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LET'S TAKE ECA
MAINSTREAM

THERE ARE FEW DISAPPOINTMENTS in the Digital Age more conspicuous than
our failure, as security guru Dan Kaminsky puts it, to “apply the Internet to
money.” Social networks and smartphones grant us superpowers beyond
anything we might have dreamed 10 years ago: We almost never get lost,
we can keep in touch with everyone we’ve ever met, and we can access the
entirety of humanknowledge. Not bad! But if we want to buy a $2 knickknack D 3 8
on the web, we still have to slog through a payments morass—multiple ===

screens of personal information, plus painful transaction fees that - ILLUSTRATION BY NICHOLAS BLECHMAN
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of big companies, Apple and Ama-
zon chief among them, micropay-
ments are outrageously profitable.
These giants have your credit card
number and your trust, so you can
click and buy in an instant. For
everyone else, there’s ostensibly
PayPal, which rakes in billions of
dollars a year for its parent com-
pany, eBay, by enabling streamlined
payments to vendors. But setting up
aPayPal account takes time for both
parties. Vendors also complain that
chargebacks—holds on funds when
acustomer disputes a charge—are
hard to win, endangering what are
already cash-flow-poor businesses.
None of our online modes of pay-
ment offer the anonymity and uni-
versal acceptability of cash. What
we need for micropayments is a
digital equivalent to paper money:
anonymous, fast, final.

Enter Bitcoin. For most of us, it’s
tempting to write off the crypto-
currency as unserious. Remem-
ber all those headlines about price
volatility and questionable legal
status? But there’s a reason why
venture capitalists and entrepre-
neurs continue to pay close atten-
tion. For all its weird politics and
bad press, Bitcoin may just be the
most ingenious system ever cre-
ated for settling online transac-
tions. Done right, it could put small
ecommerce sites on a level play-
ing field with the likes of Amazon
and Apple. Instead of running from
Bitcoin, we should commandeer it
from the radicals and make it work
for the rest of us.

Contributing editor DAVID WOLMAN
(@davidwolman) is the author

of' The End of Money, out this fall
inpaperback.

Bitcoin
could make
buying from
any vendor
as painless as
buying from

Amazon.
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IF YOWVE HEARD anything about
Bitcoin, it’s probably the enchant-
ing genesis story: a monetary sys-
tem built entirely on mathematics,
brought into being by a mysterious
coder (or group of coders) going by
the name Satoshi Nakamoto. If you
know anything else about Bitcoin,
it might be the anti-statist politics
and black market proclivities of its
superusers, or the sometimes wild
fluctuations in the currency’s value.
In April 2013, speculation caused the
price to soar from $140 to $266 in
just four days—only to lose most of
those gains almost overnight. In July
it dipped down below $70 per unit; at
press time it was back around $140.

Despite those worrisome traits,
Bitcoin is really the first true cur-
rency designed for the Digital Age.
It’s made out of bits but behaves
like cash: It provides what is damn
close to anonymity, transactions are
final, and it’s hard to counterfeit
(more so than greenbacks). This
cashlike quality largely results from
Bitcoin’s fulfillment system. Picture
a19th-century shopkeeper’s ledger.
Bitcoin works similarly, except that
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instead of the ledger sitting on one
person’s desk, Bitcoin’s ledger—
called the “block chain”—is dis-
tributed over the entire network.
There’s a shared record of every
Bitcoin-denominated transaction
ever, with the user info concealed
by encryption. So while all Bitcoin
network activity is essentially pub-
lic (to protect against double spend-
ing), identities are private.

It shouldn’t be surprising that
Bitcoin, which has a total current
value of around $1.5 billion, is more
vulnerable to price turbulence than
the world’s more trusted national
currencies. Whereas central bank-
ers have all kinds of tools at their
disposal for steering the value of
their currencies, Bitcoin was point-
edly designed without any cen-
tral authority, and the rate of new
money creation is fixed by an algo-
rithm and set to taper off over time.
There isnomechanism to safeguard
the currency’s price, which means
that unless you’re Winklevoss-level
wealthy, it’s far too risky to mess
around with more than a few
dollars’ worth of the stuff.
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is that Bitcoin is more than just a
currency; it’s an open source proto-
col, and as such it’s something that
can be molded. We can make Bit-
coin our own by building on top of it.

ONE soLuTIoN to the price fluctua-
tion problem is relatively straight-
forward, albeit imperfect: Don’t
hold bitcoins for very long. Instead,
link an account containing dol-
lars, euros, or some other major
currency to a Bitcoin “wallet,”
and convert to bitcoins only when
undertaking an online transac-
tion. The seller’s wallet can do the
same. That way, both parties reap
the benefits of Bitcoin’s slick settle-
ment system without exposing a
big chunk of wealth to the vagaries
of price. This is the solution that
Coinbase, a San Francisco-based
startup, is already attempting. The
company launched a promotion this
summer that offers merchants free
conversion from Bitcoin into other
currencies (up to $1 million). That
way vendors can accept it as pay-
ment but don’t have to keep a cash
register and safe full of it.

But creating a layer of interme-
diaries between users and Bitcoin
probably won’t be enough to tame
the currency’s tempestuous price.
It’s time to empower a central
authority to help regulate Bitcoin
as it grows. There’s already some
precedent for such amove: Just this
past summer, a group called the
Digital Asset Transfer Authority
formed to establish guidelines for
digital currencies, including safe-
guards against money laundering.
And leadership, despite all the
rhetoric about decentralization,
has already proven crucial to Bit-
coin’s survival. Last spring, when
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stop processing transactions while
they steered the community back
to a common ledger. It’s not out of
the question that superusers could
endow a sort of Bitcoin central bank
that intervenes when the price fluc-
tuates too wildly.

Would the die-hards go along with
this? Probably not. If they don’t,
though, there’s always the nuclear
option. A group of business-minded
cryptocurrency experts could simply
take the Bitcoin source code and
start over, creating a Bitcoin 2.0 that
uses the elegant settlement system,
improves the mining process, and
adds a layer of oversight.

The good news is that such an
extreme move might not be neces-
sary. If we can coax more people into
using Bitcoin, it won’t just improve
the currency’s public image, it’ll also
help shrink its price oscillations.
“Ithink Bitcoin is volatile right now

WE NEED TO TAME BITCOIN'S WILD
PRICE GYRATIONS.IT'STIMETO
EMPOWER A CENTRALAUTHORITY
TO REGULATETHE CURRENCY.

because most activity is based on
speculative value, not trade value,”
says Chris Dixon, a partner at the VC
firm Andreessen Horowitz. “But if
Bitcoin becomes mainstream, every-
dayuse should tame the volatility.”

This currency, like all currencies,
needs to inspire trust to succeed.
Bitcoin is going to need leaders and
institutions that stake their reputa-
tions and money on guaranteeing
that the system works. To make the
decentralized cryptocurrency atrue
forcein the global economy, it needs
atouch of—gasp—centralization. [
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FORGET YELP. Soon an app could deliv-
ers something far more helpful than
taco truck recommendations: a list of
restaurants that might make you sick.
Earlier this year, University of Roch-
ester researchers used a Twitter-
searching tool called nEmesis to pick
out possible cases of food poisoning.
GPS data is accessible through Twit-
ter’s APL By cross-referencing that
info with the coordinates of restau-
rants, the system tags patrons and
follows them for 72 hours, watch-
ing for tweets containing things like
“threw up” or “#tummyache.” Thanks
to those who feel compelled to share
their GI distress with the world, nEm-
esis detected 480 suspected cases of
food poisoning in just four months.
The results correlated with health
department scores—the more sick
tweets, the more likely an eatery had
recently been given a failing grade.
Cocreator Adam Sadilek, who now
works at Google, sees two possible
uses for nEmesis: as a warning app
for consumers and as a new “adap-
tive” inspection system for health
officials, telling them which restau-
rants most need looking in on. What
we’re having trouble digesting: Now
people will have even more reason to
overshare. —ELISE CRAIG

@ RYO TAKEMASA
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