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Abstract. Today, everything in the world is changing rapidly; businesses
that ten years ago may not have existed at all now exist and bring with
them a significant income. Change in almost every field has one key
feature: it is digitalisation. There are innovations in payment methods as
well; the most high-profile issue in recent years in this regard is the
emergence of cryptocurrencies. Within a few years of its appearance, it has
become popular not even locally but worldwide. The method of data
processing and analysis, quantitative and qualitative research methods,
statistical-economic analysis methods are mainly used when working on
the paper. The research aims to identify the main directions of
cryptocurrency development in globalisation threats and challenges. Most
cryptocurrencies are built on blockchain technology. The technology of the
future is designed to securely store information, expedite transactions,
reduce international transaction costs, replace cb-money with e-money and
eliminate intermediary circles. Keywords: Money, Digital Currency,
Cryptocurrency Market, Energy Deficit.

1 Introduction

What is cryptocurrency? - Nowadays, many people are looking for the answer to this
question. However, before answering this, let us ask a more straightforward question: What
is money? If you convince those around you, money can become anything, an object, or
even an idea without a physical body. Money can be anything that can perform the function
of money.

As a unit of trade and exchange, money has existed since ancient times, but many things
have changed since the development of the economic process and the emergence of new
ways of communication. The last point of these changes was the emergence of
cryptocurrency, which, among other things, we must "blame" for technological progress.

The idea of creating e-money appeared years ago, but the first successful embodiment
of this idea was Bitcoin. For many, this industry is associated with financial speculation,
while others see the future of economic and financial relationships only in the digital world.

However, what is cryptocurrency? It is a digital currency that uses any transaction to
record and store in a decentralised system known as a blockchain. Any information
executed in a cryptocurrency in a blockchain is constantly updated, and it becomes
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impossible to falsify it. In order for the transaction to get into the blockchain, miners are
needed.

The working principle of the miners is simple: they load new information into the block,
and in return generate cryptocurrency, which can be considered as a reward for the work
done. However, no matter how we delve into the details, the major revolutionary step in
shaping the crypto world is integrating this level of money into the digital world, thus
creating a whole new, decentralised financial reality that has yet to unleash its full potential
[1].

A clear example of the new financial reality is the financial exchanges where
cryptocurrency trading takes place daily. While there are still no outlines of how this area
can be regulated at the legislative level, the fact is that the number of people expressing a
desire to buy and trade cryptocurrency is growing daily.

Technological progress dramatically simplifies this process, which is why we have to
put up with the reality we have encountered so quickly. It is impossible to ignore this
reality, and we must find ways to adapt because when it all comes to the surface and
touches every detail of our daily lives, then it may be too late. Therefore, we must keep
pace with technological progress and use it to our advantage - to create a new, future reality

[2].

2 Literature Review

The paper is based on the theory of analysis and synthesis of concrete examples of
international and Georgian experiences. Key issues are resolved on the basis of control and
functioning relationships.

We can mainly highlight the works of the following authors: A. Bailey (2019), E. Bouri,
S.J.H. Shahzad and D. Roubaud (2019), C. Brenig and G. Miiller (2015), D. L. K. Chuen,
L. Guo and Y. Wang (2017), A. E. Bahrawy, L. Alessandretti, A. Kandler, R. Pastor-
Satorras and A. Baronchelli (2017), G. Hileman and M. Rauchs (2017), M. Iwamura, Y.
Kitamura, T. Matsumoto and K. Saito (2019), Y. Liu and A. Tsyvinski (2021), U. A. K.
Rogoff (2021), E. Tukhiashvili (2021), et al. [2-13]. However, despite the multifaceted
discussion of the problem of cryptocurrency management (especially in conditions of
uncertainty), it has been improperly studied and researched in the international literature
and scientific publications. Bailey's paper analyses that one of the reasons why Bitcoin is
among the top ten cryptocurrencies is that it is the oldest it has the largest community of
developers and investors, which contributes to its further growth [2]. Authors showed that
Most of the restricted prove on the exponential cost spikes (i.e. cost explosivity) within the
cryptocurrency showcase considers the case of Bitcoin, even though other cryptocurrencies
have slowly dissolved Bitcoin's dominance [3]. Against the background of global
processes, authors determine the mechanism of functioning of the international currency
market in the wake of its historical development [6, 14-17]. The authors discuss the essence
and features of cryptocurrency, modern types of electronic money and blockchain
technology, central bank regulation mechanisms, and the e-wallet and its characteristics,
dynamics of cryptocurrency types (especially bitcoin regulation) and cryptocurrencies [8,
18].

According to the Authors, If not for the e-currency market, which would link economic
entities in Georgia with foreign markets, entities in Georgia would have little chance of
engaging in international currency trading. Through the electronic currency market,
corporations and citizens of Georgia can acquire the necessary knowledge and experience,
to be constantly aware of the current processes in the world currency market. At the end of
the paper, based on the grouping of facts, combining them with common characteristics and
their analysis, the main conclusions and recommendations are presented [19, 20].
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3 Results and Discussion

3.1 Money in the Past, Present and Future

Everything may be utilised as money if people agree and the right purpose is assigned to it.
Money must fulfil multiple requirements: it must be a payment method, a means of
collecting/storing value, a means of accounting, and it must be easy to use.

Money has existed for a long time as the equivalent of universal interchange, and the
notion of economic interactions has led to its progressive evolution. Since the dawn of time,
people have agreed that to carry out the trade process with one another, something
universal, a standard that could be swapped for anything, was required [4].

The global equivalent unit was formed and evolved in this way. With the increasing
degree of growth in society, this unit has been continually modifying at different periods of
human evolution. Wheat, products, gold coins, currencies, and even cryptocurrency were
all used at various eras. Cryptocurrency is the most recent technical advancement in the
field of money.

There are over 5,000 cryptocurrencies in circulation throughout the world. Among
them, Bitcoin ranks first (with a capitalisation of more than § 1 trillion). Also in the top ten
are Cryptocurrencies by Market Capitalisation: Etherium, Binance Coin, Cardano, Tether,
XRP, Solana, Polkadot, USD Coin and Dogecoin (Table 1).

Table 1. Top Cryptocurrencies by Market Capitalisation and Current Price, (29.10.2021)
[21]

Bitcoin 1.15 trillion 60 829.88
Etherium 447.41 billion 3792.73
Binance Coin 78.22 billion 465.19
n Cardano 70.7 billion 2.15

[ 5 | Tether 69.03 billion 0.99993
| 6 | XRP 52.47 billion 1.12
Solana 47.95 billion 159.62
[ 8 | Polkadot 40.92 billion 4143
EN USD Coin 32.75 billion 0.99987
Dogecoin 31.08 billion 0.24

Cryptocurrencies have a long history dating back to the creation of Bitcoin in 2008.
Many attempts to establish worldwide electronic money existed before Bitcoin, but none
were successful. Cryptocurrency appears to be conveyed by a mere arrangement of
numbers and has no materiality. However, the situation is not so straightforward. Behind
these transactions, in the case of Bitcoin, is a database - blockchain.

A blockchain may be compared to a decentralised database in which information is kept
on several computers rather than a single control centre. Instead of a single control centre,
data is disseminated among a number of computers that act as nodes. The copies on all of
these computers (nodes) are identical. The nodes work precisely as the Bitcoin algorithm
specifies. Trying to fabricate information here is impossible and meaningless since, despite
the theoretical possibility of fabricating information on one node, information on other
nodes throughout the network remains intact [6].

So the nodes are continually broadcasting to one other, communicating to each other,
spreading information, and warning each other of changes in the blockchain. This data is
synced between them regularly.

Let us take a look at what a blockchain. Each new block is appended to the preceding
block using cryptographic procedures, making it impossible to modify the information
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stored in the prior block. This is how a lengthy chain of linked blocks is created, which is
why this database is known as a blockchain. Miners, who are in charge of the system's
functioning, records information or store it in transaction blocks.

The job of miners in the Bitcoin network is to validate all transactions. They get
compensated in the form of newly minted bitcoins from the system in exchange for their
efforts.

The whole bitcoin design is based on an incentive structure that encourages all players
to be honest, rather than rewarding players (system participants) for dishonest behaviour,
for which they would be condemned and held responsible.

Cryptocurrencies' whole design is built on the most challenging encryption and higher
mathematics, with game theory utilised to develop successful consensus models.
Throughout the bitcoin system, the structure is impartial and balanced, the game's rules are
known to everyone and defined in the protocol from the start, nobody really trusts anyone
at all, and good conduct is valued while negative behaviour is condemned.

Bitcoin is a game-changing invention, a technology that radically transforms the way
people think about money. In our opinion, Satoshi Nakamoto (creator of Bitcoin) is a
modern Prometheus who set fire to humans in his time. Satoshi lay the groundwork for a
new era of decentralisation by demonstrating the paradigm of unregulated currency.

Organisations, enterprises, and people can no longer ignore the need for digital attitudes
and technology transformation. Businesses all across the globe are preparing their existing
processes, competencies, models, and transactions for digital transformation. This
transformation has resulted in the digitisation of financial institutions and operations.
Bitcoin, likewise, is a product of this technological advancement.

The public's interest in the perceived worth of this cryptocurrency has surged as a result
of its rapid rise in value. As a result, many speculators and gamblers have hurried to invest
in this currency in the hopes of achieving enormous future profits. This has not only acted
as a key spur for the currency's perceived worth to grow, but it has also made the currency
exceedingly unpredictable. Some traders consider bitcoins to be an appealing investment
instrument because of the unique attributes of keeping the digital trace of individuals who
deal in bitcoin anonymous and that it is not controlled by any governing body or firm.

On January 1, 2016, the sustainable growth of Bitcoin began. It started 2016 with $ 433
and ended with $§ 959 - a 121% increase in value in 12 months. From January to December
2017, extra attention, the introduction of new cryptocurrencies, and media coverage
increased the value of the cryptocurrency from January ($ 921) to December ($ 13,062).
This record margin was ultimately unstable, and Bitcoin fell victim to its routine variability,
which steadily eroded its previous gains. However, this only lasted until 2020. When
economic activity slowed due to global isolation during the initial outbreak of the
pandemic, the price of Bitcoin began to rise again (Figure 1).

Cryptocurrency started 2020 with $ 7,200. The pandemic and the policies pursued by
the governments of various states have sparked investor fears about the global economy and
accelerated the rise in the price of Bitcoin. At the end of November, Bitcoin was trading for
$ 18,115. In December 2020, the price of Bitcoin reached $ 29,000, which means that from
the beginning of 2020 to the end of the year, its price increased by 302%.

Bitcoin (BTC) in 2021 (from January to October 2021) has already grown by 100%. As
early as February 21, 2021, Bitcoin (BTC) reached its highest point - $ 58,332. All this
means that the most expensive e-money has grown by 100% in just two months since the
beginning of 2021. At the beginning of January, the price of one Bitcoin (BTC) was $
33,063, and as of October 2021, the price of one Bitcoin (BTC) is already $ 59,056 [22].
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Fig. 1. Bitcoin Price Index in Dynamics, 2013-2021%*
Source: Compiled by the authors based on data from [22]

At the same time, Elon Musk's company "Tesla" had a significant impact on the price of
Bitcoin, after, on February 8, they invested a large part of the company's budget - $ 1.5
billion, in Bitcoin (BTC). It was announced that it would be possible to buy Tesla cars in
cryptocurrency.

In this way, Tesla diversified its surplus assets in order to maximise profits. A few days
before the information was released, Musk even posted #Bitcoin in his Twitter account
description, indicating that he took cryptocurrency seriously. Analysts say Tesla's move
will bring significant changes and shifts to the crypto world. At this point, the price of the
cryptocurrency has risen dramatically.

It is also noteworthy that such a move from a company with so much influence was a bit
unexpected, and it might give us a chain reaction. According to many experts, such a record
rise in the price of Bitcoin (BTC) is due to the support for Bitcoin by the big companies that
cryptocurrency has been receiving lately.

To buy Bitcoin, we first need to download the appropriate application (free of charge)
and create a user that will allow you to get your account number. We must never forget the
account number to complete the transaction, as our personal wallet is created with the
account number. Also, bitcoin can be mined even if we do not complete any transactions -
we just help to create blockchains and get cryptocurrency in it.

Nowadays, in many countries, it is possible to exchange the received bitcoins into the
currency of your choice through both banks and ATMs. It is also possible to use it as a
medium of exchange without exchanging for other currencies, as all of these
cryptocurrencies currently have exchange rates.

3.2 The Main Challenges of Cryptocurrency Development in Georgia

Georgia, a country in Eastern Europe, is known in the crypto-society for two reasons:

- The first is cryptocurrency mining (due to its relatively low electricity costs, as well
as its favourable tax environment and solid technical scene, which provide significant
incentives for miners).

- The second is the fact that the National Agency of Public Registry has been recording
land ownership information on the Bitcoin blockchain since 2015, which is a significant
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tangible innovation in the public sector worldwide. This has been said and written about
many times in the international press, which is good in itself and helps to position Georgia
in a positive context.

In September 2018, the first international mining summit was held in the capital of
Georgia - Thbilisi, where up to 1000 participants from different countries of the world
gathered. Tbilisi has once again become the focus of the global crypto community.

Now mining is no longer so relevant because millions of people worldwide have
decided to get rich in this simple way, buy a device and secure their network connection.
Consequently, the production of cryptocurrencies has dropped significantly, and this
activity has become less attractive. As for maintaining the image of innovation in the
country, the initiatives of the Government of Georgia in connection with the 3rd generation
blockchain - Cardano, are important in this direction. They announced cooperation with the
Ministry of Education and Science of Georgia [11].

In another direction, the situation in Georgia is not so favourable. We do not have
relevant regulations that will regulate the field. Georgia does not yet have the legislative
clarity necessary for attracting foreign investors and developing the field. It is important to
introduce appropriate regulatory norms in a timely manner. Estonia, for example, has
managed to attract several billion in foreign investment simply because it has offered an
appropriate friendly legal environment to investors (Estonia has so far issued up to 1,200
licenses for crypto e-wallets and trading platforms).

Most recently, an order of the Minister of Finance was issued in Georgia, which defines
the issue of taxation of mining. However, there is still much to be clarified by the
legislation. Unfortunately, an essential problem in Georgia is that Georgian banks do not
show mercy to crypto companies; they do not serve them. Without banks, it is still
impossible to produce full-fledged business processes and develop business [23].

The global pandemic has changed the structure of the economy. Consumer prices are
rising catastrophically, the devaluation of the national currency continues, the countries are
heavily dependent on imports, and there is no fundamental economic basis to stop these
processes [24-27]. Over the last 2-3 years, the National Banks of many countries and
international banks have been actively working on digital currency issues: conducting
surveys, testing technical capabilities, and issuing digital currencies. One of the motivations
for the release of digital currency is that if it is released properly, it will bring price stability
to many sectors of the economy. Therefore, a stable digital currency for Georgia may be the
most effective way out of this difficult situation.

It is the last year that cryptocurrency has decentralised financial resources concentrated

in the hands of states. For example, if today the state's financial power is concentrated in its
National Bank and it sets the rules of the game, the rapid development of cryptocurrency
has brought about the fact that the state is losing influence in this area.
Consequently, in order to somehow stop this process and regain the reins of financial
management, the central banks of many countries began to issue digital currency. By the
way, small countries started it even earlier, five or six years ago, because they saw great
investment potential in national cryptocurrencies [1].

Countries that did not have competitive advantages and additional economic strength,
creating their own digital currency added investment attractiveness. An example of this is
Malta, which has received more than $ 2 billion in foreign direct investment in the six
months since the national digital currency legislation adoption.

Therefore, if we look at the current processes in the world, the entire global tax system
is moving to cryptocurrencies. Georgia cannot be an exception.
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3.3 SWOT-Analysis of the Cryptocurrency Market: A Theoretical Review

To recognise cryptocurrency as a means of payment worldwide, it is necessary to regulate
its extraction, revenue and circulation processes, both in individual countries and around
the world. At present, there is no common law in the world regarding the processes related
to the regulation of cryptocurrency.

Proponents of digital currencies like to talk about the interest in virtual money of
celebrities, sports and show business representatives; however, they stubbornly do not
notice how much cryptocurrency has made life easier for hackers and extortionists. At the
same time, anonymous cryptocurrencies have become an ideal tool for paying taxes, money
laundering, organising terrorist attacks and other dangerous crimes.

The idea that cryptocurrency is a harmless way to accumulate is incredibly mimetic.
Retailers typically make almost no use of virtual money due to its high transaction costs,
but for anyone looking to avoid money laundering, money laundering, evading international
sanctions, or committing many other crimes, they cannot find a better ally than
cryptocurrency.

In order to better present the prospects and threats of cryptocurrency, we will try to
present a SWOT analysis of the cryptocurrency market (Figure 2).

Sooner or later, governments will have to tighten their control over virtual money.
Today, this process has begun, and as a rule, this should reduce the demand for
cryptocurrency, but it still does not happen. So why is cryptocurrency expensive? The
answer is given in part by economic theory, according to which giant soap bubbles appear
on the market under conditions of zero interest rates. It is an asset that has virtually no
value; however, so many large institutional investors have entered this market that
politicians will find it very difficult to regulate cryptocurrencies [10].

In our opinion, the longer taking control of digital money takes time, the more difficult
it will be to regulate cryptocurrency in the future. The fact is that much more international
coordination is needed to control cryptocurrencies, at least in developed countries.

Bitcoin has become the driving force of the illegal global economy, and it will take
decades for even the strongest and wealthiest countries to control it. The main and almost
the only apparent advantage of virtual money is anonymity and uncontrollability. As soon
as it falls within the framework of official regulation, the demand for it will decrease
dramatically.

In addition, the development of the crypto industry requires huge amounts of electricity,
which in all probability may lead to disruptions in the energy supply. It is a well-known fact
that large cryptocurrency "farms" consume as much electricity as some cities. As a result,
factories may slowly shut down, people may become unemployed, budgets may not be met,
and costs may increase. Mass bankruptcy will be a matter of time.

In the event of the development of this scenario, humanity will have to deal with an
invisible and, at the same time, a big problem - energy shortage. As a result, the entire
burden of rising energy prices on the international market will affect the economy.
Factories will stop, costs for farmers will increase, and almost all goods that require energy
production will become significantly more expensive.

However, the crypto industry is also making progress in energy - making virtual money
requires so much electricity that it will be possible to introduce new technologies in
alternative energy in the world.
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Fig. 2. SWOT Analysis of Cryptocurrency
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4 Conclusion

In recent years, the facts of hacking trading platforms show that consumers should keep
their cryptocurrencies not on trading exchanges but in a special crypto-wallet, the private
key of which they will control themselves.

However, Bitcoin can be useful for many people. We can use it in any country, as it is
an international currency. Blockchain is secure, and it allows us to make sure our money is
moving/coming from the right person. Bitcoin recipients will not have to pay for
transactions; Bitcoin has excellent support.

Sure, it has some downsides, but some of them happen because Bitcoin is a new,
innovative product with high risks. However, as time goes on, the more the risks of
uncertainty decrease and the less they pose a problem. All this will help Bitcoin gain more
users, and if everyone uses Bitcoin, it can change the official currencies.

Given all the above, it should be emphasised that no one opposes blockchain
technology, which is the basis of cryptocurrencies, and it has a huge potential for improving
people's lives.
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