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ABSTRACT

This chapter delves into the development of decentralized governance models for Web 3 ecosystems. It 
analyzes the shortcomings of traditional governance models and how decentralized models can overcome 
them. The chapter then investigates several decentralized governance models, such as reputation-based 
systems, liquid democracy, and decentralized autonomous organizations (DAOs), as well as their benefits 
and drawbacks. The challenges associated with establishing decentralized governance models are also 
explored. Lastly, the chapter explores potential future advancements as well as best practices for creat-
ing and implementing decentralized governance models in Web 3 ecosystems. All in all, the importance 
of decentralized governance models in encouraging openness, participation, and accountability in Web 
3 ecosystems is highlighted in this chapter.

INTRODUCTION: WHAT ARE DECENTRALIZED GOVERNANCE MODELS 
AND WHY ARE THEY IMPORTANT FOR WEB 3 ECOSYSTEMS?

The rapid development of blockchain technology has resulted in the creation of web 3 ecosystems. Un-
like Web2 ecosystems, which are dominated by centralized entities, web 3 ecosystems are meant to be 
decentralized, transparent, and democratic (Voshmgir, 2020). web 3 proponents envision an Internet in 
which trust is built without the use of centralized entities (Madhwal & Pouwelse, 2023). Decentralized 
governance models are an important component of web 3 ecosystems. Decentralized governance models 

The Development of 
Decentralized Governance 

Models for Web 3 Ecosystems
Tanuj Surve

 https://orcid.org/0009-0009-6495-6232
University of California, Berkeley, USA

Risha Khandelwal
JECRC University, India



92

Development of Decentralized Governance Models for Web 3 Ecosystems
 

distribute decision-making throughout society, resulting in a more democratic, efficient, and resilient 
structure. This chapter delves into the concept of decentralized governance models, their importance in 
web 3 ecosystems, and how they work.

web 3 ecosystems have been created to be decentralized, which means that no single entity has control 
over them (Murray, Kim, & Combs, 2023). This provides for more equitable power and decision-making 
authority allocation. web 3 ecosystems use decentralized governance models to disseminate decision-
making throughout a network of stakeholders, rather than depending on centralized authorities to make 
choices.

Blockchain technology enables decentralized governance models by providing a safe and transparent 
means for tracking choices and verifying that they are made in accordance with set standards (Centobelli, 
Cerchione, Vecchio, Oropallo, & Secundo, 2022). Compared to traditional centralized governance models, 
these models have several advantages. For one thing, they enable better transparency and accountability. 
This is because all stakeholders can observe and participate in the decision-making process.

What Are Decentralized Governance Models?

Decentralized governance models offer a unique way to make decisions. Decentralized governance models 
distribute decision-making among a network of users, who frequently possess tokens or voting rights 
on a platform (Jnr., 2022). Smart contracts, which enable automated decision-making, are important to 
decentralized governance models. All stakeholders have a say in how a platform runs in a decentralized 
governance model. This comprises platform developers, users, investors, and any other parties with an 
interest in the platform.

Decentralized governance models are built on the ideas of decentralization and the blockchain technology 
that supports web 3 ecosystems. Decentralization is the process of transferring power and decision-making 
authority from a single entity to a network of stakeholders (Karjalainen, 2020). Blockchain technology 
allows for the establishment of tamper-proof and transparent smart contracts that can automate platform 
decision-making. Smart contracts are used in decentralized governance models to allow stakeholders 
to participate in decision-making and ensure that decisions are transparent and democratic. There are 
several types of decentralized governance models. These will be discussed further in the chapter.

Why Are Decentralized Governance Models Important For web 3 Ecosystems?

Decentralized governance models are consistent with the principles of and are important to the advance-
ment of web 3 ecosystems. The following are some of the reasons why decentralized governance methods 
are vital for web 3 ecosystems:

Transparency: Decentralized governance models ensure transparency in decision-making. All stake-
holders can observe and participate in the decision-making process (Mabel & Onwukwe, 2022). This 
promotes accountability and openness, both of which are critical for the success of web 3 ecosystems. 
Transparency is especially critical in web 3 ecosystems since they are decentralized and lack a central-
ized authority. Decentralized governance models give the transparency and accountability tools required 
to ensure stakeholder trust in the decision-making process.

Democratic: Decentralized government models are democratic in nature (Atzori, 2015). They 
make sure that all stakeholders have a voice in decision-making, resulting in a more egalitarian system. 
Decisions are made based on consensus rather than a single entity’s interests. This is critical in web 3 
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