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		Abstract

		Two paradoxes of cryptocurrency today both concern the relation between centralized and decentralized finance. The first paradox is that currently decentralized and novel institutions like Bitcoin depend on an ecosystem filled with institutions closely resembling more centralized financial intermediaries of the past. The intertwining of decentralization and centralization in this ecosystem is one of the central features of crypto today. These financial intermediaries are, in turn, regulated by the most centralized entity of allâ€”the state. Thus, one emerging question for crypto today is how much even decentralized financial institutions need more centralized financial intermediaries to operate. Initially crypto does need such intermediaries, and thus its ecosystem will be subject to regulation for agency costs reasons, even when a particular form of crypto, such as Bitcoin, itself is not so subject.  The paradox will be resolved only if these intermediaries can also be decentralized with the aid of the blockchain.

The second paradox is that while Bitcoin began as a radical libertarian project, it now inspires central bank digital currency, which ironically can give far more power to the government over the financial lives of its citizens than government has today. Perhaps even more ironically, the presence of that power and its possible abuse may give greater impetus to Bitcoin and other crypto as citizens flee a form of fiat currency that can give the government more authority over their lives. Decentralized and centralized financial institutions remain in fundamental tension in their structures, even when they both use the blockchain.  Nevertheless, in the future they may feed off one another. 
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