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The aim of the article is to analyze the main features of cryptocurrency with respect to the identification of main advantages and disadvantages of using cryptocurrency
as a method of effecting cashless payments by small and medium enterprises in order to increase the level of their investment attractiveness. The article describes
the basic characteristics of cryptocurrencies and Bitcon as the most common among them. The Bitcoin emission mechanism has been built and the dynamics of
changes in the value, difficulty of its «extracting» or «mining», the market capitalization for 2009-2016 have been analyzed. In this connection the identified
main trends and the relationship between the analyzed indicators are highlighted. The attitude of the authorities of different countries to «mining» and using
cryptocurrency in calculations is shown, the monitoring of leading international financial institutions in terms of the use of Bitcoinis is carried out. In addition, the
leaders among the existing cryptocurrency exchanges are determined, and the level of their market capitalization is shown, a comparative analysis of the traditional
currency and cryptocurrency is conducted, an assessment of financial institutions that work with Bitcoin in Ukraine is performed, the attention being focused on the
main advantages and disadvantages of using cryptocurrency in small and medium business. Taking into account all the positive aspects there justified the prospects

of using the presented in the article finance cryptoinstruments, in particular Bitcoin, in order to improve the investment attractiveness.
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lsaujeHko A. |. BukopucmaHHa Kpunmosantomu y disabHocmi
manux i cepedHix nidnpuemcme YKpaiHu 3 Memoto nidsuujeHHs
ix ineecmuyitiHoi npusabausocmi

Memoto cmammi € aHani3 20108HUX 0cobausocmeli KpuNMOoBAMOMU CMO-
COBHO BU3HAYEHHA OCHOBHUX nepesaz i HedOoAiKie BUKOPUCMAHHA Kpun-
mosamomu K memody 30ilicHeHHs 6e320miBKo8UX PO3PAXYHKIB MAAUMU
ma cepedHiMu NidMpUEMCMBAMU 3 MEMOK NIOBUWEHHS PigHS iX iHeecmu-
yiliHoi npusabausocmi. Y cmammi 8U3HAYEHO OCHOBHI XaPAKMePUCMUKU
Kpunmosantom i Halibinbw po3nosctodxeHy ceped Hux. [lobydosaHo me-
XaHi3m emicii 6imkoiHy ma npoaHani3o8aHo OUHAMIKY 3MiHU 8apmocmi,
CknadHocmi «00byeaHHa» abo «maliHiHey», puHKosoi Kanimanisayii 3a
nepiod 2009-2016 pp., npu yboMy OKPECAEHO 0CHOBHI MeHOeHyii ma 3a-
NIEHCHOCMI MiXC MPOAHANI308aHUMU MOKA3HUKAMU. BU3HaYEHO cmaeneHHs
810a0U pi3Hux depxas 00 «MaliHiHey» Ma 8UKOPUCMAHHSA KpUNmMoeantomu
Yy PO3PAXyHKax, MpogedeHo MOHIMOPUH2 MPOBIOHUX MiXHAPOOHUX (iHAH-
C08UX YCMAHO8 3 MPuBody BUKOPUCMAHHA bimKoiHy. Kpim mozo, su3sHave-

Ho n1idepie ceped HAABHUX Kpummobipx, i NOKa3aHuli pigeHb ix PUHKOBOI

Kanimanizayii, nposedeHo nopieHAAbHUU aHani3 mpaduyiliHoi eantomu ma
Kpunmosanwmu, 30ilicHeHo OUiHKY (IHAHCOBUX YCMAHOB, AKi MPAYMb
3 6imKoiHOM 8 YKpaiHi, ma Ha20A0WeHO Ha OCHOBHUX nepesazax i Hedo-
NiKaxX 8UKOPUCMAHHA KpUNmMosantomu y manomy ma cepedHbomy bisHeci.
3 ypaxy8aHHAM ycix Mo3umMugHUxX cmopiH 06rpyHMOoBAHO nepcnekmugHicme
BUKOPUCMGHHA OKPecaeHux y cmammi giHaHcosux KpunmoiHcmpymeHmis,
30Kpema bimkoiHis, 3 Memoto nidsuweHHs iHeecmuuyiliHoi npusabausocmi.
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UsaujeHko A. U. Ucnonb3oeaHue Kpunmosantomsl

8 deAsmenbHOCMU MabIX U cpedHuUX npednpuamuii ¢ Yeabto nosblweHus
UX UHBECMUYUOHHOII npuenekamenbHocmu

Lento cmambu A6n1semcs aHAnAU3 2aaeHbix ocobeHHocmell Kpunmoea-
/oMbl OMHOCUMENbHO 0MpedeneHUs OCHOBHbLIX Mpeumyusecme U Hedo-
CMAmKo8 UCMoMb30BAHUSA KPUMMOBANOMbI KK MeMOOd OCywecmesneHus
6e3HaNUYHbIX pacyemos ManbIMu U CPeOHUMU MPeONPUAMUAMU C Yenbio
M0BbIWEHUS YPOBHA UX UHBECMUUUOHHOU mpuesnekamensHocmu. B cma-
mbe onpedesieHbl 0CHOBHbIE XAPAKMeEPUCMUKU KpUNmosasom u Haubosee
pacnpocmpaHeHHas cpedu Hux. [locmpoeH MexaHu3m amuccuu BUMKoUHa
U MPOAHANU3UPOBAHA OUHAMUKG U3MEHEHUS CMOUMOCMU, CIOMHOCMU «00-
6bIBAHUAY UAU «MAlHUH2a», PbIHOYHOU Kanumanusayuu 3a nepuod 2009
2016 e2., npu 3mom 0603HaYeHbl OCHOBHbIE MEHOEHYUU U 3a8UCUMOCMU
Mexdy NpoaHanU3UPOBAHHbIM MoKasamensmu. OnpedesneHo omHoweHue
nacmeli pasHbix CMPaH K «MaliHUH2y» U UCM0/b308aHUI0 KPUMMOBAsKMbI
8 pacyemax, nposedeH MOHUMOPUHe 8e0YWUX MEXOYHAPOOHbIX (PUHAHCO-
8bIX yupexcdeHuli mo nosody ucrob308aHus GumkouHa. Kpome mozo, onpe-
OeneHbl UOepPs cpedu Cyuecmeyowux KpUnmobupX, U MoKA3aH yposeHb
UX PbIHOYHOU Kanumanu3ayuu, nposedeH cpagHUMenbHbIl aHaau3 mpadu-
YUOHHOU 80.10MbI U KPUNMOBAKOMBI, OCYLECMB/IEHT OUEHKA UHAHCOBbIX
yupexcdeHul, kKomopsle pabomarom ¢ 6UMKOUHOM 8 YKpauHe U akyeHmu-
POBAHO BHUMGAHUE HA OCHOBHbIX MPEUMYWECMeax U HedoCMAMKaX Ucrosb-
3080HUA KPUNMOBA/KOMbI 8 MAOM U cpedHem BusHece. C yvyemom ecex
010 UMebHbIX CMOPOH 060CHOBAHA NEPCMEKMUBHOCMb UCMO/1b308aHUS
YKO3GHHbIX 8 CMAMbe (YUHAHCOBbIX KPUNMOUHCMPYMeHMO8, 8 YaCMHOCMU
6UMKOUHO8, C Yesblo MoBbILIEHUS UHBECMUYUOHHOU MpueaeKamenbHocmu.
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Formulation of the problem. Under current condi-
tions of unavailability of usual mechanisms for gaining and
saving money for small and medium enterprises, namely lack
of bank loans, additional pressure in the form of increasing
taxes, rates, restrictions in work with currency and cash flow,
customer drain because of population solvency reduction and
price growth, there exists under-funding which might except
further development of such enterprises. There is also a lack of
possibilities for small and medium business to save money, as
exemplified by bank deposit, which could become an unreliable
means considering the probability of bankruptcy of financial in-
stitutions. This can result in a low possibility of obtaining com-
pensation from the Guarantee Fund, because the requirements
of individual customers are met first and foremost, but the turn
of legal entities comes rarely. Another example is investing in
US dollars, but there are a number of limitations imposed by
the NBU in relation to their purchase and treatment.

As aresult of these circumstances the devaluation of sav-
ings happens in many cases. That is why it is essential to find
some alternative way for solving these existing problems. The
possible way for tackling these analysed problems might be-
come using cryptocurrency.

The cryptocurrency (digital currency) is empowering
individuals and businesses by offering them a fast and secure
mode of transaction.

Analysis of recent researches and publications. Now-
adays there seems to be a lack of research, which is connected
with some aspects of using cryptocurrency in bussiness opera-
tions, because the majority of researchers, among them Molch-
anova E., Solodkovskiy Y. [1], Honcharenko S. [2] and others,
pay attention to the mechanisms of cryptocurrency production
and modern tendencies of development of cryptocurrency
markets and exchanges.

The aim of the article. Thus the main aim of this sci-
entific paper is to analyze the basic features of cryptocurrency
regarding the identification of advantages and disadvantages
of using cryptocurrency as a method of cashless payments for
small and medium enterprises to improve their investment at-
tractiveness.

Statement of the basic material of the research. Using
cryptocurrency gives small and medium companies the oppor-
tunity to save on conversion fees and to expedite payments on
commodity exchange transactions.

A cryptocurrency (or crypto currency) is a medium
of using cryptography to secure the transactions and to control
the creation of additional units of the currency. Cryptocurren-
cies are a subset of alternative currencies, or specifically of dig-
ital currencies [3].

Cryptocurrency is a digital currency, which is based on
asymmetric encryption and the use of different cryptographic
methods of protection, such as Proof-of-work and/or Proof-of-
stake. The operation of the system is decentralized in the dis-
tributed computer network.

The most widespread cryptocurrency is the Bitcoin
(BTC). The program developer (or development team) of BTC
is a person (or a group of people) with the nickname Satoshi
Nakamoto [8], who proposed an electronic payment system
based on mathematical calculations. The idea was to produce
coin exchange without any central authority, in electronic form,
more or less instantly, with minimal cost.

This is a digital product with a limited supply, its algo-
rithm is designed in such a way that the system can consist of a
maximum of 21 million units, each of which is called "bitcoin”.
The schedule of emissions is determined by the program and
known in advance. After the last of the coins had been gener-
ated, their number will not exceed.

The mechanism of emission of Bitcoin is based on various cryptographic methodsotpumye

decentralized generation in the common computer network

new Bitcoins are created by a process called “mining’.

Mining is a solution to a complex cryptotask, which involves exhaustive search. An ordinary computer
is not suitable for performing these tasks

Therefore, a high-productivity computers or powerful servers are used for obtaining Bitcoin.
Every year this algorithm complicates to limit annual emissions of BTC and prevent inflation

Fig. 1. The mechanism of emission of Bitcoin

The other step, which is required, is assessment of the
level of mining difficulty. The next graph (Fig. 2) shows the
changes in complexity of BTC mining.

The diagram illustrates the increasing level of diffi-
culty of BTC creation process, which excludes inflation due
to the limited range of the number of bitcoins in circula-
tion.

The next essential factor considered is the value of bit-
coin. The following picture demonstrates the trend of trade
changes during the period of 2011-2016.

Fig/ 3 depicts the ups and downs in the BTC value over
the whole period with the last data of calculations amounting
to 600 USD per 1 BTC. From the mid-2015 till 2016 a sharp rise
in BTC value has been observed.
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Fig. 2. The complexity of BTC “production” for 2009 -2016 [4]
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Fig. 3. Dynamics of the value of BTC for 2011 - 2016 in USD [4]

In the course of the research it has been found that the
main factors that had a negative impact on the BTC value and
caused its reduction proved to be the government declarations
of developed countries and different law restrictions. But this
decrease was not so lengthy due to the current market tenden-
cies and the demand for BTC by professional financial market
and business users.

There is a perception that BTC is similar to gold, because
with the production of each new unit of currency it becomes
more difficult to mine the next, since the calculations and the
numbers become more complicated. In addition, the computa-
tion requires a certain amount of power and working time of
the computer.

Therefore, it is considered that the disappearing of
cryptocurrency will occur when the production of the units
consumes more resources than it’s worth.

1 bitcoin is divided into 100 000 000 pieces called
“Satoshi’ in honor of the creator of the system. Sometimes the

term of “millibitcoin” (mBTC, one thousandth) and “microbit-
coin” (uBTC, one millionth) is used.

The other main feature of all trade resources is market cap-
italization, which estimates influence on globalization (Fig. 4).

The trend presented in Picture 4 is similar to that pre-
sented in Picture 3 because of direct dependence between the
BTC value and its market capitalization.

The other evidence of the global impact of BTC is its in-
troduction by leading banks. According to CoinDesk [5], banks
are already using bitcoin or experimenting with the technolo-
gies. Some of these include:

The French bank Société Générale, which posted a job
listing in July for an “IT developer on bitcoin, blockchains and
cryptocurrencies.”

The Swiss investment bank UBS, which announced it
was opening a blockchain technology research lab in one of
London’s major financial districts earlier this year.
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Fig. 4. Market capitalization for 2009 - 2016 [4]

Barclays revealed plans to trial bitcoin technology. In
March the bank accepted three startups working on block-
chain-related projects into its internal accelerator program.
According to the New York Times, Barclays has 20 related in-
ternal experiments ongoing.

The Spanish bank BBVA has posted a number of relevant
articles on its website, including a video tutorial on how to set
up a bitcoin account. The bank has already invested in several
bitcoin startups: it has Coinbase and purchased Simple.com, an
online banking startup, last year.

The French financial services firm AXA is looking to use
bitcoin to cut ongoing expenses from the remittance market. It

even announced a 100 million euro tech incubator to explore
this and other advanced technologies.

IBM, too, has been developing its own version of block-
chain technologies to be used with so-called “smart con-
tracts”.

Thus Table 1 shows different authority approaches to
this new method of payments and trading, and some of them
include strong restrictions because of impossibility of their
regulations and high level of possible risks. But this does not in-
terfere with world cryptocurrency development represented in
Table 2, which considers trade volumes on different exchange
web sites in the world.

Table 1

The attitude of different countries to the use of cryptocurrency

Country

Recognition from the state

Great Britain

BTC = taxable vouchers

USA and Croatia

Private electronic money (suitable for the purchase/sale of goods in online communities adjusted to the fact
that sellers have the right but are not obliged to accept them)

Germany (and most EU

Do not encourage or warn a high degree of risk calculations using cryptocurrency, but BTC is recognized as

countries)

private money, which can be used in clearing operations

Israel, United Arab
Emirates, Canada

The availability of ATMs for cryptocurrency, but their place in the legislation has not yet been determined

Thailand, China

The prohibition to use in the calculation of virtual money (mining is permitted)

Russia

The Ministry of Finance of the Russian Federation introduced amendments to the criminal code regarding
the possibility of incarceration in connection with the use of BTC

Ukraine

There is no legal regulation, but there is a Bitcoin Embassy in Kiev and some Ukrainian banks are working
with BTC, but NBU does not insure the risks of the virtual calculations

Source: created by author on the basis of [7]

According to the data in Table 2, it can be observed that
the total amount of existing trade volumes is too huge to be
used in business payments.

The main differences between traditional currency and
cryptocurrency are reviewed in Table 3.

Two different tactics exist among bitcoin users. The first
one is accumulation of cryptocurrency in expectation of ap-
preciation. Another one is exchange of cryptocurrency to tra-
ditional money.

Ways for conversion of cryptocurrency into traditional
money in Ukraine:
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Table 2
The list of Top 12 exchange websites and exchangers of Bitcoin [6]
N Cryptocurrency exchange Volume, 24 (BTC)
1 OKCoin 1794656,228
2 Huobi 1718110,8266
3 BTCChina 780688,4515
4 Poloniex 25752,294
5 BTC-e 5290,8995
6 LocalBitcoins 5249,7541
7 Bitstamp 3534,3725
8 LiveCoin 1488,3299
9 BitX South Africa 803,6168
10 Cexiio 440,9519
11 Bitconan 25177
12 Cryptonit 1,7343
Table 3

Comparative analysis of cryptocurrency and traditional currency

Difference Traditional currency Cryptocurrency

The controlling body The Central Bank Nobody (BTC exists only in a decentralized computer network)

Nobody (Cryptocurrency is not issued by the Central Bank and does
not work according to its rules. On the contrary, the issuance of BTC is
only possible in digital form and anyone can start to mine BTC at any
time. Mining of bitcoins is done by means of using the computational
power in a network. When you transfer the BTC, the transaction

is processed by this network, thereby transforming BTC into an
independent digital payment system)

The Central Bank (Banks can
The authority responsible | issue any amount of money to
for issuing cover the national debt, thus
devaluing their currency)

Bitcoin is not secured by anything, it is pure mathematics. Anyone in
GDP or foreign exchange the world can run the bitcoin mining script on his/her computer and
reserves be like a mini Central Bank. Source Code of the script is posted in the
clear, everyone can see how it works

Financial security

1) using online platforms for purchase/exchange of BTC, ample, a Ukrainian small company purchases products for its
such as btc-trade.com.ua, ukrcash.com, btcu.biz business in Thailand. Traditionally, triple currency exchange is
kuna.com.ua required: Hryvnia — USD - Thailand Baht. All the bank con-

2) crypto-ATM in the Bitcoin Embassy (location — Lviv version charges and transfer fees have to be paid. Whereas in
square in Kyiv, which is one of 4 in the world, others case of using BTC such operation can be performed within 15
work in Warsaw, Montreal, Tel Aviv) seconds with minimal commission rates.

3) the withdrawal of Bitcoin to Ukrainian bank cards. It is also possible to make payments abroad without the
Bank is one of the most convenient and fastest way need to exchange the currency for that of the destination coun-
to convert Bitcoin. Each request is processed within try.
just a few working hours, after that the money will According to Table 4, BTC seems to create some com-
be credited to the card according to Bank’s policies. petitive advantages for small and medium companies, such as
PrivatBank, Sberbank, Alfa Bank, Sberbank of Russia, making transactions faster, cheaper and with no boundaries.
FUIB, Credit Agricole work with Bitcoin in Ukraine. Besides, it is also the most secure way for making payments.

Most often, the conversion of virtual money into the real Using all these advantages gives a great perspective for improv-

one is accompanied by some commission fee. ing the level of investment attractiveness through increasing

But problems of using cryptocurrency for business profitability in business.

purposes still remain unsolved. But there are some clear ben- Conclusion. Consequently, the use of cryptocurrency in
efits from the introduction of BTC payments into business, small and medium business can be a significant advantage in
such as the opportunity to save on conversion exchange and enhancing the competitiveness of enterprises, taking into ac-
bank commission fees and the simplified system of payments count the number of benefits discussed in this article. Though,
between residents of different countries in particular. For ex- given the high volatility and the lack of legal regulation of these
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Table 4

The advantages and disadvantages of using BTC for small and medium enterprises

Advantages

Disadvantages

1. Open code for mining crypto currency - BTC applies the same algorithms that are used in online bank-
ing. The only difference of Internet banking is the disclosure of information about the users. All information
about the transaction in the BTC network is shared (how, when), but there is no data about the recipient or
the sender of the coins (there is no access to the personal information of the owner's wallet)

2. No inflation - the maximum number of coins is strictly limited by 21 million Bitcoins. As there are neither
political forces nor corporations able to change this order, there is no possibility for development of infla-
tion in the system

3. Peer-to-peer cryptocurrency network - in such networks there is no master server, which is respon-
sible for all operations. Exchange of information (in this case — money) is between 2-3 or more software
clients. All installed by users program-wallets are part of a bitcoin network. Each client stores a record of all
committed transactions and the number of bitcoins in each wallet. Transactions are made by hundreds of
distributed servers. Neither banks or taxes, nor governments can control the exchange of money between
the wallets of users

1. Strong volatility -
almost all of the ups and
downs of the BTC value
depend directly on the
declared statements

of the governments of
different countries. This
volatility creates the
problem in the short
term

4. Unlimited possibilities of transaction - each of the wallet holders can pay to anyone, anywhere and
any amount. The transaction can not be controlled or prevented, so you can make transfers anywhere in the
world wherever another user with a Bitcoin wallet is located

5. No boundaries. Payments made in this system are impossible to cancel. The coins cannot be faked, cop-
ied or spent twice. These capabilities guarantee the integrity of the entire system. Every month the number
of online shops, resources, and companies to accept BTC is expanding.

2, Large risks of invest-
ing in cryptocurrency
that should be consid-
ered in the medium and
long term

go to BTC miner’s wallets.

6. Low BTC operation cost. The BTC cryptocurrency works as physical cash, combining the functions of e-commerce. No need to pay
commission and fees to banks and other organizations. The main part of such process is mathematics, which does not need money. The
commission fee in this system is lower than in any other. It amounts to 0.1% of the transaction amount. The operation interest charges

And even if some part of the network goes offline, the payment system will continue to operate stable.

7. Decentralization. There is no central control authority in the network, the network is distributed to all participants, each computer
mining bitcoins is a member of this system. This means that the central authority has no power to dictate rules for owners of bitcoins.

a BTC wallet and immediately starts to use it without any questions and commissions.

8. Easy to use. Taken into account that the procedure of opening an account for the company in Ukrainian banks is overcomplicated
and can be refused without explanation, using BTC is convenient for companies. The company needs approximately 5 minutes to create

coin addresses without reference to name, address or any other information

9. Anonymity. It is completely anonymous and at the same time fully transparent. Any company can create an infinite number of bit-

For complete anonymity companies usually use the unique BTC address for every single transaction

10. Transparency. The BTC stores the history of transactions that have ever taken place. It is called a sequential chain of blocks or block-
chain. The block chain keeps information about everything. So if the company has publicly used the BTC address, then anyone can see
how much BTC is owned. If the company address is not publicly confirmed, then no one will ever know that it belongs to this company.

the payment

11. Speed of transaction. The ability to send money anywhere and to anyone in a matter of minutes after the BTC network will process

BTC wallet. No one but the owner can withdraw bitcoins

12. It belongs only to the wallet owner. There is a unique electronic payment system where the account belongs to the owner only.
For example, on PayPal if for any reason the company decides that the owner somehow uses the account in a wrong way, the system
has the right to freeze all funds on the account without even warning the owner about it. Verification of the proper usage of account is
the total responsibility of the owner. With BTC, the owner has a private key and a corresponding public key, which is the address to the

applying a mathematical function. This creates evidence that the transaction is performed by the owner

13. No chances to use some personal data for fraud. This is an important point. Today the majority of purchases are made with credit
cards. They are unreliable. Filling forms on websites, customers are required to enter the following data: card number, expiration date
and code. It's hard to come up with a less secure way to make payment. Therefore, credit cards are very often stolen. BTC transactions
do not require disclosure of any personal data. Instead, it uses two keys: public and private. The public one is available to all (i.e. the ad-
dress of BTC wallet), but the private key is known only to the owner. The transaction needs to be signed by interacting private keys and

14.The possibility of investing funds in the transparent and profitable resource

Source: created by author on the basis of [9]
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transactions in Ukraine, doing BTC-related business might be
rather risky. Taking into consideration the experience of devel-
oped countries, particularly the United States, the use of BTC
can be a promising alternative to existing systems of payment
calculations.
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