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? Money

A commodity or asset, such as gold, an 
officially issued currency, coin or paper note, 
that can be legally exchanged for something 
equivalent, such as goods or services. 

Money Store Value, 
Medium of Exchange, 
Unit of Account.

? Money 2

• As defined by common law: 

a medium of exchange that is authorized 
or adopted by a domestic or foreign 
government and includes a monetary unit 
account established by an 
intergovernmental organization or by 
agreement between two or more nations. 
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? Money 3

• European Union: 

Article 128 of the Treaty on the Functioning of the 
European Union: The European Central Bank shall 
have the exclusive right to authorize the issue of 
banknotes within the Union. The ECB and the 
national central banks may issue such notes. The 
banknotes issued by the ECB and national central 
banks shall be the only such notes to have the 
status of legal tender within the Union.
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? Virtual world and issues

• A 3D computer environment in which users are 
represented on screen as themselves or as 
made-up characters (through avatars) and 
interact in real time with other users and create 
objects.

• Persistent- the world must continue to exist even 
after a user exits the world, and user-made 
changes to the world should be preserved. 

? Virtual world and issues 2
• Legal system has not determined whether virtual 

property should be treated as if it were physical 
property. Implications for tax laws, criminal 
proceedings on theft and transfer of ownership, 
inheritance planning and more….

[Note: January 31, 2012: Supreme Court of the Netherlands found that items 
in the online game RuneScape had been stolen from a player, subject to 
criminal law.  Note too: China and South Korean courts displayed a trend to 
grant more rights to players than stated in their contract and to see digital 
objects as being akin to physical property in certain important respects.] 
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? Virtual world and issues  3
• Intellectual Property—Protect virtual world items and currency 

from unauthorized copying and marketplaces. Avoid liability by 
developing and implementing a sound DMCA policy. 

• Terms of Service Agreements—Customize to take into 
account your specific business model and features. 

• Tax—Gains from virtual worlds currency and sale of virtual 
goods raise tax concerns. Several countries have already taken 
steps to track and tax such gains.

• Data Privacy and the Children’s Online Privacy Protection 
Act (COPPA)—Due to the significant use of virtual worlds by 
children, and unique privacy issues associated with the 
collection of data from children, understanding and abiding by 
COPPA are critical.
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? Virtual currency schemes and 
e-communities

• A virtual currency can be defined as a digital 
representation of value, not issued by a central 
bank, credit or e-money institution, which to 
greater or lesser extent can be used as an 
alternative to other currencies as 1) a medium of 
exchange; 2) a unit of account; and/or 3) a store 
of value. 

• The virtual currency schemes are still new and 
there is still vague understanding of their nature, 
thus lets compare them to:  

so called “electronic money” 
“

? Virtual currency schemes and 
e-communities           2

As is stated in the Electronic Money Directive 
(2009/110/EC), “electronic money” is monetary 
value as represented by a
• claim on the issuer which is: 
stored electronically; issued on receipt of funds of 
an amount not less in value than the monetary 
value issued; and accepted as a means of 
payment by undertakings other than the issuer.
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? Virtual currency schemes and 
e-communities          3

In electronic money schemes the link between the 
electronic money and the traditional money format 
is preserved and has a legal foundation, as
• the stored funds are expressed in the same unit 

of account (e.g. US dollars, euro, etc.).
• In virtual currency schemes the unit of account is 

changed into a virtual one.

? Virtual currency schemes and 
e-communities          4

• Electronic money schemes are regulated and 
EMI that issue means of payment in the form of 
electronic money are subject to prudential
supervision. 

This is not the case for virtual currency schemes.
• Electronic money is primarily subject to the 

operational risk associated with potential 
disruptions to the system on which the electronic 
money is stored. 
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? Virtual currency schemes and 
e-communities          5

• Virtual currencies are not only affected by credit, 
liquidity and operational risk without any kind of 
underlying legal framework, 

• These schemes are also subject to legal 
uncertainty and fraud risk, as a result of their 
lack of regulation and public oversight.

? Virtual currency schemes and 
e-communities          6
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? Bitcoin as a virtual currency 
scheme                    1

• Bitcoin is decentralized virtual currency, which is 
traded on line and is exchanged into US dollars 
or other currencies. 

• Bitcoin doesn’t have a centralized data base or 
authority, but consists of a peer to peer network.

• Bitcoin allows users to mine, buy, sell or accept 
bitcoins from anywhere in the world. 
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Bitcoin basics

• Bitcoin is the first decentralized virtual currency. It is 
designed to:

o Be autonomous and politically independent;

o Function as a worldwide, open source system without 

banks or supervisors;

o Protect its users’ privacy;

o Enable fast and cheap international peer-to-peer 

transactions

What can you do with bitcoin?

• Buy goods and services

• Legal
• Illegal
• Online
• ‘in real life’
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• Buy goods and services
– Legal
– Illegal
– Online
– ‘in real life’

• Transfer “money” worldwide, quick
and cheap

• Speculate

What can you do with bitcoin?
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Bitcoin: what is it?
• Network/protocol en currency: 

Bitcoin en bitcoin (BTC)

• Transactions  irreversible and pseudonymous

• The blockchain
o Public ledger in which all transactions are visible

• Mining:

o Creating the blockchain: verify, validate & publish transactions;

o “mine” new bitcoins

Wallets
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How does a bitcoin transaction work?

Gebaseerd op : http://www.divergingmarkets.com/2013/03/27/charts-of-the-day-the-bitcoin-argentina-connection/

? Bitcoin as a virtual currency 
scheme               2

• So: bitcoins are a peer-to-peer internet-driven 
cryptocurrency.

• A community currency which requires 
self-policing.

• Can be used to purchase REAL world goods 
and services among willing merchants. 
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? Bitcoin as a virtual currency 
scheme               3

?
• Advantages: Degree of anonymity provided; no 

central monetary authority; peer to peer and low 
transaction fees.

• Disadvantages: Security; credibility; price 
volatility; decentralization, pseudonimity. 

? Bitcoin as a virtual currency 
scheme                  4

Bitcoin is a reaction to 
3 separate developments 

1. Centralised monetary authority
2. Diminishing financial privacy
3. Dominant legacy infrastructure



16

Outline
• ? Money

• ? Virtual world and issues

• ? Virtual currency schemes and e-communities

• ? Bitcoin as a virtual currency scheme

• ? Bitcoin Merchant Benefits

• ? Future of virtual money

? Bitcoin Merchant Benefits

• Extend acceptance to countries not reached 
by Visa, MasterCard, and PayPal (60+) 

• Provide payment method for the unbanked 

• No disallowed merchant categories codes 
(MCCs) 

• Not subject to payments embargo 
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? Bitcoin Merchant Benefits 2

• Eliminate chargeback and fraud risk 

• Processing fees approaching zero (but are 
likely to rise in the near future)

• Quick settlement (10-60 minutes)

• Flexible wallet solutions
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?Future of virtual money 

Virtual currencies and e-commerce platforms have 
risen and fallen faster than consumers have had 
time to adopt them
• “… we have a zillion different ways of doing 

financial transactions. There's cash, checks, 
credit cards, debit cards, wiring money, 
traveler's checks ... each of these has a 
particular point. We're going to see that much 
diversity in digital money." (Microsoft’s former CTO Nathan 
Myhrvold, 1994 Wired) 

?Future of virtual money 2

• Each type of virtual currency affords unique 
advantages and disadvantages for specific 
situations. 

• It is a future not of digital money, but of digital 
monies. 

• To shape it, we need to better understand where 
our money system has been, where it is now, 
and where we would like it to go next…..
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Thank you


