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The adaptation of decentralized finance (Case study:

decentralized finance among Prague University Students)

Abstract

This research project is created to analyze and investigate the level of adaptation of
decentralized finance among university students in Prague. The Idea of the research originated
because the current level of investments and market capital of decentralized finance is
increasing day by day. With more users joining the decentralized finance sector, it is still not
clear why there is such an increased number of decentralized finance investments and users
and whether there is potential for decentralized finance to substitute traditional finance. So, the
researcher decided to investigate whether university students in Prague universities are using
decentralized finance, and if yes, what are they using it for. The data in the research was
gathered through a literature review, and feedback from Prague students was gathered through
questionnaires given out to students both online and in person. After conducting a detailed
literature review about decentralized finance and collecting questionnaire feedback for over
120 university students in Prague, Czech Republic. The findings are that the majority of
university students in Prague, over 81% percent know what decentralized finance is. And
46.2% of the university students in Prague did have a decentralized finance transaction in the
past 2 years. 57% percent of the students in Prague use it as a form of investment rather than a
currency for exchanging goods. Lastly, over 75% percent of university students in Prague
believes that using decentralized finance as a form of investment, and conducting financial
transactions will increase in the upcoming years. The findings from the literature review
strongly suggested that people tend to use decentralized finance when they cannot rely on or
trust their country’s traditional financial system. So decentralized finance does not fully replace
traditional finance but acts as a potential substitute for traditional financial systems if it is not
functioning well or there are issues with the traditional financial system. Which explains the
reason why decentralized finance is only utilized as a form of investment in the Czech Republic

and not as legal tender. As the local Czech Financial system is functioning well.
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Adaptace decentralizovanych financi (subjekt vyzkumu:

Decentralizované finance mezi studenty prazskych univerzit)

Abstraktni

Tento vyzkumny projekt byl vytvofen, aby analyzoval a zkoumal turoven adaptace
decentralizovanych financi mezi studenty prazskych univerzit. Motivace tohoto vyzkumu
vyplyva z momentélni vySe investic, a trzniho kapitalu decentralizovanych financi, které rostou
kazdym dnem. S vice uzivateli pfipojujicich se do sektoru decentralizovanych financi, stale
neni jasné pro¢ pocet investic a uzivateli decentralizovanych financi stale roste, a pokud maji
decentralizované finance potencial nahradit finance tradi¢ni. Proto se vyzkumnik rozhodl
vystudovat, zda studenti prazskych univerzit vyuZzivaji decentralizované finance a pokud ano,
na co je pouzivaji. Udaje v tomto vyzkumu byly shromazdény z posudk literatury a skrz
zpétnou vazbu prazskych studentti, shromazdéné v dotaznicich, které byly studentiim vydavany
jak online tak i osobné. Po sestaveni detailniho literarniho posudku 0 decentralizovanych
financi a shromézdéni zpétné vazby z dotaznikli od vice jak 120ti studentd prazskych univerzit
v Ceské Republice. Vysledkem je, e vétsina studentd prazskych univerzit, pres 81%, vi co
jsou to decentralizované finance. A 46.2% studentl prazskych univerzit provedli transakci v
decentralizovanych financich za posledni dva roky. 57% studentli v Praze je pouziva spiSe
formou investice, nez jako ménu na nakup zbozi. Nakonec pies 75% studentl prazskych
univerzit veéfi, Ze vyuzZiti decentralizovanych financi jako formy investice, a vytvareni
finan¢nich transakci se v budoucich letech zvysi. Vyzkum literarnich posudku siln€ naznacil,
ze lidé maji sklon k vyuziti decentralizovanych financi v pfipadech, Ze se nemohou spolehnout,
nebo divétrovat tradi€nimu statnimu finanénimu systému. Coz vysvétluje diivod, proc jsou v
Ceské Republice decentralizované finance pouze vyuzivany formou investic, misto legélniho

platidla. Jelikoz lokélni ¢esky financni systém funguje dobie.

Klic¢ova slova: Decentralizované, finance, blockchain, studenti, univerzit, adaptace, Praha.
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1. Introduction

The Economic world is highly connected and full of competition between countries and
organizations. While that is a positive aspect from the economic point of view. Many families’
livelihood and lifelong earnings are deeply connected to their country’s economic and financial
system management. Positive country economic management is very crucial to the stability of
population of this country. And as it can be seen from many economic scenarios that happened
in recent years, the depreciation of Venezuelan currency, Lebanese liquidity crisis and Turkish
currency crisis. The financial system may not always be perfect, or protective of its users. There
have been many scenarios of governments making mistakes and damage the country’s financial
system in process, leaving many of the population in economic collapse and endanger their
livelihood (Reuters, 2021). This has severe impact on the livelihood of many families. Who
are not actively engaged and following up with the recent updates and news of the financial
sector and central banks. For example, the Lebanese pound have lost 90% of its value in late
2019. Pushing the country to a financial crisis due to governmental incompetence and
leadership flaws (Sabaghi, 2022). Lebanon’s GDP decreased from 55 billion in 2018 to 20.5
billion in 2021 according to the world bank (Reutors, 2022). People often store their life savings
in their country’s currency, and if the country management is not competent enough.
Population of that country may lose value of all their savings due to the mistakes their country’s
leadership or central bank leadership decisions. And These issues are not always the fault of
the average citizen. But it would put the safety and livelihood of average citizen life and future
at huge risk. And that is because the average citizen has no control or overseeing ability of
what is happening inside the central bank or other financial institutions in the country. Central
bank information can sometimes be very centralized and not shared quickly with other
stakeholders outside of the central bank. Countries that once faced hugged financial burdens
because of their central banks are Lebanon, Venezuela, Sri Lanka, and many other countries
(Stevens, 2022). These countries woke up one day to realize all their savings, cash, liquidity is
losing its value day by day. Simply because their central banks made mistakes, kept
information for themselves, and hidden data from the rest of the population.

Due to financial crises presented above, people have decided to create an alternative financial
system that can provide solution to the current centralized financial system, where it operates
in a decentralized environment where no central group of people can have full control and

ownership of managing the monetary system. By eliminating middlemen and banks, People



can now use peer to peer network and leverage the technological advances achieved to use
conduct financial transactions through decentralized finance. Decentralized financial system
sometimes called “DeFi” is an operating financial system where computers from all around the
world are connected and everyone connected to the decentralized finance network can monitor
transactions, liquidity, transaction fees, wallet holders and other financial information.
Whenever there is internet, the decentralized finance can lend, borrow, buy, sell, and hold
electronic money. Decentralized finance eliminates the need of having banks to hold our
savings, or to process transactions for us. And with the use of technology, this makes the cost
of transactions and holding money much cheaper. This helped create a parallel economy in
which now people can also store their money as crypto currency on online networks.
Decreasing the risk of having the government control their money and increasing the sense of
ownership to people with their money.

With such financial crises happening, this pushed people to try to find a new solution to the
current financial system. A solution to the current financial system where the average citizens
can have more power and overview of the financial system, can make their own decision
without the need of confirmation or accessibility from the central bank or local government.
For example, the people of Lebanon are now unable to withdraw their money from their banks.
Even though this money belongs to them, but due to the mismanagement from higher level
leadership of the country’s funds, the country’s central bank lost its liquidity reserves and is
now unable to pay back the people their money. While higher level leadership in the
government were able to withdraw all their funds months before the crisis has happened. The
country’s leadership staff was aware of the liquidity issue happening in the Lebanese central
bank and were able to withdraw their savings and transfer it to foreign accounts abroad, so they
save their funds before the Lebanon economy collapsed. While the average Lebanese citizen
was not able to oversee such information or forecast. And failed to protect himself from such
economic collapse, because the information about the potential financial sector collapse was
hidden from the public for a long time by the Lebanese government.

The process of eliminating such problem as low access to financial information can be resolved
by decentralized finance, simply because all the users engaging in the decentralized finance
have access to the public ledger and would have been able to spot the large sums of money
being withdrawn by officials in the central bank and the local government. Which would raise
suspicion for the public to withdraw their funds as well. Reducing the damage that has impacted

the Lebanese population in 2021. The Lebanese citizen is now unable to withdraw their savings

9



because there are currently no reserves available at the Lebanese banks for people to withdraw
money. And the central bank halted withdrawals for all the local citizens. The Lebanese
population now have many different choices to make, either to depend on their country’s
financial system, which is struggling from fraud and mismanagement for years, start from zero
and create a new financial system. Or rely on decentralized finance as a contingency financial

system until the country gets the support it needs for the world bank.

As it can be seen from the issues presented above, centralized finance has drastic fallout
damage to the populations using it. And by the market capital of decentralized finance
increasing drastically, this has raised the curiosity of the researcher in this research to try to
analyze and investigate the level of adaptation of decentralized finance among university
students in Prague, Czech Republic. As this would show how much people understand from
decentralized finance, how often they wuse it, and what they believe is its

advantages/disadvantages.

2. Aim, Objectives, and research questions
2.1. Aim

To research the adaptation level of decentralized finance among university students in Prague.

2.2. Objectives

e Toresearch about Decentralized finance, their advantages, and disadvantages. And why
they are continuously growing in the means of market cap and public interest.

e To gather data about the awareness and understanding of Decentralized finance among
university students in Prague.

e To gather data about the percentage of university students that are currently engaging
in decentralized finance.

e To Gather data about whether university students are still interested to invest in
Decentralized finance technology in the future.

e Draw conclusions on the level of awareness and interest of blockchain investments

amongst university students in Prague.

10



2.3. Research questions

To research about Decentralized
finance, their advantages, and
disadvantages. And why they are
continuously growing in the means

of market cap and Active users.

. What is decentralized finance

technology?

. What are the advantages of

decentralized finance technology?

. What are the disadvantages of

decentralized finance technology?

. Why is the decentralized finance

market cap increasing recently?

To gather data about the awareness
and understanding of blockchain
investments amongst university

students in Prague.

How aware are university students
in Prague about blockchain
investments and decentralized
finance?

Do university students in Czech
Republic understand the concepts
of decentralized finance?

Do university students in Prague
find potential in decentralized

finance?

. What is the main usage of

decentralized finance  among

university students in Prague?

To gather data about the percentage
of university students that are
currently engaged in decentralized

finance.

Do university students in Czech
Republic ~ use  decentralized
finance?

How much is the percentage of
university students that understand
decentralized finance?

Is the interest for decentralized

finance increasing or decreasing?

11



. What are the percentage of income

that university students invest in

decentralized finance?

To Gather data about whether
university  students are still
interested to invest in blockchain

technology in the future.

Do students in Czech University
find potential in Decentralized
finance?

Does University students in the
Czech Republic think the trend of
using decentralized finance will
increase?

Does University students in the
Czech Republic think the trend of
using decentralized finance will

Decrease?

. What does the University students

in the Czech Republic find as the
advantage of  decentralized

finance?

Draw conclusions on the level of
awareness and interest of
blockchain investments amongst

university students in Prague.

. Are University students at Czech

University of life  science

Interested in decentralized
finance?

Do students in the Czech
university of life sciences find
potential in decentralized finance

in the future?

. What is the percentage of the

Students in Czech university of life
science that are currently invested

in decentralized finance?
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4. Do students in the Czech
universities use decentralized

finance?

3. Methodology

When it comes to constructing your research, there is many aspects that you need to take into
consideration to have the right approach to gathering and analysing your data. One of these
aspects are the methodology. The researcher's approach of collecting, analysing, and presenting
the data for his study is referred to as his methodology. Therefore, it is crucial for this research
that we explain the technique that will be applied to the data and information acquired from
this research, as well as the rationale behind our choice of methodology. By demonstrating that
the methods and techniques used are the ones that best meet the research's aims and objectives,
methodology should enable the researcher to defend the design choice. and be able to deliver

reliable and useful findings.

The data will be gathered through Questionnaire, which will be analysed by creating Pie graphs
of the responses, the graphs will be then analysed, and findings added to the research. The tool
of google forms provides automated graphs creation, which will decrease the time consumed
for gathering the data. Furthermore, the Researcher will use Chi Square test to test if there is
any relationship between different values that is collected in the research. The test will help
identify how categorical values are related in the research. The first Chi-Square test will be
used in order to try to find if there is a relationship between gender, and their awareness of
decentralized finance. This will help identify if Gender has an impact on the level of awareness
of decentralized finance. The second Chi Square test will be used to find if there is relationship
between gender and whether the respondent has used decentralized finance in the past 2 years.
This will help to know if there is relationship between gender and if they use decentralized
finance. Lastly, A Chi-Square test will be used to find out if there is relationship between if
people use decentralized finance, and if they trust their local banks in conducting their financial
activities. This will help add statistical analysis of the data gathered. Improving the overall

findings and the benefits of the research.

3.1. Research philosophy
To start with, we must identify the research philosophy. The research philosophy term relates

to the development of knowledge and the nature of that knowledge (Saunders et al., 2015) The
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research philosophy chosen has important assumptions on how the researcher view the world.
Those assumptions will also influence the research strategy. To start with, we must identify the
epistemology of the research, Epistemology as defined in the business research book refers to
what constitutes acceptable knowledge in a field of study (Saunders et al., 2015). To simplify
what epistemology means, is that for different research, there are different research approaches
which could be utilized. For example, a researcher to find out information about the feeling of
employees toward their managers, will use a different approach than a researcher which is
analysing the operation assets of a company. Because the first researcher data that will be
collected will be more related to feelings, which is closer to the natural scientist. While the
second researcher would be focusing more on the collection and analysis of facts such as
number of computers, number of cars etc. Therefore, in this research, due to the nature of the
data being collected, the research will be conducted through positivism approach. Because the
research will be conducted with regard to visible social reality and because the research's results
may result in generalizations that resemble laws, positivism is typically embraced as the
philosophical attitude of natural scientists (Saunders et al., 2015). Additionally, the
interpretivism approach will serve as the research's supporting epistemology. According to the
interpretivist epistemology, it is essential for the researcher to comprehend how people differ
from one another as social agents. This underlines the significance of undertaking human
research while being aware that the outcomes will be more varied and contain a wide range of

variables. rather than counting the number of computers or cars.

On the other hand, ontology is more focused on the nature of reality. the epistemological
strategy follows. Ontological approaches can be divided into two categories: subjectivism and
objectivism. Subjectivism, on the other hand, maintains that social phenomena are produced
from the perception and subsequent actions of those social actors concerned with its existence.
Objectivism portrays the position of social entities as existing external to social actors
concerned with their existence (Saunders et al., 2015). Due to the type of data being collected
for this study, the researched adopted the objectivism approach, as it matches the research data
needs. As decentralized finance ecosystem exists outside perception of decentralized finance
users and crypto users. However, a secondary approach will be utilized, which will be the

subjectivism approach.

3.2. Research Approach
After deciding the research philosophy, it is important to underpin the research approach.

Research approach refers to the process of construction of hypothesis. There are two main types

14



of research approaches, deduction, and induction theory. Deduction theory refers to testing a
theory, where a theory is first created, and then it is subjected to rigorous test (Saunders et al.,
2015) While on the other hand induction research philosophy relates to the process of creating
theory from analysing and testing information and data collected. So due to the nature of this
research, which is to analyse and research the level of adaptation of decentralized finance
among university students in Prague. The method of inductive inquiry was chosen by the
researcher. Since the theory is developed beforehand, prior to the data collection, it is
developed at the conclusion of the research, following the collection and analysis of all the
data. Additionally, to assist the researcher in covering the entire area of the research

assignment, a complementary deductive technique will be adopted.

3.3. Research Strategy
Research strategy is a crucial component of research because it is where the researcher decides

how to go about collecting the data for the study. Different strategies can be used for
exploratory, descriptive, and explanatory research. Different research strategy will need to
match with specific research philosophies and approaches. Due to the nature of this research,
and the need to research the level of adaptation of decentralized finance among university
students in Prague. The researcher decided that the research strategy that will be utilized in this
research will be survey method. Survey method is usually associated with deductive approach.
And it is often used for descriptive research. Utilizing the survey method, you can gather
quantitative data for quantitative analysis using both descriptive and inferential statistics.
Additionally, models of specific correlations between variables can be created utilizing the data
gathered using a survey technique, along with suggestions for potential causes. When sampling
is used, it is feasible to provide results that are representative of the entire population at a lesser
cost than collecting the data for the entire population, which should allow you greater control

over the research process.

Therefore, to gather information about the level of adaptation of decentralized finance among
university students in Prague. The most applicable approach to gather this data in timely
manner was questionnaire. This is because questionnaires offer researchers a quick method to
gather a large amount of data in a short period of time. The type of data that will be gathered

from the questionnaire is qualitative data.

The questionnaire consisted of 14 multiple choice questions. The aim of the questionnaire was
to conduct survey among university students in Prague to try find out the level of adaptation of

decentralized finance among university students in Prague. The sample size of 120 respondents
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was requested by the thesis supervisor Vladmir Krepl, where the thesis supervisor considered
that having 120 responses as a fair sample considering the short period of time required, and
so there would still be time to analyse the data and present it in the final thesis. The
Questionnaires were handed out to students in person at the campus of Czech University of life
sciences, and at the students in the Czech Technical library as it is a main hub for studying for
university students in Prague. The respondents were given 10 minutes to answer the survey,
and the responses were all saved automatically at the google form docs where the

questionnaires are published.

The adaptation level of decentralized finance
among University students in Prague.

Dear Participant,
My name is Marwan Ibrahim, a full-time masters student at the Czech University of Life Sciences, majoring in
Economics and Management.

By filling out this 5 minutes survey, you will help me gather data related to my research topic "The level of
adaptation of decentralized finance among University students in Prague". This research will help us
understand the current level of adaptation of decentralized finance, and where the trend of decentralized
finance is heading.

This data will be processed anonymously and will be used in my final diploma thesis. All participants must be
18+ and the findings will be used for academic purposes only.

For any more questions about this research, or the researcher; you can contact me at
Xibrm004@studenti.czu.cz or my thesis supervisor Krepl@fts.czu.cz

You can have a copy of the research findings, by informing me in person or contacting me through my email
listed above.

Thank you in advance for your cooperation.

Figure 1 Questionnaire cover page (Ibrahim, 2022)

The data gathered from the questionnaire would then be analysed by the google forms platform.
Where it will automatically create charts that represents the responses and their choices. These
graphs will be used to present the data and used to create conclusion for the research.

The Questionnaire will include the following cover page which introduces the respondents to
the survey and provides them with basic information about the research purposes and different

point of contacts that can be used for any further Questions.
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3.4. Chi Square test
After gathering the data from the questionnaires and analyzing the responses and recording

relevant trends. The researcher will also use Chi square test method to find any correlation or
connection between different variables in the questionnaire. Chi square tests is often used to
test hypothesis (Hayes, 2022).

Given the size of the sample and the number of variables in the relationship, the chi-square
statistic examines the size of any discrepancies between the expected results and the actual
results. When data are being evaluated from a random sample and the variable in issue is a
categorical variable, a chi-square test is applicable. A categorical variable is one that includes
options like the type of automobile someone drives, their race, level of schooling, whether they
are male or female, or how much they like a particular political candidate. These kinds of data
are frequently gathered through questionnaires or survey responses. Therefore, when

examining this kind of data, chi-square analysis is frequently the most helpful.

The research methodology that was used during the research has deemed to comply with
fulfilling the requirement of the research. The findings helped answer the research questions

and helped create conclusions for the research.
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4. Literature Review

4.1. The origin of decentralized finance
The foundation of decentralized finance originated when bitcoin whitepaper was first published

in 2008 under the name “Bitcoin: A peer-to-peer electronic cash system”. Bitcoin is the first
blockchain based peer to peer currency in the world (POPESCU, 2021). The white paper was
uploaded by a person or group of persons under the pseudonym of Satoshi Nakamoto. Which
published the first plan or protocol of bitcoin. The main aspect that differentiates bitcoin from
other currencies in this world is that it is decentralized. Unlike other financial institutions that
often have a central organizing agency to manage, monitor and operate the currency. Bitcoin
leverages the blockchain network to guarantee that bitcoin stays operative and neglecting the
need for an official gatekeeper or a central gatekeeper. This helps increase trust in the bitcoin
network, as everyone has similar access to the network and its information. In a more simple
and purposeful explanation, Satoshi Nakamoto created a peer-to-peer network in which people
can make transactions by hashing them into an ongoing chain of hash-based proof-of-work,
forming a record that cannot be altered or adjusted. Without re-doing the proof of work. And
this transactions ledger is accessible to everyone at the same access level. Creating equal flow
of information across all its users. And preventing any attempt to hide information from its

users.

4.2. How Bitcoin Transactions Work

~BLOCKCHAIN--

Block Ledger Distribution Transaction Confirmation  Proof of work Result

HERD

&

Figure 2 Blockchain Transaction (Scott, 2022)

To be simplified, Bitcoin is a peer-to-peer electronic cash, that allows people online to make
payments to be sent directly from one person to another, without going through financial
institutions. By having digital signature, it provides part of the solution. And the main benefit

of such transaction is that is eliminates the need of a trusted third party. The network
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timestamps transactions by hashing them into an ongoing chain of hash-based proof of work,

forming a record that cannot be changed without redoing the proof of work.

When a person decides to send bitcoin or crypto currency to another user in the network, the
first step is to have an electronic wallet, which will be used to transfer the funds to another
wallet in the network, Second, the sender must know the wallet address where the money is to
be transferred. The blockchain network creates a signature using your private key and the
amount to be delivered after the first wallet requests to send cryptocurrency to the second
wallet. It then publishes this signature to the network for miners to verify. The network miners
now have the signature and may verify that the wallet contains the specified amount of bitcoin
before sending it to the second user. The miners will then add this transaction to the most recent
block and have it verified by other miners. The transaction will be saved into that block after
receiving a minimum number of validations from various miners, and the validators will be

compensated for their work in recording the transaction with validation fees.

This chain, which originates with the greatest CPU resource, serves as evidence for the order
in which the events occurred. There isn't much structure needed for the network itself. Nodes
are free to leave and re-join the network whenever they want. accepting the longest chain of
proofs of work as evidence of what transpired when they were not actively participating in the

process.

4.3. The main Decentralized finance networks, and how they operate
There are many different types of decentralized finance networks, coins, or currencies. On the

day of writing this research paper, the largest crypto currency in the means of market capital is
Bitcoin, with the current market cap of 366.76 billion (CoinMarketCap, 2022). However, at
peak of 2021 November, Bitcoin market cap was at 1.3 trillion dollars which is more than many
tech companies combined, or even some countries in Europe and middle east. Followed by
Ethereum, with the market capital of 159.53B, which at peak of November 2021 was at 569
billion. Followed by Tether, a stable coin with the current market capital of 68.42 billion
dollars, which peaked at 84 billion at May 2022. Comes after the fourth largest coin by market
capital which is the stable coin USD Coin with the market capital of 45.89 billion. Finally,
Binance Coin BNB. With the Current Market Capital of 43.63 billion dollars. And peaked at
105 billion Dollars in November 2021.

You might be wondering, what is the difference between all these different Crypto currencies?

Well, let’s first find the main common similarity between those crypto currencies. The main
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similarity between all the mentioned crypto currencies Is that they operate under the blockchain
technology. Which is an open source, accessible for everyone form of ledger that anyone can

access and monitor transactions in. So, what is the difference between those crypto currencies?

Well, to start with, we must understand that crypto currencies fall into two categories: Coins
and tokens. Coins are native assets of a blockchain, like for example bitcoin or Ethereum.
These coins are essential for transactions to occur on the network. While tokens are created
within the blockchain, and you can have unlimited number of tokens within a blockchain,

however, a blockchain must only have one native asset (Kumar, 2022).

Typically, Coins are created for transactional fees, governance, and other use cases. They can
be considered as the infrastructure or a backbone of the blockchain. While tokens can represent

myriad of other cases such as gaming, stable coins, NFTs (Kumar, 2022).

So based on this information, the crypto Currencies we just mentioned above can be classified
as the following: Bitcoin, Ethereum and Binance are Native Coins. While Tether and USDC

are Tokens.

Let’s start with bitcoin. Bitcoin is the leader in the crypto sector. This is because it is the first
Crypto currency that was published to the world. Secondly, it is the largest in the network by
the means of market capitalization. Furthermore, the main unique factor about bitcoin is that
the supply of bitcoins is capped to 21 million. And as of June 2022, there is slightly more than
19 million bitcoins currently in circulation. And almost a thousand bitcoins are mined to the
system every day, which will drive bitcoin to reach its maximum supply at some point in the
future, which is expected to have an impact on its demand. The idea of bitcoin having a supply
cap of 21 million, attracted many investors and users, because it fits to the basic economic
theory of demand and supply. And theoretically, as the supply of something is decreasing, its
price should increase. Therefore, many investors believe the price of bitcoin should continue
to increase due to its finite supply. Bitcoin is originally created to be independent of
governmental and central bank authorities. It relies on blockchain technology to keep the coin
operational. Bitcoin was also the founder of cryptography and consensus (peer-to-peer)
verification. which is the foundation of all crypto currencies today (Tardi, 2022). Lastly, A P2P
network structure is often decentralized and is created to function at the best interest of all
parties involved, rather than primarily benefiting a singular party or a centralized bodyA peer-
to-peer blockchain network synchronizes various computers to operate as one big computer.
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P2P networks should ideally be censorship-resistant, open, public networks that enable the

sharing of crucial data and information among all interested parties.

Additionally, Ethereum is the second-largest cryptocurrency in the decentralized financial
ecosystem. Ethereum is also based on blockchain technology, but it was designed as a
programmable blockchain (Tardi, 2022) which means that it was not only created or designed
to support currency. It was also designed to allow developers and network users to created,
publish, monetize, and deploy decentralized applications which are sometimes referred as
(dApps). Ether is the main native currency of the Ethereum network. Which means, all the
transactions in the Ethereum network must be confirmed with Ethereum. Ethereum has also
been the blockchain where the concept of NFTs originated. NFTs stand for Non-Fungible
Tokens (Explain what is NFTs here). The main difference between Ethereum and Bitcoin is
that bitcoin was created as a form of currency and a hold of value, While Ethereum is created
to allow developers and users to create decentralized apps, smart contracts, digital games, and
collectibles. Which gives room for infinite creations that can utilize those tools to create great

services for its users.

Thirdly, Tether is the world’s first crypto currency to be marketed as a stable coin, a new type
of crypto currencies known as Fiat collateralized stable coins. The value tether coin is directly
pegged to the US dollar. This was created as a tool to protect investors from the volatility of
crypto currencies. Allowing investors to exchange their crypto currencies to Dollar pegged
currency (Tether) to protect their gains from investments in the decentralized finance. Allowing
the investors to save their profits in the form of dollars, protecting them from any further
volatility in the crypto currency network. So, tether was never intended to be a speculative
investment, but rather a stable coin to save your funds. However, it is important to understand
that Tether does not have its own blockchain. Tether is a Centralized entity. The company
tether has the power to issue (mint) and destroy (mint) USDT tokens at any point to adjust the
supply of the coin in circulation. Which raises many questions about the Integrity of tether as
a coin, and how far we can trust the entity behind it. Many people believe that Tether holds a
drastic power over the blockchain network. Because it is basically the lifeblood of crypto
ecosystem. People are worried that if tether plans to suddenly increase its supply in the network,
it may impact the Integrity of the evaluation of these crypto currencies. This happened when
in May 2022 tether lost its peg to the dollar for a short period of time, which resulted in the rest

of crypto currencies plummeting in the fears of an ecosystem collapse to due tether losing its
pegging.
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Fourthly, another digital stable coin linked to the dollar is called USDC Coin. It is run by a
group known as Center. it was established by a group called Circle. In the decentralized finance
ecosystem, USDC is regarded as the second-largest stable coin (Hicks, 2022). The market
capitalization of USDC peaked at 24™ of June 2022 reaching 55.79 billion, while it is currently
at 43.9 billion at the time of writing this report on the 21st of October 2022. To put this more
into perspective, together USDC and Tether account for 80% of the capitalization of the global
stable coin market (Hicks, 2022). The coin was originally launched in 2018 and was initially
planned to be a regulated stable coin that runs on the blockchain technology. One of the main
advantages stable coins offer to crypto traders and users is that it allows them to buy and sell
other crypto currencies without having to move real money in and out of exchanges.
Facilitating better trading experience. It also allows traders and investors to be able to quickly
exchange their economic gains from other crypto currencies and save their profit in fiat
currencies. USDC can be transferred 24/7 and is faster than many other crypto currencies.
Allowing people to make transactions faster and cheaper. Reducing the cost for transferring

assets.

Lastly, BNB coin is a cryptocurrency that was issue by Binance exchange and trades with the
BNB symbol. The Coin was founded in July 2017, and it initially ran on the Ethereum
Blockchain with ERC 20 standard (Frankenfield, 2022). Binance originally was operating on
the Ethereum network, However, now it is the native currency of Binance own blockchain, the
Binance Chain. The Binance exchange is currently the largest exchange worldwide, which
allows trading of more than 600 crypto currencies and provides other services such as NFTSs,
Loans, launchpads for new tokens or coins, and Binance credit card. The coin Initially started
with 100 million Binance tokens as supply. However, Every Quarter, the Binance committee
uses one fifth of its profits to re-purchase and permanently burn the Binance coins held in its
treasury. This is to try to decrease the number of Binance coins in supply/circulation and

therefore increase its price.

The coin BNB can be used in many ways, it can be used to pay transaction fees on binance.com
and Binance blockchain network. It can also be used for payments at travel accommodation
sites such as Travelbybit, trip.io. it can be used for entertainment purposes such as buying gift
cards. Or pay for online services, or even financial activities such as taking a loan. This is all
possible due to the sophisticated Binance exchange which offers its users many different

services.
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4.4. The market capitalization of decentralized finance
The Total Market Capital of decentralized finance as of writing this statement on the 14™ of

October 2022 is 978 billion dollars $. That is -60% change from one year ago on 14" of October
2021 (Crypto market cap charts 2022). As we can see from the chart provided below, the
market capitalization of crypto currency has peaked in November 2021, reaching the total
market capitalization of 3 trillion dollars. And then continued to drop periodically until it
reached 978 billion dollars today. To put that into perspective, The total market capital of
German companies listed on the Frankfurt stock exchange equals to 2.21 trillion euros (Statista,
2022). So, during November 2021, the market capital of decentralized finance exceeded the
total market capital of the whole Germany stock exchange market. Which is one of the major

economies in the world.
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Figure 3 Total Crypto Currencies Market Cap (Crypto market cap charts 2022)

4.5. Transaction fees of decentralized finance
Transaction fees are referred as Gas fees in the blockchain network. Gas fees are required to

successfully conduct a transaction on the blockchain network. And gas fees are usually priced
in tiny fractions of the original transaction being executed. The price of gas fees is determined
based on many aspects, the main aspects of determining the gas fees are supply, demand, and
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network capacity and the time of executing the transaction (Frankenfield, 2022). The idea of
gas fees is created to compensate the blockchain miners for the work done in maintaining and
book-keeping the blockchain network. While making a crypto transaction, the users can choose
the amount of gas they are willing to pay, there is gas limit which cannot be paid less than it.
The higher you pay for gas fees, the higher the priority will be for the miners to execute your
transaction, and the opposite is also correct, the less gas fees paid for a transaction will impact
its transaction speed by decreasing it priority, therefore less miners will be interested in
executing the transaction for you. Furthermore, gas price is the price per unit of work done,
therefore if the transaction amount is larger, the gas price for that transaction will also increase,
due to the increased number of units in the transaction (Frankenfield, 2022). The transaction is
then executed by miners or validators, by verifying and processing the transaction on the
network, and then are awarded a fee in return for their computing power provided. Furthermore,
Another Aspect to be considerate about is the supply and demand for the transactions dictate
the transaction gas prices. If the network is congested, with an increase of requested
transactions, the gas prices might increase in that time. But if the demand for transactions is
low, the gas price for transactions will also decrease due to no traffic.

You might be wondering, why do | need to pay gas fees to execute a transaction? Well, it is
because it is what incentives miners and validators to be providing this service. Because if
miners could not benefit from keeping the blockchain network running, there would be no
reason for miners to invest in becoming a validator in the network. The network would not be
able to operate decentralized if the miners are not supporting by keeping the blockchain active

and recording transactions to the public ledger.

4.6. Decentralized finance as a substitute to traditional finance.
Decentralized finance has shown to be useful in many different aspects of the world and the

economy. One scenario occurred in Ukraine, where the Kyiv government was in severe need
of donations and has shown interest in using decentralized finance as a tool to receive donations
and financial support to improve its national defense. After that Ukrainian government tweeted
that the country now accepts international support aid via crypto currencies, the country quickly
gathered more than 100 million dollars in financial aid in a short period of time (Dermarkar &
Hazgui, 2022).
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Ukraine / Ykpaina &
@Ukraine
% Ukraine government organization

Stand with the people of Ukraine. Now accepting
cryptocurrency donations. Bitcoin, Ethereum and
USDT.

BTC - 357a3S09CbsNfBBgFYACGvxxS6tMaDoalP

ETH and USDT (ERC-20) -
Ox165CD37b4C644C2921454429E7F9358d18A45e14

4:29 PM - Feb 26, 2022 - Twitter for iPhone
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Figure 4(Stand with the people of Ukraine. now accepting cryptocurrency donations. bitcoin,
Ethereum and USDT 2022)

Ukraine Leveraged the power of decentralized finance to gather more donations. This provided
a way for the Ukrainian government to receive donations with less levels of bureaucracy for
the transaction to be completed. This allowed the Ukrainian government to receive the funds
directly to its electronic wallet without the need to wait for bank confirmations and other
traditional financial system bureaucracy. This is a large improvement to the traditional way of
donations, were your bank and local government would know about your donation. Another
advantage that the crypto currency donations had over other form of donations, is that they
were relatively faster received rather than the traditional means of donation. This is because
there was absence of intermediaries. Which often slow down the process, and even take a cut
of the donation to process as fees. Because in comparison with the Bank transferred donations,

which would take up to several days to
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arrive to the Ukrainian government, the crypto currency asset transfers were deposited within
minutes. Allowing the government to be able to access and use the funds in a faster manner.
This demonstrates a strong use case of decentralized finance where it can move quicker
between countries, decreasing the need of middlemen and banks that often require a percentage

of the transaction.

Decentralized finance not only benefited the people of Ukraine during the Ukrainian Russian
war. The Russians also used decentralized finance to their benefit. As it may be known for
many people, the Russian government and banks received a hefty share of sanctions during the
past few years. this has impacted the ability for the Russian citizens to be able to store, save
and spend their funds internationally, Because the Russian local banks were sanctioned to be
prevented to make international payments, deposits, and many other financial activities. This
pushed the Russian citizens to use decentralized finance as a new form of financial system that
serves their needs. By using decentralized finance, the locals in Russia were able to conduct
purchases internationally while the governments cannot seize their funds or stop them from
conducting any purchase. There are numerous reports of Russian citizens that used crypto
currencies as haven to allow them to use their funds and avoid numerous restrictions and
vulnerabilities imposed on them by western governments and agencies (Dermarkar & Hazgui,
2022). This showed that decentralized finance can act as a tool for the citizens, when the

original financial system is put against them, or is not functioning to the people’s best interest.

One of the use cases of decentralized finance is to support governments and people from
different part of the world. Just days before the Russian invasion in Ukraine, there was a
truckers protest movement in Canada called the “freedom Convoy” that opposes the
government health measures. To support the protest, the organizers launched a campaign to
fund their cause through GoFundMe website. However, after collecting over 10 million dollars
in donations, the platform seized the 10 million donations that were raised (Dermarkar &
Hazgui, 2022). This meant that the organizers were not able to use the money that the public
donated to them due to the governmental interference. This forced the organizers to look for
another way to receive donations and overcome the sanctions that the authorities have imposed,
they then used crypto Currency to receive donations. After setting up a crypto currency
donation fund, the organizers were able to raise 1 million in matter of days. Which this time
the Canadian authorities were not able to seize. This is a short example of the power that
decentralized finance can impose on the community and overcome traditional barriers such as

banks, states, and governments. However, this example is not used to support or to be against

26



the freedoms truckers’ convoy, it is only used as an example of how decentralized finance can
be used by the people when the traditional finance system is not working at their best interests.
But the researcher has no interest to support or to be against the freedom convoy in Canada. It
was just used for research purposes and to illustrate different scenarios where decentralized
finance could be used.

Another example of decentralized finance being used as a secondary economic tool is in
Lebanon. After the traditional financial system collapsed in Lebanon, many locals have
switched to using decentralized finance to conduct transactions and store the value of their
funds. According to CNBC, many locals in Lebanon now use tether stable coin to buy groceries
in Lebanon after the economic collapse (Sigalos, 2022). And majority of the Lebanese
population trust the decentralized finance network to support their finance better than their

traditional financial system which has collapsed in 2019.

As it can be seen from the analysis provided above, decentralized finance can act as a perfect
replacement for traditional financial system once it collapses. Offering people new tool to
invest, exchange and store goods and services. Where if it did not exist, people in those

economies would have harder time to try and create a substitute for their financial system.

4.7. How Bitcoin is Mined

Figure 5 How Bitcoin is mined (Ojogabonitoo, 2018)
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The process of minting, holding and transactions of bitcoins is done through computers owned
by people called “miners”. Once a new Coin is minted, the miners race to be the ones to validate
the transaction and enter them into the public ledger of all bitcoin transactions. And the miners
which end up registering that transaction are the ones to receive a cut of the gas fees paid. This
is one way of making money through the bitcoin ledger network. Another way of making
bitcoins in the network is by mining. Mining is performed by using sophisticated hardware that
solves extremely complex computational math problem, and the first computer to be able to
solve this complex math computational problem receives the next block of bitcoins, and then
the process repeats again (Hong, 2022) This bitcoin rewards that are given to miners’ incentives
people to mine more and keep the network running. Because those mined bitcoins can at any
time be traded with international exchanges for other assets such as Dollars or Euros. Allowing
miners to financially benefit from their computers and to keep the blockchain network running.
And because many people in this world share this responsibility, this makes the bitcoin network
decentralized. Because the mining process is not fixed or saturated to any specific location on
the planet. You can mine whenever and wherever you are if you have the necessary equipment
and internet connection to process mining. Which creates a competitive edge against
centralized finance where only specific financial institutions are allowed to create, monitor,

and manage the money in the financial system.

4.8. The energy consumed from decentralized finance networks.
To analyze decentralized finance, we must take into consideration on crucial aspect of creating,

maintaining, and operating the decentralized finance network, The energy usage of this
network. It is stated that the process of creating, and spending bitcoins consumes around 91
terawatts hours of electricity annually. That is more than what a whole nation like Finland the
nation of 5.5 million citizens uses in a full year (Huang et al., 2021). This is a lot of energy,
considering it only needs electricity and not large machinery or engineering. To put that into
perspective, the network of decentralized finance uses half a percent of the whole world’s
electricity consumed. Which has increased more than 10 times in the past 5 years. To put it
into different perspective, the bitcoin network uses the same amount of electricity that
Washington uses as a state yearly (Huang et al., 2021). In the early day of bitcoin, it was much
easier to mine bitcoins that it is now. The graph below shows how the energy required to mine

one bitcoin has change over time.
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Figure 6 Bitcoin Energy Usage (Gupta, 2021)

As we can see from the graph provided above, the computing power required to mine a single
bitcoin has been drastically increasing over time in the past years. in 2011, a single home
desktop computer was able to mine a single bitcoin with little energy needed. But in May 2021,
the computing power required to mine a single bitcoin equals to over 13 years of average
household energy usage is required to mine a single bitcoin (Huang et al., 2021) This raised
many ethical questions on whether the decentralized finance anonymity is worth all this amount
of energy. Specially at times where the world is struggling to cut down its energy usage to
combat the main problem of the world today which is global warming. Moreover, the bitcoin
mining computing power has been too concentrated, that only seven mining groups own nearly
80 percent of all the computing power in the network. That is why miners often move to

countries where there is abundance of electricity or cheap electricity.

For many years, the bitcoin mining center of the world used to be China, where 75% of the
bitcoin mining computing power came from China. However, after the Chinese government
crackdown on mining, to preserve energy and tackle the climate change, the computing power
of Chinese miners went down from 75% to 46% (Huang et al., 2021) meanwhile, the US share

of the mining power grew to 16% from 4% during the same period.

The impact of bitcoin mining does not only stop at the consumed electricity, but there is also a
different type of environmental impact happening from mining bitcoins. It is the hardware

waste being created by mining bitcoins. Because every year, the requirement to mine bitcoin
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is increasing in the means of CPU power and processing power, this means that miners usually
must upgrade their mining gears to have faster mining and better chances at solving the
complicated puzzles. Which causes a high turnover and a new e-waste problem. It is believed
that every year and half, the computing power needed to mine a single bitcoin double. Making
older mining rigs to be less efficient and less valuable to the miners, which they are forced to
sell. And exchange for new hardware. Even though this hardware could be still beneficial for
many other computing process, it is no longer beneficial for the miners which are always
looking for the best computers to support them with their mining processes. According to the
bitcoin waste monitor, Bitcoin is currently creating more waste than some mid-size countries.

With the annual total waste created by bitcoin reaching to 42.82 kt waste.
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Figure 7 Bitcoin Electronic Waste Generation (DIlgiConomist, 2021)

However, bitcoin miners seem to not care about the E-waste and Electric consumption issue
because they do not have the proper solution and the moment, and the level of financial gains

overcome the sense the ownership regarding our planet and longevity of the planet.

4.9. The lack of regulation in decentralized finance.
Decentralized finance provides a novel way of providing financial services to people and

customers. Where users can use the same financial tools that are available in the modern
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financial world but provided by decentralized finance providers and protocols. The only
difference between decentralized finance and modern/traditional finance is that in
decentralized finance there is no intermediaries, and it relies on automated protocols instead.
Because of that, the size of decentralized finance has grown exponentially over the last year.
The size of decentralized finance is mainly measured by the sum of all the digital assets that
are used in defi protocols. Also known as TVL “Total Volume Locked”. Which has increased
drastically from 18 billion in January 2021 to over 240 billion by the end of December
2021(Born et al., 2022). There are many decentralized finance crypto platforms that offer a
replicate of the traditional finance services within the crypto asset’s ecosystem in an
unregulated and decentralized way. So, people can lend, collateral, and provide crypto
derivatives investments without central intermediaries. This means that if any of the
transactions, or the platforms used to create those investments ever fail or gets shutdown. There
is no regulatory organization that can step in an provide support for the investors. Helping them
find their money, or the person behind the stolen money. This creates a large disadvantage and
risk throughout the decentralized finance system. However, for many people they believe it is
a risk they are willing to take in the favors of decentralized finance.
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5. Questionnaire findings
To find out the level of adaptation of decentralized finance among university students in

Prague. The researcher decided that the best method to gather such large amount of data in a
short period of time was through questionnaire method. This would allow the researcher to be
able to find the level of adaptation of decentralized finance in a short period of time from many
respondents. The researcher created a questionnaire which was shared with university students
in Prague. Majority of the respondents were asked to solve the questionnaire at the Czech
University of life sciences campus, or at the Czech technical university library. The researcher
chose the Czech technical university library as it is a studying hub for many different university
students in Prague as it provides large and well architectural facility where students from

different universities can study together.

The researcher was requested to gather responses from 120 students as requested by his thesis
supervisor Vladmir Krepl. And was able to gather 122 respondents over 2 weeks. The
questionnaire data will be analyzed below and feedback from the researcher will also be

provided.

The First question in the questionnaire asked the respondents about their Gender, this question
was created to try to find out if there is connection between gender and their knowledge about
decentralized finance. The question stated (Can you please specify your gender?) where 36.1%
of the respondents were female and the other 63.9% are males as seen in the graph provided

below.

Can you please specify your gender?
122 responses

® Male
® Female

Figure 8 Research findings, Question 1 (lbrahim, 2022)
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Question 2; What University are you studying in?

What University are you studying in?
122 responses

@ Czech University of Life sciences
@ Czech Technical University
) Charles University
@ Prague City University
@ Anglo American University
@ University of New York Prague
® vuP
@ University of Economics

13V

Figure 9 Research findings, Question 2 (Ibrahim, 2022)

As you can see from the graph provided above, most of the respondents are from the Czech
University of Life Sciences, with 41.8% of the respondents are from Czech university of life
sciences, which equals to 51 respondents of the 122. Followed by 15.6% from the Czech
technical university, which was the location where the questionnaire was also handed out.
Followed by 9.8% from Charles university. While the rest are majorly from Prague City
university, Anglo American University, and University of New York in Prague. Gathering
feedback from this many different universities helped the researcher gather diverse feedback
and point of views which could help answer the researcher’s research question which is “the

level of adaptation of decentralized finance among university students in the Czech Republic”
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Question 3; Do you know what Decentralized Finance (Crypto currencies) is?

Do you know what Decentralized Finance (Crypto currencies) is?
121 responses

® VYes
@ No

Figure 10 Research findings, Question 3 (Ibrahim, 2022)

The Third question is asked to help understand whether university students in the Prague know
what is decentralized finance or crypto currency is. Which would help back up our research
questions with information about the level of awareness and understanding of decentralized
finance among university students in the Czech Republic. The response was that majority of
the respondents (81.8%) of the 120 respondents indeed know what decentralized finance is.
Which is a strong indicator that decentralized finance is growing in popularity among
university students in Prague. Whether it was for investments, trading, buying NFTs, these

answers will be found out in the upcoming questions.

With this level of awareness of decentralized finance, it means that the adoption stage can be

achieved much faster than before when people did not know about decentralized finance.
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Question 4; How well do you think you understand how decentralized finance (Crypto

currency) work?

How well do you think you understand how decentralized finance (Crypto currency) work?
122 responses

@ Very well

@ To some extent
Not very well

@ Not well at all

Figure 11 Research findings, Question 4 (Ibrahim, 2022)

The fourth question was asked to try have a view of the level of understanding that university
students in Prague currently have regarding decentralized finance. The answers were
surprising as majority of the respondents did understand decentralized finance to some extent.
With 44.3% of the respondents choosing this option. While other 12.3 percent of the people
understand decentralized finance very well. This explains the why majority of the people
would rather be interacting with the traditional financial system as they understand it better
than the decentralized one. However, this also shows that 56.6% of the overall respondents
have a positive level of understanding of decentralized finance, while the other 43.4 percent
does not. Which raises the importance of increased education and trainings for what is
decentralized finance and what could be its benefits to the economy and consumers.

Based on the findings of this question, even the young generation of the world still needs
education about decentralized finance, which means that the older generations would also

benefit from trainings and education regarding decentralized finance.
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Question 5; Have you made a Decentralized Finance transaction in the last 2 years?

Have you made a Decentralized Finance transaction in the last 2 years?
122 responses

® Yes
® No

Figure 12 Research findings, Question 5 (Ibrahim, 2022)

When asking the respondents about whether they have made a decentralized finance transaction
in the past 2 years, their response was surprising. As 42.5% of the respondents indeed did have
a decentralized finance transaction in the past 2 years. This is a positive finding towards the
research question “whether or not university students in Prague are engaging in decentralized
finance”. Considering that decentralized finance started in 2009 and currently 42.5% of
university students in Prague have used it in the past 2 years, sends message regarding its
functionality. It means that decentralized finance is a tool which can be used to achieve
different type of activities. In the upcoming question we will be trying to find out in what ways
did the university students in Prague use decentralized finance. to understand better what the

best means of use for such new technology in the financial world could be.
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Question 6; If your answer was yes, please specified what was the reason of the

transaction?

If your answer was yes, please specify what was the reason of the transaction?

57 responses

Exchange for services

Investment 33 (57.9%)

8 (14%)

Transferring money abroad 15 (26.3%)

Transferring money locally 9(15.8%)

Investing in a crypto coin/token 22 (38.6%)

Purchase of digital art or other f... 13 (22.8%)

Lending or borrowing Money/Di... 4 (7%)

Staking 3(5.3%)

Figure 13 Research findings, Question 6 (Ibrahim, 2022)

Following up from question number 5, the researcher wanted to understand what the services
or tools are that university students are utilizing decentralized finance for. The findings were
as expected, 57.1% of the users that used decentralized finance in the past 2 years have used it
for investment purposes. While the second largest percentage of the users also used it to invest
but in a crypto coin/token at 39.3% of the overall responses. Followed by transferring money
abroad with 26.8 percent. This shows that majority of university students in Prague use
decentralized finance as a new tool of investment to create financial gains for their financial
assets. And majority also use it for transferring money abroad as it helps them overcome the
expensive banking fees associated with transferring the money to another country. Banks also
usually take longer time to transfer money abroad, in contrast with decentralized finance where
in all the scenarios it would take less than a day to make an international transfer of assets.
Furthermore, the options following in popularity was Exchange of services and transferring
money locally. Which shows strong ability for decentralized finance to facilitate transactions.

And, be used as means of exchange for services.
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Question 7; Do you trust your Country's Central Bank/Government in maintaining your

local currency’s exchange rate in the long term?

Do you trust your Country's Central Bank/Government in maintaining your local currency's
exchange rate in the long term?

122 responses

® Yes
® No

Figure 14 Research findings, Question 7 (Ibrahim, 2022)

This question was asked to find out if there is possibility that young generation would find
more trust and reliability in decentralized finance. Because as we discussed in the literature
review in this research, one of the main reasons decentralized finance was initiated it was
because of the market crash of 2008 and the economic depression created by it. Many people
believed it was caused by irresponsible and greedy banks which gambled with the money of
the people and their wellbeing.

Reacting to the economic depression created by banks, people wanted a more reliable financial
system. And seeing that majority of university students in Prague also do not trust their central
banks and governments to operate at their best interest. Provides space for other service
providers to fill this gap created by the lack of trust to banks and governments. This means if
a decentralized finance substitute to banks is created, more young people would be interested
init.

Question 8; Do you trust your bank at handling your financial activities (Loan fees,

Interest rates, money transferring fees) with your best interest in mind?
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Do you trust your bank at handling your financial activities (Loan fees, Interest rates, money

transferring fees) with your best interest in mind?
122 responses

® ves
® No

Figure 15 Research findings, Question 8 (Ibrahim, 2022)

Question eight was asked to the respondents to find out whether the university students in
Prague trust the banks in handling their financial activities with their best interest in mind. This
question was included in the research because it would help the researcher find out if the
university students trust and want to work with banks. Because if the university students do not
trust banks, this would create a gap where decentralized finance can benefit from. Hence why
the question was found important by the research.

The findings were surprising, as a 46.7 of the respondents responded that they in fact do believe
that banks carry their financial activities without having the client’s best interest in mind.
Which is surprising information, considering banks handle all our financial transactions in the
modern days. This shows the reason why decentralized finance userbase is increasing recently
as more people are looking for better options rather than relying on their local bank to cover

their financial activities.

Question 9; Do you think the trend of using Decentralized finance (Crypto currencies) to

conduct financial transactions will increase or decrease in the future?
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Do you think the trend of using Decentralized finance (Crypto currencies) to conduct financial

transactions will increase or decrease in the future?
119 responses

® Increase
® Decrease

Figure 16 Research findings, Question 9 (Ibrahim, 2022)

Question number nine was asked to the respondents to try to give their feedback if they think
the trend of decentralized finance is expected to increase or decrease from now on. This would
help the researcher understand the current expectations of decentralized finance and whether
university students of Prague find potential in it in the long term. The answers were surprising
as 85.5% of the respondents believe that in fact the trend of using decentralized finance as a
tool to conduct financial transactions will increase in the future. This shows the amount of
potential decentralized finance might have as the adoption increases among young university

students and international organizations.
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Question 10; Do you think the trend of using Decentralized finance (Crypto currencies)

as an investment tool will increase or decrease in the future?

Do you think the trend of using Decentralized finance (Crypto currencies) as an investment tool will

increase or decrease in the future?
119 responses

@® Increase
@ Decrease

Figure 17 Research findings, Question 10 (Ibrahim, 2022)

Question number ten is created to find out if young university students in Prague think the trend
of decentralized finance will be increased as a form of transaction, or an investment form. And
the findings are that university students also believe that using decentralized finance as a form
of investment will also increase in the future. This could be expected as the value of the bitcoin
from the day it was created until today has increased from less than one-dollar in 2009 to over
16 thousand dollars in 2022. And the price of other of other decentralized finance coins has
increased drastically such as Ethereum which increase costed 1 dollar in 2015 and currently
costs 1200 dollars in 2022.

This enormous, decentralized finance gains have made decentralized finance investments look
as a potential money maker for new generations, which resulted in many of the new generations

to use decentralized finance as an investment tool in the future.
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Question 11; What do you think are the advantages of Decentralized Finance (Crypto

Currencies)?

What do you think are the advantages of Decentralized Finance (Crypto Currencies)?
120 responses

Full control/ownership of your

67 (55.8%)
money

Fast transactions 38 (31.7%)

Low transaction fees 44 (36.7%)

Anonymity 54 (45%)

Anyone can access/view all the

0,
transactions in the blockchain ... 32 (26.7%)

0 20 40 60 80

Figure 18 Research findings, Question 11 (Ibrahim, 2022)

Question eleven was asked to the respondents to see what the current university students in
Prague find as advantages of decentralized finance. Most of the respondents believe that having
full control/ownership of your money is the biggest advantage of decentralized finance.
Because as discussed in the literature review above, unlike traditional finance, there is no
central governing entity which could for example freeze your account, or hold your funds for
investigating, or by any means does anything to your electronic wallet without having your
keys. So, if you are the only person which owns the keys to your wallet, there is no other central
agency which can use your money or stop you from spending it. Unlike banks, where they can

at any point have your account frozen or on hold for many different reasons.

The other most selected reason for advantages of decentralized finance was the anonymity
included in decentralized finance. Because you can make transactions to anyone in the world
at any time. And no middleman is included in the process. And no public record created.
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Question 12; What do you think are the disadvantages of Decentralized Finance (Crypto

Currencies)?

What do you think are the disadvantages of Decentralized Finance (Crypto Currencies)?

119 responses

Increased transaction fees in
some networks

Lack of governing entity as

0,
guardian 56 (47.1%)

Lost funds can not be recovered 62 (52.1%)

Not being easy to understand 46 (38.7%)

The energy required to maintain

0,
the network 43 (36.1%)

Figure 19 Research findings, Question 12 (Ibrahim, 2022)

Question number twelve was created to find out what young university students in Prague find
as disadvantage of decentralized finance. Majority of responses pointed of the fact that lost
funds cannot be recovered at all. Which is true, since there is no central entity managing the
network or that have large power over the network. If a decentralized finance user sends their
tokens/coins to a wrong address or an address that does not exist. Those funds could be lost
forever. As there is no way to reverse the transaction or force the other wallet to return the

money.

There are many times of people getting locked outside their electronic wallets because they
forgot the seed phrase used to unlock the wallet. And there is no other way to access those
funds, even though everyone is sure about who is the owner of this wallet. There is still no

other way to access the funds without the password seed phrase.

The second most chosen answer was the lack of governing entity as a guardian, which makes
sense because that governing entity would help support users with lost funds, or any other issue.
However, that would not come in hand with the main attractive concept of decentralized

finance which is divided ownership of the network amongst its users.
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The third most chosen reason was that the whole blockchain technology and decentralized
finance concept is hard to understand, hence less users are attracted to it. That is why major
exchanges and crypto platforms offer education about how to set up your wallet and what is
the best way to maintain the wallet and to be safe.

Question 13; What do you think would help increase the adoption level of decentralized

finance?

What do you think would help increase the adoption level of decentralized finance?

115 responses

Increased education about

0,
blockchain and decentralized fi... 76 (66.1%)

Increase education about how to

0,
set up and use an electronic w... 52 (45.2%)

M(‘J.re |ntegrathn with the 55 (47.8%)
traditional financial system
More advertisement

To be accepted and utilized by

0,
large businesses and industries. 54 (47%)

Figure 20 Research findings, Question 13 (Ibrahim, 2022)

Question number thirteen was asked to find out what could possibly help increase the adoption
level of decentralized finance. This question would help the researcher create conclusion on
what people think could help increase the adoption level of decentralized finance. Most of the
respondents 65% responded that increased education about blockchain and decentralized
finance could indeed help increases its level of adoption. Which makes sense, as majority of
the respondents from the question before about the disadvantages of decentralized finance was
that it was hard to understand. So, to increase its users, we must look at options and activities
where we can increase the education about blockchain and decentralized finance.

The second most chosen option was to integrate it more with the traditional financial system,
and to be accepted and utilized by large businesses and industries. Both options are valuable
input, as the current decentralized finance is still in the process of being regulated, to be able
to operate side by side with the traditional financial sector. So, if we see more banks increase

44



its collaboration with decentralized finance, more people will trust decentralized finance and

be willing to use it furthermore.

Question 14; Which industries do you think could benefit from the blockchain technology

other than the financial sector?

Which industries do you think could benefit from the blockchain technology other than the financial

sector?
114 responses

Charity sector (non-profit organ... 53 (46.5%)

Insurance industry 35 (30.7%)
38 (33.3%)

46 (40.4%)

Medical industry
Art Industry

Gaming Industry 70 (61.4%)

Qil, gas, machine industries
Crime industry XD

lllegal Industries

| do not think blokchain technal...

| am not sure, the end users..[{—1 (0.9%)

Figure 21 Research findings, Question 14 (Ibrahim, 2022)

Question number 14 was created to find out if the blockchain technology could be beneficial
by other industries other than the financial sector. And the answers were majorly in favor of
the gaming industry. With over 61.4% choosing the gaming industry as possible industry that
could use the blockchain technology. As blockchain technology can improve the process of
trading collectibles in games. Allowing users to be able to own the collectible on the blockchain

network and trading it with different online players.

The second most chosen option was the charity sector, with over 46% of the respondents
choosing it. This makes sense as the charity industry is heavily built on transparency and trust.
Which is two aspects the blockchain technology provides with complete ease. Therefore,
charity sector could be one of the main beneficial industries when it comes to decentralized

finance.

And comes in third position, the art industry with over 40% of the respondents choosing this

option. This also makes sense as the trend of NFTs (Non-fungible token) is also increasing
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throughout the art industry users. NFTs allows artists to sell their art straight to the clients
without the need of a middleman, it also allows the art customers know how many people have
owned this art before. By checking the transaction history of the NFT in the blockchain ledger.

Helping with preventing scams and increase transparency in the industry.
Question 15; Do you have anything extra to add? (Voluntary)

This question was asked to find out if the university students in Prague anything have extra to
be added to the research in which can be beneficial for the study, majority of the answers where
not directly related to the question and was used to send greetings to the researcher. However,
there are multiple useful answers by different students in Prague which the researcher believe
adds more information about the point of view of university students in Prague and will be
added below.

At the end from my point of view that crypto currency have its bros and conc but it's conc is much more
than its bros because the amount of energy it wast is putting the world in worst situation that how it would
be if we didntuse it ( and all of the country are going out of natural energy forms “fuel, petro and gas” and
this is also affecting on the climate )

Figure 22 Research findings, Question 15 (Ibrahim, 2022)

This respondent showed his point of view, that decentralized finance has its own pros and cons.
But however, the cons are much more than the pros. Since as discussed in the literature review
in this research. The decentralized finance blockchain network consumes a large quantity of
energy to keep running efficiently. With many analyzers estimating the use to be the worth of
13 years of average household usage to mint a single bitcoin. which of course could be better
utilized for other purposes. The respondent also stressed that many of the world is now moving
to clean energy and using energy for maintaining the blockchain does not match the goal of

eliminating unnecessary use of energy.

One respondent also added.
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| am ot a fan of cryptocurrencies. In my opinion, it can cause problems to society due to small abilty to be
controled.

Figure 23 Research findings, Question 15 (Ibrahim, 2022)

Which also indicates that many users are just looking for stability and reliability. Which in
many ways decentralized finance does not provide that. Since it is a new technology with a lot
of challenges in the network. Which it is understandable that some users may still be resilient

in completely accepting the decentralized finance network.

Lastly, another respondent added.

| was thinking about putting a part of my savings into some cryptocurrencies (via Coinbase). But the fees
were too high for me. So linvested money into stock market instead. With the recent crisis the investment
didn't turn out well, but still way better than if | had put the money in crypto. Investing into crypto is pure
speculation IMO.

Figure 24 Research findings, Question 15 (Ibrahim, 2022)

He mentioned that he wanted to invest in decentralized finance but was not interested in the
high fees associated with it using Coinbase platform. However, he instead invested it in the
stock market. Which the recent economic crisis in the world has made him lose a part of his
investment. However, he believes that the losses created in the stock market is more bearable
that the losses he would have accumulated if he has invested in the decentralized finance crypto
market. Lastly adding that investing in crypto is pure speculation in his opinion. Which is a

reasonable and valuable feedback to this research.

The researcher believes the decentralized finance because it is a new market, with a very weak
and immature foundation. Therefore, decentralized finance can suffer more from economic
crises because it is still a new project, and many people are not sure how decentralized finance
will turn out. Unlike stocks investments which has been around for as far as we have been alive
for. We are more used to the stock market and can see the assets in the stock market clearly.
Whether it is by their brand image, assets, sales. However, the value of crypto assets is still

hard to quantify. Which makes investors make cautious when investing in crypto rather than
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traditional stock market where they can feel more safe knowing these are real companies, and
that the stock market has some source of organized operating mechanism that has kept it

running for years, and constantly has survived different types of economic crashes.

5.1. Chi Square Analysis for Questionnaire data.
To test the relationship between different variables in the research, Chi square statistical test

will be used to try to find if there is correlation between gender of the respondent and whether
they know what is decentralized finance. This means we will be conducting chi square test for
question 1 and question 3 in the questionnaire that was sent out. Question 1; What is your
gender. And question 3; Do you know what Decentralized Finance (Crypto currencies) is?

Below is the hypothesis that will be used for the chi square analysis.

Null Hypothesis; There is no association between gender and decentralized finance awareness.

Alternative hypothesis; There is association between gender and whether they knew decentralized finance or not.

Figure 25 Hypothesis for Questions 1 and 3

To calculate the P value, we must first create the table of observed values and table of Expected
Values. Below is the table of observed values for questions 1 and 3; The observed value is
calculated by finding out how many respondents from the gender question was males and
answered Yes. And writing that in the table as seen below. So, for example, in the table below
there are 69 males that answered “yes” that they know what is decentralized finance and 9
males that answered “No” They do not know decentralized finance. And the steps are repeated
to get the values for all the other questions. Lastly, the sum of both is added at the end of the
table.
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observed Values
Yes Mo
Male 69 9
Female 30 13
99 22

78
43
121

Figure 26 Observed Values for Question 1 and 3

The expected values are calculated by multiplying the row total and column total and dividing
it by the overall total. In the first spot, the formula used is 78*99/121. Which will give us 63.81

which is added in the Figure below Figure 27.

And the Expected Values;

Expected
ves no

male 63.81818 14.18182
female 35.18182 J7.81E182

Figure 27 Expected Values of Question 1 and 3

After Calculating the observed values, and the expected Values. We can use this information

to calculate the Chi Square. Using the formula provided in Figure 28 below. We will be misuing

the observed values minus the expected values, squaring it. And dividing the answer by the

expected Values.
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Observed — Expected)”
Zz _ z ( P )

Expected

Figure 28 Chi Square Formula

The result after interpreting Figure 26 and Figure 27, using the formula in Figure 28 Would be;

(O-E)A/E

Yes No
Male 0.420746 1.893357
Female 0.763214 3.434461

Figure 29 Findings for Question 1 and 3

By adding all the values, as we can see in Figure 29, we get the Chi Square value in Figure 27.
Which after dividing it by the DF value, we get the P value. And are now able to test the
hypothesis.
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Chi Square; 6.511777
Alpha = 0.05 df 1
P-value 0.010716

df = ( Number of rows-1 ) * (Number of clumns -1)

Figure 30 Chi Square Values and alpha

After finding out the P-value of 0.010716, it is now time to compare it with the alpha value.

Where we will be able to either accept or reject our hypothesis created.

And since the P value for Question 1 and 3 is 0.0107. And is less than the alpha value of
0.05, therefore the null hypothesis is rejected, and the alternative hypothesis is accepted.
Therefore, there is association between Gender and whether they know decentralized

finance or not.
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Chi Square Analysis 2; To find if there is relationship between the gender, and whether they
conducted a decentralized finance transaction in the past 2 years. The Null Hypothesis is that
there is no association between gender and using decentralized finance, while the alternative
hypothesis is that there is association between gender and using decentralized finance.

Null Hypothesis; There is no association between gender and using decentralized finance in the past 2 years,

Alternative hypothesis; There is association between gender and using decentralized finance in the past 2 years.

Figure 31 Hypothesis for Question 1 and 5

We will use the same steps used in analyzing the previous Chi Square test.

if p > 0.05, you should accept the null hypothesis and reject the alternative hypothesis.
if p<0.05, you should reject the null hypthesis and accept the alternative hypthesis

Figure 32 P-Value for the Chi Square test

Observed Values;

Observed Values
Yes No
Male 36 42 78
Female 16 28 44
52 70 122

Figure 33 Observed Values for question 1 and 5

Theoretical Values;
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Male
Female

Theoritical Values

Yes Mo
33.245902 44,7541
18.754098 25.2459

Figure 34 Theoretical Values of Question 1 and 5

Formula Used;

(O-EM/E

MNMale
Female

Yes MO
0.22815 0.169483
0.404448 0.300447

Figure 35 Findings for question 1 and 5

Findings;

Alpha = 0.05

Chisquare 1.102528
df 1
P value 0.293712

Figure 36 P-Value for Question 1 and 5
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Chi square findings for question 1 and 5;

Since the P-value is 0.29 and is more than the alpha value of 0.05, therefore the null
hypothesis is accepted, and the alternative hypothesis is rejected. Therefore, there is no

association between gender and the usage of decentralized finance in the past 2 years.

Chi Square Analysis 3; to try to see if there is any correlation between the users of
decentralized finance, and their trust in banks in their country. We will be analyzing Question
5 and Question 8, And we will be using the same technique used to analyze the previous Chi

Square tests.

Hypothesis;

Null Hypothesis; There is no association the usage of decentralized finance and trust in banks.

Alternative hypothesis; There is association between using decentralized finance and level of trust in banks,

Figure 37 Hypothesis for Question 5 and Question 8

Observed Data;

Observed
(Trust in banks)
(Transactions done) Yes No
Yes 30 22 52
No 35 35 70
65 o/ 122

Figure 38 Observed data for Question 5 and 8
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Theoretical;

Theoritical

Yes Mo
Yes 27.704918 24.29508
Mo 2 7.295082 32.70492

Figure 39 Theoretical Data for Question 5 and 8

After Chi-Square Formula;

(O-E)E

Yes Mo
Yes 0.190125 0.216809
Yes 0.141236 0.161058

Figure 40 Findings for Question 5 and question 8

Alpha 0.05 Chi square results 0.709229
Degrees of freedom 1
P-value 0.3997

Figure 41 P-Value for question 5 and question 8



Chi Square test for Question 5 and 8;

Since the P-value is 0.39 and is more than the alpha value of 0.05, therefore the null
hypothesis is accepted, and the alternative hypothesis is rejected. Therefore, there is no
association between the use of decentralized finance and the trust in banks between

university students.
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6. Results and discussion

SWOT ANALYSIS

® |evel of awareness of
decentralized finance.

® The common belief that
decentralized finance
users will increase in the
future.

® Decentralized finance can
be utilized by other

industries such as gaming,

art, and non-profit
charities.

® The percentage of
University students that
are understand the
technical aspects of
decentralized finance and
blockehain.

® |ack of central agency as
a guardian

® |ostfunds cannot be

recovered

® University students

® |ncreased awareness of
the environmental impact
of certain blockchain
Technlogies like bitcoin.

THREATS

except decentralized
investments to increase in
the future

University students A
expect decentralized

finance being used as a

form of transactions to
increase in the future.
More university students
are interested to be
educated about

decentralized finance.

Figure 42 Swot Analysis for research findings (Ibrahim, 2022)

Based on the findings, the researcher believes that there is strong level of awareness and
understanding of decentralized finance among university students in Prague. With over 81%
of the respondents agreeing that they know what decentralized finance is. However, there is
still areas that are missing for decentralized finance to completely substitute traditional finance.
While Majority of the respondents confirmed that they know what is decentralized finance,
only 12.3% of the respondents confirmed to know decentralized finance very well. With the
rest 87.7% still learning about the topic. This shows why the level of adaptation is currently

low and barely visible in our economy and day to day economic interactions.

It is also important to understand, that based on the literature review. We can see strong
evidence that decentralized finance is only fully utilized when the local financial infrastructure
is not functioning, at risk, or is not operating at the benefits of its users. So, for example,
decentralized finance was utilized in Ukraine to decrease the bureaucracy required to receive

donations, was also used by the Russian population to overcome the national sanctions they
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received and to allow them to make international purchases and transfers. And it was also used
by the Lebanese people as their country’s financial system collapsed. So, as it can be seen from
the previous scenarios, populations only tend to fully utilize decentralized finance when their
financial system is not operative or is not operating at their best benefits. So, in the case of
Prague University students, there is still no need to fully utilize decentralized finance as the

Czech Financial system is operating fine for many of its users.

It is also visible that the major University students in Prague currently use decentralized finance
as an investment tool. When asked about whether they believe the use of decentralized finance
will increase as form of investments, 75% of the respondents responded with yes. And only
25% responded with No. This shows that there is strong believe that decentralized finance as

an investment tool will continue to grow in the future.

The Chi Square test analysis has pointed out that there is association between gender, and the
awareness of decentralized finance. Which means that generally, Males have higher knowledge
about decentralized finance than females. However, there was no correlation between gender
and the use of decentralized finance in the past two years. and there was no correlation between

the usage of decentralized finance and the trust in the banks.

One of the main challenges for the adaptation level of decentralized finance is currently the
educational level of decentralized finance. When asked the respondents on what they believe
could increase the adaptation level of decentralized finance, their responses majority focused
on increased education about decentralized finance and integrating it with the traditional
economy. This means that for decentralized finance to be more utilized and used among the
average citizens. More education is required to enhance the integration of this new financial

system.

Finally, it is also visible that the consumption level of electricity and electronic waste created
by decentralized finance is a major issue as confirmed by the literature review and
questionnaires findings. The waste created by decentralized finance and electricity consumed
creates a substantial risk on the adoption of decentralized finance. Because while the finances
and economies of the country in the world matter, many users also care about the environment
and global warming and using decentralized finance may not be the best option when it comes

to the environmental aspect.
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7. Conclusions

In Conclusion, the provided research was created to investigate the level of adaptation of
decentralized finance among university students in Prague. The research started by introducing
the aim, research questions and methodology that will be used in the research. Where the aim
is to find the level of adaption of decentralized finance among university students in Prague.
Followed by introduction about the decentralized finance, and a dive deep to the literature
review associated with the topic of decentralized finance. The literature review examined many
different aspects of decentralized finance, starting with the origins of decentralized finance, the
top 5 coins/tokens, how decentralized finance operates, the total market capitalization of
decentralized finance, and how different countries in the world have found benefits using
decentralized finance. The findings for the dive deep in literature review is that one of the main
challenges for decentralized finance is its electricity consumption and its e-waste generating
issue. Where the electricity required to mine a single bitcoin required more energy for a single
household for 11 years. And the computing power required to mine a single bitcoin keeps
increasing over years, creating more electronic waste for future generations which are hard to
recycle. However, the advantage of decentralized finance is that it was a good substitute to
traditional financial system in many different countries for different reasons. Decentralized
finance was utilized in Ukraine to attract more donations to the country during its occupation
war with Russia. Increasing the speed of receiving the donations and its anonymity.
Decentralized finance was also used as a mean of exchange of goods in Lebanon as the
Lebanese government was corrupted and forced to file for insolvency after losing its citizens
funds. Decentralized finance helped support the Lebanese people to still be able to conduct
financial transactions both locally in Lebanon and internationally. Where otherwise they would
have to completely rely on the Lebanese financial system which collapsed.

The other section of the research was dedicated to presenting and analyzing the data collected
from questionnaires. The Questionnaire was answered by 122 students in different Prague
universities. The questionnaire asked the students 12 different questions that would help assess
their level of adaptation towards decentralized finance. The findings were that majority of
university students do know what decentralized finance. And that over 46% of the university
students have done a decentralized finance transaction in the past 2 years. And over 75% of
university students in Prague believe that the trend of using decentralized finance as a form of

investments and a mean of exchanging goods will increase in the upcoming years. Furthermore,

59



Majority of the students in Prague think that the waste created from decentralized finance and

electricity consumed is its main disadvantage.

As it can be seen from the research created above, decentralized finance has many advantages
and disadvantages. And if the reader is wondering why decentralized finance is not used as a
mean of exchange of goods and services in Prague, Czech Republic. It is because the Czech
financial system is currently functioning healthy. So, there is no reason for Czech students/
citizens or population to look for substitute mean of exchanging goods. So, they prefer to use
decentralized finance as an investment tool. As the financial gains from decentralized finance
have proven to provide much larger percentage of return rather than traditional stocks or bonds.

However, the risk is also increased.
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