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Blockchain technology will 

enable people to make monetary and 

other transactions directly with others 

without using a trusted intermediary, 

such as a bank or other financial firm 

or even many government agencies. 

The government maintains records of 

property ownership. When a property 

owner sells the property to another, 

most often a title company noti-

fies the government land office that 

the transaction has occurred, and 

the necessary payments have been 

completed. The process is subject to 

fraud because it normally involves 

at least two banks, a title company, 

and perhaps other trusted interme-

diaries. Both buyers and sellers are 

also dependent on the government 

to properly record the change in 

ownership and maintain the records 

in a totally secure fashion, often for 

decades. In some countries, govern-

ment officials are bribed to change 

the records.

The use of the blockchain solves 

this problem in that a block is cre-

ated for the property and every time 

there is a change in ownership, that 

change or block is added directly to 

the previous block, which cannot be 

altered and is recorded on thousands 

of computers throughout the world 

in an open ledger, which can be 

seen by all. The need for a central 

registry is eliminated as it is almost 

impossible ever to hack or alter the 

records in the block. This is just one 

example of the thousands of uses of 

a blockchain.

At the moment, if you buy 

something from a company located 

in Germany, it is necessary for 

your bank to transfer funds to their 

German bank, which will often 

require your dollars to be exchanged 

for euros. The whole process of 

providing your bank with the prop-

er notification and information and 

ensuring that the seller’s account in 

Germany is credited with the proper 

number of euros is expensive and 

time consuming.

If the German seller were will-

ing to accept a cryptocurrency for 

payment, such as Bitcoin, then the 

Bitcoins would be deducted from 

those stored in your computer and 

w
ho is (are) Satoshi Nakamoto, who pseudonymously 

developed bitcoin? A man, a woman, or a group? With the 

invention of the blockchain, the unknown Satoshi is in the 

initial phases of changing the world in a most radical way. A blockchain is an 

encrypted, distributed ledger operating though thousands and, in some cases, 

millions of computers worldwide.

Many of you may be reading this article in your hotel room. Traditionally, 

you probably used a travel agent to select the hotel and make the reservations. 

With the rise of the Internet, many found it easier to make the reservations for 

the airplane, hotel, etc. directly rather than use a travel agent. The result of this 

disruptive technology was the elimination of thousands of travel agents.
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transferred directly to the seller’s 

computer. A blockchain would be 

used to guarantee that the Bitcoins 

had not been previously spent and 

to keep a record of the transaction, 

which cannot be altered. No banks or 

other financial intermediaries would 

be required to process the transac-

tion, including foreign exchange. The 

whole process would be done elec-

tronically, almost instantaneously, and 

at very little cost, and with absolute 

security.

Most people rarely think about 

how costly and inefficient our exist-

ing money regimes and systems are. 

Money was created thousands of 

years ago to overcome many of the 

problems of simple barter. Money 

serves as a unit of account, a medium 

of exchange, and a store of value. At 

the moment, the U.S. dollar has by 

de facto become the world’s currency, 

in that most global trade is in dol-

lars (particularly commodities), dol-

lars serve as most international bank 

reserves, and most foreign exchange 

is ultimately cleared in dollars by the 

U.S. Federal Reserve.

The U.S. dollar hegemony is 

resented by many foreign govern-

ments who are endlessly seeking 

alternatives. There is always the risk 

that the U.S. dollar might be subject 

to a high rate of inflation since it is 

a fiat currency, which would destroy 

whatever claim it has to being a store 

of value.

Physical paper dollars are costly 

to produce, use, store, and transport. 

blockchain technology 

will enable people to 

make monetary and 

other transactions 

directly with others 

without using a trusted 

intermediary, such as a 

bank or other financial 

firm or even many 

government agencies.
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They are subject to loss and theft. 

They are a major carrier of disease. 

They are subject to being counter-

feited. They wear out. And, their cost 

of printing, given all of the anti-coun-

terfeit measures, is not insignificant.

In 1976, the great economist and 

Nobel Laureate, F. A. Hayek, wrote 

a classic book, Denationalisation 

of Money: The Argument Refined, in 

which he argued that there was no 

reason for governments to have a 

monopoly on money and that private 

competition would likely ultimately 

produce a better money. Hayek 

concentrated on money as a store of 

value, in that he was writing during 

the great inflation.

Hayek thought that private entre-

preneurs were likely to develop some 

sort of commodity basket to back 

their money, once they had the legal 

permission to do so. I found Hayek’s 

arguments persuasive and spent time 

for a couple decades thereafter, with 

my team of economists, trying to 

identify the ideal basket to back a 

private money.

A couple of decades ago, I wrote 

a book, The End of Money and the 

Struggle for Financial Privacy, in 

which I argued that the movement 

towards digital and cryptocurren-

cies could not and should not be 

stopped. All of the major technical 

problems with the exception of the 

double-counting problem (that is 

counterfeiting the digital coins) had 

been solved.

Cryptocurrencies are digital 

assets designed to work as a medium 

of exchange and unit of account, 

and ideally as a store of value. 

Cryptocurrencies like Bitcoin have 

shown that they can work as a medi-

um of exchange and unit of account. 

Cryptocurrencies that are not tied 

to something real, rather than just 

a computer algorithm, have been 

less successful in serving as a store 

of value. Until the invention of the 

blockchain, there was no method of 

totally preventing double spending 

of a given coin.

For example, in the pre-blockchain 

era, if you had a cryptocurrency 
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Cryptocurrencies like Bitcoin have shown that 

they can work as a medium of exchange and unit 

of account. cryptocurrencies that are not tied 

to something real, rather than just a computer 

algorithm, have been less successful in serving  

as a store of value.
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in your computer that you had 

purchased from perhaps the original 

issuer, there was little that prevented 

you from making a digital copy of 

the coin you had purchased and then 

spending the copy (the counterfeit 

coin) rather than the original, which 

you still had. The blockchain, by 

tracing the origin and chain of 

ownership of each coin or digital 

token, in essence, makes sure that 

each token is unique and valid.

(Note: there are a number of 

excellent videos and papers that 

can be readily found on the Internet 

that explain blockchains in as much 

or as little detail as anyone would 

want. The general concept and ideas 

behind blockchain are fairly simple, 

but implementations are sufficiently 

complex and detailed that even the 

short explanations normally take sev-

eral pages or video minutes.)

There are now hundreds, if 

not thousands, of individuals and 

companies, trying to develop the 

ideal cryptocurrency. Some are 

concentrating on the medium of 

exchange function while others 

on the store of value function. 

Facebook, along with a number of 

large financial partners, is working 

on a greatly improved medium of 

exchange function.

Users of cryptocurrencies are 

looking for speed of transaction, 

minimal cost, preservation of value, 

and financial privacy. Governments, 

on the other hand, fear losing their 

monopolies on money, which are 



very profitable, and which provide 

them with a great deal of control 

over the citizens. Many governments 

hate the concept of financial privacy 

because it makes it much more dif-

ficult for the government to find tax 

cheats, money launderers, drug deal-

ers, and other assorted criminals. 

Others argue that financial instru-

ments, such as cryptocurrencies, that 

provide high degrees of financial 

privacy are necessary for the people 

to protect themselves against rogue or 

corrupt government officials and gov-

ernments. That is, financial privacy is 

necessary to protect liberty.

Now that the genie is out of the 

bottle, there will be years of struggle 

between entrepreneurs and govern-

ments as to which organization can 

provide the best money as a store of 

value with a high degree of privacy. 

A little more than a hundred years 

ago, there were more than 2000 

automobile manufacturers in the 

U.S. It took the market some years 

to determine if the standard would 

be the diesel, gasoline, kerosene, or 

electric engine — as well as many 

other standard features of cars — 

so people could easily go driving 

from one brand to another. By the 

1970s, before the foreign manufac-

turers entered the market in force, 

most cars sold in the U.S. were from 

the big three car companies (again, 

down from 2000-plus).

The same market forces which 

forced consolidation and standard-

ization in the automobile industry 

are likely to play out in the global 

cryptocurrency industry. It will be an 

exciting time. May we all live long 

enough to see the endgame! 

Dr. Richard W. Rahn is chairman 

of the Institute for Global Economic 

Growth and Improbable Success 

Productions.
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As one of the world’s most prominent 
international financial centers, it seems 
only natural that Grand Cayman would 
become a leading jurisdiction for the 
financial technology (“fintech”) sector, 
including blockchain and cryptocurrency.

For example, Cayman-registered entity 
Block.one made global headlines by 
raising approximately US$4.1 billion 
between June 2017 and June 2018 in an 
“initial coin offering” (cryptocurrency’s 
rough equivalent to an “initial public 
offering”).

In Grand Cayman, the locus for 
blockchain ventures is Cayman 
Enterprise City, which was established 
in 2011 and now includes three special 
economic zones — Cayman Tech City, 
Cayman Commodities & Derivatives City, 
and Cayman Maritime & Aviation City.

As of June 2019, more than 175 
technology-focused companies had 
established a physical presence within 
Cayman Tech City, accounting for about 
70 percent of the total companies based 
in Cayman Enterprise City.

Of those tech companies, 60 are utilizing 
or developing blockchain technology.

One such entity is Praxxis, which was 
established in Cayman within the past 
year. The company’s Chief Operating 
Officer William Carter said, “Our 
technology focuses on the backend 
consensus protocols which define how 
blockchain platforms reach agreement 
on a transaction when it is submitted by 
a client.”

He said, “Praxxis’ focus is on building 
consensus mechanisms that are both 
scalable and quantum secure and 
support consumer payment use cases.”

Cryptocurrency and digital privacy 
pioneer David Chaum founded Praxxis 
as well as its sister company Elixxir, a 
privacy-protection platform based in Los 
Angeles.

“The last piece of the puzzle that we 
needed was a bullet-proof consensus 
algorithm that could scale to support 
world-wide adoption, and this is why we 
came to Cayman,” Carter said.

He said, “When deciding where to 
generate the intellectual property behind 
our platform, we wanted to make sure 
we could spend our time and money 
building technology and not reacting 
to the uncertainty in the regulatory 
environment.”

Saying that the company examined 
Cayman, Estonia, Malta, and 
Singapore as possible locations, Carter 
said, “Our particular needs were to 
be able to bring in top engineering 
talent from around the world, be able 
to easily communicate with Elixxir’s 
office in Los Angeles, be near a 
major international travel hub, foster 
an environment of innovation for IP 
development, and be near a major 
finance hub.”

Ultimately, he said Cayman was chosen 
due to the country’s “proximity to 
the Elixxir office in Los Angeles and 
the ease with which we were able to 
get up and running thanks to Cayman 
Enterprise City (CEC).”

He said CEC was able to set Praxxis up 
in its Cayman office space within two 
months, and that the government’s 
support of the industry through 
CEC “puts Cayman in a unique and 
leverageable situation by housing a 
base of experts on the islands which 
can inform the government and local 
traditional financial and legal companies 
on how this technology could shape the 
financial landscape of the future.”

In June, two industry bodies were 
launched to represent Cayman’s 
growing digital economic sector. 
Digital Cayman has three main goals: 
to support companies seeking to 
establish a physical presence in 
Cayman; to empower Cayman’s 
workforce to pursue careers in 
technology; and to guide regulatory 
and legislative changes required for 
digital innovation.

A separate group called the Blockchain 
Association of the Cayman Islands has 
an even simpler message: “To promote 
everything Blockchain related in the 
Cayman Islands.”

‘Block on the Rock’:  
grand cayman’s growing fintech sector




