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Wh at is Blockch a in ?

On e lin e defin ition : 

Blockch a in  is  a  d is t r ib u t e d  le d ge r  o f d igit a l ow n e r sh ip . 

In  oth er  w or ds, b lockch a in  is a  d igita l r ecor d  of w h o ow n ed  (an d  ow n s) w h a t, w h en  th ey ow n ed  it, an d  
th e con dition  of th e th in g w h en  it w as cr ea ted , bou gh t, an d  sold . 

Th a t m akes sen se, r igh t? 

Maybe. Ju st in  case, let’s take a  closer  look a t tw o ter m s fr om  ou r  defin ition : “d istr ibu ted  ledger ” an d  
“d igita l ow n er sh ip .” 

A d is t r ib u t e d  le d ge r  is th e fu n dam en ta l cor e of w h a t b lockch a in  is. Th e ledger  in  a  b lockch a in  is m ade 
u p  of (you  gu essed  it) b locks. Th e b locks a r e sim ply th e n am e given  to r ecor ds of even ts an d  tr an saction s 
th a t a r e stor ed  on  th e b lockch a in . Wh en  an  even t or  tr an saction  takes p lace, a  d istr ibu ted  n etw or k of 
com pu ter s in depen den tly ver ifies, secu r es, an d  r ecor ds th e deta ils of th e tr an saction . Each  even t an d  
tr an saction  (b lock) is lin ked  togeth er  (ch a in ) to cr ea te a  deta iled  h istor y of ow n er sh ip . 

Digit a l ow n e r sh ip  is th e p r ob lem  th a t b lockch a in  is design ed  to solve. Som e item s a r e easily cop ied  an d  
sh a r ed—m u sic, videos, a r ticles, ebooks. Th e in ter n et is fu ll of d igita l cop ies of th ese th in gs, both  lega l an d  
illicit. Th e ow n er sh ip  of in for m a tion a l item s like th ese a r e easy to tr ack becau se th e or igin a l r a r ely, if 
ever , ch an ges h an ds. We sim ply pu r ch ase (or  a r e given ) th e r igh t to view  a  copy of th e or igin a l. 

Th a t m eth od  of ow n er sh ip  doesn ’t w or k for  a ll item s th ou gh . Som e item s—cu r r en cy, r ea l esta te, 
com m odities an d  goods—can ’t be cop ied  an d  th ose cop ies d istr ibu ted . Th ey can ’t be ow n ed  
sim u ltan eou sly by tw o pa r ties, so r ecor d  of ow n er sh ip  becom es both  vita l an d  d ifficu lt to tr ack. As a  
sim ple exam ple, w h en  a  per son  spen ds d igita l m on ey (basica lly anyth in g bu t cash  or  ch eck), som eon e h as 
to en su r e th a t th e m on ey is actu a lly tr an sfer r ed  r a th er  th an  cop ied . A b lockch a in  is design ed  to keep  an  
in stan tan eou s r ecor d  of tr an saction s, th er eby en su r in g th a t n o tw o people can  ow n  th e sam e th in g a t th e 
sam e tim e. 

I d on ’t  u n d er s t a n d  a  w or d  o f w h a t  you  ju s t  s a id . 

Th a t’s okay. Blockch a in  tech n ology is an  abstract idea . Bu t n ow  th a t you  h ave th e fou n da tion , w e can  get 
in to th e r ea l w or ld  app lica tion s to h elp  you  u n der stan d  better .
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Why Does Blockch a in  Matter ?

Th e an sw er  to th a t qu estion  is decep tively sim ple. 
Blockch a in  m a tter s becau se it cr ea tes an  im m u tab le 
system  of tr u st. For  th e sake of th is w h itepaper , w e’r e 
goin g to skip  th e tech n ica l deta ils of h ow  exactly th e 
b lockch a in  is secu r ed  in  a  w ay th a t m ake its r ecor d  
im m u tab le. Ju st kn ow  th a t becau se of its decen tra lized  
an d  cr yp tograph ica lly secu r ed  n a tu r e, th e b lockch a in  is  
a s accu ra te a s w e kn ow  h ow  to m ake anyth in g.  You  can  
fin d  excellen t exp lan a tion s of th a t h er e an d  h er e if you  
w an t to lea r n  m or e abou t th e tech n ica l deta ils. 

Bu t n on e of th a t exp la in s h ow  w hy an  im m u tab le system  
of tr u st is so r evolu tion a r y. Don ’t w e a lr eady h ave a  
p r etty good  system  of tr u st? 

Yes an d  n o. Obviou sly th e system  w e h ave n ow  w or ks. 
Bu t it’s a lso slow, expen sive, an d  easily cor r u p tib le. 

Cr yp t ocu r r e n cy 
Wh en  you  spen d  d igita l m on ey, you ’r e n ot sim ply 

tr an sfer r in g you r  m on ey to th e ven dor  or  r eta iler . You  h ave to get in ter m edia r ies in volved  to m ake 
th e tr an saction  h appen . On e or  m or e fin an cia l in stitu tion s (u su a lly a  ban k an d  a  cr ed it com pany like 
Visa ) act a s in ter m edia r ies to gu a ran tee you r  tr an saction  an d  an oth er  in ter m edia r y does th e paym en t 
p r ocessin g. Th e pr ocess u su a lly takes days an d  ever yon e takes a  little cu t a lon g th e w ay. Th a t’s a  lot of 
in efficien cy.

With  a  b lockch a in -based  cr yp tocu r r en cy (su ch  a s Bitcoin ), th e p r ocess is m u ch  sim pler —an d n ea r ly 
in stan tan eou s. Wh en  you  com plete a  tr an saction  w ith  cr yp tocu r r en cy th e paym en t sim ply tr an sfer s 
fr om  you  to th e seller , n o in ter m edia r ies r equ ir ed . Th e b lockch a in  ver ifies an d  r ecor ds th e deta ils of th e 
tr an saction  (w h ile still a llow in g you  to keep  you r  iden tity sa fely an onym ou s). Becau se th e b lockch a in  is 
en tir ely au tom ated , th e tr an saction  cost is n egligib le to n on -existen t. 

Ot h e r  Ap p lica t ion s  
Obviou sly n ot ever yth in g can  be d igita lly tr an sfer r ed  like d igita l m on ey. Th e b lockch a in  obviou sly can ’t 
tr an sfer  physica l item s, bu t it can  tr an sfer  ow n er sh ip  of physica l th in gs. 

Let th a t sin k in  for  a  b it. Th e possib ilities a r e n ea r ly en d less. Com pan ies a r e a lr eady u sin g th e b lockch a in  
acr oss m u ltip le in du str ies. For  exam ple:

Dia m on d s 
Ever ledger  is u sin g b lockch a in  tech n ology in  or der  to cer tify th a t com pan ies a r e bu yin g eth ica lly sou r ced  
d iam on ds. Usin g h igh -r esolu tion  im ages, Ever ledger  cr ea tes a  d igita l tw in  of each  d iam on d an d  u p loads 
it to th e b lockch a in . With  th is r ecor d  on  th e b lockch a in , Ever ledger  is ab le r ep lace easily for geab le paper  
cer tifica tion  an d  accu ra tely tr ack th e d iam on ds.  
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Food  
Walm ar t is exper im en tin g w ith  th eir  ow n  
b lockch a in  to closely tr ack th e su pply ch a in  of 
food . Deta ils su ch  a s exactly w h en  pr odu ce w as 
h a r vested , w h eth er  or  n ot it is pesticide fr ee, 
an d  h ow  lon g it sa t in  th e w ar eh ou se can  a ll be 
u p loaded  to a  b lock an d  easily tr acked  on  th e 
b lockch a in . 

Re a l Est a t e  Tit le  Tr a n sfe r s  
A sta r tu p  r ecen tly su ccessfu lly tr a n sfer r ed  a  
deed  of ow n er sh ip  in  Ch icago u sin g th e Bitcoin  
b lockch a in . Th is type of u se  ca se is still in  th e  
ver y ea r ly stages of testin g, bu t th e goa l is to m ake 
th e pu r ch ase of r ea l p r oper ty a s seam less a s any 
oth er  pu r ch ase. 

An d  th ese a r e on ly a  few  of b lockch a in  tech n ologies 
poten tia l app lica tion s. Blockch a in  h as th e poten tia l 
to accu ra tely tr ack th e con dition  an d  ow n er sh ip  of 
anyth in g w e ca r e to keep  tr ack of. 
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How  Will Blockch a in  Affect 
th e Accou n tin g In du str y?

“No on e kn ow s yet” is a  ver y u n sa tisfyin g an sw er , bu t th a t doesn ’t m ake it any less tr u e. No com pan y 
(th a t w e kn ow  of ) is app lyin g b lockch a in  to th e tax an d  accou n tin g in du str y yet, an d  th e tech n ology is still 
so you n g th a t it’s im possib le to kn ow  for  su r e w h a t th e fu tu r e h olds. 

Th a t sa id , w e can  m ake a  few  gu esses based  on  w h a t w e kn ow  abou t th e n a tu r e of b lockch a in . 

Dou b le  e n t r y b ook ke e p in g w ill (e ve n t u a lly) d isa p p e a r . 
Don ’t cou n t on  th is h appen in g any tim e soon , bu t w ith  th e a id  of b lockch a in  tech n ology w e w ill even tu a lly 
tr an sition  to a  tota lly d igita l system  of m on ey. Wh en  th a t h appen s, th e b lockch a in  w ill au tom atica lly an d  
con tin u ou sly u pda te ever y per son ’s an d  com pany’s “books,” r u n n in g w h a t is essen tia lly a  con tin u ou s 
au d it. Bookkeeper s m ay still be h ir ed  to look for  d iscr epan cies in  th e b lockch a in , bu t bookkeep in g a s w e 
kn ow  it today w ill likely d isappea r . 

Ta x e s a n d  t a x  r e t u r n s w ill b e com e  la r ge ly a u t om a t e d .  
Sm ar t con tracts w ill au tom atica lly deter m in e h ow  m u ch  ever y en tity ow es in  taxes each  tim e a  
tr an saction  takes p lace. Th ose taxes w ill be au tom atica lly sen t to th e appr opr ia te gover n m en t w ith ou t th e 
taxpayer  or  com pan y ever  h an d lin g th e m on ey. Wh en  tax season  r olls a r ou n d , taxpayer s w ill on ly n eed  
to su bm it a  r etu r n  if th ey w an t to con test th e am ou n t of tax th eir  b lockch a in -com piled  tax r etu r n  cla im s 
th ey ow e. 

Pe op le  w ill s t ill n e e d  t h e  se r vice s  o f a ccou n t a n t s  a n d  t a x  p r os.  
All of th is m ay seem  str essfu l, bu t don ’t give u p  on  th e fu tu r e of accou n tin g ju st yet. Au tom atin g ta sks 
like bookkeep in g an d  tax p r epa ra tion  w ill fr ee u p  accou n tan ts an d  tax p r os to focu s on  m or e va lu ab le 
ser vices su ch  a s tax p lan n in g an d  con su ltin g. Th e ch an ges th a t w ill com e w ith  w idesca le adoption  of 
b lockch a in  w ill cer ta in ly r equ ir e you  to adap t, bu t th er e’s n o r eason  th a t tr an sition  h as to be a  bad  on e. 
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How  Su r e Ar e We Abou t 
An y of Th is?

Do you  r em em ber  th e kin ds of con ver sa tion s people h ad  abou t th e in ter n et in  th e m id  90s? Un less you  
w er e ta lkin g to a  com pu ter  scien tist, ver y few  people h ad  a  good  grasp  of w h a t th is n ew  in ter n et th in g 
r ea lly w as. Even  if th ey d id , peop le str u ggled  to ta lk abou t it or  exp la in  it w ith  any kin d  of cla r ity. Ju st 
look a t th is clip  fr om  Good  Mor n in g Am er ica  fr om  1994. 

Th e best defin ition  of th e in ter n et th ey can  m u ster  u p  is “It’s a  com pu ter  b illboa r d , bu t it’s n a tion -w ide. 
It’s severa l u n iver sities a ll join ed  togeth er , an d  it’s gettin g b igger  an d  b igger  a ll th e tim e.” 

Na tion -w ide com pu ter  b illboa r d? Th a t’s n ot even  close to a  good  defin ition  of th e in ter n et. 

Gran ted , th e in ter n et h as m a tu r ed  a  b it sin ce th e m id  90s, bu t th e cor e of th e in ter n et is th e sam e n ow  
as it w as th en . No on e w ou ld  exp la in  th e in ter n et th a t w ay n ow. We w ou ld  say th a t th e in ter n et is pu b lic 
com pu ter  n etw or k th a t a llow s u s to sh a r e an d  stor e in for m a tion . Sim ple, r igh t? Bu t th a t cla r ity h as com e 
w ith  tim e an d  fam ilia r ity w ith  th e in ter n et. 

As fa r  a s adoption  ra te an d  in tegra tion  in to ou r  lives, b lockch a in  r igh t n ow  h as a  lot in  com m on  w ith  th e 
in ter n et in  1994. It’s sta r tin g to gen era te en ou gh  excitem en t to ca tch  th e a tten tion  of th e gen era l pu b lic, 
bu t on ly a  sm a ll m in or ity of ea r ly adopter s m ake u se of a  b lockch a in . Of th ose ea r ly adopter s, on ly a  tiny 
fr action  u se a  b lockch a in  r egu la r ly.

So do w e r ea lly kn ow  w h a t b lockch a in  is yet? Pr obab ly n ot. It’s en tir ely likely th a t w e w ill look back 20 
yea r s fr om  n ow  an d  lau gh  a t th e sim plistic u n der stan d in g w e h ad  of b lockch a in  in  2017. 

Th a t bein g sa id , w ith  a  r ecen t exam ple of h ow  a  tr u ly r evolu tion a r y tech n ology (th e in ter n et) can  ch an ge 
th e w or ld , w e feel like w e kn ow  en ou gh  to be ver y excited  abou t th e fu tu r e of b lockch a in . In  a  fu tu r e 
w h er e b lockch a in  fr ees u s fr om  ted iou s in for m a tion -ga th er in g ta sks th a t a r e so essen tia l today, w e w ill a ll 
h ave m or e tim e an d  r esou r ces to spen d  doin g th in gs w e love.
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