
Central Bank Digital Currency

What is it? 
Why should the average person care about it?
What is its significance in regard to sovereign money reform?
Should we at the Alliance support it?



“CBDC is not a well-defined term. It is used to refer to a number of concepts [...]  it is 
easier to define a CBDC by highlighting what it is not: a CBDC is a digital form of 

central bank money that is different from balances in traditional reserve or 
settlement accounts.”

-Bank for International Settlements



What is CBDC? 

● To a great extent, CBDC can be thought of as digital cash. It could 
exist within or without a sovereign money system. Like physical cash, 
CBDCs could be exchanged without the involvement of private banks, 
is (in many cases) a debt-free form of money and is (also, in many 
cases) accessible to regular people. [1] 

● CBDCs could be (but likely will not be) similar to cryptocurrencies, 
using the same distributed ledger or blockchain technology that 
Bitcoin uses; a blockchain “token” would be used to represent a unit 
of a nation’s currency [2]
○ Cryptocurrencies were originally created for the purpose of facilitating anonymous 

financial interactions, that neither governments nor private banks could track. For 
this reason, the first major industry conducting transaction with bitcoins was the 
narcotics industry [3].





Token-Based vs Account-Based CBDC

“The idea that CBDCs will be like $100 bills floating around is a mischaracterisation of 
what CBDC would look like in practice. My own view is that CBDCs without identity 
(purely token-based CBDCs) will not fly. First, they would open up big concerns around 
money laundering, the financing of terrorism and tax evasion. Second, they may 
undermine efforts to enhance financial inclusion, which are based on good identification 
and building up an information trail for access to other financial services. Third, they could 
have destabilising cross-border effects, allowing large and sudden shifts of funds between 
economies. For these reasons, we need some form of identity in digital payments.”

-Agustin Carstens, General Manager, Bank for International Settlements [6]

❖ “I know therefore I own” (token-based) vs “I am therefore I own” (account-based)



General-Purpose vs Wholesale vs Retail CBDC

“A 'retail' CBDC would be used like a digital extension of cash by all people and 
companies, whereas a 'wholesale' CBDC could be used only by permitted 
institutions as a settlement asset in the interbank market.”

-Official Monetary and Financial Institutions Forum (OMFIF) - a Think Tank

https://www.omfif.org/wp-content/uploads/2019/11/Retail-CBDCs-The-next-payme
nts-frontier.pdf 

Retail→ Used by people and private non-bank companies only

Wholesale→ Used by banking institutions only

General-Purpose→ Used by banking institutions, individuals and companies. 



CBDCs vs Cryptocurrency

❖ CBDCs, if created, would be issued and regulated entirely by nations’ 
central banks (hence the name) This contrasts with private 
cryptocurrencies, such as Bitcoin, that are first “issued” by 
cryptocurrency “miners”.

❖ The creator of CBDC in the U.S. would be our own central bank. The 
algorithms they devise and the way they utilize blockchain technology 
will thus be in accordance with our own CB’s interests. This means that 
CBDC will likely not provide the anonymity that other blockchain 
ledger technology affords. Likely, CBDC would allow for more 
surveillance of American citizens’ financial activity.

❖ https://www.youtube.com/watch?v=bBC-nXj3Ng4&t=6s 



Direct vs Indirect CBDC

● Direct/1-tiered→ central bank directly administers

● Indirect/2-tiered→ central bank creates money, private banks act as 
intermediaries/administer



Centralized vs Decentralized CBDC

● Centralized vs Distributed Ledger Technology

● Permissioned vs Permissionless (Public) DLT

https://101blockchains.com/permissioned-vs-permissionless-blockchains/ 





Issues with Use Blockchain Tech for CBDC: Transaction Speed & 
Energy Consumption



Other Significant Features of CBDC

● Obviously, we already have digital currency in the form of our credit 
cards and bank accounts. The differences with CBDC are:
○ (1) The fact that it would be closer to cash than demand deposits as 

a form of money.
○ (2) The potential use of Distributed Ledger Technology (DLT)
○ (3) The potential policy objective of introducing accounts at the 

central bank for individual citizens alongside the introduction of 
CBDC tokens themselves. 

● China Using CBDC to Increase Financial Hegemony:
○ https://www.cnas.org/publications/reports/chinas-digital-currency 



Why should the average person care about CBDC?

★ “Just because you do not take an interest in politics… Doesn’t mean 
politics won’t take an interest in you.” -Pericles, Athenian General 

★ CBDC could change a couple things about one’s day-to-day financial life:
■ Functionally and legally, CBDCs could be treated as physical cash, only in a digital 

form. You could go to your friend’s house and exchange CBDC on your government 
app like you could give your friend a dollar for something. Like a public option for 
PayPal, w/ debt-free $.

★ While day-to-day changes would occur, far more fundamental would be 
different systemic changes that would occur. 

○ Monetary Policy Effectiveness (coupled w/ other legal changes, the central bank could 
act more immediately)

○ Potential Seigniorage
○ Credit Guidance, “People’s QE”
○ Lessened Private Bank Privilege



The Darker Sides of CBDC

➢ How CBDC Could Help Private Banks
○ (worst case imagined scenario) “In a world of purely digital fiat money, 

when a bank is under risk of going under, there is no possibility for 

people to withdraw their money from that bank. When there’s a 

financial crisis, it becomes possible for governments to do “bail-ins” 

where everyone is forced to take a haircut on their deposits in order to 

“save” a financial institution.” [5]

➢ CBDC could be designed in such a way that
○ “All [financial] records would be written to a ledger which is a history 

of all transactions related to your public address on your digital 
wallet.” [4]



Could CBDCs Heighten the Possibility of Bank Runs?

● “In times of crisis, people could move their money from banks to the 
central bank, creating bank runs that would worsen the trouble. Even in 
normal times, if a significant number of bank deposits moved to the 
central bank, banks would lose a cheap source of funding and might 
have trouble providing as much credit as demanded. This situation 
could, in turn, hamper economic growth.”

-Coindesk, 2020



Frank von Laer’s 4 Reasons to Distrust CBDC
https://www.coindesk.com/4-reasons-to-worry-about-cbdcs 

Power

Would it be easier for governments to create a system like that of the Chinese social credit system, if CBDC was 
to exist?

Fiscal Policy

Do CBDCs present an obstacle to monetary authority independence? 

The Poor 

Would CBDCs hasten the abolition of physical cash, and harm people working in the informal economy? 

Privacy

Do CBDCs allow the government to spy on us anymore than they already do? 

Is it possible to build privacy safeguards into a CBDC system?



Privacy and CBDC

★ How Different Design Features of CBDC Correspond to Citizen Privacy:
○ Decentralized, token-based→  would expand privacy
○ Centralized, account-based→ would diminish privacy

★ But How? 
○ No matter how many legal safeguards are put in place, if a central bank is the entity that verifies 

transactions, and if transactions require identity (which they inevitably will), the government will, 
at the end of the day, be closer to securing knowledge your financial transactions

○ China’s Social Credit System & the Use of CBDC
■ https://cointelegraph.com/news/chinese-experts-suggest-using-blockchain-tech-in-social-

credit-system 



Conclusion… How CBDC Relates to Sovereign $ Reform 

➔ Bottom Line: 
◆ By allowing the debt-free money that is cash to take a digital 

form, CBDC could be said to offer a route to advance the ends 
of the Alliance. 

◆ However, as a replacement for cash, CBDC (in the most likely 
form that it will take) has the disadvantage of stripping 
consumers from having an ability to conduct transactions 
anonymously. 

◆ CBDC at the end of the day is another potential tool as money 
is generally a tool. It can be used for good or evil. 



Endnotes:
[1] http://www.paecon.net/PAEReview/issue88/Huber88.pdf   (discusses Sovereign Money’s relationship with CBDC)

[2] https://www.investopedia.com/terms/c/central-bank-digital-currency-cbdc.asp 

[3] https://www.businessinsider.com/bitcoin-history-cryptocurrency-satoshi-nakamoto-2017-12

[4]https://medium.com/datadriveninvestor/two-sides-to-central-bank-digital-currency-cbdc-38035036c013 

[5] https://www.marketwatch.com/story/central-bank-digital-currencies-would-increase-governments-grip-on-money-with-few-benefits-for-the-rest-of-us-2020-06-17 

[6] https://www.bis.org/speeches/sp210127.pdf 

● On how Facebook’s Libra Instigated Pronounced Investigation of CBDCs by Central Banks: 

https://www.bbva.com/en/opinion/central-bank-digital-currencies-the-cross-border-dimension/ 

● 50-Page Comprehensive Paper on CBDC:

https://www.actuaries.org.uk/system/files/field/document/Understanding%20CBDCs%20Final%20-%20disc.pdf 

● 50-Pager on CBDC and Reforms to Existing Monetary Law

file:///C:/Users/Owner/Downloads/wpiea2020254-print-pdf.pdf  



◆ Questions? 
◆ Discussion? 
◆ Debate?


