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THE USAGE OF BLOCKCHAIN IN BUSINESS

AHHOmMayua: ce200Hs KaKk HUKo20a akmyaibHa mema Onokueuna. Jlroboi npo-
eKm «Ha OJI0KYeliHe» 8bl3bl8aem NOGbIUEHHbLU UHMepeC, TH000U 2a3emHblIl 3A201080K,
YHoMUHaowui 06 3mou mexrono2uu, npusiekaem euumanue. OOHaKo MHo2ue Jioou
He 8 NOJIHOU Mepe NOHUMAIOM, YMo maxoe OJ10KYeliH, KAk OH pabomaem u 20e Modjcem
ucnonv3osamscs. B cmamve mvl b1 xomenu paccmompems, Kak MexHon02uUst O10K4eliH
MOdHcem NPUMEHAMbCA 8 OusHece, U NOKA3AMb, NOYeMy OHA OeUCMEUMENbHO MOodiCem

usMeHumo Oyoywjee K ayduiem).

Knioueegvle cnoea: 6i10xuetin, Kpunmoganoma, mexHoio2uu 8 Ouzxece, QPUHAHCO-

8blll PLIHOK.

Abstract: today, the topic of blockchain is at the peak of fashion. Any project
causes increased interest if it is «on the blockchainy, any newspaper article attracts
additional attention if it mentions this technology. But many people do not fully under-
stand what this technology is, how it works and where it can be used. In this article,
we want to speculate about how blockchain can be used in business and show why this

technology can really change our future for the better.

Keywords: blockchain, cryptocurrency, technologies for business, financial mar-
ket.

Nowadays technologies changing the different spheres of business, ways of pro-

duction and services sector. Banks today functioning in not familiar way we used to
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think like just 10 or even 5 years ago. Artificial intelligence is widely spread in pro-
duction, completing more difficult tasks in shorter period of time than a human. Com-
panies using the big data and cloud technologies to provide clients with faster feed-
backs and presenting more exact advertisements. Advertising has changed, medical
sphere has changed, computers and devices has changed, all has changed.

There is an opinion that technological level growth will be not so lightning fast in
the near future like in couple of past decades. We had almost reached our limit and
there is nothing to discover and create, except couple of spheres. But how is that pos-
sible that 2 billion of people on earth, according to the world bank statistics, living for
a not more than 2 dollars a day. Can you imagine that in the modern world? This people
just can be a part of the world economy, they can’t take loans, mortgages, they can’t
make deposits in the banks, we are not talking about investments. The technology
Blockchain can solve this problem with 2 billion people, also it can solve loads of other
problems and improve a lot of different processes in different spheres.

Consider, what is blockchain and how this technology works, a lot of people fa-
miliar with it, other can easily find the information, let’s just give a short and easy to
understand description, blockchain is a distributed database (registry) technology
based on a constantly extended chain of records and resistant to falsification, revision,
hacking and theft of information. Security of this system provided by cryptography.
Here I’'m going to analyze the ways how to use blockchain in business.

The first stop is so known «smart-contracts». «Smart-contracts» is computerized
operational protocol which fulfills the terms of the contract automatically if the sides
of a contract complied with all conditions. This technology has to main advantages for
the business and business operations — first of all, this technology eliminates the need
for trust between the parties due to the automatic execution of the transaction based on
the blockchain code which in turn eliminates the risks associated with the human factor.
Second of all, if any partner not complied any of the conditions, this contract will not
be completed. Instead of keeping track of their assets in various databases, which fi-

nancial companies are now forced to do, they can do only one information repository.
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Transactions are made almost instantly and without any intermediaries. As a result,

transactions require less capital and dramatically reduce risks.

Here is the table that highlight the advantages of smart-contracts.

Advantages of smart-contracts

Table 1

Area of comparison Traditional contracts Smart-contracts
Completion of the transaction | 1-3 days Minutes
Money transfer Manual Automatic
Escrow agent Necessary May not be needed
Cost Expensive Cheaper
Presence Physical Virtual
Signature By hand Electronic
Lawyer Necessary May not be needed

Now let’s move to one more very important feature of blockchain that every busi-
ness on some stages will use. This is IPO. But in case of blockchain it is more correct
to say ICO. ICO (initial coin offering, or crowdsale) in practice means the same as IPO-
initial placement of securities on the open market. In both cases, the main goal is to
raise money for the development of the project by selling assets. However, the organi-
zation of the initial placement process itself varies. For entering the IPO, the company
must confirm its reliability with accounting data for several years. Its reliability must
be confirmed by the conclusion of a reputable audit company. All this guarantees the
potential investor that his investments are checked and protected. Unlike IPO, for ICO
with the use of blockchain, neither intermediaries nor control of the regulator are
needed: a decentralized system stores all records of the actions of all bidders in the
form of a publicly accessible, open and therefore reliable register. Any company, hav-
ing decided to raise funds for its development or implementation of the project, can use
an open blockchain platform. This technology is convenient and profitable for the
founders of startups, at the same time it is trusted by venture investors: one of the
brightest examples is the Etherium project.

Public blockchain projects that have attracted funding through the issuance of

cryptographic tokens:
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Ethereum — a platform for creating computing and creating decentralized pro-
grams.

Storj u Sia — decentralized data storage.

Incent — platform for loyalty programs.

Mass Network — online advertising management platform.

Iconomi — investments fund.

In fact, there are a lot of examples. Startup-crowdfunding is also very interesting
alternative and effective way to raising funds. Founders complain about illiquidity of
investments in startups. Investors typically have to part with at least 10,000 euros and
often wait five or more years to exit the project with a profit. Now there was an alter-
native solution. The business analysis platform for investors Funderbeam offers a
unique way out of this situation. It is a blockchain-based investment marketplace for
buying and selling shares in startup syndicates for colored coins. Soon, the Funderbeam
platform will allow investors to create investment syndicates for one or more startups
online. Investments can be made in any configuration, the size of the syndicate is not
limited. A share of £ 100,000 may be held by one lead investor and 99 co-investors
who have invested £ 1,000; a lead investor of £ 75,000 and five co-investors who have
invested £ 5,000; or any other combination. Like crowdfunding, this lowers the thresh-
old for investing in startups.

Blockchain has an important property for accounting work. Information created
in the blockchain can be trusted, even if there is no trust in the counterparty. A trans-
action is only executed if it is approved by both parties. Subsequently, this information
Is protected from changes. International accounting corporations, in particular the «Big
four» companies are already seriously exploring the possibility of using blockchain in
accounting and auditing. They can be understood-audit activities in the near future,
many predict a serious crisis. Who needs an intermediary who expresses an opinion on
the reliability of accounting when accounting is a priori reliable? However, most ex-
perts agree that it is unlikely that the profession is threatened with extinction — rather,
the emphasis in the work of auditors will shift from confirming events to confirming

their classifications in accounting. The work of the accountants themselves will go into
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the plane of accounting policy formation, correct classification and interpretation of
events, as well as the use of professional judgments. Business representatives may be
interested in possible areas of application of blockchain in accounting, which will re-
duce the cost of its maintenance and increase the value of accounting information:

1. Settlements with external counterparties. With the introduction of blockchain,
the need for reconciliation of calculations is eliminated. The formation and write-off
of receivables and payables of the parties to the transaction will occur simultaneously
In the same assessment at the time of the transaction. You do not have to confirm the
transaction and its evaluation. The accountant will only have to correctly classify the
acquired / transferred asset and the corresponding income / expense.

2. Movement of assets within the enterprise. If you present any fact of economic
life within the enterprise as a transaction, then in real time you can get information
about the movements of any assets.

3. Real-time operational accounting. Thanks to the blockchain, there will be no
need to wait for the processing of the primary document by the accountant. The pri-
mary, in principle, will not be needed either in paper or electronic form. Instead, it is
the fixation of the transaction in the blockchain.

And this is only the tip of the iceberg — the topic of blockchain is just beginning
to be studied by the accounting community.

Large financial institutions are likely biding their time, not refusing to eventually
experiment with blockchain operations. And, of course, the level of interest from the
technology sector is high. Viewers have already been presented with such bold exper-
iments as Openbazar. Today, it seems appropriate to codify legal agreements using
patented and publicly available methods. For direct, simpler processes, the technology
already exists. In the distant future, there will be a fully automated Internet of things,

managed by authorized Internet agents, smart contracts and smart transactions.
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