International Journal of Advanced Research in Commerce, Management & Social Science (IJARCMSS)
ISSN :2581-7930, Impact Factor : 6.809, Volume 05, No. 02(1I), April-June, 2022, pp 221-228

STUDY ON THE ADOPTION OF CRYPTOCURRENCY

Mr. Adamya Shukla*
Dr. Meenakshi Sharma™

ABSTRACT

The Banking system plays a significant role in regulating the financial system of every country.
This system works under the control of the central bank. The banking system works on a centralised
network where peers to peers are connected to one system. Blockchain is a new technology based on
decentralised and distributes channels. It is different from the centralised channel; it is based on the
broadcast network as the connectivity of peer to peer is in such a manner that each works
independently. Cryptocurrency is based on blockchain technology. This is created on a broadcast
network approach. The invention of cryptocurrency occurred in 2008 when Satoshi Nakamoto published
a white paper proposing a system for electronic transactions based on a peer-to-peer network. Satoshi
Nakamoto launched the first cryptocurrency, Bitcoin, in 2009. With the expansion of new knowledge and
technologies, the concepts of Cryptocurrency have become relevant in the present economic
environment. However, most countries have no law to regulate crypto-trading, but they have to ensure
that crypto-related activities do not do illegal activities, as they are linked with a high degree of risks,
including greater price instability and the absence of lawful support. The governments of different
countries must enact a comprehensive law at the earliest. The study is an overview of the concept of
Cryptocurrency in a more theoretical and conceptual manner. The present study focuses on the overall
requirement needed to identify the adoption of cryptocurrencies. The evidence available regarding the
constant increase in the volume of Cryptocurrency trade highlights the wider acceptance and growth
every year all over the globe. Globally it has already captured the investor’s confidence in the market and
further put pressure on the governments of different countries to look for an alternative or accept it
legally.
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Introduction

In today’s global environment, we are not stuck to one’s thoughts, technology is moving so fast,
and the same is true for our views. Looking at the immense use of the internet for online transactions,
one can estimate the customer’s / investors’ keenness to adopt blockchain technology in future. Further,
it can be expected, that the process of adopting blockchain technology will benefit the banking industry
and customers with faster, cheaper and more secure transactions.

The world is going ahead with the concept of digital currency. Cryptocurrency is a digital
currency in which transaction records are kept by a decentralised system using cryptography rather than
by a centralised authority. It is a type of currency that only exists in digital or electronic form and can
function independently of a central bank. In the paper, Fang et al. (2022) "provide an in-depth survey of
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146 cryptocurrency trading papers and examine the research distribution that distinguishes the
cryptocurrency trading literature. According to the study's findings, cryptocurrencies have gained wide
market acceptance and rapid development despite their recent inception. Many hedge funds and asset
managers are including cryptocurrencies in their portfolios and trading strategies..".

Journey and Working of Cryptocurrency
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The Soundness of Cryptocurrency in India

The government has now realised that the country lacks a proper framework for directly
legalising cryptocurrencies. These cryptocurrencies are not currencies nor securities issued by a known
party. Recognizing that, imposing a complete ban on crypto-related trade is difficult, the Ministry of
Corporate Affairs made a few amendments to Schedule Ill of the Companies Act, 2013 on March 24,
2021. It has also been realised that a complete ban on cryptocurrencies is neither advisable nor
desirable, as many Indians have been trading in them.

The Government of India has not considered cryptocurrencies as legal tender or coins in the
Budget Speech (2018-19) of the Finance Minister of India. "...the Reserve Bank of India (RBI) issued
circulars to all banking and financial companies in 2018, but this circular of the RBI banning the trade in
cryptocurrencies was lifted by the Supreme Court of India in the March 2020 judgement." This judgement
has temporarily relieved the parties, i.e., those trading in cryptocurrencies.

Countries vary in their Viewpoint on Cryptocurrencies

Countries such as Germany, Hong Kong, Malaysia, Singapore, and Switzerland have taken a
more liberal stance. However, profits from active crypto trading are taxable in some countries. Countries
such as Bolivia, China, Egypt, Indonesia, and Turkey, on the other hand, have imposed restrictions on
crypto-related transactions.
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Literature Review

Cryptocurrency, its regulation, awareness, and trust have been widely covered in academic
research. These studies were conducted in different settings using various research designs, applying
various models and statistical techniques. As per the viewpoint, DeVries (2016) concluded with a mixed
view regarding cryptocurrency as compared to traditional fiat currency. Further, it suggested looking over
the overall economic impact of the same, after its execution by the particular countries. Some of the
countries have already moved in the direction of blockchain technology and can be a base for further
study and its impact on future adoption. For instance, Blesson James & Manjari Parashar (2018)
examined the behaviour of investors in India. According to the researcher, Crypto-currency has become
a global phenomenon. Following a report, it was found that the Central Bank of India had previously
warned Indians from using cryptocurrency because it can be used for money laundering and terrorist
financing. However, it suggested that cryptocurrency is modern technology and a tool that should be
used in the future. Overall, the research found that the Indian government had made no regulatory
response. However, the number of cryptocurrency investors has rapidly increased in recent years. A
subsequent study by Alaeddin and Altounjy (2018) investigates the factors influencing generation Z's
attitude and intention to use cryptocurrency in their financial decisions. The study uses a quantitative
method and a sample of 230 final-year students from Malaysia's University Kuala Lumpur Business
School. There was a significant impact on the awareness and trust of the investors' attitudes related to
Cryptocurrency and an intention to use Cryptocurrency. On the other side, Anil Kumar (2019) explored
the effect of Cryptocurrency on the e-Business and e-Payment sector. According to the researcher,
Cryptocurrency does not get that much trust and concern. Various challenges and issues exist in many
cryptocurrency platforms. Accordingly, “...the lack of legislation is the main concern in cryptocurrency
systems”. As per the current scenario, India's industry has grown around Bitcoins. It has already gained
wide acceptance worldwide- hence banning them would not be an option in India. Bondarenko et al.
(2019) conduct research on the Ukrainian economy. The researcher compares various countries'
international experiences with crypto usage and legal status. According to the study's findings,
cryptocurrency's position in the world is ambiguous. Many large countries still accept it as electronic
money, if not as a payment method. At the same time, many countries are wary of jumping to
conclusions and prefer to learn more about the cryptocurrency market and its regulatory potential.
Ukraine only lacks the regulatory framework required to effectively implement cryptocurrency. Market
forces should determine the fate of cryptocurrency and blockchain technology. Experts believe that
establishing a regulatory framework in this area will help to stabilise cryptocurrency markets. Bala (2022)
has focused on the popularity of crypto coins and emphasised their legal framework. According to the
researcher, the most popular crypto coins like Bitcoin, Ethereum, and Dogecoin are public, and their
transactions are completely transparent. The acceptance of cryptocurrencies seems to be allowed by
Govt. of India. No legislation covers Cryptocurrency in India, but that does not mean it is illegal. Central
bank digital currency (CBDC) has received a proposal from RBI for an amendment in the RBI-1934 act to
enhance the scope of the definition of banknote in digital form. The central bank said that CBDC has the
potential to provide significant benefits like reduced settlement risks, reduced dependence on cash, and
lower transaction costs. The Cryptocurrency and Regulation of the Official Digital Currency Bill 2021 is
expected to prohibit all private cryptocurrencies while introducing its own digital currency. In an article
from RBI Cryptocurrencies-An Assessment 1 (2021), "When using paper money in a transaction, the
receiver must make certain that the money is not counterfeit. As a result, the payment instrument is
authenticated by the receiver. Except in rare cases where the receiver fails to detect counterfeit currency,
this arrangement works in most cases." After reviewing the article further, it can be analysed that in the
transactions through E-banking, the bank verifies the digital transactions at the time. This procedure also
works on the ground of banks' policies. Customers may believe that the fees charged by banks are
excessive, or that their transactions are being tracked. Further, in the same article, the basic problem
they had to overcome was the 'double spending problem'." ...... Satoshi Nakamoto accomplished this by
inventing the blockchain. When a transaction occurs on a blockchain, it is broadcast to the network. A
block, which is a collection of new transactions, is authenticated and then added to the previous chain of
blocks. Then each block is linked to the one before it. All of this makes double-spending difficult." All of
this resulted in the creation of Bitcoin, which was followed by many others, including ether, dogecoin,
tether, stellar, and other cryptocurrencies.

The present study has explored various factors affecting the use of Cryptocurrency and
understands its legal status and usage worldwide. The study is a conceptual in nature about
Cryptocurrency.
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Issues Related to Cryptocurrency

The above figure includes the factors explored after reviewing various research papers.
Buying and Selling Process

Crypto wallets are where Cryptocurrencies are stored. Furthermore, one can buy safely using
three simple steps, i.e. Select Platform- fund the account -place an order.

Process
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In the table below, there are a few highlights of some
feature as a glimpse for understanding.

225

of the popular cryptocurrencies and their

The native currency of
the Ripple network is
XRP

Recognized as Ripple
protocol or Ripple
transaction protocol
(RTXP)

BITCOIN . Invented by Satoshi . Open-source Most Popular, Bitcoin is created as an
(BTC) Nakamoto in 2009 software also known as alternative to the fiat
(First Cryptocurrency) . Peer to Peer Digital Digital Gold currency
Cash
ETHER . Proposed by Vitalik . Work with Second most Ether is a platform for
(ETH) Buterin in 2013 and intelligent contracts popular digital creating programmatic
live in 2015 . A user does not token contracts
control them. Second-largest itis a decentralised
Instead, they are cryptocurrency application with its
arranged to the after BITCOIN as currency
network and run a per market
programme capitalisation
Ripple . First implemented in . real-time gross Ripple is a blockchain
2004 by Ryan Fugger settlements technology company
. Launched in 2012 system. providing efficient

solutions to send money
across the globe.
Ripple-net is one of the
global payment
networks used by many
financial institutions.
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Tether . A stable coin equal . Stablecoins are
to the US dollar. cryptocurrencies whose
price and value are
attached to fiat money
or exchange-traded
commodities like the US
dollar or gold.
Litecoin . Invented by Charlie . It is a decentralised . It is a peer-to-peer
(LTCort) Lee in October 2011 global currency cryptocurrency released
based on under the MIT/X11
blockchain license.
technology
. It is an open-
source software
project.
BAT . BAT is an . Brave browser is
(Basic Ethereum-based designed for ad tracking
Attention token for the brave blockers and users’
Token) browser, an open- private data safety.
source, privacy-
centred, and
decentralised ad
exchange
platform.

Source: https://zebpay.com/in/buy-cryptos/

Like a stock market, cryptocurrency has emerged as a big market, and many popular slags and
phrases have become a part of its trading. The table below gives an overview of a few of them. Crypto
slags and phases

Altcoins e Alternative to BITCOINS all cryptocurrencies other than Bitcoin.

ATH e All-Time High the highest price attained by a
cryptocurrency after it has been listed
on exchanges.

FUD e  Fear, Uncertainty, and doubt particularly volatile coin fluctuates up
and down.

HODL e | Am Holding HODL, which stands for "Hold on for
dear life," refers to buy-and-hold
strategies.

ICO e Initial Coin Offering « The first time an organisation offers
digital tokens available to the public in
order to raise funds.

Lambo e  Short form of Lamborghini, and It refers to the point at which your

in crypto culture, it symbolises cryptocurrency investment is valuable
SUCCEeSS. enough to purchase a Lamborghini.
Mining e Solve complicated Involves competing with miners
mathematical problems
. Proof-of-Work

Satoshi e The bitcoin cryptocurrency's Named after Satoshi Nakamoto

smallest unit

Shilling e Is creating hype and buzz Shills are people who promote

around a coin in order to products for personal gain.
promote and raise its price

Whale e Individuals or businesses Are Price makers

e Who has a large number of
bitcoins?
Yield Farming | ¢ Is a method of generating Using a smart contract instead of a

passive income with
cryptocurrency by lending your
funds to others

bank as a fixed deposit in
cryptocurrency

Sources: https://zebpay.com/in/learn/glossary/
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The figure below shows the pricing of cryptocurrency for a particular day.

#a  Mame Price 2an % EES Market Cap waluma{zah] Cireulating Supply

wi 133 6 " P
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114,256 ENE

Sources: https://coinmarketcap.com/
The figure above highlights the pricing of cryptocurrency for a particular date.

o Market capitalization = current price x available supply (total value of the cryptocurrency at the
reporting day's market price)

. Volume = the total volume of cryptocurrency transactions in the previous 24 hours.

. Circulating Supply = the amount of cryptocurrency in circulation.

Challenges Ahead 2022

The cryptocurrency market has become an attractive investment pattern for youngsters
worldwide. Indians are not far behind and are one of the leading investors. Considering this factor, the
Government cannot ignore the market boom and the increasing number of investors. However, the future
of Cryptocurrency is uncertain in India; until then, the Government will develop a legal regulation for the
same.

Future of Cryptocurrency

It is too late to see that Cryptocurrency is the future of financial systems worldwide. Competition
for the same will be much more as even the banking sector will not keep silent and introduce their
Cryptocurrency. The involvement of Fintech companies with Indian crypto start-ups is another issue to be
considered.

Criticism

. Lack of regulatory legislation regulation cryptocurrency.
. Lack of Users and protection to customers against fraud.
. Several countries have warned against their use.

. Lack of central control

o May hamper the financial security of the country.

. Costly due to advanced technology.

o It required specialised hardware and software.
Conclusion

According to Fang et al. (2022), the number of financial institutions including crypto-currencies
in their portfolios has increased in recent years. The researcher determined from other works of literature
that cryptocurrency has some similarities with more traditional assets but has its own distinct nature and
behaviour as an asset. The process of the same is still to be understood. Giudici et al. (2020) have
explained through the study that regulators around the world are becoming more stringent. Some
exchanges strive to communicate with regulators while remaining fully compliant. Others would prefer to
operate outside the rules. A straightforward argument is that investors and users must be safeguarded
against financial and technological risks. However, the research in this paper has shown that
cryptocurrencies differ from traditional assets, raising concerns about factors such as systemic stability,
consumer protection, and competition promotion, which are not yet clear. The future of the same has
already taken a step forward. Banks in the United States are developing chain-based systems, including



228 International Journal of Advanced Research in Commerce, Management & Social Science (IJARCMSS) -April-June, 2022

digital currencies, to enable customer-to-customer cryptocurrency payments. Customers can sell and
hold Bitcoin and cryptocurrencies using a PayPal Account, according to an initiative by one of the online
payment systems. Customers can also buy items from the 26 million sellers who accept PayPal. The
growth of cryptocurrency in the global market can be justified by various factors like an increase in its
demand in various countries, growing market capital, its operational efficiency, its transparency related to
payment and many more. Further, factors which cannot be ignored such as high implementation costs
and lack of awareness among the investors/customers in different nations, as the same may hamper the
cryptocurrency market growth. Overall it is the initial phase of the adoption of cryptocurrency. And further,
its impact needs to be clear about its influence on the economic and financial systems of the adopting
countries. Also, keep in mind its legal status and the interest of the people.
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