ARGENTINA CRYPTO ECOSYSTEM
In-Depth Research Report

"Technology Born from a Vacuum of Trust, Yet Innovation Without Roots"

Executive Summary

Argentina is frequently cited among the world's top countries for crypto adoption. However, this
report argues that those figures are based on a Structural lllusion.

Surface-level data points to high crypto usage rates, but field interviews reveal a very different
reality. A majority of users are unaware that they are using blockchain-based applications, and
all economic thinking remains anchored within the peso or dollar frame. The technology has
been adopted, but trust has not transferred.

This is the central thesis of this report:

"Argentina has not adopted crypto. It is merely consuming a new layer to avoid the
failures of the peso.”

Phase 1: Problem Identification
Why Did Argentina Become the 'Test Bed' for Crypto?

1-1. The Collapse of Fiat: Anatomy of a Currency That Lost Its Trust

Nixon's 1971 abolition of the gold standard was a fundamental turning point for the modern
monetary system. Since then, all fiat currencies have maintained their value not through a
physical anchor like gold, but solely through the authority and credibility of governments.

The structural vulnerability of this system is clear. The moment a government loses credibility, its
currency becomes nothing more than paper. The Argentine peso is the most extreme case of
this vulnerability playing out.

[The Fiat Currency Value Equation]

Currency Value = f (Government Credibility x Institutional Stability x Purchasing
Power)

In Argentina's case:
Government Credibility: At rock bottom after decades of repeated defaults
Institutional Stability: Eroded by exchange rate controls (cepo cambiario)
Purchasing Power: Rapidly destroyed by inflation exceeding 100% annually

Therefore: Peso Value = 0 (functional collapse)



The peso exists in a paradoxical state: liquidity is present, but purchasing power is absent.
Pesos flood the market, yet the value of what those pesos can buy diminishes every day. This is
why Argentines hide dollar bills under their mattresses.

1-2. Transfer of Trust: Why Did Crypto Appear as an Alternative?

Two alternatives emerged to fill the void left by the discredited peso: dollar cash and crypto.
However, these two alternatives operate on fundamentally different trust mechanisms.

‘ Category Dollar Cash Crypto (BTC/Stablecoins)

Trust Basis Authority of US Govt & Fed Algorithmic & decentralized consensus

Accessibility Physical possession, black market Instant access via smartphone app
exchange required

Liquidity Limited to cash transactions Global 24/7 trading

Sovereignty Dependent on foreign currency Theoretically independent

Actual Adoption Fully accepted psychologically Technically adopted, psychologically not

Structural Question (: Did Argentines move to crypto because they trust the philosophy
of blockchain, or simply as the result of searching for an option that is 'less bad than the
peso'? These two motivations would design the future of the ecosystem in completely
different ways.

Phase 2: Root Cause Analysis
The Invisible Crypto and the Collision with Monetary Sovereignty

2-1.'Invisible Crypto': The Paradox of Blockchain Hidden Behind UX

Apps like Lemon, Belo, and Arq record high download numbers in Argentina. Yet field interviews
reveal a shocking reality: the vast majority of users do not know they are using crypto-based
infrastructure.

Is this a triumph of UX design, or a failure of the crypto ecosystem?

[Cognitive Layer Analysis]

Layer 3 (User Perception): 'I'm just using an app that pays in pesos'
Layer 2 (App Interface): Peso/dollar display, familiar UI/UX
Layer 1 (Actual Infrastructure): Blockchain transactions, smart contracts

Users only experience Layer 3.
Statistics aggregate Layer 1 transactions.
Result: A structural gap between data and reality.

This phenomenon allows for two opposing interpretations:



Optimistic Interpretation: As technology matures, users stop thinking about the infrastructure.
Just as we watch YouTube without worrying about internet packets, crypto infrastructure
becoming 'invisible plumbing' is a natural stage of mass adoption.

Pessimistic Interpretation: Adoption without trust is built on sand. If users are unaware of
blockchain, then there is effectively zero demand for crypto's core values — decentralization,
self-sovereignty, and censorship resistance. Is this system fundamentally different from a
conventional fintech app?

Structural Question 2): If Lemon or Belo replaced their blockchain infrastructure with a
centralized database tomorrow, would users notice? If not, what is the purpose of
'blockchain' in that ecosystem?

2-2. Sovereignty vs. Liquidity: The Unsolvable Trilemma

The fragmentation of stablecoins is not simply a market inefficiency. It is a phenomenon where
the fundamental trilemma of monetary systems plays out again within the crypto space.

[The Crypto Monetary Trilemma]

[Sovereignty]

[Stability]————[Liquidity]

No system in history has achieved all three simultaneously.

Examples:
USDT/USDC: Liquidity ©, Stability ©, Sovereignty X (dollar-dependent)
BTC: Sovereignty ©, Liquidity A, Stability X (extreme volatility)

Community Token: Sovereignty ©, Stability A, Liquidity X (below threshold)

The strategic rationale behind the US actively supporting stablecoin distribution becomes clear
when you understand this trilemma. USDT and USDC are the most efficient vector for extending
dollar hegemony into the digital space. When Argentines choose USDT over pesos, they are not
choosing decentralization — they are choosing Digital Dollarization.

This is the fundamental reason why building a self-sustaining community currency is 'very, very,
very difficult." Sovereignty without liquidity is hollow; liquidity without sovereignty is dependency.

Phase 3: Critical Tensions

Defining the Core Contradictions

3-1. Technical Adoption vs. Psychological Trust
The core contradiction of this report can be compressed into a single proposition:

"Argentina is simultaneously the country that most needs crypto infrastructure, and the
country where crypto is most difficult to take root."



The reason is paradoxical. The extreme distrust of the peso accelerated crypto adoption, but
that very history of repeated betrayal has made it difficult to psychologically invest in any new
system. Argentines have learned how not to trust.

[Staged Model of Trust Transfer]
Awareness — Experimentation — Habit — Trust — Sovereignty

Argentina's Current Status:
Peso distrust - App download — [STALLED HERE] — Peso frame maintained

Problem: Not reaching the critical mass needed to move
from 'Experimentation' to 'Habit'.

3-2. The Three Elements of Community Currency: Incentives, Rewards,
Risks

@ Incentives (Why should anyone use it?)

The reasons for merchants to accept the token and users to pay with it must be clearly superior
to using pesos or dollars. Incentives proposed so far are mostly based on 'future possibilities,'
which fails to provide sufficient motivation for Argentines who are already exhausted from
believing in futures that never arrived.

@ Rewards (How much can you earn?)

The reward structure must be attractive enough for early adopters. Yet if rewards are too high,
they raise doubts about the system's sustainability; too low, and there is no incentive to take on
the risk. This is a precarious tightrope walk between a Ponzi structure and a sustainable
economic model.

@ Risks (How much can you lose?)

Argentines have already experienced losing everything through the peso. To make them take on
the risks of a new system, it must be proven that 'this time is different.' But that proof requires
time and trust, and to earn that time and trust, you must first take on the risk — a circular logic.

[The Chicken-and-Egg Problem of Community Currency]

Trust - Usage — Liquidity - Stability - Trust

1 \
L Prerequisite !

Problem: Can't start without trust,
can't earn trust without starting.

Phase 4: Strategic Insights (Plus Alpha)

4-1. Trust Mechanisms in the Al Era: Algorithmic Trust vs. Government
Trust



The implications of this phenomenon for the Al era are profound. Traditionally, trust has
operated on three levels: institutional (government/law), social (community/reputation), and
personal (relationships/experience). Blockchain and Al propose a fourth level: Algorithmic Trust.

The core proposition of algorithmic trust is: 'l don't need to trust you. | only need to trust the
code we've agreed upon.' This is theoretically the most powerful alternative in societies like
Argentina where institutional trust has collapsed.

Yet reality differs. Algorithms are also designed by humans. Smart contracts have bugs, and
protocols get hacked. The collapse of Terra/Luna proved to the world how fragile algorithmic
trust can be. Argentines witnessed this failure.

Core Insight: The true innovation of the Al era lies not in ‘algorithms replacing trust,' but
in ‘algorithms dramatically lowering the cost of forming trust.' Argentina is a living
laboratory testing whether this transition is possible.

New Possibilities from the Convergence of Al and DeFi:

What if Al-based credit scoring models could assess an individual's creditworthiness without
traditional banking infrastructure? What if Argentina's informal economy workers without bank
accounts could access uncollateralized loans through DeFi protocols? This is not just a
technical possibility — it is a redefinition of Financial Sovereignty.

4-2. Global Implications of the Argentina Model
Argentina is not an exceptional case. It is a leading indicator.

Common patterns across emerging markets include: structural distrust of national currencies,
dependence on dollarization, lack of banking access (financial exclusion), and the gap between
high smartphone penetration and low financial infrastructure.

‘ Fiat Credibility Digital Infrastructure Crypto Necessity

Argentina XXX Highest
Turkey X X © High
Nigeria XX A High
Venezuela XXX X Highest

(inaccessible)

Indonesia A

©

Medium

Argentina represents the clearest case of 'digital infrastructure + extreme fiat crisis' combined.

However, there is a critical structural warning that must be addressed. Is Argentina's crypto
adoption a 'voluntary choice' or a 'forced adaptation'? If the former, it could become a global
model. If the latter, the ecosystem may contract when desperation fades. If the Milei
government's economic stabilization efforts succeed, Argentina's crypto adoption rate could
paradoxically decline.



Next Steps: Three Sharp Questions for On-the-Ground
Validation

Question 1: 'If the peso stabilizes, will you keep using crypto apps?"

Validation Purpose: To determine whether current crypto adoption is 'a function of the peso
crisis' or an independent behavioral change. The distribution of answers to this question
determines the real-world sustainability of the ecosystem.

Expected answer patterns and their implications:

"No" — Adoption is a byproduct of crisis. The ecosystem carries structural vulnerability.
"Yes, it is more convenient”" — UX lock-in effect exists. Sustainability is higher.

"I don't know" — Psychological transition is incomplete. Below critical mass.

Question 2: 'When you withdraw funds from this app, what do you
ultimately want to receive?’

Validation Purpose: To identify the exit currency. Whether users prefer dollar cash, pesos, or
stablecoins in the end reveals their true object of trust.

This is not a simple preference survey. It is a tool for measuring where the psychological anchor
of the monetary system truly lies. If the majority answers 'dollar cash,' then the digital crypto
ecosystem remains merely a waypoint en route to dollars.

Question 3: 'If a community token could be used at 30 local shops, how
much would you invest?'

Validation Purpose: This simultaneously measures willingness to pay and risk tolerance
threshold. The response when a concrete, local use case is presented — rather than abstract
crypto philosophy — is the most honest indicator of community currency viability.

Additional exploration point: 'Which shops must be included in those 30?' — This answer
provides the basis for an anchor merchant strategy in community currency design.

Closing Remark: A Meta-Observation for the Researcher

The researcher must personally acknowledge the greatest limitation of the framework presented
in this report. We are asking 'Can technology replace trust?' — but perhaps the more
fundamental question is this:

"Can a society that has lost its trust build a new system of trust? Or does the restoration
of trust always begin not in technology, but in the domain of human beings and
communities?"

Argentina's crypto ecosystem is a living experiment responding to this question. And right now,
you are in the middle of that experiment.

This report is based on field interview data and structural analysis. The hypotheses presented should be revised and
supplemented through additional on-the-ground verification.
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