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Smart contracts in blockchain are digital contracts that are stored on a blockchain and  run 

after meeting certain pre-established conditions.



SMART CONTRACTS

• Smart contracts are computer programs or protocols for automated transactions that are stored on a 

block chain and run in response to meeting certain conditions.

• A smart contract is a self-executing contract with the terms of the agreement between buyer and 

seller being directly written into lines of code.

• The code and the agreements contained therein exist across a distributed, decentralized block chain 

network.

• The code controls the execution, and transactions are trackable and irreversible.
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SMART CONTRACTS TYPES
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• Smart Legal Contracts
• Decentralized Autonomous Organizations (DAO)
• Application logic contracts



SMART CONTRACTS TYPES

• Smart Legal Contracts
These contracts are legally enforceable and require the parties to satisfy their contractual 
obligations. 
Parties may face strict legal actions if they fail to comply.

They follow the pattern of legal contracts: "if this happens, then this will happen."
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SMALL CONTRACTS TYPES

• Decentralized Autonomous Organizations (DAO)
The contract is bound to specific rules that are coded into blockchain contracts 

blended with governance mechanisms.

by collaborative decisions of shareholders or people setting up DAO.

DAOs are open-source and transparency , depends on the number of stakeholders.
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SMALL CONTRACTS TYPES

• Application logic contracts

• Communication between smart devices can be done using smart contracts. Such 
smart contracts are called application logic contracts.
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Working of Smart Contracts



let's proceed step by step to understand the working of smart contracts.

• Two or more parties interested in entering into a contract for anything (i.e., buying & 
selling)

• These parties enter into a digital contract containing the business's terms and conditions in 
the form of computer code.

• These parties must agree to the terms and conditions of that contract. 
• When they decide, the contract starts.
• The smart contract automatically enforces action or performs transactions when the defined 

terms are met.
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Smart Contracts transactions

The operation of a smart contract is similar to other blockchain transfers. 

These are the necessary steps:

1. A user initiates a transaction from their blockchain wallet.
2. The transaction arrives at the distributed database, where the identity is confirmed.
3. The transaction, which may be a transfer of funds, is approved.
4. The transaction includes the code that defines what type of transaction is to be executed.
5. The transactions are added as a block within the blockchain.
6. Any change in contract status follows the same process to be updated.
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Advantages of Smart contracts
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Use Cases of Smart Contracts

• Banking

• insurance

• energy

• e-government,

• telecommunications, 

• the music business, 

• art, 

• mobility,

• education, and many other industries have use cases.
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