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Abstract 

 

This paper tells about the definition and works of BLOCKCHAIN TECHNOLOGY. Blockchain is a system of recording 

information in a way that makes it difficult or impossible to change, hack, or cheat the system. A blockchain is essentially that is 

duplicated and distributed across that entire network of computer systems on the blockchain. Blockchain based cryptocurrency 

such as Bitcoin, ethereum, litecoin and others. 
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________________________________________________________________________________________________________ 

I. INTRODUCTION 

Bitcoin is the most known cryptocurrency, it is a digital currency that is created and held electronically. No one controls it. Bitcoins 

aren’t printed like other currencies. Bitcoin is a worldwide cryptocurrency and a digital payment system called the first 

decentralized digital currency since the system works without a central repository or single administrator. It was invented by an 

unknown programmer, or a group of programmers, under the name SATOSHI NAKAMOTO and released as an open source 

software in 2009. The system is peer-to-peer, and transactions are verified by network nodes and recorded in a public distributed 

ledger called a Blockchain[1]. 

 
Fig. 1: Blockchain technology 
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II. CONVENTIONAL CURRENCY 

Conventional currency has been based on gold or silver. Theoretically you knew that if you handed over a dollar at the bank, you 

could get some gold back (although this didn’t actually work in practice). But bitcoin isn’t based on gold, it’s based on mathematics. 

Around the world, people are using software programs that follow a mathematical formula to produce bitcoins. The mathematical 

formula is freely available, so that anyone can check it[2]. A bitcoin is generated when an entity, i.e. a person or a business, uses 

software power to solve a mathematical puzzle that makes the blockchain more secure. The difficulty level of solving the problem 

is high enough to ensure that it takes time to do it[2]. 

III. BITCOIN VALUE GO UP AND DOWN 

Remember that there is no such thing as “intrinsic value.” The value of Bitcoin is uniquely determined by the marketplace of 

buyers and sellers- how much people want to buy, or sell, for how much. Until some time ago, most users wanted to buy and hoard 

Bitcoin for speculation, in the hope that the price would go up. That pushed the price up[3]. 

 
Fig. 2: Bitcoin Value Go Up and Work 

IV. BITCOIN WORKS 

Since no bank is involved so when a person A transfers bitcoin to another person B, all the information is recorded in a public 

ledger (block), known as the BLOCKCHAIN. The new block is added to a ledger at every to minutes. This ledger records all of 

the transaction that have taken place since the last ledger. For transferring bitcoin, person A have its own private  key of his own 

wallet and gets the public key of person B wallet. Every bitcoin wallet can have one or many public keys that can be distributed to 

everyone but can have only one private key which only the owner of that wallet can know. Both the keys are very long (27-51 

characters long) and it’s impossible that two wallet have the same key combination[4].  

 
Fig. 3: Bitcoin Works 
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V. EARN THROUGH BITCOIN 

We can invest in bitcoin mining. That is the best way to earn but setting up mining servers in India is simply not feasible. Mining 

requires many hardware tools which are very expensive. Along with the hardware you also require cheap 24*7 electricity, high 

speed Internet and other factors which are not possible in India. There should be possible way to double sure your investment i.e. 

to gain both from bitcoin mining and trading[5]. 

For Example, 

 You have invested 1 BTC now ( currently price of 1 BTC is $1,000) 

 You will get a return of 10% on your investment i.e.10% of 1 BTC is 0.1 BTC 

 After 18 months you get 0.1*18=1.8BTC. Suppose price of bitcoin in 1.5 years (18months) is $10,000. 

 Revenue will be 1.8*$10,000=$18,000 

 Profit=$18,000-$1,000=$17,000. 

VI. HASHING 

One of the most important function in PKI is the hashing function. A hash function maps the data of any arbitrary size to data of 

fixed size. Bitcoin uses SHA-256 hash function that produces a hash (output) of size 256 bits (32 bits). This is illustrated in image- 

Fig(1) 

 
 Bob, while placing an order with Lisa, creates a message similar to the one shown above. This message is hashed through a hash 

function that produces a 32 byte hash. The beauty of this hash is for all practical purposes the hash (256 bit number) is considered 

unique for the contents of the message. If the message is modified, the hash value will change, not only the hash value. It is 

impossible to reconstruct the original message [6].Table 1. 
ADVANTAGES DISADVANTAGES 

Anyone can add bitcoin to their portfolio, not just qualified investors. 
At $10B, market cap is very small and so difficult for institutional 

investors to take meaningful positions. 

Potential for high returns High volatility and potential for large losses. 

Protection from payment fraud Black market activity 

Immediate settlement, International transactions, Diversification, 

greater liquidity. 
Unregulated and unbacked, Cyber hacking. No refund.[7] 

One of the most important function in PKI is the hashing function. A hash function maps the data of any arbitrary size to 

data of fixed size. Bitcoin uses SHA-256 hash function that  produces a hash (output) of  size 256 bits (32 bits). This is 

illustrated in image-  Fig(1) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Hash function 

Message 

From: Bob 

            To: Lisa  

Msg: I am sending $10 towards the price  price 

of your ebook 

1 0 1 0 X X . . . . . . 1 0 0 1 

                                     32 byte hash 
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Fig. 4: Hashing 

VII. MINING 

Those who take part in maintaining the block chain are called miners and are rewarded with newly created bitcoins and transaction 

fee payments. Miners all over the world process payments by verifying each transactions as valid, adding it to the block chain and 

therefore secure the network. Because the bitcoin network is not controlled by a single repository, like a central bank, the US 

treasury has called Bitcoin a decentralized currency. As of 2014 payment processing is rewarded with 25 newly created bitcoins 

per block. To claim the reward, the miner includes in the block a special transaction called the “coinbase” that assigns the reward 

bitcoins to an address of the miner’s choosing. [8] 

 All bitcoins in circulation can be traced back to such coinbase transactions. The Bitcoin protocol specifies that the block reward 

will be halved to 12.5 bitcoins in 2017 and again approximately every four years thereafter. By 2140 there will be 21 million 

bitcoin, and transaction processing will only be rewarded by the transaction fees. Users that pay a fee may have their transactions 

processes more quickly. The most efficient  mining hardware makes use of custom designed application-specific integrated circuits, 

which are much faster mining and have low power consumption compared to general purpose microprocessors, such as x86 

processors. 

 
Fig. 5: MINING 

VIII. LEGALITY IN INDIA    

 Now coming to legality part, I can say that it is definitely not illegal and we got Zebpay which allows us to buy and sell bitcoin 

legally. The legal status of bitcoin varies substantially from country to country and still undefined or changing in many of them. 

While some countries have explicitly allowed its use and trade, others have banned or restricted it. Regulations and bans that apply 

to bitcoin probably extend to similar cryptocurrency systems. 

 In India on 28 December 2013, the Deputy Governor of the Reserve Bank of India, K. C. Chakrabarty, made a statement that 

the reserve Bank of India had no plan to regulate bitcoin[9].                                  
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IX. CONCLUSION 

Bitcoin have many disadvantages and might not become that popular. But, the technology behind bitcoin (Blockchain) can have 

applications in many areas and have profound implications for commerce. Financial organization like NASDAQ Bank of America, 

JP Morgan, New York stock exchange are exploring the possibilities of using this technology. 
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