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LEGAL VIEW OF WAYS TO USE CRYPTOCURRENCIES THROUGH
THE PRISM OF MONETARY THEORY

The purpose of the article is to analyze the ways of using cryptocurrencies and their legal support.
Methods. The methodological basis of the study consists of the comparative law, which includes the study
of the most effective foreign approaches in the field of legal regulation of cryptocurrency. In addition, in
the course of the study historical and legal, system-structural, structural-functional methods, the method of
ascending from abstract to specific were applied.

The results of the scientific development of the topic selected allows us to state that cryptocurrencies do
not perform all the functions of money in Ukraine. At the level of administrative and legal regulation of
cryptocurrencies, state measures in the field of cryptocurrencies are not defined systematically, there is no
clear list of them and administrative cooperation of cryptocurrency entities is not regulated properly. The
multifaceted uncertainty of the possibilities of cryptocurrencies, as well as their legal definition, leads to
the existence of significant risks when used in daily money circulation. Regulation of the legal status of
cryptocurrencies should become one of the directions of the economic policy of the state at the present stage.
The conclusions of the study of the topic selected allow to point out that the current legal bases of implementation
of state policy in adoption of the Draft Law of Ukraine “On virtual assets” Ne 3637 will be a successful step, as it
will consolidate the legal status of cryptocurrencies as objects of law, and the state will receive additional proceeds
firom such transactions from cryptocurrencies. However; it needs to be refined in the following areas: define the
concept of cryptocurrency at the legislative level, taking into account the economic essence of this phenomenon;
and establishing clear conditions and requirements for the transparency of cryptocurrency issuance.
Cryptocurrencies are currently not a reliable store of value and a measure of value due to the high volatility
of the main cryptocurrencies.
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by various goods: fur, salt, etc., in the post-industrial period — there
are cash (paper) forms, later non-cash forms using plastic cards and
smartphones. Today, in the age of digital economy, the functions of
money remain the same as before, but the requirements for them
have increased significantly. The modern user needs to be able to
make payments independently, regardless of the time and location
of the sender; make payments quickly, conveniently and with a high
degree of reliability of payments; spend minimal commissions for
settlements (CryptoCompare, 2015).

The use of cryptocurrencies requires a minimum of certain
technical skills, so their users are not just developers and miners.
Gradually, cryptocurrencies are used by other entities. For a state
in which the process of investing in cryptocurrencies is particularly
active, the creation of legal conditions for the circulation of
cryptocurrencies is very important, because any asset requires its
legal security.
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The purpose of the article is to analyze the ways of using cryptocurrencies and their legal support.

2. Research methodology

The methodological basis of the development was the dialectical approach, which involves consideration
of the prerequisites for the formation of state regulation of ensuring cryptocurrencies as an objective
reality, which is constantly evolving affected by technical, political, legal, security and other factors.
In addition, in the course of the study historical and legal, system-structural, structural-functional methods,
the method of ascending from abstract to specific were applied.

3. Presenting the main material

Under conditions of economic uncertainty, money ceases to perform its functions effectively: it is
unable to maintain value (for example, Zimbabwe) or the upper threshold of money supply ceases to be
limited (for example, the United States). In this situation, the main economic actors are actively looking for
new ways to preserve and transfer value. The use of cryptocurrencies in monetary relations can increase
the security and control over the issuance of private money.

Cryptocurrency in the vast majority of cases is not secured by any goods and is not guaranteed by the
state. Thus, its value is determined both on the basis of individual perception and how it is assessed by
other members of society, i. e. the level of trust in it. Existing only in the form of software code and having
limited opportunities for direct exchange for goods (a function of a means of payment), cryptocurrency is
used as money. Its uniqueness in relation to fiat money also lies in the fact that its limited turnover and the
possibility of regulation is actually provided without the participation of the state. A computer program
with a mathematical algorithm basically allows you to organize a self-regulating monetary system.
The National Bank of Ukraine clarified the legality of using “virtual currency/cryptocurrency” bitcoin
in Ukraine, emphasizing that according to the law only payment systems or payment system operators
registered by the National Bank are allowed (National Bank of Ukraine, 2014).

It is worth considering how to use cryptocurrencies as a means of payment, a measure of value, a
means of exchange, accumulation. Each function specifies specific operations and transactions backed by
money. For example, a measure of value allows you to compare and compare the prices of different goods.
As a medium of exchange, money makes it possible to exchange one commodity for another.

As a means of payment — to pay for services, etc. As a means of accumulation — to create stocks, acting
in the form of effective demand and purchasing power deferred for the future.

The analysis results show that cryptocurrency performs the function of a means of payment due to such
its properties:

— the ability to use it when making transactions by an unlimited number of subjects;

— the ability to transfer and create a register of information blocks using advanced technologies;

—  high liquidity, allowing the use of cryptocurrency as a means of accumulation, circulation and as
a means of payment (Ministry of Finance of the Republic of India, 2019).

Cryptocurrency can be one of the most promising means of payment. The purpose of creating a
cryptocurrency was to develop a decentralized payment system that would be based not on trust in financial
institutions, but on cryptography that can overcome the problem of double the cost, which leads to multiple
use of the same tools. The disadvantage of existing payment systems, where financial institutions act as a
trusted intermediary, is the high cost of transactions, necessary to prevent fraud. Cryptocurrencies based on
blockchain technology, in turn, allow you to make payments without the involvement of intermediaries,
which significantly reduces costs. Transactions with cryptocurrency are carried out in the shortest possible
time, it is easy to exchange for any other currency, and storage can be done using a flash drive or on a cloud
server. In Europe, large online stores accept it as a method of payment, for example, in Switzerland you
can pay for tuition at some universities, in the US you can buy his car (Tesla), in France the government
recently recognized bitcoin as an alternative payment in banks. For example, the MasterCard payment
system received a patent for the technology of accelerating transactions using cryptocurrencies. The Privat24
service balances bitcoins, providing their equivalent in hryvnia. The rate of sale and purchase of bitcoin is
always available and constantly updated, and with the help of an online calculator you can always calculate
the current amount and its equivalent in bitcoin or hryvnia, depending on the direction of exchange. Many
large companies and online stores, such as Amazon, Microsoft, KFC Canada, Subway and many others,
accept cryptocurrencies for payment along with other generally accepted means of payment (Chohan, 2018).

It should be noted that the legislation of Ukraine does not clearly define the concept of “means of
payment”, despite the fact that it is used in art. 35 of the Law of Ukraine “On the National Bank of
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Ukraine” and art. 3 of the Law of Ukraine “On Payment Systems and Funds Transfer in Ukraine” and is
related to the definition of the hryvnia — the currency of Ukraine as the only legal tender. In accordance
with part 1 of art. 99 of the Constitution of Ukraine, the currency of Ukraine is the hryvnia. According to
item 3.3 of art. 3 of the Law of Ukraine “On payment systems and funds transfer in Ukraine” dated April
5,2001 Ne 2346-I11, part 1 of art. 3 of the Decree of the Cabinet of Ministers of Ukraine “On the system of
currency regulation and currency control” dated February 19, 1993, the hryvnia as the currency of Ukraine
(national currency) — is the only legal tender in Ukraine, accepted by all individuals and legal entities
without any restrictions on the entire territory of Ukraine for transfers. Therefore, it is impossible to use
cryptocurrency as a means of payment under Ukrainian law. If the national currency is a mandatory means
of payment, the cryptocurrency is used in circulation between certain participants in the relationship, who
voluntarily agree to it. The use of cryptocurrency as a means of payment can take place without the use of
banking channels, which does not allow the monetary authorities to fully control cash flows in the country.

Consider whether cryptocurrency can be used as a medium of exchange. Users accumulate them in
order to exchange for other goods in the future. Paper money, at one time, came to replace barter, as it
proved to be a more effective means of exchange, in addition, solved the problem of trust between the
parties in the agreements. If cryptocurrencies, in turn, are going to replace paper money, they will have
to become an even more efficient means of exchange while still effectively addressing the issue of trust
between the parties. On April 26, 2018, the European Parliament approved the AMLS Directive. This
legal document establishes for the first time a legally binding definition of cryptocurrencies in the EU.
Virtual currency means a digital representation of value that can be transmitted, stored or sold digitally
and functions as a medium of exchange (European Parliament and Council of the European Union, 2018).

As a technology, a cryptocurrency that is no different in its purpose from other forms of money or payment
systems, because it also provides commodity exchange transactions. Lubomyr Shavalyuk in his work believes
that by accepting cryptocurrency as payment for goods, the store assumes currency risk due to the instability of
the cryptocurrency rate. This is a disadvantage of using cryptocurrency as a medium of exchange.

On September 9, 2019, the German parliament responded to a request from the parliamentary faction
of the Free Democratic Party that cryptocurrencies do not perform the basic functions of money: they can
not serve as a means of exchange and payment, accumulation of value and be a unit of account. compared
to transactions in fiat currencies. Also, due to high volatility, cryptocurrencies cannot be a means of
accumulation (German Bundestag, 2019).

Thus, cryptocurrency serves as a medium of exchange, but this may carry certain risks and requires a
thorough assessment of the country’s economic potential before cryptocurrency can be used.

It is worth considering whether you can use cryptocurrency as a means of accumulation. From the earliest
days of cryptocurrencies, their proponents argued that cryptocurrency was more like “digital gold” than just
digital currency. However, cryptocurrency is characterized by significant volatility. To date, it is not noted
that a large percentage of users use cryptocurrency for accumulation, because an asset that can lose 20% of
its value per day carries great financial risks. But even with the numerous falls and changes in the exchange
rate, cryptocurrency remains an investment-attractive asset. Users buy cryptocurrency on fiat funds and
keep it until the appropriate time of sale at a higher rate. You can get income that is either retained or used
as an investment in the real sector of the economy. These two trends — to savings and to use — were typical
for 2017-2018. Cryptocurrency performs the function of accumulation best. Fixed value can be a positive
moment, turning a cryptocurrency into an investment-attractive asset that is similar to stocks.

Can a cryptocurrency be a measure of value. A measure of value occurs when different kinds of goods
are equated and exchanged with each other on the basis of price, i. e. the coefficient of exchange, the
value of these goods is expressed in the amount of money. Due to the high volatility of cryptocurrencies,
it is difficult to say whether they can be used as a measure of value. Cryptocurrencies currently cannot
set prices for goods and services directly. In other words, cryptocurrencies may be accepted for certain
transactions, but they are not directly related to the pricing of goods or services in the economy. In addition
to stablecoins — which are the digital equivalent of the national currency of a country. For example, Tether
(USDT) is the equivalent of the US dollar 1 to 1. That is, when a certain cryptocurrency has a more
stable exchange rate, their measure of value will have a positive effect, and then there will be financial
players who are interested in additional income. But it can also have another effect: if powerful financial
institutions are interested in investing in cryptocurrency, it can raise their price, which cannot always be
interpreted as a positive factor (Likhuta et al., 2017).
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On June 11, 2020, the Verkhovna Rada of Ukraine registered the Draft Law on Virtual Assets
Ne 3637, the bill proposes to define the concept of “virtual asset” as a special type of property that is a
value in digital form. It is proposed to establish a scope, noting that virtual assets “can be transferred and
exchanged and used for payment or investment purposes” (Verkhovna Rada of Ukraine, 2020).

Examining the functioning of cryptocurrencies, we can conclude that cryptocurrencies can not be a means
of payment, but can serve as a means of exchange and accumulation. Cryptocurrencies are technologically
different: first, they are decentralized (there is no central issuer); secondly, they are not tied to specific
subjects — registrars. It complicates cryptocurrency regulation and appropriate control. The foregoing allows
us to draw certain conclusions regarding cryptocurrencies as a potential element of currency values.

Thus, the criterion of value alternative means of payment, despite high volatility, to a greater or lesser
extent (depending on the species) the degrees are quite consistent.

4. Conclusions

1. Cryptocurrency does not perform all the functions of money. The multifaceted uncertainty of the
possibilities of cryptocurrencies, as well as their legal definition, leads to the existence of significant risks
when used in daily money circulation.

2. Cryptocurrencies are currently not a reliable store of value and a measure of value due to the high
volatility of the main cryptocurrencies.

3. Regulation of the legal status of cryptocurrencies should become one of the directions of the
economic policy of the state at the present stage.

4. Adoption of the Draft Law on Virtual Assets Ne 3637 will be a successful step, as it will consolidate
the legal status of cryptocurrencies as objects of law, and the state will receive additional proceeds from
such transactions from cryptocurrencies. However, it needs to be refined in the following areas:

a) define the concept of cryptocurrency at the legislative level, taking into account the economic
essence of this phenomenon;

b) establishing clear conditions and requirements for the transparency of cryptocurrency issuance.
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Mema cmammi — npoauanizysamu cnocoou GUKOPUCMAHHA KPUNMOBAIIOM M X 10puduuHe 3a0e3neyeHHs.
Y emammi euszHaueno, uu modcyms Kpunmosauomu UKOHy8amu (yHKyii epouietl, a came 6UKOPUCHIOBYBANMUC K
naamigcHull 3acio, mipa eapmocmi, 3aci6 0OMIHY, 34Ci0 HAKONUYEHHS.

Memoou. Memodonoziuny ocHogy 00CiONHCeHHS CHAHOBUNb NOPIGHANLHULL MEMO0, KU 0AE 3MO2Y PO3NAHYMU
HAUOLILW eheKMueHi MidNCHAPOOHT NIOX00U 6 2any3i NPABOBO2O Pe2YTI0BAHHS Kpunmosaniom. ¥ x00i 00ciodicenHs
MAKOJIC 3ACMOCOBYBATUCS ICMOPUKO-NPABOBULL, CUCTIEMHO-CIPYKIMYPHULL, CIPYKIYPHO-(OYHKYIOHATbHUL MemoOu,
Memoo cX00dicenHs 8I0 ADCMPAKMHO20 00 KOHKPEMHO20.

Pesynomamu naykos020 po3pobients 00paHoi memu Oamb 3M02y CHBEPONCYBAMU, WO 6 CYUACHOMY CGimi
PO36UMOK THHOPMAYITIHUX MEXHON02Il NPUCKOPIOEMbCS, A 3AKOHOOABCIBO He 3dBHCOU BCHULAE 3A PO3GUMKOM
mexuonoeiu. Hosimui pinancosi mexuonozii maiomy c6oi nepesaeii, 00HAK 3a GiOCYMHOCMI NPABOBOLO PEAHCUMY
8OHU hopmytomsb neeni pusuxu. Kpunmoganomu —ye aiomepHamuea CyuacHuUM 2poumam, 60HU MOXCYMb gidiepamu
BAACIUBY POTL Y MAUOYMHLOMY PO3GUMKY eKOHOMIKU 0ePAHCABU, OOHAK O Yb020 HEOOXIOHO BCIAHOBUMU NPABOGe
DecyI0BanHsA Kpunmosaniom. J[ns 6nposaoddicents npasosoco pelcumy KpUnmosaitom BalCIUGUL aHani3 iXHIiX
@yuxyitl. 11i0 uac po3pobnenns HOpM, Wo CMOCYIOMbCS NPABOBO2O PE2YIIOBAHHSL KPUNIMOBANIOM, GIMUUSHAHOMY
3AKOHOOABYI0 8APMO 8PAXOBYBAMU 3APYOINCHULL 00CEI0, MOMY y cmammi 3poOieH0 02150 BUKOPUCHIAHHS
KPUnmMogaom 6 OKpemMux Kpainax.

Bucnosxu. 3pooneno ucnogox npo sasxciugicmo nputinsmms npoekmy 3axony Yxpainu «Ilpo sipmyanshi axmuguy
Ne 3637, 3anpononosarno po3enanymu pekoMeHoayii Wooo 6HeceHHs 00 Hb020 3MIH ma ymouHeHs. Busnaueno ocnoei
MOMeHmMuU, SKI Maiomy Oymu 000npaybOBaHi nio 4ac 3ameepoNCceHts Yb020 3aKOHONPOEKMY, AKUM 6CIAHOBTIOEMbCA
npase pe2ynsants Kpunmosauom ¢ Yxpaini. Ha cb0200Hi Kpunmosamomu He 6UKOHYIOMb 8 YKpaini NOBHOYIHHO
Qyuryiio epouiell, npome MaiOMs NEPCIEKMUBYU 6 YboMy Hanpami. Kpunmosaniomu ne Moxcymo Oymu nAamisicHuM
3ac0b0M, addice He BUNYCKAIOMbCS MA He NIOMPUMYIOMbCsL 0epacasoro. OOHAK KpUNMOoBamomu Yacmrko80 6UKOHYIONY
Qyuryito 3acoby niamesxcy, OCKiIbKU NeGHi epynu cyd '€kmie 20Cno0apiosants 20mogi npuimamu ix sk oniamy
moeapie i nociye. Kpunmosaniomu 4acmxogo ukonyioms (ynkyiio 3acooy oominy. Taxkooc 3podneno UcHo8oK,
WO KpUNMOBATIOMU MOJICYMb MAMU iCIMOMHI NEPCIEeKMUBU PO3GUMKY O NPOGEOeHHs NIAMECi8, 30epieans i
nepedaui iHghopmayii Hacamneped 3a805KU IHHOBAYIUHIN MEXHONO0RIL, HA AKIU IPYHMYEMbCA IX (QYHKYIOHYBAHHSL.
3asnaueno, wo pe2yniosants npasosoeo CMamycy KpUnmosamom Mac cmamiu OOHUM i3 HANPAMIG eKOHOMIUHOY
NONIMUKYU 0EPAHCABU HA CYUACHOMY emani.

Ku1rouoBi ci10Ba: HallioHaIbHA BaJIIOTa, KPUIITOBAIIOTA, (DYHKLT, HEHTPAJILHUI OaHK, IPAaBOBE PETyIIIOBAHHSI.
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