Separation of Money and
State

1. Central Banks Tighten Control

As citizens shift into parallel systems (Bitcoin, stablecoins, Web3 assets), central banks attempt to
preserve fiat dominance:

Regulated on/off-ramps with strict KYC/AML.
Stablecoin licensing under central bank oversight.
Mandatory reporting of balances and transactions.
Crackdown on privacy tools and non-custodial wallets.

Goal: Close loopholes and keep citizens locked into fiat rails.

2. Adaptation as Trust in Fiat
Erodes

Despite restrictions, adoption of non-state money continues. Governments adapt only to remain
relevant:

e CBDCs with programmable features and limited privacy tiers.

e Tax gateways that accept BTC/stablecoins, converted instantly to fiat.
e Treasury diversification in Bitcoin by corporates and some states.

o Energy & trade settlements exploring Bitcoin as neutral collateral.

Effect: The state concedes parallel rails cannot be stopped, only delayed.



3. Gradual Separation of Money
from the State

Citizens increasingly treat fiat as compliance money and Bitcoin as sovereignty money.

e Fiat tolerated only for taxes and official obligations.
e Parallel systems dominate savings, remittances, and peer-to-peer trade.
e Exit pressure disciplines governments: abuse fiat, and citizens opt out.

4. The Endgame: Stateless Money,
Protocol Governance

The gradual erosion of state control over money and governance itself:

e Taxation power dissolves. Citizens allocate resources voluntarily; governments cannot
finance wars or repression without consent.

e Law decentralised. Property, contracts, and inheritance enforced on-chain by smart
contracts and DAOs.

e Military coercion fades. Collective security becomes DAO-driven; legitimacy flows from
consensus, not force.

o States reduced to services. Governments become optional providers competing with
decentralised protocols.

5. Future Extension: Protocol-Run
Society

Beyond the separation of money and state lies a deeper possibility:

e Rules as Code: Governance routines embedded in smart contracts.

e Consensus Enforcement: The blockchain itself enforces agreements, not courts or
armies.

e Voluntary Governance: Citizens choose which DAOs or protocols to align with, funding
them transparently.



This vision transforms society itself into a protocol-run system, where rules are enforced by code
and legitimacy is earned through voluntary participation.
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