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Abstract

Cryptocurrency has revolutionised the global financial system by offering a decentralised, digital
alternative to traditional currencies. Cryptocurrencies allow safe peer-to-peer transactions without the use
of traditional financial middlemen by leveraging blockchain technology. Since the launch of Bitcoin, the
most well-known cryptocurrency, in 2009, other digital assets like Ethereum, Ripple, and Litecoin have
seen tremendous growth. These virtual currencies function on decentralised networks without the
interference of a centralised authority. The rise in popularity of Bitcoin in the early 2010s marked the
beginning of the introduction of cryptocurrencies in India. Due to the market's initial lack of regulation,
there were both exhilarations and worries. In 2013, the Reserve Bank of India (RBI) released its first
advisory about cryptocurrencies, outlining the potential dangers of fraud, security, and market volatility.
The RBI outlawed cryptocurrency banking in 2018, making it illegal for financial institutions to deal with
virtual currencies. But in March 2020, the Supreme Court declared this restriction to be unconstitutional,
which rekindled interest in the cryptocurrency market. There is still regulatory ambiguity despite this.
Since then, the Indian government has held lengthy talks over legislation about cryptocurrencies. While
possibly limiting private cryptocurrencies, the Cryptocurrency and Regulation of Official Digital Currency
Bill offers a legislative framework for the Reserve Bank of India's Central Bank Digital Currency (CBDC),
the Digital Rupee. India is now considering how to regulate decentralised cryptocurrencies as of 2024.
There isn't a complete legal structure for cryptocurrencies in India yet. Cryptocurrency trade and use are
indirectly impacted by extant legislation, including the Income Tax Act and anti-money laundering rules.
Despite the RBI’s 2018 circular being overturned, prudence with digital currencies is advised.
Cryptocurrency exchanges must follow KYC and anti-money laundering regulations. The pending
Cryptocurrency Bill aims to address regulatory ambiguity, while the RBI-backed Digital Rupee ofters a
regulated alternative.

Keywords: Cryptocurrency, Digital currency, Bitcoin, Central Bank Digital Currency (CBDC),
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Introduction

A cryptocurrency is a digital currency that is produced by advanced encryption algorithms and used as a
substitute for fiat money. Cryptocurrencies are digital tokens. They are a type of digital currency that
allows people to make payments directly to each other through an online system. “Cryptocurrencies have
no legislated or intrinsic value; they are simply worth what people are willing to pay for them in the
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market.”? “Cryptocurrency refers to any system of electronic money, used for buying and selling online
and without the need for a central bank.”? With its revolutionary impact on the financial landscape, this
cutting-edge technology is upending established financial frameworks and monetary systems.
Cryptocurrencies provide a degree of autonomy and security that was previously unreachable through
traditional currencies, serving as a decentralized virtual accounting system in addition to a medium of
transaction. The most famous example is Bitcoin, which debuted in 2009. However, Litecoin®, Ethereum?®,
and Ripple® are also strong contenders in the digital currency market. Regulators are concerned because
of the potential threats to established monetary systems posed by their decentralized structure, which
allows them to function independently of traditional financial institutions. The Reserve Bank of India
(RBI) has released several rules in response to the growing relevance of cryptocurrencies. Nevertheless, a
thorough regulatory framework is still absent despite these initiatives. The government has put forth the
Cryptocurrency and Regulation of Official Digital Currency Bill to close this gap by establishing precise
guidelines for digital assets. The RBI purposefully introduced the Digital Rupee to strengthen its position
in the digital economy. By taking advantage of the advantages of digital currencies, the government can
retain monetary control over private cryptocurrencies by substituting this state-backed digital money. A
major step towards incorporating regulated digital assets into the financial system that embraces
innovation and ensures stability is the Digital Rupee.

Early in the 2010s, as interest in cryptocurrencies, especially Bitcoin, was on the rise worldwide, India
started experimenting with them. At first, there was a lot of uncontrolled market activity, which
encouraged bitcoin investment and trade. The Reserve Bank of India (RBI) originally voiced worries about
cryptocurrencies in 2013 by alerting the public to potential dangers like fraud and volatility. A stricter
banking ban put in place by the RBI in 2018 made Bitcoin transactions more difficult. However, the
Supreme Court reversed this prohibition in 2020, which was a big deal for the Indian cryptocurrency
business. “Despite uncertainty around the future of cryptocurrencies in India, investments in the
unregulated digital asset, especially Bitcoin, has shown a breathtaking upward trend since 2020.”°

India is presently figuring out the complicated and frequently tense Bitcoin regulatory landscape. India
does not currently regulate cryptocurrencies. Any laws do not prohibit cryptocurrency mining and trading.
There are currently no rules in place to regulate the mining of public cryptos, which is done using the
miner's resources. Businesses and investors are in a risky situation because of the substantial uncertainty
around digital asset governance caused by the absence of comprehensive rules. “After the Internet and

1 Australia, S. C. B. O. (2023, May 4). Digital Currencies | Explainer | Education. Reserve Bank of
Australia. https://www.rba.gov.au/education/resources/explainers/cryptocurrencies.html

2 cryptocurrency noun - Definition, pictures, pronunciation and usage notes | Oxford Advanced Learner’s Dictionary at
OxfordLearnersDictionaries.com. (n.d.). https://www.oxfordlearnersdictionaries.com/definition/english/cryptocurrency

3 Litecoin (LTC) is a cryptocurrency created from a fork of the Bitcoin blockchain in 2011. McFarlane, G. (2024, May 3). Litecoin
(LTC): What It Is, How It Works, vs. Bitcoin. Investopedia. https://www.investopedia.com/articles/investing/040515/what-
litecoin-and-how-does-it-work.asp

4 Ethereum is a decentralized global software platform powered by blockchain technology. It is most commonly known by
investors for its native cryptocurrency, ether (ETH), and by developers for its use in blockchain and decentralized finance
application development. What is ethereum and how does it work? (2024, May
24). Investopedia. https://www.investopedia.com/terms/e/ethereum.asp

5 Ripple is a blockchain-based digital payment company that has created a network and protocol that uses
the cryptocurrency, XRP and the XRP Ledger. Ripple definition. (2024, October
18). Investopedia. https://www.investopedia.com/terms/r/ripple-cryptocurrency.asp

6  MoneyControl.  https://www.moneycontrol.com/msite/wazirx-cryptocontrol-articles/the-journey-of-cryptocurrencies-in-
india/
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Mobile Association of India Judgment, the government was planning to introduce "The Cryptocurrency
and Regulation of Official Digital Currency Bill, 2021" (the "Bill") to the Lok Sabha. According to the
Lok Sabha bulletin dated November 23, 2021 (3), the Bill seeks 'to create a facilitative framework for the
creation of the official digital currency to be issued by the Reserve Bank of India.”’ As a result, there is
uncertainty over the legal standing and handling of digital currencies under Indian law since the current
guidelines have not adequately addressed their subtleties. Notwithstanding these regulatory worries, there
is a noticeable increase in interest towards cryptocurrencies. A growing market propelled by both
speculative and long-term investment strategies is seen in the rising transaction volumes and increased
investment activities in different digital currencies. Investors are showing a great thirst for innovation and
alternative financial solutions by searching for chances in this digital ecosystem more and more. An
exciting ecosystem of cryptocurrency exchanges, wallet providers, and other services has been cultivated
by this expanding interest, helping to shape the development of a dynamic industry. The continuous talks
surrounding the proposed Cryptocurrency and Regulation of Official Digital Currency Bill provide more
evidence of the present legislative efforts. With a focus on providing precise guidelines and investor
protections, this measure seeks to establish a comprehensive framework for the regulation of
cryptocurrencies while taking into account the possible advantages of digital currencies. The debates
surrounding this measure demonstrate how the administration understands the need to strike a balance
between regulation and innovation. A significant turning point in India's attitude to digital currencies has
been reached with the introduction of the Digital Rupee by the RBI, in addition to the proposed bill. This
government-backed digital currency aims to uphold governmental control over monetary policy while
embracing the technological developments brought about by blockchain technology. It is meant to serve
as a safe and regulated substitute for private cryptocurrencies. Overall, as the country works to develop a
balanced regulatory environment that fosters innovation while protecting consumers and preserving
financial stability, India's cryptocurrency landscape is changing to reflect both the benefits and problems
posed by digital assets.

As per an article published in India Today “In the bustling digital corridors of India's economy,
cryptocurrency is stirring conversations and controversy as it presents a new frontier in the financial
landscape. The country stands at the crossroads of a significant transformation, with a burgeoning young
population keen on technological innovations and a government cautious of rapid, unregulated growth in
digital currencies. As India grapples with the twin challenges of promoting digital innovation and ensuring
financial stability, the trajectory of crypto adoption reveals a complex interplay of opportunities and
challenges.”® The efficient regulation of cryptocurrencies in India is hampered by a number of issues. The
instability of virtual currencies puts investors and the stability of the economy in danger, while security
issues about fraud and hacking make matters worse. Illegal acts like money laundering thrive in an
environment devoid of a well-organized regulatory framework. Due to a lack of appropriate consumer
protection, investors are still at risk from fraud and market manipulation.

The public's acceptance of and interest in cryptocurrencies is growing, which has increased the demand
for regulatory clarification. The ability of cryptocurrencies helps to promote innovation in payment
systems and improve financial inclusion. The Indian government's evolving position on cryptocurrencies

7 Current status of cryptocurrency in India. https://www.legalserviceindia.com/legal/article-9660-current-status-of-

cryptocurrency-in-india.html

8 India Today. (2024, April 28).Crypto adoption in  emerging markets: Opportunities and
challenges. https://www.indiatoday.in/education-today/featurephilia/story/crypto-adoption-in-emerging-markets-
opportunities-and-challenges-2527354-2024-04-15
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strikes a balance between the need for regulation and innovation. Developments in blockchain technology
and the introduction of digital currencies issued by central banks, such as the Digital Rupee.

Scope of the Article

This article explores significant historical developments, the contemporary environment, and the effects
of government regulations in an effort to provide a thorough analysis of the evolution, current state, and
regulatory problems of cryptocurrencies in India.

Objective of the Study

This article's goal is to examine the legal and regulatory environment that surrounds cryptocurrencies in
India, with a special emphasis on the Digital Rupee, the Reserve Bank of India's (RBI) proposed Central
Bank Digital Currency (CBDC). The objective of this research is to examine the increasing importance of
virtual currencies and their potential effects on India's legal system, financial system, and economy.
Examining how the Digital Rupee could provide a safe and regulated substitute while addressing the
hazards associated with uncontrolled, decentralised digital currencies is crucial, especially since
cryptocurrencies like Bitcoin are garnering attention on a worldwide scale. The article also aims to
determine if decentralised cryptocurrencies, considering their potential to spur innovation, financial
inclusion, and involvement in the global digital economy, should be legalised in India. It will assess the
difficulties that cryptocurrencies present, such as their volatility, fraud risks, and illicit use, and how India
might create a regulatory framework that both allays these worries and promotes the development of new
digital currencies. The paper also seeks to offer recommendations for the successful adoption of the Digital
Rupee. It will look at how India can create strong technology infrastructure, legal frameworks, and public
awareness to smoothly incorporate virtual currencies into the economy while maintaining monetary
stability. The article aims to provide thorough insights into India's developing cryptocurrency policies and
future directions by looking at these important areas.

Review of Literature

“The impact of cryptocurrency on Indian frugality has been a content of interest recently. The study by
Srinivas, M., Murthy, V. R., & Raju, S., in the International Journal of Creative Research Thoughts (IJCRT)
has explored its counteraccusations on fiscal addition, nonsupervisory challenges, and request dynamics.”®
This section reviews being literature to give a comprehensive understanding of how cryptocurrency
influences India's profitable geography." Cryptocurrency, particularly Bitcoin, has shaped the geography
of digital finance since its commencement in 2009, promoting the conception of decentralized currency
beyond governmental control. This decentralization has drawn attention encyclopedically, leading to the
proliferation of colourful cryptocurrencies with different operations. In India, cryptocurrency
relinquishment has been fueled by the increased operation of mobile bias, digital payment systems, and a
growing interest in nontraditional banking results. Despite this growth, India’s nonsupervisory station has
been complex. The Reserve Bank of India( RBI) banned fiscal institutions from handling cryptocurrencies
in 2018 due to enterprises over consumer protection and implicit abuse similar to plutocrat laundering.
This ban was lifted by the Supreme Court in 2020, revitalizing the request but immortalizing query in

9 Srinivas, M., Ramachandra Murthy, V., & Shathaboina Raju., (2023). IMPACT OF CRYPTOCURRENCY ON THE INDIAN
ECONOMY. In International Journal of Creative Research Thoughts (IJCRT), International Journal of Creative Research
Thoughts (IJCRT) (Vol. 11, Issue 8, pp. h49—-h50) [Journal-article]. https://ijcrt.org/papers/IJCRT2308786.pdf
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nonsupervisory practices. Comparatively, other countries illustrate a range of nonsupervisory approaches.
The United States has espoused a cold-blooded nonsupervisory frame, where state and civil rules classify
some cryptocurrencies as securities under the horizon of the SEC. Japan has openly embraced
cryptocurrencies, legalizing and regulating exchanges to promote secure deals. On the negative, China,
while banning cryptocurrency exchanges and original coin immolations( ICOs), is exploring its digital
currency( the Digital Yuan). Switzerland presents a probative model, with nonsupervisory clarity fostering
blockchain and cryptocurrency inventions. The rapid-fire rise of cryptocurrency in India is sustained by
several crucial factors, including its decentralized nature that appeals to those cautious of political
influence, lower sale freights compared to traditional banking, and the eventuality of high returns. Peer-
to-peer deals eased by cryptocurrencies further attract druggies by barring interposers, enhancing
effectiveness, and promoting fiscal inclusivity. The combination of technological progress and profitable
interest continues to propel cryptocurrency's growth, although significant pitfalls similar to
nonsupervisory nebulosity, implicit fiscal insecurity, and cybersecurity pitfalls remain current.

“The paper by Deepanjali Kumari in the National Centre for Good Governance (NCGG) focuses on the
transition to a digital currency system in India, specifically, the preface of the e-rupee holds significant
eventuality for fiscal metamorphosis but presents multitudinous challenges.”’® The exploration explores
the digital payment structure in India, which includes systems like the Unified Payments Interface( UPI),
Real-Time Gross Agreement ( RTGS), and National Electronic Finance Transfer( NEFT). These
inventions have made India a global leader in digital payments. Still, despite this advanced structure, the
shift to a CBDC faces hurdles related to availability, especially in pastoral regions where high-speed
internet and fiscal knowledge are limited. The Indian government’s provocations for launching the e-rupee
include addressing plutocrat laundering, reducing the use of black plutocrats, adding duty profit, and
furnishing a secure, central-bank-covered volition to decentralized cryptocurrencies. The e-rupee is also
anticipated to lower the costs associated with the product, distribution, and operation of physical currency.
Still, significant obstacles remain. Public disinclination and a preference for established payment styles,
similar to UPI, emphasize the challenge of satisfying people to borrow the e-rupee. The study reveals that
numerous individuals are sceptical about the benefits of the e-rupee and are concerned about its security
and trustability compared to being options. Likewise, the exploration highlights issues of scalability and
public acceptance, using empirical data and statistical analysis to illustrate these challenges. The paper
suggests that wide relinquishment will depend on several factors, including acceptable structure, stoner
education, and nonsupervisory measures that ensure security and sequestration. To make public trust and
encourage the use of thee-Rupee, the Reserve Bank of India and policymakers must address these
enterprises through strategic enterprise and mindfulness juggernauts. Overall, while the e-rupee presents
an occasion for digital advancement, its success will depend on prostrating significant socio-profitable
and technological walls.

The paper," A Study on Openings and Challenges of Cryptocurrency in India with Special Reference to
Bitcoin,"** by Deshmukh, N. A_, in the International Journal for Multidisciplinary Research (IIJFMR)
examines cryptocurrency's part, particularly fastening on Bitcoin within India's nonsupervisory and fiscal

10 Kumari, Deepanjali. (2024). Digital Currency Transition in India: Prospects, Difficulties, and Consequences. National Centre
for Good Governance (NCGG). Retrieved from http://ncgg.org.in/index.php/document?page=1

1 Deshmukh, N. A. (2023). A Study on Opportunities and Challenges of Cryptocurrency in India with Special Reference to
Bitcoin.  In International Journal for Multidisciplinary = Research [Journal-article]. https://www.ijfmr.com/special-
issues/2/86.pdf

IJFMR240631944 Volume 6, Issue 6, November-December 2024 5



https://www.ijfmr.com/
http://ncgg.org.in/index.php/document?page=1
https://www.ijfmr.com/special-issues/2/86.pdf
https://www.ijfmr.com/special-issues/2/86.pdf

i International Journal for Multidisciplinary Research (IJFMR)

IJFMR E-ISSN: 2582-2160 e Website: www.ijfmr.com e Email: editor@ijfmr.com

terrain. The study identifies cryptocurrency as a digital asset using cryptographic technology to enable
secure deals, bypassing traditional banking interposers. This technological invention, first proposed by
cryptographer David Chaum in the 1980s and later realised with Bitcoin’s commencement in 2009,
represents a significant shift in fiscal exchange styles. Unlike conventional currencies, Bitcoin and
analogous cryptocurrencies operate through decentralized networks, where deals are reused on a peer-to-
peer base, icing obscurity and sequestration for druggies. These features have challenged traditional fiscal
morals, situating Bitcoin as a revolutionary digital currency. Bitcoin’s decentralization and blockchain
technology are particularly noteworthy. Unlike traditional fiscal systems that calculate on central
nonsupervisory authorities, Bitcoin operates through a network of" miners" who corroborate deals by
working complex algorithms. Each vindicated sale is recorded on a public tally, known as the blockchain,
which makes the data transparent and inflexible. This process prevents double-spending and maintains
stoner obscurity through public and private crucial mechanisms, allowing druggies to distribute without
revealing particular information. Blockchain’s translucency and security features have garnered attention
for their implicit operations in colorful sectors, particularly in digital payments. The literature on Bitcoin’s
relinquishment in India highlights a mixed nonsupervisory geography, with both openings and challenges.
Although Bitcoin deals aren't illegal, nonsupervisory bodies like the Reserve Bank of India( RBI) have
raised enterprises over their lack of central oversight and implicit abuse. These nonsupervisory challenges
emphasize the uncertain legal status of Bitcoin in India, creating hurdles for wide relinquishment. Yet, the
paper also notes a growing interest in Bitcoin, with roughly 30,000 possessors in India, indicating implicit
growth should nonsupervisory fabrics become more favourable. Bitcoin offers several advantages as an
indispensable currency. Its decentralized nature means it isn't subject to affectation or government
manipulation, unlike edict currencies. Deals are unrecoverable and offer a high position of security against
fraud, which could make Bitcoin appealing to Indian consumers looking for a low-cost, borderless
payment system. Still, there are notable downsides, such as the threat of hacking, irreversibility of deals,
and complex specialized conditions, which make Bitcoin less accessible to individualities strange with
digital currencies.

The paper concludes that while Bitcoin and other cryptocurrencies give a promising volition to traditional
payment styles, their acceptance is limited by nonsupervisory, specialized, and security challenges. For
Bitcoin to achieve broader relinquishment in India, the government must establish clear regulations that
address these issues while securing consumer interests. As the global interest in cryptocurrencies grows,
India faces a critical decision in either embracing or confining this technology, which has the implicit to
review fiscal deals in the digital period.

Theoretical Framework

The fundamental knowledge of regulatory goals, including preserving market integrity, safeguarding
investors, and preserving financial stability, is provided by financial regulation theory. This idea
emphasises the necessity of regulating cryptocurrencies in a balanced manner, intending to reduce risks
like volatility and fraud while promoting innovation. Innovation Diffusion Theory'? and the Technology

12 The diffusion of innovations theory is a hypothesis outlining how new technological and other advancements spread
throughout societies and cultures, from introduction to widespread adoption. The diffusion of innovations theory seeks to
explain how and why new ideas and practices are adopted, including why the adoption of new ideas can be spread out over
long periods.

Halton, C. (2023, December 14). Diffusion of Innovations Theory: Definition and Examples.

Investopedia. https://www.investopedia.com/terms/d/diffusion-of-innovations-theory.asp
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Acceptance Model (TAM) are two examples of technology adoption models that provide insights into how
institutions and users see and use cryptocurrencies. These models aid in comprehending the variables
affecting the adoption of digital currencies and guide regulatory approaches that both allay fears and
promote positive adoption. The Economic Policy Framework uses cost-benefit analysis to look at the
larger effects of cryptocurrencies on monetary policy and economic stability. This method assists in
weighing the possible dangers of market instability against the economic benefits of innovation and
financial inclusion. To create a strong regulatory environment, Legal Frameworks and Compliance also
prioritise protecting consumers and maintaining market integrity by referencing global best practices.
Integrating different theoretical viewpoints, the framework offers a holistic perspective on the potential
and problems related to cryptocurrency regulation. This helps to guide the development of successful laws
that strike a balance between risk management and innovation.

Legal Framework

The dynamic and complex legal structure governing cryptocurrencies in India is a result of changing
judicial rulings, legislative proposals, and regulatory measures. To reduce risks related to volatility and
financial stability, the Reserve Bank of India (RBI) first imposed a ban on financial institutions that dealt
with cryptocurrencies in 2018. But the Supreme Court declared this prohibition to be unlawful in March
2020, overturning the previous one. In response, the RBI has shifted its attention to creating the Digital
Rupee, a Central Bank Digital Currency (CBDC), while continuing to take a cautious approach to private
cryptocurrencies. Although it has not released any particular regulations, the Securities and Exchange
Board of India (SEBI) indicates that features of cryptocurrency trading and Initial Coin Offerings (ICOs)
may fall under the purview of securities legislation. The proposed Cryptocurrency and Regulation of
Official Digital Currency Bill is one piece of legislation that attempts to introduce the Digital Rupee and
regulate private cryptocurrencies. The framework is still being influenced by court decisions and ongoing
legal discussions, which emphasise the necessity of clear and sensible laws. Digital assets, including
cryptocurrency holdings, were formally classified by the government as "Virtual Digital Assets." “The tax
rate on income derived from the transfer of virtual digital assets, including cryptocurrency and NFTs, is
30%. When reporting income from the transfer of digital assets, no deduction will be permitted other than
the acquisition cost. Digital asset losses cannot be deducted from other sources of income. Giving digital
assets as gifts will result in taxation for the recipient. One virtual digital currency's losses cannot be offset
by those of another digital currency. Starting July 1, 2022, 1% TDS will be applied to all sales of virtual
digital assets (VDAs), such as cryptocurrencies and NFTs.”*® “The Digital Currency Bill proposes a
regulatory authority called the Digital Currency Board of India (DCBI). The authority is responsible for
controlling and regulating cryptocurrency in India. The other regulatory authorities are the Reserve Bank
of India (RBI, the Ministry of Finance, and the Securities and Exchange Board of India (SEBI). The SEBI
monitors investment activities, the RBI monitors banking aspects, and the Ministry of Finance shapes the
digital currency ecosystem. The Digital Currency Board of India (DCBI), Reserve Bank of India (RBI),
Ministry of Finance, and the Securities and Exchange Board of India (SEBI) control and regulate
cryptocurrency in India. The SEBI monitors investment activities, the RBI monitors banking aspects, and

13 Surana, E. (2024, July 9). Taxation on Cryptocurrency: Guide to crypto taxes in India 2024.
Cleartax. https://cleartax.in/s/cryptocurrency-taxation-guide
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the Ministry of Finance shapes the digital currency ecosystem.”** Furthermore, the Income Tax Act levies
taxes on bitcoin transactions, and current know-your-customer and anti-money laundering laws are
applicable. The creation of the Digital Rupee is a big step towards a regulated digital currency market as
India works through these difficulties.

Impact of the Cryptocurrency and Regulation of Official Digital Currency Bill

The Cryptocurrency and Regulation of Official Digital Currency Bill would have a significant impact on
India's cryptocurrency ecosystem and overall financial environment if it were to become law. The measure
would provide private cryptocurrencies like Ethereum, Bitcoin, and others precise legal definitions and
status. By eliminating the existing ambiguity, this clarification would make the cryptocurrency industry
safer for both investors and companies. However, the use and trading volume of private cryptocurrencies
may drastically decrease if the bill places severe restrictions or outright bans on them. The heightened
regulatory scrutiny and possible legal risks may discourage investors, who may instead turn their attention
to the Digital Rupee and other compatible digital assets. The Reserve Bank of India (RBI) would launch
the Digital Rupee, a Central Bank Digital Currency (CBDC), upon the bill's implementation. A safe and
regulated substitute for private cryptocurrencies would be this state-backed digital currency. Offering a
dependable medium of exchange and possibly expanding financial inclusion by making digital payments
more widely available, would improve the ecology surrounding digital payments. Further integrating India
into the global digital economy, the Digital Rupee may also make cross-border transactions simpler and
less expensive. Strong investor protection measures will be put in place by the law, such as stringent Know
Your Customer (KYC) and Anti-Money Laundering (AML) regulations for cryptocurrency exchanges and
service providers. By taking these steps, the risks of fraud and market manipulation would be decreased
while market transparency would be increased. A stronger regulatory framework would provide investors
with more security and trust, reducing the risks and volatility of bitcoin investments. A thorough legal
framework for the usage, exchange, and issue of cryptocurrencies in India would be established by the
law. The law would guarantee uniform and coordinated execution of regulations by establishing a central
regulatory body to supervise cryptocurrency operations. As a result, the regulatory environment would
become more stable and predictable, attracting both global and domestic investment in the Indian
cryptocurrency sector. The precise rules would also make it easier to create new financial services and
products, encouraging creativity while preserving regulatory control. The measure would make cross-
border collaboration and transactions easier while adhering to international norms and best practices.
India's standing in the worldwide financial community would improve as a result of this alignment, which
would assist the nation in addressing global issues like money laundering and terrorism financing. The
measure would also highlight the necessity of a flexible regulatory framework that can adjust to market
developments and technology breakthroughs, guaranteeing that laws stay applicable and efficient in the
rapidly changing Bitcoin ecosystem. An important step toward regulating the cryptocurrency business in
India would be the enactment of the Cryptocurrency and Regulation of Official Digital Currency Bill. In
addition to bringing India's regulatory system into compliance with international norms, it will improve
investor protection, bring about much-needed legal clarity, and encourage the growth of the Digital Rupee.
However, the bill's ability to strike a balance between the necessity for regulation and the advancement of
financial inclusion and innovation would determine its success.

14 Omkar. (2024, November 13). Cryptocurrency regulations in India: All you need to know. KYC Hub.
https://www.kychub.com/blog/cryptocurrency-regulations-in-india/
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Judicial Representation

Internet and Mobile Association of India (IAMAI) v. Reserve Bank of India (2020):

RBI issued a circular on April 6, 2018, directing banks and financial institutions to stop dealing with
cryptocurrency-related businesses. “Reserve Bank has repeatedly cautioned users, holders and traders of
virtual currencies, including Bitcoins, regarding various risks associated with dealing with such virtual
currencies. Given the associated risks, it has been decided that, with immediate effect, entities regulated
by RBI shall not deal with or provide services to any individual or business entities dealing with or settling
VCs. Regulated entities which already provide such services shall exit the relationship within a specified
time.”'® IAMAI challenged the circular, arguing it was disproportionate and violated the fundamental right
to practice any profession, trade, or business under Article 19(1)(g) of the Indian Constitution. The
Supreme Court of India ruled in favour of IAMAI. The court held that the RBI’s circular was
unconstitutional, violating the right to trade or business. The court found the RBI’s action to be
disproportionate without sufficient evidence of harm caused by cryptocurrencies.

Suggestions

Create a lucid regulatory structure: To prevent confusion, specify the legal standing of cryptocurrency.
This entails defining rules for their use and trading as well as indicating whether they are regarded as
securities, commodities, or digital assets. Assuring a centralised approach to regulation, choose a primary
regulatory body to supervise cryptocurrency operations. This organisation might cooperate with currently
operating financial regulators such as the Securities and Exchange Board of India (SEBI) and the Reserve
Bank of India (RBI)

Implementation of Laws: Implement laws about cryptocurrencies expressly, including regulations for
usage, issue, and trade. Aspects including investor protection, counterterrorism financing, and anti-money
laundering (AML) should be covered. To establish a unified digital currency ecosystem, combine the
regulation of private cryptocurrencies with that of the Central Bank Digital Currency (CBDC).

Put in Place Sturdy Consumer Protection Mechanisms: Require complete disclosure of all terms and
dangers related to cryptocurrency investing. Ensure investors know the possible hazards and volatility
associated with virtual currency. Provide systems to identify and stop frauds and fraud in the Bitcoin space.
For exchanges and wallet providers, this includes strict Know Your Customer (KYC) and Anti-Money
Laundering (AML) regulations.

Encourage Creativity while Maintaining Stability: Establish a regulatory sandbox where creative
Bitcoin solutions can be tested under regulatory guidance. This can assist in identifying possible problems
and improving restrictions without inhibiting creativity. Make sure that laws are adaptable enough to
consider new developments in technology without compromising consumer protection or financial
stability.

Strengthen Reporting Requirements and Transparency: Mandate that companies and cryptocurrency
exchanges register transactions and keep records for auditing purposes. This helps to ensure that
regulations are followed and market activity is monitored. Educate and raise public knowledge of
cryptocurrencies, their possible hazards, and any upcoming regulatory changes. This aids in
comprehending regulatory requirements and making well-informed investing judgements.

15 AIR 2021 SUPREME COURT 2720, AIRONLINE 2020 SC 298 https://indiankanoon.org/doc/12397485/
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Sync up with global standards: To maintain uniformity and ease cross-border transactions, according to
international regulatory standards and best practices for Bitcoin regulation. To solve global cryptocurrency
concerns including fraud and money laundering, as well as to exchange views on successful regulatory
procedures, and engage in international discourse and cooperation.

Frequent Evaluation and Modification: Review and update laws frequently to stay current with the
quickly changing Bitcoin market. This entails evaluating the effects of regulatory actions and adjusting as
necessary. Involve a range of stakeholders in the regulatory process, such as financial institutions,
consumer advocacy organisations, and industry experts, to guarantee that different viewpoints are
considered and that the policies are workable.

By implementing these recommendations, India can establish a fair and efficient regulatory framework
that fosters innovation in the cryptocurrency industry while maintaining international standards
compliance, financial stability, and consumer protection.

Future Prospects

“The future of cryptocurrency is a landscape defined by unprecedented growth, maturation, and
integration. The industry must remain vigilant in addressing challenges such as security, regulatory
compliance, and environmental impact to sustain the trust and confidence of its diverse user base. The
collective efforts of developers, regulators, and stakeholders will play a pivotal role in shaping this
future.”'® The future of cryptocurrencies in India depends on changing market conditions, technological
advancements, and legislative frameworks. The government is currently examining bills like the
Cryptocurrency and Regulation of Official Digital Currency Bill, which seeks to create a structured
approach to digital assets. As a result, the regulatory landscape is currently changing. This landscape is
predicted to be significantly shaped by the Reserve Bank of India's plan to launch the Digital Rupee, or
Central Bank Digital Currency (CBDC), which may integrate private and state-backed digital currencies.
We expect a rise in the use of cryptocurrencies in India's financial systems as regulatory clarity increases.
Blockchain technology may be used by financial institutions to improve cross-border transactions and
payment processing, spurring additional innovation in fields like decentralised finance (DeFi). Thanks to
the expansion of platforms that accept cryptocurrencies and the upbeat attitude of the market, this
integration may result in a wider adoption among institutional and retail investors. Future cryptocurrency
developments will be greatly impacted by technological breakthroughs. The functioning of digital assets
will be improved and present issues will be addressed via innovations focused on scalability,
interoperability, and security. India is well-positioned to contribute to these improvements, perhaps
promoting a more stable and secure bitcoin environment, thanks to its thriving tech industry and startup
ecosystem. However, there are still issues like security threats and market volatility. Price swings can
affect investor confidence and market stability, and exchanges and transactions involving cryptocurrencies
are vulnerable to fraud and cyberattacks. Resolving these problems will be essential to preserving market
stability and confidence. Education and public opinion will also be crucial. Developing a greater
knowledge and comprehension of cryptocurrencies might encourage responsible use and well-informed
decision-making. India can establish a robust cryptocurrency ecosystem that supports its financial

16 Patel, E. (2023, December 4). The future of crypto: Top trends for 2024. The Economic
Times. https://economictimes.indiatimes.com/markets/cryptocurrency/the-future-of-crypto-top-trends-for-
2024/articleshow/105717702.cms?from=mdr
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development and expansion by striking a balance between innovation, efficient regulation, and market risk
management.

Conclusion

Legalising and controlling cryptocurrencies in India is a difficult but necessary task for decision-makers,
financial authorities, and interested parties. The necessity for a comprehensive and well-defined regulatory
framework is highlighted by the constantly changing legal landscape, which is shown by the 2020 verdict
of the Supreme Court and current legislative proposals. India can give the digital currency market much-
needed clarity and stability by setting clear rules outlining the legal status of cryptocurrencies and
establishing a single regulating body. Robust consumer protection measures, such as full disclosure
obligations and fraud prevention techniques, should be integrated within a well-structured regulatory
framework. Innovation should also be encouraged through programs like regulatory sandboxes.
Additionally, addressing cross-border issues and enhancing regulatory efficacy will be made possible by
adhering to international norms and participating in international collaboration. Regulations must be
reviewed often and adjusted as needed to keep up with changes in the market and technology. India can
establish a climate that strikes a balance between the advantages of Bitcoin innovation and the
requirements for consumer safety and financial stability by implementing these policies. This well-
rounded strategy will protect investors' interests and those of the larger financial system in addition to
fostering the expansion of digital currencies.
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