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The "Unequal Trilateral Paradox' and Regulatory Governance

Of Digital Currency
Based on the Perspective of C&M Framework

Yin Zhentao (Chinese Academy of Social Sciences)

Cheng Xuejun (Tongji University)

Abstract With the widespread application of digital technology, especially blockchain technology, the
emergence of a large number of new digital currencies has had an impact on traditional legal tender and regu-
lation. The digital currency driven by blockchain technology has brought about innovative changes, promot-
ing the digitization and diversification of currency development, greatly improving the comprehensive effi-
ciency of currency issuance and operation, but also brought on the "unequal trilateral paradox". That is, it is
impossible to achieve the ternary goals of currency stability, credit carrier and decentralization supply simulta-
neously, which is very likely to cause unequal legal, financial and technical risks. By adopting the C&M
framework of law and economics, and from the perspective of the specific risks under the "unequal trilateral
paradox" of private digital currencies, it is found that the regulatory governance of digital currencies in typi-
cal countries around the world falls into three categories: the maritime law countries represented by the UK
and the USA uphold the property rule and adopt open regulatory policies; the civil law countries represented
by Japan adhere to the responsibility rules and emphasize the legal protection of overall welfare; the countries
of civil law system represented by South Korea strictly abide by the inalienability rule and prohibit digital cur-
rency transactions. At present, China urgently needs to build a digital currency regulatory governance system
with Chinese characteristics: the principle of classified regulation is to be adopted to clarify the legal attri-
butes of digital currency; the financial regulation system is to be innovated to promote behavioural regulation
and intelligent regulation; the application of technical regulation is to be further promoted to maintain a
steady development of the digital currency.

Key words blockchain; digital currency; "unequal trilateral paradox"; regulatory governance; law and

economics
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