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Asset Tokenization - Transforming Property Rights in India
Introduction - The Next Axis of Reform

When Prime Minister Narendra P.L.R.
Modi introduced the concept of "Ease of B D EHING CENTRE - CHENNA
Justice” at the National Legal Services
Authority (NALSA) conference, he signalled @

Asset Tokenisation

a paradigm shift in governance.

Moving beyond the administrative
mantras of "Ease of Doing Business” and
"Ease of Living," this new focus aims to
modernise the delivery of justice itself. At
the heart of this transformation lies Asset
Tokenisation—a technological intervention
with the potential to revolutionise India’'s
archaic and dispute-ridden property
rights system. For a Civil Services aspirant,
understanding tokenisation is not just about learning a financial term; it is about grasping a "Web 3.0 leap”
that could fundamentally alter land administration and fiscal governance in India.

Explaining Asset Tokenisation

In simple terms, tokenisation is the process of converting ownership rights of a physical asset (like
land, gold, or buildings) into a digital token on a distributed ledger (blockchain).
Digital Representation - Just as a share certificate represents ownership in a company, a "token”
represents ownership of a tangible asset.
Smart Contracts - These tokens are not static; they are programmable. They contain "Smart Contracts”—
self-executing codes that automatically enforce rules, compliance (KYC/AML), and rights transfers without
human intervention.
Fractional Ownership - A high-value asset, like a commercial building, can be split into thousands of
smaller tokens, allowing multiple people to own a fraction of it. This democratises investment, making it
accessible to smaller investors.

Significance of Asset Tokenisation in India
India’s property market is plagued by a crisis of credibility, not scarcity. Tokenisation addresses this

through -

1. Immutable Chain of Custody - Current land records are often fragmented across multiple departments
and prone to tampering. Tokenisation creates a transparent, unalterable history of ownership. Every
transfer is recorded on the blockchain, drastically reducing the scope for forgery and encumbrance
fraud.

2. Fiscal Integrity - Stamp duty and registration fees are major revenue sources for states (up to 16% of
own-tax receipts). Tokenisation prevents revenue leakage by ensuring valuations are transparent and
transactions are recorded instantly, boosting state coffers.

3. Reducing Litigation - Land disputes account for nearly two-thirds of civil cases in India, locking up
assets worth 220 trillion. By providing definitive proof of ownership, tokenisation can unclog the judiciary,
directly serving the "Ease of Justice” mandate.

Digitalisation as Land Reform
Asset tokenisation is the next logical step in India’s land reform journey.
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Web 2.0 to Web 3.0 - The JAM trinity (Jan Dhan, Aadhaar, Mobile) revolutionised identity and payments
(Web 2.0). Tokenisation represents the Web 3.0 leap, where ownership itself becomes as portable, reliable,
and verifiable as a UPI transaction.

Conclusive Titling - India currently follows a system of "presumptive titling" (ownership is presumed based
on past records). Tokenisation paves the way for "Conclusive Titling,” where the state guarantees the title, a
long-pending reform essential for a mature real estate market.

Problems and Challenges of the Programme
Despite its promise, the path to a tokenised economy is fraught with hurdles -

1. Legal Status - Policymakers are yet to decide if a token is a security (regulated by SEBI) or a title deed
(regulated by states). This legal ambiguity creates a regulatory vacuum.

2. Custody Issues - Who holds the physical asset? Determining the entity responsible for the physical
custody of the asset while digital tokens are traded is a complex operational challenge.

3. Interoperability - Integrating state-level legacy land registries with futuristic blockchain networks
requires massive technological upgrades and standardization across states.

4. Data Privacy vs. Transparency - Balancing the transparency of a public ledger with the privacy rights
of individual owners remains a contentious policy issue.

Government Measures and Emerging Ecosystem

India is taking cautious but concrete steps -

GIFT City Pilots - Entities like Terazo and Tokeny are testing tokenisation of commmercial real estate in GIFT

City under a regulatory sandbox, experimenting with fractional ownership.

State Initiatives - Progressive states like Telangana have issued technical guidance notes, experimenting

with blockchain-linked ownership verification, showing that reforms can proceed even without a central

law.

Way Forward
To turn this concept into a reality, India needs a robust governance architecture -

1. Clear Regulation - A comprehensive legal framework defining the status of tokens is essential to build
investor trust.

2. Techno-Legal Fusion - Reforms cannot be just technological; they must be legal. Amendments to the
Registration Act and Transfer of Property Act are needed to recognize digital tokens as valid legal
documents.

3. Standardisation - Developing common standards for KYC, AML, and cross-border transactions to
ensure Indian tokens are globally credible.

Conclusion

Tokenisation is not merely a financial innovation; it is a powerful governance instrument. If
implemented correctly, it can do for property rights what UPI did for payments—make them secure, visible,
and universally accessible. By aligning law with code, India has the opportunity to transform "Ease of

Justice” from a slogan into a measurable outcome, digitising not just assets, but trust itself.

Main Practice Question

1. "Tokenisation is not merely a financial innovation but a governance instrument for the ‘Ease of Justice'.
Critically analyze this statement in the context of India’s land administration challenges and the need for
a'Web 3.0' leap in property rights.” (15 marks)

Answer Guidelines

1. Introduction - Define Asset Tokenisation (digital representation of ownership on blockchain with smart

contracts). Link it to the PM’s concept of "Ease of Justice", positioning it as a tool to reduce litigation and

modernize governance.

2. Body
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1. The ‘Governance Instrument’ Argument (Why it is needed) -

Litigation Crisis - Highlight that land disputes constitute 2/3rds of civil cases, locking 20 trillion.
Credibility Deficit - Explain how current records are fragmented and prone to fraud. Tokenisation offers an
"immutable chain of custody”, acting as a single source of truth, thus reducing disputes.

Fiscal Governance - Mention how it plugs revenue leakages in stamp duty, aiding state finances.

2. The 'Web 3.0 Leap' (The Transformation) -

Comparison - Contrast with JAM/UPI (Web 2.0 - identity/payments). Tokenisation (Web 3.0) makes
ownership transparent and programmable.

Smart Contracts - Explain how automated compliance (KYC/AML) reduces reliance on manual legal
processes, ensuring predictable enforcement.

3. Challenges (Critical Analysis) -

Legal Ambiguity - Is a token a security or a title?

Integration - The difficulty of syncing legacy state registries with blockchain.

Custody - Who holds the physical asset?

3. Conclusion - Conclude that while technology is ready, the legal architecture needs to evolve.
Tokenisation has the potential to move India from “presumptive” to ‘conclusive’ titling, digitising trust and
fulfilling the promise of Ease of Justice.



