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We published an article a couple of months ago on Bitcoins and its revolutionary potential, not
just as a currency, but also as a new way to build global transparent systems. And not just for
finance but for just about everything else.

| think that our readers must have noticed. Recently the price of Bitcoins has increased
significantly in China and suddenly they have become a new way to conduct finance and
payments. So in this article | want to discuss some more aspects of Bitcoin and an associated
technology called blockchain. | think that our readers will see even more possibilities to use
these technologies for social good after reading this latest article.

It Was an Accident?

Do you know the story about Post-its, the sticky notes originally invented by the company 3M?
The product originally derived from an attempt to make a super glue. That effort failed but the
company found a new use for it by accident. That’s why we have the Post-Its today — they were
an accidental product.

What that tells us is that many products that are on the market started their life as something
different. When you invent or develop a new product it’s often the case that you make it for one
use, but that you are not successful but many times a new use appears which is successful.

For example, | have a friend who started a social media company for financial professionals. It
wasn’t successful but he found a client who wanted to use it for the access it gave him to
financial data. Now my friend has changed the purpose of his company to providing financial
data in Wall Street. Now it’s progressing well. But he never knew about this use of his product
until he failed with its previous usage.

The Accidental Blockchain

You have probably heard of Bitcoin. Bitcoin is a digital currency. So far it has been a failure
although many people have started to use it. However often the people who use it are the
wrong kind of people who use if for money laundering and criminal activities. Yet Bitcoin has
many good uses and there are many companies that are starting to use it. But many



governments discourage its use because it can be used for criminal activities. Also it is a source
of money creation which is not under the control of the government so it could cause economic
problems.

But there is a use for Bitcoin which no-one ever predicted. That is the use of its underlying
technology. That technology is called blockchain. Blockchain is really a distributed ledger which
allows you to keep track of every individual financial transaction using bitcoins, no matter who
uses it, no matter where or for what purpose.

We discussed blockchain in our last article on Bitcoin. Since then in the West it has become a big
thing. IBM has set up a special unit just to focus on blockchain. It now looks like blockchain
applications could become even bigger than Bitcoin itself.

Blockchain was originally developed for controlling transactions using bitcoins. But now it is
becoming clear that it can be used for a wide variety of tasks that were never predicted. These
tasks are ones where there are millions of transactions and a central database is not possible for
whatever propose. However the activity still needs to be able to verify the origination and
ownership of transactions and transferred assets.

There are numerous activities like this. One of them is the Internet of Things (loT). The loT looks
after physical objects such as things you own or use. It comprises literally everything in the
world. They all have a tracking tag that identifies them. So now you can keep track of it no
matter where it is and even when its ownership is transferred? Then you can use blockchain to
monitor these activities. If you didn’t do this it would be impossible to keep track of the loT.

Another more obvious application is in supply chains. These days there are billions of items
being traded across countries and companies. Governments and countries need to track these
for a variety of reasons, including for trade accounting, to prevent fraud, to stop criminal
activities, for legal and ownership reasons and so on. Again you can use blockchain to do this. So
blockchain is now starting to be used in act ivies far from the original purposes of digital
currency accounting. So blockchain is another accidental product,

The Accidental Goodcoin

So it’s starting to look like, although blockchain was designed for another use, that it could
become a huge product and technology in its own right. No matter what happens to bitcoin, it
looks like blockchain has a bright future independent of bitcoin.

But what about bitcoin itself? The jury is still out. We don’t know what will happen. The idea of a
digital currency has huge appeal. But there are multiple major problems:

e Governments don’t like it because it interferes with their control over the economy so
they have less influence over employment, debt, foreign currency movements and other
economics issues;

e Criminals use it to hide the sources of illegal income and to transfer their profits to other
countries or areas;

e People can use it to avoid tax by disguising the sources of their income;



e Companies use it to reduce taxes, avoid government overview and for illegal activities
such as importing or exporting currency without permission;

e Generally the prices of bitcoins can be manipulated by market players in ways that
cannot be detected and by people who cannot be identified or traced.

For all of these reasons we don’t know if bitcoin will survive or not. But there may yet be
important accidental uses of bitcoin which any government would want to encourage. Let’s look
at one in particular.

One of the many innovations in bitcoin is that it requires that users who want to generate
bitcoins need to “mine” them, that is spend a lot of effort to “dig” them out of the digital Earth.

In bitcoin the mining part consists of running special mathematical routines that are very
difficult and time consuming on powerful computers. As this difficult and computationally-
intensive activity proceeds, it generates bitcoins in proportion to the successful computations
conducted. Mining bitcoins in this way means it is difficult to create bitcoins. That means you
can’t make too many of them so that the level of bitcoins can never get too large.

In principle, mining bitcoins can comprise any activity that is difficult and computationally
intensive. So it would be conceivable for example to require that instead of mining bitcoins by
“mining”, instead you could generate them by some other difficult activity, for example climbing
mountains. It would be possible to establish that activity as the basic activity of mining so that,
for example, after climbing one particular mountain of a prescribed height and difficulty, you
could generate another quantum of bitcoins.

As you can see, generating bitcoins can use any type of activity as long as it is difficult and
computationally intensive so it doesn’t generate so many bitcoins that it devalues the currency.

What if, instead of climbing a mountain, you could generate bitcoins by losing weight? Let’s say
you had a way of proving that the weight was actually lost by some check that could not be
made fraudulent, and that this was then attached to a computer activity that itself was
computationally intensive that resulted in the creation of bitcoins?

In this case, the mining would still be conducted, and would still create a certain number of
bitcoins. The activity to generate bitcoins would just be different, albeit still as computationally
intensive as mining the original types of bitcoins.

Again in principle you could make this activity anything at all that was difficult and could be tied
to difficult and length computations. Losing weight could be one. Another could be doing
enough work to get you out of prison if you were a prisoner who had the option to work instead
of going to prison. Or it could be serving probation following a prison sentence. Or it could be
doing enough work for the community to pay back debts.

So the mining activity in fact could be anything that was socially beneficial and socially profitable
that was linked to the computations that would generate bitcoins. Instead of calling them
bitcoins we could call them goodcoins, or greatcoins. Let’s call them goodcoins for the moment.



Let’s say that someone started up a company to create goodcoins. It would be possible for the
government to decide to accept goodcoins instead of normal money. Maybe you could pay
taxes with goodcoins. Or pay off debts. Or you could use them to meet certain targets like
reducing pollution or reducing CO2 in the air. Now the goodcoins would be beneficial in meeting
social and governmental goals.

And now, since the government mandated that these goodcoins could be used legally, the
goodcoins wouldn’t be seen as being dangerous or disruptive, they would be seen as safe,
beneficial and socially advantageous instead.

At the moment no-one has used the bitcoin mechanism to create goodcoins and to do socially
good deeds. But | predict that it is one of the accidental byproducts of bitcoin that will emerge
sooner or later. There’s no reason why a Chinese company should not be the first to achieve this.
If it does we could envisage that the use of goodcoins would spread to areas | have not even
thought of here, and to areas in which it might have been unimaginable that you could use any
kind of digital currency to operate in.

The Accidental Currency

As | have mentioned, there are many governments which disapprove of bitcoins because of their
potential to be used for criminal purposes, as well as their potential to reduce the ability to
manage the economy and public as well as private finances.

But what if a government decided that it would allow bitcoins as long as they were mined only
by the government itself? The government would do the mining itself just as it can own
companies that own the means of economic production, even if they are a monopoly. After all,
almost all governments everywhere have a monopoly over the creation of money.

Moreover when government conducts such activities as quantitative easing, they are also
creating digital currencies. The only difference is that they don’t call the results — for example
selling bonds that they create themselves — a digital currency. Instead they merely add their
value to the stock of money and assets held by the central bank and are called money by that
government, using the same units as for their normal currency, such as yuan or dollars. We
could call this new type of money “new yuan” or maybe yuancoins for short.

If a government did that it would have new ways to create money and to manage the economy.
It would have new powers that could be socially beneficial.

For example, if the government allowed a new digital yuan it could use the yuancoins to give
only to consumers so that they could buy things using them. This would help shift the economy
from investment to consumption, an important goal of the Chinese government. If, in addition,
it allowed goodcoins to be used by consumers for purchasing goods and services, this would also
shift the economy towards more consumption, something that the government wants to do as a
matter of policy.

The Accidental Bank



Once you start to do all of these things entrepreneurs and companies are going to start up a
new type of bank using digital currencies; these would use goodcoins and yuancoins. These new
banks would start up new types of banking services based on yuancoins and goodcoins. In turn
this would create demand for yet even more new types of goods and services based on these
digital currencies.

In effect these accidental banks would be startups in a new digital economy. It would be like a
new kind of digital Silicon Valley distributed over the whole of China instead of just being
confined to a few startups physically located in incubators in a few physical locations.

Accidental banks would spawn an accidental Chinese Silicon Valley that would result in an
expansion of both economic and social activity in China. As with any social innovations you can’t
predict the new kinds of goods, services and companies that would come into existence. But you
would have created a new yet accidental economy. This would have come into being with the
emergence of numerous new types of entrepreneurs; we can maybe call them accidental
entrepreneurs.

Making Accidents Happen

Some of the most innovative and powerful inventions have come from accidents. | mentioned
Post-its above. Also the example of my friend. The discovery of penicillin by Sir Alexander
Fleming was an accident. So was the discovery of the cosmic microwave background which
revolutionized not only astronomy, but also space-flight, time-keeping and then telephony.

Thoughtful entrepreneurs and policy-makers now understand that if you want to create a
culture of innovation, you need to create an environment where accidents can happen. That’s
because invariably when accidents happen, some of them will be good ones that create progress
in ways that no-one could possibly have predicted.

At first, bitcoin looks like it could be a problem. But, used in the right way, bitcoin is also an
accident waiting to happen. Not just one but numerous accidents. Many of these will go
nowhere. Some of them might even be dangerous and have to be prevented or forestalled.

But some of these accidents would also be good, even great, and even world-shattering. They
could well include yuancoins, goodcoins and other types of products and services. | haven’t even
thought of the other huge number of possibilities, and nor has anyone else right now. It may be
that bitcoin is the way for China to get its own digital Silicon Valley that is incomparably more
innovative, powerful and influential than the one in the US.

When you lead a society and do social engineering, you want things to happen which you didn’t
think of. That’s what innovation is all about.

Making bitcoin accidental would be another great way that Chinese entrepreneurs could do that.

Dr. E. Ted Prince, the Founder and CEO of the Perth Leadership Institute, located in Florida in
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