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Economic analysis of NFT art

Kouichi Hayashi’

1. Introduction

In recent years, the Non-Fungible Token (NFT) market has expanded in the new virtual economic
zone. In Japan, a new virtual economic zone is being built with a view to the NFT market, such as the
Digital Twin Concept that reproduces real-world physical space in VR space in real-time" and efforts
to realize a society where new services are easily created, such as improving the environment for
promoting Web 3.0 such as metaverse, NFT, and blockchain?.

This paper summarizes the definition of NFT in prior research and attempts to provide a systematic

analysis of NFT art markets from an economics perspective.

2. What is NFT?

This chapter summarizes the definition of NFT in prior research and examines its economic

implications.

2.1 Where is new as a concept?

Although various definitions are made by the theorists, the NFT is mainly divided into the definition
of being a new digital asset and its non-substitutability and proof of ownership. Wang et al. (2021)
define NFT as a digital net asset proposed for the first time in Ethereum Improvement Proposals (EIP)
=721 [ 116 ] and further developed in EIP-1155 [ 117 ]. EIP is an improvement proposal on ETH
(Ethereum) platform standards, such as core protocol specifications, client APIs, and contract
standards, and NFT is said to be the latest in new, tradable digital assets based on blockchain
technology (Chalmers et al., 2022). The novelty here in digital assets lies in the non-fungible of NFTs

against conventional digital assets being substitutable (Table 1).

* Doctoral Course, Graduate School of Urban Business Management, Osaka Metropolitan
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Table 1. Non-fungible in NFT

Alternative (interchangeable ) Non-Fungible

Physical assets Paper notes Example: Gogh's "Sunflower

(yen, dollars, etc. )

Digital Assets Cryptocurrencies NFT
(BTC, ETH, etc. )

In Nadini et al. ( 2021) define NFT as the unit of data stored on the blockchain, which proves that
digital assets are unique and non-exchangeable. Izumi (2022) defines NFT as a non-substitutable
digital token with unique values and attributes issued on the blockchain, which in itself does not exist
as an entity, but can be transferred on the blockchain and recorded. This non-substitutability in NFT
proves another property of NFT, ownership of digital assets. In the next section, we examine the

economic-historical significance of the proof of ownership by NFT.

2.2 What is going to happen in economic history?

Ante (2021) defines NFT as tokens that securely map ownership to digital assets. Therefore, NFT is a
permanent and testable online record linking digital assets to their owners (Janosov & Borsi, 2021).
The NFT functioned as a certificate of ownership of collectors' items, games, art and real estate in the
virtual economy, which greatly changed the traditional concept of infinitely copyable digital assets.
For example, imagine attaching an image taken on a smartphone to a message and sending it to
someone. Even if you transfer an image stored in the image folder of your smartphone to someone,
the original image remains in the image folder of your smartphone. The original image does not
disappear from the folder just because you transferred the image of the smartphone to someone. It is
also possible for someone who received the image to store the image on his or her smartphone, i.c. ,
to duplicate and own it. Furthermore, it is also possible to transfer images saved by someone to
someone else. Thus, conventional digital assets are almost free and infinitely reproducible, except for
a small amount of communication costs. The marginal cost of making one copy is as close to zero as
possible. Furthermore, there is no difference between the original image, that is, the original image
taken first, and the reproduced image. There-fore, the asset value of the digital image was equal to

zero as much as possible.

However, when the image is converted to NFT art, the situation is greatly different. NFT art  typically
connect their virtual wallets to platforms such as OpenSea® that sell NFT art and purchase them. Upon
completion of the transaction, OpenSea can view the NFT art purchased on the profile page on the
platform. If you sell the purchased the NFT art to someone for secondary distribution, the NFT image
data will disappear from your profile page. The original image data itself does not remain at hand. In

other words, the image is transferred for each ownership of the original image (Table 2).



ra— VR E T 4 20224 15 GREE 95 51

Table 2. Ownership Differences after Data Transaction

Your ownership Transferor-owned
Digital image data Original Image Duplicate Image
NFTed image data No Data Original Image

Given these characteristics, White et al. (2022) define “NFT are unique digital identifiers used to
represent ownership of various crypto assets such as music, artwork, collectibles, game assets and
allow for an unalterable and provable chain of creation and ownership”. To sum up, NFT can be
defined as a digital identifier with non-fungible unique attributes that prove ownership of digital assets

stored on the blockchain.

In other words, NFT can be said to be a mechanism to give ownership to digital assets, thereby giving
monopoly power to owners. This mechanism may be regarded as the development of ownership of
digital assets in economic history. Jones (2003) states that the development of ownership plays a
decisive and important role as a trigger for sustained economic growth, but the very surge of the NFT

art market in the virtual economic sphere seems to have been driven by the development of ownership.

3. Economic characteristics of ideas in NFT art and their value as

goods

3.1 Are ideas in NFT art nonrivalrous?

Whether digital assets such as collectors' items, games, art, and real estate in the virtual economy can
be called intellectual property is controversial, but there is no doubt that at least these NFTs were
created by some idea. Romer (1986) states that idea-specific features lie in non-competitiveness. Ideas
are "nonrivalrous" (Jones, 2003). CryptoPunks®, for example, drew digital character images with
24x24 pixel dot pictures, and one of the 10,000 dot pictures was sold for about 4,200 Ethereum (about
814 million yen) in March 2021, which became a hot topic. However, just because CryptoPunks used
dot pictures for NFT art doesn't mean that other artists cannot use dot pictures for NFT art. Being
noncompetitive means that anyone with knowledge about that idea can use it (Jones, 2003). In fact,
many of the tools for creating NFT art are available online for free. The aforementioned high-priced
and successful CryptoPunks "dot pictures "can also be easily created by using the free app (Figure 1).
The same holds true for ideas such as "Mosaic Art">, which collages 5000 works of Beeple, which
won the bid for about 7.5 billion yen on March 11, 2021, and "Voxel Art"®, a NFT game. Many of
these ideas are available online for free, and the degree of exclusion potential is extremely low.

Therefore, it seems that most of the ideas in NFT art are positioned as digital public goods.
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Figure 1:CryptoPunks-style Dot Picture

Created by Author with free application Dotpict

3.2 What guarantees the value of NFT art as a good?

NFT art has low barriers to entry in the market. Anyone can create and sell NFT art free of charge by
creating an account for cryptocurrency exchange, then creating a wallet such as Meta Mask?),
depositing virtual currency from the exchange, and connecting a wallet to a platform such as OpenSea.
Although the procedure is a bit complicated, it is an open market where everyone can enter the market
with a very small amount. In other words, NFT art goods are goods for which everyone can use the
idea of being a public good to supply the product indefinitely. However, even if it is digital, if it is
supplied infinitely, the price will be equal to 0, and it will not have the value as a goods as in
conventional digital resources. Therefore, the NFT art supplier becomes a price maker who freely
decides the price by placing a constraint on the supply quantity. Unlike traditional infinitely replicable
digital resources, we can say that the non-fungible of NFT allows for supply-quantity constraints and
guarantees the value of NFT art as goods. What markets do NFT art goods with ownership secured by
non-fungible form? The next chapter analyzes the market structure of NFT art from a microeconomic

perspective.

4. Microeconomic analysis of the market structure of NFT art

4.1 How markets are formed

In Gadekallu, et al. ( 2022) states that the most important features of NFT are indivisibility and
uniqueness, and their nature is exclusive. Unlike crypto-assets such as Bitcoin and Ethereum, NFT is
non-fungible and can be a certificate of ownership of digital assets in the Metaverse Economic Zone,
thus expanding in the art, gaming, sports and copyright-related markets. Taking the game as an
example, the creature and other virtual real estate of Axie Infinity® can also be bought and sold or
traded through the in-game marketplace in the form of NFT (Gadekallu, et al.2022). In other words,
the NFT marketplace is a seller monopoly, as the ownership of copyright and sales rights to the

products distributed is exclusive.

In addition, in the metaverse of the NFT game The Sandbox?, users are free to create 3D objects

(people, animals, buildings, tools, etc. ), and can animate them with true ownership as NFTs. Thus,
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given the extremely low barriers to entry and the large number of sellers and buyers, we can say that

the NFT game and the NFT art market resemble the situation of atomistic competition, but the market
structure is in monopolistic competition because buyers prefer certain products of sellers.
Monopolistic competition refers to the existence of a large number of rivals who sell goods with
similar uses, although with product differentiation in the sense that each seller secures consumers with
brand royalties on their products (Maruyama and Nariu, 1997). Highlights of NBA Player's Play in
Games NFT goods are highly competitive, such as NBA Top Shot's NFT Trading card'” and NFT
Marketplace Coincheck's Metaverse City of Oasis TOKYO') NFT Real Estate and LAND in close
proximity. That is, while NFT suppliers have price control, they are still in a market structure exposed
to intense differentiation competition (Table 2). In the next section, based on the market theory of

micro-economics, we consider the equilibrium between price and output in the NFT art market.

Table 2 Classification and Characteristics of Market Structure

Perfect competition Oligopoly Monopoly Monopolistic
competition
Number of Sellers Numerous Several companies 1 company Numerous
Barriers to entry Easy Difficulty No Easy
Price Dominance no. no. there is. there is.
Excess Profit no. Situation by there is. there is.
Product no. no. no. there is.
Differentiation

4.2 Decision Making in Monopolistic Competition

As mentioned above, NFT art suppliers in monopolistic competition create products that are different
from other suppliers and sell them in NFT art marketplaces in an attempt to generate profits, and
therefore are strongly of monopolistic nature. Therefore, the same market state as the monopoly market
is assumed in the short-run equilibrium of the NFT art market. Therefore, we first describe the
relationship between price and quantity supplied in a monopoly market. In the case of perfectly
competitive markets, prices are determined by the market, so suppliers accept market prices and
become price takers. That is, the supplier takes the price as a given and decides how much to supply.
In the case of a monopoly market, however, prices are determined by suppliers adjusting their supply
quantities. That is, suppliers become price makers who indirectly have the right to determine prices in
the market (Figure 2). P is the price, Q is the supply quantity, D is the demand curve, S is the supply
curve, P * is the equilibrium price, Q * is the equilibrium supply quantity, and the arrows in the dashed

line indicate the process of decision making in Figure 2.
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Figure 2 Supply and demand graphs
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competition
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In a perfectly competitive market, if prices are set higher than the market price, it will lose to the rival

supplier, whereas in a monopoly market, in the absence of the rival, the supplier can independently
adjust output and price. The NFT art market is characterized by the freedom of supplier to determine
the supply and price of the products created. But is it really efficient to make decisions freely? Is there
no theoretical optimal solution somewhere? In order to answer these questions, in the next section, we

will consider marginal revenue (MR).

4.3 Conditions for profit maximization in monopolistic competition

The marginal revenue is the revenue earned by an NFT art supplier when one additional supply is
added. In the case of a perfectly competitive market, the marginal revenue will always be constant
because the selling price of the product will not change even if the product is increased. On the other
hand, in the monopoly market, the lower the price becomes as the supply increases, so the marginal

revenue falls to the right (Figure 3).

Figure 3 marginal revenue curve (MR )

P P
Perfect Monopoly
competition
MR
MR
Q Q

In a monopoly market, the quantity supplied directly affects the selling price because there are no
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rival suppliers. This is evident in the NFT Trading card market and the virtual real estate LAND in

The Sandbox, where NFT suppliers increase the scarcity of goods and raise prices by placing
restrictions on the supply volume. Conversely, increasing the quantity supplied leads to a loss of
scarcity of goods, leading to a fall in prices and a fall in marginal revenue. Here, following Maruyama
and Nariu (1997), we explain the conditions for profit maximization of NFT art suppliers in a
monopoly market under the hypothesis that NFT art suppliers act to maximize profit, the residual of

revenue R mi-nus cost C (cost).

Revenue R is the product of the NFT art product price p and the quantity supplied q, which can be
expressed as R = p q. Letting C = C (q) be the cost of producing and sell-ing an NFT art product, the

profit  is given by the following equation:

n=R-C=pq-C(q)

The NFTart supplier determines the supply quantity q so as to maximize profits. At this time, from the

first - order condition (necessary condition) for profit maximization,

dn/dq = dR/dq -dC/dq = 0 — dR/dq = dC/dq

Here, marginal revenue is a concept that the changes with each addition of one unit supply. Therefore,
dR/dq is the marginal income. Further, the marginal cost is a concept that changes with each one unit
of supply. Therefore, dC/dq is marginal cost. Therefore, it can be seen that the condition for profit
maximization of the NFT art supplier is that the quantity supplied is chosen such that MR = MC holds.
If MR > MC, the profit can be increased by the amount of MR-MC > 0 for each additional supply. In
other words, the NFT art supplier cannot achieve profit maximization unless MR = MC is established.
Therefore, NFT art market entrants need to think about their marginal revenue first. The marginal
revenue is specified by the demand function. For example, if the demand function is a right-down

straight line with p =—aq + b (a, b is a positive constant), then

MR = dR/dq = d (pq) /dq = d (-aq2+bq) /dq = -2aq+b

The marginal revenue curve has the same intercept as the demand curve and the slope is doubled.

NFT art goods are digital resources, and NFT art can be created for free by selecting popular platforms
such as OpenSea, Rarible, Mintable, and checking the Lazy Minting Option'?. Suppose now that the
transaction fees involved in buying and selling goods are constant and the marginal cost MC = ¢ (c is
a positive constant). In accordance with Maruyama and Nariu (1997), the profit maximization of NFT

suppliers in the monopoly market at this time is represented as in Figure 4.



56 = 7 L Economic analysis of NFT art

Figure 4 Profit maximization of monopoly market

Author's additions based on Maruyama and Nariu (1997, p.55)

The supply gM that achieves profit maximization becomes qM = (b -¢) /2a by solving -2aq +b=c, a
condition for MR = MC. Also, the price p M determined by constraining the quantity supplied to q M
can be obtained at p M = (b + ¢) /2. Whether this theoretical solution is realistic depends on where the
price of section b is set. In particular, the NFT art market is a market where the price difference of
NFT art goods is severe, so it seems difficult to set it objectively. Moreover, in practice, transaction
fees vary depending on the marketplace used, and the percentage of revenue and fees earned from
sales varies greatly depending on the selling price, so MC will be shown in a tilted curve. In any case,
the short-run equilibrium in a monopolistically competitive market is hampered by the entry of rival
suppliers. This is because products exposed to the market are imitated and obsolete by rival suppliers.

In the next section, we consider the long-run equilibrium in a monopolistically competitive market.

4.4 Long-run equilibrium in monopolistic competition

Here, we describe the changes that occur when similar goods are circulated in the market by rival
suppliers. What happens when products become obsolete in a monopolistically competitive market?
First, the demand curve shifts to the left. In other words, when similar products emerge, consumers'
choices other than the products produced by suppliers widen and demand for such products becomes

smaller (Figure 5).
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Figure 5 Impact of product obsolescence in monopolistic competition
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In the monopolistic competition market, the enthusiastic demand for purchase remains unchanged
even at high prices, but as overall demand shrinks, the demand curve and the marginal income curve
shift to the left, and prices decline. Finally, the demand function is reduced until it touches the average
total cost (ATC). This is called the long-run equilibrium of monopolistic competition, but when it does,
the supplier's excess profit goes to zero (Figure 6). The gray square portion of the graph on the left of
FIG. 6 is the NFT art supplier's excess profit. The characteristic of the long-term balance in the
monopolistic competitive market is that similar products come out, demand shrinks, and, as shown in

the graph to the right, excess profits are eventually lost.

However, what about reality? In the real NFT art market, irrational reality that cannot be explained by
the theoretical framework in the market theory of microeconomics is expanding. In the next chapter,
we will introduce the research conducted by Canadian concept artist Kimberly Parker'? and consider

irrational NFT art markets that cannot be explained by the theoretical framework of microeconomics.



58 = 7 L Economic analysis of NFT art

Figure 6 Long-run equilibrium in monopolistic competition
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5. The sad enthusiasm of the NFT art market

Kimberly Parker, a Canadian concept artist, scraped OpenSea's public API and con-ducted a survey
on the primary selling price of NFT art from data for a week (March 14-24, 2021) during the period
called the Gold Rush in NFT art. The primary selling price is the price obtained by artists who are
NFT art suppliers in their first transaction with NFT art on the market. As a result, 33.6% of total
primary sales were traded for less than $ 100. Furthermore, $ 100 to $ 200 or less was 20.0 percent of
the total, $ 200 to $ 300 was 11.1 percent of the total, $ 300 to $ 400 was 7.7 percent of the total, $ 400
to $ 500 or less was 3.9 percent of the total, $ 500 to $ 600 was 3.3 percent of the total, and $ 600 to
$ 700 was 2.5 percent of the total. In other words, 82.1% of the total was sold temporarily for less than
$ 700. While many NFT sites recommend setting the selling price at 0.5 ETH, as of March 19, 2021,
the 0.5 ETH is around $ 894. According to Parker's study, only 1.8% of the total NFT art was sold at
the recommended price. Furthermore, the study finds that a temporary sale price of $ 100 or less would
result in a deficit of $ 0.5 or more at the time the commission from listing to sale is deducted. Thus, in
the NFT art market, there are more than 30% NFT art suppliers whose excess profits are negative
under monopolistic competition. In the case of $ 100 to $ 200 or less, on average, 54% of sales are

deducted as fees, generating only $ 92 or less in profits.

Nevertheless, NFT art continues to be supplied even now, although the frenzy of the moment has
subsided . Even if artists (NFT art suppliers) know their income and expenditure is likely to be negative,
they don't stop supplying them. This sad enthusiasm can be explained by the prospect theory of

behavioral economics (Kahneman & Tversky, 2013).

The black curve in FIG. 7 shows the probability that the NFT art supplier is feeling in the mind.
According to prospect theory, human overestimate when objective probabilities are low and
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underestimate when objective probabilities are high. It is similar to the psychology of buying a lottery.

Even though the probability of hitting is low, if you hear that the profit when hitting is large,
you will want to buy it unexpectedly. It is assumed that similar psychology works for NFT art

suppliers.

Figure 7 Graph of probability weighting function
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Parker notes that transactions in all popular NFT art markets use ETH, a speculative pseudo-asset
without economics, and warns artists that at the heart of this frenzy is the Greater Fool Theory and the
fraud of paying profits to previous investors with funds from recent investors. Certainly, some
investors are overwhelmingly pushing up the average price in the current NFT art market. Parker
criticizes the NFT site for producing artists who are exploited by the Ponzi Scheme feudal system, as
a factory that produces victims, while encouraging a gold rush of a thousand dollars. Can NFT art only

have an exchange value based on speculation?

In the next chapter, we attempt to examine the value of NFT art goods in terms of Lusch & Vargo's

(2004) SD logic (Service-dominant logic).

6. Does the era retreat to GD logic?

It cannot be denied that NFT art is moving the market as a speculative target for some investors,
earning a profit margin by secondary selling. NFT granted ownership to reproducible digital art and
became treated as a property with physical properties. In re-cent years, in a society where the

digitalization of physical goods has accelerated, a new concept called "phygital "has been used as a
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coined term for the fusion of physical and digital. What is currently happening in the NFT art market,
however, is rather the physicalization of digital resources, which may be described as "disical".
Traditional economics was dominated by logic based on the exchange of goods (Lusch & Vargo, 2004).
Traditional microeconomics is also focused on the transaction of tangible resources, and the way in
which economic activity is viewed around these goods is called GD logic (Goods-dominant logic).
GD logic is the idea that goods themselves contain value. Therefore, in GD logic, exchange value is

emphasized. This is the central idea driving the current NFT art market.

In contrast, Lusch & Vargo (2004) state that since 1980, the dominant logic in the market has made a
fundamental shift from the property-centered GD logic to the service-centered SD logic (Table 3). SD
logic views all economies as a service economy, and customers are always producers. Both suppliers
and customers are responsible for the creation of value, emphasizing the value of use centered on co-
creation of value. Therefore, we consider all resources as "becoming" rather than "being"
(Zimmermann, 1951). This is a way of thinking that confronts the logic based on the fundamentalism
of traditional economics of embedding value (utility) in products. Such a new conceptual framework
that does not separate the main customers has become the mainstream in the market theory of the
physical world. Does the sad enthusiasm that occurred in the current NFT art market mean that the
market has retreated to GD logic? If so, the new virtual economic zone will institutionally reverse the
times. In other words, it is not the "phygital "fusion that advances the physical world, but the sadly

"disical "fusion that retreats the digital world to the classical and feudal physical world.

While talking about NFT art in such pessimistic discussions, we will introduce a new approach to NFT
art based on SD logic. In the next chapter, we consider a case'® in which a marginal village with a
population of 800 people in Niigata Prefecture challenged to secure financial resources by NFT over

the existence of the region.

7. SD Logic Strategy Case in NFT Art

This chapter examines the case of NFT art published by the Yamakoshi Residents' Conference with

reference to “note”'® of the Yamakoshi Residents' Conference released on December 14, 2021.

7.1 Natural disasters that hit the Yamakoshi region

Due to the Niigata Chuetsu Earthquake on October 23, 2004, all residents were forced to
evacuate the entire village outside the village by helicopter two days after the earth-quake,
due to severe damage caused by landslides in Yamakoshi Village (now the Yamakoshi area of
Nagaoka City, Niigata Prefecture). At the time, about 2200 people lived in Yamakoshi Village,
but about 1600 people returned to the village after the evacuation. In 2005, Yamakoshi Village

was incorporated into Nagaoka City and merged. In order to recover from the damage caused



ra— VR E T 4 20224 15 GREE 95 61

by the earthquake in Yamakoshi Village, the Yamakoshi Residents' Conference was launched

in 2007, but by 2021 the population had declined to about 800, and the aging rate exceeded
55%. Under the sense of crisis that the Yamakoshi region will disappear in the near future,

the Yamakoshi Residents' Conference focused on a new technology called NFT.

7.2 Electronic Residence Certificate issued by the world's first marginal settlement with a
population of 800

The Yamakoshi Residents' Conference, which sought to survive in the NFT, was inspired by
the "e-residency" program in Estonia, a small country in Northern Europe. Estonia launched
the world's first e-national program in 2014. The E-National Program is a system in which if
you complete online registration, you can receive some services in the country, even if you are
not Estonian or resident. Today, the number of registered users exceeds 80,000, and more
than 2500 electronic citizens are born in Japan. The Yamakoshi Residents' Conference
focused on this mechanism and focused on digital-related capital. Yamakoshi is the birthplace
of Nishiki carp, which is an increasing number of lovers around the world. The Yamakoshi
residents' conference was approved by the city of Nagaoka and issued an NFT with an
electronic certificate of residence added to the general art depicting Nishiki carp named
Colored Carp. In this way, they are trying to overcome the crisis of survival with their own
financial resources due to the expansion of global digital capital. In February 2022, we
solicited a project plan to revitalize Yamakoshi with approximately 30% of sales of the first
sale as the activity budget and held a general election by Yamakoshi Digital Villagers. In March
2022, NISHI-KIGOI was issued as the second sale.

Figure 7 NISHIKIGOTI actually purchased by the author

7.3 SD Logic in Colored Carp

Resources do not contain value in the resources themselves, and resources are used to become
valuable resources. The NFT art issued by the Yamakoshi Residents’ Conference is both a
merchandise with exchange value and a service that co-creates value by using it. This is an
example of expanding global digital relational capital through the fusion of GD logic and SD
logic. In this way, the digitalization of physical goods "phygital "and the physicalization of
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digital goods "disical "gave NFT art a new economic value.

8. Discussion

This paper summarizes the definition of the NFT concept, discusses the significance of the
NFT in economic history and its properties as goods, and then analyzes the NFT art market
from the perspective of microeconomics. In addition, challenges were extracted from a
systematic analysis and new economic values of NFT art goods were discussed in terms of SD

logic.

In the microeconomics market theory of monopolistic competition, suppliers are said to have
price control in the market by limiting supply volume. However, microeconomics ignores the
ratio of obsolescence found in NFT art goods, that is, the velocity of obsolescence. Since NFT
art goods are digital goods, the cost of imitation of ideas is lower than physical goods and the
speed of obsolete seems to be faster. Therefore, the NFT art market is expanding at a rate
well above the physical market. It is predicted that from an era of physical goods overflowing,
an era will come in which digital goods far surpassing the physical market will overflow into
the virtual market. In WEB 2.0, the amount of information circulated has increased
tremendously, but the amount of information that can be consumed by individuals has been
limited, and the amount of information consumed by individuals has not increased much in
response to the increase in the amount of information. In other words, information that is not
consumed is overflowing society. Similarly, while the number of NFT goods in circulation
increases significantly in WEB 3.0, it is predicted that the actual amount of NFT goods traded

may be small against the enormous increase.

On the other hand, the virtual economy is a conceptual economy that allows unlimited digital
creation (Ynag, et al., 2022). Concepts are abstract ideas and components of thoughts and
beliefs. New theories emerge from new concepts and a new society is formed. In a blog
postdated April 1, 2022, RePEc (Research Papers in Economics), a paper archive in the field
of economics, announced that it would allow the grant of non-substitutive sex tokens (NFTs)
to academic papers!”. In March 2021, Jack Dorsey, the founder of Twitter, won the world's
first tweet for about 300 million yen. It is possible for individuals and small organizations to
convert ideas and ideas into NFTs. With the NFT, it is possible to give ownership and price
to an individual's detailed thoughts. Also, like Beeple's mosaic art, which was won for about
7.5 billion yen, NFT sometimes allows personal ideas and inspirations to get a very high
evaluation from the market. In this way, the NFT has the power to give value to things that
have not been valued in the physical market. The resulting economy, like Yamakoshi's case,
is an empathy economy that can expand digital-related capital globally if even small-scale
municipalities sympathize with their thoughts. These are new virtual economies brought

about by the development of ownership.
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The NFT art market, which exploded in 2021, may now still be a GD logic-dominated
speculative market. However, the NFT art market will be able to build a new virtual economy
by providing not only exchange value but also usage value, sympathy value, and experience
value to NFT art goods. According to the Yomiuri Shimbun online in 2022, "The government
has strengthened its policy to establish a new law so that companies can borrow from banks
not only real estate such as land and factories, but also business as a whole including intangible
assets such as proprietary technology and transaction data." If this bill is passed, even
individuals and small organizations without real estate will be able to receive loans with
intangible assets such as brands and customer bases as collateral. In a society where data

become economically valuable, the NFT is expected to play a major socioeconomic role.

9. Conclusion

In the era of WEB 3.0, power is dispersed, and the arrival of a more inclusive age is predicted.
On the other hand, there is a pessimistic reasoning that the power of individuals will not be

strengthened by simply shifting the physical world system to the digital world.

In any case, a new economic zone based on cutting-edge technology is being constructed, and
the legislative development for it is gradually being prepared. NFT is a medium that can be
branded even by individuals and small organizations and has the potential to expand global
digital capital. In the future, we would like to consider how NFT can be used in the digital

ecosystem of all industries and how much it can contribute to economic growth.

Footnote

1) Tokyo Metropolitan Government Website "Digital Twin Realization Project"
(https://info.tokyo-digitaltwin.metro.tokyo.lg.jp/, Last viewed June 6, 2022)
2) Prime Minister's residence homepage "Keynote Speech by Prime Minister Kishida in
Guild Hall
(https://www .kantei.go.jp/jp/101_kishida/statement/2022/0505kichokoen.html?fbclid
=IwAR07ZPZOj2EIbXMO0XtXqW7SOavwlZ82n-MfK1_ppQv82eLeCjfR4Ib8V__Y, Last
viewed June 6, 2022)
3) OpenSea is a leading NFT art marketplace for NFT content

The creation cost is free of charge, but only at the time of the first exhibition, a gas fee

(commission) is incurred. Even when sold, 2.5% of the sales amount is incurred as a fee.
4) OpenSea site of CryptoPunks

(https://opensea.io/collection/cryptopunks)

5) Image created by combining a large number of photos in a mosaic form.



64 = 7 L Economic analysis of NFT art

6) Three - dimensional dot picture with the depth.

7) Virtual currency wallet corresponding to Ethereum blockchain.

8) Collect and nurture creature called adorable Axie and earn while trading them
NFT games.

9) NFT games offered on Ethereum blockchain. It offers virtual land on a metaverse called
LAND. The user originates on LAND. You can create a game, or create characters and
items to be used in the game and create your own Voxel Art can be sold.

10) A digital platform that can collect and sell NBA players' trading cards.

11) Metaverse X NFT community platform based on the concept of the near future city of
2035.

12) A mechanism to allow NFT purchasers to pay fees at the time of NFT purchase on
behalf of NFT suppliers.

13) Kimberly Parker Apr19, 2021 “Most artists are not making money off NFTs and here
are some graphs to prove it ”

(https://thatkimparker.medium.com/most-artists-are-not-making-money-off-nfts-
and-here-are-some-graphs-to-prove-it-c65718d4a1b8, Last viewed June 6, 2022)

14) The Yamakoshi Residents’ Conference "World first. Why a marginal village with a

population of 800 issues NFT’
(https://note.com/yamakoshi1023/n/nl1ae0039aa8a4, Last viewed June 6, 2022)

15) Media platform for content distribution such as text, image, audio, and video.

16) Artworks that are synthesized and constructed algorithmically by utilizing mathematical,
mechanical, and random autonomous processes of computers.

17) RePEc blog ‘RePEc introduces NFT registration for academic papers’

(https://blog.repec.org/, Last viewed June 7, 2022)

18) Yomiuri Shimbun online
(https://www.yomiuri.co.jp/economy/20220608-
OYT1T50350/amp/?fbclid=IwARIFLBQT0v6bZK]7AsR8h15dPj3le TotWb-
9ImPKdiDUUG6_qzy-Ffgwq6FoY, Last viewed June 10, 2022)
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