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Blockchain brings 
value reconstruction 
to assets, including

assets digitalisation,
standardisation, registering,
and precise pricing. 

In the “traditional” insolvency
practice, there are always three
pain points: 
• asset tracking and

confirmation of  its
ownership; 

• service and asset operation1;
and

• asset pricing and evaluation. 

There is a solid connection
between all participants of  a
turnaround procedure. They can
all be registered to a blockchain
system. This secured, transparent,
and efficient connection is
credited for the following reasons:
the asset digitalisation and
standardisation are the
fundamental base; decentralised
registering is part of  theoretical
methods, and precise pricing is a
key solution. In short, the
blockchain system could open the
door for the modernisation of
turnaround procedures.

The nature of the
blockchain system
From a technological perspective,
the distributed ledger, consensus
algorithm, and multiple nodes are
the substantial parts of
understanding a blockchain
system. In its essence, a
blockchain system can be
described as a shared and
synchronised digital database. 

The information system

Like the Internet, the Blockchain
system is an electronic network
with information streaming.
There are several kinds of

information on the blockchain:
participant information, asset
information and transaction
information. 

Incentive mechanism

A blockchain system has a special
incentive mechanism driven by a
consensus algorithm and a
distributed ledger. The
mechanism leads to crypto-
economics or token-economics.
Associated with the distributed
ledger, participants fulfill
production, distribution and
consumption of  goods and
services in an encrypted, even
tokenised environment.2 In a
word, it is a reward system,
participants could get a reward
based on their activities and
performance in the system.

Trust mechanism 

A blockchain system is an
algorithm-driven, secured, liable
environment which provides a
solution for data privacy and
information security. The trust
mechanism comes out for two
reasons. The technological one
relies on the consensus algorithm,
and encryption algorithms. The
structural one would be the ‘smart
contract’, which means that all the
contracts made by participants are
shown as various computer
programmes. All smart contracts
can run automatically once
conditions are achieved. With the
mechanism, digital assets become
acceptable. 

How turnaround and
blockchain can work
together
Different business models have
their own logics. For a blockchain
system, all the logics lead to two

results – to increase benefits or to
reduce costs. Technologies like
blockchain are always options for
business like turnaround if  match
points can be found.

Turnaround modernisation

Turnaround modernisation is
brought about not only by the
application of  cutting edge
technologies, but also by the
revolution of  the concept:
turnaround goes from being
business-logic-driven to data-
driven. The precise targeting and
precise pricing are the future of
the turnaround business.

Modernisation solutions 
for the three pain points 

Data is vital in the next
generation. It could be applied to
turnaround digitalisation at least
on three aspects for business
efficiency: asset tracking and
confirmation of  its belongingness;
service and asset operation; asset
pricing and evaluation. 

Junction points between
business and technology

Concerning asset tracking and
confirmation of  its belongingness,
all the information about the
assets and participants can be
shown through the blocks.
Concerning the service and asset
operation, service providers are no
longer auxiliaries. As for asset
pricing and evaluation, the
blockchain system can generate a
relatively precise calculation. 

Turnaround consortium
blockchain
Consortium blockchain is the best
choice for the turnaround business
concerning the business cost and
secrets. Different channels could
be added to the consortium
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blockchain in which information
is shared only within permissioned
nodes.3

Brief introduction 
and basic model

On the turnaround consortium
blockchain system, creditors,
debtors, trustees or administrators,
lawyers, accountants, and asset
operation experts can work as a
joint market power. In order to
build a blockchain system all kinds
of  data could be registered for the
purpose of  rending the assets
reliable and the data secured. 

For trade match-making, the
debtors and investors/creditors,
the debtors and intermediaries,
the investors/creditors and
intermediaries can strike bargains
with each other on the system. 
For data analysis, tech providers
could help to analyze data in
many ways, including quantitative
analysis, neuro-computing, and
others in order to obtain precise
results.

Participants and their roles

One of  the advantages of  the
turnaround consortium
blockchain is that different
participants could be allocated
different authorisations,
accordingly. Some institutions
could play more than one role 
in the system.

Turnaround process 
on the system

When everyone is registered in the
system, the turnaround process
seems more complex and efficient
than traditional ones. From the
point of  view of  debts, the most
important thing is to know how to
deal with them, being associated
with other participants in the
system. 

Economic issues
Economic value

From the point of  view of
organisations, a blockchain system
is more like a catallaxy (political
economy). The higher the
percentage of  potential cost
saving that might be achieved, 
the more there is a possibility that
a blockchain system could be
deployed.

Cybersecurity

Through a blockchain system it is
easier to maintain cybersecurity.
Hacker attacks could be detected
easily if  they hacked into the
system; the risks from insiders
could be eliminated effectively,
such as when they try to conceal
some information or overwrite
data. 

Technology standard

Usually, there would be at least
three parts of  the standards: 
(1) the process for data collection,

aggregation, analysis,
transaction, and storage; 

(2) the technological procedure
for authorities to monitor the
turnaround process; 

(3) the API used to connect with
other capital markets.

Legal concerns
Legal nature and law
application 

Unlike in a joint venture, an
incorporated business
organisation or partnership,4 there
are not only bilateral activities, but
also some multilateral ones. All
the transactions and evaluation
activities are subjects to contract
laws, tort laws, insolvency laws.

Conflict of laws in a 
cross-board situation

There is always a conflict of  laws
in a cross-board situation5. If  the
participants come from different
countries, the situation might be
subject to multi-jurisdictions. 

Data

On a distributed ledger, data can
be stored in a variety of  forms
and types. At this stage, blocks
have limited storage capacity to
keep vast number of  data, for
instance, movies or digital arts.
Data is usually encrypted or
hashed before it is added to a
blockchain. Throughout the
process, data is chronologically
ordered in a manner that makes it
difficult to tamper with
information without altering
subsequent blocks6.

Insolvency Law

In the block system, tech providers
develop and maintain the network
and also provide data analysis

services to other participants. Will
they possess the system? To what
extent will tech providers get
benefits from of  their work and
services? There are two
approaches for that. The first one
is called the ‘bitcoin-way’ and the
other is called the ‘ripple-way’. 

Regulation

Authorities and regulators are
important parts of  the system.
Apart from the fact that the
participants might to have to
report their activities to them, (e.g.
accountants shall report their
activities to some regulators for
annual audits), the system could
offer more sophisticated methods
for regulators to get an insight into
the network activity. 

Closing remarks
The blockchain system could
transform the model of  traditional
turnaround process in order to be
more efficient. Not only
intermediaries are empowered to
play a richer role, but also the
authorities could achieve a
comprehensive regulation goal.
The turnaround procedure is an
ideal scenario which can directly
deploy the system. 

However, when applying the
turnaround consortium
blockchain system we should pay
attention to the issues of  concern,
including data, economic value,
regulation and so on. �
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