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WELCOME TO ECOFIN 

Hello Delegates,  

 

Thank you for choosing to the ECOFIN committee at LGMUN 2019. It is an honour to be your director 

this year, and I am very excited to foster strong and passionate delegates in serious debate. The goal of 

model UN conferences is to introduce students to important issues that affect the world, understand 

multiple perspectives, and, ultimately, come to a solution based on compromise. In ECOFIN 2019, this is 

exactly what I plan to do. 

 

The topic of this years ECOFIN committee is as follows: The Implications of Cryptocurrencies on World 

Financial Systems. With the power of tech companies, and the internet in general, rising exponentially 

whilst regulation of the internet has barely changed, you as a delegate has been tasked with finding a 

solution to the economic aspect of this problem - cryptocurrencies. More information on this topic can be 

found throughout this background guide. 

 

Since LGMUN is a new conference generally aimed at beginners, I will do everything in my power to 

help you grow as a delegate, public speaker, and informed member of society. We will teach you MUN 

procedures, and help educate you on this global issue. I am excited to see the unique perspectives and 

creative solutions that I am sure you will bring to this conference 

 

Nicholas Tuck, 

Director of LGMUN ECOFIN 2019   
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Topic Introduction: 

Cryptocurrencies are a new and upcoming form of digital currency that are rapidly changing the way 

people exchange different goods and services. However, federal and international laws have not been able 

to keep up with the rapid growth of this digital medium of exchange. Because of this, cryptocurrencies are 

notoriously used for the purchase of illegal goods and untraceable online exchanges. As this field of 

currency continues to grow in size, countries need to begin discussing ways in which they can supervise 

and track the use of cryptocurrencies on an international scale. The purpose of this ECOFIN committee is 

to discuss and analyze the various ways that the international community can resolve this issue. Because 

national and global economies are dependent on the strength and use of their traditional currencies to 

bring about prosperity, the growth of cryptocurrencies could bring disastrous consequences. 

 

Definition: 

Cryptocurrencies are a digital asset that works as a medium of exchange (a way to make transactions) and 

uses cryptography in order to secure financial transactions. Unlike traditional currencies, cryptocurrencies 

have decentralized control meaning that the currency’s value, interest rate and rate of inflation are not 

influenced by a central bank, but instead completely determined by the free market.  
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Timeline:  

 

The first form of electronic digital currency was first created in 1984, when cryptographer David Chaum 

founded eCash - an anonymous electronic currency. Cash was stored on a user’s computer, in the form of 

digital money that was cryptographically signed by a bank. The user of eCash could spend the money at 

any shop that accepted eCash, without having to transmit their credit card information to the shop. With 

eCash, money transfers from one account to another (or payment from a consumer to a business) would 

require a specific, encrypted, key thereby making any transactions completely anonymous. Unlike 

Bitcoin, however, eCash was not a decentralized form of currency, it was simply a medium that allowed 

money to be transferred anonymously. Users that used eCash were still spending US dollars, except in an 

altered, digital form. In 1988 the company went bankrupt as credit cards triumphed in popularity. 

 

After the financial crash in 2008, digital cryptocurrencies returned to their previous prominence with the 

introduction of Bitcoin, and other cryptocurrencies such as Ethereum. Bitcoin is the first cryptocurrency 

to be fully anonymous, as well as decentralized from a country's central bank. This made the 

cryptocurrency completely separate from the controls of a central bank. Therefore, Bitcoin would not be 

affected by inflation of other currencies, or interest rates of different currencies; thus being completely 

independent. In this regard, Bitcoin often acts more like a stock rather than a currency since the lack of 

controls creates large fluctuations in its value.  
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Figure 1: The value of a Bitcoin compared with USD. Large fluctuations in its value are evident. (In 

economics, this is known as high volatility). 
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Current Situation 

The popularity of online cryptocurrencies has increased since the creation of bitcoin in 2009, and so 

have concerns that such an unregulated system of exchange may become a threat to the global economy. 

Concerns have been formed that altcoin (alternative cryptocurrencies launched after the success of bitcoin) and 

bitcoin may become tools for criminals to make anonymous transactions; as seen to be very real in the past 

decade. According to an article titled “BITCOIN PRICE IS SO HIGH BECAUSE CRIMINALS ARE USING 

IT FOR ILLEGAL TRADES, RESEARCH SUGGESTS,” published by the Independent UK, nearly 50% of 

all transactions are associated with illegal activities. Transactions that occur through the use and exchange of 

these altcoins are independent from formal banking systems, and therefore can make tax evasion simpler for 

individuals. Since charting taxable income is based upon what a recipient reports to the revenue service, it 

becomes extremely difficult to account for transactions made using existing cryptocurrencies, which are very 

difficult to track.  

Systems of anonymity that most cryptocurrencies offer can also serve as a simpler means to launder 

money. Rather than laundering money through an intricate net of financial actors and offshore bank accounts, 

laundering money through altcoins can be achieved through anonymous transactions. 

Findings from researchers at the University of Sydney suggest that “24 million bitcoin market 

participants use the cryptocurrency primarily for illegal purposes.” These participants collectively conduct 

approximately 36 million transactions per year (or 98,680 transactions per day), amounting to a value of $72 

billion USD per year. Because of this, the illicit market essentially dictates the value of cryptocurrencies, 

Bitcoin in particular. Bitcoin was found to be the main catalyst of illicit cryptocurrency activity.  

Researchers believe that if criminals were to stop, or be forced to stop using bitcoin, the value of 

bitcoin could drop dramatically, which would impact the financial stability of those who hold the 

currency. On the other hand, it is believed that the continued unregulated use of cryptocurrencies could 
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lead to more tax evasion and money laundering, which could lead to less tax revenue for governments 

around the world.  

Therefore, solving this issue involves a well thought out solution that would not lead to  extreme 

volatility in the value of cryptocurrencies, while also ensuring that governments can regulate and monitor 

cryptocurrency transactions. 

 

Other common uses of cryptocurrency transactions include,  

1. The sale and distribution of illicit drugs  

2. The sale of illicit pornography 

3. Illicit services including, but not limited to, Assassinations and Prostitution 

These alternate illicit uses of cryptocurrencies, while damaging, do not concern ECOFIN as a committee as 

much as money laundering and tax evasion does. While they can be cited in a solution, the main focus of a 

resolution in this committee should focus on the economic and financial aspects and implications of 

cryptocurrencies. 
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Past Actions: 

In 1996, the NSA published a paper entitled How to Make a Mint: the Cryptography of Anonymous Electronic 

Cash, describing a Cryptocurrency system first publishing it in a MIT mailing list and later in 1997, in The 

American Law Review (Vol. 46, Issue 4). 

 

As Cryptocurrencies are a relatively new phenomenon, governments across the world have done very little to 

tackle regulation. Besides publishing information about the issue, very little legislation has been put in place to 

mitigate the problem. This is a new and recent issue that has formed within the last 5 years. 

 

Possible discussion topics: 

- The effectiveness of blockchain as a way to monitor cryptocurrencies 

- Why cryptocurrencies are (or are not) an issue  

- How Cryptocurrencies will affect traditional currencies 

- How Cryptocurrencies will affect tax revenue and trade regulations 

- How we can prepare for the rise of cryptocurrencies 

- Any topic you may come up with (just motion for a moderated caucus on that topic)  

 

 

 

 

 

 

 

https://en.wikipedia.org/wiki/NSA
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Possible and Relevant Solutions:  

(Remember - The solution that you choose should represent your countries belief, not your 

personal beliefs) 

1) Blockchain 

Blockchain is a possible solution because of its ability to monitor cryptocurrency transactions 

(with legislation could the blockchain allow governments to make cryptocurrencies less 

anonymous) 

a) Of course there is a price to pay with heightened security - less freedom  

 

2) Ban Cryptocurrencies  

While some countries may be supportive of cryptocurrencies, each delegate must not neglect the 

fact that cryptocurrencies could result in governments getting a lack of tax revenue, which could 

reduce the economic growth in a nation. 

 

3) No solution at all  

Some countries believe that no solution whatsoever is needed and believe that current regulation 

levels are fine. After all, the use of cash as a medium of exchange is, arguably, just as 

anonymous. 

 

4) Making Cryptocurrencies widespread  

While increasing the popularity and use of cryptocurrencies as a way to reduce its association 

with crime may seem counterintuitive, if executed right, it may be effective. If cryptocurrencies 

could be used to purchase things like pizza, clothes at a shopping mall, or other everyday items 

the stigma surrounding the use of cryptocurrencies may switch. After all, it is not 



 LGMUN ECOFIN 2019 10 

cryptocurrencies themselves, but their association with the darkweb and crime, that has lead to 

the rise of its alternate use. However, it is imperative to remember the influence of the widespread 

use of cryptocurrencies on government tax revenues.  

 

5) Your own solution  

Don’t forget, this is MUN and each country, based on their perspectives, may allow you as a 

delegate to come up with more creative and realistic solutions!  
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Conclusion: 

Initial reaction to the spread of Bitcoin from legislators and governments was a question of if and how 

bitcoin should be regulated (Shcherbak 2014; De Filippi 2014; Tu and Meredith 2015). The push to 

address this issue was stimulated by the accusations (mostly justified) that bitcoin might contribute to the 

growth of contraband markets and tax-evasion schemes (Hendrickson, Hogan, and Luther 2014). The 

purpose of this committee is to discover realistic, and relevant solutions to this problem, as most 

governments (and the UN itself) do not know what to do in regards to addressing cryptocurrency and 

crime.  

 

We are excited to see the unique perspectives and creative solutions that we are sure you will bring to this 

conference 

 

Nicholas Tuck 

Director  

ECOFIN 2019 
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