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TEACHING NOTE 2: BITCOIN: A DISRUPTIVE INNOVATION OR A 

BUBBLE SET TO BURST? Case by Geeta Singh and Syeda Maseeha 

Qumer 

 

Teaching note by Glen Schrijvers  

Case synopsis 

Bitcoin, a digital currency, enabled individuals to transfer value to each other and pay for goods and services 

bypassing banks and the mainstream financial system. Created in 2008 by a pseudonymous computer 

programmer Satoshi Nakamoto, bitcoin evolved into a popular digital currency that was used by millions 

of users to carry out secure, transparent, anonymous border-free transactions at a minimal fee. The business 

model of bitcoin is rather complex as its value and verification are provided by a global peer-to-peer 

network, rather than any centralized authority. Bitcoins are blocks of secured data that are treated like 

money; and spending money was equivalent to moving data from one person to another in a verified 

transaction into a so called bitcoin wallet. The value of bitcoin depended on the demand for it and its 

supply. The supply of bitcoins was limited and was done at a fixed rate. One of the key features of bitcoins 

was that that they were a completely decentralized form of currency without the backing of any government 

nor third parties in digital transactions. From 2017 onwards, governments, options exchange institutions 

started to adopt the bitcoin and organizations started to adopt the bitcoin in their e-commerce. Though 

bitcoin seemed to be a disruptive economic innovation with the potential of transforming the operating 

and economic structure of banks and financial institutions, it faced its own share of challenges. Some 

disapproved the whole bitcoin system, others had security concerns (hacking and cybercrimes) and there 

was skepticism about the negative environmental impact of the bitcoin mining process and there were 

network performance concerns. However, despite the many challenges surrounding bitcoin, most people 

seem optimistic about it, leaving analysts wondering just what is in store for the future of this virtual 

currency. The big question according to analysts is whether bitcoin will be a game changer in the global 

financial industry or just a passing fad. 

 

Teaching objectives 

If used in conjunction with Chapter 2, this case can be employed to meet the following teaching objectives: 

- Recognizing both strategic thinking perspectives. The analytic characteristics of the global peer-2-peer 
network are embodied by limiting the amount of supply at a fixed rate. At the same time 
introducing the digital currency to the mass market is based on intuition. The case provides 
sufficient information to explore different dimensions of strategic thinking, especially related to 
whether or not to invest in bitcoins strategically. 

- Comparing the advantages and disadvantages of both strategic reasoning perspectives. Both perspectives bring 
inherent strengths and weaknesses with them. A group discussion will help students to identify the 
paradoxical nature of the strategic reasoning issue. In this way, students will start to recognize the 
paradoxical nature of the strategic reasoning issue.  

- Discussing methods to deal with the strategizing paradox. Potential options are navigating, parallel 
processing and embracing the paradox. Students can compare the approach of bitcoin investors 
with their own (intuitive) preference. 

- Recognizing the role of emotions and cognition in strategic decision-making. Different strategic decisions are 
often based on different heuristics. In this case, heavy fluctuations of the bitcoin related to other 
more stable investment opportunities like gold, or dollars can evoke heavy emotions on people. 
The case can help students to understand that trust in the future plays an important role in strategic 
decision making as well. 
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- Understanding the explosive growth of digital currencies. The bitcoin has been developed and valued for 

billions within years. Also other digital currencies have or are exploring these digital opportunities 

like Kodak for instance with their KodakCoin, Facebook, pursuing plans to develop and deploy 

their cryptocurrency Libra. 

Teaching guideline 

This case is written around the digital currency bitcoin and the supporting blockchain infrastructure 

competing as an alternative to more contemporary financial systems like VISA and PayPal. Students might 

approach this case purely as a technology deep-dive, others might be interested in the huge amount of 

money that is being made and lost with digital currencies like bitcoin and the surrounding hype. But let’s 

not forget that the initial idea to start with the bitcoin ‘movement’ is fueled by a strong counter reaction 

against the contemporary institutions, the 2008 financial crisis, failure of government backed currencies, 

and the corruption plaguing the existing banking systems were the major factors that motivated the 

invention of bitcoin. Therefore, it is important for the lecturer to also focus on the importance of the 

context to clarify the effects of the holistic perspective. 

 

Analyzing a case about a renowned digital currency like the bitcoin and blockchain can gain more knowledge 

about these sometimes perceived complex technological systems and be an eye-opener to students 

regarding how they perceive the future value of digital currencies, the strategic pros and cons and the 

arguments of the proponents and the opponents. 

 

Even though this case does not read like a typical strategy textbook case study, because it is not about  an 

organization, nor about a centralized authority, but about a global peer-2-peer network, it is a good case to 

discuss the context of strategic decision-making and strategic thinking. Strategic decision-making is 

conducted by and has effect on individuals, who bring in their own perspectives. 

 

Case questions 

1. Explain the elements of the bitcoin strategic reasoning process in line with the development of the global peer-2-peer 

network 

2. What strategic thinking perspective is driving bitcoin buyers? 

3. Taking the heavy fluctuations of the bitcoin, how might investors respond based on the analytic reasoning perspective? 

And how can it be based on the holistic reasoning perspective? 

4. What are your thoughts about the future of bitcoin (from both perspectives)? 

Case analysis 

1. Explain the elements of the bitcoin strategic reasoning process in line with the development of the global peer-2-peer 

network 

The strategic reasoning process consists of a number of strategic thinking elements or cognitive activities 

– mental tasks intended to increase the strategist’s knowing. A general distinction can be made between 

cognitive activities directed towards defining a strategic problem, and cognitive activities directed at solving 

a strategic problem. 

The first step in the strategic reasoning process is identifying: what is a problem? Bitcoin came into existence 

as an idea when a small group of cryptographers tried to address the problems facing digital money and as 

a response to the 2008 financial crisis. Cash kept in digital wallets in digital files could be used multiple 

times for being prone to be easily copied. 
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The second step in the strategic reasoning process is diagnosing: what is the nature of the problem? Though 

financial institutions provided a solution to this problem (digital files could be used multiple times for being 

prone to easily copied) by using a central ledger that recorded the money everyone had in their accounts, 

cryptographers wanted a private and untraceable solution without third parties like banks being involved. 

The third step in the strategic reasoning process is conceiving: how should the problem be addressed? The 

problem should be addressed by using bitcoin, a user had to buy it with a credit card, through a bank 

account, or even with cash. The bitcoins that had been bought were then transferred directly into the bitcoin 

wallet, and a seller or a buyer could use them for receiving or sending payments in the same way as an email 

could be sent or received through a computer or a smartphone. Bitcoin wallets kept a secret piece of data 

called a private key which was used as a signature for signing transactions; this also provided mathematical 

proof that the transfer had been made from the owner of the wallet. 

The last step in the strategic reasoning process is realizing: what actions should be taken? In 2009, bitcoin 

software was made available to the public. On October 5, 2009, the bitcoin exchange rate was established 

at US$ 1 5 1,309.03 BTC (bitcoin). This was a new form of money not based on silver or gold but on 

mathematical proofs validated by a public ledger called blockchain technology. Along with bitcoin, a process 

called mining was introduced through which new bitcoins could be created and transactions could be 

recorded and verified. 

2. What strategic thinking perspective is driving bitcoin buyers? 

Intuition contains tacit knowledge blending in all types of qualitative information allowing an individual to 

capture the bigger picture. Also, it can help to cut corners. However, human intuition is also often unreliable 

because it can stimulate jumping to conclusions and allows bias. As a result, the theory prescribes that 

explicit rational analysis should support intuition. 

The strategic thinking perspective that is driving bitcoin buyers is as well human intuition as logic. But 

merely intuition as you can hardly buy something with bitcoins, only sell it to someone else and therefor 

the expectation of the (future) value and believe in the peer-2-peer network is required. What we can learn 

from this case is that the value of bitcoins fluctuates heavily, the performance range of bitcoin v/s stocks 

and indexes shows a staggering picture of Bitcoin fluctuation between -20% and 663% in the period of 

December 2016 – November 2017 (second in line is Apple stock ranging between 0% and 49%). Students 

should elaborate upon facts causing the price reductions that relates to rational analysis like; the almost 

750,000 customers bitcoins and 100,000 of the exchange bitcoins’ being stolen. And the hack of Japans’ 

Coincheck in January 2018, resulting in a loss of about US$534 million. In parallel students should elaborate 

upon emotions and expectations causing price increases and relate to human intuition; analysts believed 

that since the value of bitcoin was derived from the psychological behavior of people and the hype created 

around bitcoin by irrational speculation and greed, the bitcoin bubble was likely to burst in future. The case 

does not provide much information about the decision-making process of the peer-2-peer network nor the 

buyers, hence it is open for imagination. 

3. Taking the heavy fluctuations of the bitcoin, how might buyers respond based on the analytic reasoning perspective? 

And how can it be based on the holistic reasoning perspective? 

Logical thinking stems from the demand to make a rigorous, precise and consistent strategy. Relying heavily 

on biased cognitive maps based on earlier experiences will lead to poor results. Hence, the analytic reasoning 
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perspectives claims to critically reflect and analyze their assumptions and to make tacit beliefs more explicit 

in order to come to a valid strategy.   

The perspective of analytic reasoning is predominantly apparent in the view of analysts. Some analysts 

opined that bitcoin could disrupt assets like gold. Similar to gold, bitcoin was also a finite resource limited 

to 21 million and it behaved like a deflationary asset. Being an asset with high expected returns, bitcoin 

tended to be more volatile in nature. As bitcoin had been continuously acting as a bridge for people isolated 

from global merchants, it offered the opportunity of opening up new markets to influence global economic 

growth. Further, bitcoin adoption in businesses was a good way to acquire new customers and increase 

their visibility. Some economists, lawyers, and analysts across the globe disapproved of the whole bitcoin 

system – claiming it was a bubble that could burst anytime and cause a crash. Another concern raised by 

analysts was about the limited supply of bitcoin. It was estimated that mining bitcoin would not be 

profitable for a long time due to the high energy cost and expensive hardware required for mining. As a 

result, bitcoin transaction fees would come down to too low a level to keep the network going. This would 

certainly affect bitcoin value in the coming days. Further, analysts opined that until bitcoin and similar 

currencies were regulated, it was unlikely that they would gain the status of a mainstream currency. 

4. What are your thoughts about the future of bitcoin (from both perspectives)? 

Thoughts can be valid from both perspectives supported by argumentation. From an analytic reasoning 

perspective can be argued that until bitcoin is regulated, it is unlikely that they would gain the status of a 

mainstream currency. From a holistic reasoning perspective can be argued that the psychological behavior 

of people willing to buy the bitcoin and the hype created around bitcoin by irrational speculation and greed 

will continue to increase the value of the bitcoin. 

 

What happened after the case? 

There was hope among some in the Bitcoin community that the cryptocurrency would find a broader use 

as electronic cash, as the inventor of Bitcoin originally posited. As the value of Bitcoin increased, big 

companies like Expedia and Stripe announced that they would begin taking Bitcoin. But when users 

realized that Bitcoin had many drawbacks as a way of making purchases — like being slower and more 

expensive than traditional cash — there was little uptake. Bitcoin aficionados now believe the 

cryptocurrency is more useful as a new kind of alternative asset, like gold. Many people on Wall Street 

have bought into that idea, and the Chicago Mercantile Exchange and the owner of the New York Stock 

Exchange both allow traders to buy and sell derivatives based on Bitcoin. Trading, however, has been 

tepid. Some believed that the digital token might prove to be popular in countries like Venezuela or 

Argentina, where local currencies are even less stable than Bitcoin. But in those places, interest has 

recently fallen off, data gathered by the Block, a research firm, suggests. Bitcoin prices and trading did 

spike in the middle of last year, soon after Facebook announced its intention to create the Libra 

cryptocurrency. The price of Bitcoin rose from around $4,000 to more than $12,000. But it has become 

clear that Libra might face just as many legal difficulties as Bitcoin. The price of a Bitcoin has recently 

hovered around $9,000. Even with the recent declines, Bitcoin trading and prices are still far ahead of 

where they were at the beginning of 2017, before a price run that took Bitcoin to nearly $20,000. Bitcoin 

advocates have generally been unconcerned about the amount of illegal activity done using Bitcoin, 

because they see much larger amounts of illegal activity with traditional currencies, and because Bitcoin 

has significant drawbacks for criminals. “Bitcoin is still a pretty lousy currency to use for cybercrime,” 

said Ryan Selkis, the founder of the cryptocurrency consulting firm Messari. “Maybe it is good for petty 

crime, but if you are running a cartel, it is a different story.” (adapted from NYTimes, Bitcoin Has Lost 

Steam. But Criminals Still Love It, Jan 28, 2020, by Nathaniel Popper) 

https://bitcoin.org/bitcoin.pdf.
https://www.nytimes.com/2017/12/06/technology/bitcoin-payments-gold.html
https://twitter.com/lawmaster/status/1221369350990462976
https://www.nytimes.com/2019/06/25/technology/facebook-libra-cryptocurrency.html
https://www.nytimes.com/2019/06/25/technology/facebook-libra-cryptocurrency.html

