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The Heartland: the P2P Platform

for A New Economy of Trust™

Daisuke Araya ™™

Introduction: Demand for an Alternative Economy

In my previous paper, I formulated the theory of a new economy that is free from any forms of
exploitation. In this paper, I would like to discuss how to actually implement the theory in society.
Once the exploitation-free economy has been envisioned in theory, how should it be realized in
practice? Theoretical possibilities alone are nothing more than a pie in the sky. Nor is it realistic to
violently shut down the current system in order to establish a different economy. The task of this
paper is to show the feasibility of alternatives without enforcement or violence of any form.

People’s desire for an alternative economy is there even in the current capitalist society. In
capitalist societies, there is a tendency to think of “individual happiness” as the only kind of
happinessm, but we can also see a movement to discover happiness in meaningful social
relationships. For example, “pro bono,” which began to attract attention in Japan around 2010, can
be thought of as a reflection of people’s desire for meaningful social relationships. The term “pro
bono” refers to free social activities in which working people with day jobs use their expertise and
experience to participate. These days, more and more people are participating in such activities
that do not involve financial gain, as they find them “worthwhile.

One of the participants from Tokyo involved in pro bono activities to solve problems in rural
areas said, “I think the most important thing for me was that my positive attachment to the
community grew through a number of community-based experiences, and I felt that something
might change if we could solve this problem together. The scale of the project was such that I
could grasp it as my own, and I felt that what I had done would be put to good use.”? Tt is obvious
here that the “social relationships” gained through pro bono work is the motivation for
participation. Activities that are not profitable from a monetary perspective are nevertheless seen
as gainful in terms of the acquisition of meaningful social relationships(g).

In recent years, many people from the cities have migrated to the countrysides and established
economic relationships in the regions while maintaining relationships with the urban areas. For
example, the “Small Earth Project” being carried out in Kamogawa, Chiba Prefecture, is known as

an attempt to create a local economy by using a renovated old house as a commons and holding
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events, involving not only local residents but also visitors from the urban area. In Yanaka, Tokyo,
attracting tourists via the connections among people in the region as a “tourism resource” can also
be observed in the development of “Machiyado,” which was proposed by Kokichi Miyazaki and
others who run a community space. Such efforts provide a value different from that of the market
principles. The demand for a different form of social relationship with others, independent from the
economically forced relationships in capitalist society, is still latent but gaining traction now.

However, the current attempts are all localized and segregated within the capitalist society.
The desire to form social relationships different from the economically driven ones is still latent in
the majority of the people. Also, the enjoyment of meaningful social relationships may be limited to
the economically privileged. It seems that people must first establish their “individuality” in
capitalist society, and they come to discover the value of meaningful social relationships thereafter.

In this paper, I will propose a new platform for economic transactions in order to facilitate the
people’s desire for social relationships, which remains latent for the majority of people. The
platform “Heartland” will be offered first as a service in the current capitalist society. Presented as
a network of small communities, the platform will stimulate and facilitate people’s desire for
meaningful social relationships, and lead them to build a trust-based, exploitation-free economy. The
operation of the platform, at its inception, is conducted under the market principles of capitalist
society. However, it is ultimately designed to be a democratic system for all users. The “fees”
earned on the platform will be voted on by the users, not the investors, in the final stage of the
Heartland's formation.

As a proposal for the Heartland Project, I will outline a concrete method for implementing a
new economy in society that is open and conductive to a variety of meaningful social relations.

1. Networking Smaller Communities: the Heart DAO

The Heartland Project will provide the infrastructure for networking small communities by
leveraging blockchain technology.

The Heartland: A Trust-based Economy

Trust-based relationships with others formed within small communities allow for the exchange
of goods and services that are different from the market principles.

The value of goods in a capitalist economy is usually determined by the market principles.
Whether or not the product one offers has value in the market is left to the aggregate supply and
demand in the market, with not much room for the subjective judgment of the provider. The
“value” of a product is proven by winning in the competition based on the market principles, and it
is this anonymous trust in the market that makes the economy work.

For this reason, “commodification” via the market principles presents a very big hurdle to the
market participants, and it is not something that individuals can easily overcome. Individuals will be
forced to offer their labor as a commodity to companies that have the means of production and
competitive power, and will be forced to enter into relationships with others through the market
principles.
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However, each person’s commodity offered in a small community has a different mechanism
based on social relationships. The value of a product will not be left to free competition in an
anonymous market; it is measured in terms of trust with other people. Those who provide products
with low use-value not only miss out on future exchange opportunities, but also damage their social
relations. On the other hand, the hurdle presented by commodification is significantly lowered when
social relationships serve as a vehicle for exchange. Each person will no longer be an individual
separated from the means of production, but will be able to offer his or her own commodity in the
context of social relationships.

A Trust-based Economy is not a Gift Economy

It is important to note that the exchange in these small communities is not necessarily a gift.
When we think of alternatives to the market economy, the gift economy may immediately come to
mind. However, the exchange of goods based on social relations needs to be understood as different
from gift-giving.

It is true that gift-giving is a social act that creates strong social ties. The gift economy, which
signifies an “economy” different from the market economy, has already been studied for more than
a hundred years since the early 20th century. In contrast to the market economy, which always
demands an equivalent “monetary return” from the other party in an exchange and settles the
relationship after each exchange, the gift economy does not demand a direct return, but allows
goods to circulate, thereby creating a strong social bond.

However, in order for the gift economy to properly function, it is necessary for the recipient to
feel obligated to return the gift, and it is known that this structure often results in a relationship of
servitude.

In order to socially establish the “sense of debt” given along with the gift, a certain norm is
enforced among people. Even if the giver does not ask for anything in return, the sense of debt is
automatically instilled in the receiver. As a result, people must know and share the codes within
the community, and a distinction between inside and outside is established. Thus, the gift economy
is likely to lead to the subjugation of people through a sense of debt in a closed sphere.

Formation of social relationships is not limited to gift-giving. As we saw in the previous paper,
if there is no exploitation of social capital, economic transactions usually involve development of
social relationships. Even in the case of value-equivalent economic transactions, new surplus value
measured in terms of social capital is generated, which functions as a social bond among people as
long as the surplus value is not captured by industrial capital in the market principles.

Creating the Norms

This chapter presents a vision of a platform for P2P transactions, which enables the exchange
of goods and services based on relationships of trust.

In exchanges dominant in the current capitalist society, specific rules are shared in advance,
which revolves around the market principles. Because the norms are fixed in this way, there is no
need for people to establish and develop new social relationships. Even in the P2P transactions that

are based on relationships, each person is basically required to conform to a specific framework of
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norms, in which they must act as a separate and individual economic entity.

However, in the P2P transactions based on relationships of trust, the cost of searching for new
social relationships arises each time, because there is no common norm that eliminates the need for
such search. For this reason, small communities that share explicit norms are required, in order to
eliminate these costs and to enable transactions that are open to seamless social relationships with
others. Since it is cumbersome for each community to define its own norms, the Heartland platform
standardizes the cost of setting the rules in the community, by having a variation of templates. The
Heartland attempts to reduce the cost of setting rules in the community and the cognitive cost for
users to accept the rules of the community. By providing a normative template with a range of
choices, the freedom to form social relationships with others and the cost of doing so can be
reduced.

Community Size Limits

The size of each community will be limited to 150 people. The size limit is to ensure a “direct
democracy” where people can interact with each other, and also to avoid causing a certain “sense of
justice” where big communities come to dominate small ones

The awareness that one belongs to the “majority” in a particular group at a particular location
implicitly brings about a sense of “justice” in those who belong to that community. However, when
the community becomes the majority in a particular area, it fosters a sense that those who do not
join the community are wrong, and may lead to the treatment of those who do not agree with the
norms of the community as “minorities.” The size limit is necessary to ensure the freedom to build
diverse relationships with others and to ensure that people are always tolerant of people with
different values. In an open yet incomplete economy where one needs to be open to others for the
sake of exchange of goods and services, one naturally becomes restrained from universalizing one’s
“Justice.”

Freedom from the “Local” Community

In the Heartland, people can participate in a multitude of communities. These Heartland
communities operate online and are not necessarily limited by geographical locations. There have
already been various efforts to develop local economies in collaboration with people in urban areas.
However, since the basis of community is social relations, it is not necessary to have geographical
proximity. As long as human connections are established, a community can be freed from
geographical constraints. Thus, one can be freed from participation in a “local community” based on
geographic proximity. Communities that force participation based on geographic proximity will be
replaced by decentralized small communities. Community participation will become an active choice

in search of the social relations that one desires, rather than an involuntary commitment.
Trust and Security

A single community based on geographical proximity has been enforced mainly from the
perspective of security. The presence of “outsiders” to the community to which one belongs has
been considered a threat to the “security” of one’s life. However, as Toshio Yamagishi has shown,
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the “security” guaranteed by homogeneity within a community and the “trust” in human beings are
not only different, but also negatively correlated. The “security” of homogeneity is only possible by
drawing “outsiders” inside, which assumes a coercive attitude toward the outside. In addition, the
standard of homogeneity within significantly narrows the possibilities of encounter with “others”
outside the community. It damages the ability to build relationships with people other than the
homogeneous ones within the community.

Yamagishi says that trust in human beings is fostered in situations where unconditional
“security” is not the norm. “Trust” in this context is different from “sycophancy,” which is
unconditional trust in others without being aware of the potential dangers in relationships<4>. The
more secure we are in our environment, the more we overestimate the dangers outside our
community. Trust, rather, refers to the ability to relate to others with caution, accurately
estimating the dangers of their relationships. The safety of a community is undermined when those
who seek to dominate the community to which they belong behave coercively toward the outside
world for their own security, and it is only the trust that emerges among people who do not force
each other to do what is right that can guarantee the safety of the community. The trust that is
created between people who do not enforce "justice” on each other is what will ensure the safety of
the community.

Provision of the Services

In the Heartland economy, people offer their products on the basis of trust. As mentioned
earlier, the hurdles of commercialization there are lower than they would be in the case of the
market principles. Not only will it be easier to offer one’s knowledge and skills, but the range of
products that can be offered will also be expanded.

For example, there are P2P services that allow people to share their private cars, which are
only used on holidays and during their free time, but there are still hurdles to the generalization of
these services due to the high credit risk involved in renting them out to an unspecified number of
people through the market principles. However, if certain norms are shared within a community
where people can know each other, it would be possible to rent out the property with a small
amount of insurance. It would not require a middleman to ensure the safety of the transaction.

Similarly, for example, it may not always be necessary for each family to cook a separate meal
every day; if there is a platform that can easily provide a service to share a meal for one sitting, it
will be easier to connect nuclear families to the community. Of course, even if they are part of the
same community, there may still be hurdles in establishing the trust to bring them home, so the
scope of the service should be selectable on a case-by-case basis, such as “user specified”, “within
the community”, or “the entire Heartland.”

In order to commercialize one’s labor in capitalist society, it is a rational choice to increase one’s
market value by specializing as much as possible. Without establishing a “reputation” in the market
and gaining a position where people can immediately recognize a company’s name among many
other companies in the same industry, the company could not even enter the competition

However, in the case of markets based on trust, this division of labor for the maximum
specialization is not necessarily the optimal solution, and people can bring what they can do to the
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table. Of course, the provision of “good products” will play an important role in establishing one’s
own social status. As mentioned earlier, the “community” envisioned in the Heartland is not a
mutual-help organization that people are forced to join in the community, but rather, participation
or non-participation is left completely up to each individual. The provision of services based on
relationships can damage the social relationships of the people involved and lead to the loss of
“trust,” which is important in a trust-based economy. Maintaining a certain level of quality in the
provision of products is still an economically rational act.

The “quality” at that time should include social relations, rather than quality in light of the
market principles. Satisfaction through the exchange of commodities is obtained through the
mediation of desire for others, and social relations mediated by commodities are the source of our
pleasure. In this way, we can construct an economy in which social capital is not exploited by

industrial capital, as good products and social relations will be compatible with one another.
Portfolio of Social Capital

The Heartland’s platform will be offered as a smartphone application. Each person uploads the
services he or she wants to offer and recruits trading partners by choosing a public range as
described above. It is also easy to browse the list of products offered by other users whose services
are within the public range. The more communities they belong to, the more exchange
opportunities they will have; and the more trust they have built with others, the easier it will be to
find a buyer. If they set the “whole Heartland” as the public domain, they may have more
opportunities to meet new people and communities. In this way, the platform is to become the

foundation of people’s lives as a portfolio of social capital.
Use of the Proprietary Tokens

In order to develop such a trust economy, the Heartland will issue unique tokens within the
platform. By using a currency based on “hearts,” the “value” of a product can be measured
separately from the value evaluation based on the market principles.

The “value” of a product measured in terms of the quantity of “hearts” must be guarded from
the fear of exploiting the surplus value in search of industrial capital. Since the Heart token will be
issued as a token on a public blockchain, it will not be possible to prevent the exchange of Hearts
for other legal tender. As long as the Heart carries some form of value and there is a desire to
enjoy better services in the trust economy, we shall not regulate the free exchange of the Heart for
other values.

But still, we may need to consider that “value” in the market principles is different from that of
the trust-based economy. The “value” of a currency is defined by people’s desire for it, and there is
no difference between a market economy and a trust economy in that respect, but the structure
that generates that desire is different. The “Hearts” that circulate in the trust economy are those
that “value” the social relationships that are exchanged there, and as long as the substance of the
trust economy is guaranteed, the exchangeability with legal tender will not immediately result in

the encroachment of the trust economy by the market economy.
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Use of the Unified Tokens

In the Heartland trust economy, the same token will be used within the platform, rather than
issuing different tokens for each community. In the conventional discussion of local currencies, it is
often argued that each community shall issue its own currency freely, disliking the monopoly of the
right to issue currency. The Heartland does not take that path.

For example, Tadashi Seibu, based on Hayek’'s argument, argues that free competition among
various currencies is the way to achieve a “good curren(:y.”(5> He argues that if the right to issue
currency is monopolized, even currencies with low gold content can be forced to be accepted, so
that “bad money” eventually drives out good money. The competition for the “best money” in each
community economy will result in “good money driving out bad money,” according to Seibu.

However, even if the Heart token is subject to such competition in reality, granting each
community in the Heartland the right to issue its own currency would unnecessarily expose the
community to competition, which would be an obstacle to building a stable economy. It is not
desirable to have a relationship in which the losing community is subordinate to a structure, where
the major issuer of currency in the winning community benefits from the competition. It is the
guiding principle of the Heartland to avoid any particular community becoming the “majority” and
establishing dominance in a particular region. We shall avoid a situation where all communities
participate in the currency-issuing competition in order to establish an economy without
exploitation.

But what about the “monopoly” of issuing the Heart tokens in the entire Heartland? In a
conventional market economy, the state occupies the right to issue currency and monopolizes the
seigniorage. If the Heartland had the same kind of arbitrary power to issue currency, it would have
the same interests as the state. In order to consider these issues, it would be necessary to establish
clear rules for the governance of the Heartland.

2. Heartland Constitution
Governance of the Heart Tokens

The issuance of the Heart tokens, the medium of exchange in the Heartland, will be operated
in a highly transparent manner by smart contracts on the blockchain. The smart contract
embedded in the blockchain will issue the currency according to predetermined rules, and the
process will be visible to all users online at any time. The rules for issuing the currency itself can
be democratically rewritten from the default settings by holders of the governance tokens as
described below. In other words, the distribution of seigniorage is not monopolized by the operating
entity, but is controlled by the users.

Initial Issuance of the Heart Tokens

The amount of the Heart tokens in circulation will be controlled so that the value of the Heart
tokens is stabilized based on activities within the trust-based economy of the Heartland as a whole.
Since the Heartland provides a platform, it is easy to measure the total volume of transactions that
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take place there. The total amount of trust-based exchange within the Heartland will be considered
as the “GDP” similar to the conventional economic statistics, but the “GDP” in the Heartland will be
measured in transparency. Based on activities within this trust economy, the amount of Hearts in
circulation necessary to achieve a certain level of stability of the prices shall be automatically
calculable. The issuance of new Heart token will function under such an algorithm.

Distribution of Seigniorage

To whom will the newly issued Heart tokens be distributed? Again, this will require
transparent and automatic management of the tokens through smart contracts.

First of all, when a new account is created in the Heartland, a certain amount of hearts will be
given as an airdrop. This is to account for the increase in the GDP of the trust economy that will be
generated by new participants, and to set an incentive to expand the trust economy. How to
establish a digital identity is a technical challenge, and this point will be covered by a confirmation
method called “Sybil attack resistance” and the adoption of DID.

In addition, new Heart tokens issued in accordance with development of the Heartland
economy should be redistributed based on usage history. The more frequently an account is
engaged with the economy, the more it contributes to the development of the trust economy, and
thus the more newly issued tokens shall be distributed in proportion to the transaction volume
during the period. In this way, the “prices” in the trust economy will be kept stable, and a

mechanism will be established to distribute the profits from currency issuance to the right users.
Measures against Inflation

What measures should be taken if the amount of currency issued by the Heartland is too large
compared to economic activities of the economy? If the amount of currency is too large for the
services provided, there is a concern that the “value” of the Heart will decrease. In this case, the
prices within the Heartland will rise, and inflation will reduce the benefits of retaining the Hearts
token.

In such a case, the value of Hearts would be adjusted by burning the Heart tokens held in a
reserve fund that would be the “commons” for the entire Heartland.

In order to develop the infrastructure of the economy, the Heartland will set fees for
transactions within the platform and accumulate a percent of GDP as the commons. The use of the
commons will be determined by a vote by the governance tokens, but it will be part of the default
setting to stabilize the prices within the Heartland by the automatic incineration of the Heart
tokens.

Dual Governance Token System

So how will the governance tokens be distributed? The Heartland tokens for governance are
divided into two types: tokens with an expiration date of 10 years (“Little Nero” (RTN)), and one-
time tokens (ECHO), which are distributed to one account per voting project and become invalid
upon transfer.

The first is Little Nero (RTN), which will be distributed to development participants, early
adopters, and early investors in order to set a strong incentive for the initial infrastructure
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development. It is essential to get a large number of people to cooperate to launch the Heartland,
and it is essential to present a system that rewards those who contribute to building the system.
Therefore, for the management and distribution of the commons in the heartland for 10 years after
the launch of the service, it is necessary to introduce a system that benefits the initial participants.

However, after the infrastructure is in place and the scale of the trust economy has reached a
certain level, the system needs to be moved out of the hands of the initial participants and into a
system that can reflect the voices of all participants. Echoes (ECHO) would be distributed as non-
transferable tokens to each account for this purpose. Each time there is an opportunity to vote, a
limited-use token will be distributed, and each person will use that token to participate in decision-
making in the Heartland. Only then will the Heartland commons grant equal rights to all
participants.

System Specification: Direct Democracy

There are two methods of decision-making in the Heartland: direct democracy, which changes
the specifications of the entire system, and indirect democracy, which determines the redistribution
of the commons.

Direct democracy, which is concerned with the specifications of the system, is a procedure for
changing the constitutions of the Heartland. In order to raise the hurdle for making a motion and to
stimulate discussion among the whole group, it is positioned as requiring a four-step resolution
including a preliminary review.

If the system were to be open to any user, many trivial motions would be raised from various
quarters, and the costs involved in deliberation would be significant. For this reason, it is assumed
that a certain amount of “Hearts” will be required to make a motion, and the “Hearts” paid will be
used to pay the preliminary judges, who will be randomly selected from all users. Only those
proposals that pass the preliminary screening will be put to a direct democratic vote.

However, even with sufficient time for deliberation, it would be difficult to demand the
attention of all users to proposals that have just passed the preliminary screening. For this reason,
it is necessary to divide the plenary vote itself into three stages and stimulate overall discussion as
it goes through each stage. While setting a hurdle of 2/3 of the valid votes being in favor of the

proposal, it is necessary to increase the number of “valid votes” through sufficient discussion.
Governance of the Commons: Indirect democracy

In contrast, a representative system must be adopted in order to deliberate on the small-scale
use of the commons in accordance with people’s needs. When the number of users increases to
more than one million, and economic activities in the Heartland economy become sufficiently active,
it will be necessary to set up a governance body by electing a number of representatives in
proportion to the size of the users.

In addition to accurately responding to the needs of the people, such as providing rewards for
highly public projects in the Heartland, addressing areas where the modern state cannot keep up
with the development of infrastructure, and improving welfare to support the trust economy, the
decision-making process should be tracked on a blockchain. At the same time, it is necessary to
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incorporate a system that allows anyone to track the decision-making process on a blockchain.
In this way, a highly transparent system of redistribution throughout the Heartland will make
it possible for individual communities to operate their trust economies without exploitation.
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