra note 160.
162 id.
163 The History of Employee Ownership, EMPLOYEE OWNERSHIP FOUNDATION,
https ://employeeownershipfoundation.org/b logs/the-history-of-employee-ownership
(recounting Benjamin Franklin's employee ownership model in 1733).
164 id.
165 id
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the print shops after the six-year term. 166 The implementation of the
employee-ownership business model yielded a winning strategy to both the
company and the employees, as both obtained profits and shared the
ownership, expenses, and liabilities.167 Franklin's early form of employee-
ownership marks this type of business model as older than the republic
itself.

In modern incarnations, employee-ownership appears in various forms.
In the mid-19th Century, Procter & Gamble, Railway Express, and Sears &
Roebuck compensated employees for their long term employment at the
company by giving company stock to employees upon their retirement.168
The Great Depression and economic inequality in the 2 0th Century led to the
passage of a federal law in 1974, the Employee Retirement Income Security
Act, to formally protect employee stock ownership plans (ESOP) for their
retirements.169

Some companies today allow their employees to own a piece of the
company by participating in an ESOP or a 401(k) plan that has the company
stock as part of its assets or receiving an option to purchase stock, among
others. For instance, Publix Super Markets is the largest employee-owned
enterprise with 193,000 employees at 1,281 retail locations across many
states, $34.6 billion in revenue, and $2.3 billion in profits. 170 The
company's common stock is owned entirely by the employees and non-
employee directors through an employee stock ownership plan and the
company's 401(k) plan.17 ' Employees at Publix, however, can earn stock in
the company after working there for twelve months.172 On the opposite end
of the supermarket sizing spectrum, an employee-owned company can be
seen in a substantially smaller entity. For instance, Carlson Capital

16 6 Id.
167 Id.
168 See Peter Stocks, Employee Ownership: Future Perfect for a Struggling Economy,
PIONEERS POST (Mar. 28, 2013), https://www.pioneerspost.com/news/20130328/employee-
ownership-future-perfect-struggling-economy ("Employee ownership is not a new
development. The UK and US were early pioneers of the model, with John Lewis becoming a
legal Partnership through the creation of the first Trust Settlement in 1929, and leading US
corporations such as Procter & Gamble, Railway Express and Sears & Roebuck opting to
create employee stock ownership programmes in the mid-19th century.").
169 See Peter J. Wiedenbeck, Untrustworthy: ERISA's Eroded Fiduciary Law, 59 WM &
MARY L. REV. 1007, 1010 (2018) (noting that ERISA has long been hailed as the greatest
legislation for workers); Christopher Michael, The Employee Ownership Trust, an ESOP
Alternative, 31-FEB PROB. & PROP. 30 (2017) (stating that ERISA "gives special status" to
employee stock purchase plan (ESOP) trusts).
170 See Publix, WIKIPEDIA, https://en.wikipedia.org/wiki/Publix; Alicia E. Plerhoples,
Representing Social Enterprise, 20 CLNICAL L. REv. 215, 228 (2013).
7 See Plerhoples, supra note 170.

172 See Warren Cassell Jr., 6 Successful Companies ThatAre Employee-Owned,
INVESTOPEDIA (Jul 27, 2021), https://www.investopedia.com/articles/insights/051316/6-
successful-companies-are-employeeowned.asp.
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Management employs thirty-eight workers who are all high-value
professionals together owning the company and managing $1.3 billion
dollars for their clients.'7 3

With the arrival and explosive growth of the tech industry, startups often
entice new hires to exchange their sweat for equity in new enterprises.
Investors, founders, and very early employees own preferred stock, while
regular employees in tech startups face stock option schemes. The
employees typically must stay an entire year in order to vest any stock, and
the stocks are trickled out over a period of time. 174 The employees of
startups who receive stock options typically face dilution of their shares as
the company raises new rounds of funding.15 As startups stay private with
the influx of VC or equity funding, startups push going public to ten or more
years, and employees see no financial incentive to stay at the same company
for a long tenure.'7 6 In today's economy, employees work for a short tenure
of two years at a startup, and by the third year, fifty percent of the
employees at a startup leave the enterprise for other opportunities.7 7 Tech
companies, in adopting an employee stock option plan with investors and
founders holding preferred stock and employees at the bottom of the stock
option scheme, represent a model antithesis to employee-owned entities like
Publix or Carlson Capital Management.

Nationwide, very few companies are employee-owned.178 The total
number of companies with an ESOP is 6,501.179 Another report indicates
that only ten percent of Americans hold equity ownership in the companies
where they work. 180 The increasing wealth gap in the United States

173 See A Message to CCM Clients from the Principals:
CCM Colleagues to Share in Firm Ownership (Jan. 4, 2016),
https://carlsoncap.com/employee-owned/.
174 See Steve Blank, How to Make Startup Stock Options a Better Deal for Employees, HARV.
Bus. REV. (Apr. 3, 2019), https://hbr.org/2019/04/how-to-make-startup-stock-options-a-
better-deal-for-employees.
("Employees didn't get to own their stock options all at once. The stock trickled out over four
years, as one would "vest" 1/48th of the option grant each month. And just to make sure you
stuck around, with most stock option plans, unless you stayed an entire year, you wouldn't
vest any stock. . . . [T]oday founders own 30-50 times more than a startup's early employees.
On top of the founder/early employee stock disparity, the VC's have moved the liquidity goal
posts but haven't moved the vesting goal posts for non-founders.").
17 5 id.
176 id.
177 Id.
178 Cassell Jr., supra note 172.
179 Employee Ownership by the Numbers, NCEO (Dec. 2021),
https://www.nceo.org/articles/employee-ownership-by-the-numbers [https://perma.cc/NY4E-
8EPZ].
180 Peter Walsh, Michael Peck, & Ibon Zugasti, Why the U.S. Needs More Worker-Owned
Companies, HARv. Bus. REv. (Aug. 8, 2018), https://hbr.org/2018/08/why-the-u-s-needs-
more-worker-owned-companies.
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necessitates a call for companies to provide workers with opportunity to buy
shares in their workplace, raising the workers' standard of living and
enhancing their well-being at work.'

2. Stakeholder Theory

The basic tenet of a corporation is the separation of ownership and
control. 182 The allocation of power within a corporation between the
shareholders and the board of directors is fundamental to corporate
governance.83 Shareholders possess a passive role in the direction of the
corporation, while the board of directors and managers control the decisions
regarding the corporation.184 In exchange for the passive role, shareholders
enjoy wealth maximization because the corporation exists only for the

181 See id. (noting that research suggests that "that employee-owned companies are more
durable and resilient during economic downturns."). Additionally, some scholars suggest that
the model of codetermination, corporate governance shared by shareholders and workers, be
taken seriously because "the struggle between shareholders and employees is "between
capital and labor" for corporate power. Grant M. Hayden & Matthew T. Bodie,
Codetermination in Theory and Practice, 73 FLA. L. REv. 321, 346 (2021). Codetermination
suggests a more efficient and mor just framework for corporate law. Id. at 358.
182 See In re U.S. Digital, Inc., 443 B.R. 22, 40 (Bankr. D. Del. 2011) ("One of the underlying
tenets of Delaware corporate law provides for a separation of control and ownership. The
legal responsibility of managing the business of a corporation for the benefit of its
shareholders rests with the board of directors."); Luis A. Aguilar, Comm'r, U.S. Sec.'s and
Exchange Comm'n, Address at the New York Stock Exchange: Cyber Risks and the
Boardroom Conference, New York, N.Y. (June 10, 2014),
https ://corpgov.law.harvard.edu/2014/06/17/boards-of-directors-corporate-governance-and-
cyber-risks-sharpening-the-focus/. ("It has long been the accepted model, both here and
around the world, that corporations are managed under the direction of their boards of
directors. This model arises from a central tenet of the modern corporation-the separation of
ownership and control of the corporation. Under this structure, those who manage a
corporation must answer to the true owners of the company-the shareholders.").
183 See MM Cos., Inc. v. Liquid Audio, Inc., 813 A.2d 1118, 1126 (Del. 2003) ("The most
fundamental principles of corporate governance are a function of the allocation of power
within a corporation between its stockholders and its board of directors.");
184 Jill E. Fisch, Measuring Efficiency in Corporate Law: The Role of Shareholder Primacy,
31 J. CORP. L. 637, 646-50 (2006) (historicizing the shareholder primacy norm); STEPHEN M.
BAINBRIDGE, THE NEW CORPORATE GOVERNANCE: IN THEORY AND PRACTICE 4 (2008)

(observing that "[c]orporation law virtually carves the separation of ownership and control
into stone," and that under the corporate governance structure, "[s]hareholders have
essentially no power to initiate corporate action."). Some scholars have urged for an increase
in shareholder power. See, e.g., Lucian Arye Bebchuk, The Case for Increasing Shareholder
Power, 118 HARv. L. REv. 833, 850 (2005); Bayless Manning, The Shareholder's Appraisal
Remedy: An Essay for Frank Coker, 72 YALE L. J. 223, 231 (1962) ("If the shareholder
objects to a merger between corporations A and B, and his stock in corporation A plummets
as a result of the announcement of the merger, he is entitled to a valuation that disregards the
sudden drop.").
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maximization of shareholders.185 Managers are responsible for the best
return for the shareholders. 186

Critics have long questioned shareholder primacy theory. 187 A
corporation targets other purposes beside wealth maximization for
shareholders.8 8 Though the corporation must be profitable, the corporation
does not exist for the sole reason of enriching shareholders. According to
American philosopher R. Edward Freeman, founder of the stakeholder
theory, a business is a system to create value for stakeholders, internal and
external to the business. 189 Internal stakeholders include employees,

185 Judd F. Sneirson, Shareholder Primacy and Corporate Compliance, 26 Fordham ENVTL.
L. REv. 450, 454 (2015) (restating that the "shareholder primacy" is "the conventional view
that companies should aim to prioritize shareholder interests above all other considerations");
D. Gordon Smith, The Shareholder Primacy Norm, 23 J. CORP. L. 277, 277 (1998) ("The
structure of corporate law ensures that corporations generally operate in the interests of
shareholders."). For further scholarship on shareholder primacy norm in business and
corporate law, see Judd F. Sneirson, The Sustainable Corporation and Shareholder Profits,
46 WAKE FOREST L. REv. 541 (2011); Judd F. Sneirson, Green Is Good: Sustainability,
Profitability, and a New Paradigm for Corporate Governance, 94 IOWA L. REv 987 (2008);
Henry Hansmann & Reinier Kraakman, The End of History for Corporate Law, 89 GEO. L. J.
439 (2001).
186 Managers carry out their role to increase profits as long as their acts are lawful. MILTON
FRIEDMAN, CAPITALISM AND FREEDOM 133 (40th ann. ed. 2002) ("[T]here is one and only
one social responsibility of business--to use its resources and engage in activities designed to
increase its profits so long as it stays within the rules of the game." See also Unocal Corp. v.
Mesa Petroleum Co., 493 A.2d 946, 954 (Del. 1985) (" [T]he board's power to act derives
from its fundamental duty and obligation to protect the corporate enterprise, which includes
stockholders, from harm reasonably perceived, irrespective of its source.").
187 

See, e.g., LYNN STOUT, THE SHAREHOLDER VALUE MYTH (2012); Matthew T. Bodie, AOL

Time Warner and the False God of Shareholder Primacy, 31 J. CORP. L. 975, 994-98 (2006)
(detailing the perils of shareholder primacy theory through a case study). Some scholars have
identified that hostile takeovers and excessive executive compensation, and short-term
maximization do not serve shareholder interest but cause detrimental consequences to the
society. See, e.g., Mark J. Roe, The Inevitable Instability ofAmerican Corporate Governance,
1 CORP. Gov. L. REv. 1, 2 (2005); Lucian A. Bebchuk & Holger Spamann, Regulating
Bankers' Pay, 98 GEO. L. J. 247, 269-74 (2010); Lynne L. Dallas, Short-Termism, the
Financial Crisis, and Corporate Governance, 37 J. CORP. L. J. 265 (2012); Katharine V.
Jackson, Towards a Stakeholder-Shareholder Theory of Corporate Governance: A
Comparative Analysis, 7 HASTINGS BUS. L. J. 309 (2011).
188 See generally Vivian Hunt, Bruce Simpson, & Yuito Yamada, The Case for Stakeholder
Capitalism, MCKINSEY & CO. (Nov. 12, 2020), https://www.mckinsey.com/business-
functions/strategy-and-corporate-finance/our-insights/the-case-for-stakeholder-capitalism;
Marc Goedhart & Tim Koller, The Value of Value Creation, MCKINSEY & CO.: QUARTERLY
(June 16, 2020), https://www.mckinsey.com/business-functions/strategy-and-corporate-
finance/our-insights/the-value-of-value-creation ("Long-term value creation can-and
should-take into account the interests of all stakeholders").
189 

See R. EDWARD FREEMAN ET AL., STAKEHOLDER THEORY: THE STATE OF THE ART 30-50
(2010); R. EDWARD FREEMAN, STRATEGIC MANAGEMENT: A STAKEHOLDER APPROACH 23

(1984); Michael C. Jensen, Value Maximization, Stakeholder Theory, and the Corporate
Objective Function, 12 BUS. ETHICS Q. 235, 241 (2002) (advocating the interest of
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managers, and owners, while external stakeholders cover suppliers,
creditors, shareholders, customers, government, and society.'9 0 Instead of
only maximizing the wealth of the investors, stakeholder theory recognizes
businesses exist for a purpose.191 Entrepreneurs with purpose or passion to
start a business, not just to make money, succeed. 192 Businesses today

stakeholders because "it is obvious that we cannot maximize the long-term market value of
an organization if we ignore or mistreat any important constituency."); Kent Greenfield,
Defending Stakeholder Governance, 58 CASE W. RES. L. REV. 1043, 1044 (2008) (arguing
that stakeholders not just shareholders have a role in corporate governance); Anselm
Schneider & Andreas Georg Scherer, Corporate Governance in a Risk Society, 126 J. Bus.
ETHICS 309, 310 (2015) (democratizing corporate governance beyond shareholder primacy);
Kent Greenfield, Proposition: Saving the World with Corporate Law, 57 EMORY L. J. 948,
975-983 (2008) (arguing for stakeholder governance of the firm).
190 See Gutterman, supra note 45 ("It is useful to distinguish between two classes of
organizational stakeholders-internal and external. Assuming the organization is a business
operating as a corporation, the internal stakeholders generally include the shareholders
("owners") of the corporation, the directors of the corporation, the managers of the business
operated by the corporation, and the employees of the corporation."); Stavros Gadinis &
Amelia Miazad, Corporate Law and Social Risk, 73 VAND. L. REV. 1401, 1432 (2020)
(identifying external stakeholders to include "customers, civil society groups, NGOs, the
media, and academia. Often, external stakeholders include local authorities and other
government bodies."); Christian Chamorro-Courtland & Marc Cohen, Whistleblower Laws in
the Financial Markets: Lessons for Emerging Markets, 34 ARIZ. J. INT'L & COMP. L. 187, 191
n.9 (2017) ("A stakeholder is anyone that has an interest or is affected by a business; for
example, employees, directors, customers and shareholders are internal stakeholders.
Whereas creditors, suppliers, other businesses, the government and the community are
external stakeholders."); Robert Sprague, Beyond Shareholder Value: Normative Standards
for Sustainable Corporate Governance, 1 WM. & MARY Bus. L. REv. 47, 74 (2010).

191 See Emilie Aguirre, Beyond Profit, 54 U.C. DAVIS. L. REv. 2077, 2102 (2021) (stating
that Delaware and thirty-six other jurisdictions have adopted public benefit corporation
legislation which requires firms to "pursue social purposes beyond profit, and take account of
stakeholders beyond shareholders."); Chip Pitts, Pro-Social Corporate Value(s), Culture, and
Purpose Before Profit, in Logic and Law, 16 U.C. DAVIS BUS. L. J 69, 90 (2015) (noting that
"Whole Foods CEO John Mackey and marketing professor Raj Sisodia commendably calls
for businesses to reach for a higher, pro-social purpose beyond merely making money, for
attention to creating value for all stakeholders and not merely shareholders, and for business
leadership in achieving such a cultural change."); Joseph W. Yockey, Does Social Enterprise
Law Matter?, 66 ALA. L. REV. 767, 770 (2015) (arguing that "the benefit corporation form
will fill an important market gap by helping socially oriented entrepreneurs reach a more pro-
social investor class").
192 See Manish Vakil, Develop Purpose, and the Profits Will Follow, ENTREPRENEUR (Mar. 26,
2021), https://www.entrepreneur.com/article/366880; Joao Alhanati, Follow Your Passions,
and Success Will Follow, INVESTOPEDIA: CAREERS (June 1, 2021),
https://www.investopedia.com/articles/pf/12/passion-success.asp ("If enthusiasm and passion
are present, people tend to be more resilient when encountering obstacles. People who are
passionate about what they do, rather thanjust "in it for the money," tend to be people who
have more positive outlooks and can overcome difficulty through problem-solving."); Eugene
Gold, The Importance Of Passion As A Business Leader, FORBES (July 8, 2019),
https://www.forbes.com/sites/theyec/2019/07/08/the-importance-of-passion-as-a-business-
leader/?sh=7177d24a21d1 ("Passion is more than just an important factor in determining
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operate with dynamic corporate purposes, not a static corporate mission
statement, and employees and other stakeholders participate in shaping their
purposes. 193 Through different stakeholders and their relationships, a
company creates value to sustain the business and meet stakeholder
expectations.194 In mutual stakeholder relationships, stakeholders are both
recipients and co-creators of the joint-value creation processes of the
enterprise.195

Though many companies today embrace a stakeholder theory of the
firm, income inequality continues to persist as employees are poorly treated
and customers are designed to consume. Prominent scholars have also
observed that laws overtax employees as consumers while under-taxing
corporations. 196 That means both employees and customers are neither
producers nor owners of a firm's property. This is the gap where blockchain
games enter with a new corporate business model that truly addresses the
meaning of corporate purpose and the transformation of customers as
producers and owners of the firm's property.

B. Play to Earn - A New Corporate Paradigm

For many decades, the gaming industry appears profitable with players
as customers who pay to play. Players pay to play arcade games or purchase
home game consoles to play the games in the comfort of their home.197

whether or not an entrepreneur will succeed. Without passion, success is impossible."); Eva
de Mol, Melissa Cardon, & Svetlana N. Khapova, When Entrepreneurial Passion Backfires,
HARv. Bus. REV. (Feb. 20, 2020), https://hbr.org/2020/02/when-entrepreneurial-passion-
backfires ("Passion is the fuel that entrepreneurs need to keep going. Research shows that
passion is a key predictor of entrepreneurs' creativity, persistence, and venture performance.
In other words, the more passionate the entrepreneur, the more likely they are to succeed.").
193 See Hubert Joly, Creating a Meaningful Corporate Purpose, HARV. BUS. REV. (Oct. 28,
2021), https://hbr.org/2021/10/creating-a-meaningful-corporate-purpose ("Today, most
company leaders believe that their firms' larger purpose is to make a positive difference in
the world - not just to maximize shareholder value. More than eight in 10 executives, for
example, think that a strong sense of shared purpose drives employee satisfaction, facilitates
business transformation, and helps boost customer loyalty. Most executives also understand
that purpose helps companies navigate a volatile and unpredictable environment and delivers
higher and more sustainable performance."). See also David K. Gibson, Our Place in the
Business Purpose Conversation, ASPEN INST. (Aug. 30, 2019),
https ://www.aspeninstitute.org/blog-posts/our-place-in-the-business-purpose-conversation/.
194 See Birte Freudenreich, Florian Lideke-Freund & Stefan Schaltegger, A Stakeholder
Theory Perspective on Business Models: Value Creation for Sustainability, J. Bus. ETHICS
166, 3-18 (Feb. 8, 2019), https://link.springer.com/article/10.1007/s10551-019-04112-z.
195 id.
196 See Fellows & Kahng, supra note 6 (advocating that both employees and businesses
should be treated as producers and consumers).
197 See Video Game History, HISTORY (June 10, 2019),
https://www.history.com/topics/inventions/history-of-video-games.
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Whether today's console of choice is PlayStation or Xbox, players pay to
play, enriching the corporations in the gaming industry. 198 As gaming
companies create and release games on online platforms, players play to
connect with others through multiplayer gaming experiences. The gaming
industry turns to a subscription model to charge players. For instance, Xbox
Live Gold costs $10 per month, $40 for six months, and $60 for one year to
play. 199 Some game companies release "free-to-play" games that require
players to spend money to purchase in-game content in order to be
successful at playing.200 In other words, "free-to-play" is "pay-to-win".20 '

Through various monetization schemes, the gaming industry has
successfully dominated the entertainment sector, diminishing the size of the
music and movie sectors. The industry has also long treated the players as
consumers who will continue to consume newly released games by paying
to play or paying to win. Unanticipated for the industry, the collision
between games and blockchain technology challenges the entrenched
corporate business model with the new P2E paradigm and questions the
existing employees-ownership, shareholder primacy, and stakeholder
theories.

The play-to-earn paradigm contains five features, notably the
democratization of property production and ownership made possible by the
combination of NFTs and blockchain games.

1. Players as Producers and Owners of NFTs

One of the striking features of blockchain games is the role of the
players as producers. The players are playing the games with their skills and
expertise like all passionate players of games, but they are treated as
producers, not consumers, of games. In traditional games of "pay to win,"
the players must pay for the content in order to enjoy playing the game at a
more optimal level.202 As producers of game digital assets, the players own

198 See id.
199 Xbox Live Gold Team, No Changes To Xbox Live Gold Pricing, Free-To-Play Games To
Be Unlocked[Update], XBOX (Jan. 22, 2021), https://news.xbox.com/en-
us/2021/01/22/update-on-xbox-live-gold-pricing; Tom Warren, Microsoft is Increasing the
Price ofXbox Live Gold, TE VERGE (Jan. 22, 2021),
https://www.theverge.com/2021/1/22/22244173/microsoft-xbox-live-gold-price-increase-
pricing.
200 Free To Play (F2P), Techopedia: Dictionary,
https://www.techopedia.com/definition/27039/free-to-play-f2p.
201 Howard Kenton Taylor, Free-to-Play or "Pay-to-Win"? Casual, Hardcore, and
Hearthstone, DIGRA (July 2018), http://www.digra.org/digital-library/publications/free-to-
play-or-pay-to-win-casual-hardcore-and-hearthstone/.
202 Ben Stegner, What Is "Pay-to-Win" in Video Games?, MUO (Apr. 28, 2021),
https://www.makeuseof.com/what-is-pay-to-win-in-video-games ("In the simplest terms,
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the NFTs they produce through battles and breeding.20 3 The producers'
ownership of the property is recognized, as they can participate in real
world, dynamic market to transfer, trade, and hedge their hard-earned
NFTs.2o4 That means the players reap what they sow, and they do what they
wish with their property.20 s With real world market for their NFTs, the
players' ownership of NFTs is not dictated and controlled by the game
developers and publishers who have traditionally fixated on game
monetization and profits maximization.206

Moreover, the total value of the NFTs truly belongs to the gamers who
expend their own time, efforts, skills, and experience to earn each of their

"pay-to-win" describes a game where paying real money gives players a significant
advantage over those who don't spend any money."). Stegner illustrated Star Wars Battlefront
II, the "pay-to-win" game:
When the game launched, it contained a system built around Star Cards, which provided
gameplay benefits like healing after getting a kill, or increased movement speed. These cards
were available in loot boxes, which are randomized drops that you earn through normal
gameplay or by purchasing with real money. Thus, players who were willing to spend money
to buy more loot boxes, and thus have more chances at unlocking powerful Star Cards, had
an advantage over players who didn't pay and had to grind to earn cards instead.
203 Alexander Lielacher, Top 7 NFT Games That You Can Play to Win Crypto, BLOCKSOCIAL
(May 17, 2021), https://www.blocksocial.com/nft-games/ (stating that some blockchain
games "reward players in cryptocurrency, while others enable players to collect in-game
NFTs that can then be sold for a potential profit."). For instance, DeRace is a P2E blockchain
"NFT horse racing metaverse where you can participate in horse races, breed NFT horses
with unique characteristics, build your own NFT hippodrome and make profit while doing it."
https://www.derace.com.
204 Lielacher, supra note 203 (NFT games enable players to earn cryptocurrency by winning
battles or tournaments or selling in-game assets on NFT marketplaces for a profit."). See also
DeRace, A Glimpse Into Booming Gaming NFTs: 5 Pioneering Games, MEDIUM: DERACE
(June 22, 2021), https://deracenft.medium.com/a-glimpse-into-booming-gaming-nfts-5-
pioneering-games-faa0650f8cd0 ("NFT Games are blockchain-based games that have
tokenized in-game assets allowing players to collect them as non-fungible tokens (NFTs).
Players of NFTs can be rewarded in cryptocurrency or collect in-game NFTs that can then be
sold for a potential profit.").
205 Lielacher, supra note 203 ("Traditionally, gaming companies have had all the control.
They have raked in plenty of money from in-game transactions, yet players never really own
the items they purchase. However, blockchain games are changing this. If you buy an item in
a blockchain game, only you own it, and you can do with it as you desire.").
206 Critics have offered the following comparison between blockchain games and traditional
game industry: "Compare Axie Infinity to publicly-traded video game holding companies
like Activision Blizzard: In Call of Duty: Black Ops 3, an Activision Blizzard game, players
can purchase the game and make in-game purchases for additional content. All revenues go
back to the studio because it is a closed-looped system. Players are rewarded for their time by
their enjoyment, but not monetarily." Morgan Chittum & Sam Martin, Axie Infinity Rolls Out
Staking Program, Shakes Up Gaming Business Model, BLOCKWORKS (Oct. 1, 2021),
https://blockworks.co/axie-infinity-rolls-out-staking-program-shakes-up-gaming-business-
model.
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NFTs.27 The total value of the NFTs does not belong to the corporation that
creates and publishes the blockchain game.20 This is contrary to the gaming
industry wherein the value of the game translates into one direction of
wealth maximization of the shareholders and managers.209 From the early
days of gaming to the present, the gaming industry has treated players akin
to submissive workers without pay and benefits.2 0 The new paradigm of
players-as-producers-and-owners of NFTs rejects the traditional corporate
business model in the gaming industry. As owners, the players control the
NFTs property they produce in games with real world economies.

Moreover, the new paradigm democratizes property production and
ownership by allowing the players to earn a living wage.21' During the
pandemic, many workers lost their jobs or some quit their jobs and turned to
blockchain games for their new working model of playing video games to
earn NFTs that are theirs to keep or trade for a living. 212 In summary, the
blockchain games do not enrich only the corporations who create and
publish the games; the developers design the games to ensure the players
produce and keep their property for their own living purposes.213 In other

207 See Zhiyuan Sun, Monster-Battle NFT Game Axie Infinity Soars in Popularity Among
Developing Nations, COINTELEGRAPH (Nov. 3, 2021),
https ://cointelegraph.com/news/monster-battle-nft-game-axie-infinity-soars-in-popularity-
among-developing-nations ("One way to earn money on the platform is to breed in-game
creatures called Axies using crypto, mint them as NFTs, and sell them to other players.").
208 See Sun, supra note 207 ("the tokenomics of blockchain-powered digital games like Axie
Infinity have made it possible for users to make money by simply playing the game.").
209 See Chittum % Martin, supra note 206.
210 Lizz Grimsley, Does the Play-to-Win Model Hurt the Gaming Industry? CULTURE OF
GAMING (May 14, 2020), https://cultureofgaming.com/does-the-pay-to-win-model-hurt-the-
gaming-industry/ ("Gaming companies are currently using the pay-to-win model to maximize
their profits. Companies like EA only seek to squeeze as much profit out of their player-base
as possible. This practice is rooted in greed. It prioritizes financial gain over gamer
satisfaction and the industry allows it.").
211 See Robert Hackett & Declan Harty, How Axie Infinity is offering a blockchain-backed
living wage, FORTUNE (Sept. 2, 2021), https://fortune.com/2021/09/02/__trashed-
2/?queryly=related article (raising the pertinent question of "What if the real innovation lay,
instead, in people's ability to earn a living wage ... while working from home ... playing
video games?").
212 See Natasha Dailey, A 27-Year-Old Left His Goldman Sachs Job and Became a Crypto
Capitalist in the Play-to-Earn Video Game World, Bus. INSIDER (Nov. 1, 2021),
https ://markets.businessinsider.com/news/currencies/goldman-sachs-millennial-became-
crypto-capitalist-axie-infinity-video-game-2021-11.
213 See Dean Takahashi, Blockchain Game Alliance: NFT games generated $2.32B in Q3,
VENTURE BEAT (Dec. 16, 2021), https://venturebeat.com/2021/12/16/blockchain-game-
association-nft-games-generated-2-32b-in-q3 (quoting Supreet Raju: "With play-to-earn
models and asset ownership, gamers will become an integral part of the system rather than
passive consumers. Blockchain gaming will be the most powerful tool for bringing the
crypto-curious to Web3 and converting interest into participation.").
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words, property ownership is decentralized into the control of the players-
as-producers.

2. Market-Driven Property Produced by Players

A fundamental tenet for a business to succeed is the existence of a
market for its product.2 14 The product is valuable if there is a market for the
product.2 15 Whether the marketplace is niche or worldwide, exclusive or
nonexclusive, physical or online; the existence of a market for the product is
paramount.216 Real world economics fuel the market in determining the
value of what the producer produces.217 In blockchain games, the NTFs

214 Itay Sagie, 5 Ways To Prove There Is A Real Market Need For Your Product,
CRUNCHBASE (Aug. 6, 2020), https://news.crunchbase.com/news/5-ways-to-prove-there-is-a-
real-market-need-for-your-product/ ("Validating a market need is one of the most important
things a startup can do before sliding down the long startup roller coaster ride ... Validating
a need should precede both fundraising and building a commercial-grade product."). A
product has its life cycle. See Anne Sraders, What is the Product Life Cycle? Stages and
Examples, THE STREET (Oct. 29, 2021)
https://www.thestreet.com/markets/commodities/product-life-cycle-14882534 (The product
life cycle is the process a product goes through from when it is first introduced into the
market until it declines or is removed from the market. The life cycle has four stages-
introduction, growth, maturity, and decline.... Companies use PLC analysis (the process of
examining their product's life cycle) to create strategies to sustain their product's longevity or
change it to meet market demand or adapt with/to developing technologies.").
215 What is a Product Market?, My Accounting Course: Accounting Dictionary,
https://www.myaccountingcourse.com/accounting-dictionary/product-market ("The product
market is the place where supply and demand of final goods interact with each other.
Companies act as suppliers and offer their products to potential customers at prices that are
set following the dynamics of the laws of supply and demand."); M. Scilly, How to Find a
Product's Market Share, CHRON, https://smallbusiness.chron.com/products-market-share-
23325.html ("When you are operating a small business, it can be difficult to succeed in a
large market. Having a bigger share of the market gives you a greater ability to negotiate
prices and sales terms with buyers and suppliers.").
2 16 Product-Market Fit, PRODUCT PLAN, https://www.productplan.com/glossary/product-
market-fit) ("Before you develop a product that you confirm enough people are willing to pay
for, your team cannot afford to focus on other important strategic objectives such as growth
or upselling existing users. Those initiatives could even be counterproductive, in fact, if you
haven't first determined that your product has enough of a market to sustain itself and
generate a profit.").
2 17See Marc Andreessen, Part 4: The only thing that matters, PMARCHIVE (June 25, 2007)
https://pmarchive.con/guidetostartupspart4.html (arguing that the number one killer of a
company is the lack of a market for its products and that "the only thing that matter is getting
to product/market fit"); Michael Seibel, The Real Product Market Fit, YCOMBINATOR,
https://www.yconbinator.com/library/5z-the-real-product-market-fit ("[T]o find product
market fit, choose a market where users have a real, meaningful problem, launch quickly, and
listen to your users.").
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produced by the players are market-driven property with real economic
218

consequences.
For example, Coinbase, FTX, Gateio, and many other exchanges

worldwide are where Axie Infinity's tokens for blockchain games are
purchased and sold.219 A glance at Bit$Screener for Axie Infinity (AXS)
tokens reveals that the trading at the exchanges for the tokens is live and
24/7.220 There is a spread in price for AXS among the exchanges, ranging
from $141.16 on Bitstamp to $146.39 on Korbit. That means traders are
actively trading, and hedge funds are engaging in exchange arbitrage to
exploit the price differences among exchanges.2 2

1

Also, the players of Axie Infinity can use their Ronin Wallet to gain
direct access to the Axie marketplace for ease of selling and buying Axie
NFTs.222 The sellers can sell their Axie NFTs at a fixed price or as an
auction.223 When selling at a fixed price, the sellers set a specific price and
their Axies will be listed at the price for sale on the Axie marketplace.22 4

When selling as an auction, the sellers decide the start price, end price, and
duration for the auction period.2 25 If the sellers wish to cancel their listings
before any purchase occurs, the sellers can do so with ease.2 26 Further,
Katana, the Ronin decentralized exchange, allows players and outsiders to
swap their various assets within the Axie Infinity ecosystem; players can

218 Jeppe Molgaard, Game Developers Create Real Economies with Blockchain -And Yes,
You Can Make Money From It, SOAKED (May 2, 2020), https://www.slush.org/article/game-
developers-create-real-economies-with-blockchain-and-yes-you-can-make-money-from-it/
(discussing digital items, skins or NFTs in blockchain games with real world value); see also
Takahashi, supra note 213 (reporting that explosive growth in NFT blockchain games that for
an example, "Axie Infinity became the first game to surpass $1 billion in NFT sales (now
over US$3.6 billion)").
219 A list of exchanges is available at Bit@Screener, https://bitscreener.com/coins/axie-
infinity/exchanges. Jelmer Steenhuis, 7 Best Exchanges that Sell Axie Infinity, RELEASE YOUR

DIGITAL TALENT (Oct. 5, 2021), https://releaseyourdigitaltalent.com/exchanges-that-sell-axie-
infinity.
220 See Bit@Screener, https://bitscreener.com/coins/axie-infinity/exchanges.
221 See David R. Harper, Hedge Funds Hunt for Upside, Regardless ofMarket, INVESTOPEDIA
(Feb. 24, 2021), https://www.investopedia.com/articles/03/112603.asp; see
https ://coinarbitragebot.com/price/axie-infinity.html.
222 Gamers can keep their NFTs and in-game items like Axie characters in their account in the
Ronin blockchain, a sidechain on the Ethereum network. See How to Use the Ronin Wallet?
ACADEMY BINANCE (Nov. 24, 2021), https://academy.binance.com/en/articles/how-to-use-
the-ronin-wallet.
223 See Daniel Lew, Axie Infinity: How to Sell Axies, COINGECKO (July 27, 2021),
https://www.coingecko.com/buzz/axie-infinity-how-to-sell-axies.

24Id.

25Id.

226 Id.

2023] 83



84 STANFORD JOURNAL OF BLOCKCHAIN LAW & POLICY [Vol. 6.1

trade AXS tokens, SLPs, and other tokens including USD Coin and
Wrapped Ethereum on the new exchange .227

The real-world dynamic market provides players of blockchain games
with a decentralized system allowing complete control of their NFTs and
other tokens, moving the players from the realm of playing games solely for
entertainment into the world of true ownership and control of their property
in the marketplace.228 The players' transactions with NFTs are recorded on
the blockchain.229 They can keep, trade, or do whatever they wish with their
NFTs. The marketplace is at their disposal.230 Consequently, their hard-
earned NFTs through battling and breeding are valuable property, as they
are market-driven.231

3. Decentralized Governance for Community of Players

Another remarkable feature of blockchain games is the opportunity for
players to have a meaningful voice in the games' platforms: players who
own native or governance tokens obtain voting rights.2 32

Illustratively, AXS is a governance token of Axie Infinity that allows
holders of AXS tokens to vote and create proposals for any item concerning
the platform.2 33 Each AXS token represents "a little slice (shard) of the Axie

227 See Samuel Indyk, Axie Infinity Surges 10%, Best Performing Crypto in Top 30, YAHOO!
(Nov. 4, 2021), https://www.yahoo.com/now/axie-infinity-surges-10-best-073603890.html.
228 See Takahashi, supra note 213 (reporting that the "number of wallets relating to gaming
activity increased by 2,453%, from 29,563 during the first week of 2021 to 754,000 in Q3
2021.").
229 BGA 2021 Member Survey Report 10, SHEPPARD MULLIN, available at
https ://www.sheppardmullin. con/media/publication/1969_BGA%202021%2OMember%20S
urvey%20and%20Report.pdf (hereinafter "BGA 2021 Survey") (reporting that
"DappRadar's report data shows a 6,566% increase in daily unique active wallets (UAW)
interacting with game-related smart contracts, rising from 23,100 in Q3 of 2020 to 1.54
million daily in Q3 of 2021.").
230 See Takahashi, supra note 213 (stating that based on the survey of the blockchain gaming
industry, "68% say play-to-earn has been the biggest driver behind industry growth. And 83%
value gameplay as the most important aspect when assessing games overall, while 85% say
that true ownership of digital goods is the most important aspect of blockchain games.").
231 BGA 2021 Survey, supra note 229 (reporting that "blockchain gaming has introduced the
play-to-earn model that empowers gainers to own their in-game assets and earn rewards in
return for contributing their time and skill to playing the game," and "asset ownership is the
most important advantage of blockchain games as the technology delivers digital property
rights and allows players to have true ownership of their in-game assets.").
232 Lielacher, supra note 203 ("Blockchain technology provides decentralization, giving
control back to gainers. For instance, gainers who hold the native token of a gaming platform
get voting rights.").
233 Morgan Chittum & Sam Martin, Axie Infinity Rolls Out Staking Program, Shakes Up
Gaming Business Model, BLOCKWORKS (Oct. 1, 2021), https://blockworks.co/axie-infinity-
rolls-out-staking-program-shakes-up-gaming-business-model/.
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universe." 234 Specifically, AXS holders can vote on how to use the
protocol's accumulated earnings stored in the Community Treasury. In
addition, they can vote on the control of the game, as the founders of Axie
Infinity will turn over control in a specified period of time.235

Axie Infinity limits the total number of AXS tokens to 270 million in
accordance with the transparent schedule of distribution. To encourage the
formation of a community and players to employ a long-term mindset, Axie
Infinity adopts a staking strategy of airdropping $60 million worth of AXS
tokens to early adopters.23 6 These early adopters are to lockup their AXS
tokens for about 5.5 years and receive rewards in the process.2 7 The 5.5
years constitute the length of time before all 270 million AXS will be
released.23 " According to Axie Infinity's staking strategy, the AXS holders
gain the opportunity to vote on the fate of Axie Infinity's community
treasury, which stores all protocol earnings. The value of the Community
Treasury is now over a billion dollars in tokens.23 9

The radical purpose behind this staking strategy is to phase out direct
control "over the game and hand governance to the community."24o Axie
Infinity introduced Axie Infinity Shards (AXS) in November 2020 to ensure
the game becomes "the first game owned by the community that plays and
supports it." 24

1 Players can earn AXS tokens through their games skills and
expertise by placing on the leaderboard during certain times and by winning
tournaments.2 42 Overall, individuals can earn AXS both "through gameplay
and contributions to the ecosystem."2 43

234 Axie Infinity Launches $AXS Staking by Surprise!, P2ENEWS.COM (Sept. 30, 2021),
https://p2enews.com/news/axie-infinity-launches-axs-staking/ ("Each AXS token represents a
little slice (shard) of the Axie universe. Staking is a way for us to reward our community
members for having a long term mindset and locking up their AXS tokens. By staking your
AXS you'll be able to earn AXS rewards when you lock up your tokens through the staking
dashboard. In the future, staking AXS will give you voting rights and a say over the use of
the Community Treasury which now holds over a billion dollars in tokens.").
235 Chittum and Martin, supra note 233.
236 Id. (noting that Axie Infinity stated that "Staking is a way for us to reward our community
members for having a long-term mindset and locking up their AXS tokens" and airdropped
$60 million of its tokens to early users of the game).
237 Id.
238 Justin Barlow, Axie Infinity: A Deep Dive, Research, THE TIE (July 21, 2021),
https ://research.thetie.io/axie-infinity.
239 See Axie Infinity Launches $AXS Staking, supra note 234.
240 See Chittum and Martin, supra note 233.
241 See Justin Barlow, Axie Infinity: A Deep Dive, Research, THE TIE (July 21, 2021),
https ://research.thetie.io/axie-infinity.
241 See Axie Infinity Launches $AXS Staking, supra note 234.
242 See id.
243 Id.
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The phase-out of control aligns with the vesting of the founders of the
Axie Infinity game in their total twenty-one percent of tokens to be
unlocked over the remaining 4.5 years.24 4 Under the decentralized and open
game business model implemented by Axie Infinity, developers take "less
than 10% of the revenue ,"245 and the players-as-producers enjoy their fair
and large share of forty-nine percent tokens and reap world value of their
NFTs.246

The combination of real-world monetary value and meaningful voice in
the governance of the platform and the community treasury, 247 Axie
Infinity's approach is a "fundamental shift" compared to traditional
games.248 The gaming industry, on the other hand, employs the governance
model of complete centralization wherein the company owns "the entire
ecosystem" with control that is "closer to a dictatorship" where all revenues
flow back to the company.2 49

4. Dynamic Layering of Different Business Sectors on Blockchain
Games

Blockchain games enable the layering of different business sectors onto
game tokens. For instance, valuable and liquid NFTs attract the lending
sector. Because players utilize their efforts, skills, and experience to earn
SLP tokens that are used for breeding Axie with different levels of skills for
battles, some players want to borrow money to purchase Axies to start
playing games. New players need three Axies to begin playing Axie Infinity
games. To meet this funding demand, new lenders foray into this market.

For example, Patron, a startup in the Philippines, focuses almost solely
on lending money to users who want to play in Axie Infinity. 25 0 To play the
game, a user must first purchase the digital creatures, Axies NFTs.251 The
new lender Patron in turn receives funding from VC Andreessen

244 See Chittum and Martin, supra note 233.
24s Id.
246 Barlow, supra note 238, explains the token economics in Axie Infinity: "21% of the AXS
allocation is dedicated to Sky Mavis, the parent company of Axie Infinity. 7% of the AXS are
dedicated to advisors, with another 8% dedicated to the Ecosystem Fund. Axie held a private
sale in mid-2020 at a price of $0.08 per AXS and held a public sale on Binance Launchpad in
November 2020 at a price of $0.10 per AXS. The remaining 49% of the AXS in existence is
to be distributed to the community via staking and play to earn rewards."
247 See id. (providing a diagram of Axie Infinity ecosystem and governance).
248 Id.
249 Id.

250 Connie Loizos, Patron, a new fund from former Riot Games colleagues, locks down $90
million, TECHCRUNCH (Oct. 19, 2021), https://techcrunch.com/2021/10/19/patron-a-new-
fund-from-former-riot-games-colleagues-locks-down-90-million.
251 Id.
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Horowitz. 252 In other words, two different business sectors layer and
function in the blockchain games space: direct lending to players and VC
financing to the lenders.

Another layer of lending creates a revenue sharing business model
wherein the lender loans out the NFTs needed to start playing a blockchain
game and then takes a share in the wins. The revenue sharing model is also
called a "scholarship program" wherein a community manager of a "guild"
lends the NFTs to a "scholar" or a player in return for a split of the rewards
between the manager and the scholar. 253 Blockchain Gaming Guild
Avocado, for instance, operates a guild to lend NFTs to scholars playing
seven blockchain games, including Axie Infinity, Cyball, and Revv Racing.
This guild's scholarship program includes over 7,000 members. For its own
capital for growth, Blockchain Gaming Guild Avocado has recently obtained
Series A funding from VC firms.25 4 Likewise, Yield Guild Games (YGG)
raised a round of VC funding led by VC Andreessen Horowitz to expand its
scholarship programs to players.255 YGG also has its own tokens, which
currently have market capitalization of more than $490 million. 25 6

Instead of direct lending or revenue sharing scholarship programs,
platform lending marketplace firms also participate in the blockchain game
space. AxieTree is an open marketplace for borrowing and lending Axies in
the blockchain game Axie Infinity. 257 Players can borrow three Axies to play
and must return the Axie if they fail to meet the SLP earning

z2 Id.
253 See Yogita Khatri, Blockchain Gaming Guild Avocado Raises $18 Million from Solana
Ventures and Others, THE BLOCK (Nov. 24, 2021),
https ://www.theblockcrypto.com/post/125341/blockchain-gaming-guild-avocado-raises-18-
million-from-solana-ventures-and-others [https://perma.cc/L9GM-D3XW]. Axie Infinity also
has its own scholarship program. See Axie Scholarship Programs, AXIE EDGE,
https://axieedge.com/axie-scholarship-programs/ ("With the recent influx of Trainers looking
to get started with Axie Infinity, prices for a team of Axie's have risen due to increased
demand. Due to this higher price, many potential players are looking for a cheaper way to get
started. Axie Scholarships, or Axie Lending programs, have begun popping up to fill this
demand. These programs are often started by trusted community members, and allow new
players to use spare Axie's to get started.").
254 See Khatri, supra note 253.
255 YGG Raises $4.6M Led By al6z to Accelerate Play-to-Earn, MEDrUM (Aug. 19, 2021),
https://medium.com/yield-guild-games/ygg-raises-4-6m-from-al6z-to-accelerate-play-to-
earn-gaming-7f5cbccce657.
256 Yield Guild Games (YGG), COINGECKO, https://www.coingecko.com/en/coins/yield-guild-
games?__cf_chljschl tk_=z36XBTcyNGDJVdTyPOWfc3vl4uH60loNvpUBanpfWE-
1640327386-0-gaNycGzNCOU.
257 Axie Tree, https://axietree.gitbook.io/axietree/; See also Episode 20- Interview with John
and Jack from AxieTree!, https://podtail.com/en/podcast/axie-chat/episode-20-interview-
with-john-and-jack-from-axiet.

2023] 87



88 STANFORD JOURNAL OF BLOCKCHAIN LAW & POLICY [Vol. 6.1

requirements.258 Alternatively, players borrowing Axies using ETH for a
specified term are not subject to SLP earning requirements.2 9 ETH is traded
at $4,510.260

In more granular detail, a lender who wishes to lend on an open
borrowing and lending platform like AxieTree selects different types of
Axies and deposit them into AxieTree for listing in the marketplace.26 ' The
lender must pay gas (ETH) for the listing.2 62 A borrower who is qualified to
borrow up to a maximum of three Axies from a lender to get started in Axie
Infinity can use credentials from registration to begin playing the game.263
The borrower can borrow certain Axies for a fixed period of time by paying
upfront with ETH or through an SLP revenue sharing model wherein the
borrower gives up certain amount of their SLP earnings with the lenders.264

AxieTree, for instance, takes ten percent of the SLP earnings.265

The borrower, however, does not own the private key to the address
holding the Axie. 266 That means the borrower cannot breed or transfer the
borrowed Axie. 267 Consequently, the lender is protected.2 68 This type of
transaction is similar to secured transactions governed by Article 9 of the
Uniform Commercial Code wherein the secured party has control of the
collateral. Here, the lender relies on technology to automatically control the
Axie collateral.

When the term of the loan expires, or the borrowing period of the Axie
ends, the borrower can choose to return the Axie and pays gas (ETH) to
return the Axie or earn more SLP to keep certain Axies.269 If the borrower
does not return the Axie themselves, the lender's bot will retrieve the Axie
from the platform. 270 For instance, AxieTree Worker Bot "scans" the
platform, identifies the loaned out Axie and returns the Axie with an expired
loan period to AxieTree's Marketplace.271 This type of retrieving Axie

258 How Do IBorrow an Axie?, AXIE TREE: FREQUENTLY ASKED QUESTIONS,
https://axietree.gitbook.io/axietree/faq-1/faq.
259 Can IReturn Axies?, AXIE TREE: FREQUENTLY ASKED QUESTIONS,
https://axietree.gitbook.io/axietree/faq-1/faq.
260 Ethereum Price, COINMARKETCAP, https://coinmarketcap.com/currencies/ethereum/.

261 How AxieTree Works + Announcing Alpha Program, MEDIUM (Dec. 25, 2020),
https://axietree.medium.com/announcing-axietrees-alpha-program-7724890978b9.
262 id.
263 Id.
264 

id.

265 Id.

266 id.
267 Id.
268 Id.
269 Id.

270 Id.
271 Id.
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resembles the self-help mechanism of secured transactions, where the
secured party can foreclose on the collateral without informing the debtor
after default and when the borrower fails to return the Axie upon the
expiration of the borrowing period.

Outside the different types of lending and VC funding sectors that layer
on top of the blockchain games, other layers include the trading at
exchanges and arbitraging of price differences among the exchanges for the
NFTs. These layering of transactions from different business sectors build a
dynamic economic system that is notably absent in the traditional gaming
industry.

5. Transnationalism

Other striking features of the P2E corporate business model include
transnational characteristics. The blockchain games, through the layering of
transactions from different business sectors, bring people together across
national boundaries and language barriers.

VCs from Silicon Valley are connected to founders in Vietnam and
provide funds to scale the blockchain games worldwide.272 Mark Cuban
from Texas and Reddit co-founder Alexis Ohanian from California were
among early notable investors in Axie Infinity to signal their belief in the
new business model before the VC firms became involved.2 73 Lenders from
the Philippines are backed by VCs from Silicon Valley for funding to lend
to users who want to start playing the blockchain games.274 Thailand-based
GuildFi received seed funding from Singapore investment firm DeFiance
Capital and Hashed Ventures.2 75 Entrepreneurs from different countries with
different cultures and languages meet each other through playing blockchain

272 See Joon Ian Wong, Blockchain-Based Games Are Now Letting Users "Play to Earn".
Here's Why That Makes Silicon Valley VCs So Excited, THE Bus. OF Bus. (Oct. 22, 2021),
https://www.businessofbusiness. com/articles/blockchain-based-games-are-now-letting-users-
play-to-earn-heres-why-that-makes-silicon-valley-vcs-so-excited (Axie Infinity creator Sky
Mavis, a pioneer in the new crypto-gaming model, is now backed by Andreessen Horowitz,
Accel and Paradigm").
273 See Andrew Hayward, Mark Cuban Joins Ethereum NFT Game Axie Infinity's $7.5
Million Raise, DECRYPT (May 11, 2021), https://decrypt.co/70554/ethereum-nft-game-axie-
infinity-mark-cuban-alexis-ohanian.
274 Loizos, supra note 250.
275 See Nguyen Thi Bich Ngoc, Australia-Based Blockchain Gaming Guide Avocado Guild
Bags $18MSeries A, DEAL STREET ASIA (Nov. 24, 2021),
https://www.dealstreetasia.com/stories/avocado-guild-funding-271184/; DeFiance Capital
Overview, PITCHBOOK, https://pitchbook.com/profiles/investor/62151-67#overview (listing
DeFiance Capital as an investment firm in Singapore); Hashed, CB INSIGHTS,
https://www.cbinsights.com/investor/hashed (listing Hashed as a blockchain-focused fund
from Seoul, South Korea).
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games and executing their visions by overcoming barriers to found new
enterprises.276

In addition to the diversity of founders, employees at the startup
enterprises are also diverse, as seen in Axie Infinity: eighty percent of their
forty employees are Vietnamese and twenty percent are from outside
Vietnam.277 Early adopters and players span worldwide, engaging in the
purchase of Axies to start their games, the earning of SLP tokens to breed
Axies, and the fighting of battles for real earnings.278 The players are active
participants in the real world economies of Axie NFTs. 279 Likewise,
exchanges and traders of blockchain games tokens face no national or other
geographical limitations.

The transnational characteristics of P2E corporate business model in
blockchain are absent from traditional games. Typically, in multiplayer
games, the international players participate in playing the games. 280

Traditional game developers and publishers are from the same country and
gather together at conferences.28

1 In the P2E corporate business model,
however, the world forms the center of the decentralized approach, and
geographical boundaries are diminished for all aspects relating to playing,
lending, funding, and hedging with real world consequences.

276 See Khuong Nha, Vietnamese Blockchain Game Creator Targets a Game Changer, VN
EXPRESS (Aug. 5, 2021), https://e.vnexpress.net/news/business/companies/vietnamese-
blockchain-game-creator-targets-a-game-changer-4334396.html (reporting that CEO Trung
Nguyen met "two like-minded foreigners ... while playing a blockchain game [and] began to
develop a game called Axie Infinity as a side project from their day jobs" and later convinced
"the two cofounders from the U.S. and Norway to move to Vietnam and focus their entire
energy on the project.").
277 See Callon-Butler, supra note 117 (reporting that Axie Infinity now has "a team of 87
people around the world, with at least 60 of them based in Vietnam, working on multiple
projects, including the game itself, an Ethereum-based sidechain called Ronin, a mobile
wallet and a decentralized exchange called Katana.").
278 See Lyllah Ledesma, Axie Infinity Finds Ready Players in Hyperinflation-Racked
Venezuela, COINDESK (Nov. 23, 2021), https://www.coindesk.com/markets/2021/11/23/axie-
infinity-finds-ready-players-in-hyperinflation-racked-venezuela ("As they have in the
Philippines, some players are making enough money to feed their families.").
279 See Wong, supra note 272 (reporting on blockchain games have triggered a "paradigm
shift around ideas of what it means to work, play, and receive access to economic
opportunities.").
280 Top 10 Online Multiplayer Games, MELIOR GAMES,
https://meliorgames.com/game-development/top-10-online-multiplayer-games/ (providing a
list of 10 best online multiplayer games that "allow gamers playing together no matter where
they are.").
281 For a list of game developers, see The Top American Game Developers, RANKER (June
14, 2019), https://www.ranker.com/list/top-american-game-developers/el-gamer-grande;
Jason W. Bay, The Best Game Industry Events for Game Developers 2022,
https://www.gameindustrycareerguide.com/best-game-industry-events-conferences; State of
the Games Industry Events, GAME CONFERENCE GUIDE, https://www.gameconfguide.com.
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The transnational characteristics of the P2E corporate business model,
if it continues to flourish, will assist in flattening access to capital for
entrepreneurs in emerging economies. In addition, the community in P2E
blockchain games is international in make-up but held together in the
decentralized system and real world economies for their NFTs and other
tokens; meanwhile, the community possesses the voting power in the
governance of the game. In other words, transnationalism shapes the
specific community and ecosystem of a blockchain game.

CONCLUSION

Blockchain games and their characteristics champion users as
producers. Here, users are the games' customers or players who possess
skills and spend effort and time to produce corporate property, such as the
SLPs, AXS, and Axies NFTs in Axie Infinity platform. Through blockchain
technology, the producers are truly the owners of the property. The
corporation, Axie Infinity, does not control or influence the ownership and
value of the property. The producers (the gainers) are in control of their
property as they build their community and expand their network effects.
They accumulate governance votes on the platform and the community
treasury. This business model radically challenges both the traditional
corporate model of shareholder primacy and the celebrated stakeholder
theory because the value created is predominately for the customers as the
true producers and owners of corporate property. Customers' skills,
expertise, efforts, and time are recognized and rewarded through property
ownership with economic realities.

The corporation's employees are the developers of the games and are
treated with true ownership of tokens recorded on the blockchain. There are
no stock option schemes as commonly seen in the startup environment. The
blockchain game whitepaper, as seen in Axie Infinity's, explains what the
employees will obtain in the token shares. In other words, employees are
valued as producers of property. Additionally, the corporation treats its
customers, who are players of their games, not as passive employees who
toil hours of playing time and spending financial resources in association
with labor. Instead, the corporation treats the customers as producers and
owners of corporate property.

In summary, blockchain games and their characteristics open new
conversations on novel ways of addressing the wealth gap and income
inequality, exploring property ownership possibilities, and encouraging the
blurring of work and play culture. Whether the disruptive model of
blockchain gaming will influence traditional corporate wealth maximization
for the shareholders remains to be seen. Nevertheless, the disruptive model
has already jolted the gaming industry by centering the users as producers
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and owners of property with real world economics while all transactions are
recorded on the blockchain.
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