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Abstract: As a result of recent trends in 

digitalization, many businesses and 

traditional methods of conducting business 

have either been wholly transformed or 

rendered entirely obsolete. Blockchain 

technology is the current innovation that 

has the potential to completely transform 

and disrupt many different industries, 

particularly those that are dependent on 

trust, such as the financial industry. The 

explosive growth of Bitcoin and other 

cryptocurrencies is principally responsible 

for the advent of blockchain technology and 

its accompanying rise in popularity. 

Nevertheless, the potential of this 

technology based on distributed ledgers 

considerably transcends those of 

cryptocurrencies. It is anticipated that the 

new technology would usher in a period of 

revolutionary change within the financial 

services industry. According to the 

projected trends, there is a comparison 

profile of the prospective advantages and 

constraints that blockchain technology may 

offer in the financial sector. However, 

several legal, technological, and ethical 

issues remain unresolved before the 

widespread adoption of blockchain 

technology. This literature analysis 

examines how Blockchain influences the 

financial industry. This paper accepts that 

blockchain technology can promote 

transparency, improve efficiency, reduce 

transaction risks, and cut financial industry 

transaction costs. Smart contracts are 

among the more ambitious blockchain 

applications among many other financial 

applications. An evolutionary leap in 

financial services may be feasible with the 

help of these conclusions and 

recommendations, which outline the 

necessary conditions for the successful use 

of blockchain technology. 
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1. Introduction 

Technological advancements have 

dramatically altered industry and business 

processes. On the other hand, the Internet 

has ushered in many new business models 

and even spawned entirely new industries. 

Airbnb, Spotify, and Skype all became 

possible because of the Internet. New and 

more efficient means of collaboration are 

being created for businesses and individuals 

alike due to advances in information 

technology. The technology to watch right 

now is Blockchain. In conjunction with the 

Internet, this relatively new technology will 

make it possible to do business in simpler, 

more affordable, more effective, and more 

secure ways.  

 

Figure 1: Comparison between the 

traditional financial system and the current 

Blockchain Technology.[22] 

Blockchain technology in finance is 

sometimes compared to the impact of the 

Internet and social networks on 

communication [1,2]. The Blockchain is 

well recognized as the technology that 

underpins the virtual currency known as 

bitcoin; nevertheless, this project aims to 

investigate other possible applications for 

the Blockchain. This hypothesis will 

provide a concise explanation of Bitcoin 

and its capability to transform the financial 

industry. It is necessary because practically 

all of the data contained in blockchains 

today are bitcoins. Despite this, this paper 

highlights that the technology is not limited 

to just this one application. Bitcoin has 

received a significant amount of criticism, 

and some people believe that its use of this 

technology is fairly restricted. 

According to Jamali et al. [3], it is crucial to 

distinguish between the particular 

technology that underpins the virtual 

currency bitcoin and the overarching 

concept of blockchains to avoid any 

confusion. On the other hand, Buterin [4] 

draws attention to the distinction between 

public and private blockchains. According 

to Sakiz and Gencer [5], no third-party 

financial intermediaries are needed with 

Blockchain because it is a decentralized 

virtual network technology. Properties and 

contracts can be registered, confirmed, and 

transferred using Blockchain's 

decentralized ledger technology [6]. 

Technology has emerged as a critical 

facilitator of numerous innovations in the 
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distributed transaction and ledger systems 

because it provides alternative paths across 

the digital platform and services. Overall, 

blockchain technology has the potential to 

impact a wide range of industries around 

the world. According to Gasteiger and 

Lausanne [7], the primary benefit of the 

innovation is a reduction in processing time 

and an increase in data security. Blockchain 

technology is transforming how 

corporations conduct business and 

decision-making processes within 

organizations. All members can access the 

public Blockchain. Additionally, 

blockchains cannot be tampered with 

undetected, making them a trust ledger that 

allows for the transformation of 

information without intermediaries. Trust, 

being the main leverage of blockchain 

technology, can disrupt or impact the 

operations financial industry, with banks 

relying on these new technologies to 

transform their ways of doing business.  

Transaction records and blocks are the 

primary building elements of a blockchain 

system [8]. Data is saved in a blockchain 

database as a transaction, while blocks 

record and verify the order in which 

transactions occurred. There are transaction 

ledgers in the case of bitcoin that are formed 

whenever a user transfers money from one 

account to another. Every time a person 

sends a cryptocurrency to another person, a 

transaction is made in the system [9]. On 

the other hand, users often called "miners" 

create the blocks. Miners build blocks using 

specialized software. Decentralized 

systems allow users to develop and validate 

transaction blocks by utilizing a specialized 

program to generate a hash of each block's 

contents, stored at the end of the 

Blockchain for all other users to see. The 

prior block's hash is also essential. Data 

modification is prevented by the hash of the 

previous block's data. For example, 

changing a transaction in a block changes 

its hash, invalidating subsequent hashes and 

corrupting the transaction record.  

Blockchain distributed database has many 

benefits that make it ideal for business 

applications. For example, the design 

enables every node connected to the 

network to detect whether a given 

transaction exists or not precisely. The 

mechanism ensures that contradictory 

transactions are never included in the 

validated data set. Satoshi Nakamoto, a 

little-known Japanese scientist, first 

conceptualized a blockchain in 2008 [10]. 

In 2009, the technology was utilized as the 

public ledger for the cryptocurrency 

Bitcoin. Bitcoin was the first digital 
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currency, and its invention sparked a 

variety of related uses. In 2014, the term 

blockchain was coined from the original 

Blockchain to apply to all new distributed 

blockchain applications [10]. According to 

several experts, research into Blockchain's 

encryption and distributed ledger in 

decision-making has been sparked by its 

security and simplicity. A non-hierarchical, 

decentralized management style can be 

made more effective by using decentralized 

blockchain technology, which has the 

potential to upend traditional business 

decision-making processes. Traditional 

top-down decision-making procedures are 

being outsourced and delegated due to the 

rising use of blockchain technology. This 

research examines Blockchain's impact on 

business operations, focusing on the 

financial sector. 

 

2. Research Questions 

The fundamental subject that will be 

investigated in this research is: How has 

Blockchain influenced business operations 

in the financial industry? The other 

essential research questions include: 

i. What impact, if any, are blockchains and 

cryptocurrencies having on the decision-

making processes of modern businesses? 

ii. What kind of an impact or disruption 

does the technology of Blockchain have on 

the existing business practices and 

decision-making processes in the banking 

sector? 

iii. Where does Blockchain technology find 

its most promising future applications? 

 

3. Methodology 

To investigate how blockchain technology 

affects business operations and decision-

making processes, this study conducted a 

systematic evaluation of various sources, 

including articles, journals, books, and 

databases. The research focused on the 

financial sector, particularly those 

published within the last seven years, with 

a bias towards recent publications. The 

study entailed seeking solutions to the 

research questions by reviewing the 

different findings of past research after 

careful analysis of the selected sources. 

 

4. Literature Review 

The introduction of significant 

improvements to the financial industry due 

to blockchain technology has had a 

significant influence. As new possibilities 

for developing trust-free sharing services 

emerge, it is now possible to reimagine 

most financial transactions using this 
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technology. Thanks to blockchain 

technology, it is now possible to conduct a 

wide range of financial transactions without 

requiring a third-party arbiter. It is possible 

to improve the global financial system and 

the efficiency of financial asset transfers by 

using this strategy. The banking sector is 

benefiting from the continued adoption of 

blockchain technology since it has also 

become more accessible for banks to 

transfer funds between parties without 

financial intermediaries. As a result, the 

technology helps to reduce fraud and 

identity theft situations [11]. Financial 

institutions' adoption of blockchain 

technology has increased their efficiency by 

reducing transaction costs and asset 

transfers [12]. A decentralized ledger and 

automated blockchain technology in the 

financial sector have made this necessary. 

Researchers have found that the reliable 

method that blockchain technology 

provides to regulate the global circulation 

of capital is critical for better financial risk 

control [12]. Borrowers and lenders can 

conduct peer-to-peer transactions using the 

technology's multicentered feature, which 

reduces the requirement for credit 

guarantees in the banking sector. Thus, 

credit risk resulting from knowledge 

asymmetry is reduced, and fund 

management efficiency increases. 

Innovators in data storage and transmission 

will most likely revolutionize the current 

banking and FinTech business as 

blockchain technology gains traction. As a 

result, companies in the financial sector 

adopting blockchain technology have been 

interested in making international 

payments. Multinational financial 

institutions have invested in blockchain 

technology, as depicted in Figure 2. 

 

 

 

 

Figure 2: How Financial Companies are 

utilizing Blockchain Technology in their 

operations.[23] 

 

The ability of a company to outperform its 

competitors in the marketplace and recruit, 

reward, and retain personnel, ideas, and 

capital is critical to its long-term survival. 

Since the advent of the Internet, new 

platforms have emerged to facilitate the 

http://www.ijsrem.com/


          International Journal of Scientific Research in Engineering and Management (IJSREM) 
                         Volume: 06 Issue: 07 | July - 2022                         Impact Factor: 7.185                               ISSN: 2582-3930                                                                                                                                               
 

© 2022, IJSREM      | www.ijsrem.com                DOI: 10.55041/IJSREM15863                              |        Page 6 
 

distribution of products and services faster 

and more efficiently. New digital media re-

evaluated pre-existing value chains based 

on the underlying technological challenges 

in business models [13]. Digital platforms 

have created worldwide marketplaces 

where people, products, and services may 

meet more efficiently than ever before, 

thanks to online reputation and feedback 

systems. The new intermediates benefited 

from the initial wave of digitalization by 

issuing curation and transaction security. 

As blockchain technology and related 

cryptocurrencies mature with emerging 

mainstream uses, a similar process is likely 

to occur. Intermediaries are expected to 

continue providing transactional value 

through this current wave of technological 

transformation, but the character of such 

intermediaries will be fundamentally 

altered [14]. However, as the blockchain 

technology industry grows, new or 

emerging players who bring fresh and 

entirely distinct value creation and capture 

are likely to replace incumbent competitors. 

Using a crypto-token like bitcoin or a 

blockchain reduces the overall cost of 

confirming and verifying transaction 

parameters and network costs. According to 

Lewis, McPartland, and Ranjan [15], 

transactional parties can employ 

cryptocurrency to obtain a global 

agreement on resource allocation and 

ownership exchange. As a result, the scope 

and scale of what constitutes an online 

platform, or what such online platforms 

may achieve, will substantially shift. First, 

it's vital to understand how blockchain 

technology, specifically Bitcoin, is causing 

a change in the financial industry. 

Compared to traditional payment methods 

like credit cards and bank accounts, bitcoin 

has been tremendously successful in 

resolving issues that it was designed to do 

so. Using a digital currency like Bitcoin, a 

global network may securely link and 

exchange value and ownership without 

expensive intermediaries, as stated by 

Lewis, McPartland, and Ranjan [15]. 

Encryption and game theory helped the 

bitcoin network come to a consensus on the 

current status of its distributed ledger. 

Because of its computational and energy 

waste, Bitcoin has been criticized. 

However, the bitcoin ledger may be 

protected from attacks by using proof-of-

work. When it comes to moving money 

around, the banking system's ability to do 

so quickly and securely is unmatched by 

Bitcoin's [15]. When it comes to 

transactions, bitcoin significantly reduced 
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the trust that parties had to have in each 

other. 

 

5. Findings and Discussion 

This study looked at how blockchain 

technology affects the financial services 

industry. The study's results showed that 

traditional financial system patterns had 

been replaced by blockchain technology, 

and there was less reliance on traditional 

intermediaries. As a result, this technology 

has caused significant changes in how the 

banking process works. These alterations 

have made it easier for financial 

institutions to deal with information 

exchange, process traceability, and 

operational efficiency. Through "re-

intermediation," this technology has re-

aligned the global supply chain. 

 

 

 

Table 1: Analysis of the criteria, preconditions and resultant benefits of Blockchain Technology in 

Financial Sector 

Criteria Preconditions Benefits 

Trust Many parties can alter the terms of the 

transaction. 

Fraud and falsification could occur. 

Participant misconduct is 

prevented through smart 

contracts. 

Middlemen High Fees 

The involvement of intermediaries is due 

to the parties' lack of confidence in one 

another.  

Delays resulting from the involvement of 

intermediaries. 

Reduced costs 

Eliminating or reducing the 

number and role of middlemen 

 

Accelerating processes 

Transparency The transaction involves more than two 

participants, and thus a lack of adequate 

transparency among the parties involved.  

Blockchain records are immutable 

and prohibit manipulation and 

forgery. 
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Data Multiple participants save identical data 

in various locations. Synchronization is a 

difficulty. 

Using Blockchain to store data 

ensures data consistency and 

synchronization. 

Data Processing The methods need manual data 

processing 

Costs are quite high for the verification 

of the data's conformance. 

Automation of processes 

eliminates or significantly 

decreases the need for human 

processing and provides a 

solution to the issue of data 

identity. 

Paperwork Paper documents are the most common. 

Time-consuming document handover 

There is a significant reduction in 

the amount of documentation that 

is required. 

Time During transactions, the settlement and 

clearing are not completed in real-time 

or do not go through promptly.  

The time it takes to settle a 

transaction is reduced or "near 

real-time." 

Source: Interpreted according to the analysis of the selected sources.  

 

 

Figure 3: Blockchain in different 

industries[24] 

It has done this by reorganizing the supply 

chain and bringing new financial service 

intermediates to the table. Some of the 

qualities of the technology, according to the 

findings, make it suitable for usage in a 

digital economy. First, the technology has a 

decentralized system that makes it less 

likely that hackers will be able to break in 

and steal data. It also helps make sure that 

the technology can't be messed up. The 

second feature is that the Blockchain is 

immutable. This implies that transactions 

that have already been added to or stored in 

the chain cannot be changed [11]. It ensures 

that the information that is stored is real and 

safe. The other important thing about 

blockchain technology is that it is cost-

effective. In this case, the chain takes the 

place of all middlemen who collect and 
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send data. In this way, the chain helps lower 

the transaction costs of doing business. 

Blockchain technology has created new 

opportunities for established and 

developing enterprises in financial services. 

Blockchain's ability to issue a unique 

distributed ledger or database is used in 

banking and supply chains [16]. The 

blockchain concept has galvanized the 

global banking and supply chain business 

and is anticipated to generate disruption, 

with the logistics sector leading the 

blockchain spending. When it comes to 

financial services, Blockchain is being 

referred to as the "new internet," and it's 

reshaping the way businesses operate. It 

also has the potential to make financial 

transactions faster, cheaper, more secure, 

and more streamlined [16]. Here are a few 

instances of how Blockchain could 

transform the financial services industry. 

 

Improving Compliance Procedures 

It is possible to reduce the amount of time 

spent on tedious and error-prone tasks by 

using blockchain technology, which 

reduces the amount of work needed by 

several financial institutions. Financial 

institutions worldwide are required to 

disclose and comply with various local 

regulations. While laborious and mistake-

prone operations play an essential role, the 

process is time and resource-consuming. 

Participants need automated consumer 

identification technology and integration so 

that this system does not have to carry out 

its responsibilities. Blockchain technology 

can provide a single digital source of 

identifying and verifying financial 

information to promote the seamless 

interchange of information between banks 

and other linked external businesses [17]. 

There are possible outcomes for automated 

account creation, reduced resource and 

expense requirements, and privacy 

protection for legally gathered data. 

Besides that, trade finance tools like drafts 

and commercial papers are today 

characterized by lengthy procedures, 

intricate documentation, several parties 

involved, and the difficult transfer of 

documents between them. A tremendous 

amount of time and money could be saved 

if the deployment of Blockchain and smart 

contracts were made a reality. Increased 

operational efficiency and lower expenses 

can be achieved by eliminating the need for 

many correspondent banks [18]. 

 

Reliable Payment Processes 

All financial sector organizations and 

customers can benefit from Blockchain's 
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ability to improve payment transparency, 

effectiveness, confidence, and privacy 

while also reducing costs at the same time. 

Payments between banks can now be 

completed fast, thanks to improvements in 

the transfer process. Users will save a lot of 

money and time if the prices of goods and 

services are optimized through blockchain 

technology [16]. Blockchain reduces 

intermediaries and office workers' needs 

because payments are instantly settled. 

Thanks to blockchain technology, any 

participant in a transaction can see the 

entire history of the transaction and the 

roles of all parties involved. By exchanging 

unencrypted data and messages, current 

payment systems can achieve this at a 

greater cost. Currently, clearing procedures 

provided by third parties are used in 

interbank payments. Only a few examples 

of the processes that intermediaries must 

perform to clear and settle payments 

include data storage, coordination, 

validation, initiation, execution, and 

reporting. It is possible to drastically lower 

the operating costs of data interchange in a 

distributed ledger by eliminating 

administrative procedures and manual data 

processing. In addition, the encrypted 

identity of participants and the 

impossibility of modifying data make the 

payment process more secure and speedier. 

 

Enhancing Smart Reconciliation 

Blockchain technology, such as the 

distributed ledger, can significantly reduce 

the time and manual work required to 

reconcile payments by providing all parties 

with complete remittance information. 

Financial institutions, including banks, 

insurance companies, and other traders, will 

also profit from the technology's ability to 

reduce errors through a simple 

reconciliation.  

 

Reduced Counterparty Issues 

The danger of a counterpart failing to meet 

their agreed-upon duty can be significantly 

reduced when transactions are settled 

immediately. Most financial institutions 

view failure to meet obligations as a severe 

cost [17]. Defaults by transacting parties 

have been considerably reduced due to the 

advent of blockchain technology that 

allows for peer-to-peer and real-time 

transactions. 

 

Empowering Consumers using Smart 

Contracts 

The usage of smart contracts is one of the 

most important aspects of blockchain 
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technology development and popularity. To 

handle self-operating computer protocols, 

smart contracts offer unique contractual 

services and goods that imitate the real-life 

or financial agreements utilized in the 

contemporary industry [20]. Smart 

contracts are made directly between a 

customer and a provider instead of relying 

on a third party like a broker to enforce and 

carry out traditional contracts. To ensure 

the participants in a transaction are 

protected, smart contracts are developed 

using blockchain technology and deployed 

and executed automatically [15]. When 

information can be shared transparently 

throughout a digitized and centralized 

process, customer trust grows because 

intermediaries relinquish power to the 

customer party participating in a 

transaction. This is how customer trust 

develops. 

 

Improving Supply Chain Inefficiencies 

Businesses that rely on supply chains are 

well aware of the numerous inefficiencies 

that come with such procedures as system 

complicity, slowness, and the propensity to 

include third parties worldwide in their 

daily operations. The elements of the 

supply chain that originate from other 

parties are typically distrusted [21]. It is 

possible to reduce the paperwork involved 

in legal document transfers by using 

blockchain-based intelligent contracts to 

verify and enforce agreements. 

Consequently, the usual costs associated 

with intermediaries and third parties are 

significantly reduced [20]. Reduced supply 

chain stages and the Blockchain's inherent 

contractual transparency increase 

confidence. 

 

Capital Optimization 

Peer-to-peer transactions are made easier 

using blockchain technology since it 

eliminates the need for trusted 

intermediaries. With the advent of 

Blockchain technology, traditional 

financial intermediaries such as custodian 

banks, which transfer money between 

institutions, and cleaners, which certify the 

creditworthiness of counterparties, will 

become redundant. Following the huge 

reduction in operational costs for financial 

institutions, Blockchain offers a better 

choice for capital optimization. 

 

6. Conclusion 

Blockchain can bring about the necessary 

reforms in the financial services business. 

Certain sophisticated financial products 

necessitate a network of middlemen and 
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human document processing, which adds 

additional costs and inefficiency to 

transactions. According to findings from a 

functional parameter analysis, Blockchain 

and distributed ledgers have evolved from 

merely technology tools into concepts of 

survival and crucial parts of the financial 

industry's long-term growth plans. The 

nature of the predicted changes is framed by 

comparing the potentials and constraints of 

Blockchain in the financial sector. For the 

financial services industry to make an 

evolutionary leap forward, the industry 

must successfully overcome the 

impediments to applying this technology. 

This can be achieved through; deploying 

trial projects employing distributed ledger 

in real-world market situations in specified 

financial industry segments, creating the 

legal and regulatory framework to support 

the project, and working on a standardized 

rating system that automates the KYC 

procedure. The global supply chain will 

benefit significantly from implementing 

Blockchain. However, key stakeholders 

such as innovators, developers, regulators, 

and incumbents will need to work together 

more closely if the technology is to be used 

effectively. 
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