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ABSTRACT

Tokenized economic systems, powered by blockchain and distributed ledger tech-
nologies, are reshaping ownership, finance, and governance through digital tokens 
representing assets, rights, or value. While offering transparency, efficiency, and new 
economic models, these systems introduce significant risks—technical vulnerabilities, 
market volatility, regulatory gaps, and governance flaws. Ethical concerns such as 
exclusion, manipulation, environmental harm, and lack of accountability are also 
prevalent. Through analysis of token types, systemic risks, and real-​world failures 
(e.g., TerraUSD, The DAO, OpenSea), this chapter highlights both the promise and 
pitfalls of token economies. It proposes principles for responsible tokenization—
including transparency, equity, sustainability, and hybrid governance—supported 
by interdisciplinary collaboration. The chapter aims to guide developers, regulators, 
and researchers in building resilient, ethical, and inclusive digital economies.
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1. INTRODUCTION

The way money is handled and financial systems work, is being transformed 
like never before. Recently, the rise of tokenized economic systems has been made 
possible by blockchain and distributed ledger technologies (DLT). With these sys-
tems, digital tokens stand in for real-​world assets and allow for exchange, decision-​
making and value trading, all done without a central authority. Because of this, the 
ecosystems are drastically changing ownership, investment and supervision methods, 
giving hope for future value systems based on transparency, decentralization and 
inclusion (Buterin, 2014; Tapscott & Tapscott, 2016).

What is attractive about tokenization is that it can give equal access to capital, 
cut out middlemen and improve how transactions happen. A token on a blockchain 
network allows you to own part of artwork, real estate or business shares, trade 
them and oversee their use. This method leads to cost savings as well as allows 
more countries to participate in markets they could not join before (OECD, 2020). 
Even so, there are a lot of big challenges tied to these benefits. Tokenized systems 
have also created different types of risks which include issues with technology, 
changing regulations and conflicts related to privacy, fairness and environmental 
impact (Zetzsche, Buckley, & Arner, 2020).

We can observe the need for attention to these issues by observing the collapse 
of TerraUSD (UST), the DAO hack and issues with NFTs on platforms such as 
OpenSea. Such major incidents have shown the weaknesses of current tokenization 
schemes and revealed reasons why centralized structures cannot be fully trusted 
(Goforth, 2021).

This chapter carefully looks at tokenized economic systems, including their main 
workings, the problems they may bring and the ethical issues that arise. Using per-
spectives from computer science, law, ethics and economics, we want to provide an 
in-​depth look and practical tools to guide the development of responsible, equitable 
and sustainable token economies.

2. UNDERSTANDING TOKENIZATION

Tokenization happens when any properties of an asset such as ownership, are 
assigned to a digital token on a distributed ledger. They may be used to show own-
ership of assets, for example, money, land, inventions, stocks or roles in governance. 
Because of tokenized economies, ownership can now be programmed, records are 
permanent and transactions are automatic, so finance and exchange are no longer 
the same as before (Catalini & Gans, 2016).



 

 

22 more pages are available in the full version of this

document, which may be purchased using the "Add to Cart"

button on the publisher's webpage: www.igi-

global.com/chapter/risks-challenges-and-ethical-

considerations-in-tokenized-economic-systems/402837

Related Content

A New Neural Networks-Based Integrated Model for Aspect Extraction and

Sentiment Classification
Rim Chiha, Mounir Ben Ayedand Célia da Costa Pereira (2021). International Journal

of Multimedia Data Engineering and Management (pp. 52-71).

www.irma-international.org/article/a-new-neural-networks-based-integrated-model-for-aspect-

extraction-and-sentiment-classification/301457

Towards Improved Music Recommendation: Using Blogs and Micro-Blogs
Remco Snijdersand Marco Spruit (2014). International Journal of Multimedia Data

Engineering and Management (pp. 34-51).

www.irma-international.org/article/towards-improved-music-recommendation/109077

Blockchain Technology for Enhancing Data Integrity and Security
Satya Subrahmanyam (2025). Complexities and Challenges for Securing Digital

Assets and Infrastructure (pp. 29-46).

www.irma-international.org/chapter/blockchain-technology-for-enhancing-data-integrity-and-

security/380288

An Innovative Multiple-Object Image Retrieval Framework Using Hierarchical

Region Tree
Wei-Bang Chenand Chengcui Zhang (2013). International Journal of Multimedia Data

Engineering and Management (pp. 1-23).

www.irma-international.org/article/an-innovative-multiple-object-image-retrieval-framework-

using-hierarchical-region-tree/95205

Gender-Based Tweet Analysis (GTA)
Dipti P. Ranaand Navodita Saini (2021). Data Preprocessing, Active Learning, and

Cost Perceptive Approaches for Resolving Data Imbalance (pp. 255-267).

www.irma-international.org/chapter/gender-based-tweet-analysis-gta/280922

http://www.igi-global.com/chapter/risks-challenges-and-ethical-considerations-in-tokenized-economic-systems/402837
http://www.igi-global.com/chapter/risks-challenges-and-ethical-considerations-in-tokenized-economic-systems/402837
http://www.igi-global.com/chapter/risks-challenges-and-ethical-considerations-in-tokenized-economic-systems/402837
http://www.irma-international.org/article/a-new-neural-networks-based-integrated-model-for-aspect-extraction-and-sentiment-classification/301457
http://www.irma-international.org/article/a-new-neural-networks-based-integrated-model-for-aspect-extraction-and-sentiment-classification/301457
http://www.irma-international.org/article/towards-improved-music-recommendation/109077
http://www.irma-international.org/chapter/blockchain-technology-for-enhancing-data-integrity-and-security/380288
http://www.irma-international.org/chapter/blockchain-technology-for-enhancing-data-integrity-and-security/380288
http://www.irma-international.org/article/an-innovative-multiple-object-image-retrieval-framework-using-hierarchical-region-tree/95205
http://www.irma-international.org/article/an-innovative-multiple-object-image-retrieval-framework-using-hierarchical-region-tree/95205
http://www.irma-international.org/chapter/gender-based-tweet-analysis-gta/280922

