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Smart contract application: the way to improve SME performance

Small and medium enterprises (SMEs) face many obstacles for their further
development in the current business environment, namely lack of funding and low
protection to risks that barely affects larger players. In many cases, a great challenge is
the regulatory framework itself, making harder for SMEs to find financing, scale
operations, process payments and recruit talents. However, enterprise organizations are
able to establish a new level of trust among their users purchasing products or services
via a Smart Contract agreement. Smart contracts have the potential to improve
businesses’ privacy, security and performance in general.

The idea of smart contracts is to offer more complex solutions than just a
traditional trade transactions. Smart contract is a transaction registered in blockchain
that contains its own data storage and can access other resources to evaluate its current
state and perform actions — a contract made of code. Overall, smart contracts are
different from traditional contracts. However there are some benefits, which give them
a privilege over traditional contracts. For instance, it takes minutes to execute the
transaction; the payment is automatic and doesn’t require physical presence of the
parties, a digital signature is valid and sufficient. In the light of the above, smart
contracts save time and cost for a company. In today’s digitally connected world, time

and reduction of costs are significant factors for most firms.
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The most obvious use case of Smart Contracts in SMEs performance is in
managing approval workflows in trading agreements. The technology can exterminate
for errors, point out completion of events or transactions and manage policies for
precise payout to the proper individuals. In this case the payments are self-processed
and caused automatically. Customers do not need to perform manual processes in
order to file the claim and the enterprise doesn’t hold its customers for prolonged time
period to verify those requests and claims.

Furthermore, there are other possible approaches, which can be implemented
thanks to smart contracts. Namely, notarization of documents, agreements and all
information related to transactions, progress and results of transactions; trustless
execution of transactions or a part of transactions. This can offer a new way of looking
at transactions with external parties, where the blockchain might serve as a trustless
coordination of the process and a notarized data source.

Smart contracts have the ability not just to be simple contracts between several
parties, but over time they could become very complex systems involving many parties
and resources involved in SMEs performance. Such potential would bring
blockchain’s benefits to process execution, namely secured and trustless storage of
data and eternal transaction execution.

In summary, a good use case of smart contracts in SMEs could be to use it when
operating with untrusted third parties or multiple organizations. There is no such need
for notarization or trustless execution within the internal business processes, but the
need arises when dealing with transactions that involve communicating with external
parties.

Smart Contract implementation can help SMEs to stay in front of the new digital
wave, by allowing them to rapidly develop smart contracts that can be quickly
launched into operations. Because the blockchain is a rising wave and the surfers,
namely SMEs, that will reach its top first will be the first to succeed.
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TepHoninbcokuu HAYIOHATLHUL eKOHOMIYHUU YHIgepCcUumem
IIpobaemaTnka piHAHCYBAHHSI KOPIIOPATHHOIO CEKTOPY: OPraHi3aliliHo-
NMPAaBOBHH ACHEKT

PO3BUTOK  KOpPIOPAaTUBHOTO  CEKTOPY E€KOHOMIKM  YKpaiHu  moTpelye
CUCTEMaTH3allll Ta Yy3arajJbHEHHS OCHOBHUX OpTaHi3allliHO-TIPABOBUX ACIICKTIB
(¢iHaHCYBaHHS MIANPUEMCTB B yMOBaxX KOHIEHTpamii Kamitamy. CTaHOBJIEHHS
PUHKOBOI €KOHOMIKHM CIIpHUSi€ CIeliaizaimii MpOMHCIOBOCTI, i auBepcudikaiii y
MEBHUX Trajy3siX, M0 BUPOOJSIOTH PI3HOMAHITHY NpOAyKUi0. BogHouac BaKJIMBO
3a3HAYUTH, 110 HUHI € TEHJCHIsl 0 cremiamizaiii, 0a3oBaHa Ha TEPETBOPEHHI
okpeMux (a3 BUPOOHMIITBA OJHOrO a0O0 KITBKOX MPOAYKTIB Yy CaMOCTIiHI Tramy3i
BUPOOHUIITBA, 1 116 MOTpeOye BKIAACHHS I0JATKOBOro Kamitany. lloainsiemo Touky
3opy B. 3umoBrs, skuit Bu3Havae, mo Ha ¢opmyBaHHS (imocodii Oi3HECY 1 BpEmHITi-
pelT Mojieselt oro iHaHCYBaHHS BILIMBAJIa BIacTUBA TpaHCHOPMAIIMHOMY MEePioy

HEeBU3HAYCHICTS [ 1, c. 283].
VY nporieci BUXo1y miANPUEMCTB Ha (DIHAHCOBHUM PUHOK 3 METOIO 3aTy4eHHs a0o

PO3MIIIEHHSI BUIBHMX KaliTaJliB OCOOJIMBO BAaXKJIMBY POJb BIJITPAa€ OpraHizaliiiiHo-



