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Cryptocurrency Basics

Cryptocurrency is electronic money. For centuries, 

society has used “money” as a medium of exchange for 

goods and services–an alternative to the barter system.

Early on, money took the form of gold and silver coins. 

At one time, the US dollar was backed by gold. Today, 

fiat currencies, like the dollar, are the prevailing form of 

money in the world.

Fiat currencies have value because a government has 

declared them “legal tender” and people believe they 

have value. Ownership of fiat currency is recorded 

by central authorities, in centralized ledgers. This 

ownership can be represented by attractively designed 

pieces of paper (e.g. the dollar bill). 

The idea for cryptocurrency is based on the notion 

that the same principle that allows paper to be used 

as money can be applied to an alphanumeric string– 

also known as a “hash” (e.g. “a2g893dh”). If people 

are willing to accept this hash in return for goods and 

services, it can serve the function of an alternative 

form of money. The hash exists electronically as a 

data entry on a ledger. 
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Cryptocurrency is a digital asset. The current infrastructure bill defines 

digital assets as “any digital representation of value which is recorded on a 

cryptographically secured distributed ledger or  any similar technology as 

specified by the [Treasury] Secretary.” 
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