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FIAT MONEY AND CRYPTOCURRENCIES: ON SOME 


their  potential  comparability  and  commensurability  with  existing  public  (fiat, 
 fiduciary) money. 


The creation and widespread dissemination of the myth of cryptocurrencies as new 
 money, the investment attractiveness of which is based on their anonymity and absolute 
 decentralization, contains in itself a high antisocial potential. Some authors see in such 
 activities  both  elements  of  global  financial  fraud  and  the  real  legal  and  material 
 irresponsibility of the persons who organized this global project. In a number of cases, 
 it is indicated that the majority of the population, as a total private investor, has a weak 
 understanding  of  the  organizational,  technical  and  technological  aspects  of  the 
 production  and  introduction  of  cryptocurrencies  into  circulation,  due  to  the  lack  of 
 appropriate specialized education. What is seen by many as the undoubted advantages 
 of cryptocurrencies, in fact, are their disadvantages. The advantages and disadvantages 
 of cryptocurrencies are directly interrelated, stemming from one another. 


The legal lack of regulation both at the national and international (regional) levels, 
 the issues of the use of most of the currently available cryptocurrencies in economic 
 circulation  is  associated  with  the  presence  of  a  number  of  fundamental  theoretical 
 problems that do not allow us to develop and put into practice an effective model of 
 legal regulation of this kind of so-called virtual assets. First of all, this is directly related 
 to  the  need  to  take  into  account  the  impact  of  new  information  technology  and 
 telecommunications achievements on the organization of monetary circulation and the 
 related sphere of currency transactions, which are based on traditional fiat monetary 
 units. 


The  legal  regulation  of  this  sphere  of  the  economy,  by  definition,  should  be 
 conservative and be a means of preventing various kinds of socio-economic shocks, 
 act  as  a  tool  to  contain  destabilizing  processes  in  the  economy,  be  an  instrument  to 
 protect public interests from any speculative crises. It is not for nothing that in national 
 jurisdictions, the main function of central banks is determined by law to maintain the 
 stability of the official monetary unit, payment and settlement systems. As an example 
 , you can specify art . 99 of the Constitution of Ukraine [1], or § 3 of the First section 
 of the Law on the German Federal Bank [2]. In this regard, the introduction in some 
 countries  of  a  direct  ban  on  transactions  with  new  virtual  financial  means 
 (cryptocurrencies), which have become regarded as an alternative to public (official) 
 money, is quite understandable. 


But, as the practice of recent years shows, the legal regulation of this sphere of the 
 economy in some countries is gradually shifting its vector from a categorical ban on 
 transactions with cryptocurrencies in the direction of creating conditions that stimulate 
 the introduction of such alternative settlement funds into official economic turnover. 


In  this  context,  it  is  important  to  understand  the  characteristic  features  of  monetary 
 circulation, the form of organization of which is the monetary system of the state. In 
 turn, this  actualizes  the  need  to  study  the consequences  of  the  reorganization  of the 
 structure of national (regional) monetary systems, primarily in terms of the forms of 
 money they use. 


Indicative of this, for example, can be the experience of single countries that seek 
to implement pilot projects for the introduction of their own electronic money. Thus, 


the National Bank of Ukraine held a presentation of the e-hryvnia as a digital form of 
 fiat money, which is publicly available, issued by the state and has the status of legal 
 tender.  It  is  proposed  to  consider  such  funds  as  a  new  evolutionary  form  of  money 
 based on distributed ledger technology (DLT). However, the presented draft does not 
 propose  a holistic concept of legal  regulation of  the use of  such  funds, but contains 


"some  general  issues  that  should  be  settled  in  separate  schemes  for  the  use  of  the 
 Central Bank's digital currency" [3]. From the outside, this does not look like a serious 
 attempt to find answers to topical issues of legal regulation of the latest phenomena in 
 the field of monetary circulation, but as some wishes that such problems be resolved 
 by themselves. Which, accordingly, can not be expected in any way. 


Moreover, it looks strange considering the provisions of a number of acts of the 
 legislation of Ukraine, by which the digital (electronic) form of the hryvnia has already 
 been recognized as legal tender. At the same time, it should be pointed out that there is 
 inconsistency in approaches to the "new evolutionary form of money", Part 2 of Article 
 35 of the Law of Ukraine "On the National Bank of Ukraine" dated 05/20/1999 No. 


679-XIV  [4]  and  Article  3  of  the  Law  of  Ukraine  "On  Payment  Services"  dated 
 30.06.2021 No. 1591-IX [5]. In the first case, it is said about the digital money of the 
 National Bank as an electronic form of the monetary unit of Ukraine, and in the second 
 - it is indicated that electronic money and digital money exist only in non-cash form. 


Naturally, the question arises about the relationship between the concepts of "electronic 
 money" and "digital money", which also needs to be solved. 


We must not forget that money circulation is not only the continuous movement of 
 money in its inherent forms, which serves the sale of goods (works, services), as well 
 as  non-commodity  payments  and  settlements.  It  forms  a  special  sphere  of  social 
 reproduction,  within  which  such  circulation  is  organized  and  ensured.  This  
 two-pronged phenomenon has the following features. Firstly, the dynamic characteristic of 
 monetary  circulation  is  that  within  its  limits  the  movement  of  the  corresponding 
 specific values is carried out. Secondly, such values that carry out their movement are 
 money.  This  is  a  material  sign  of  monetary  circulation.  Third,  by  carrying  out  its 
 circulation, money performs the corresponding functions in the economy. Fourth, such 
 a movement provides for the certainty of its implementation, respectively, in space, in 
 the  circle  of  persons  and  in  time.  This  is  its  organizational  feature.  Fifth,  monetary 
 circulation is characterized by the legal regularity and formality of its manifestations, 
 devices, constituent elements, etc. 


Each of these signs of monetary circulation is important for understanding such a 
 phenomenon.  Their  combination  makes  it  possible  to  form  a  systematic  idea  of  its 
 essence, content and form. And, if we consider the use of cryptocurrencies in various 
 transactions from such positions, then we will face the need for a consistent assessment 
 of their applicability and correlation with these signs of monetary circulation. First of 
 all, regarding its material and legal features. 


It should be emphasized that modern money and its circulation are considered a 
product of law, an attribute of state power. The existence of such a legal construction 
as  legal  tender  and  the  mora  creditoris  rule  associated  with  it  in  modern  conditions 


directly  reflect  and  embody  the  term  "money"  in  the  public  consciousness.  This  is 
 clearly seen in the examples of both individual national and supranational legislations. 


The  opposition  in  the  scientific  literature  between  money  (as  what  people  are 
 willing to accept in payment of a proper payment) and legal means of payment (what 
 they are obliged to accept in payment) does not change this state of affairs. In fact, we 
 are talking about the opposition of private money and public money. 


In this context, we draw attention to paragraph 1 of Article 192 of the Civil Code 
 of Ukraine, according to which the legal tender, mandatory for acceptance at face value 
 throughout Ukraine, is the monetary unit of Ukraine – the hryvnia. At the same time, 
 as  constituent  elements  of  the  legal  status  of  the  official  monetary  unit,  the 
 requirements  fixed  in  Articles  524  and  533  of  the  Civil  Code  of  Ukraine  on  the 
 expression and fulfillment of monetary obligations in hryvnia act [6]. 


It  is  impossible  to  circumvent  the  provisions  of  the  legislation  of  the  European 
 Union in  this  matter.  In  accordance with Article 10 of  Council  Regulation  (EC) No 
 974/98 of May 3, 1998 on the introduction of the euro, from January 1, 2002, the ECB 
 and  the  central  banks  of  the  participating  member  States  put  into  circulation  
 euro-denominated  banknotes.  Without  prejudice  to  Article  15,  these  euro-euro-denominated 
 banknotes should be the only banknotes having the status of legal tender in all these 
 Member States [7]. Other examples can be given. 


It is the phenomenon of legal tender, as a legally defined form of modern money, 
 that determines the understanding of the existing monetary systems of both individual 
 states  and  their  associations.  This  circumstance  can  contribute  to  overcoming 
 enthusiasm and romanticism in views on cryptocurrencies, determine the boundaries 
 of permissible transactions with them, as well as indicate their possible role and place 
 in settlement relations. 


If  we  consider  and  compare  modern  fiat  (fiduciary,  official)  money,  as  well  as 
 cryptocurrencies, then the question naturally arises about the objective need for such 
 funds. And, if consumer demand for fiat money of states (their associations) is based 
 on a need predetermined by law, then cryptocurrencies are currently a resource whose 
 need  is  artfully  fueled  by  speculative  expectations  and  the  desire  to  have  some 
 anonymous additional tool for saving savings. Both fiat money and cryptocurrencies 
 are objects whose value is associated with the trust of the population (the community 
 of private investors). 


But, in relation to fiat or fiduciary (from Lat. fiducia - trust) of money such trust is 
 based on the legal dictates of the state, and in relation to cryptocurrencies – such trust 
 is a purely individual matter, based on the risk of individuals, their desire. And, if the 
 dictate  of  the  state  is  ensured  by  the  definition  of  legal  forms  of  money,  the 
 consolidation of the  legal  status of  legal  tender, the  formation and  introduction of  a 
 legal regime for the use of money in domestic and international transactions, then trust 
 in cryptocurrencies is an illusion of their usefulness for a particular person who agrees 
 to accept such funds due to internal conviction. 


Trust in fiat money and cryptocurrencies also needs to be linked to their economic 
usefulness.  Fiat  money,  as  a  legal  tender,  is  associated  with  their  state  acceptance, 
whereas cryptocurrencies can only have the acceptance of a private person, they are 


not mandatory for acceptance in payments and settlements. At its core, the latter are a 
 vivid example of private money. It is not always possible to define them as a monetary 
 surrogate. 


The  legal nature of  fiat  money  is  clearly expressed  through  its  state  acceptance, 
 when  the  state  makes  its  payments  exclusively  in  the  legal  tender,  and  requires 
 obligated  persons,  primarily  taxpayers,  to  make  payments  exclusively  in  the  same 
 form. 
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