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Who Controls Bitcoin

Bitcoin is a system of rules without rulers. There's no president or CEO, no oversight board or ruling council. 

No one person or group can unilaterally make changes to the software that runs the network. Therefore, no 

one can be said to be in control.

Understandably, it's not an easy concept to grasp. Police enforce laws. Government regulators oversee 

our financial system, and large institutions can wield outsized influence. The sports that we love all have 

referees. Even children playing games will scream to their parents if they think someone is cheating. Yet, in 

our day-to-day lives, there's simply no analog for how Bitcoin works.

But it does work. Bitcoin has been chugging along, producing blocks without interruption since it launched 

in 2009. It stands in defiance of our deeply ingrained belief that someone, anyone, needs to be in control 

lest there be chaos.

Satoshi designed Bitcoin with all of this in mind. The protocol was meant from the very beginning to be 

orderly without guidance, equitable without interference, and reliable without trust. 

To understand how Bitcoin achieves this balance, it's worth considering the incentives for each subset of 

network participants to follow the rules and how they're limited in their ability to influence them.

Developers 

At first blush, it might seem like the developers who work on Bitcoin's code control the protocol. There's 

some truth to this. It's the developers that maintain the code that ultimately dictates the rules. But there's a 

catch: Bitcoin is a peer-to-peer network.

Let's take a step back. The vast majority of software that we interact with, be it websites or the apps we 

run on our phones, is maintained by a central server or entity. When you want to use that website or app, 
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you interact with a codebase that lives on a server you have no control over. If the website is updated and 

thus user rights are altered, you can't decide to go back to an earlier version that you preferred. Apps 

require updates so that you can continue to use them. It's an asymmetric relationship where the user has 

no option other than to go along with the changes made by the owner of the code.

Bitcoin doesn't work that way. Bitcoin is a peer-to-peer network where each participant can choose the 

version of the software they want to run. If Bitcoin's developers change the protocol, they can't compel 

participants to accept it. Instead, nodes, the computers that run the Bitcoin software, can decide not to 

download the new version and continue to run the iteration of their choice. Equally important, if a person 

does download an upgrade, they aren’t locked in. A node can always be rolled back to the older software if 

the latest release doesn’t meet expectations.

Miners

Miners secure the Bitcoin network. But, despite the prominent position they hold, they don't have any more 

control over the network than anyone else.1

For example, a miner who tries to break the rules by rewarding themselves more bitcoins than allowed for 

finding a new block will have their request denied by nodes, thereby expending energy and receiving no 

bitcoins in return. Miners can choose to censor transactions by not including select ones in their blocks. 

Still, by doing so, they'd be going against their economic interests. Other miners will happily pick up the 

transactions and collect the associated transaction fees.

1 See “The Blocksize War” by Jonathan Bier for a lengthy account of how miners have failed to take control of the protocol.
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Nodes

Nodes are Bitcoin’s referees. They maintain the ledger of all transactions and validate each block before it can be 

added to the chain. Like referees, nodes enforce the rules, they don’t make them up. They can’t make changes 

or decide to arbitrarily follow some directives and not others. If they tried to do so, other nodes won’t agree with 

them and the offending nodes would be left out of consensus and able to refer to only those that changed the 

same rules in the same fashion.

With that in mind, you might think nodes yield very little control. But that’s not quite true. While nodes don’t 

directly contribute to changes like developers, their power comes from their intransigence. Once a node has 

been set up, its operators need to be convinced to make upgrades. As mentioned above, developers can propose 

changes, but if nodes don’t adopt them then it’s all for naught. Nodes can simply refuse to adopt upgrades that 

they don’t agree with.

Exchanges

Why mention exchanges here? There are two reasons. The first is that they operate nodes and those nodes 

facilitate transactions for their users. So all of the above points about nodes are relevant to understanding 

how exchanges fit within the system. 

The second reason is that because exchanges are the gateways for most people, they can control what 

"Bitcoin" their users see. In this sense, exchanges are central servers for their clients. As a result, users 

implicitly agree to the rules of the version of Bitcoin that the exchange has adopted.

An exchange could conceivably adopt a variant of Bitcoin that changes critical aspects of the rules  
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while presenting it to their users as the "real" Bitcoin. Doing so, however, would create a security risk  

if miners didn't support the new chain and would alienate the exchange's users. It's an unlikely scenario,  

but a large exchange could use its economic power to influence Bitcoin's rules by threatening to host  

a hard-forked version.

Key Takeaways

01
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Bitcoin is a system of rules without rulers.

No single entity controls Bitcoin.

Developers can propose changes, but they can’t force nodes to accept them.

Nodes run the software, but are bound by the rules.

Miners have tried to influence Bitcoin’s rules, but were held in check by nodes  

refusing to accept the changes.

Exchanges could try to exert more influence than they have to date. They run nodes but 

also serve as a centralized server to their clients. As a result, they dictate what version of 

Bitcoin their clients use. Thankfully, an exchange that would try to go rogue would risk 

alienating their clients.
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DISCLOSURES

This report has been prepared solely for informational purposes and does not represent investment advice or provide 

an opinion regarding the fairness of any transaction to any and all parties nor does it constitute an offer, solicitation 

or a recommendation to buy or sell any particular security or instrument or to adopt any investment strategy. Charts 

and graphs provided herein are for illustrative purposes only. This report does not represent valuation judgments with 

respect to any financial instrument, issuer, security or sector that may be described or referenced herein and does not 

represent a formal or official view of New York Digital Investment Group or its affiliates (collectively, “NYDIG”). 

It should not be assumed that NYDIG will make investment recommendations in the future that are consistent with the 

views expressed herein, or use any or all of the techniques or methods of analysis described herein in managing client 

accounts. NYDIG may have positions (long or short) or engage in securities transactions that are not consistent with 

the information and views expressed in this report. 

The information provided herein is valid only for the purpose stated herein and as of the date hereof (or such other date 

as may be indicated herein) and no undertaking has been made to update the information, which may be superseded 

by subsequent market events or for other reasons. The information in this report may contain projections or other 

forward-looking statements regarding future events, targets, forecasts or expectations regarding the strategies, 

techniques or investment philosophies described herein. NYDIG neither assumes any duty to nor undertakes to update 

any forward-looking statements. There is no assurance that any forward-looking events or targets will be achieved, 

and actual outcomes may be significantly different from those shown herein. The information in this report, including 

statements concerning financial market trends, is based on current market conditions, which will fluctuate and may be 

superseded by subsequent market events or for other reasons. 

Information furnished by others, upon which all or portions of this report are based, are from sources believed to be 

reliable. However, NYDIG makes no representation as to the accuracy, adequacy or completeness of such information 

and has accepted the information without further verification. No warranty is given as to the accuracy, adequacy or 

completeness of such information. No responsibility is taken for changes in market conditions or laws or regulations 

and no obligation is assumed to revise this report to reflect changes, events or conditions that occur subsequent to the 

date hereof.

Nothing contained herein constitutes investment, legal, tax or other advice nor is it to be relied on in making an 

investment or other decision. Legal advice can only be provided by legal counsel. NYDIG shall have no liability to any 

third party in respect of this report or any actions taken or decisions made as a consequence of the information set 

forth herein. By accepting this report in its entirety, the recipient acknowledges its understanding and acceptance of 

the foregoing terms.



8|       WH O CO NTRO L S B ITCO IN

NYD IG .COM/RESEARCH

Interested In Learning More?

https://nydig.com/research

