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1) Introduction

When it comes to the potential impact of blockchain technology on philanthropy and civil

society, the focus has so far been largely on three areas:
1) Reduction of transaction costs through disintermediation (e.g. Disberse)
2) Automating processes through the use of smart contracts (e.g. Alice.si)

3) Boosting transparency through asset tracking (E.g. both of the above, plus the BitGive

Foundation’s GiveTrack)

We have explored many of the implications of these (and other) features of blockchain' in

the context of philanthropy in a series of blogs and papers.

But where there has been less focus up to this point is on the broader question of
decentralisation, and what this might mean for civil society. We flirted with this issue in our

paper Block and Tackle, where we looked at the possibility of creating charitable entities on

the blockchain; whether these could be structured as Distributed Autonomous Organisations
(DAOs); and what the implications might be for charity requlation. However, recent
developments such as the emergence of a new wave of DAOs following the hack of the
original DAO last year (confusingly called “The DAO”), the massive rise in the number of

Initial Coin Offerings in place of traditional IPOs,3, and the creation of blockchain prediction

markets such as Augur and Gnosis, suggest that we perhaps didn't develop these ideas far

enough. So in this paper we want to push them further to see where they might take us.

" There is a growing school of thought that it would be better to use a term like “Distributed Ledger Technology”
instead of blockchain when talking in broad terms, but we will stick with the latter for now on the grounds of

edse.

’The blogs can all be found here https://givingthought.org/tag/philtech/, and the papers are collected here:

https://www.cafonline.org/about-us/publications/blockchain

* We are not going to get into the question of whether this constitutes a bubble in this paper. Suffice it to say
that even if the enthusiasm for ICOs turns out to be a bubble that subsequently bursts, the fundamental
concept of a DAO is likely to persist. After all, the South Sea bubble in the early 18" century was one of the key

drivers in the adoption of the joint stock corporation model that forms the basis of so many modern businesses.
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2) Decentralised distribution of money:
blockchain philanthropy

As already mentioned, one way in which blockchain can be put to work in a philanthropic
context is by disintermediating the transfer of money. Currently, to get money from donors
to end beneficiaries (particularly in an international context) involves a long chain of banks,
NGOs, government agencies, law firms and so on. Each of these adds transaction cost, and
thus reduces the overall amount available for the intended social purpose at the point of

dispersal.

Blockchain offers the possibility of disrupting this chain, because it can reduce or even
remove the need for third party authorities. Currently, anyone with a cryptocurrency wallet
can send money to anyone else without regard to geographic boundaries or the need for
currency conversion. However, simply using cryptocurrency won't automatically result in social
good: the money still needs to be directed according to some sort of philanthropic purpose.
Cryptocurrency usage is also still very much a niche activity, so any philanthropic initiative
that relies on donors or beneficiaries being existing cryptocurrency users is going to struggle.
Thus, in order to harness the potential philanthropic benefits of blockchain technology

disintermediating financial transactions at scale, you need to do one of two things:

1) Build a philanthropy platform on blockchain that works now (probably using some
form of tokening, so that users don’t need to operate in cryptocurrency)”, and then
attempt to scale that up by developing uses cases and pilots with a view to expanding
adoption to the point where the platform has sufficient utility (this is essentially what

Disberse are doing). Or;

2) Focus on lowering barriers to the adoption of blockchain technology through

cryptocurrency use, in order to lay the groundwork for eventual mainstream

“ And also work out how to hedge against fluctuations in value etc.
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philanthropy usage. Possibly develop payment platforms that are particularly well-
suited to philanthropic context (this is what Humanig are doing, with their aim of

combatting financial exclusion using blockchain).

However, assume for a moment that we have solved the problem of access to the technology
(i.e. blockchain usage is ubiquitous). Would we actually need dedicated philanthropy
platforms anymore? If enough people with disposable income are using blockchain, and so
are enough people in financial need, can’t they simply interact with each other directly? The
initial reaction might be, “of course not, it's totally impractical - that’s why there are charities
and NGOs in the first place”, but in actual fact this trend is already happening regardless of
blockchain. There are a growing number of direct donation platforms (the most famous of

which is GiveDirectly.org), which enable donors to give directly to individuals or community-

level groups in the developing world on the basis that the most effective way to help is to give
them money and empower them to decide best how to use it. There are also platforms like
Kiva, which allow people to make socially-motivated loans to individuals and community

groups.

Blockchain could make it far easier to develop direct giving platforms at a much larger scale.
But do we even need this level of infrastructure? From the point of view of actually making
the donations (given our working assumption about ubiquitous blockchain access), the
answer seems to be no. Obviously in reality these platforms are also adding value in terms of
identifying beneficiaries, tracking impact etc., but what this demonstrates is that once you
start thinking through the true potential of blockchain technology, you have to start
challenging many of your own assumptions about the value that is added by centralisation.
Which is not to say that there is no value to it; simply that you have to be much clearer about
what that value is given that there is now an alternative. And as we shall see, if we do
challenge our assumptions in this way it could lead us to question the very notion of

organisational structure that we currently take for granted.
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3) INTERLUDE: A little bit of history

Let’s just lift the needle for a second to ask a relevant question: why did the idea of a
charitable organisation arise in the first place? A full answer would require more space than
this discussion c1||ows,5 but in basic terms the story is this: the traditional mediaeval model
was one of direct, person-to-person almsgiving, but due to a range of factors (most
importantly the Reformation starting a long trend towards the secularisation of giving, and
the urbanisation of society resulting in a huge shift in the scale and nature of poverty) this

traditional model was no longer adequate by the time of the industrial revolution.

In response to the failings of mediaeval methodsb and mirroring developments in the
commercial world, where the concept of the joint stock company was emerging —a model of
‘associative philanthropy’ was developed, where donors began to come together to pool their
resources and jointly address problems The recognition that collaborating effectively and
achieving scale would require structure led to the formation of specialised intermediary
organisations, which were the origins of the registered charities and nonprofits that we know
today. Most of these organisations quickly became centralised. This may have been a
reflection of wider society at a time (which was extremely structured and hierarchical), or
simply a reflection of the challenges of achieving scale through distributed models. It is much
easier to make decisions centrally among small group of people who know each other than it
is across a diffuse network of strangers. And this would have been even more the case in a

pre postal service and telephone era, when communication options were extremely limited.

[t is worth noting that there is another tradition in the development of civil society which
focusses on self-help among those of similar status, rather than on philanthropy from rich to
poor. In this tradition we see far less centralised structures emerge, such as co-operatives and

mutual societies (although some degree of centralisation was still necessary beyond a small

> If you are interested in finding out more about the historical development of philanthropy and charities, you

can find it in CAF’s book Public Good by Private Means, written by the author of this paper.
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number of members). The history of mutualism and co-operatives may well have quite a lot

to tell us about our decentralised future, as we shall see.

Coming back to the philanthropic tradition; if the trend towards greater organisational
centralisation was driven by the requirements of operating effectively at scale and still being
able to make decisions, what does the development of decentralising technologies like
blockchain mean? We have seen that when it comes to the distribution of money, blockchain
could accelerate a return to a model of P2P giving (albeit one that is global in scale). But the
examples of philanthropic platforms we have looked at so far still have some degree of
organisational centralisation. Presumably this is because although they are leveraging
blockchain technology to operate in a decentralised way when it comes to logistics, financial
transactions and so on, they still require a central core for decision making. However, could
we do away with even this final residue of centralisation? Perhaps we can, as we shall see in

the next section.
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4) The decentralisation of decision -
making: civil society DAOs

Some of the most exciting avenues of development for blockchain technology are the
attempts to use it to effect radical overhauls of governance and decision-making structures.
Any corporate entity, be it a company or a charity, is, in its most basic terms, simply a
collection of named individuals (directors, trustees and staff) and a series of rules governing
the scope of their agreement to collaborate and the terms on which they are doing so.
Assuming that the personal ID of any relevant individuals can be recorded on a blockchain

(which many initiatives are already working on), and any relevant assets can be also be

recorded (either directly, or in the form of tokens), then a set of rules binding them together
can be enshrined in the form of smart contracts and voila: you've got a blockchain-based

company (or charity).®

The thing is; once you are able to do this, it becomes clear fairly quickly that there is no
reason that the structure of such an organisation should mirror corporate structures that
evolved in the real world through a combination of historical and practical factors that no
longer necessarily apply. Why install a hierarchy of individuals who occupy elevated status
within the organisation: why not just go the whole hog, and just decentralise the organisation

itself?

That is where the idea of a Distributed (or Decentralised) Autonomous Organisation (DAO)
comes in. A DAO is essentially a collection of smart contracts’ that governs the interactions of
individuals who choose to become members (usually through the purchase of ‘tokens’ or

‘coins’). The basic idea is to incentivise those behaviours deemed to be desirable (e.q.

® For more on this idea, see our previous paper Block & Tackle: using blockchain technology to create and

requlate civil society organisations.

” Asmart contract is a self-executing computer protocol that performs some action in response to a set of pre-

determined criteria being met.
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developing stock picking algorithms in the case of Numerai, or accurately predicting and

reporting real world events in the case of Gnosis or Augur), whilst disincentivising undesirable

behaviours (e.g. dishonesty, self-interest etc.). A mechanism for joint decision making can
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