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Bitcoin Ordinals is a protocol launched in January 2023 by software
engineer Casey Rodarmor that allows individual satoshis — the smallest unit of
bitcoin, equal to one hundred-millionth of a BTC — to be tracked, transferred, and
assigned unique digital content. The system works by numbering every satoshi in
the order it was mined, giving each one a permanent serial number derived from
its position in Bitcoin's transaction history.

How Inscriptions Work
An inscription is data attached to a single satoshi using Bitcoin's Taproot

upgrade, which activated in November 2021. Taproot introduced a new script
format called Pay-to-Taproot (P2TR), which expanded the amount of arbitrary
data that could be stored in a transaction's witness field. Rodarmor's protocol
exploits this by embedding content — images, text, audio, video, or code —
directly into the witness data of a Bitcoin transaction. Because the data sits inside
a Bitcoin block, it is stored on-chain permanently without relying on external
servers or IPFS pointers, unlike most Ethereum-based NFTs.
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The numbering scheme assigns ordinal numbers sequentially as satoshis
are mined, so the first satoshi of the genesis block carries ordinal number zero.
When a satoshi is inscribed, that inscription travels with it across subsequent
transactions, making it possible to trace ownership through standard Bitcoin
UTXOs (unspent transaction outputs).

Market Impact and Network Activity
Ordinals generated immediate controversy and demand. By late 2023,

cumulative inscriptions exceeded 40 million, adding significant data to Bitcoin
blocks and pushing average transaction fees higher during peak periods. In May
2023, inscription activity briefly caused Bitcoin's mempool to exceed 400,000
pending transactions, with fees spiking to levels not seen since the 2017 bull
market. Miners benefited from the additional fee revenue, while critics argued the
protocol congested the network and violated Bitcoin's intended purpose as a
monetary system.

A subcategory called BRC-20 tokens emerged in March 2023, created by a
pseudonymous developer named Domo. BRC-20 uses JSON-formatted text
inscriptions to define fungible token balances on Bitcoin, mimicking Ethereum's
ERC-20 standard. Despite having no smart contract enforcement, BRC-20 tokens
traded actively and generated billions of dollars in volume within months, driving a
large share of inscription activity.

Criticism and Technical Debate
Bitcoin Core developers and long-standing contributors expressed concern

that Ordinals exploit a loophole in Bitcoin's data-relay rules rather than following
the intended design of the Taproot upgrade. Some developers proposed filtering
inscription data at the node level, though such changes face significant
community resistance given Bitcoin's decentralized governance structure.

Proponents argue that inscriptions demonstrate Bitcoin's resilience and
programmability without altering its consensus rules or monetary policy. Because
inscriptions require paying transaction fees in BTC, every inscription contributes
economically to network security. The debate reflects a broader tension within
Bitcoin's community about whether the base layer should remain narrowly
focused on value transfer or allow broader data applications.
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