
Why I am fascinated by the possibilities of cryptocurrencies

Thank you to all those who came along to discuss money, cryptocurrencies and the
wellbeing economy on 10th February 2022. Following the meeting, I have set out some
further thoughts for those who are interested in continuing the conversation, to try and
clarify why I think cryptocurrencies offer such exciting possibilities for those of us in Wales
who are passionate about creating a wellbeing economy.  As always, I welcome your
thoughts and feedback!  - Dawn Lyle, Wellbeing Economy Wales.

Cryptocurrencies are a digital form of money that exists on a peer-to-peer network, where a
decentralised community of users each hold an up-to-date copy of the digital ledger, tracking
who holds what money, and logging transactions as the coins change hands.

Bitcoin is the biggest and most well known of the cryptocurrencies, and has been adopted as
a kind of “digital gold”, a store of value, where people can store their savings in a currency that
is beyond the control of governments, banks or nation states.  The value of bitcoin fluctuates
wildly, but on the long term charts its value is rising on a clear trajectory, and given the
number of people who now have wealth stored in bitcoin, there is significant vested interest in
keeping it strong, valuable and secure for the long term.

Bitcoin is also controversial.  Partly this is because it represents a threat to the traditional
powerbases of banks and governments - a form of wealth that they don’t control and which
limits their power over people.  So, while behind the scenes, wealthy people, states and
corporations are investing heavily into bitcoin, perhaps their agenda is to discredit it and sow
doubt and fear among ordinary people, to discourage uptake of this decentralised form of
money - hence the negative headlines and the constant fear mongering in the mainstream
media.

https://wellbeingeconomy.wales/crypto-cymru


The other reason people hate bitcoin is because of the high energy consumption of the
network - and therefore the carbon emissions that the currency represents.  When compared
to the carbon emissions of $USD or £GBP, the global banking sector and all the IT and
computing infrastructure that services the global financial system, energy-use on bitcoin is a
small fraction.  The maintenance of the modern fiat money system, including banking
deposits and paper money, produces almost 400 million metric tons of CO2 each year, which
exceeds the amount of CO2 produced by bitcoin mining by more than four times.  In another
comparison, researchers estimate that bitcoin consumes less than half the energy that the
gold mining industry does, and less than one-fifth of what bank branches and ATMs do.

But its true that the value of this digital currency is based on its increasing scarcity and the
difficulty of acquiring new bitcoins (just like the value of gold is based on its scarcity and the
costs associated with gold mining) - and this scarcity is a function of the “proof of work”
system for allocating newly minted coins.

Bitcoin exists on a massive digital ledger (a blockchain) which is held collectively by its users.
And every ten minutes, a new “block” of transactions is logged on this ledger, updating the
record of how much bitcoin everyone is holding.  Complex cryptography makes this ledger
secure, and new blocks of transactions can only be added to the blockchain if they are
validated by one of the nodes in the peer-to-peer network.  So millions of computers are
churning out billions of computer calculations to validate the blocks (this is the
energy-guzzling “work”) - and based on that “work”, new bitcoins are created and allocated as
rewards to those nodes for their work to keep the network secure and up-to-date.  This is the
“proof of work” system, and the process known as bitcoin mining.

As the value of bitcoins has risen and risen, more and more serious bitcoin mining operations
have been established, running thousands of computers churning out complex mathematical
calculations, and guzzling energy to do so - in return for receiving bitcoins every once in a
while.  On average, 144 blocks are mined daily and each contains 6.25 bitcoins.  It is estimated
that 900 new bitcoins are mined per day.  And the rate at which new bitcoins are being
minted is set to dwindle over time - which means more and more IT power is needed for every
single bitcoin that is produced - and it's that increasing scarcity that keeps pushing the value
of each bitcoin higher and higher.  There are only ever going to 21m bitcoins created - this
hard limit is written into the bitcoin algorithm (code).  With the current 18.9 million bitcoins in
circulation, that means only 2.1 million bitcoins are left to mine. It is estimated that the last
bitcoin will be mined in 2140.

So bitcoin is ONE example of a cryptocurrency - and it's the big mama.  And it is inherently
energy intensive because of its particular design features (proof-of-work, mining, scarcity etc).
But its special features and functions represent just one set of rules or characteristics.  It has
been programmed to operate in a particular way.  Human beings set up the code, decided
how new coins would be minted, how the blockchain would be distributed, how often new
blocks would be created, and how many bitcoins would be minted overall.

The question that fascinates me is how an alternative cryptocurrency could be designed
and programmed differently, based on a different set of rules and values - to create a
wellbeing economy and support human and environmental flourishing.



Bitcoin was developed as a radical “peer to peer” money innovation in the wake of the 2008
financial crisis, when the corruptibility of banks and governments was laid bare and when the
crippling injustice of the existing financial system came clearly into view.  People were
motivated to jump on board an idea that detached their money - and their personal financial
lives - from the control of big banks and big states, and bitcoin provided that opportunity.

But while bitcoin was certainly a radical innovation, becoming the dominant cryptocurrency
and remaining so, the ideology that drives it isn’t such a radical paradigm shift.  Like
traditional money, it’s worth is still a function of its scarcity, the rich get richer, and the coin
does nothing to alleviate global poverty or environmental crisis.  Instead bitcoin accords neatly
with libertarian philosophy - where private, personal wealth is seen as an end in itself,
competition for that wealth is regarded as “natural”, and the accumulation of that wealth is
the highest goal.

So, whether or not we approve of bitcoin specifically, I’d suggest we needn’t throw the baby
out with the bathwater and reject cryptocurrencies in general.  The arguments for
decentralised, peer-to-peer money, are compelling - particularly for readers of dystopian
literature, and anyone paying attention to history.  Unless we can completely trust both
governments and corporations to always act in the interests of people and the planet, we
should be interested in developing alternative, just, resilient and ethical forms of money.

The fact is that our global financial system is in the hands of a powerful banking elite that lies
beyond the authority of elected governments, and in fact exerts power over those elected
governments by virtue of the fact that they - the global banking elite - control most of the
creation and flow of money.

And that specific form of money has corrupted our human interrelationships, and created an
economic reality that is destructive to the wellbeing of people, places and the planet.

Meanwhile, we have to admit that our democracies are not completely reliable and
dependable, and so question whether a system that placed money solely in the hands of the
state would be any better over the long term.  If I were part of a progressive government, I
would be interested in developing socially-just systems and infrastructure held and controlled
“in common” by the people, to serve the common good, that would be resilient over the long
term - protected as much from political interference as from corporate dominance.

That, I think, is the possibility contained within cryptocurrencies: the possibility to create a
new, decentralised medium of exchange; a decentralised form of value, that is our innate
birthright as members of a community, that is abundant and inclusive, as opposed to scarce
and exclusive.  A new form of money that protects our freedoms, our wellbeing, our
communities - from corporations and from governments; that enables us to unhook from the
corrupt financial system that now dominates our lives.  I’m envisioning a wellbeing coin for
Wales, and I’d love to explore further what that might look like.  Who’s with me?
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