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Throughout history, there have been two fundamental and interrelated 
debates over the creation and use of money.1

The first debate is whether money should be created by the market or the 
state.2 When money is created by private markets, individual currencies oper-
ate in competition with each other, such that the value of any given currency is 
measured by its relative strength against the others. In contrast, under a system 
where the government has a monopoly over the supply of money, the sound-
ness of the currency is ensured, if at all, by a set of institutional constraints to 
prevent its debasement. 

A second debate arises between those who believe that money should be a 
tool used by policymakers to achieve certain political, economic, and social ends 
and those who believe that money should be a neutral unit of measurement, like 
inches or kilograms.3 Today, central banks are tasked with mandates to achieve 
full employment, plug budget deficits, and spur real economic growth. The 
institutional challenge for governments is to decide how to balance these goals 
with the need for price stability. Discretion by central bankers with respect to 
these tradeoffs is intended to allow public officials to operate the system for the 
public benefit. By the same token, government discretion in the management of 
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money creates the possibility of major failures—such as runaway inflation—if 
that discretion is misused. 

As history has shown, the dangers of government discretion can easily out-
weigh the benefits.4 We, therefore, welcome the sea change in attitudes toward 
money that began 15 years ago with the release of Satoshi Nakamoto’s white 
paper, “Bitcoin: A Peer-to-Peer Electronic Cash System,” and the subsequent cre-
ation of the Bitcoin network.5 The white paper laid out a novel payments system 
and currency—called bitcoin—that was independent of centralized institutions, 
relying instead upon a decentralized network of computers for regulation and 
validation—in and of itself, a private, international monetary system.

Since Nakamoto’s publication, those who believe in the separation of 
money and state have had cause to celebrate; decentralized cryptocurrency has 
the potential to restore important structural safeguards for monetary policy, such 
as fixed mandates. As the monetary system is increasingly wielded as a political 
weapon to achieve social equality or punish political opponents, the demand 
for a neutral unit of transaction will grow.6

In this article, we hope to accomplish two descriptive tasks and offer two 
policy proposals. We first introduce a novel classification scheme to categorize 
cryptocurrencies. Distinct terms like “central bank digital currency” and “cryp-
tocurrency” are often interchanged, so a precise typology will be helpful in 
setting the parameters of debates over monetary policy.7 Stated briefly, digital 
assets can be classified by (a) their degrees of centralization and (b) their degree 
of control by a state. This framework is derived from previous scholarship by 
Max Raskin and co-authors.8

Second, the article will describe the ideology that undergirds the most suc-
cessful digital currency thus far: bitcoin. According to the above classification 
scheme, bitcoin is a decentralized, private cryptocurrency. The philosophy that 
undergirds bitcoin is a libertarian one—specifically, the philosophy of the Aus-
trian school of economics. This resurgent school of economic thought—which 
was established in Austria in the 1870s and best articulated by Ludwig von 
Mises and his student, Nobel Laureate F. A. Hayek—has powerfully influenced 
the design of the bitcoin protocol. A core tenet of the Austrian School is that a 
central bank’s policy of maintaining artificially low interest rates is the source 
of the boom-and-bust business cycle.9 In designing a system with a fixed money 
supply that mirrored the qualities of gold, Nakamoto embodied the Austrian 
skepticism of fiat currency.

Regarding the policy proposals, we first contend that governments’ plans 
for central bank digital currencies are neither novel nor good policy. The real-
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ity is that most of today’s central bank currencies are already digital, and any 
attempts to disintermediate the banking system—that is, to allow individuals 
to hold accounts directly with the central bank (and not private banks)—will 
result in a dangerous temptation for governments to micromanage the finances 
of their citizens.10 

Our second policy conclusion is a positive one. We recommend that central 
banks in developing nations adopt private, decentralized digital currencies or 
fixed money supplies to encourage foreign investment and increase the economic 
well-being and stability of their citizens.

Above all, we hope to contribute to a rethinking of money in this digital 
age. Technological innovation is forcing economists and regulators to rediscover 
previously abandoned theories of economics. These revived theories approach 
money at a fundamental level, understanding it as a good like any other, subject 
to both the law of supply and demand and the law of unintended consequences.

A ClAssifiCAtion of CryptoCurrenCies

The framework established by Raskin et al. outlines that all digital currencies 
can be classified along two axes: their degree of (a) centralization and (b) state 
sponsorship.11

Digital currencies can be either public or private. Private digital currencies 
are those that do not receive legal privileges from the government. Public digital 
currencies are those that gain legal favor through laws and regulations. The most 
powerful tool to privilege a currency are legal tender laws, which require that a 
designated money be accepted for debts.12 In the United States, for example, the 
Supreme Court used the Legal Tender Cases (Knox v. Lee and Parker v. Davis) 
of the nineteenth century to declare constitutional the federal government’s 
privileging of its own currency.13 

This ruling contravened sound legal principles. The Legal Tender Act, 
passed to help the Union fund the Civil War, required parties who had the 
right to receive gold for their certificates to accept paper money in its place.14 
However, the Fifth Amendment to the Constitution requires just compensa-
tion for the taking of private property, money included. The standard rule of 
just compensation dictated that what was received in exchange for the property 
“must be a full and perfect equivalent for the property taken.” This condition 
could only have been satisfied if the new paper money (known as “greenbacks”) 
traded at par with the gold-backed receipts.15 Because of this disparity in value, 
individuals continued to demand payment in gold (ultimately leading to the 
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aforementioned lawsuits), revealing their preference for one asset over the other. 
This early incident demonstrates how the creation of a government monopoly 
can undermine private stores of money (in that case, gold).16

Turning to the second axis, digital currencies can either be centralized or 
decentralized. Decentralized digital currencies have no formal barriers to par-
ticipation in or implementation of the network. Centralized digital currencies 
do face these barriers; they are created and implemented by a single organization 
that assigns certain privileges and rights to favored parties in the network. In 
other words, decentralized digital currencies are primarily built and maintained 
through an open-source software ethos in contrast with centralized digital cur-
rencies that rely on managers with privileges to establish and run the network.17 

Bitcoin, which we classify as a private, decentralized digital currency, gave 
birth to the new generation of decentralized currencies. Bitcoin is private because, 
in the United States, the government does not force businesses or individuals to 
accept bitcoin for the payment of debts. In fact, the government disadvantages 
bitcoin by taxing any gains from its sale and requiring tax reporting. Bitcoin is 
decentralized because it is maintained as open-source software; all participants in 
the network have equal rights with respect to participation in the network, and 
the rules of the network are determined by consensus. If, for instance, reformers 
wanted to raise the cap on the number of bitcoins to be minted and were able 
to convince a sufficient proportion of bitcoin nodes, miners, and users to start 
running the new software, that new software would become the new bitcoin—
but Nakamoto himself has no special power to do this. Indeed, in the case of 
Ethereum, another blockchain network with a cryptocurrency, there was a split 
that resulted in two Ethereums—Ethereum and Ethereum Classic.18 

Past attempts to change one fundamental underlying feature of the Bitcoin 
network, known as a “hard fork,” have failed because they could not pass this 
demanding threshold. Hard forks are not particularly common for the same 
reason the creation of a new language isn’t: network effects. In a decentralized 
system, an individual can decide that a “pen” should be referred to as a “frindle,” 
but unless he can convince his fellow network participants, i.e., English-language 
speakers, a pen will continue to be called a “pen,” at least in the absence of state 
mandates for the new usages.19 These parameters can change, but only through 
consensus.

Another class of digital assets that has attracted the world’s attention is 
central bank digital currencies. Central banks around the globe have announced 
plans, in conjunction with their governments, to issue their own digital assets.20 
In our typology, central bank digital currencies are public because they are le-
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gally privileged by the government. These currencies will become legal tender 
for all debts, public and private, as well as tax obligations. They are centralized 
because they will be managed by the government or one of its instruments. A 
classic example is the digital renminbi, which is issued by the People’s Bank of 
China. In the United States, the digital dollar will almost certainly be issued by 
the Federal Reserve, which controls the nation’s money supply. In all likelihood, 
it will be impossible for any individual state to override those policies under the 
general principles of federalism and preemption, which would bring all issues 
of currency uniformity to the federal level.21 It is conceivable, however, that the 
federal government will want to encourage currency competition under the 
theory that such competitive pressures will improve currency.22 

Authorizing and verifying transactions in state-run systems is not subject 
to a consensus mechanism but instead is set by decision-making at a high level 
of centralized governance. The following table proposes a schematic for under-
standing the delineation between centralized and decentralized currencies across 
public and private spheres.

Public Private

Centralized
Central Bank Digital Cur-
rencies (e.g. Petro, e-kro-
na, digital renminbi, etc.)

Ripple, Tether, Gemini Dol-
lars, etc.

Decentralized *Does not exist* Bitcoin, Litecoin, Dogecoin, 
etc.

the ideology And MeChAniCs of privAte deCentrAlized CryptoCurrenCy

In this section, we will briefly describe the mechanics behind private, decentral-
ized digital currency. We will then illustrate how those mechanics instantiate a 
particular worldview that is at odds with the worldview behind public, central-
ized digital currency. It is a dangerous misconception that central bank digital 
currencies are “cryptocurrencies.” In fact, they are antithetical to one another. 
Central bank digital currencies are no innovation, but rather represent an un-
realized desire to disintermediate the private banking system from the state’s 
control of the money supply—a desire that has existed for hundreds of years.23

 Nakamoto’s white paper describing bitcoin, and his subsequent release of 
the software establishing the Bitcoin network, reflect a tension between private 
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and decentralized versus public and centralized digital currencies. Both his paper 
and software were self-conscious efforts to “gain a new territory of freedom,” 
given his fear that centralized states would attack private, voluntary systems.24 
Nakamoto was explicit that bitcoin is “very attractive to the libertarian viewpoint 
if we can explain it properly.”25 Further, he explained that “governments are 
good at cutting off the heads of centrally controlled networks such as Napster, 
but pure P2P networks like Gnutella and Tor seem to be holding their own.”26

Nakamoto did not expound on his political philosophy, but the system he 
designed was clearly influenced by economists skeptical of centralized monetary 
systems, most notably Hayek and von Mises. Indeed, toward the end of his life 
in 1984, Hayek insisted that in order to restore “sound” money, it would be 
necessary to create “in some sly roundabout way” a private currency, free from 
government control. This conclusion followed from a core tenet of the Austrian 
School: that a central bank’s decision to maintain artificially low interest rates 
is the source of the boom-and-bust cycle. In designing his system with a fixed 
money supply, Nakamoto mimicked the best qualities of gold, reifying the Aus-
trian skepticism of fiat currency in the digital age. The bitcoin program followed 
the lessons of Hayek’s 1976 The Denationalization of Money, a full-throated 
defense of competing currencies. For Hayek, the classic critique that monopoly 
over goods and services leads to higher prices and lower quality applied equally 
to currency. Monopolistic practices—such as legal tender laws—benefit the 
state’s currency, forcing individuals to accept less favorable terms. Given such 
coercion, one check on unwise decisions by central bankers is removed, as any 
alternative is legally disadvantaged. 

Economists have different views of what constitutes “unwise” actions in 
monetary policy. However, from another vocal critic of government power, 
Ludwig von Mises, Nakamoto drew another important lesson. Ludwig von 
Mises most clearly articulated the Austrian Business Cycle Theory in his 1912 
The Theory of Money and Credit. Mises explained that the business cycle emerges 
from the central bank’s establishment of artificially low interest rates, which 
spurs malinvestment in certain boom industries, like housing. When interest 
rates are permitted to rise to combat inflation, these malinvestments must be 
liquidated—a process that constitutes the bust.27 In the case of the 2008 Hous-
ing Crisis, such a bust generated the massive collapse in the residential home 
mortgage market when banks lent on the strength of an implicit government 
guarantee, given free of charge.28

Our purpose here is not to defend Austrian Business Cycle Theory, but 
rather to observe that it strongly influenced the design of the Bitcoin network. 
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One crucial aspect of the Austrian view is its skepticism toward the creation of 
new money. This school of thought maintains that each dollar printed devalues 
the money currently in circulation, constituting a transfer of wealth to those 
who receive the newer money before prices rise, leading to inflation in the ab-
sence of offsetting productivity gains.29 In contrast to central banks around the 
world, whose monetary policies vary month-to-month, Nakamoto designed the 
Bitcoin network to adhere to a fixed monetary policy. 

Bitcoin mining, the method by which new bitcoins are “created,” occurs 
in accord with a programmed set of parameters under which no more than 21 
million bitcoins can ever be created. New bitcoins are “minted” by the Bitcoin 
network roughly every 10 minutes at diminishing rates.30 When the network 
began in 2009, 50 bitcoins were minted roughly every 10 minutes; currently, 
that number is 6.25 every 10 minutes. Approximately once every four years, 
the number of new bitcoins mined every 10 minutes is halved.31 

Mining is a process by which networks of computers called “miners” 
compete to solve a computationally difficult math problem in order to bundle 
a single “block” of bitcoin transactions. The miners are rewarded with newly 
issued bitcoins for creating the blocks of transactions that are linked together 
in a chain; hence, the term “blockchain.”32

In order to expand the supply of bitcoin, a strong consensus of network 
participants would have to agree to a change—a much more unlikely feat in a 
global, decentralized network like Bitcoin than in a centralized banking system 
like the Federal Reserve.33

Nakamoto was wise to use a blockchain to implement this decentralized 
vision. The blockchain is a technological innovation used for building consensus 
among parties without preexisting trust between them. Blockchains use cryp-
tography to establish certain facts. In the case of bitcoin’s blockchain, individu-
als using the network are able to verify all bitcoin transactions and all bitcoin 
ownership in a ledger that all nodes of the network possess a copy of. Blockchain 
technology is an impor-
tant but misunderstood 
innovation.34 For our 
purposes, however, two 
essential facts suffice: 
one, that blockchain 
enables a financial network to be established without centralized governance, 
and two, that this feature represents a skepticism of central banks and institu-
tions. Importantly, Scott Stornetta, one of the two inventors of the world’s first 

In order to expand the supply of bitcoin, 
a strong consensus of network partici-
pants would have to agree to a change.
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blockchain, calls himself a libertarian.35 Stornetta’s work with Stuart Haber was 
the most-cited paper in Nakamoto’s own white paper. 

Accordingly, there are two common misconceptions about bitcoin and other 
cryptocurrencies. The first is that, because bitcoin is digital, its supply cannot 
be limited—nothing is to prevent someone from “copying and pasting” their 
bitcoins to multiple recipients. The second is that the supply of bitcoin cannot 
be limited because anyone can create their own coin—a Raskoin, UpdocCoin, 
or Hayekoin, for example.

Starting with the first misconception, bitcoin was specifically designed to 
solve what is known as the double-spending problem—“copying and pasting” 
currency. Imagine that Max wanted to send a dollar to his friend Richard in 
China. If Max flies to China and hands the dollar to Richard, Richard can be 
assured that he is the only person receiving the dollar. Of course, flying to China 
is inefficient. Instead, Max could send Richard the serial number on the dollar. 
But this creates a double-spend problem: what is to stop Max from sending the 
same serial number to multiple people, effectively spending the dollar multiple 
times? In our financial system, banks usually intermediate this transfer to verify 
that Max has the necessary funds to pay Richard one dollar and that Max does 
not double-spend that dollar. Bitcoin was created to solve the double-spend 
problem without recourse to third-party intermediaries like banks. It does this 
through the process of mining, which both serves to incentivize participation 
in the network and verify that double spending is not occurring.   

The second misconception is that anyone could create his own digital 
currency. While this is a technically true point, it fails to appreciate the role of 
network effects. Bitcoin may not be the ultimate winner in the digital currency 
“space race,” but the fact that so many people own and trade bitcoin is itself a 
reason why other people own and trade bitcoin. Much like Schelling or focal 
points in game theory, or philosopher John Searle’s ontological interpersonal 
subjectivity, bitcoin is valuable because other people think bitcoin is valuable.36 

For example, consider an analogy to diamonds. Diamonds have not always 
been as valuable as they are today. Their current value ultimately derives from 
a social convention in modern Western societies—that diamonds are used in 
marriage proposals.37 But such a convention is not etched in the heavens—
rather it is the result of collective practices that emerge in many communities. 
Engagement rituals, an important feature of marriage, were also influenced by 
a marketing campaign from DeBeers that began in the 1940s with the aim of 
changing peoples’ subject beliefs and preferences with respect to diamonds.38 

If, however, as a result of a shift in sentiments, perhaps brought on by a new 
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ad campaign, society would collectively change its preference and decide that 
emeralds or vintage Grateful Dead t-shirts were the new engagement conven-
tion, then those items would take on new value, even if any isolated individual 
did not particularly prefer the new way of doing things. In other words, there 
are certain facts of society that are true by virtue of aggregated beliefs that are 
interrelated and mutually reinforcing. Transformation of these facts is likely 
fueled by decentralized changes in consensus, rather than top-down dictates.

poliCy proposAl 1: AgAinst A CentrAl BAnk digitAl CurrenCy (CBdC)

Governments around the world are currently experimenting with the creation 
of central bank digital currencies. While the United States is still at the purely 
investigatory stage, the CBDC development process is now at implementation 
stage in China and elsewhere. On the one hand, central bank digital currencies 
are a novel technology and are subject to unprecedented marketing campaigns. 
On the other hand, governments are using them to both monitor and directly 
control the bank accounts of their citizens.. The scheme works by having the 
central bank issue, on behalf of the state, a bank digital currency that it would 
then manage on its own digital ledger, which would be the only portal through 
which private individuals could transact in the currency.

Note that the first two of these conditions already describe the monetary 
system today.39 In the United States, for example, dollars are mostly digital—
not piles of physical cash sitting in each of our bank accounts. Today, private 
banks maintain their own ledgers and settle transactions between each other 
to effect private transactions between individuals and corporations. As it cur-
rently stands, individuals are not allowed to hold retail banking accounts in 
the Federal Reserve system. But the creation of a central bank digital currency 
would likely allow individuals to access the government’s system of digital cash 
directly, possibly without the option of going through the intermediary of the 
private banking system.

However, this scenario did not suddenly become possible because of new 
crypto technology, but is in fact a derivative of the well-known Chicago Plan 
first floated in the 1930s by a group of economists at the University of Chicago. 
Their plan proposes the U.S. banking system be “narrowed” by disaggregating 
private banks’ depository and lending activities, nationalizing money creation, 
and allowing individuals to hold accounts with the federal government, perhaps 
through the Post Office.40 The early plan never came to fruition, but at pres-
ent is being resurrected by Democrats in both houses of Congress who have 
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proposed bills to let individuals hold checking accounts directly with Federal 
Reserve banks under a “digital dollar” banner.41 This proposal is done with the 
express purpose of stimulating the economy with direct cash injections and 
by offering new banking services to the unbanked. As of November 2022, the 
Federal Reserve Bank of New York is in the midst of a pilot project testing out a 
digital dollar—the 12-week program is run in partnership with legacy financial 
institutions like Citigroup and Mastercard.42 

This plan is not without merit. Our current banking system operates in an 
intermediated fashion where large financial institutions move money between 
individuals without direct government involvement. If, for instance, one person 
wants to send money to another, they cannot access the Automated Clearing 
House (ACH) or Society for Worldwide Interbank Financial Telecommunication 
(SWIFT) networks; they must hold their money at a bank that is itself a part of 
the network. Only through bearer instruments like physical cash, bitcoin, gold, 
or diamonds can any individual send monetary value to another person without 

recourse to a third par-
ty.43 This third-party ser-
vice comes with a cost; 
namely, the banking fees 
required to let ordinary 
people gain access to the 
network, which total bil-
lions of dollars each year. 

A digital dollar would disintermediate the banking system and eliminate the 
oligopoly of privileged private banks’ access to the payment rails of society. But 
the cost of ending this oligopoly is an even more dangerous one: allowing the 
federal government to have access to every transaction by anyone participat-
ing in its system.44 That interaction could be either direct or indirect—anyone 
who does not sign up with the federal bank will still have to do business with 
individuals who do, making their data available to the federal regulator.

The first problem with a government-run banking system is the privacy 
concern that arises from the government knowing who transacts with whom. 
To be sure, the federal government would have comprehensive control in ef-
fectuating its monetary policy, especially in conducting counter-cyclical money 
policy, such as by providing cash deposits for those entitled to pandemic money. 
This more tailored approach, however, would quickly become the most valu-
able political football of all time. The federal government could punish political 
opponents and reward political supporters with a few keystrokes, as targeting 

But the cost of ending this oligopoly 
is an even more dangerous one: al-
lowing the federal government to 
have access to every transaction by 
anyone participating in its system.
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opposition groups—in the style of the Internal Revenue Service—would be far 
easier. 45 Pro-life administrations would be able to see which of their citizens 
had paid for abortions, just as anti-gun administrations would be able to see 
who purchased firearms. States that support an administration could receive 
preferable access to interest rates over those that oppose the administration, 
similar to how the federal government can decide which institutions have access 
to its discount window in times of distress, or decide which financial assets or 
institutions should be deemed systemically important. 

Instead of merely surveilling financial decisions, digital dollars would give 
the government the ability to censor the private financial decisions of both 
large firms and ordinary citizens. Republicans could target alternative energy 
companies and pornographers while Democrats could do the same with gun 
manufacturers and pro-Israel organizations. While it is true that such actions 
could take place today (and would likely be struck down as unconstitutional), the 
ease and secrecy with which the banking system can be weaponized is frightening.

The U.S. founders were skeptical of centralized power not only as an ab-
stract principle but for practical reasons.46 A Post Office-run bank with either 
government preferences or monopoly power truly sounds like a haunting spec-
ter of bureaucracy and inefficiency. Indeed, Thomas Jefferson expressed such 
sentiment at the idea of a Post Office itself, viewing it as “a source of boundless 
patronage to the executive, jobbing to members of Congress and their friends, 
and a bottomless abyss of public money.”47 

Competition among banks helps provide consumers with innovative ser-
vices, lower prices, and checks on power. It may well be that in our highly regu-
lated banking system, thousands of small community banks cannot withstand 
financial shocks without some government guarantees. And it may be that too 
few larger banks could wield limited monopoly power. But, some mix of large, 
medium, and small banks, some with state and some with federal charters, is 
surely preferable to one omnipresent federal bank in its ability to deliver banking 
services to all sectors of the economy. Keeping the Federal Reserve as a bank for 
banks is far better than expanding it into the Third Bank of the United States. 
Financial federalism may be messy, but it is preferable to monopoly.

poliCy proposAl 2: the Adoption of deCentrAlized digitAl CurrenCies 
for developing eConoMies

Private decentralized digital currencies also offer tremendous benefits for devel-
oping economies. Historically, government officials in developing countries have 
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had unhealthy relationships with the printing press.48 Instead of making prudent 
choices to balance budgets and invest in long-term projects, too many of these 
governments have turned their central banks into personal piggy banks—plug-
ging up budget deficits and funding short-term, politically expedient projects. 
The result is disastrous levels of inflation, from Zimbabwe to Turkey, from 
Venezuela to Argentina. In each case, the central bank became a tool to boost 
the sagging fortunes of the ruling party or leader, so money ceased to operate 
as a neutral medium of exchange. The short-term pain of inflation was com-
pounded when flawed monetary policy drove away both domestic and foreign 
investment, further impairing economic growth.49

Private decentralized digital currencies hold the promise of a solution. 
Digital currencies like bitcoin can represent a variation on the old theme of 
dollarization or euroization, whereby a government outsources control over its 
monetary policy to an impersonal, nonpolitical institution—namely a decentral-
ized network of non-state actors that adheres to a non-discretionary monetary 
policy.

The temptation of money printing is great, especially for countries with 
dubious commitments to the rule of law. In these countries, the transparent 
nature of open networks can remove monetary discretion from political actors 
in order to encourage investment, thereby dampening currency instability. 
Currency stability in turn should reduce the high interest rates driven by the 
lack of confidence in local currencies.50 More reforms, of course, are needed, 
given that monetary problems are compounded by other structural and acute 
problems, such as the fear of nationalization, slapdash regulations, and erratic 
enforcement. But, by tying themselves to the mast of a fixed and deterministic 
monetary policy, developing economies can signal that they are prepared to 
reform other portions of their financial constitutions, providing greater clarity 
to potential investors. 

Digital currencies are unique because they forego ties to the Federal Re-
serve or the European Central Bank, thus permitting developing central banks 
to adopt a variety of fixed monetary policies. For instance, in 1993, Stanford 
economist John Taylor proposed a famous mathematical rule determining an 
optimal monetary policy that would remove the need for central banker discre-
tion, thereby giving market participants greater certainty when making their 
capital allocation decisions. The eponymous Taylor Rule is a simple equation 
that determines the optimal federal funds rate based on inflation and the GDP 
output gap.51 Whether the Taylor Rule, Milton Friedman’s money supply rule, 
or some other deterministic rule, monetary policy is like judicial precedent—
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in most matters it is more important that a rule be established than that it be 
established correctly.52

ConClusion

As Hayek pointed out many years ago, money is like language in that it evolves 
not as a series of edicts from on high, but instead through a ground-up process 
of spontaneous order. Indeed, at its origin, money was a form of negotiable 
warehouse receipts for a fixed store of gold.53 Billions of individual decisions 
shaped not only the definition of money, but also its value. There are huge social 
gains when a government no longer tries to set some “real” interest rate and 
instead turns that task over to millions of everyday decisions that arise every 
time ordinary people—with localized knowledge—choose to save versus spend. 
Aggregated individual decisions paint a much more complete tapestry than the 
diktat of technocratic gurus.

Stronger private markets, such as decentralized digital currencies, offer 
one set of useful countervailing forces to government chicanery and misman-
agement. Currencies like bitcoin or gold function as the thermometer that 
informs central bankers, especially in developing countries, whether or not 
they are behaving prudently. Instead of seeking to destroy these thermometers 
because they do not like the temperature, central banks should embrace these 
disciplining mechanisms. A

W
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