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[Abstract]

In this paper, we propose a process for deriving priority tasks using the legal design technique in a situation
where there is high uncertainty in the market and legal system regarding the commercialization of security
tokens based on blockchain and distributed ledger technology. To issue and distribute securities tokens, we
conducted a legal design workshop with participants who applied for innovative financial services (financial
regulatory sandbox). During the workshop, participants harmonized their interests and deliberated on readiness,
considering both legal and technical factors. The aim was to ascertain the feasibility of identifying prioritized
objectives for future endeavors. The legal design technique facilitates consensus-building among stakeholders
in an uncertain environment by confirming and adjusting differing perspectives and disagreements based on
mutual understanding. The key stages include the empathetic process called “Family Therapy,” the “N whys”
for problem definition, and the speculative scenario design for problem-solving. This approach distinguishes
itself from user-centered design thinking. Given the diverse stakeholders involved, effective facilitation by

the facilitator is crucial during the legal design workshop preparation and execution.

» Key words: Security Token, Blockchain, Distributed Ledger, Legal Design Methodology,
Innovative Financial Services
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I. Introduction
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Fig. 1. Conception of Security token
(Revised from Financial Services Commission’s guideline)
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Fig. 2. Process for a Financial Regulation Sandbox
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II. Preliminaries

1. Legal stakeholders of security token
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2. Legal Design Methodology

212 gxfole wWal welsl Au|AQ} AJAEl E2 o]z}
FAdoR HASHE A EE oEoIR YRl (7]
27 Cixlel 7S 2l tioat ofsjEARls S u
250 32 JINe §a 25A JeAsoRyH ¥
xQl B2 AeHE 5 olrk. o2 Ea) AREl] 9l 4
QUi A BRI} AV ol 7 4 Slck. 22 Rt
oloj2t gof= 2001d BEE24Y(Colette R. Brunschwig)

o) W 18] R HE SRISIc [, 212 o



120  Journal of The Korea Society of Computer and Information

Thinking) 7|'H, AMEAF FA4lQ] ARl A7) (Design
Thinking) 71H1} §ist Hof tigt ofa Fowiolzt
6]~ /\ 011:,}

2 Aol gl EE 5H9 49 MER HAlEst
}Ejﬂﬂ Aol EF 58 459 Al 41, &9 T4
S TRt olslEtARlE o] AE|o] Qltt. ol=igh ¥ A=
I Qlofl A== A thg. AREAPSol tigt olsl I
g, 25A1), A AVle 1 2 9 5 o
dsto] 7REARI olsf et AT Rjol= QIgt wAlHo] W
o & ook Wk, GARREE S 7] olsl I F

06 m
FAL Sof Fu] WAMNE AnE Yo Aat
H AW 4 AES WAE WAV Bag Yol

24 OrRI2 ol daids] el olslish]
(Understand)-2-7+6}7](Empathize)-2A] 9141 (Identify) -
ofojtjo] =& (Ideate)-Prototype- Test-3to]-0]38
(Implement)'9} o}l ©AZ o] 2ojZlc} [7]. tfegt ofs)

BARLS Ztof] ojo] &1 Q= RAolut AEE F-55HH
N gz stk AR Za 718 4L lE WigS
AQIAsEL b AoiAtse] Azt ws SRSt
AR ol5S Bt olRole =&Y #AIE o
AstAY APo] ofslr] f15F A ofojrolE
EE

T

I

ol £ YEdl A A A3 L A
7< o

spusil £, o3 ol IRE 3E 92 9l 2
8 7k53 £750] Qe 27} ol l(MRAA, B

QIENR), dsl(wide] El2tw-Family Therapy ),
A C’J*—‘.(?ﬂ efo]=-N whys 5), of|to] &F
(Speculative Scenario Design), T2 EEFQI-HIAE $F
o]0l 5olal 2 A-FollA mjEjEt, qieto]x, A
HEZ2o]EE AlU2]Q HARIS ARSI

2.1 Family Therapy: Empathize

e ezt clkt olslRIAtES TiEoleks
2] QoA 7F FHASS Mol 2ot S
8 A2 7o) olAlul AFS ARRaH= YlAlS o)af|5t 2
S SPAOICk 24l T A2 c 2ol A

g2 E5) Atjato] gist olshE X151 HAE
oz

SR o|-rn g

Wte POl BE oIANES 7150 agos
Pk £33 A 52 A80iol N2l 542
JREe AAF S0 ojsuARSI Bostn U
ARt Fig 3 AR FAMA|Y PR of
s olSfUARISY] (o BBV, ARUA, 54719,
WA AELEQ]) HEAE ES shuel W ez’

Ck

rulo rlo

Auk22 148 oojc. AREA 0] FAH ofxof
o} 237lEo dEE olahe wpgen gaste aby
A FAWAIGe Bg71E] gisl & o AR 9
29 Ll Ve, FRERo] AA Yo Qlstol

i)
2
ol

Aol o
(o]

1w [e}

g Ll e o 4 9

S

Mom Papa
N 7
4—
-——
2 P‘.th.c Government
institution

Son

Small &
Medium-size
Enterprise

DAuthoutanan @ Well-rounded
ABaIansed @ Free-spirited

| |
n
L
L ]
L
u
v Daughter

Startup

—-
Straight line: linked directly
(width: strength ~ weakness)
-

Dotted: linked indirectly
(width: strength ~ weakness)

Fig. 3. Example of Family Therapy
(Government Support for SMBs & Startups)
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Fig. 4. Example of N whys
(Using 6 different colored Post—its)

2.3 Speculative Scenario Design: Ideate
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III. Legal Design Workshop

1. Definition: Designing Security token service
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Fig. 6. Flow of stakeholders in security token issuance

2. Stakeholders participating in Legal Design
2.1 Blockchain Fintech Company ‘A’
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2.2 Capital market-specialized Law Firm ‘C’
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2.4 Token Platform tech company ‘B’
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3. Legal Design Workshop
3.1 Legal Design Workshop for security token
0]2 27|A] £ 7Nte] B2 £ A FU|2 9
g 2 Ol=olA 79l 29 olsfEAIRtEo] 2 Ao
27 tixlel 9 3del Aofsigic. 34 AN e 9la) ol

2 27]x] AL Mesy tjmrt A shS urRsiel v st
0] 50 719 AAARIE L ARRADY A CHIY
ol EY WBAP} Zo] FAsolrt. FAxISe] 2ol
o2 di A2 % 2 95 S Yoixtsel i 54
o] t}2 Ag Zetslol 9IS Aastoln MY T
7} $27) 0 ZQojolx ojrago] 2P} glone A

Al 73E Fhaol= Zlegstint.

o] AH]AE 2023\ 40| FEHYL] SrlgeAHA
(A EETA) Al7go] & AJEI= o] ofsfltAIRTE toll
S8 =97t XIEBE] Q7] wigoll YAAolA F7PAEQ
olsi5t7] (Understand) @l 22 QsIlt}. mepA,
214 A3AF AR gole 54617] (Empathize) ©A|9]
e E2tm (Family Therapy)E &dfl olsidAA=
710l 9lAl Xto] &to] W AFsAFQ 0F R QSE A si2
YA o2 At ZATE JoIT EA 2 oA

ol A1 YA (Identify) TA9] <l 2to]= (N whys)&
A13¥stal 2.30]= ‘ofo|t]o] =& (Ideate) TAHQ] Am|
FeolElE AlU2]Q YRRl (Speculative Scenario
Design) @S Xlegsto] wAlQ] Z2A 1S A ¢
A7t =2 A & 2 20 Ozt o2 Weke =9
st9itt (Fig. 7).



A study on the application of legal design methodology for commercialization of security tokens 123

Understand Empathize Identify Ideate Prototype - Test Implement
[ Tools ] [ Tools ] [ Tools | [Tools ] [Tools ] [ Tools |
- Survey - Family Therapy - N whys - Speculative - Paper - Law and
- In-depth interview = - Empathy Map - Legal Scenario Design | Prototyping Policy
Stakeholder - Legal Service | - Story boards Suggestions
Journey Map Blueprint - Rolé playing - Legalization
- What-if - Utilization
Understand ||  Empathize Identify Ideate |
[Teol ] ! [Tool | [Toel | [ Teol | I
- Applying | - Family Therapy - N whys - speculative |
the Sandbox | Scenario Design |
| I
o T I I 4

Fig. 7. Security token Legal Design Process

3.2 Family Therapy

ge] 2t AVd2 s Akl
714 AAH(H®), O] 37]7<] Ak MQ@@(WE), EZ =

HE 71=71d BATE), 418871 A =
EAIY 7]=71Y H’\H?H”) % 574 ]
mjAl2]H|o|E](facilitator) 1H0] IS
FAMEZ mge] E2tmE Al 2R yigof of
A 2o EQJF Hals foﬂ]q 9 % é%Oﬂ% A2
o[E7} Y& d¥=
dEAte] g9 Y8l oisll £7F EQJE F=sieltt

0= 257180 M3 AQJsh 489 olsiuAR=
< FHARD ESA1Q1 "EIZ 719 AALE iEe]e] B4
o= QIAlSIG. YiHo, M23) i+ M23JE 540
2 R7JR] Fg A%S BASHL AAE AR O] 47
2 AJASI T M23Y timoj|A| AelE Fall ot} ul=

7F A9l xJo]™o] 98-8 solste] AS 7o 29519
o

aa LI o (o]
T ME gEE ol=jE QAo Kot e U
t} (Table 1).

Table 1. Perception difference of Family Therapy
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Fintech company ‘A" focused
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Fig. 14. Picture of workshop (Voting for prioritized N whys)
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Table 2. Deriving 12 results of N whys

No.

Descriptions

Securing economies of scale effect in Security
token issuance & trading

Solid Business model for the token issuer &
Reflecting the legalization of market
leadership through the Regulatory Sandbox

Designing of the Profit/Cost structure for the
token issuer regarding Minimum
expected returns for token investors

App. service development and collaborating with
other services for attracting token
investors

Need to clarify between Profit sharing
securities vs. Investment Contract securities

Establishing a decision-making body among
stakeholders for security token designs

Need a flexible structure for designing and
implementing various security tokens vs.
challenging of approving Regulatory
Sandbox from the financial authority

Collaboration with financial institutions
holding licenses responsible for trusting
assets

Establishing objective evaluation criteria for
security tokens and reflecting them in legal
regulations

10

Securing historical data (Best vs. Worst) for
valuation model design to ensure trust of
valuation results and evaluation from
companies holding credit rating licenses

11

Financial Authorities’ prior review and
approval of revenue model of token issuers
and evaluators

12

Financial Authorities’” approval of fund
management guidelines of token issuers

Blockchain Fintech
Company "A’

Fig.
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the US. specialized Law Firm 'C
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6%,
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Securing
economies of
scale effect in
Security token
issuance &
trading

Start
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3.4 Speculative Scenario Design
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Table 3. Speculative Scenario Design 1

Securing economies of scale effect in Security token
issuance & trading
- Failure to secure funding for issuing
Worst security tokens
Scenario | - Running aground security token issuance
business
- Need to target investors for security
Trigger tokens(Financial institutions, corporations)
- Importance of promotion and marketing
Best - Establishing of investmen.t ecosystem in
Scenario the domestic market targeting overseas assets
- Creating foundation for the Crowd Bank

Table 4. Speculative Scenario Design 2

Solid Business modeling for the token issuer &
Reflecting the legalization of market leadership
through the Regulatory Sandbox

- Failure of securing business model (Failure in
predicting cost structure and overcoming
financial regulatory challenges)

S:\ézrasrtio - Failure to maintain market leadership despite
approval of the regulation sandbox (Threat
from competitors or financial institutions)

- Failure of approval for Regulatory Sandbox

- Approval of Regulatory Sandbox

- Diversification of profit models and cost
Trlemer optimization strategies

- collaboration for acquiring token investors
and users
- Collaboration with the Professional Law Firm

- Enlargement of business based on profit
Best - Incorporating pilot project processes and
Scenario results into legal regulations (Acting as a

barrier to technological entry) [6, 11, 12]

IV. Conclusions
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Table 5. Follow-up Plans for players

(Scenario 1) Securing economies of scale effect in Security
token issuance & trading

(Scenario 2) Solid Business modeling for the token issuer
& Reflecting the legalization of market

leadership through the Regulatory Sandbox

(Trigger 1) Need to target investors for security
tokens (Financial institutions, corporations),

Importance of promotion and marketing

(Trigger 2) diversification of profit models and cost
optimization strategies, collaboration for acquiring token
investors and users, collaboration with the Professional
Law Firm, Approval of Regulatory

Sandbox
Business Cooperation Discussions
with Securities Firms & Preparing for
Post-Issuance Utilization and
Fintech Distribution facilitation through
Collaboration with Educational

Company
A Service Companies, Contracting the

legal advisory agreement with Law Firm ‘C’

& Driving Strategic Collaboration

with the Education Services Company

Legal consultation for Fintech ‘A" &

Law Participation in collaboration
Firm discussions with Security Firms,
c Contracting the legal advisory

agreement with Fintech “A’
Participation in collaboration
Mortgage discussions with Security Firms

Bank (Visiting Korea),

‘M’ Discussion about optimization of
benefits from Mortgage note provision

PITa(;If(c?rnm Discussion about optimization of
B benefits from utilizing Token Platform
. Collaboration Discussions for Joint
Credit . . . .
Bureau Marketing Targeting the Financial
Compan Sector with Fintech ‘A’, Discussion
Kp y about optimization of benefits from
utilizing token valuation model
Blockchain | Discussion about minimization of
tech costs from implementing the
‘H’ distributed ledger and utilizing it
27 trlele o] GDPRAY e Welo] i ]
£ =2} Uestete] §8502 83 £ Q= YHE
ot} [13]. o] oA TiYst olsHARIES £&ste

WA, 71259 A 7 L olol e Rl ©E
3ot ¥ AN FAS 2
PSR 9ol SNARAS 1 3
WARSY P Fol, P3| 28
2 M 8ol et Fuat w2
o

71710l v AR a4l

2 o
]
==

5
>
d

1o |u e 44 2> o rlr ok
o oo
2
o =2 4
%,Wlﬂiﬂ
= g oZ
(]
o g ¢&
)
)
It o
o,
=
>
N
r
[
o
o,
i)
Fo
ol
ol
I
1 >

124
o2
)
>~
jn
1o
—
o2 g
lu o
™ jm
ho Od

19,
o
e
of¥
ko
ol

el U Hele

ut
=

o
m
rl
o
Lo
‘«\
o
Q
c
.
=2
<
%
o
.
©
2
o

Aolg K g8 v 2
= B0 47 JI} 91 Zo2 eIt B Ao
A 0129 2o)A] AR tpgoR 22 gRl J1ue
xgsigion, the Fepel Ako] oheii = U £ o)
o] Aol E2 5 A2 BRisto] 22 ikl 7]
2 Ags] Bt A= Bas) eI,

REFERENCES

[1] Seong, Hye Hwal, "A Study on the Securities Judgment of Piece
Investment.", Korea Economic Law Association, Vol. 21.3, pp.
31-58, Dec 2022, UCI 1410-ECN-0102-2023-300-000763250

[2] Financial Services Commission, “FSC Unveils Measures to
Overhaul Regulations to Permit Issuance and Circulation of
Security Tokens”, Feb 2023, https://www.fsc.go.kr/eng/pr010101/
79431?srchCtgry=&curPage=10&srchKey=&srchText=&srchBeg
inDt=&srchEndDt=.

[3] Park, Jong-Joon, “A Brief Study on the Legal System of Korean
Regulatory Sandbox”, KOREAN LAWYERS ASSOCIATION,
Vol. 69-3, pp. 193-232, June 2020, DOI : 10.17007/klaj.2020.
69.3.006

[4] Yoo, Yeseul. "A Study on the Financial Regulatory Sandbox :
focusing on “Financial Innovation Support Act", LAW &
TECHNOLOGY Vol. 15.6, pp. 34-50, Nov 2019, https://db.korea
scholar.com/Article/Detail/388229

[5] Chung, S., Kim, J., “Systematic literature review of legal design:
Concepts, processes, and methods”, The Design Journal, Vol.
26(3), pp. 399-416, Nov 2022, https://doi.org/10.1080/14606925.
2022.2144549

[6] Bernstein, Gaia, "The Socio-Legal Acceptance of New

Technologies: A Close Look at Artificial Insemination",
Washington Law Rev. Vol. 77(4), pp. 1035-120, Oct 2002,
https://digitalcommons.law.uw.edu/wlr/vol77/iss4/3

[7] Kim, Jieun, “Legal Design Workbook”, Nodemate, May 2023.

[8] Colette R. Brunschwig, "Visualization of Legal Norms - Legal
Design (Dissertation thesis)", UZH, Feb 2001.

[9] Cha, Sang Jin, “Tasks for reform of effective token securities



128 Journal of The Korea Society of Computer and Information

system as a means of financing - Focusing on the roles and
infrastructure of electronic registries”, Korea Economic Law
Association, Vol. 22(1), pp. 129~165, April 2023, UCI 1410-ECN-
151-24-02-088727337

[10] Kirby, E., Worner, S., “Crowd-funding: An infant industry
growing fast”, IOSCO Research Department, pp. 1-63, Feb 2014.

[11] Lee, Hye Young, "Analysis of Korea's Regulatory Sandbox and
its Implications: Focusing on the Industrial Convergence Sector",
Korea Society for Regulatory Studies, Vol. 32.1, pp. 37-70, Aug
2023.

[12] Schletz, Marco, Darius Nassiry, and Lee, Myung-Kyoon,
“Blockchain and tokenized securities: The potential for green
finance”, No. 1079, ADBI Working Paper Series, Feb 2020.
https://hdl.handle.net/10419/238436

[13] Rossi, Arianna. "Legal design for the general data protection
regulation. A methodology for the visualization and
communication of legal concepts (Dissertation thesis).", Mar
2019, DOI 10.6092/unibo/amsdottorato/9060.

Authors

Sangyub Han received the B.S., M.S. degrees
m in Industrial engineering and Management of
f é technology from Hanyang University, Korea,
in 2001 and 2015, respectively. Sangyub Han

| joined the faculty of the Imagine Lab at

e
Hanyang University, Seoul, Korea, in 2015. He is currently a
Ph.D student in the Graduate school of technology &
innovation management, Hanyang University. He is interested

in blockchain technology, distributed ledger, token services,

design thinking, legal design, and generative Al

ﬁ Hokyoung Ryu received the B.S., M.S. and
I8

Ph.D. degrees in Industrial engineering and

-~

J Psychology from Hanyang University, KAIST,
# and University of York in 1997, 2000 and
£7

4 ~ 2003, respectively.
-~

Professor Ryu founded the Imagine Lab at Hanyang
University, Seoul, Korea, in 2011. He is currently a Professor
in the Graduate school of technology & innovation
management, Hanyang University. He is interested in
Cognitive Information Design, New Product Development,
New Service Development, Learning Technology, Game-based
Learning, Medical HCI.



