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CRYPTOCURRENCY FOR OHIO TAX PAYMENTS

Foreword
Supporters of the Blockchain Research Institute are, as a
rule, forward thinkers who have already acknowledged the
transformational power of blockchain technology. People and
corporations are already using bitcoin and other cryptocurrencies
to buy a myriad of goods and services. In fact, true cybercurrency
evangelists want to wean themselves off fiat altogether. Skeptics,
however, dismiss the viability of cybercurrencies as long as citizens
cannot use them to pay taxes or secure government services.
Developing technological solutions to do so is only part of the
challenge—navigating multiple regions and political players is equally
daunting.

Skeptics dismiss the
viability of cybercurrencies
as long as citizens cannot
use them to pay taxes
or secure government
services.

In this case study, we explore how the State of Ohio is addressing
this issue as part of an overall plan to brand itself as an innovation
hub. Taxation is complicated, often unwieldy, and sometimes
intimidating, especially when it involves multiple jurisdictions.
Blockchain technology can improve the taxation process in several
important ways. The process can become more automated, accurate,
and user-friendly. Fraud and duplication of work can be significantly
reduced. This case study discusses the upside and the downside of
using cybercurrencies to pay taxes.
Since so much of the value of this case study deals with
implementation best practices (and potential pitfalls), we needed to
engage a thought leader who is also a practitioner. Alastair Marke
more than meets these criteria. He is the director-general of the
Blockchain Climate Institute and regional director for Western Europe
of the Blockchain Commission for Sustainable Development. He
works with clients such as the European Commission, AusAID, and
the NDC Partnership. His areas of expertise include governance, food
and energy security, and emissions trading.
DON TAPSCOTT
Co-Founder and Executive Chairman
Blockchain Research Institute
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Case in brief
»» In November 2018, Josh Mandel, then Ohio’s treasurer,

Ohio aimed to project that
it would become a leading
national “technology hub”
that welcomed businesses.

announced that Ohio residents would have the option of
paying their taxes with cryptocurrencies. As the first state
government to make this move, Ohio aimed to project that
it would become a leading national “technology hub” that
welcomed businesses.

»» The state is rolling out its “crypto-taxation” initiative in

two phases. In Phase I, the Ohio government launched a
website (OhioCrypto.com) that allowed companies to pay
for 23 different taxes with bitcoin. Small and medium-sized
enterprises were expected to use the site to pay corporate
taxes. In Phase II, officials hoped to include individuals who
wanted to pay income taxes with cryptocurrencies other than
bitcoin.

»» Rather than retain or process any cryptocurrency itself, the

Ohio government appointed a third-party processor, BitPay,
to be responsible for exchanging the cryptocurrencies into
US dollars and depositing them into government accounts.
BitPay also set the exchange rate for all transactions on this
taxation platform.

»» This research aimed to demonstrate one of the potential

uses of blockchain in the financial system―the use of
cryptocurrency for taxation. The research focused on the
state of Ohio, the government of which had strong support
from relevant stakeholders in the private sector.

»» The use case gives us a sense of the social, political,

and entrepreneurial acceptance of early adoptions of
blockchain at a governmental level. The outcomes should
inform policymakers of more efficient options to implement
blockchain-related initiatives while maximizing their public
impact.

The emergence of
blockchain in managing
financial transactions is
causing the discussion
to shift toward
smart contracts and
cryptocurrency.

Introduction
Over the past century, technology has modified how governments,
businesses, and civil society approach their regulation systems and
resource management. The emergence of blockchain in managing
financial transactions is causing the discussion to shift toward smart
contracts and cryptocurrency.
Blockchain has modified and simplified the way individuals and
organizations interact by increasing transparency and trust in daily
transactions. One use of blockchain proposed for further improving
financial systems—specifically, taxation systems—includes real-time
tax compliance through the acceptance of cryptocurrency as a valid
payment for business taxes.

4
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Although diverse stakeholders all over the world are investing
in research and development of blockchain, the adoption of new
technologies that overhaul well-established systems often comes
with controversy. Hence, there is a pressing need to understand
how social mechanisms are evolving around the adoption of these
technologies. The case of Ohio is worth studying because of its early
adoption of blockchain in its taxation system. Despite the political
uncertainties, the state has strong support from the business sector.
This paper aims to develop a case study on one potential use of
blockchain in the financial system―the use of cryptocurrency for
taxation. The research will generate a deeper understanding of
social, political, and entrepreneurial acceptance of early adoptions
of blockchain at a governmental level. The outcomes of this analysis
will inform policymakers of an efficient option for implementing
blockchain-related initiatives while maximizing their social impact.

State of Ohio: The first American cryptotax collector
The adoption of new
technologies that overhaul
well-established systems
often comes with
controversy.

On 26 November 2018, Josh Mandel, then-treasurer of the State
of Ohio, announced that Ohio residents would receive the option of
paying their taxes with cryptocurrencies. Ohio was the first state
government to make this move.
Mandel explained that the main reasoning behind this decision to
allow taxpayers to pay in bitcoin was to provide them with more
options. He has noticeably shown personal support for the idea
of transforming Ohio into a blockchain technology innovation

Columbus Ohio City Urban Buildings Skyscrapers by 12019, 2016, used under
Pixabay license, accessed 10 May 2019.
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The tax initiative was
branded as a flagship
scheme that would
stimulate business
investment in Ohio, which
was thirsting for a great
density of talent and earlystage companies.

center.1 Bernie Moreno, a key opinion leader in Ohio’s business
community, worked with Mandel to lobby the state legislature on
this initiative. Together with Ari Lewis, then-advisor to the State
of Ohio on cryptocurrencies, they argued that Ohio, as one of the
first states accepting cryptocurrency, would be planting the flag
and projecting to the rest of the country that Ohio was to become a
national “technology hub.” This initiative was branded as a flagship
scheme that would stimulate business investment and partnerships
for Ohio, which was thirsting for a great density of talent and earlystage companies.2 In parallel, the “crypto-taxation” initiative would
be compatible with other programs such as the Ohio Checkbook to
meet the state’s target: to increase administrative efficiency and
transparency by creating a culture that welcomes—rather than
a bureaucratic process that slows down—frontier technologies,
software developers, technology ventures, and entrepreneurs who
are starting blockchain-related businesses in Ohio.3 Said former
advisor Ari Lewis:
Ohio does not want only to be a blockchain hub but a
technology hub. … There is the preconceived notion that if you
are a cutting-edge technology business, you have to be on the
coast (California, New York, Washington, and Massachusetts).
[The Ohio government] wants emerging technology companies
to choose Ohio because [the state] is progressive, and not
only because other businesses are choosing to use new
technologies, but because the government is doing it; the
government is affording it. So, we wanted to signal to other
people and other places that Ohio is open to business.4

The wider sociopolitical context
There were similar initiatives in Illinois and Georgia, but their state
legislatures rejected the relevant bills. Other states had been
working toward the adoption of blockchain applications, although
those efforts were focused on different routes of action such as the
approval of using smart contracts in Arizona and Delaware as legal
documentation. This is a breakthrough against the wider panorama
of national politics. Some congressional representatives have
campaigned against the use of blockchain and some of its potential
applications.

Some congressional
representatives have
campaigned against the use
of blockchain and some of
its potential applications.

Brad Sherman, a Democrat who represents the state of California,
has been one of the most recognized public faces against the
inclusion of cryptocurrency as a normalized option for governmental
processes. His famous statement, “Cryptocurrency accomplishes
nothing except facilitating terrorism, narcotics, and tax evasions,”
reflects Sherman’s reasoning on the application of this technology.5
In contrast, the private sector has been the major promoter of
these technologies. Bernie Moreno, a car dealer and technology
entrepreneur, has created a $150 million blockchain technology
incubator, Blockland Cleveland. In December 2018, days after Ohio’s
crypto-taxation initiative was announced, Blockland Cleveland hosted
a major event―the Blockland Solutions Conference―a series of
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activities that Moreno arranged to raise the profile of Cleveland as
a center for blockchain-related ventures and innovation. As a result
of this conference, seven different venture funds announced their
commitment to investing $100 million in early-stage blockchain startups.

Seven different venture
funds announced their
commitment to investing
$100 million in early-stage
blockchain start-ups.

Phasal introduction of the “crypto-taxation” initiative
The “crypto-taxation” initiative was rolled out in two phases. In Phase
I, the Ohio government launched a website (OhioCrypto.com) that
allows companies to pay for 23 different taxes with bitcoin. Mandel
expected that the website would be used primarily by small and
medium-sized enterprises to pay their corporate taxes.6 There is a
range of taxes that could be paid through cryptocurrencies.7

Chestnut Buckeye Fruits Red Shiny Sting by Couleur, 2016, used under Pixabay
license, accessed 10 May 2019.

Taxes on consumption
»» 911 wireless charges: A 911 service charge is imposed on

each retail purchase of prepaid wireless telecommunications
service occurring in this state. Sellers of prepaid wireless
telecommunications service shall collect the 911 service
charge at the rate of 65 cents from the consumer on each
retail transaction occurring in this state.

»» Cigarette/other tobacco products tax: The tax is paid primarily
by wholesale dealers through the purchase of stamps
(tax indicia) that are affixed to cigarette packs. Retailers,
individuals, and other consumers are responsible for paying
the tax on cigarettes not taxed at the wholesale dealer level.
The tax commissioner can authorize dealers to purchase
the tax indicia on credit payable within 30 days during July

7
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through April. The cigarette tax is credited to the state
General Revenue Fund. In fiscal year 2005, total receipts from
the sale of stamps were almost $551.4 million (not including
other tobacco products).

»» Consumer’s use tax: The Ohio sales and use tax applies to the
Taxes on consumption
»» 911 wireless charges
»» Cigarette/tobacco
products tax

»»
»»
»»
»»
»»
»»
»»

Consumer’s use tax
Direct pay permit
International fuel tax
Kilowatt-hour tax
Motor vehicle fuel tax
Natural gas taxes
Non-resident motor
vehicle sales tax

»» Petroleum activity tax
»» Sales tax

retail sale, lease, and rental of tangible personal property as
well as the sale of selected services in Ohio. In transactions
where sales tax was due but not collected by the vendor or
seller, a use tax of equal amount as the seller’s use tax is due
from the customer. The state sales and use tax rate is 5.75
percent. Counties and regional transit authorities may levy
additional sales and use taxes.

»» Direct pay permit: A “direct payment permit holder” is a

taxpayer whom the tax commissioner has authorized to make
direct payment of state and local sales and use tax to the
Ohio Department of Taxation rather than paying the tax to the
seller at the time the direct payment permit holder purchases
goods and services subject to state and local sales and use
tax.

»» International fuel tax agreement (IFTA) license: This tax

requires the annual renewal of an IFTA license if a qualified
vehicle crosses state lines. Qualified vehicles include those
that have three axles or more and those that have a gross
vehicle weight of 26,001 pounds or greater—including all
trailing (towed) units.

»» Kilowatt-hour (kWh) and thousand cubic feet (Mcf) taxes:

Senate Bills 3 and 287 respectively instituted taxes on the
distributors of electricity and natural gas, and these taxes
are named for the units measured to calculate the taxes due.
A thousand cubic feet of gas is equal to approximately one
million British thermal units (BTUs).8

»» Motor vehicle fuel tax: An excise tax applies to all dealers in

motor vehicle fuel on the use, distribution, or sale within Ohio
of fuel used to generate power for the operation of motor
vehicles. The motor fuel excise tax rate has been 28 cents per
gallon since 1 July 2005. Motor vehicle fuel wholesale dealers,
rather than retailers, remit the tax.

»» Non-resident motor vehicle sales tax: This tax applies to all

sales of motor vehicles by an Ohio motor vehicle dealer to
a non-resident who removes the vehicle from Ohio to be
titled, registered, or used outside Ohio, whether in another
state or in a foreign nation. This provision does not affect the
application of sales tax to motor vehicle purchases by Ohio
residents.

»» Petroleum activity tax (PAT): Beginning on 1 July 2014,

receipts from the sale, transfer, exchange, or other disposition
of motor fuel became excluded from the definition of gross
receipts for purposes of the commercial activity tax (CAT).
At that time, suppliers of motor fuel began to pay the

8
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According to
TheFactFile.org, Holmes
County, Ohio, has the
second largest Amish
community in the United
States, after Lancaster
County, Pennsylvania.

replacement PAT, which is an excise tax measured by a
supplier’s gross receipts from the sale, transfer, exchange, or
other disposition of motor fuel in this state. The PAT is levied
on the supplier of motor fuel and measured by the supplier’s
gross receipts from the first sale, transfer, exchange, or
other disposition of motor fuel in Ohio to a point outside of
the distribution system. The PAT is levied at a rate of 0.65
percent. Unlike the CAT, there is no annual minimum tax
(AMT), nor is there an exclusion corresponding to that AMT.

»» Sales tax: The state general sales tax rate of Ohio is 5.75

percent. Ohio cities and/or municipalities don’t have a local
sales tax.

Farm Agriculture Field Amish Ohio Agricultural by OlinEJ, 2017, used under
Pixabay license, accessed 10 May 2019.

Taxes on income
»» Municipal net profit tax: Municipal net profit taxes have

historically been administered by each municipal corporation
that imposes a tax, or a third-party administrator working on
behalf of the municipal corporation. If a business operates
in multiple municipal corporations, the business would have
to file a tax return for each municipal corporation in which it
does business.

»» Pass-through entity tax: This tax is an alternative method

for the collection of tax on the distributive shares of income
earned by qualifying investors from their investment in any
qualifying pass-through entity doing business in Ohio. The
pass-through entity tax is not so much a separate tax but
rather a mechanism designed to collect individual income tax
or corporate franchise tax which is otherwise due and payable
by pass-through entity investors pursuant to Ohio tax law.

9
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A pass-through entity is an S corporation, partnership, or a
limited liability company treated as a partnership for federal
income tax purposes.

»» Withholding tax: Employers are required to file state and

Taxes on income and
savings
»»
»»
»»
»»

Municipal net profit tax
Pass-through entity tax
Withholding tax
Interest on lawyers’ trust
accounts

»» Individual income tax

(excluded from Phase I)

school district income tax withholding returns and make
payment of the withheld taxes through the Ohio Business
Gateway.

»» Individual income tax: Every Ohio resident and part-year

resident are subject to the Ohio income tax law. Examples of
Ohio-sourced income include wages, Ohio lottery winnings,
Ohio casino gaming winnings, and profits from Ohio property,
a sole proprietorship, or pass-through entity conducting
business in Ohio.9 In the first phase, individuals were not able
to pay taxes in cryptocurrencies. In Phase II, the target users
of the online platform would expand to individuals who intend
to pay individual income taxes with multiple cryptocurrencies
other than bitcoin.10

Taxes on savings
»» Interest on lawyers’ trust accounts (IOLTA): The IOLTA

program was established by the Ohio General Assembly
in 1985, followed by the interest on trust accounts (IOTA)
in 1995. The interest earned on these accounts generates
revenue for the state’s legal aid fund. Under the IOLTA/IOTA
programs, lawyers and title agents must place pooled escrow
funds in interest-bearing accounts with interest remitted by
financial institutions to the state treasurer for deposit into the
legal aid fund.

Taxes on property
»» Commercial activity tax (CAT): The CAT is an annual tax

imposed on the privilege of doing business in Ohio, measured
by gross receipts from business activities in Ohio. Businesses
with Ohio taxable gross receipts of $150,000 or more per
calendar year must register for the CAT, file all the applicable
returns, and make all corresponding payments.

»» Financial institution tax (FIT): The FIT is a new tax for many

corporations previously subject to the corporation franchise
tax. Beginning with tax year 2014, and continuing for every
tax year thereafter, the FIT is a business privilege tax that is
imposed on financial institutions organized for profit and doing
business in Ohio or otherwise having nexus in or with this
state under the Constitution of the United States.

»» Municipal income tax for electric light and telephone

companies: Each electric light company and each local
exchange telephone company having taxable nexus with Ohio
and having property, payroll, or sales in any Ohio municipality
that has enacted a municipal income tax is subject to the
Ohio Revised Code Chapter 5745 municipal income tax.

10
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After determining the taxpayer’s Ohio income apportioned
to a particular municipality, the tax for that municipality
is computed by multiplying that income by the tax rate
determined by the municipality.

»» Natural gas distribution tax: When natural gas is purchased
Taxes on property
»» Commercial activity tax
»» Financial institution tax
»» Municipal income tax

for electric light and
telephone companies

»» Natural gas distribution
tax

»» Premium insurance tax
»» Public utilities tax
»» Seller’s use tax
»» Severance tax
»» Streamlined sales tax

from a public utility natural gas distribution company, it is not
subject to Ohio sales or use tax. The natural gas distribution
company must pay a gross receipts excise tax at the rate of
4.75 percent, which is recovered in the rates charged for the
natural gas.

»» Premium insurance tax: The tax is paid by insurance

companies and applies to the gross amount of premiums
from policies for Ohio risks by insurance companies organized
under Ohio law. The rate is 1.4 percent of gross premiums. An
additional tax of 0.75 percent applies to fire insurance gross
premiums. The minimum tax is $250.

»» Public utilities tax: The public utility excise tax, a tax for

the privilege of doing business in Ohio, is payable by some
companies that are classified by statute as public utilities.
Companies liable for this tax do not pay the corporation
franchise tax. Utilities owned by municipal corporations are
exempt from the public utility excise tax.

»» Seller’s use tax: The Ohio sales and use tax applies to the

retail sale, lease, and rental of tangible personal property as
well as the sale of selected services in Ohio. The state sales
and use tax rate is 5.75 percent. Counties and regional transit
authorities may levy additional sales and use taxes.

King’s Island Ohio Roller Coaster Amusement Park by 12019, 2013, used under
Pixabay license, accessed 10 May 2019.
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»» Severance tax: Persons or firms that extract, or sever,

certain natural resources from the soil or waters of Ohio
pay a severance tax, first levied in 1972. The tax produced
approximately $7.6 million in fiscal year 2005. Severers are
licensed by the tax commissioner and other designated state
agencies.

The Ohio government will
not retain or process any
cryptocurrency itself, even
though the crypto-taxation
initiative encourages the
use of bitcoin to pay taxes.

»» Streamlined sales tax: The streamlined sales tax project is a

multistate effort to make sales tax laws, rules, and systems
more uniform among states. The goal is to make it easier for
those who make sales in multiple states to voluntarily collect
and remit sales taxes to each of those states (federal law
currently exempts sellers from this collection responsibility
unless they have a physical presence in a state).

Nevertheless, the Ohio government will not retain or process any
cryptocurrency itself, even though the crypto-taxation initiative
involves and encourages the use of bitcoin to pay taxes.11 Instead,
a third-party processor, BitPay, is responsible for exchanging the
cryptocurrencies into US dollars and depositing them into the
government’s accounts. This third-party processor is also responsible
for setting the exchange rate for all transactions on this taxation
platform.12

BitPay: The designated “bureau de change” for
cryptos
On the government-authorized website, OhioCrypto.com, taxpayers
can enter their tax payment information and the amount of
cryptocurrency in a Payment Protocol–compatible e-wallet with
which to pay the tax invoices. Compatible e-wallets include BitPay,
Bitcoin Core and Bitcoin Cash, BTC.com, Copay, Edge, Electrum, and
Mycelium.

After the Facebook–
Cambridge Analytica
data security scandal in
2018, the government
designated BitPay as the
ideal candidate to process
tax payments, because
it guaranteed first-class
security for taxpayers.

12

BitPay will be a designated third-party bureau de change—called a
conversion platform—that subsequently converts the cryptocurrency
into fiat money, which will be transferred to the Ohio Treasury.13
Today, BitPay is a leading platform processing all bitcoin payments
with a client base of over 20,000 businesses in 164 countries. It
collaborates with major companies such as WordPress, PayPal,
Newegg, Microsoft, TigerDirect, Warner Bros., and others.14 This
conversion platform charges a transaction fee, network fee, and
miner fee for each crypto-tax payment. The transaction fee is one
percent after a three-month free trial period, which is not funded by
the Treasury.15
In fact, BitPay was selected as the payment processor by the Ohio
government after it conducted extensive vetting among candidate
systems, according to Ari Lewis, who was the cryptocurrency advisor
to the State of Ohio.16 In the aftermath of the Facebook–Cambridge
Analytica data security scandal in 2018, the government designated
BitPay as the ideal candidate, because it guaranteed first-class
security for taxpayers. Lewis explained:

© 2019 BLOCKCHAIN RESEARCH INSTITUTE

CRYPTOCURRENCY FOR OHIO TAX PAYMENTS

BitPay is a leading company. It processes a big number of
transactions. It works with small and large businesses, and
it has top-notch security. We spoke excessively with its team
and were really impressed by their focus on security. We
wanted to make sure that taxpayers’ money was safe. BitPay
checked all the boxes for us in terms of security, location,
track record, etc.17

One of the key features
in BitPay is its mobile app
that always allows users
to have full control over
their funds through devicebased private keys, backup
protocol, and multidevice
authentication.

Among other things, the security in BitPay is demonstrated through
its know-your-customer (KYC) strategies by which businesses are
verified and the legality of their business models assessed before
they are signed up to BitPay’s Compliance Program to reduce the risk
of money laundering. It collects from users traditional documentation
such as driver’s license, name, address, and any other personally
identifiable information. BitPay accepts only those businesses that
are legitimate and in line with BitPay’s terms of use.18
One of the key features in BitPay is its mobile app that always allows
users to have full control over their funds through device-based
private keys, backup protocol, and multidevice authentication.19
BitPay has also developed Copay―an open-source, multisignature
platform that allows users to store multiple distinct bitcoin wallets to
keep their funds separated.20 BitPay’s debit card is available in all 50
United States, as well as Puerto Rico and 131 other countries. It is a
prepaid card with a balance in traditional currency after conversion
from bitcoin.21
Other candidate cryptocurrency payment processors included
Coinbase. It offers service with the Shift Card, which pulls bitcoin
directly from the customer’s Coinbase wallet for each transaction.
Although Coinbase is fully compliant with anti–money laundering
(AML) and KYC regulations, it is not available in every state and
territory.

Ohio is actually the
second local government
appointing BitPay to
process cryptocurrency
payable to the local
treasury.

13

Regarding the collecting of identification documentation from users,
CryptoPay and Wirex offer card options for unverified users and do
not require customers to provide identification documents as per the
requirements of financial regulations, as long as they stay below a
very low lifetime limit for the card.22 In contrast, BitPay, therefore,
appears to be the most suitable cryptocurrency payment processor
for the Ohio government.
Ohio is actually the second local government appointing BitPay to
process cryptocurrency payable to the local treasury after the county
of Seminole in Florida. In May 2018, the county of Seminole, Florida,
began accepting Bitcoin and Bitcoin Cash as payment for multiple
public services, encompassing property taxes, driver licensing and
identity card fees in order to remove risks associated with the use of
credit cards―identity theft and fraud.23
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Ohio Statehouse Capitol Columbus City Urban by 12019, 2016, used under
Pixabay license, accessed 11 May 2019.

Opportunities, challenges, and
controversies
Upon the announcement from the Treasury Department of Ohio,
public reactions, from technology experts to civil society, were
diverse. The discussions have covered the opportunities, challenges,
and controversies around the first-ever state-level application of
cryptocurrencies in taxation.

Legitimatization of cryptocurrencies

It’s too soon to tell whether
this experiment will help
to legitimize the use
of cryptocurrencies for
government services but
its advocates think it could
bring more legitimacy to
the crypto-space.

Some researchers expressed the opinion that this initiative had
legitimized cryptocurrencies and ultimately other potential uses
of blockchain.24 Ohio’s then-treasurer, Josh Mandel, has spoken of
bitcoin as a “legitimate form of currency.” He initially proposed the
integration of the digital currency as a medium of growth of the
local crypto industry. This new development could reflect a change
in the public perception of what was once a “speculative technology”
into a “valued asset.”25 It’s too soon to tell whether this experiment
will help to legitimize the use of cryptocurrencies for government
services.26 But its advocates think it could bring more legitimacy to
the crypto-space.27
The main proposed incentives for businesses to participate in this
crypto-taxation initiative include:
1. The transaction cost being lower than paying by credit card―
the processing fee charged by BitPay is only one percent,
while that charged by credit card issuers is 2.5 percent.28
2. The provision of mobile payment and real-time payment
tracking facilities.29
Cryptocurrency enthusiasts also believed the initiative was to
constitute a pillar for a potential national blockchain hub.30

14
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Business reluctance to accept cryptocurrencies

One challenge that
discounted Ohio’s ability
to achieve the expected
impact of this tax initiative
was the reluctance of
business owners to accept
cryptocurrencies from
customers.

For this initiative, others have identified some challenges that
discount its ability to achieve the expected impact. They argued
that, because most businesses were still reluctant to accept
cryptocurrencies, the number of uptakes would be limited. As there
are no official statistics regarding the usage of bitcoin in Ohio, the
government allegedly made its decision based on anecdotal evidence
that there were tons of companies accepting Bitcoin or other
cryptocurrencies for their businesses.31 The public was also skeptical
about the actual practicality of this initiative because of the price
volatility of Bitcoin and its unsuitability for paying regular bills.32
In addition, the transaction fees on the BitPay platform are
higher than those of conventional payment options such as debit,
electronic transfer, or check. Thus, although the transaction cost
of cryptocurrencies is lower than that of credit cards, this is not
considered an enticing incentive for the business sector.33

Government not going to “walk the talk”
A major controversy around this initiative is the contradiction in
which the government is not really accepting the cryptocurrency
at any point in the taxation system but simply relying on a third
party to exchange it into fiat money. Neither the previous nor
current government of Ohio has engaged sufficiently with blockchain
technology, even if it was what they were promoting. Critics said that
this initiative was no more than a “PR stunt” rather than a valuable
aspiration.34

Social impact of the crypto-taxation
initiative

So far, only
nongovernmental
initiatives have attempted
to stimulate blockchain
innovations in Ohio.

15

The social impact of the crypto-taxation initiative in Ohio’s business
community may have been less remarkable than expected. As of
19 February 2019, only two businesses had used cryptocurrency
to pay taxes.35 It is probably because the Ohio government has
not developed any vigorous strategy to arouse the interest of
businesses in paying taxes with cryptocurrency and has been overly
optimistic regarding Ohio as an attractive place for developers and
entrepreneurs to set up their blockchain businesses.36
So far, only nongovernmental initiatives have attempted to stimulate
blockchain innovations in Ohio. In December 2018, Ray Leach, CEO
of nonprofit JumpStart, announced its plan to invest $100 million in
early-stage start-ups that focus on using blockchain technology for
business or government, such as using the online ledger system to
store government documents. FlashStarts, a local venture fund and
business accelerator, also announced a $6 million pre-seed fund for
blockchain start-ups.37
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In February 2019, the County Auditors’ Association of Ohio
announced the creation of a working group to explore the benefits
of blockchain in real estate transactions and the transference of land
titles across multiple counties.38

Stan Hywet Hall by Niagara66, 2011, used under CC BY-SA 4.0, accessed 10 May
2019.

Key takeaways
The case of Ohio may have given other interested governments the
following takeaways.

Cryptocurrency for
tax payments will not
be popular unless
the government has
a jurisdiction-wide
cryptocurrency strategy
in place to address the
concerns of stakeholders.
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Policy continuity: The crypto-taxation initiative was announced
by then-State Treasurer Josh Mandel before the 2018 Ohio midterm
election. There was only a short period of tenure left for Mandel
to promote the initiative to the public. Since the election, the new
administration has apparently not dedicated funds or continued
to provide resources for the promotion of this initiative “yet.”
Stakeholders in the business sector are awaiting signals from the
new administration. As any cryptocurrency scheme is a long-term
initiative, we recommend that all political parties reach consensus to
ensure the policy continuity.
A comprehensive statewide cryptocurrency strategy: As
Ohio is the first state government accepting cryptocurrency for tax
payments, we should recognize that the pace of uptake may be
slow, though taxpayers may appreciate the extra options in the long
term.39 The uptake of cryptocurrency for tax payments will not be
popular unless the government has a comprehensive jurisdictionwide cryptocurrency strategy in place to address the potential
concerns of stakeholders. Such strategy may contain the following
elements:
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»» Regulations: To encourage businesses to use cryptocurrencies

to pay taxes, the government needs to help them secure
cryptocurrencies into their cash flows. Businesses should feel
comfortable accepting and investing into cryptocurrencies in a
well-regulated environment. In the United States, the crypto
industry is being regulated within the current laws rather than
new ones. The US Securities and Exchange Commission has
warned investors that cryptocurrency and initial coin offering
markets offer “substantially less investor protection than in
traditional securities markets, with correspondingly greater
opportunities for fraud and manipulation.”40 Accordingly,
institutional investors and professional businesses that
intend to get involved in the cryptocurrency space have been
discouraged from purchasing cryptoassets on exchanges
because many perceive that the regulations cannot offer them
sufficient protection.

Once the regulatory
issues are sorted, Ohio’s
treasury and government
contractors may form
a consortium to offer
cryptocurrency-related
services such as crypto
accounting and crypto
auditing.

Instead, these investors and businesses have been resorting
to traditional financial instruments to help them invest in
cryptocurrencies. These instruments include bitcoin futures
launched in 2017 and an emerging product known as a
bitcoin exchange-traded fund (ETF). An ETF is a security
that tracks the asset prices (e.g., bitcoin) and is listed on a
stock exchange.41 Therefore, as a prerequisite for expanding
cryptocurrency flows in and out of the business sector,
regulators should review and adapt the current law at multiple
levels to offer more protection to businesses and investors in
the “blockchain era.”

»» Public-private pilot consortium: Given its nascent nature,

a crypto-taxation initiative will rely on concerted efforts of
the government and private entities, which have established
themselves in the crypto space, to succeed. Once the
regulatory issues are sorted, the treasury and government
contractors in information technology, tax, accounting, and
other relevant areas of professional services, as well as
investment banks, may form a consortium. Such a consortium
could offer cryptocurrency-related auxiliary services such as
crypto accounting, crypto auditing, crypto futures, and even
capacity building to businesses that are novices in the use of
cryptocurrencies.

»» Exchange insurance: Businesses are concerned about the

price volatility of bitcoin before opting to use it to pay
taxes. On a time-limited basis and as part of the promotion
campaign, the government may consider introducing a
“cryptocurrency exchange rate insurance” with reference to
the normal exchange rate insurance system for fiat money in
some countries, which intend to attract foreign investment;
and the concept of an ETF. An exchange insurance is an
instrument by which trading parties and the government (via
an insurer) are mutually obliged to exchange an amount of
foreign currency at a fixed price at a future date. It would be
a lucrative gimmick to new cryptocurrency users who may
wish to experience the workings of the cryptocurrency system
for a short period of time.
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»» Tax rebate: Businesses are also concerned about the one

The intent of these
supportive measures
should be to encourage
businesses to take the first
step to try cryptocurrencies.

percent conversion fee charged by BitPay, constituting an
unnecessary business expense compared with the use of
checks or electronic transfers, which are free of charge.42
Again, on a time-limited basis and as part of the promotion
campaign, the government may introduce a “tax rebate” to
cover that one percent conversion fee charged by the thirdparty platform.

»» Public awareness: There was only a short time frame

before the 2018 midterm election when the then–State
Treasurer introduced the crypto-taxation initiative. There
would be a better uptake of cryptocurrency if governments
(especially authorities tasked with consumer protection and
monetary affairs) could carry out more public awareness and
education initiatives about the principles of blockchain and
cryptocurrencies.

The intent of these concessionary or supportive measures should be
to encourage businesses to take the first step to try cryptocurrencies
for lesson learning, which can contribute to further regulation studies
in both Ohio and other jurisdictions. As JP Morgan once said, “The
first step towards getting somewhere is to decide that you are not
going to stay where you are.”43

Chadwick Arboretum by Dan Keck (dankeck), 2017, used under CC BY-SA 4.0,
accessed 10 May 2019.
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