Nikos E. Mastorakis, Xiaodong Zhuang

International Journal of Computers
http://www.iaras.org/iaras/journals/ijc

Could China Lift the Bitcoin Ban Within the Next Five Years?

NIKOS E. MASTORAKIS
Technical University of Sofia,

English Language Faculty of Engineering
Sofia, BULGARIA

XIAODONG ZHUANG,
Qingdao University, Qingdao,
CHINA

Abstract: The 2021 ban on Bitcoin trading and mining in China marked a pivotal moment in the
evolution of the global cryptocurrency landscape. Though justified by Chinese authorities on
financial, environmental, and regulatory grounds, the ban has not fully diminished China's influence.
This paper evaluates the likelihood of China partially or fully lifting this ban within five years. It
presents a multidisciplinary analysis encompassing blockchain infrastructure, mining economics,
financial regulation, and geopolitical strategy to assess the technical, economic, and geopolitical

implications of such a policy reversal.
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1 Introduction

China's regulatory stance toward
cryptocurrencies has oscillated over the past
decade. While fostering blockchain innovation,
China has maintained a strong adversarial
approach  to  private  cryptocurrencies,
culminating in the 2021 comprehensive ban on
Bitcoin trading and mining. Despite these
measures, Chinese influence persists, primarily
through clandestine mining operations and
ongoing investments in blockchain
infrastructure, particularly the Blockchain
Service Network (BSN). This paper explores
the possibility that evolving economic and
geopolitical circumstances could prompt China
to relax or reverse its Bitcoin restrictions.
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The 2021 ban on Bitcoin trading and mining in
China marked a pivotal moment in the
evolution of the global cryptocurrency
ecosystem. Enforced under the rationale of
curbing financial risk, controlling capital flight,
and addressing environmental concerns, this
policy represented the culmination of years of
escalating regulatory scrutiny. Yet, even after
the formal prohibition, China's influence on the
crypto landscape has not fully receded.
Evidence of underground mining activities and
sustained investment in blockchain
infrastructure—particularly in  state-backed
initiatives like the Blockchain Service Network
(BSN)—suggests that the country maintains a
latent capacity to re-enter the cryptocurrency
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sphere should strategic interests align with
technological and economic incentives.

Over the past decade, China’s regulatory
approach to cryptocurrencies has oscillated
between cautious experimentation and outright
suppression. Initial cautionary statements in
2013 warned against speculative risks, which
evolved into bans on Initial Coin Offerings
(ICOs) and fiat-to-crypto exchanges by 2017.
The climax came in 2021 with a sweeping
prohibition on both mining and trading
activities. Nonetheless, Chinese actors have
remained active in indirect or unofficial
capacities. Notably, the Cambridge Centre for
Alternative Finance estimated that by mid-
2022, China still accounted for approximately
20% of the global Bitcoin hash rate—down
from a pre-ban peak of 65% —suggesting a
robust subterranean ~ mining  network,
particularly in energy-rich provinces like
Sichuan and Xinjiang. This complex regulatory
landscape invites a forward-looking question:
could China reverse, or at least soften, its ban
on Bitcoin within the next five years? To
explore this possibility, one must examine the
technical feasibility, economic ramifications,
and strategic motivations that could influence
such a decision. From a technical standpoint,
China retains significant latent capacity to re-
enter the mining sector. Before the ban, China's
dominance was underpinned by a unique blend
of affordable renewable energy, particularly
hydroelectric power priced as low as $0.02 per
kilowatt-hour, close proximity to major ASIC
manufacturers like Bitmain and Canaan, and an
efficient domestic logistics network for
hardware distribution. Should the ban be lifted,
a rapid restoration of approximately 30-40
exahashes per second (EH/s) could be feasible,
which would constitute an increase of roughly
25-30% to the current global hash rate. This
resurgence would have meaningful implications
for Bitcoin’s security model, as a higher
aggregate hash rate reduces the likelihood of
51% attacks and stabilizes block production
times, which in turn enhances the robustness of
Nakamoto consensus.
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Moreover, the reintegration of Chinese
infrastructure could open avenues for
innovative financial models that combine

decentralized and centralized paradigms. For
instance, interoperability between Bitcoin and
the digital yuan (e-CNY) could be achieved
through smart contract platforms and on-chain
compliance protocols. Such a hybrid system
would allow the Chinese state to maintain
control over monetary policy while leveraging
Bitcoin as a cross-border settlement asset,
particularly in Belt and Road economies where
dollar dominance remains a geopolitical
concern. The economic implications of a
potential reopening are equally profound. A
regulatory softening could inject an estimated
$10-20 billion of Chinese institutional and
retail capital into global crypto markets,
creating upward pressure on Bitcoin’s price.
Several scenarios have been modeled to
forecast potential price movements. Under a
controlled regulatory sandbox scenario by 2025,
Bitcoin could rise to $80,000-100,000. Full-
scale institutional authorization by 2026 might
push it to $120,000-140,000, while the re-
legalization of domestic mining could elevate it
further to $150,000-180,000 by 2027. In the
most optimistic scenario—a full legalization
and reintegration into China's financial system
by 2030—Bitcoin could surpass the $250,000
threshold. Increased mining activity, however,
would naturally raise the network’s mining
difficulty, filtering out inefficient or high-cost
operations globally. While this may displace
smaller miners, it would improve network
resilience and decentralization. Furthermore,
with restored hash power from China, the
network could achieve more consistent block
production times, potentially reducing average
transaction fees by 15-25%. This would
enhance usability and attractiveness for retail
users, fostering broader adoption.

Investor sentiment remains highly sensitive to
regulatory news from China. Historical data
shows that Chinese policy announcements can
cause Bitcoin price volatility spikes of up to
35% within 72 hours, reflecting the outsized
influence the country retains. A shift toward
positive  regulatory  developments  would
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therefore likely catalyze a prolonged bullish
phase, especially if paired with macroeconomic
trends such as fiat currency devaluation or
weakening global monetary confidence.

Geopolitically, lifting the ban could serve
multiple strategic objectives for China. First, it
could challenge the US dollar’s hegemony in
global trade by promoting decentralized
financial infrastructures aligned with BRICS
and other emerging economies. Second, it
would allow China to position itself as a leader
in  blockchain standardization and the
governance of international crypto regulation,
thereby shaping norms in a domain currently
dominated by Western narratives. However,
such moves would almost certainly exacerbate
tensions with  Western regulators and
institutions, particularly if seen as attempts to
circumvent the SWIFT system or undermine
global sanctions regimes.

Despite these potential benefits, significant
risks and barriers remain. Chief among them is
the threat of capital flight, which poses a direct
challenge to China’s capital control regime.
Environmental concerns—while mitigated by
the increasing availability of renewable
energy—remain a potent policy consideration,
particularly in light of China's commitments
under the Paris Agreement. There is also a deep
philosophical  contradiction between the
decentralized ethos of Bitcoin and the
centralized vision embodied by the e-CNY.
This ideological friction may limit the extent to
which Bitcoin can be domestically legitimized
without undermining the narrative of state
sovereignty over money.
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2.1 Regulatory Timeline

Year Regulatory Action Description
2013 Official warnings Initial
cautionary
statements on
crypto risks
2017 ICO and exchange | Prohibition of
ban ICOs and fiat-
to-crypto
trading
2021 Comprehensive Total ban on
crypto ban mining and
crypto trading

2 Current Mining Activity in China

Despite the ban, evidence suggests underground
mining remains active, especially in energy-
abundant provinces like Sichuan. According to
the Cambridge Centre for Alternative Finance
(CCAF), Chinese miners represented ~20% of
global Bitcoin hash rate by mid-2022, down
from ~65% pre-ban [1]. Before China's 2021
ban on cryptocurrency mining, the country
dominated global Bitcoin mining due to several
strategic advantages. Chief among these was
access to exceptionally cheap hydroelectric
power, particularly in regions like Sichuan,
where electricity costs could be as low as $0.02
per kilowatt-hour. This made large-scale mining
operations far more economical. In addition,
China was home to major ASIC manufacturers
such as Bitmain and Canaan, allowing miners
quick and cost-effective access to the latest
hardware. The country’s efficient supply chains
and logistics infrastructure further streamlined
deployment, maintenance, and scaling of
mining operations. If China were to lift its
mining ban, it is estimated that between 30 and
40 exahashes per second (EH/s) of hash rate
could return to the global network. Given that
the global Bitcoin hash rate currently hovers
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around 200 EH/s, this would represent a
substantial increase of approximately 25-30%,
potentially reestablishing China as a major
player in the mining ecosystem and raising
concerns around decentralization and regulatory
influence.

3. Technical Implications of Reversal

This section discusses China's potential return
to Bitcoin mining after its 2021 ban,
emphasizing the strategic advantages it
historically held, and what the implications of a
reopening might be. First of all we have to
examine: Why China Dominated Mining Before
the Ban. The first reason was the Cheap
Hydroelectric Power. Regions like Sichuan
offered extremely low electricity costs, around
$0.02 per (kWh)—a major
operational advantage in an industry where
energy costs are the
The second reason was the Proximity to ASIC
Manufacturers. Bitmain and Canaan, two of the
largest manufacturers of ASIC miners
(Application-Specific Integrated Circuits), are
based in China. This proximity meant:

kilowatt-hour

primary expense.

A third reason was the Faster access to cutting-
edge hardware and the Lower shipping and
import costs. A fourth reason was the easier
maintenance and repair logistics as well as the
efficient Supply Chain. China's well-developed
logistics infrastructure allowed mining farms to
quickly deploy, expand, or upgrade operations
with minimal delays or friction.

Now, we will examine the impact of a
Reopening. If China were to lift the ban on
crypto mining, it's estimated that: 3040 EH/s
(exahashes per second) of hash rate could be
restored This
represent a 25-30% increase in the global

relatively  quickly. would

Bitcoin hash rate, which at the time of the
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writing is around 200 EH/s. Hash rate is a
measure of the total computational power used
to mine and process Bitcoin transactions. A
higher hash rate generally means a more secure
network and increased mining competition..
Reopening China's mining operations could
significantly shift the global mining landscape,
restoring a large chunk of hash power and
potentially  re-centralizing some mining
influence back to China. This possibility is
relevant for miners, investors, and policymakers
tracking decentralization and energy policy
trends in crypto.

3.1 Mining Infrastructure Restoration

Metric Pre-Ban Post-Ban Potential
China Global China
Mining Mining Reentry

Hash Rate | 130 200 +40

(EH/s)

Energy 0.02 0.04 0.02

Cost (global

($/kWh) average)

% Global | 65% ~40% ~60-65%

Hash Rate (restored)

3.2 Network Security and Consensus

Increased hash rate reduces risks of:

- 51% attacks

- Mining centralization

- Network forks due to hash rate variance

3.3 Integration with e-CNY

A hybrid financial system combining Bitcoin

with the e-CNY could require:
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- Real-time compliance on-chain mechanisms
- Sovereign custody and asset bridging
- Smart contract interoperability bridging public
Bitcoin and permissioned blockchain systems
Such technical innovation could position
Bitcoin as a tool of Chinese monetary policy

rather than a competitor.

4. Economic Implications

4.1 Market Impact and Price Projections

Potential reopening could inject $10-20 billion
in institutional and retail Chinese capital into
Bitcoin markets.

Scenario Year | Price Key Drivers
Range
(S)
Regulatory 2025 | 80,000 — | Controlled
Sandbox 100,000 | experimentation
Introduction
Institutional 2026 | 120,000 | Institutional
Use - inflows
Authorization 140,000
Domestic 2027 | 150,000 | Hash rate
Mining  Re- - recovery  and
legalization 180,000 | liquidity
Full 2030 | 250,000+ | Broad market
Legalization participation

4.2 Mining Difficulty and Costs

Increased hash rate will push mining difficulty

upwards, possibly driving out inefficient
operators globally but enhancing network
stability.
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4.3 Transaction Fees and Network Usage

With improved block production stability,
transaction fees may decrease by 15-25%,
encouraging more usage.

4.4 Investor Sentiment

Empirical analysis of past announcements
shows China-related regulatory news cause
average Bitcoin price volatility spikes of 20-

35% within 72 hours [2].

5.  Geopolitical and  Strategic
Considerations
China’s  potential  reentry  into  the

cryptocurrency mining and blockchain space
carries significant geopolitical and strategic
implications. It challenges the dominance of the
US dollar by supporting the development of an
alternative, decentralized financial network,
which aligns with broader efforts by BRICS and
other emerging economies to reduce
dependence on Western financial systems. This
move could position China as a global leader in
blockchain standardization and cryptocurrency
regulation, giving it substantial influence over
the future direction of the industry. However,
such a shift may also heighten tensions with
Western regulatory bodies and financial
institutions that view decentralized finance as a
challenge to traditional monetary control. At the
same time, several risks and barriers could
hinder China’s reengagement. One major
concern is the potential for capital flight, which
would undermine the country’s strict capital
controls and financial stability. Environmental
issues also persist, despite growing reliance on
cleaner energy sources for mining operations.
Additionally, there is an inherent philosophical
conflict between Bitcoin’s decentralized nature
and China’s centralized approach to digital
currency, particularly the state-backed digital
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yuan (e-CNY). A resurgence in Bitcoin activity
could potentially erode the exclusivity and
control China seeks to maintain through its
central bank digital currency. Using historical
volatility data and simulated capital inflow
shocks from China, a Monte Carlo simulation
(10,000 runs) projects mean price increases
with right-skewed distributions for price
outcomes.

8. Conclusions

Given current economic, technological, and
geopolitical trends, it is increasingly plausible
that China could partially or fully lift its ban on
Bitcoin within the next five years. Several
factors support this potential policy reversal.
Economically, China continues to seek avenues
for innovation and growth in emerging
technologies, particularly in sectors like
blockchain and digital finance where it has
already invested heavily. Reopening the door to
Bitcoin mining and related activities could help
stimulate domestic tech industries, attract
foreign investment, and enhance China’s
competitive edge in the global digital economy.
From a technological standpoint, China has the
infrastructure, expertise, and production
capabilities to rapidly scale up mining
operations. It remains home to major ASIC
manufacturers such as Bitmain and Canaan, and
has an established supply chain that could
quickly restore and expand mining capacity.
Moreover, the increasing integration of
renewable energy—especially hydro, solar, and
wind—into China's grid could help address
previous environmental criticisms, allowing the
country to present a greener, more sustainable
approach to Bitcoin mining.

Geopolitically, reengaging with Bitcoin and the
broader cryptocurrency ecosystem could serve
as a strategic move to challenge the dominance
of the U.S.-led financial order. By embracing
decentralized financial networks, China could
support the development of alternative systems

ISSN: 2367-8895

177

International Journal of Computers
http://www.iaras.org/iaras/journals/ijc

for cross-border trade and settlement,
particularly among BRICS nations and
developing economies. This could help reduce
global reliance on the U.S. dollar and
potentially elevate the influence of the Chinese
yuan, especially in digital form. A policy
reversal of this magnitude would have far-
reaching consequences. For Bitcoin itself, a
return of Chinese miners could significantly
boost the global hash rate, improving network
security and resilience. It could also affect

Bitcoin’s valuation by signaling growing
institutional and  state-level  acceptance,
potentially encouraging broader adoption.

However, it would also reshape mining
dynamics, possibly re-centralizing a substantial
portion of hash power in China and raising
concerns about geographic concentration and
political influence. More broadly, such a shift
could realign global financial power structures.
It would position China not only as a major
player in the blockchain space but also as a
potential architect of global digital currency
standards. This could heighten geopolitical
tensions, particularly with Western
governments and regulatory bodies that may
view China’s actions as both a competitive and
ideological challenge to their financial
frameworks. Ultimately, the lifting of the
Bitcoin ban would mark a pivotal moment in
the evolution of global finance, digital
sovereignty, and monetary innovation.
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