
International Research Journal of Scientific Studies 
e-ISSN: 3048-8451 

February 2025,  

Volume 2, Issue 2 

 

 

Paper ID: 02250203              www.irjss.com           31 
Impact Factor: 3.648 (SJIF-2024) 

 

 

This article is an open-access publication, copyrighted by the author(s) and 
published in International Research Journal of Scientific Studies, under the 
Creative Commons Attribution License, permitting use, sharing, and 
reproduction in any medium, provided the original work is properly cited. 

 

 

A Blockchain based Accounting System 
Suvarna Patil 1✉, Abhijeet Chavan2, Anushka Kele2, Mayur Mohite2, Harshal Gharat2 

1 Assistant Professor, Department of Computer Engineering, Marathwada Mitra Mandal's 
College of Engineering, Pune 411052, India. 

2 UG Student, Department of Computer Engineering, Marathwada Mitra Mandal's College of 
Engineering, Pune 411052, India. 

✉ Corresponding author email: suvarnapatil@mmcoe.edu.in   

Cite this article: Patil, S., Chavan, A., Kele, A., Mohite, M., & Gharat, H. (2025). A 

Blockchain based Accounting System. International Research Journal of Scientific 

Studies, 2(2), 31–42. https://doi.org/10.64383/irjss.02250203 

Abstract: Blockchain technology, characterized by its decentralized, immutable, and 

transparent nature, opens up transformative opportunities for enhancing accounting 

systems. Traditional accounting practices typically depend on centralized databases, 

which can be vulnerable to data manipulation, fraud, and security breaches. This 

paper proposes an innovative accounting system built on the Ethereum public 

blockchain, designed to effectively manage critical functions such as inventory 

management, customer interactions, sales transactions, and invoicing. By leveraging 

smart contracts, this system automates key processes—including invoicing and 

payments—resulting in reduced manual intervention and fewer human errors while 

improving operational efficiency. The decentralized framework of blockchain 

guarantees that every transaction is permanently recorded in an immutable ledger, 

offering unparalleled security and transparency. Additionally, this system reduces 

reliance on intermediaries, streamlining business operations and decreasing costs. 

However, challenges such as scalability and fluctuating transaction (gas) fees still 

persist within the Ethereum ecosystem. As Ethereum continues to evolve with the 

introduction of Layer 2 scaling solutions and Ethereum 2.0, these issues are 

anticipated to be resolved, positioning blockchain as a revolutionary solution for the 

accounting sector. 

Keywords: Blockchain, Ethereum, Smart Contracts, Accounting Systems, 

Transparency, Immutability, Automation. 

1.0 Introduction 

file:///C:/Users/Sanjay/Downloads/www.irjss.com
https://sjifactor.com/passport.php?id=24237
mailto:harshalbramhankar456@gmail.com
mailto:suvarnapatil@mmcoe.edu.in
https://doi.org/10.64383/irjss.02250203


International Research Journal of Scientific Studies 
e-ISSN: 3048-8451 

February 2025,  
Volume 2, Issue 2 

 

Paper ID: 02250203              www.irjss.com           32 

In today's business landscape, 

traditional accounting systems play a 

crucial role in managing financial 

records, inventory, customer details, 

and transactions. However, these 

systems typically rely on centralized 

databases that create significant 

vulnerabilities. The centralization of 

data means that a single point of failure 

exists, which can expose businesses to 

data breaches, internal manipulation, 

and fraud. Moreover, many traditional 

accounting processes necessitate 

manual intervention for tasks such as 

invoicing, reconciliation, and payment 

processing. This reliance on human 

oversight increases the chances of 

errors, inefficiencies, and delays in 

financial operations. 

Blockchain technology offers a 

groundbreaking alternative to these 

challenges. By decentralizing data 

storage, blockchain distributes 

information across a network of nodes, 

ensuring that no single entity has -

complete control over the entire system. 

Once a transaction is recorded on the 

blockchain, it becomes immutable—

meaning it cannot be altered, deleted, 

or tampered with. This characteristic 

guarantees the integrity and security of 

financial records, making blockchain-

based accounting systems highly 

resilient to fraud and manipulation. 

This paper delves into the design and 

implementation of an accounting 

system constructed on the Ethereum 

public blockchain, one of the most 

prominent platforms for decentralized 

applications (dApps) and smart 

contracts. By utilizing Ethereum’s 

decentralized ledger, the proposed 

system effectively manages essential 

accounting functions such as inventory 

tracking, customer management, sales 

transactions, and invoicing. Every 

financial transaction is securely and 

immutably stored on the blockchain, 

ensuring full transparency and 

facilitating audits. 

A key innovation in this system is the 

integration of smart contracts. These 

self-executing contracts contain the 

terms of an agreement encoded directly 

into the blockchain. They automatically 

enforce and execute predefined 

conditions when specific criteria are 

met. In this accounting framework, 

smart contracts streamline processes 

such as invoice generation, payment 

recording, and financial updates in real-

time. By minimizing the need for 

intermediaries and manual processing, 

the system significantly reduces 

operational costs and accelerates 

transaction times while lowering the 

risk of human error. 
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Additionally, the proposed blockchain-

based accounting system enhances 

transparency by recording all 

transactions on a public, immutable 

ledger that can be accessed and audited 

by relevant stakeholders in real-time. 

This fosters trust and accountability in 

financial operations. However, 

challenges such as scalability and 

transaction costs within the Ethereum 

ecosystem still pose significant hurdles. 

Nevertheless, with ongoing 

advancements such as Ethereum 2.0 

and Layer 2 solutions, these limitations 

are expected to be addressed, making 

blockchain an increasingly viable 

solution for the future of accounting. 

This paper proposes an innovative 

accounting system built on the 

Ethereum public blockchain, designed 

to effectively manage critical functions 

such as inventory management, 

customer interactions, sales 

transactions, and invoicing [15].  

2.0 Blockchain-Based Accounting: 

Core Concepts 

The integration of blockchain 

technology into accounting systems 

introduces several core concepts that 

significantly enhance the way financial 

data is managed, secured, and 

processed [1]. 

2.1 Decentralization 

Traditional accounting systems operate 

on centralized databases controlled by a 

single entity, such as a company or 

financial institution. This centralization 

poses various risks, including data 

manipulation and unauthorized access 

[2]. In contrast, blockchain’s 

decentralized architecture distributes 

data across a network of nodes, 

ensuring that no single point of failure 

exists. Each node maintains a complete 

copy of the blockchain, which enhances 

data integrity and security [3]. By 

removing the reliance on trusted 

intermediaries, blockchain allows for 

peer-to-peer transactions that are 

validated by consensus mechanisms 

rather than a central authority [4]. This 

decentralization enhances the 

robustness of accounting systems, 

making them less susceptible to fraud 

and breaches [5]. 

2.2 Transparency and Immutability 

A defining feature of blockchain 

technology is its inherent transparency. 

Every transaction recorded on the 

blockchain is accessible to all 

participants in the network, fostering 

accountability and trust [6]. This level 

of visibility allows for real-time 

monitoring of financial activities, 

making it easier to detect discrepancies 

or fraudulent activities [7]. Moreover, 
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once data is recorded on the 

blockchain, it becomes immutable—

meaning it cannot be changed or 

deleted [8]. This characteristic ensures 

that financial records are permanent 

and can be relied upon for audits and 

compliance checks. The combination of 

transparency and immutability creates 

a more trustworthy environment for all 

stakeholders involved [9]. 

2.3 Smart Contracts 

Smart contracts represent one of the 

most significant innovations enabled by 

blockchain technology. These are self-

executing contracts with the terms of 

the agreement written directly into code 

on the blockchain [10]. Smart contracts 

facilitate the automated execution of 

financial transactions and processes 

such as invoicing and payments [11]. 

By removing the need for 

intermediaries, smart contracts 

streamline operations and increase 

efficiency [12]. For example, when a 

customer completes a purchase, a 

smart contract can automatically 

generate an invoice and process the 

payment without requiring manual 

input from the seller [13]. This 

automation not only reduces the 

likelihood of human error but also 

speeds up transaction times, resulting 

in a more efficient accounting process 

[14]. 

2.4 Consensus Mechanisms and Data 

Integrity 

Consensus mechanisms are critical to 

the functionality of blockchain 

technology. They ensure that all nodes 

in the network agree on the validity of 

transactions before they are recorded 

on the blockchain [1]. This 

decentralized validation process 

enhances data integrity, making it 

exceedingly difficult for malicious actors 

to manipulate financial records [2]. Two 

common consensus mechanisms are 

Proof-of-Work (PoW) and Proof-of-Stake 

(PoS) [3]. PoW requires nodes to solve 

complex mathematical puzzles to 

validate transactions, while PoS allows 

validators to create new blocks based 

on the number of tokens they hold [4]. 

By implementing these mechanisms, 

blockchain systems can maintain a 

secure and reliable network for 

processing transactions [5]. 

2.5 Enhanced Security through 

Cryptography 

Blockchain employs advanced 

cryptographic techniques to protect 

data and transactions [6]. Each block in 

the blockchain contains a unique 

cryptographic hash, which serves as a 

digital fingerprint of the data. If any 

information within a block is altered, 

the hash changes, signaling that the 

data has been compromised [7]. 
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Furthermore, blockchain utilizes public 

and private keys for user 

authentication. Only individuals with 

the correct private keys can initiate or 

approve transactions, ensuring that 

only authorized parties can access 

sensitive financial data [8]. This 

cryptographic security is paramount in 

safeguarding against fraud and 

unauthorized access, which are 

prevalent issues in traditional 

accounting systems [9]. 

 

2.6 Auditability and Regulatory 

Compliance 

The transparency and immutability of 

blockchain data facilitate easy auditing 

and regulatory compliance [1]. With all 

transactions recorded on a shared 

ledger, auditors can quickly verify the 

accuracy of financial records without 

the need for extensive manual reviews 

[2]. This streamlined auditing process 

not only saves time and resources but 

also enhances the reliability of financial 

reporting [3]. Regulatory authorities can 

also benefit from blockchain’s 

transparent nature, as they can access 

up-to-date financial data and conduct 

compliance checks without relying on 

traditional reporting methods [4]. This 

level of accessibility and verification 

simplifies regulatory oversight and 

reduces the burden on businesses to 

maintain extensive documentation [5]. 

By incorporating these core concepts—

decentralization, transparency, 

immutability, smart contracts, 

consensus mechanisms, cryptographic 

security, and auditability—blockchain 

technology offers a comprehensive 

solution that addresses the 

shortcomings of traditional accounting 

systems [6]. This integration not only 

enhances security and efficiency but 

also positions blockchain as a vital tool 

for the future of accounting practices 

[7]. 

3.0 System Design and 

Implementation 

This section outlines the design and 

implementation of a blockchain-based 

accounting system using the Ethereum 

blockchain. The system aims to 

enhance operational efficiency, security, 

and transparency in managing financial 

records through the utilization of smart 

contracts and decentralized 

applications [1]. Key functionalities 

include inventory management, 

customer management, sales 

processing, invoicing, and payment 

processing, with an emphasis on the 

role of cryptocurrency wallets in 

facilitating secure transactions [2]. 

Smart contracts represent one of the 
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most significant innovations enabled by 

blockchain technology. These self-

executing contracts facilitate automated 

execution of financial transactions and 

processes such as invoicing and 

payments [15]. By removing the need 

for intermediaries, smart contracts 

streamline operations and increase 

efficiency. 

3.1 Ethereum Blockchain for 

Accounting 

The proposed accounting system 

operates on the Ethereum blockchain, 

which is renowned for its robust 

support for decentralized applications 

(dApps) and smart contracts [3]. This 

blockchain environment enables secure, 

transparent, and efficient management 

of financial transactions and records 

[4]. The following key functionalities are 

integral to the system: 

Inventory Management: Businesses can 

seamlessly add and manage goods 

directly on the blockchain. Each 

product entry creates an immutable 

record that includes essential details 

such as product name, description, 

quantity, price, and unique identifiers 

[5]. This feature ensures that all 

inventory records are tamper-proof and 

readily accessible, providing businesses 

with real-time insights into stock levels. 

Additionally, updates to inventory, such 

as stock depletion or product returns, 

are automatically recorded on the 

blockchain, maintaining an accurate 

history of inventory changes [6]. 

Customer Management: Customer 

information is securely stored on the 

blockchain, allowing businesses to 

manage customer interactions 

effectively. Each transaction involving a 

customer is recorded, linking sales 

history and payment information to the 

customer’s unique identifier [7]. This 

comprehensive approach enables 

businesses to analyze customer 

behavior, streamline marketing efforts, 

and enhance customer relationships. 

Moreover, the secure nature of 

blockchain protects sensitive customer 

data from unauthorized access and 

breaches [8]. 

Sales and Invoicing: Upon the 

completion of a sale, the system 

generates an invoice that is securely 

stored on the blockchain. This invoice 

contains critical information, such as 

the items purchased, total amount due, 

payment terms, and a unique invoice ID 

[9]. Importantly, each invoice features a 

"Pay Now" button that allows customers 

to make payments directly through 

Ethereum [10]. This feature simplifies 

the payment process for customers and 
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provides a clear transaction record on 

the blockchain [11]. 

Payments via Smart Contracts: 

Payments are processed using Ether, 

the native cryptocurrency of the 

Ethereum network. When a customer 

initiates payment through the "Pay 

Now" button, a smart contract is 

triggered to facilitate the transaction. 

The smart contract verifies the 

transaction details, including the 

invoice amount and the customer’s 

wallet balance, before executing the 

payment [12]. This transaction is 

permanently recorded on the 

blockchain, ensuring transparency and 

verifiability [13]. The smart contract 

also automates the updating of the 

invoice status to reflect successful 

payment, thereby streamlining the 

accounting process [14]. 

3.2 Automation and Security 

The integration of smart contracts is a 

cornerstone of the system’s design, 

enabling automation of key accounting 

tasks. Smart contracts are programmed 

with predefined conditions that dictate 

the execution of transactions, 

significantly reducing the need for 

manual intervention and minimizing 

the potential for human error [1]. 

Automated Invoice Generation: 

When a sale is completed, the system 

triggers the smart contract to 

automatically generate an invoice. The 

invoice includes all necessary details, 

and upon creation, it is stored on the 

blockchain for secure access. This 

process eliminates the delays 

associated with manual invoicing and 

ensures that records are consistently 

up to date [2]. 

Secure Payment Processing: 

Upon the customer's confirmation of 

payment, the smart contract initiates 

the transaction. This automated 

process involves validating the 

customer's cryptocurrency wallet 

balance and ensuring it matches the 

invoice amount. Once validated, the 

smart contract executes the payment by 

transferring the required amount of 

Ether from the customer's wallet to the 

business's wallet. The transaction is 

then permanently recorded on the 

blockchain, ensuring both parties have 

access to a tamper-proof transaction 

history [3]. 

Use of Cryptocurrency Wallets: 

The system integrates with 

cryptocurrency wallets (such as 

Metamask, Trust Wallet, or Ledger) to 

facilitate secure transactions. 

Customers can link their wallets to the 

accounting system, allowing them to 

easily make payments directly from 
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their wallets. The wallet acts as a digital 

interface for managing Ether and 

provides secure storage for private keys, 

ensuring that transactions are executed 

safely and efficiently. The integration of 

wallets also enhances the user 

experience, as customers can easily 

view their transaction history and 

balances [4]. 

Enhanced Security Features: 

The use of blockchain technology 

inherently provides enhanced security 

for financial transactions. Every 

transaction executed by the smart 

contract is cryptographically secured, 

and its immutable nature ensures that 

once a transaction is recorded, it 

cannot be altered or deleted. 

Additionally, the decentralized 

architecture of the Ethereum network 

reduces the risk of data breaches, as 

there is no central point of failure [5]. 

Auditability: 

The combination of automation and 

blockchain’s transparency facilitates 

easy auditing of financial records. 

Auditors can access the blockchain to 

verify transactions and review financial 

histories in real time. This not only 

reduces the time and effort required for 

audits but also enhances the reliability 

of financial reporting [6]. 

3.3 System architecture 

 

4.0 Advantages of Blockchain in 

Accounting 

4.1 Transparency 
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All transactions are recorded on the 

public blockchain, ensuring full 

visibility and auditability [1]. This level 

of transparency reduces the risk of 

financial misreporting and fraud, as 

stakeholders can independently verify 

the accuracy of financial records [2]. 

4.2 Security 

The decentralized nature of blockchain, 

coupled with cryptographic algorithms, 

provides a high level of security, 

reducing the risk of data breaches that 

are common in traditional accounting 

systems [3]. Even if a node is 

compromised, the integrity of the data 

remains intact due to the distributed 

nature of the blockchain [4]. 

4.3 Immutability and Fraud 

Prevention 

Once recorded on the blockchain, data 

cannot be modified or deleted [5]. This 

immutability makes it impossible to 

tamper with financial records, greatly 

enhancing fraud prevention and 

ensuring the reliability of financial data 

[6]. 

4.4 Cost Efficiency through 

Automation 

Smart contracts automate processes 

like invoicing and payments, reducing 

the need for manual intervention and 

lowering operational costs [7]. By 

automating these repetitive tasks, 

businesses can reduce human error 

and improve efficiency, leading to 

significant cost savings over time [8]. 

5.0 Challenges and Limitations 

5.1 Scalability Issues 

Ethereum’s current infrastructure, 

while powerful, faces scalability 

challenges [1]. As the network 

experiences increased congestion, 

transaction times may rise, and gas fees 

can spike, making small transactions 

less cost-effective [2]. 

5.2 Transaction Costs 

Transaction costs, known as gas fees, 

fluctuate based on network activity [3]. 

During periods of high demand, these 

fees can become prohibitively expensive, 

especially for small businesses relying 

on microtransactions [4]. 

5.3 Adoption Barriers 

The widespread adoption of blockchain 

accounting systems requires significant 

changes in infrastructure and mindset 

[5]. Businesses must invest in new 

technology and retrain their staff to 

adapt to blockchain-based systems, 

which can be a considerable hurdle for 

many organizations [6]. 

 

6.0 Future Outlook 

The future of blockchain-based 

accounting is promising, particularly 
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with the anticipated improvements 

brought by Ethereum 2.0 and Layer 2 

scaling solutions such as zk-Rollups 

and Optimistic Rollups. These 

advancements are expected to address 

current scalability issues, increasing 

transaction throughput and reducing 

costs, making blockchain technology 

more viable for everyday accounting 

practices [1]. 

Furthermore, the integration of 

blockchain into supply chain 

management can further enhance its 

utility. By utilizing blockchain, 

businesses can track goods throughout 

the supply chain, automate payments 

to suppliers, and authenticate products 

[2]. This integration not only 

streamlines accounting and operational 

functions but also enhances overall 

business transparency and efficiency 

[3]. 

As businesses begin to adopt 

blockchain solutions, accounting 

practices are poised to evolve into more 

secure, transparent, and efficient 

frameworks, positioning blockchain as 

a transformative force in the accounting 

sector [4]. 

 

7.0 Conclusion 

Blockchain technology, particularly 

through the Ethereum platform, offers a 

revolutionary solution for modern 

accounting systems. By decentralizing 

financial records and automating key 

tasks via smart contracts, blockchain-

based accounting systems significantly 

enhance transparency, security, and 

operational efficiency. While challenges 

related to scalability and transaction 

costs persist, ongoing developments in 

Ethereum’s infrastructure promise to 

address these limitations. As the 

adoption of blockchain technology 

accelerates, accounting practices could 

undergo a substantial transformation, 

becoming more secure, transparent, 

and efficient. 
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