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Satoshi Nakamoto’s first Bitcoin paper made blockchain very popular. The 
blockchain was envisioned back in the 1990s when Stuart Haber and W. Scott 
Stornetta worked on the first cryptographically secured chain of blocks where 
no one could tamper with timestamps of documents. This article will discuss 
about the differentiation between private and public blockchains and how does 
blockchain lead to emergence of platform business models for banking industry 
based on the we.trade example.

SETTING THE SCENE FOR BLOCKCHAIN FUNDAMENTALS

Blockchain has different interpretations: it can be either limited to the bitcoin 
mania or discussed in the context of creating business platform models due to 
its underlying technological capability. Blockchain is a shared, distributed ledger 
that facilitates the process of recording transactions and tracking assets in a 
business network. An asset can be tangible as a house, or intangible like in-
tellectual property. Throughout history there have always been instruments of 
trust such as paper money or banking systems. These were used to facilitate 
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the exchange of value between sellers and buyers. While the principle of the exchange of 
value remains, technology innovations such as the Internet, credit card systems and mobile 
technologies are pushing the speed of the exchange to other efficiency boundaries.

Due to the exponential growth of transactions, the complexities are magnified, and vulnera-
bilities, inefficiencies and costs are growing. The following limitations are making business 
transactions expensive, inefficient and vulnerable:

 ▶ Cash has its applications in local transactions and relatively small amounts.

 ▶ Increased length of settlement of a transaction.

 ▶ Need for the validation of transaction by a third party, which leads to high duplication 
efforts.

 ▶ Dependency of all network participants to a central systems’ risks, which in case of 
cyberattacks or fraud can expose all the latter.

 ▶ High administrative efforts such as onboarding process for credit card organizations.

 ▶ Exclusion of the half of world’s population from banking and financial services, due to 
missing bank account access.

To address these challenges, blockchain enables payment networks that are fast and provi-
de a mechanism which establishes trust and transparency.

The emergence of bitcoin electrified the banking community as it addresses the complexities, 
vulnerabilities and high costs of transactions by eliminating the central monetary authority 
and is enabled by peer-to-peer computer network composed by its users’ machines.

However, bitcoin and blockchain are not synonymous. Bitcoin is one use case out of many 
where blockchain technology is demonstrating its value. One can think about blockchain as 
an operating system (such as MacOS or Windows) and bitcoin is only one application that is 
running on that operating system. 

In traditional business, the ledger has been a useful tool to record transactions and track 
assets and the change of ownership through time. As each participant keeps its own copy, 
it makes the method expensive. The blockchain architecture gives participants the ability 
to share a ledger that is updated, through peer-to-peer replication, every time a transaction 
occurs. The following key characteristics make blockchain efficient, secure, authenticated 
and verifiable:
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 ▶ Consensus – all participants must agree on validity for a transaction to be valid.

 ▶ Provenance – participants can trace back where the assets are coming from and what 
were the changes of ownership.

 ▶ Immutability – after a transaction is recorded to the ledger, no one can tamper with 
the transaction. In case of an error, a new transaction will be submitted to cancel the 
previous transaction.

 ▶ Finality – a single, shared ledger provides the determination of ownership of an asset.

Even after a decade of discussions, there is still sometimes a struggle to understand what 
blockchain is all about. It is still confused with bitcoin and there is doubt regarding its poten-
tial for becoming a transformative technology overtime.

It is important to emphasize that there are different types of blockchain: private and public. 
Both rely on some form of distributed ledger technology, but they show different features in 
key areas such as: permissions, consensus, security, performance and scalability.

In a permisionless blockchain, there are no predetermined criteria that each participant must 
meet. Transactions are taking place in a network where just an alpha-numeric address is 
used. In a public blockchain, the participants are granted permission to become part of a 
business network. For business transactions there are regulatory and security concerns 
that most organizations must comply with, which requires to ensure that unauthorized par-
ticipants cannot gain access to transaction data and share sensitive corporate information. 
However, to propel blockchain for business, it is key to design the network around the targe-
ted business outcome. Is the business benefit driven by a wider network with many partici-
pants, and sharing of large amounts of data? Or is it the benefit resulting from a smaller and 
more governed network?

Both, private and public blockchains are verified by consensus. Generally, private blockchains 
are based on incentive structure which will reward the participants who contribute to the 
network. The miners contribute their computing power to solve highly complex cryptogra-
phic problems to verify transactions and are rewarded with cryptocurrencies. However, the 
proof-of-work consensus consumes many resources and results in slow transaction speed.

In a private blockchain, consensus is achieved through the process of selective endorse-
ment. As the participants gained the permission to be part of the network and only neces-
sary group of participants will confirm the transaction. Endorsers are determined by the 
governance and operating rules of the network. This type of consensus relies on modular 
architecture ensuring higher speed for greater transaction volumes.

In terms of security, public blockchains are dependent on the recording mechanism. Just 
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imagine what would happen if a malicious majority of the network would collude and gain 
control of the transaction approval process. 

Private blockchains are applying additional measures besides grouping transaction into 
blocks and linking blocks together into an immutable chain. Security features such as se-
paration of entities provides horizontal protection. Usage of privileged user accounts for 
preventing attacks and protection of encrypted data through securing cryptographic keys.

As public blockchains require high computational power to confirm the transactions, there is 
lower throughput and pending transactions are held up until current transaction is comple-
ted. Private blockchains rely on the design of the network and infrastructure which enables 
processing of higher transaction volumes with fewer computational resources. To ensure 
consensus, public blockchains require computational power and this becomes difficult when 
the number of users is increasing. The more transactions they request, the longer it takes 
for those transactions to be confirmed, and the longer the waiting times during peak hours. 
Private blockchains usually start small and scale towards higher number of transactions. The 
challenge can be to determine today all future requirements when the network will grow. 
Here is key to have modular architecture, capacity on demand and scale-out capabilities.

EMERGENCE OF PLATFORM BUSINESS MODELS 

One remarkable thing when it comes to blockchain, and really stands out, is that it is not 
limited to what one company can transform or do alone, it is about the network. Blockchain 
technology is directly addressing the nature of collaboration itself and how does competi-
tion look like in the future. Competition is not about defining a business case which brings 
benefits for your company, but it is what are the benefits for the whole network and how can 
all the participants of the network win. It is not about a use case which will work for your 
company, but who are the key participants, sometimes out of your business sector, and who 
will help grow and scale the use case(s) across the network. Especially, when it comes to 
the client centricity and the goal to bring the best solution for the customer, you do not leave 
anyone relevant behind. Traditional way of doing business is inspired to approach new ways 
of winning and collaborating with the competition. 

72 percent of banking executives tell us that platform business models are disruptive for their 
industry at large and bring unique benefits to customers and banks as well. Banks can use 
market platforms, as well as provide infrastructure and setup rules for marketplaces. The 
benefit of banks is that 68% of consumers are trusting their banks with the protection of their 
personal information.1 This is by far the best result in comparison to other industries. The 
future relationship between bank and customer will be more personalized and interactive, 
where the bank will be the entry point to other services from other non-banking industries. 

1  “Banking on the platform economy”, page 2. IBM Institute for Business Value 2019
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Providers of ecosystems and consumers will meet on business platforms, be it digital or 
physical. A bank can have several roles on a business platform, each of the role can be held 
in parallel to other and in different platforms.

There are following types of business platforms:

Market platform enables trusted exchanges between different parties on global arena and 
leads standards for enforcing trusts and security.

Business process platform supports redesigned and reconfigured processes which are 
shared between various participants in an ecosystem for maximization of value across the 
network.

Technology platform provides agile and resilient infrastructure that supports banks to suc-
ceed in the “as-a-service” economy (for example, cloud infrastructure providers and traditio-
nal outsourcing providers adopting new cloud technologies).

One great example of business platform powered by distributed ledger technology is we.trade. 
Banks have traditionally been the facilitators of trade deals, by serving as intermediaries and 
providing financing for transactions. However, trade finance has not been digitally transfor-
med for decades, and trade finance is either not scalable for banks, or too complicated and 
costly for most of the companies, therefore leaving almost 70 percent of companies without 
access to trade finance services. Additionally, the legal processes involved in international 
trade deals are often lengthy and cumbersome, preventing companies from doing business 
in an agile way.

we.trade was formed in 2017 with the objective of challenging this model and lowering the 
barriers between businesses and international trade. The company, a joint venture between 
twelve leading European banks – CaixaBank, Deutsche Bank, Erste Group, HSBC, KBC, Na-
tixis, Nordea, Rabobank, Santander, Société Générale, UBS and UniCredit – aims to make 
cross-border transactions more efficient and secure, and open up trade finance to a wider 
pool of companies. The we.trade blockchain trading platform was developed by IBM running 
on the IBM® Cloud™ that uses smart contracts and distributed ledger technology to enable 
companies to trade seamlessly, simply and transparently.

CONCLUSION

As the we.trade case is showing, the application of blockchain increases throughput through 
automation of shared B2B processes and generates new business models. As the blockchain 
journey evolves, banks will be able to offer new digital products and services, create new 
types of secondary markets through tokenization and tap into new types of businesses 
where everything of value can be transacted through digitally native digital assets. 
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