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Letter from the Director 
 
Dear delegates, 
 
My name is Neel Lahiri and I have the pleasure of serving as the Director of the International 
Monetary Fund at the fourteenth session of Canadian High School Model United Nations. I 
am currently a Grade 12 student at J.N. Burnett Secondary School in Richmond and I have 
been a passionate Model United Nations participant since Grade 9. 
 
Life-changing moments are few and far between, which is precisely why they are so formative. 
I had such a moment when I first came across the book Freakonomics, written by Steven D. 
Levitt and Stephen J. Dubner. Through the lens of economic thought, the authors discussed 
topics ranging from sumo wrestling to crime rates, exploring new perspectives on apparently 
random social phenomena. The ideas put forth in the book not only challenged my 
preconceptions but inspired me to look beyond the surface for “the hidden side of 
everything.” Hence began my obsession with the field of economics. 
 
The common description of economics – the study of the scarcity of resources – can be 
supremely misleading, for it fails to betray the versatility and wide-ranging nature of the 
discipline. In truth, economics is less a topic than a mindset - a different way of perceiving the 
world as it is. It is exciting, invigorating, and downright gratifying to come across seemingly 
counterintuitive answers to big questions grounded in pure logic and statistical analysis.  
 
I look forward to high-quality discourse, the likes of which I have come to expect from the 
gifted delegates gracing MUN conferences. The challenge put forth in the committee sessions 
is considerable and can teach delegates valuable lessons pertaining to the importance of 
diplomacy and compromise. I implore you to challenge yourself – to push beyond the 
constrictions of your comfort zone – in order to truly get the most out of the MUN 
experience. 
 
Feel free to contact me via email if you have any questions or concerns. As IMF is an advanced 
committee, all delegates will be required to write a position paper prior to the conference.  
 
Regards, 
 
Neel Lahiri 
Director of IMF—CAHSMUN 2018   
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Committee Description 
 
The world forever changed in July of 1944. At Bretton Woods, in the American state of New 
Hampshire, a number of visionaries proposed the formation of the International Monetary 
Fund (IMF) to preserve and protect monetary stability throughout the world order. Created in 
December 1945, the IMF has three primary functions in maintaining monetary responsibility 
at the global scale: surveillance, lending, and capacity development. The surveillance aspect 
comes in monitoring the economic policies of the Fund’s 189 member nations and advising 
countries on policy changes in the face of financial catastrophes. The IMF also assists states 
facing extreme financial situations through the distribution of low-interest loans, which 
provide a foundation for revived economic growth. The area of capacity development deals 
with the development of financial infrastructure and human capital in countries with 
primitive institutional frameworks, setting up the groundwork for accelerated economic 
growth moving forward.1 
 
Another international financial body, the World Bank, was created at the Bretton Woods 
meetings and has come to be known as the sister organization of the IMF. Though their 
charters are relatively similar, the primary goals of the two institutions differ marginally. 
Whereas the IMF has a much stronger focus on the management of international financial 
markets, the World Bank has more focus on international economic development. The IMF 
can best be considered a body with more short-term goals, such as maintaining the stability of 
exchange rates worldwide, while the World Bank is regarded as one with long-term goals, 
such as the improvement of institutional infrastructure in developing nations around the 
globe.2 
 
While the specific actions of the IMF have varied over time, one aspect of the organization has 
changed little – its importance to the preservation of the global financial order. Many even 
credit the IMF, along with the World Bank, with preventing the Great Recession of 2008-2010 
from devolving into a complete international depression. Currently, the main challenges 
facing the Fund have to do with the technological age and its effect on the monetary system. 
The increased reliance on the Internet and technology for much of the world’s economic 
activity simultaneously increases the efficiency of transactions and increases the risk of a 
global disappearance of wealth. The IMF’s chief responsibility in the digital age involves 
maintaining stability of world markets in this time of rapid, destabilizing innovation. 
 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
1 http://www.imf.org/en/About 
2 https://www.imf.org/external/pubs/ft/exrp/differ/differ.htm 
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Topic A: Management of Electronic Currencies  
Overview  
 
The rapid advances made in technology over the past decades have had myriad of 
ramifications in the context of the global financial system. Few are perhaps more pressing and 
pertinent than the relatively recent development of numerous electronic currencies, most 
notably Bitcoin. 
 
The most intriguing aspect of such currencies is that they are completely decentralized, 
meaning that no governing body controls the flow of money in the system. This is in contrast 
with conventional national currencies controlled by central banks and bank notes used in the 
early 20th centuries controlled by private banks. The decentralized nature of these electronic 
currencies is a function of the technology behind them, known as the blockchain system. In a 
blockchain, instead of having a central authority dictating the flows and issuance of the 
currency, the system underlying the currency is a peer-to-peer shared public ledger system.3 
No central authority is in charge of managing the blockchain - the entire responsibility lies in 
the hands of the users of the system. Users confirm all transactions that take place, doing so in 
return for more of the currency. The new currency is issued not at the whims of a central 
banker, but through a process known as mining wherein complex mathematical problems 
must be solved to generate new Bitcoins. The equations become more and more difficult with 
each new issuance, causing fewer Bitcoins to be generated as time goes on. 
 
The main attraction of the system is its ability to easily facilitate international payments 
without having to deal with exchange rate problems.4 This feature of electronic currencies, as 
well as the anonymity granted by their systems, gives rise to their use in a number of illegal 
activities such as the purchase of drugs and weapons as well as human trafficking. The other 
issues at hand are the extreme volatility of the value of such currencies and the lack of 
insurance on the currency contained in personal accounts; both of these problems have the 
propensity to lead to large losses of wealth if individuals choose to store their wealth in 
Bitcoin.5 
 
It is clear that though electronic currencies can improve efficiency throughout the global 
financial system, they also have the ability to enable and expedite criminal activities. The 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
3 https://bitcoin.org/en/how-it-works 
4 http://www.economist.com/bitcoinexplained 
5 http://www.motherjones.com/politics/2013/04/what-is-bitcoin-explained 
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primary goal of the IMF over the course of the conference will be to enact resolutions that 
promote the benefits of electronic currencies while mitigating their drawbacks. 
 

Timeline 
 
1816 – The gold standard is first adopted in England, causing all issued currency to represent 
a given amount of gold. The new policy is in response to the rising inflation of the time and 
comes to be adopted by most nations around the world. 
 
September 19 1931 – The gold standard is phased out by England causing all currency to be 
fiat money – that is, hold no intrinsic value. This shift prompts a worldwide abandonment of 
the gold standard. 
 
July 1-22 1944 – The Bretton Woods meetings take place culminating in the foundation of the 
International Monetary Fund and the World Bank. 
 
December 1998 – PayPal (originally in the form of Confinity) is founded in Silicon Valley. Its 
success represents a broader shift away from physical methods of payments towards electronic 
ones. 
 
January 1 2002 – The Euro enters circulation within European Union member countries 
becoming the first currency used by a collection of nations. 
 
2008-2009 – Bitcoin, the world’s first electronic cryptocurrency, is introduced and 
subsequently released by a coder (or group thereof) going by the pseudonym Satoshi 
Nakamoto. 
 
September 7 2009 – The United Nations, in a resolution paper originating from the UN 
Conference on Trade and Development (UNCTAD), signals that the global financial system 
may need an artificial currency to replace the US dollar as the world’s reserve currency. 
Bitcoin and other digital currencies could fit their requirements. 
 
June 2011 – A number of thefts and hacks of Bitcoin accounts occur, with the biggest being an 
astonishing $500,000 worth of the currency from a single person’s account. This is followed 
by a much larger scale hack of the largest Bitcoin trader in the world, Mt. Gox; hundreds of 
accounts are emptied. The attacks serve as a reminder to investors of the numerous risks and 
safety concerns inherent in electronic currencies. 
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October 7 2011 – Bitcoin’s first main competitor, Litecoin, is invented and released by Charles 
Lee. 
 
January-April 2013 – Bitcoin has the most volatile phase in terms of its value in the entirety of 
its existence, rising from $13 per coin to $266 – a 2000% increase in value. This is followed 
immediately by a plummeting 75%, down to $67 in value. The instability proves that Bitcoin is 
yet to be a reliable store of value, and prompts speculation about the potential for a bubble to 
form. 
 
2013 – The total value of Bitcoin holdings around the world surpasses $1 billion, signifying 
the tremendous growth in the market for digital currencies since its inception. 
 
July 30 2015 – Ether, another type of electronic currency, is launched by the distributed 
computing platform Ethereum. It comes to be the most prominent competitor to Bitcoin, 
proving that the system is far from a monopoly of a single coin. 
 
2016-2017 – Bitcoin surges in value, more than quintupling in value over the course of a 
single year, serving as yet another reminder of the immense volatility of such digital 
currencies. 
 
2017 – The total number of “initial coin offerings” – launches of new electronic currencies – 
surpasses 200, with the majority taking place over the course of the previous two years. The 
surge in such offerings signifies that the chief contemporary use of electronic currencies is not 
to engage in transactions, as the original creators of such currencies envisioned, but as 
investment opportunities. This prompts further worries of a bubble being formed. 
 

Historical Analysis 
 
The course of history was fundamentally altered around the year 9000 BC when humankind 
invented and began using alternative mediums to exchange wealth rather than bartering their 
various goods and services amongst each other. The advancement of the species accelerated 
dramatically over the course of the following millennia developing notions of culture and 
society that had never previously existed; many historians attribute this growth to the 
development of a more efficient method of exchanging wealth. 6 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
6 Ferguson, Niall. The Ascent of Money: A Financial History of the World. London: Penguin, 2012. Print. 
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The next notable step forward in the development of the monetary system came in the year 
1032 AD when a number of privately-owned Chinese banks became the first to issue their 
own form of money – that which would later be referred to as banknotes – diverging from the 
status quo of government issuance.7 While this new trend allowed more citizens to become 
involved in the monetary system, it also contributed to rising inflation in China.8 Eventually, 
this devolved into the first major historical bout of hyperinflation, indicating the potential 
dangers of a wayward, unregulated monetary system. 
 
It was not until the mid-1600s, however, that the nature of money fundamentally changed 
with the development of central banks - institutions in charge of a nation’s monetary and 
foreign exchange systems.9 The key characteristic of such banks is their independence from 
the heart of the federal government preventing excessive printing of money on the part of self-
interested politicians. For the most part, such banks’ main objectives are dual: maintaining 
price stability and achieving full employment within an economy. The framework for such 
institutions was developed in Italy in the early parts of the 17th century, where such banks 
were founded at city or county levels. The first such national bank came to be in 1656 when 
the Bank of Sweden was founded in Stockholm. It continues to operate in the modern day, 
making it the oldest existing central bank (followed closely by the prominent Bank of 
England).10 
 
The progress of the monetary system has been closely tied to the progress of technology 
throughout history. The digital revolution of the mid to late 20th century and invention of the 
personal computer and Internet has altered the nature of money. Consumers no longer had to 
rely on checks and cash for their financial transactions; instead, consumers were able to use 
convenient plastic cards that were accepted globally. The circulation of physical currency 
began to diminish in developed nations for the first time; the majority of the world’s wealth 
was no longer held in cash, but in small plastic cards.  
 
The only area of the monetary system untouched by the digital revolution was the issuance of 
currency until 2009 when a coder named Satoshi Nakamoto released a prototype for a purely 
electronic currency: Bitcoin. Instead of issuance and regulation of money supply by a nation’s 
central bank, Bitcoin and the innumerable other electronic currencies that followed are 
controlled purely by those who use it. In other words, Bitcoin is said to be governed through a 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
7 http://projects.exeter.ac.uk/RDavies/arian/amser/chrono3.html 
8 Ibid. 
9 https://www.ecb.europa.eu/explainers/tell-me/html/what-is-a-central-bank.en.html 
10 http://worldbookonline.com/advanced/article?id=ar045120 
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“peer-to-peer network.”11 Though the long-term effects of more ubiquity of these currencies 
are uncertain, one point is that any significant movement away from conventional currencies 
towards cryptocurrencies will call for large, disruptive changes to the organization of the 
global financial system. 
 

Current Situation 
 
Money, when broken down to its most basic form, has three primary functions. The first, and 
perhaps most important, is a medium of exchange. It must be accepted by a large group of 
individuals as a method of paying off debts to one another or in exchange for specific goods 
and services. The second is a store of value. It must be something that one can retain in order 
to preserve the wealth they accumulate through their various economic activities over time. 
The final core function of money is a unit of account. One must be able to utilize it in order to 
measure wealth, as well as set prices for offered goods and services.12 
 
None of these three functions that define money necessitates that it be primarily controlled 
and regulated by a governmental entity, yet this is the status quo in the modern day. Central 
banks, a public institution, issue most currency in circulation around the world. The supply of 
a given currency, and hence the interest rates in the nation concerned, is purely based on the 
inclinations of the central banker or board of central bankers that govern the institution.13 
Within a nation, the consensus to use the national currency is less a function of the virtues of 
the currency than a function of the lack of alternatives to the currency. In a sense, the market 
for currencies around the world is a government-controlled monopoly that is absent of viable 
competition. 
 
The quasi-monopoly on the issuance of currency by world governments is precisely what a 
coder, (or group thereof) operating under the pseudonym Satoshi Nakamoto, attempted to 
challenge with his introduction of a purely electronic currency in 2009: the Bitcoin. Rather 
than having new money be issued by a single entity, the program works such that new 
issuance is regulated only by those who use the currency; it is completely decentralized. The 
system used to achieve this decentralization is referred to as a shared public ledger, otherwise 
known as a blockchain. Every Bitcoin transfer is confirmed by people known as miners, who 
design codes that solve complex mathematical equations that prove the transactions. Each 
confirmation of a transaction adds a small file, known as a “block,” to the blockchain, thus 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
11 https://bitcoin.org/bitcoin.pdf 
12 http://worldbookonline.com/advanced/article?id=ar367640 
13 https://www.treasury.gov/resource-center/faqs/Currency/Pages/legal-tender.aspx 
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storing and recording every Bitcoin transaction that takes place. In return for contributing the 
blockchain, miners receive installments of new coins. This process simultaneously maintains 
the cogs of the Bitcoin economy, by making certain that the system of transfers is functioning, 
while also methodically issuing new currency. Furthermore, the system is designed such that 
the equations become more difficult as time goes on; thus the amount of Bitcoin issued never 
accelerates or becomes significantly affected by inflation. Consequently, the currency is 
unlikely to ever lose its value in a substantial way, making it all the more valuable to hold on 
to. 
 
An aspect of the currency that has garnered a great deal of fascination is the anonymity it 
grants. Due to being part of a shared public ledger network, every transaction that takes place 
involving Bitcoins is stored in a small data file and is available for public use.14 Anyone can see 
which accounts were involved in which transactions in the entire history of the currency. 
However, the amount of information available about the individuals behind specific accounts 
is severely limited. The only pieces of information that can be gleaned from analyzing 
transaction data are the digital signatures of those involved in the transaction – that is, single, 
unique lines of code that serve as identities for all existing Bitcoin accounts. This privacy is a 
result of the peer-to-peer nature of the network, which allows users to eliminate financial 
institutions from the transactions, avoiding the divulgence of the immense amount of 
personal information that they require in order for one to open an account. Thus, transactions 
utilizing Bitcoin are nearly as untraceable as cash transactions in terms of the parties involved, 
despite taking place online. 
 
The potential benefits of a monetary system reliant upon Bitcoin are numerous.15 Rather than 
relying on the market values of precious metals, as currency did when the gold and silver 
standards were the anchors of most global currencies, or relying on the continuous 
trustworthiness of a nation’s government, as is the current convention, Bitcoin instead relies 
on the theory of mathematics in order for the currency to work. This facet of the currency 
makes it far less likely that it will suddenly and swiftly crumble, as has happened with many 
other notable currencies in history. Moreover, the anonymity of the currency makes identity 
theft based on online commercial activity far smaller issue; rather than having the names, 
birthdates, and credit card information of patrons and merchants, hackers will instead only 
have access to a single digital signature. 
 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
14 https://bitcoin.org/en/protect-your-privacy 
15 http://cs.stanford.edu/people/eroberts/cs181/projects/2010-11/DigitalCurrencies/advantages/index.html 
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Though it is by no means bulletproof, the Bitcoin system also has the advantage of being quite 
safe, in terms of the security of one’s coins. The ownership of a Bitcoin can only be altered by 
the current owner of the currency, making the theft of Bitcoins by a hostile third party 
impossible. Bitcoin accounts can still be hacked, but this is more a matter of vigilance on the 
part of the account’s owner than a flaw in the system itself. Furthermore, Bitcoins are 
completely impossible to counterfeit; the issuance of new Bitcoins is done by assigning an 
arbitrary line of code, which is only relevant within the blockchain. Coders cannot arbitrarily 
construct lines of code in the hopes that it can become Bitcoin – the system itself is 
responsible for all issuance and other arbitrary lines of code will not be recognized. 
 
Perhaps the most significant upside of Bitcoins is the propensity for the currency to radically 
expand the amount of international trade that takes place. Due to the system being purely 
peer-to-peer, Bitcoin can operate in the same manner around the world. This implies that the 
problem of exchange rates could be all but eliminated in online purchases, drastically cutting 
transaction costs involved in international payments. 
 
For all the potential benefits to the widespread adoption of electronic currency, there are 
several drawbacks. The first stems from the fact that electronic currencies have yet to become 
comprehensively accepted around the world; the market remains relatively niche. Few rulings 
characterize this point in a more succinct way than the U.S. Commodity Futures Trading 
Commission’s designation of Bitcoin as a commodity, rather than a currency.16 The 
aforementioned benefits of Bitcoin and its competitors can only be realized once such 
currencies are legitimized by regulatory bodies. Part of the reason for this resistance may be 
the potential loss of power for world governments. With a wider adoption of electronic 
currencies, governments would lose their ability to engage in monetary policy, which 
essentially controls interest rates around the country and can help stabilize economies when in 
recession or depression. Without a centralized power in charge of the money supply, interest 
rates would fluctuate based on the market sentiments, depleting the government’s ability to 
ease the economy during difficult periods – a prospect that terrifies those in power. 
 
Cryptocurrencies may also not be completely reliable store of value, which after all is one of 
the key features of any type of money. This problem plagues most currencies used around the 
world, but tends to be more acute with Bitcoin and its rivals. For one, the history of Bitcoin’s 
value in comparison to more common international currencies, such as the American dollar 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
16 https://www.forbes.com/sites/greatspeculations/2017/02/21/if-you-want-to-trade-bitcoins-first-learn-cftc-
rules/#4b9cc7bf2c85 
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and the Euro, has been characterized by astonishing volatility.17 Within the first three quarters 
of 2017 alone, the value of a Bitcoin more than quadrupled, increasing from approximately 
$800 USD to approximately $3500 USD, prompting widespread worries that the market for 
the currency was developing into a bubble. Moreover, electronic currencies have the 
propensity to be stolen, or simply disappear. As previously mentioned, if proper measures are 
not taken by the currency’s owner to secure their account, hackers can gain access to and 
confiscate the account, essentially stealing the original owner’s wealth. Disappearance can also 
occur if proper steps are not taken by the owner to keep extra copies of their currency files; a 
piece of malware or virus, even if not taking the Bitcoins for themselves, can corrupt the 
currency files such that they are irretrievable, causing the existing coins to essentially 
disappear. 
 
Another issue lies in the occasionally prohibitive additional costs involved in Bitcoin 
transactions. The blockchain has a condition that caps the total amount of Bitcoins issued at 
21 million, and that number has already been reached. This implies that miners no longer 
acquire new currency for their transaction confirmations, a crucial cog in the machinery of 
the blockchain. Thus, miners now use the new method of charging transaction fees to earn a 
living off their coding. Of late, these fees have become extremely high, such that transactions 
with the currency of a small magnitude are virtually infeasible. These costs eliminate one of 
the key benefits of electronic currencies: cost-free international exchanges due to a lack of 
exchange rates. Further, the growing market for Bitcoin has caused the speed of transactions 
to dramatically reduce, primarily due to the existing infrastructure of the blockchain. Each 
block is capped at one megabyte, which can slow the process of adding new blocks. Increasing 
the size of the blocks can increase the speed of confirmations, eliminating this issue altogether. 
However, whether the system should be changed as such is a matter of great controversy 
amongst Bitcoin traders and enthusiasts.18 
 
The final flaw of electronic currencies is widely regarded as their most controversial aspect: 
the potential for their use in illegal activities online. The anonymity granted by Bitcoin and 
other electronic currencies is akin to that granted by email; one’s username is the extent of the 
information divulged. As previously discussed, this is far less information than what is 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
17 https://www.xe.com/currencycharts/?from=XBT&to=USD&view=10Y 
18 This issue was the catalyst for the creation of a new type of Bitcoin in early August of 2017, known as Bitcoin 
Cash. The new system uses the exact same framework as Bitcoin in terms of a shared public ledger, but increases 
the size of blocks to eight megabytes from the one megabyte size that prevails in the original system. The youth of 
the new currency makes it difficult to judge whether it shall achieve its desired purpose of smoothing and 
accelerating transactions. This information was retrieved from two sources: a.) 
https://www.wsj.com/articles/bitcoins-civil-war-what-you-need-to-know-1501508664; and b.) 
http://www.bbc.com/news/technology-40800270. 
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typically required online, given that most transactions occur through a financial institution, 
which requires a great deal of personal information from account holders. This feature of 
cryptocurrencies makes them highly attractive to those with nefarious purposes, such as drug 
dealing, arms dealing, and human trafficking. The electronic secrecy gives them an 
opportunity to engage in transactions through the Internet, giving them an opportunity to 
considerably increase their sales. This point is epitomized by the case of the Silk Road 
marketplace, a website that facilitated the purchase and sale of illegal goods and services, 
which was dismantled by the Federal Bureau of Investigation in October 2013.19 The vast 
majority of transactions taking place on the website utilized Bitcoin, arguably contributing to 
the website’s ability to evade authorities for as long as it did. 
 
The various advantages and drawbacks of electronic currencies make them fitting for 
international and domestic regulation. However, the very prospect of regulation is a difficult 
task for both governments and those involved in the cryptocurrency market. Most potential 
methods of regulating Bitcoin exchange involve the creation of bodies which involve 
themselves in the transactions. While being effective, these institutions also erode the original 
attraction of cryptocurrencies: their completely decentralized nature. If such measures are 
taken on a large scale, there is a strong likelihood that many would abandon the market 
altogether, given that its primary appeal has been eliminated. Additionally, many argue that if 
too stringent, attempts to regulate Bitcoin have the inclination to curb innovation – a crucial 
aspect of any young technology. The foremost challenge for regulators is to find a method of 
regulation that maintains the decentralized nature of cryptocurrencies and continues to 
encourage innovation, while also mitigating the listed problems that currently plague markets. 
 

United Nations Involvement 
 
The United Nations and its affiliates have been involved in the regulation of international 
financial matters since the birth of the organization itself.20 While involved through a number 
of UN Committees including the Economic and Financial Committee and Economic and 
Social Council, the most integral to the regulation and management of international financial 
affairs were two institutions created at the famed Bretton Woods Conference of 1944. These 
preceded to the foundation of the United Nations, whose agreement was ratified after the UN 
came into being. These were the World Bank, in charge of improving economic conditions in 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
19 https://www.fbi.gov/contact-us/field-offices/newyork/news/press-releases/ross-ulbricht-the-creator-and-owner-of-
the-silk-road-website-found-guilty-in-manhattan-federal-court-on-all-counts 
20 https://www.imf.org/external/about/histcoop.htm 
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emerging nations, and the IMF, in charge of keeping exchange rates stable throughout the 
world. 
 
Given the relative youth of Bitcoin and cryptocurrency technology, there has been little 
international involvement in the regulation of such currencies to date. Much of the 
cryptocurrency regulation that has taken place to date has been domestic, varying in breadth 
and stringency between the world’s various regions. In truth, the majority of international 
involvement has involved discussions about potential regulatory frameworks for 
cryptocurrencies, rather than concrete actions and resolutions. 
 
However, the UN and other international bodies have previously signalled their interest in 
Bitcoin and comparable digital currencies, noting the technology’s massive propensity to 
assist in the realization of their overarching goals. One notable expression of interest came in 
2009, when Bitcoin was in its earliest days, with the UN’s public discussion of the necessity of 
replacing the US dollar as the official international reserve currency. In a report from the UN 
Conference on Trade and Development (UNCTAD), the organization cited concerns that the 
current international framework, established primarily at the Bretton Woods Conference, was 
inadequate and somewhat at fault for the magnitude of the Great Recession that began in 
2008.21 Catalogued in the report, one solution proposed to employ an artificial currency – 
calling cryptocurrencies such as Bitcoin to mind. 
 
Like its mother organization, the IMF has been relatively silent on the topic of cryptocurrency 
management and regulation. The primary activity on their part pertaining to such currencies 
was a staff discussion note released in January of 2016, titled “Virtual Currencies and Beyond: 
Initial Considerations.”22 The memo acknowledges the revolutionary nature of digital 
currencies, and analyzes the potential risks they pose in addition to the rewards that could be 
reaped from their adoption. Little action has been taken on the IMF’s part since the 
publication of the report in terms of tangible regulatory action. 
 

Possible Solutions 
 
The current legal status of Bitcoin and other cryptocurrencies at the international level is 
relatively ambiguous. Little consensus exists among experts as to how the new technologies 
should be approached in regulatory terms. Consequently, little action has been taken on the 
part of international bodies in terms of concrete steps towards the better management of these 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
21 http://www.telegraph.co.uk/finance/currency/6152204/UN-wants-new-global-currency-to-replace-dollar.html 
22 https://www.imf.org/external/pubs/ft/sdn/2016/sdn1603.pdf 
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new technologies (see United Nations Involvement section). Far more of the regulation 
existing is domestic by nature, varying enormously between countries, from blanket bans in 
some to full embraces in others. 
 
Most agree that cryptocurrencies, and the technology behind them, have immense potential to 
help the world going forward. The UN signalled such a sentiment with its embrace of 
blockchains, noting the immense potential of the technology to distribute benefits and welfare 
payments within developing countries. Such nations are far more likely than others to have 
corrupt governments, making the current system, which heavily relies on domestic 
governments for enforcement of the payments, susceptible to inefficiency and even theft of 
aid. Blockchains would allow direct payment to those in most need. In fact, the UN has even 
become partially involved with cryptocurrencies themselves: in late May of 2017, a trial by the 
UN World Food Programme concluded, wherein the organization made payments to 10,000 
Syrian refugees using a cryptocurrency called Ethereum.23 
 
Simultaneously, most are of the opinion that there are many dangers inherent in 
cryptocurrencies and its underlying technologies. Bitcoin and its competitors have been 
known to be used for iniquitous purposes, including tax evasion, money laundering, human 
trafficking, and arms and drug dealing. This makes the use of Bitcoin at least arguably in 
contradiction to many of the overarching goals of the UN, which heavily focuses on 
improving living standards around the world – one facet of which is crime rates. 
 
The main trouble with the creation of a set of regulatory standards is in the difficulty of 
balancing the aforementioned benefits and drawbacks. Some fear that overregulation of the 
currencies will lead to a dearth of innovation and experimentation with the technology. 
Blockchains and shared public ledgers have potential uses far outside the constrictions of 
cryptocurrency technology, with the ability to decentralize many systems that are currently 
taken for granted as having a central managing body. Excessive regulatory standards put in 
place on the original use of the technology is likely to dissuade entrepreneurs from finding 
alternative uses of blockchains. On the other hand, some believe that under-regulation will 
allow the expansion of the current illegal uses of cryptocurrencies, potentially expanding 
internet crime by unprecedented margins.24 
 
On one end of the spectrum lies the bona fide regulation hawks: those skeptical of all 
regulatory standards. Such groups would much prefer maintaining the current status quo of 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
23 https://www.coindesk.com/united-nations-sends-aid-to-10000-syrian-refugees-using-ethereum-blockchain/ 
24 https://www.wired.com/2016/03/must-understand-bitcoin-regulate/ 
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virtually nonexistent governing laws. The group’s primary justification for their stance lies in 
the fact that most proposed regulation would imply involving, to some extent, a central body. 
This directly contradicts the heart of the Bitcoin experiment: decentralization. According to 
those who wish to maintain the current conventions, any compromise on this front is 
unacceptable, for it would undermine the most prominent goal of cryptocurrencies and result 
in the failure of both the currencies and underlying technology. Of course, there is no 
escaping the current trends of widespread cryptocurrencies use for criminal activities. If 
Bitcoin expands in prominence and ubiquity, as regulation hawks surely hope it shall, there is 
a strong likelihood that criminals will not only expand their use of the currency, but discover 
methods of making themselves ever more untraceable. The propensity of the technology to 
run amok cannot be understated. 
 
At the other end of the spectrum lies those who are utterly opposed to the notion of 
cryptocurrencies, and would prefer a world in which such technologies are banned altogether. 
While the criminal use of the technology as previously discussed is one definite aspect of their 
skepticism, myriad other reasons exist. Concerns about financial and economic stability are 
often brought up along with immense discussion of the past volatility of the currency. Even 
with regulations put in place, national governments would have far less control over the 
currency than they do their own, leaving the world much more prone to large-scale economic 
swings. Such a prospect is deeply unsettling to these groups, who would much prefer avoiding 
this risk altogether through an absolute ban. While the fears and doubts of these groups are 
undeniably warranted, this stance is an extreme one to take as it will either forget or willfully 
ignore the potential benefits of Bitcoin, as well as those of the shared public ledger technology 
underlying the currency.25 The worries about volatility may also be partially misconstrued. 
While the use of cryptocurrencies become more common, their values will no longer be at the 
whims of the small group of users, but at the market sentiments of a much larger portion of 
society. In all likelihood, more stability will prevail once the currencies become more 
ubiquitous.26 
 
As with most policy quandaries, the great majority of standpoints lie in the center. Within the 
middle portion lies a dispersion of views, albeit far less cynical than either of the two end-of-
spectrum stances described above. These medial groups agree that some regulation is required 
in order to prevent an anarchical system from arising, and most also agree that the regulation 
must not be restrictive to a point that innovation is suppressed. The type of regulation that 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
25 https://www.forbes.com/sites/jonmatonis/2013/01/28/government-ban-on-bitcoin-would-fail-
miserably/#51c37a831d25 
26 https://www.coindesk.com/why-regulating-bitcoin-will-not-work/ 
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these groups support is broadly similar. However, the specific methods of regulation, and the 
magnitude thereof, are the main points of discussion amongst those who do not espouse 
either of the extremes. 
 
The medial groups typically argue that regulatory standards should be structured such that the 
use cryptocurrencies should not be suppressed and must not supersede the existing system of 
national currencies. Maintaining the current protocol would allow nations to continue 
enacting monetary policy in order to stabilize the economy during periods of flux, thereby 
addressing one of the chief concerns of Bitcoin skeptics. They advocate for a system in which 
Bitcoin has regulation that resembles a combination of the standards for gold and cash.27 The 
decentralized nature of electronic currencies evokes the comparison with gold, whose supply 
is not determined by a government or central body, but rather by the market. Meanwhile the 
anonymous nature of Bitcoin transactions evokes the comparison with cash, which is largely 
untraceable. Legislating and enforcing consumer protection laws upon cryptocurrencies, just 
as how it is done with national and local cash, is the keystone of these groups’ standpoints. In 
a sense, they support the use of cryptocurrencies primarily as a mainstream commodity, 
which people hold on to as a type of investment as opposed to a true currency. 
 
The primary differences amongst these groups arise when the question of the method through 
which these regulations are enforced is brought up. Most regulatory systems rely on a 
centralized body for enforcement, which runs counter to the principle of decentralization 
integral to the system of digital currencies. One faction suggests enforcing regulations by 
utilizing the intermediaries who are inevitably a part of the system of virtual currencies, 
though not central to it. These include wallet providers, which manage and maintain the 
accounts of many users; payment processors, as in the miners responsible for maintaining the 
integrity of the blockchain; and exchange platforms, which assist users in changing their 
electronic currency into national and local currencies. It is important to note that these 
systems are not completely integral to the system, for each user of electronic currency could 
theoretically complete the services they are providing themselves; however, they have emerged 
in order to make use of the system more straightforward. Regulation through these 
intermediaries would thus not apply to all virtual currency users, but a large share of them, 
and maintain the theoretical decentralized nature of electronic currencies. 
 
Another group recommends devising a method of enforcing regulations through each specific 
user of the system. The argument there lies in the fact that those who use intermediaries are 
much less likely to be those who are abusing the system for activities such as tax evasion, 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
27 http://bigthink.com/think-tank/wences-casares-on-bitcoin-regulation 
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money laundering, and criminal purposes. Those who the regulation would be designed to 
catch would be precisely those who slip out of the grasps of authorities. This faction insists 
upon further research into methods of regulation that can utilize the entire system of 
cryptocurrency users, maintaining the decentralized nature of the system once more but with 
fewer loopholes. Thus far, no viable regulatory structures resembling this sentiment have 
become prominent in debate, but the notion of and hope in such a structure remains strong. 
 

Bloc Positions 
 
Given the youth of the technology underlying Bitcoin and other cryptocurrencies, relatively 
few governments have taken concrete regulatory action. Many nations have yet to develop an 
official stance on the topic of blockchain management and regulation; international bodies 
have done even less. Thus, the following blocs represent a general outline of nations’ 
sentiments, rather than official regulatory stances. 
 
Eastern Asian Nations 
Nations including Japan and China represent the least skeptical bloc on the topic of Bitcoin 
and blockchain technology. Cryptocurrency markets have been kept relatively free of 
regulation, which has resulted in the majority of the trading taking place in these nations.28 
Insofar as stances have been developed, these nations represent the regulation hawks as 
previously described. The only caveat is the involvement of official financial bodies, such as 
banks and credit unions, in the trading of these currencies; China explicitly forbids this 
practice, limiting cryptocurrency trade to private citizens.29 
 
North American Nations 
While there is general consensus amongst the North American Free Trade Agreement 
(NAFTA) nations that shared public ledger technology has immense potential, they also 
recognize the propensity of cryptocurrencies for abuse. Across the continent, private citizens 
and banks are permitted to transact in digital currencies; however, the currencies are subject 
to identical regulation (for example, anti-money laundering laws) as the national currencies. 
One can place this bloc in the medial group previously outlined, that wishes to impose some 
regulations on cryptocurrencies while also allowing innovation to flourish. 
  

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
28 https://www.coindesk.com/bitcoin-in-china-an-insiders-view/ 
29 http://www.investopedia.com/ask/answers/121515/bitcoin-legal-us.asp 
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European Union 
To date, the European Union (EU) has not taken an official stance on Bitcoin and similar 
digital currencies. For the most part, it has left any potential regulation in the hands of its 
member nations, with European Parliament remaining silent. However, the European 
Banking Authority (the primary body for financial regulation within the EU) released a report 
outlining its official position on the matter in 2014.30 The essence of its opinion was that a 
non-governmental body must be established to monitor and stabilize electronic currency 
markets, known as a “scheme governance body.” The non-governmental nature of the body 
would be a step towards maintaining decentralization without allowing the market to become 
erratic. 
 
Developing Nations 
Given the relative lack of modern infrastructure that prevails in most developing nations, 
many do not have the capacity to expand the market for cryptocurrencies. On the whole, 
however, these nations are highly enthusiastic about embracing the technology to whatever 
extent possible, primarily because of its ramifications for the distribution of aid. As the UN 
proved with its use of Ethereum, a cryptocurrency that delivers financial support to Syrian 
refugees, blockchain technology possess the capability to do immense good for the citizens of 
these nations. 
 

Discussion Questions 
 

1.)! Is there potential for cryptocurrencies, such as Bitcoin, to become the primary 
currency used internationally? What benefits and dangers would this global financial 
system pose? 

2.)!What are the comparisons between the system of electronic currencies and the gold 
standard that previously prevailed? Can any insights be drawn from the history of the 
gold standard in terms of possible steps forward for cryptocurrencies? 

3.)!Beyond cryptocurrencies, what other real-world implications are there or could there 
be for blockchain technology? 

4.)!How prominent is Bitcoin when considering the system of electronic currencies? Does 
its quasi-monopoly of the market have any potential implications for regulatory 
measures to be put in place? 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
30 http://www.eba.europa.eu/documents/10180/657547/EBA-Op-2014-08+Opinion+on+Virtual+Currencies.pdf 
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5.)!How can regulations upon cryptocurrencies be enforced without compromising their 
decentralized natures? Will the suggested regulatory measures encourage, discourage, 
or have a neutral effect on the incentive to innovate? 

6.)!What past experience does your nation have with Bitcoin or other electronic 
currencies? What domestic regulations have been put in place and how do these 
regulatory systems align with the bloc positions discussed? 
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