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Computer Science has disrupted several industries in recent years: online gaming, self-

driving cars, and our social lives. What would you consider if you were designing a new 

digital currency to disrupt the banking industry? 

 

 

When the first ever cryptocurrency, Bitcoin, hit its peak in late 2017, the idea of digital 

currencies became exceedingly popular, with over 3,000 in existence by 2019. Although 

Bitcoin was valued at approximately $20,000 in 2017, it then decreased in value, along with 

many other competing digital currencies. Despite their hype, more than 1,000 

cryptocurrencies had already failed by 2019, and are now almost worthless. This poses 

questions about why popular cryptocurrencies such as Bitcoin and Ethereum are currently 

worth billions of dollars, and, contrastingly, why some lesser known digital currencies were 

predicted to fail from the start. 

 

In 2017, the University of Cambridge conducted research that showed that 2.9 to 5.8 million 

users were completing transactions using a cryptocurrency, which highlights their popularity. 

However, these figures are not yet competitive with fiat currencies, but with the development 

and improvements of technology, a new digital currency could disrupt the banking industry 

on a scale so large that a cryptocurrency could one day supersede currencies such as the Euro 

or even the US Dollar.  

 

Digital Currencies in today’s society 

When considering the impatient nature of today’s society, instantaneous transactions are a 

priority when designing a new digital currency. Due to the increasing demand for quick 

international payments, a cheap, borderless transfer of money could be of great interest to 

industry dominating companies across the world. Therefore, to attract established businesses 

as new users, digital transactions should be time and money saving to allow new digital 

currencies to be competitive with established financial services such as VISA. 

 

Furthermore, digital currencies have the potential to replace slower services such as PayPal 

on online communities in which immediate payments can be extremely important – such as 

online gaming, which is usually streamed live. Immediate transactions could be attractive to 

these consumers, as their need for instant gratification would be fulfilled. 

 

However, to build confidence in a new digital currency, a broad range of users could keep the 

currency more stable, so it should be made accessible for the whole community. Although 

some cryptocurrency such as Bitcoin had many users, it could be suggested that it wasn’t 

accessible to people without a great interest in technology – the complicated process of 

mining excluded many, which resulted in Bitcoin being a niche form of payment when 

comparing it to the US Dollar or the Great British Pound. For this reason, designing a new 

digital currency to be more accessible and understandable for the general public could be 

beneficial, as it could encourage the less tech-savvy to engage with new online currencies. 

 

Since the promise of cryptocurrency was used as an incentive for users to mine and 

contribute to the processing power of the network, it may still be useful to include this as a 

way to gain tokens, but a way for regular citizens to earn and use the currency should also be 

implemented to create a more mainstream cryptocurrency. 

 

However, some conflicts with attempting to design a new mainstream cryptocurrency could 

arise, as some countries have banned the use of Bitcoin due to its high-risk factor and price 
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volatility. Furthermore, many companies have banned the use of digital currency as a form of 

payment, which would prevent the possibility of being able to use a digital currency as a 

complete replacement for fiat currencies. Conversely, some notable leading global firms have 

endorsed the use of digital currencies – such as Microsoft, Tesla, and JPMorgan. Support 

from well-known global brands could increase consumer confidence, so when designing a 

new digital currency, it should be easily accessible for big companies to implement, so that 

customers would be encouraged to invest into digital currencies. 

 

Unlike the Great British Pound, many digital currencies on the market today use 

decentralised control, which means that there is no third-party monitoring the transactions 

that are occurring. Instead, major cryptocurrencies such as Bitcoin use a blockchain, which is 

growing list of records that is secured using cryptography. Due to a blockchain’s resistance to 

modification of data, it is a safe way to ensure all transactions are recorded without the need 

of a central server. However, issues such as double spending are still prevalent within digital 

currencies, especially if there is no trusted party monitoring what has been spent. 

 

When considering these issues, it is debatable whether centralised or decentralised control 

would be more beneficial when beginning to design a mainstream digital currency. On one 

hand, decentralised control would be favourable, as it protects users from the possibility of 

central bank failures or collapses. Moreover, decentralised currencies are immune to inflation 

and deflation, and aren’t affected by geographically based exchange rates, therefore avoiding 

unwanted tariffs. Subsequently, this protects the digital currency from being devalued by 

national issues. 

 

Although potential users that are new to digital currency may prefer to put their trust in a 

centralised currency due to the fact it allows them to rely on a middleman to monitor 

transactions, introducing a decentralised currency would overall be more beneficial. 

 

Security Issues 

Another issue that reduces the public’s trust in cryptocurrencies is the high potential for 

illegal transactions to take place. In most cryptocurrency transactions, there is a high level of 

anonymity, as the money is tied to specific keys rather than to specific people. This could 

then be taken advantage of, making it easier for criminals to launder money as a result. 

 

On the other hand, this level on anonymity in transactions could prevent many cases of fraud, 

as no full names or addresses are used when dealing with cryptocurrency. Due to the 

transparency of credit card transactions, people may be persuaded to switch to cryptocurrency 

to protect their personal information. This could reduce the high rate of identity theft across 

the country, benefitting the public massively. 

 

When designing a currency that hasn’t got tangible assets such as cash, the concern of double 

spending must be considered. This is a potential flaw in which the same token of money can 

be spent more than once. If this were to happen, the currency would swiftly be devalued, and 

potentially lose almost all value if it were to continue. Therefore, this must be prevented by a 

secure method of recording transactions such as a blockchain. 

 

Network transactions could be overturned would be if a mining community managed to 

achieve 51% hashing power. The cryptocurrency Bitcoin Gold was hit by this attack firstly in 

2018, and a second time in 2020. Therefore, when implementing a new currency, there 

should be measures put in place that will prevent mining pools from becoming too powerful. 
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As such with most online services, hackers are always a threat to the network. Hence, this 

holds the potential for a lot of digital money to be stolen or corrupted. An infamous example 

of this would be the Mt. Gox hack of 2014, in which over 850,000 bitcoins were stolen, 

costing investors millions of dollars. Consequently, digital currencies may hold the stigma 

that they’re an unsafe investment, so security measurements must be put in place to assure 

consumers that their money is safe from any threat, upholding confidence in the 

cryptocurrency. Therefore, a continuous upkeep of security infrastructure should be enforced 

within the network. 

 

Environmental Issues 

When taking into account that first-world views are becoming more environmentally 

conscious, a large concern with any digital currency is its high electricity consumption. For 

instance, an increase in demand for digital transactions would increase the need for mining. 

Therefore, the computing power required to create new “blocks” and validate them would 

continue to expand as more users invested in the new currency. When looking at a study by 

the University of Cambridge, Bitcoin was estimated to consume more electricity annually 

than Switzerland. This could be seen as extremely concerning when looking at the impacts of 

high electricity consumption, as it would be very damaging to our environment, and perhaps 

contribute to the effects of global warming. 

 

Risk associated with digital currencies 

In the past few years, cryptocurrencies have been vastly criticised for their price volatility, 

which has caused customers to previously lose confidence in digital monies, resulting in 

withdrawn investments, devaluing the currency. However, to avoid this quite common 

devaluation of a new cryptocurrency, digital monies could be linked to tangible and 

intangible assets – potentially solving volatility concerns and keeping confidence high. 

Furthermore, the increased adoption of a currency would also increase consumer confidence, 

hence decreasing volatility. Therefore, designing a digital currency that is accessible for all 

should be prioritised to keep prices stable.  

 

Due to the worries about price volatility, cryptocurrency is commonly referred to as a 

“bubble”, even by notable investors such as Warren Buffett. This then fuels the concern 

Figure 1 – Predicted energy consumption of countries in 2019 
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about the risk of investing or using cryptocurrency, which must be diffused. Some investors 

have sparked concern that the ‘Dotcom Bubble Burst’ could be repeated, in which many 

online companies failed and shut down, causing investors to lose a lot of money in stocks. To 

calm these worries and predictions of failure, the idea that cryptocurrency lacks in inherent 

value should be refuted.  

 

Scalability of digital currencies 

If a new digital currency were to disrupt the banking industry, it would need to accessible on 

a worldwide scale. However, at the moment, cryptocurrencies such as Bitcoin are far from 

being as powerful as payment services such as VISA or MasterCard. For example, Bitcoin 

can manage approximately 7 transactions per second, whereas VISA can support over 24,000 

transactions per second. To compete with established financial services, the technology 

supporting digital currencies would have to be largely scaled up. 

 

One solution to consider is the use of lightning networks, which adds another layer to the 

cryptocurrency’s blockchain. The use of a lightning network then enables users to create 

payment channels between any parties on the extra layer – this allows transactions to be 

almost instant, making a new digital currency more competitive in comparison to pre-

established transaction services. Moreover, transaction fees would become very low or even 

non-existent, which would increase the attractiveness of the new currency, and possibly 

encourage more users to invest. Although this solution would help to increase scalability of 

the currency’s transactions, the lightning network is very complex, so may not be available to 

use soon – but it should certainly be considered for use with future digital currencies. 

 

However, there are also other possible methods of scaling up the technology supporting 

digital currencies, such as sharding, which allows for more traffic and faster processing. 

Another way to overcome this issue is to use the method of staking, in which a consensus 

algorithm is used to add new blocks to the existing blockchain. New blocks are staked by a 

user who already owns some tokens, which so this allows users to earn interest over the 

money the hold. In addition to scaling up the technology, this method could also result in an 

increase in desirability for the currency if the possibility of interest of profit is introduced. 

 

Another concern regarding scalability is the amount of resources needed to compete with 

other cryptocurrencies created by huge firms such as Facebook. With Facebook’s 2 billion 

Figure 2 – Bitcoin/USD exchange rate plotted against CAD/USD exchange rate 
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users, its new digital currency, Libra, could easily achieve many users if implemented into 

Facebook’s website and other apps. However, investors may have concerns about putting 

money into Facebook’s new digital currency, as there is a lot of mistrust surrounding 

Facebook, due to the Cambridge Analytica data scandal. Therefore, when designing a new 

digital currency, it must have factors, such as trust in the currency, which makes it more 

desirable than competing currencies from larger institutions.  

 

When investing in any digital currency, there is a concern of whether it will be sustainable in 

the future, especially considering the constant change and improvements in technology. 

Consequently, there is a substantial risk associated with investing in cryptocurrency, as there 

is uncertainty about if it can change alongside any innovations and changes of protocols in 

everyday technology. If technology is constantly changing, the cryptocurrency may have to 

adapt with it, which would interrupt the normal flow of operations – a concern that is not 

prevalent with fiat currencies. Therefore, when designing a new digital currency, it would be 

important to consider how simple it would be to adapt it if needed, ensuring that it is 

sustainable for the future. 

 

On the other hand, the constant change in technology could benefit a newly introduce 

cryptocurrency, as the population may be more inclined to use digital currencies since 

technology is becoming ever more important in our lives. This could potentially result in a 

new digital currency one day superseding fiat currencies and becoming the world’s biggest 

financial entity. 

 

In conclusion, when designing a new digital, security and stability must be a priority to instil 

trust and confidence into mainstream consumers. Along with the desirability of faster global 

transactions and lower transaction fees, a new cryptocurrency could eventually disrupt the 

current banking industry, becoming a powerful financial entity. 
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