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INTRODUCTION
WHAT IS BLOCKCHAIN?
Blockchain has been touted as the next big thing in procurement, mostly due
to its ability to offer considerable benefits to businesses and the

supply

chain.
But one thing to note here is that Blockchain and Bitcoins are two very
different things. Though most of us use these terminologies interchangeably,
they couldn't be more different. Blockchain denotes the underlying
technology; whereas, Bitcoins are just one of the many applications of
blockchain. It is a virtual currency that is built on the blockchain technology.

In a nutshell, blockchain can be defined as a

digital ledger that is

immutable. Why do we say immutable you ask? Well, once a transaction is
written to the blockchain, it cannot be undone - making it tamper-proof. The
technology is also distributed, meaning that the ledger is duplicated across
parties and is

decentralized.
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Since blockchain technology is

decentralized,

information is shared between all parties of the
network - thus, eliminating the need for middlemen
and third-parties. This basically means that
businesses can avoid conflicts, save time, and focus

BLOCKCHAIN
ESSENTIALS
SMART CONTRACTS
IN PROCUREMENT

on what matters most -

focusing on their core

business.
Apart from financial transactions, blockchain has
numerous applications. Smart contracts are now the
most popular application of blockchain. This
concept was first introduced in 1994 by Nick Szalbo,
who came to the conclusion that decentralized
ledgers can be used as self-executable contracts,
which could be converted to codes and run on a
blockchain.
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A

smart contract is an electronic contract that

self-executes when a predetermined condition is
met. These contracts are coded and allow predefined actions, such as payments, to execute
automatically, immediately, and without depending
on intermediaries.

WHAT ARE SMART
CONTRACTS?

Such contracts hold each party responsible for their
role in the final transaction and define the rules and
penalties around a traditional contract.

The three basic properties of a smart contract
are:
1 - Tamper-proof
2 - Self-executable
3 - Self-verifiable
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WANT MORE INFORMATION?
We'd love to assist you!
Please choose a mode of engagement below and
we'll be in touch within 48 hours.
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To better understand how a smart contract
works, let's take some real-world examples.
Let's assume that you need to sell a property - all by
yourself. The process of selling a property involves a
lot of paperwork and communication with multiple
parties. The risk of fraud is also pretty high.

HOW DO SMART
CONTRACTS WORK?

With the help of a smart contract, the burden can be
substantially reduced since it works on a conditionbased principle. Which basically means that the
money and the right of possession can be uploaded
to a distributed system, which can then be viewed by
all the parties involved. Since the money transfer is
transparent, the risk of frauds is also eliminated. Also,
since there's no third-party involved, trust between
parties is not an issue anymore.
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Smart contracts have the capability to bring about
phenomenal changes to our day-to-day lives, due to
the sheer number of benefits it offers over

traditional

contracts.
It provides businesses with the right blend of security
and ease of application to streamline workflows. And
it's capability to eliminate the dependency on
intermediaries is another factor that will make this
technology attractive for businesses.

Some of the benefits of smart contracts are as
follows:
1- Transparency
2- Time-efficiency
3- Accuracy
4- Safety and Trust
5- Better savings
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BENEFITS
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SMART
CONTRACTS
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Transparency
Transparency is perhaps one of the biggest selling
points of smart contracts. It helps eliminate the
chances of a dispute or issues as the terms and
conditions are thoroughly checked and implemented,
only when all parties have agreed to it.
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Time-efficiency
Most processes take a long time to go live, especially if

SMART
CONTRACTS

there are a lot of intermediaries present. Since these
contracts are coded, the speed of completing
transactions is much higher.

Accuracy
All smart contracts are comprehensively designed and
contain all the terms and conditions to which all parties
have to agree. As a result, it acts as a comprehensive
agreement, which is automatically executed once all
conditions have been met.
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Safety & Trust
With instances of data and identity theft coming to the
forefront, most businesses are looking for effective
solutions that will protect their sensitive data from
unauthorized access. Contracts with automated coding
features are the answer most businesses look for when
it comes to data encryption. Since blockchain utilizes
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the highest safety standards, the level of protection it
offers is of the highest quality.

SMART

Better savings

CONTRACTS

Another benefit of using smart contracts is its ability to
boost savings for companies. Since these contracts
only involve parties that are part of the agreement, the
need for intermediaries is eliminated.
Lawyers, witnesses, and third-parties have no role when
a smart contract is implemented. Also, since it is a
paperless process, a lot of money and time is saved.
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