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CRYPTOCURRENCY — A THREAT OR A CHANCE FOR LOCAL ECONOMIES?

In the below article I discuss metrics of cryptocurrencies using XBT as an example and their relation
to local economies with possible effects on them if a cryptocurrency is adopted as a global currency.
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Cryptocurrencies are present for few decades already. However the current interest and the
price jump is an unprecedented phenomenon. Price of a XBT has jumped over 50.000 USD and
even with certain fluctuations it is still heading up. Other cryptocurrencies like EHT, XRP gained
unbelievable amount of value over the last few months. Their value jumps and falls cause a lot of
emotions since fortunes were lost or built. The interested investors look at tweets of financial
world influencers, like Elon Musk, and groups of people, like those from Reddit — WallStreetBets.
They can pump up the value of particular currencies, like DOGE coin to incredible values. Also
the companies, like Tesla and Apple make XBT their official currency. Tesla did that spending
20% assets on XBT, making incredible profit on that but announced, that it is going to accept
payments (in the closest future) for tesla products using XBT'.Apple in turn integrates XBT as a
payment method to the Apple Pay’.

Following the Tesla and others example XBT is considered to be not only a speculation as-
set, but also a long term investment. And also an accepted currency in buying goods and services.
It may become the new global currency.

But what does it mean for the FIAT currencies if another currency starts to exist together
with the old one? Will the local governments be willing to give up power and control that a local
currency is giving them? How local problems will affect the global ones? In order to answer those
and other questions we need to look at the metrics of currency. All currencies has certain metrics
that one can look at. One of the examples the distribution of the money, is it evenly distributed in
the society or kept by a small group of people. But also how it is distributed geographically. For
example most of the US dollars is in China®. Another metrics is supply and demand of the money,

! https://www.cnbe.com/2021/02/08/tesla-buys-1point5-billion-in-bitcoin.html.
2 https://www.cnet.com/news/apple-pay-can-now-be-used-to-spend-bitcoin/.
3 https://www.reuters.com/article/us-china-economy-forex-reserves-idUSK BN25YOU7.
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so how much money is in circulation. What is the demand for it. What is the exchange factor for
that currency. What is the relationship to other currencies, so how closely particular currencies are
connected in pairs, for example some currencies like US Dollar and Euro are connected while Peso
and PLN not so much. Who has the influence or control over the currency. So for example in some
cases a small group of people has significant influence on the money. In Poland that group would
be associated in the National Bank of Poland, which can affect the supply of the money and also
aim at certain price points, that can have dramatic impacts on the credibility, faith and supply of
the PLN. So a small group of people can have a huge impact on the money in citizen’s pocket. As
an opposite side we can provide a currency with platinum backing where regardless of attempts
there is a dictated by nature supply of platinum, so no entity is probably going to be able to signifi-
cantly influence the supply of the money nor the demand of the money or it's of value in terms of
other currencies.

Let us take a closer look how does it work with cryptocurrencies on the example of XBT.
First the distribution of money. We need to ask certain questions talking about the distribution of
money. First where is the money geographically based. In most of the cases it is in the respective
countries. But in some other cases — like Euro and US dollars, there are large deposits of curren-
cies outside the country and in case of those currencies in some counters with different monetary
system USD or EUR are accepted in transactions as a second currency. In case of USD it stems
from its strong economy but also the fact, that USD is the base for international trade and money
transfer system. The more currency is geographically distributed, the stronger it is. The second
question is about social distribution of the money. For example “with the wealthiest 1 percent of
families in the United States holding about 40 percent of all wealth and the bottom 90 percent of
families holding less than one-quarter of all wealth’' and the top 20% of population holds more
than 80% of wealth. So if the top 20 % would decide to withdraw their money out of the economy
it would collapse the entire USA’s economy. But this top 20 percent can take their wealth and re-
invest it for a return to the bottom 80 percent to keep the economy going. This is strongly related
with the efficiency and quality and regulation of the financial markets that allow the distribution of
the money. The third question about distribution is related to the one how new money is added to
the system. It is usually done through complex series of transactions involving the treasuries and
central banks. It is important because adding new money to system incorrectly may end up in giv-
ing them to the small group of people who already have the most of it. In case of XBT it's geo-
graphically decentralized by design and it belongs to no country. It's a decentralized peer to peer
currency. However it is worth to mention, that it is not evenly distributed but a huge portion still
belongs to the initial creators and early miners®. However with the recent value spike of the XBC
those biggest wallets from the link report being emptied, so the distribution start to grow (unless
this is just a wallet to smaller wallets of the owner transfer). Also the geographical distribution and
the mining process has certain concentration® with China as the mining leader. But with the current
application in payment it shall be more distributed, especially when the mining process ends.

Its geographical and social decentralization which constitutes a chance for small economies
with unstable currencies under influence of small group of people. They have experienced huge
devaluation of the currency like in case of Venezuelan bolivar (VES) in 2018 or Zimbabwean dol-
lar (ZWD): 2008-2009*. A cryptocurrency with no government issuing body or being regulated by
any particular state with its backing in the global market constitutes a stable currency also in the
unstable times and places. CBT provides an transparent indicator of how economy is doing. XBT
ledger allows us to measure Bitcoin movement with a metric called Bitcoin days destroyed. So the
more of the money spent on the marked, the more vivid economy is. Unlike in case of local cur-
rencies when it is very hard to track how long particular bills stay unused.

Supply and demand of a currency are usually measured by a really complex series of sig-
nals designed from international trade monetary exchanges. There's a complex system of intercon-
nected banks regulatory agencies and treaties built around easy conversion of one money to anoth-
er. And those services bring a lot of money to those dealing with the exchanges. And contribute to
USA wealth and US dollar importance as for now it is the base currency for international trade

! https://equitablegrowth.org/the-distribution-of-wealth-in-the-united-states-and-implications-for-a-
net-worth-tax/#footnote-2.
2 https://99bitcoins.com/bitcoin-rich-list/.
3 https://cbeci.org/mining_map.
* https://blog.oanda.com/foreign-exchange-data-services/blog/worst-currency-devaluations-in-history.
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(Bretton Woods Agreement'). Moreover in terms of supply there is also a central authority that
will decide how much money to put into circulation. They base it upon certain determinants like
the interest rates in society or the employment levels. And they're either going to increase the
money supply or contract it to achieve these political factors. The currency can be manipulated for
the purpose of trade, if one wants to export it is crucial to keep the local currency cheap. In case of
XBT supply new bitcoins appear roughly around 10 minutes. The initial amount created during
this period was 50 XBT, now it is down 6.25. So the supply is gradually going down to fixed
21mln XBT. New XBTs are added to the Bitcoin economy by a process called bitcoin mining.
This process is regulated by the algorithms, not by the governmental institutions, but the algo-
rithms built into the very core of existence of BTX. So in principle, with the supply diminishing,
XBT is a deflationary currency. Therefore the situation like in case of Venezuelan bolivar is not
possible. Moreover since over a time less and less XBT will enter the market we will know how
much money is in the circulation, how much is created and we can predict when, but also how
much in total there will be of that. And it protects local economies from manipulation by printing
new bills and abnormal inflation. Not that inflation in itself is necessary bad. It is considered an
economy propeller, so it would be interesting whether economies cannot long time operate in the
deflation regime and confirm or deny the current economic theories on the matter.

Looking at currency exchange, in case of global adoption of a cryptocurrency, the whole
FIAT conversion system is not necessary anymore, so those who earn significant amount of money
on those conversions rather will not be happy (this cost elimination seems to be one of the reason
why Tesla has decided to incorporate XBT into their payment system). But what does it mean for
local governments regulating supply, demand and the value of local currencies on the basis of, for
example, a political agenda? How is it going to affect US dollar since it would no longer be neces-
sary for international transactions? It all depends on the governments and regulations and approach
of the government. But we can expect rather a battle than a warm welcome especially from the
governments with large economies and strong currencies or the corrupted ones, where the currency
manipulation is a mean to control economy and its citizens. Moreover the sophisticated system for
the export support by keeping the value of the local currency low, like in case of China with the
value of renminbi kept low, will not work anymore.

There is another issue worth mentioning. Having the same currency makes all economies
bind together. So if one country suffers a crisis, all are affected. That was the case of Euro and
economic crisis in Greece, where all the Euro zone was affected and other members of the zone
had to support Greece, so the whole system wouldn’t collapse. This was not the case for Poland,
which despite of being a EU member did not adopt Euro, and at the time of the crypsis reported
not a collapse, but an economic growth.

The matter of control of the currency by a small, large group of people or the lack of con-
trolled at all is also crucial. Since cryptocurrencies have transparency built in their core (the
amounts in the wallets and transactions are visible) on one hand it is resistant, at least partially to
the authorities manipulation, on the other hand those manipulations are used to keep economy go-
ing, to prevent unemployment and so one. So certain replacing mechanism for social or economic
crash prevention must be developed. However despite all the good, that a crypto-conversion could
bring, it is hard to foresee the situation, where the governments will freely abandon their tools of
control. Also because of the transparency. All transactions in the ledger are visible and stay there
forever. So it will be really easy to trace who has sponsored whose campaign. Or how public mon-
ey was spent and where did they go. Never mind secret funds for secret operations. So it is another
issue, that may actually be problematic for those, who run countries either being in officially in
power, or influencing those who are. Money is power, and power results in addiction very difficult
to overcome, especially that there is no standard treatment for that. Therefore a long, and main
battle is still ahead of those who want to replace the Fiat currencies with the crypto one.

Summary

There is a great potential for local economies if a cryptocurrency, or closely cooperating set
of specialized cryptocurrencies, is adopted as a global mean for covering goods and services ex-
change. Since they are transparent, keep the record of transactions, offer free or low transaction
fee, are deflationary (in some cases) in nature, international, immutable in terms of creation, they
seem like realization of the initial purpose of monetary system — to replace inconvenient barter
and serve people in exchanging goods and services, rather than being a tool of power and control.

! https://www.federalreservehistory.org/essays/bretton-woods-created.
161




Mixyxcnapoona ma nayionanvna 6e3neka: meopemuuni i NPUKIAOHI acnekmu
Mamepianu V Miscnapoonoi naykoso-npaxmuunoi kongepenyii (I/IVBC, 12.03.2021)

There are however certain disadvantages, since certain social phenomena like unemployment, ex-
port and import rate etc. were controlled by Fiat currencies allowing to address the most unguent
issues by monetary manipulation. Also USA could lose some of its economic importance if USD
is no longer the international transfer default currency, so for USA it is not an attractive perspec-
tive. Moreover an economic crypsis in one place affects all the globe. Also certain technological
limitations must be address, like the XBT 3 operations per second only. However if a good crypto-
currency(s) and its implementers overcome its disadvantages it may have a stabilizing, transpar-
ent, anticorruption, common people friendly potential and that would be very interested to see not
only in its financial perspective, but also in the way it affects the global distribution of wealth and
power.

I'anna Biinosa,

npodecop kadhenpu aaMiHICTPAaTHBHOTO TIpaBa,
MIPOIIECY Ta aAMIHICTPATUBHOI TisITHHOCTI
JIHINpONIeTPOBCHKOT'O JIEPIKaBHOT'O
YHIBEPCHUTETY BHYTPIIIHIX CIIPaB,

JIOKTOP IOPUANIHUX HAYK, JOLEHT

ETUKO-ITIPABOBI 3ACAI BAKOPUCTAHHS
COIIAJIBHUX MEPEXK ITPAIIIBHUKAMM HIJPO3/ILJIIB
MOJIIIII IPEBEHTUBHOI JISAJIBHOCTI

CyuacHuil yac — 11e mepioj TEXHOJOTIH, SKi TpaHCHOPMYBaJX CHIJIKYBaHHS IIOACH 3a J10-
MIOMOT'0I0 COLIATBHUX MepeX. 3apa3 [HTepHeT BUKOPUCTOBYIOTh OHA 4,5 MiNbsipaa JIfo/ieH, Toxl
SIK KUTBKICTh KOPHUCTYBAYiB COIIATBHUX MEPEkK MEePeTHYIA MO3HAUKY B 3,8 minmbsapaa. Maibxe 60%
HaCeJICHHS CBITY BXe KOPUCTYETbes [HTepHEeTOM i Oinbme 50% BUKOPHCTOBYE COIialbHI Mepexi
[1]. B cepemabomy mroauHa BUTpadae Maixe ABi ronuHu (MpuOau3Ho 116 XBWIMH) Ha COIiaibHi
Mepexi IOIHS, IIe 5 POKIB KUTTA [5].

IIpencTaBHUKU MOJIIIT BUBYAIOTh BUKOPHCTAHHS COINANbHUX MEPEX Uil OTPUMAHHS iH-
(dopmaris, 0co0IMBO U TAKTUYHMX IIUIEH, HaNpHUKIaL, Ui 300py iHGopMalii npo 3arpo3u Ma-
COBOTO HACHJILCTBA, 3aBOPYILEHb 200 3I0YMHHOI JTISUTbHOCTI MiJl Yac 1HIIMX HE3aKOHHUX MacOBHX
neMoHcTparii [6]. OcoOMMBO akTyansHOIO I IpobiiemMa cTana B Tpolieci (GopMyBaHHS TTO3UTH B-
HOTO MKy momimii micns ii pedopmyBanss. CbOroHi yci myOnmivaHi Aii MONMIEeHCEKHX MOXKYTh
OyTH 3ammcaHi Ha MOOUTBHWI TPUCTPid Ta 3aBaHTa)xeHI Ha YouTube aGo a0 iHIIOT COIiaTBHOT
Mepexi. [TpamiBHUKY MO MOBUHHI 3aBXKIH MPO IIe MMaM’ SITaTH, a TaKOXK JTOTPUMYBATHCH MPO-
(eciiiHIX eTHYHUX 3acaj] TP KOPHUCTYBAHHS COIIATbHUMHU MEPEKaMH.

O.I1. Koconamn BH3HAYMB OCHOBHI HalpsIMU BUKOPHCTAHHS Yy MPaKTUYHIA AiSUILHOCTI ITpa-
BOOXOPOHHMX OPraHiB COLIaJBHUX Mepex : 1) OTpUMaHHS JIOBIAKOBO-IOMOMDXKHOI iH(pOpMALil
II0JI0 KOHKPETHUX OCi0 Ta 1X KOHTAaKTiB, CTOCOBHO KOHKPETHOTO KPUMIHAJIBLHOTO MPOBAKEHHS,
CBIJIKiB, MIOTEPITIIINX, MiO3PIOBAHHUX TOIIO; 2) MONIYK iH(OPMAIIii MO0 COIiaTbHUX 3B SA3KIB Tpa-
BOIOPYIITHUKIB, X KaHATIB 3JIOYMHHUX KOHTAKTIB TOIIO; 3) BCTAHOBJCHHS JOCTOBIPHOCTI amioi,
MicCIIsSl 3HAXOJKEHHS 0COOM Ta iH.; 3) MiABUINEHHS PiBHS MPaBOBOI KYJIbTYPH TPOMAJISIH; 4) BeICH-
HS 3aX0J(iB, TPOPITAKTUYHO CIPSIMOBAHUX Ha YCYHEHHS YMOB, IO CIIPHSIIOTH BYMHEHHIO KpUMiHa-
JbHUX TPaBONOPYIIEHb; 5) BCTAHOBJIEHHS OCI0 3 SCKpPaBO BHPa)KEHOI KPUMIHOT'CHHOIO MOBEJiH-
KO0 a00 CXWJIBHICTIO JIO TaKOro; 6) MOXJIMBICTb BUKOPUCTAHHS TEXHIKH «JIOBJISI Ha MBI JUIS
PO3KPHTTS NMPABOTIOPYIITHHUKIB Ta 3JI0YHHIB; 7) TOMUPEHHS CYCHUIBHO 3HAYMMO] iHpopMartii (1mo-
JI0 TIPaBOINOPYIIEHb, MPAaBOIOPYIIHHKIB, IMOLIYK CBIJIKIB, IOKa3iB TOIIO); 8) PO3MIILEHHS 3BITHOI
iH(popMaIlii Ta HATATOKCHHSI CHCTEMH EJICKTPOHHUX 3BEpHEHb TPOMAIsTH; 9) MiABHIIICHHS PiBHS
JIOBipH TPOMAJICBKOCTI TIPaBOOXOPOHHUM OpTraHaM Tomro [2].

3akoH Ykpainu «[Ipo HamionaneHy nominito» y cT. 9 BU3Ha4ae 3acajy BiJKPUTOCTI Ta Ipo-
30pOCTi, 3TiTHO SIKOT MoJiLis 3a0e3neyye nocTiiHe iHGOPMYBaHHs OpraHiB JepXaBHOI BJIa1 Ta Op-
raHiB MICIIEBOTO CaMOBPSIIyBaHHS, a TAKOX I'POMAJICBKOCTI PO CBOIO JISLILHICTH Y cepi 0XOpOHU
Ta 3aXMCTY IpaB i CBOOOJ JIFOJIMHH, MPOTHIII 3I0YMHHOCTI, 3a0e3neueHHs myOJiuHol Oe3neku i mo-
psiaky [4]. 3rigHo 1BOTO MONTOXKEHHS Ha odiliiHOMYy Beb-caiiti MBC ta HITY po3MimyroThes B ak-
TyaJIbHOMY cTaHi iH(pOpMAITiifHi MaTepiaii Ipo AisUTBHICTE ITiAPO3/IiTiB, HOPMAaTHBHO-TIpaBOBa 0asa,
3BiTH, KOpUCHA iH(OpMaIlIis, a Tako>k HOBHHH. 3a OTOMOTor0 BeO-cality MBC Ta comianbHUX Me-
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