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Abstract 
A central bank digital currency (CBDC) is electronic in nature and one which amounts to the currency of the 

country implementing it; that is to say that it would replicate the physical form of the central bank currency. The 

value of a CBDC is the same as the physical form, meaning that if one possessed £10 CBDC it would equate to a 

£10 bank note. It is not classed as a cryptocurrency, which is a form of digital currency, however the Bank of 

England has said that it may use the distributed ledger technology (DLT) which is utilised for cryptocurrency. 

There are a number of reasons as to why central banks are now researching into the benefits and implications of 

establishing a CBDC, such as making payments more resilient and faster, adapting to the digital economy, and 

enhancing cross-border payments. Whilst this may be the case, it can be asserted that cryptocurrencies, such as 

Bitcoin, have increased the speed at which central banks are contemplating the introduction of a CBDC. 

Cynically, it would appear that central banks are concerned by the potential of cryptocurrencies becoming 

mainstream and therefore making central banks redundant. This paper will, therefore, explore the following: what 

is a CBDC, why is it being explored now, and the future of money and payment services. 
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Introduction 

 
The idea of a CBDC has gained traction in recent years and is set to accelerate over the next few years with China1 

and Singapore2 in advanced stages. Furthermore, a recent report3 by seven central banks and the Bank for 

International Settlements on a first CBDC implies that it may not be too long before this form of currency becomes 

                                                      
 Lecturer at Wolverhampton Law School, University of Wolverhampton, United Kingdom. His research interests lie in banking and 

financial regulation, as well as financial crises. ORCID ID 0000-0003-3344-9958. A presentation was given at the Socio-Legal Studies 

Association Conference, hosted by Cardiff University in March 2021 which was based on this article.  
1 Alun John, ‘Explainer: How does China’s digital yuan work?’ (2020)  https://www.reuters.com/article/us-china-currency-digital-

explainer/explainer-how-does-chinas-digital-yuan-work-idUSKBN27411T?edition-redirect=uk [Accessed 8 January 2021]. 
2 Monetary Authority of Singapore, ‘Project Ubin: Central bank digital money using distributed ledger technology’ 
https://www.mas.gov.sg/schemes-and-initiatives/project-ubin [Accessed 8 January 2021]. 
3 Bank for International Settlements, ‘Central banks and BIS publish first central bank digital currency (CBDC) report laying out key 

requirements’ (2020) https://www.bis.org/press/p201009.htm [Accessed 8 January 2021]. 

https://url6.mailanyone.net/v1/?m=1mL0m3-000CTf-45&i=57e1b682&c=j6Vjs_A9ES0O0o3aUgMF08dtw6kCPSQlJhHDoaBplGwnOVg0w8QY_wzgvmGMHz0c6HOqP-oagObR-mvYxLdkYIhR9K4pJ59UQc67LueTN3YeGRsFZxAMxPGux3MY0MXqvLkJrAA3fRFW_FqS4AhRJoe5qQbCxhU6rZakhJ7A3bIXgHSBDg0rdImRqNkmR0q6G6Eg3B2umeEqDIgAPr9Qdq6fN4uHzrhEX2XgjqMrsdQ
https://www.reuters.com/article/us-china-currency-digital-explainer/explainer-how-does-chinas-digital-yuan-work-idUSKBN27411T?edition-redirect=uk
https://www.reuters.com/article/us-china-currency-digital-explainer/explainer-how-does-chinas-digital-yuan-work-idUSKBN27411T?edition-redirect=uk
https://www.mas.gov.sg/schemes-and-initiatives/project-ubin
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mainstream. The seven central banks were the Bank of Canada, Bank of England, Bank of Japan, the European 

Central Bank, the Federal Reserve, Sveriges Riksbank, and the Swiss National Bank; indicating representation 

from large and established entities.4 It should be recognised that in late 2020 the first general purpose CBDC was 

launched in the Bahamas, otherwise known as the Sand Dollar.5 Its emergence signals a new era, albeit not a 

mainstream currency.  

Over the coming pages one will consider what a CBDC is, why it is being explored by central banks and 

governments, and what the future may look like for money and payment services. This paper is intended to 

encourage further discussion on an area that will, as some authors state, spark the fourth industrial revolution.6  

What is a CBDC? 

 
According to Grym, the roots of a CBDC can be traced back to the 1990s with the creation of the Avant card.7 

Grym makes some interesting observations. For example, references were made to a CBDC and linked to 

electronic money or e-money around twenty-five years ago. These terms closely relate to what we currently 

understand and know about money in todays’ society i.e., debit and credit cards are widely used and have taken 

over cash as the main payment method for many around the world. Therefore, electronic money, or e-money, is 

not new and is closely related to the term CBDC. 

 The history of the Avant smart card is discussed by the aforementioned author. There are some specific 

points that can be drawn on which aid this paper. First, there were objectives set for the electronic system, some 

of which are currently being discussed by central banks and resemble the positive attributes of cryptocurrency; 

they are general acceptance, anonymity, efficiency and safety.8 Second, that while the Finland central bank could 

issue electronic money, it was not classed as legal tender.9 This is a current issue for central banks. Third, the 

Avant smart card was eventually sold to commercial entities as it was not deemed necessary to continue under the 

central bank and was not beneficial to continue in this manner either, although the central bank would maintain a 

supervisory role.10 This may be a prophecy that central banks in current times will take a similar approach. It also 

raises an important point of whether central banks will protect (back) a CBDC, or for a limited time; although the 

general consensus appears to be that it will be protected . To summarise, the link between electronic money, or e-

                                                      
4 It should also be acknowledged that there are and have been other collaborations such as China and Singapore. 
5 Codruta Boar and Andreas Wehrli, ‘Ready, steady, go? – results of the third BIS survey on central bank digital currency’ (2021) 

https://www.bis.org/publ/bppdf/bispap114.pdf [Accessed 28 January 2021] page 3. Also see https://www.sanddollar.bs/.  
6 Andrew Haynes and Peter Yeoh, Cryptocurrencies and Cryptoassets (Abingdon, Oxon: Informa Law from Routledge 2020) page 247. 
7 Aleksi Grym, ‘Lessons learned from the world’s first CBDC’ (2020) 

https://helda.helsinki.fi/bof/bitstream/handle/123456789/17590/BoFER_8_2020.pdf?sequence=1&isAllowed=y [Accessed 29 January 

2021].  
8 Ibid page 3-4. 
9 Ibid page 4-5. 
10 Ibid page 7. 

https://www.bis.org/publ/bppdf/bispap114.pdf
https://www.sanddollar.bs/
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money, and a CBDC is notable with similar features. Grym, surmises that a CBDC could be e-money and in 

relation to the Avant smart card, the defunct card could be classified as both. This is a thought provoking analysis  

on a CBDC, electronic and e-money, and the links between them including the advantages, disadvantages and 

issues that surfaced during the 1990s.  

In current times, a CBDC is commonly described as electronic (digital) in nature and amounts to a 

country’s fiat currency. In other terms, “…a digital form of central bank money that is different from balances in 

traditional reserve or settlement accounts.”11 Furthermore, “A CBDC is a digital payment instrument, 

denominated in the national unit of account, that is a direct liability of the central bank.”12 To extinguish any 

doubt, it should be differentiated from cryptocurrency which is digital but whereby “…encryption techniques are 

used to regulate the generation of units of currency and verify the transfer of funds, operating independently of a 

Central Bank.”13 Therefore, a CBDC is centralised i.e., controlled in this context by the state or central bank, and 

a cryptocurrency such as Bitcoin14 is decentralised i.e., governed by the community; see fig 1. It is important to 

make the distinction between a CBDC and cryptocurrency as the two are different in respect of control, and also 

that it feeds into the next section of this paper exploring why central banks are investigating and researching into 

the creation of a CBDC. 

   

 
Fig 1. Gov.uk https://openinnovation.blog.gov.uk/2018/02/19/is-distributed-ledger-technology-the-answer/ [Accessed 27 January 2021].  

                                                      
11 Bank for International Settlements, ‘Central bank digital currencies: foundation principles and core features’ (2020) 

https://www.bis.org/publ/othp33.pdf [Accessed 8 January 2021] page 3 citing CPMI-MC (2018). 
12 Ibid. 
13 Orla Ward and Sabrina Rochemont, ‘Understanding central bank digital currencies (CBDC)’ (2019) 

https://www.actuaries.org.uk/system/files/field/document/Understanding%20CBDCs%20Final%20-%20disc.pdf [Accessed 8 January 2021] 
page 5. 
14 For further information on the history, recent observation, and future of digital currency see Tracey A. Anderson and Sue A. Anderson, 

‘Bitcoin – is it just a fad? History, current status and future of the cyber-currency revolution: Part 2’ [2020] J.I.B.L.R. 35(1), 15. 

https://openinnovation.blog.gov.uk/2018/02/19/is-distributed-ledger-technology-the-answer/
https://www.bis.org/publ/othp33.pdf
https://www.actuaries.org.uk/system/files/field/document/Understanding%20CBDCs%20Final%20-%20disc.pdf


  

A CBDC is, therefore, protected by the central bank and can be classified as legal tender, although this 

remains problematic at this point in time.15 This issue needs to be resolved in order for a CBDC to be created and 

to operate, and with just over 60% of central banks stating that law in place at present only authorises banknotes 

and coins,16 a change in the law is required.  

While particular technologies of DLT are being considered to support a CBDC, it would be tailored to 

align with the central bank maintaining a certain degree of control. In the initial stages it is suggested that a CBDC 

will operate on a permissioned or private blockchain,17 thus allowing the issuing central bank and approved 

entities to control the currency and supply. Something that is not seen with cryptocurrencies such as Bitcoin.  

 Thus far, it can be ascertained that a CBDC is digital, links to a fiat currency, will be in the form of a 

centralised ledger or one which allows control to the central bank, and is different to cryptocurrency. Another 

point to note is that a CBDC could be used by retail and wholesale users. The former relating to the general public, 

and the latter relating to operations between central banks and member banks.18 At present, there is some division 

between central banks and which users will be able to use a CBDC. For example, some central banks are 

considering wholesale only, some retail only, and some contemplating the issuance of both.19  

 This paper would not be complete without describing DLT and blockchain, as this will form the basis of 

discussion in the next section of this paper. The former is described as “…an asset database that can be shared 

across a network of multiple sites, geographies or institutions.”20 As such, it is different to a centralised ledger 

with one controlling entity that has many faults, for example fraud. Access via DLT can be unrestricted, meaning 

that it is open to any person or it can be restricted to certain persons.21 This type of flexibility distinguishes this 

type of ledger to a centralised one operated by central banks. The latter is a type of DLT, but the data is in blocks 

chained to other blocks i.e., blockchain;22 see fig 2. Blockchain can be described in the following scenario 

                                                      
15 See, for example, Catalina Margulis and Arthur Rossi, ‘Legally speaking, is digital money really money?’ (2021) 

https://blogs.imf.org/2021/01/14/legally-speaking-is-digital-money-really-money/ [Accessed 3 February 2021]. 
16 Ibid. 
17 PwC, ‘The rise of  central bank digital currencies (CBDCs)’ (2019) https://www.pwc.com/gx/en/financial-services/pdf/the-rise-of-central-

bank-digital-currencies.pdf [Accessed 27 January 2021]. 
18 Ibid. 
19 Wouter Bossu and others,, ‘Legal aspects of central bank digital currency: central bank and monetary law considerations’ (2020) 

https://www.imf.org/en/Publications/WP/Issues/2020/11/20/Legal-Aspects-of-Central-Bank-Digital-Currency-Central-Bank-and-Monetary-

Law-Considerations-49827 [Accessed 27 January 2021] page 9. 
20 Government Office for Science, ‘Distributed ledger technology: beyond bloc chain’ (2016) 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/492972/gs-16-1-distributed-ledger-

technology.pdf [Accessed 8 January 2021] page 5. 
21 European Central Bank, ‘Distributed ledger technology’ (2016) https://www.ecb.europa.eu/pub/annual/special-

features/2016/html/index.en.html [Accessed 3 February 2021]. 
22 For more details see, for example, Maurice Schellekens, ‘Is blockchain normatively acceptable?’ [2021] C.T.L.R. 27(1), 15.   

https://blogs.imf.org/2021/01/14/legally-speaking-is-digital-money-really-money/
https://www.pwc.com/gx/en/financial-services/pdf/the-rise-of-central-bank-digital-currencies.pdf
https://www.pwc.com/gx/en/financial-services/pdf/the-rise-of-central-bank-digital-currencies.pdf
https://www.imf.org/en/Publications/WP/Issues/2020/11/20/Legal-Aspects-of-Central-Bank-Digital-Currency-Central-Bank-and-Monetary-Law-Considerations-49827
https://www.imf.org/en/Publications/WP/Issues/2020/11/20/Legal-Aspects-of-Central-Bank-Digital-Currency-Central-Bank-and-Monetary-Law-Considerations-49827
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/492972/gs-16-1-distributed-ledger-technology.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/492972/gs-16-1-distributed-ledger-technology.pdf
https://www.ecb.europa.eu/pub/annual/special-features/2016/html/index.en.html
https://www.ecb.europa.eu/pub/annual/special-features/2016/html/index.en.html


“You (a ‘node’) have a file of transactions on your computer (a ‘ledger’). Two government 

accountants (let’s call them ‘miners’) have the same file on theirs (so it’s ‘distributed’). As you 

make a transaction, your computer sends an e-mail to each accountant to inform them. Each 

accountant rushes to be the first to check whether you can afford it (and be paid their salary 

‘Bitcoins’). The first to check and validate hits ‘reply all’, attaching their logic or verifying the 

transaction (‘proof of work’). If the other accountant agrees, everyone updates their file…”23 

 While this paper does not intend to discuss or explore the Blockchain terminology such as node and 

miners, the descriptions above do highlight how blockchain operates.   

 

 
Fig 2. Aaron Walker, ‘Blockchain security: trends, predictions and the future’ (2018) https://learn.g2.com/trends/blockchain-security 

[Accessed 27 January 2021].  

   

Essentially, blockchain technology is a type of DLT but has some distinctive features such as chains 

connecting the blocks and cryptography24 that underpins the technology, commonly used by cryptocurrencies 

such as Bitcoin. It is envisaged that central banks may look to implement their respective CBDC using certain 

                                                      
23 Meg Alderman, ‘Blockchain explained… in under 100 words’ https://www2.deloitte.com/ch/en/pages/strategy-

operations/articles/blockchain-explained.html [Accessed 3 February 2021].  
24 Cryptography is a security mechanism to protect data. 

https://learn.g2.com/trends/blockchain-security
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features of DLT.25 Although, and as indicated above, this will be tailored to allow for greater control of the issuing 

central bank. 

 In summary, a CBDC is an exciting prospect for the future of money and payment services. It has been 

gaining traction in recent years and while the recent increased engagement by central banks and countries may be 

perceived as development and adaption to the digital world, there is more to the exploration of a new form of fiat 

currency which entices further thought, after all the digital era began in the 1980s with the internet and has 

expanded to include social networking and media channels, smartphones, cloud computing, digital only banks 

and more. So, the question really is, why are CBDCs being explored forty years later?26 Keeping in mind the 

above, this question will now be considered.     

Why is a CBDC being explored now? 

 
Since 2017 central banks have been increasing their interest in the creation of a CBDC.27 Corroborating the above, 

central banks are considering retail, wholesale or both.28 Many central banks are in the experiment and proof of 

concept phase with some central banks in the development and pilot stages; indicating that it may not be too long 

before a mainstream CBDC is officially launched. Additionally, the launch of the Bahama’s CBDC29 supports 

this further. Also, the European Central Bank has said that they are considering a CBDC stating, “Not because we 

want to keep up with fashionable trends, but because we have to be ready. Ready to embrace financial 

technological innovation which has the potential to transform payments and money faster, and in more disruptive 

ways, than ever before.”30  

There are several reasons why central banks are exploring the viability of a CBDC. This can be linked 

to making payments more secure and faster, adapting to the digital world and improving cross-border payments.31 

There is evidence to imply that financial inclusion and enhancing payments are two principal reasons for issuing 

retail CBDCs, which is more prominent for emerging and developing countries compared to developed 

                                                      
25 Bank of England, ‘Central bank digital currency: Opportunities, challenges and design’ (2020) https://www.bankofengland.co.uk/-
/media/boe/files/paper/2020/central-bank-digital-currency-opportunities-challenges-and-

design.pdf?la=en&hash=A71920A2FFB6511E43F787019C549262049CC7A8#page=42 [Accessed 8 January 2021] page 42. 
26 Granted, developments are made over time and it is not feasible or valid to state that central banks should have explored this option right 
at the beginning of the digital era. However, it is arguable that it could have been explored much earlier. Note the Avant smart card. 
27 Codruta Boar and Andreas Wehrli (n5, page 6). 
28 Ibid. 
29 Although, the world’s first CBDC is said to have been created by the Bank of Finland. See Aleksi Grym, ‘Lessons learned from the 

world’s first CBDC’ (2020) https://helda.helsinki.fi/bof/bitstream/handle/123456789/17590/BoFER_8_2020.pdf [Accessed 28 January 

2021]. Additionally, this is not a mainstream currency nor a leading economy respectfully.  
30 European Central Bank, ‘An ECB digital currency – a flight of fancy? (2020) 

https://www.ecb.europa.eu/press/key/date/2020/html/ecb.sp200511~01209cb324.en.html [Accessed 28 January 2021]. 
31 Due to the coronavirus pandemic, there have been other suggestions for the creation of a digital currency, such as to reduce the 
transmission of disease, Central Banks being able to introduce money into the system quicker - ‘helicopter money’, and to reduce the 

amount of persons hoarding cash which would allow more money to be kept in the financial system. See Phoebus L. Athanassiou, ‘The 

coronavirus outbreak and the case for centrally- issued digital cash’ (2020) J.I.B.F.L. 35(5), 322. 

https://www.bankofengland.co.uk/-/media/boe/files/paper/2020/central-bank-digital-currency-opportunities-challenges-and-design.pdf?la=en&hash=A71920A2FFB6511E43F787019C549262049CC7A8#page=42
https://www.bankofengland.co.uk/-/media/boe/files/paper/2020/central-bank-digital-currency-opportunities-challenges-and-design.pdf?la=en&hash=A71920A2FFB6511E43F787019C549262049CC7A8#page=42
https://www.bankofengland.co.uk/-/media/boe/files/paper/2020/central-bank-digital-currency-opportunities-challenges-and-design.pdf?la=en&hash=A71920A2FFB6511E43F787019C549262049CC7A8#page=42
https://helda.helsinki.fi/bof/bitstream/handle/123456789/17590/BoFER_8_2020.pdf
https://www.ecb.europa.eu/press/key/date/2020/html/ecb.sp200511~01209cb324.en.html


economies, whereas enhancing payments are similar for both.32 In regard to the wholesale market, data suggests 

that generally it is of less concern.33 What this represents, is that the likelihood of a CBDC will be in the form of 

a retail variant rather than wholesale. This demonstrates the popularity that cryptocurrency has gained over recent 

years with retail users becoming more interested, involved and invested in this form of currency. 

While these reasons are valid and plausible, they do not appear without scepticism. There are many 

reports34 stipulating that the motivation behind such exploration is for some of the reasons listed above, among 

others,35 but for the author the reason is one of self-preservation. This can be taken further to that of control, in 

this case loss of control.36  

The question here is ‘Why is a CBDC being explored now?’. One form of analysis would be to consider 

the advantages of a digital currency as the answer, but this paper is not going to take this approach. Here, it is put 

forward that the real reason for the creation of a CBDC is that of control which stems from fear. Taking a step 

back to illuminate this point, a digital currency or the DLT in which the likes of Bitcoin operate on, lives in a 

decentralised system. The more traction that Bitcoin and others37 gain, point to a future where fiat currencies 

become less used, or in an extreme world obsolete. As McWhinney explains, “Governments control fiat 

currencies. They use central banks to issue or destroy money…using monetary policy to exert economic influence. 

They also dictate how fiat currencies can be transferred, enabling them to track currency movement, dictate profits 

from that movement, collect taxes on it, and trace criminal activity. All of this is lost when non-government bodies 

create their own currencies.”38 With digital currencies becoming more popular, the problem for central banks is 

becoming more noticeable. The loss of control is, no doubt, pushing central banks to create their own digital 

currency in order to compete and survive, rather than to develop and adapt to the digital world as it has been 

suggested. 

                                                      
32 Codruta Boar and Andreas Wehrli (n5, page 7-8). 
33 Ibid page 8. 
34 See, for example, Bank of England, ‘Central banks and BIS publish first central bank digital currency (CBDC) report laying out key 
requirements’  (2020) https://www.bankofengland.co.uk/news/2020/october/central-banks-and-bis-publish-first-cbdc-report-laying-out-key-

requirements  or Frances Coppola, ‘Central banks are considering their own digital currencies for global payments’ 

https://www.americanexpress.com/us/foreign-exchange/articles/digital-currencies-by-central-banks-for-global-payments/ [Accessed 22 
January 2021]. 
35 Financial stability, monetary policy implementation and financial inclusion.  
36 See, for example, Francesco Canepa and Tom Wilson, ‘Central banks eye digital cash to fend off crypto threat’ (2020) 
https://www.reuters.com/article/cenbank-currency-digital-facts-explainer-idUSKBN26U0L0 [Accessed 22 January 2021] or Mary Ann 

Callahan, ‘Why do banks fear cryptocurrencies?’ (2020) https://www.tradersmagazine.com/am/why-do-banks-fear-cryptocurrencies/ 

[Accessed 28 January 2021]. 
37 Ether (Ethereum) and Litecoin for example.  
38 James McWhinney, ‘Why governments are afraid of Bitcoin’ (2019) https://www.investopedia.com/articles/forex/042015/why-

governments-are-afraid-bitcoin.asp [Accessed 22 January 2021].  

https://www.bankofengland.co.uk/news/2020/october/central-banks-and-bis-publish-first-cbdc-report-laying-out-key-requirements
https://www.bankofengland.co.uk/news/2020/october/central-banks-and-bis-publish-first-cbdc-report-laying-out-key-requirements
https://www.americanexpress.com/us/foreign-exchange/articles/digital-currencies-by-central-banks-for-global-payments/
https://www.reuters.com/article/cenbank-currency-digital-facts-explainer-idUSKBN26U0L0
https://www.tradersmagazine.com/am/why-do-banks-fear-cryptocurrencies/
https://www.investopedia.com/articles/forex/042015/why-governments-are-afraid-bitcoin.asp
https://www.investopedia.com/articles/forex/042015/why-governments-are-afraid-bitcoin.asp


 The first central banks can be traced to the late seventeenth century with Sveriges Riksbank 1668 and 

the Bank of England 1694. The list of central banks and monetary authorities now exceed one hundred.39 The 

scale and control of these entities are far and wide, controlling economies around the world for hundreds of years. 

The impact of a digital currency threatens the position that central banks and monetary authorities have occupied 

since the seventeenth century and this has created a poignant response from central banks. The main fear is loss 

of control, control from being the dominant power to manipulate the economy, but also losing control of payment 

systems.40 With groups and partnerships being formed to combat the rise of cryptocurrency, it is apparent that 

central banks and governments are now scurrying to create their own digital currency to fight the rise and aura 

that has accompanied Bitcoin, in recent times Ether (Ethereum) and other digital currencies. Taking these top two 

currencies as an example, 1 Bitcoin equated to £22,403.48 on 21 January 2021 compared to £90.51 on 1 October 

2013, and 1 Ether equated to £817.99 on 21 January 2021 compared to £0.665 on 9 August 2015.41 Both have 

seen significant rise since 2020 indicating increasing popularity albeit with volatility. The figures represent the 

increasing interest in cryptocurrency, interest from investors seeking to make money, interest from people who 

believe that cryptocurrency is the future, and interest from those seeking to hold different forms of digital currency 

in the mindset that this will be the new way to pay for items.42 If cryptocurrency is the future, where does that 

leave central banks and fiat currency, one might question. This last point is further heightened by those seeking 

to use money in a decentralised system. 

 The argument put forward by the author is that central banks fear losing control over money and payment 

services. What this equates to is the centralised v decentralised debate.43 Ultimately, if popularity and demand 

continue to rise and digital currencies in the form of Bitcoin and Ether remain, then central banks may have 

already lost to societies demand for change. A change where a decentralised system which promotes and allows 

for many advantages such as faster payment processes, freedom, minimal regulation, reduced transaction fees and 

transparency. If this is the case, then it may be too late for central banks and the landscape has already changed. 

Christine Lagarde in her speech at the Singapore Fintech Festival raised an interesting point, “…the fintech 

revolution questions two forms of money…coins and commercial bank deposits. And it questions the role of the 

                                                      
39 Bank for International Settlements, ‘Central bank and monetary authority websites’ https://www.bis.org/cbanks.htm [Accessed 22 January 
2021]. 
40 Francesco Canepa and Tom Wilson (n36). 
41 Coindesk https://www.coindesk.com/price/bitcoin Bitcoin and https://www.coindesk.com/price/ethereum Ether [Accessed 22 January 
2021]. 
42 This is already taking place. In late 2020, PayPal began to allow Bitcoin and other digital currencies to buy and sell on their platform. See 

BBC, ‘PayPal allows Bitcoin and crypto spending’ (2020) https://www.bbc.co.uk/news/technology-54630283 [Accessed 28 January 2021].  
43 For further discussion on regulating digital currency, specifically cryptocurrency, in the space of the centralised and decentralised debate, 

see Hossein Nabilou, ‘How to regulate bitcoin? Decentralized regulation for a decentralized cryptocurrency’ (2019) Int J Law Info Tech 

27(3), 266. 

https://www.bis.org/cbanks.htm
https://www.coindesk.com/price/bitcoin
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state in providing money.”44 The latter remark is much at the heart of this paper, the role of the state, and how 

central banks fear losing control. One of the ways in which this will occur is by questioning the role of the state 

in providing money. 

The future of money and payment services 

 
The development of cryptocurrency has sparked great interest, from retail to wholesale users. Over the course of 

the last decade central banks have been paying close attention to the rise and fall of cryptocurrencies, most notably 

Bitcoin which is regularly cycling in this manner. Notwithstanding this volatility, interest in Bitcoin has not waned 

and central banks have been forced to explore digital currencies due to the potential repercussions i.e., loss of 

control, which stems from the positive attributes of Bitcoin and other cryptocurrencies such as reduced fees, faster 

transactions, investment growth and word wide access.45 Central banks have increased their research since 2017 

but were considering CBDCs before this time, circa 2013.46 With many central banks researching this area, 

whether solely or in groups, this has confirmed that the future of money and payment services is in a state of 

transition. 

 Cryptocurrencies, DLT and forms of DLT such as Blockchain, are complex and changing all the time. 

As such, the infrastructure and governance of money and payment services will require improvement. It is said 

that, “Organisations will potentially need new policies and procedures to govern how they will interact with and 

manage digital assets. Distributed ledger technology protocols may have different governance, organisational, or 

technological approaches, which may necessitate a redesign of traditional control frameworks.”47 Adding to the 

notion that improvements will be required not just now but over time. 

 There are certain aspects that need to be resolved before money and payment services are enhanced.48 

Firstly, legal considerations in the context that central banks will need authority to issue a CBDC and establish 

that a CBDC is legal tender. Secondly, more robust measures will need to be implemented in relation to anti-

money laundering and counter terrorism financing. At present this is of concern as the current technology for 

cryptocurrencies allows for anonymity which raises issues in respect of criminal activities, for example. Thirdly, 

cyber security, which has become a difficult area to manage in general and more so in respect of a CBDC when 
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it becomes mainstream. Issues such as cyber-attacks, fraud and transferring money electronically have become 

problematic for a number of years and this will be an important area to enhance. Finally, the technology in place 

that is required to bring money and payment services into the future is in need of development as the infrastructure 

is old and needs to be brought in line with the digital era. While DLT and the positive aspects of DLT enable 

digital currencies to operate, there is a lot of testing ahead in the formal sphere of central banks. The research and 

testing phase is still in its infancy. 

 The future of money and payment services is on a trajectory of change. In respect of a CBDC, while it 

seems that central banks are scrambling to ascertain and even implement their own CBDC, a lot of work still 

needs to take place. Interestingly, Boar and Wehrli note, “When it comes to cryptocurrencies, central banks 

continue to see these as niche products with no widespread use as a means of payment.”49 However, that does not 

mean that central banks are not worried about their position, and evidence would suggest that mainstream CBDCs 

are close to fruition which would contradict this viewpoint. 

 Money and payment services are going through a state of transition, and even if cryptocurrencies remain 

as they are i.e., volatile, used by investors, not integrated into mainstream money and payment services or 

recognised by central banks and governments globally, it has instigated central banks to investigate and research 

into how they can make money and payment services better by bringing them into the twenty first century.  

Conclusion  

 
The future of money and payment services is changing. In order for central banks to remain in control there are 

three points to overcome. One, the acceptance that cryptocurrency is likely to stay due to the rising and continued 

interest and popularity that comes from a decentralised system, as well as the increasing acceptance of retailers 

and online payment system providers such as PayPal.50 Two, that regulatory issues are overcome. Some of these 

issues have been noted above, for example monetary control and establishing CBDC as legal tender, other issues 

include macroeconomic instability and systemic risk.51 Thirdly, the infrastructure in place requires investment 

and improvement to make the system function in line with the new technologies in place.  

 It has been said that, “Private currencies have little or no prospect of establishing themselves as viable 

alternatives to centrally-issued legal tender. Only an independent central bank can give money the institutional 

backing needed to make it reliable and able to win public trust.”52 However, in the last decade this has shown not 
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to be the case as popularity has increased with the main driver being Bitcoin. It is a sign that retail (general public) 

users are seeking change. Additionally, Bitcoin also evidences that currencies can be invented and prosper. 

 Central banks can either compete with the likes of Bitcoin and other cryptocurrencies or regulate the area 

and stifle the existence of cryptocurrencies. The latter may lead to an uprising in consumer demand, and or lead 

to cryptocurrencies going underground. Grym stated that, “History tends to repeat itself. The discussion on the 

topic of central bank digital currency under way among central banks and academic researchers looks remarkably 

similar to the discussion about electronic money that took place a quarter of a century earlier.”53 Unlike the system 

in place with the Avant smart card, which was aimed toward low value payments and had the aim of replacing 

coins and low value banknotes as well as reducing the need for cash, the current developments appear to be going 

even further and transforming the money and payment services sector entirely. In the end, would it be so bad if 

cryptocurrencies supersede central banks and what we know as money and payment services? The author will 

leave that for you, the reader, to decide.     
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