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IN BRIEF
Federal  procurement  and  ethics  rules  should  be  loosened  to  allow
regulators to explore use of blockchain and other financial technology for
potential  adoption  in  private-sector  oversight,  the US Commodity  Futures
Trading  Commission's  former  top  fintech  advisor  said  Thursday.  Jeffrey
Bandman, an ex-aide to CFTC Chairman Christopher Giancarlo who set up
the agency's new fintech unit before leaving in June, said blockchain would
enable  authorities  to  monitor  events  in  real  time  and  possibly  detect
wrongdoing earlier.

Federal procurement and ethics rules should be loosened to allow regulators to
explore  the  use  of  blockchain  and  other  financial  technologies  for  potential
adoption  in  private-sector  oversight,  the  US  Commodity  Futures  Trading
Commission's former top fintech advisor said Thursday.

Jeffrey  Bandman,  an ex-aide to  CFTC Chairman Christopher  Giancarlo  who set
up the agency's new fintech unit before leaving in June, said blockchain would
enable  authorities  to  monitor  events  in  real  time  and  possibly  detect
wrongdoing earlier (see here).

But regulators are hobbled by well-intentioned transparency and anti-corruption
rules that keep them from tinkering with distributed ledger technologies under
development, he told a US Securities and Exchange Commission advisory panel
in Washington.

The  standards  "are  a  concrete  obstacle  to  progress,  to  regulators  harnessing
powerful technology and learning its capabilities, possibly steering development
to  meet  unique  regulatory  needs,"  said  Bandman,  who  now  runs  a  financial-
advisory  firm.  "Safeguards  must  be retained,  but  they should  be proportionate
and flexible so that regulators can themselves innovate," he said.
 
— Procurement, ethics rules —
 
Procurement  rules  are  intended  for  situations  where  the  government  typically
knows what it needs, and the process often takes more than a year.

But regulators often don't know what a particular financial technology can do or
whether it will work, Bandman said. Also, he said, blockchain may be overtaken
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by rapid technological change.

Another  issue  is  that  ethics  rules  often  preclude  government  officials  from
accepting  anything  of  value  without  providing  fair  compensation,  blocking
regulators  from  obtaining  licenses  from  startups  at  reduced  cost,  he  said.  In
addition,  regulators  can't  accept  free  memberships  in  foundations  and  other
groups  that  would  allow officials  access  to  research,  participate  in  discussions
and join in early development of technical standards.

"It  is  a Catch-22,"  Bandman said.  "You can't  pay for  it  due to the procurement
rules, nor can you do it for free. That would be accepting a gift."

Blockchain and other distributed ledger technologies can help regulators "keep
up with digital markets to avoid being left behind in an analog world," he said.

Regulators  now  receive  a  lot  of  data  on  a  daily  or  month  basis  and  "are
therefore  seeing  events  in  the  rear-view  mirror,  well  after  they  have  already
occurred."
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