
CHAP T E R 26
Blockchain Databases

At the most basic level, a blockchain provides an alternative data format for storing a
database, and its paradigm for transaction processing enables a high level of decentral-
ization.

A major application of blockchain technology is in the creation of digital ledgers.
A ledger in the financial world is a book of financial accounts, that keeps track of trans-
actions. For example, each time you deposit or withdraw money from your account, an
entry is added to a ledger maintained by the bank. Since the ledger is maintained by
the bank, a customer of the bank implicitly trusts the bank to not cheat by adding unau-
thorized transactions to the ledger, such as an unauthorized withdrawal, or modifying
the ledger by deleting transactions such as a deposit.

Blockchain-based distributed ledgers maintain a ledger cooperatively among sev-
eral parties, in such a way that each transaction is digitally signed as proof of authen-
ticity, and further, the ledger is maintained in such a way that once entries are added,
they cannot be deleted or modified by one party, without detection by others.

Blockchains form a key foundation of Bitcoin and other cryptocurrencies. Al-
though much of the technology underlying blockchains was initially developed in the
1980s and 1990s, blockchain technology gained widespread popular attention in the
2010s as a result of boom (and subsequent bust) in Bitcoin and other cryptocurrencies.

However, beyond the many cryptocurrency schemes, blockchains can provide a
secure data-storage and data-processing foundation for business applications, without
requiring complete trust in any one party. For example, consider a large corporation
and its suppliers, all of whom maintain data about where products and components
are located at any time as part of the manufacturing process. Even if the organiza-
tions are presumed trustworthy, there may a situation where one of them has a strong
incentive to cheat and rewrite the record. A blockchain can help protect from such
fraudulent updates. Ownership documents, such as real-estate deeds, are another ex-
ample of the potential for blockchain use. Criminals may commit real-estate fraud by
creating fake ownership deeds, which could allow them to sell a property that they
do not own, or could allow the same property to be sold multiple times by an actual
owner. Blockchains can help verify the authenticity of digitally represented ownership
documents; blockchains can also ensure that once an owner has sold a property, the
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owner cannot sell it again to another person without getting detected. The security
provided by the blockchain data structure makes it possible to allow the public to view
these real-estate records without putting them at risk. We describe other applications
for blockchains later in the chapter.

In this chapter, we shall look at blockchain from a database perspective. We shall
identify the ways in which blockchain databases differ from the traditional databases
we have studied elsewhere in this book and show how these distinguishing features are
implemented. We shall consider alternatives to Bitcoin-style algorithms and implemen-
tation that are more suited to an enterprise database environment. With this database-
oriented focus, we shall not consider the financial implications of cryptocurrencies, nor
the issues of managing one’s holding of such currencies via a cryptocurrency wallet or
exchange.

Bibliographical Notes

The newness of blockchain technology and applications means that, unlike the more
established technical topics elsewhere in this text, there are fewer references in the
academic literature and fewer textbooks. Many of the key papers are published only
on the website of a particular blockchain. The URLs for those references are likely
to change often. Thus, web searches for key topics are a highly important source for
further reading. Here, we cite some classic references as well as URLs current as of the
publication date.

The original Bitcoin paper [Nakamoto (2008)] is authored under a pseudonym,
with the identity of the author or authors still the subject of speculation. The original
Ethereum paper [Buterin (2013)] has been superseded by newer Ethereum white pa-
pers (see ethereum.org), but the original work by Ethereum’s creator, Vitalik Buterin,
remains interesting reading. Solidity, the primary programming language for Ethereum
smart contracts, is discussed in solidity.readthedocs.io. The ERC-20 standard is de-
scribed in [Vogelsteller and Buterin (2013)] and the proposed (as of the publication
date of this text) Casper upgrade to the performance of Ethereum’s consensus mech-
anism appears in [Buterin and Griffith (2017)]. Another approach to using proof-of-
stake is used by the Cardano blockchain (www.cardano.org).

Many of the theoretical results that make blockchain possible were first developed
in the 20th century. The concepts behind cryptographic hash functions and public-key
encryption were introduced in [Diffie and Hellman (1976)] and [Rivest et al. (1978)].
A good reference for cryptography is [Katz and Lindell (2014)]. [Narayanan et al.
(2016)] is a good reference for the basics of cryptocurrency, though its focus is mainly
on Bitcoin. There is a large body of literature on Byzantine consensus. Early papers
that laid the foundation for this work include [Pease et al. (1980)] and [Lamport et al.
(1982)]. Practical Byzantine fault tolerance ([Castro and Liskov (1999)]) serves as the
basis for much of the current blockchain Byzantine consensus algorithms. [Mazières
(2016)] describes in detail a consensus protocol specifically designed to allow for open,
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rather than permissioned, membership in the consensus group. References pertaining
to Merkle trees appears in Chapter 23. Patricia trees were introduced in [Morrison
(1968)].

A benchmarking framework for permissioned blockchains appears in [Dinh et al.
(2017)]. A detailed comparison of blockchain systems appears in [Dinh et al. (2018)].
ForkBase, a storage system designed for improved blockchain performance, is dis-
cussed in [Wang et al. (2018)].

The Lightning network(lightning.network) aims to accelerate Bitcoin transactions
and provide some degree of cross-chain transactions. Ripple (ripple.com) provides
a network for international fiat currency exchange using the XRP token. Loopring
(loopring.org) is a cryptocurrency exchange platform that allows users to retain con-
trol of their currency without having to surrender control to the exchange.

Many of the blockchains discussed in the chapter have their best descriptions
on their respective web sites. These include Corda (docs.corda.net), Iota (iota.org),
and Hyperledger (www.hyperledger.org). Many financial firms are creating their own
blockchains, and some of those are publicly available, including J.P. Morgan’s Quorum
(www.jpmorgan.com/global/Quorum).
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