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THE 
BITCOIN EFFECT


Driving global warming. 
Not a good look.

Bitcoin is a 'cryptocurrency' – a decentralised tradeable digital asset. The lack of any central 
authority oversight is one of the attractions. Cryptocurrencies can be used to send 
transactions between two parties via the use of private and public keys. These transfers can 
be done with minimal processing cost, allowing users to avoid the fees charged by traditional 
financial institutions - as well as the oversight and regulation that entails. 


Bitcoins are created by “mining” coins, which is done by using computers to carry out 
complex calculations. The more bitcoins there are, the longer it takes to mine new coin, and 
the more electricity is used in the process.


The surge in bitcoin’s price since the start of 2021 could result in the cryptocurrency having a 
carbon footprint the same as that of London, according to research by Alex de Vries, a Dutch 
economist. De Vries created the Bitcoin Energy Consumption Index, one of the first 
systematic attempts to estimate the energy use of the bitcoin network. 


By late 2017 he estimated the network used 30 terawatt hours (TWh) a year, the same as the 
whole of the Republic of Ireland. Now De Vries estimates the network uses more than twice 
– and possibly three times – as much energy: between 78TWh and 101TWh, or about the 
same as Norway. It is also half the 200TWh consumed by every datacentre for every other 
digital industry globally. The size of bitcoin’s electrical footprint means the carbon emissions 
are substantial.


In order to limit the growing footprint of the sector, De Vries suggests policymakers could 
follow the lead of regions that have put pressure on bitcoin miners, such as Québec in 
Canada, where a moratorium on new mining operations has been imposed, or Iran, which 
decided to confiscate mining equipment as the country suffered from outages blamed on 
cryptocurrency mining.


“Although bitcoin might be a decentralised currency, many aspects of the ecosystem 
surrounding it are not,” he writes. “Large-scale miners can easily be targeted with higher 
electricity rates, moratoria or, in the most extreme case, confiscation of the equipment used.”
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