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Bitcoin-A Digital Currency between
Self-Regulation and Mandatory Law

Rainer Kulms
( Translated by Liao Fan and Wei Na)

Abstract; Bitcoin has become the most innovative and controversial form of digital money. It operates
cross-border as a virtual currency without having the attributes of a real currency, since government
backing is absent. Bitcoin depends crucially on the internet. It is open to everybody and has brought forth
rudimentary organisational structures with the potential for creating externalities. This paper reviews the
technical aspects of Bitcoin and assesses governance mechanisms in the light of the literature on the
tragedy of the (anti-) commons. Government intervention into virtual currencies is still in its infancy. The
transnational structure of the internet and regulatory competition preclude national authorities from
pursuing a comprehensive regulatory policy. Regulators are currently assessing the benefits of private
financial networks against the fall-out from money laundering and tax evasion practices. The future of the
virtual currency critically depends on the interface between efficient private ordering and the fight against
crime.

Keywords: Bitcoin, virtual currencies, the tragedy of the (anti-) commons, regulation of private

financial networks
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