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MOTIVATION

• Cryptocurrencies are no longer a niche market

• Many calls for even wider adoption 
• But many open questions about the architecture, its major players, potential risks, and spillover 

effects on the real economy



“TRUSTLESS TRUST ARCHITECTURE”

• Blockchain technology offers the possibility of 
a different financial architecture where record 
keeping is decentralized and access to the 
system is anonymous and unrestricted

• Key building blocks
• Blockchain: Open-source and permissionless 

ledger that provides decentralized record keeping
• Smart contracts: Self-executing algorithms 

embedded in the blockchain
• Verification done by validators that are 

decentralized and anonymous



TRADITIONAL ARCHITECTURE

• Intermediaries serve as centralized nodes that guard the access to the 
financial system, provide customers with essential services, and are charged 
with the implementation of regulatory goals such as tax reporting, AML or 
consumer financial protection

• Centralized intermediaries hold significant power, based on their preferential 
access to customers and data, which if not properly harnessed and regulated, 
can be a source of outsized economic rents and can lead to considerable 
inefficiencies



OUTLINE

• Important issues
• Data privacy and transparency
• Economic rents
• Transaction Costs
• Governance
• Systemic risk
• Discuss regulatory challenges and possible solutions



DATA PRIVACY AND TRANSPARENCY



ECONOMIC RENTS



ECONOMIC RENTS CONTINUED 

• Regulation can reduce excessive rents where competition fails

• But anonymous and permissionless eco-system impedes regulators from 
enforcing rules to counter excessive rent extraction



ECONOMIC RENTS



CONCENTRATION OF VALIDATORS IN POS BLOCKCHAINS

Authors’ calculations



CONCENTRATION ACROSS BLOCKCHAINS

Top 15 PoS validators and their aggregate 
stakes in the top ten proof-of-stake 
smart contract platforms by market 
capitalization as of February 2022.

Authors’ calculations



ECONOMIC RENTS



PLATFORM TRANSACTION FEES



ECONOMIC RENTS



DEFI EXCHANGE CONCENTRATION

CoinGecko Yearly Report



ECONOMIC RENTS



TRANSACTION COSTS



GOVERNANCE



DAO



SYSTEMIC RISK 



REGULATION I



REGULATION II



CONCLUSION
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