
From time immemorial, people have entered into contracts to regulate transactions with each other,
whether of a personal, professional, or commercial nature. Starting with barter, where one good was
exchanged for another, transactions for the exchange of goods and services have increased in volume and
complexity. However, contracting has maintained its nature and remains at the core of such transactions. 

Today we know multiple schemes and operations through which we do business, which is possible
largely because of the technological tools available. Clearly, some of the tools that has benefited
progress in the field of contracting are the computer and the digital revolution, which have opened the
way to contracting through technological or electronic mechanisms. Since the 1980s, with the birth of
the Internet, considerable transformations have arisen in the way transactions are executed and this
phenomenon has reached the point where it is difficult to imagine a world in which we do not use
electronic means to conclude negotiations. 

THE FUTURE OF CONTRACTING:
WHAT ARE SMART CONTRACTS?

ecently, technological advances have increased exponentially. With each passing year, new
programs and devices invented transform the status quo of various activities and professions,
which is no exception for the hiring area.
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Smart Contracts allow to establish a process of contracting and linking customers or suppliers in a more
efficient and inexpensive way, but there are certain aspects you need to consider.



Today we know multiple schemes and operations through which we do business, which is possible
largely because of the technological tools available. Clearly, some of the tools that has benefited
progress in the field of contracting are the computer and the digital revolution, which have opened the
way to contracting through technological or electronic mechanisms. Since the 1980s, with the birth of
the Internet, considerable transformations have arisen in the way transactions are executed and this
phenomenon has reached the point where it is difficult to imagine a world in which we do not use
electronic means to conclude negotiations. 

One of the most relevant transformations that the internet has caused, and the protocols and
structures associated with it, has been the blockchain technology. Blockchain technology is used for a
wide variety of purposes and transactions in the modern market and one of the most highly known
applications today is for the support and exchange of cryptocurrencies. In addition, one of the most
notorious attractions of blockchain technology is that it works in a decentralized manner, that is,
without the need for intermediaries, individuals or entities that have general control over the
transactions that run in those databases. 

However, blockchain technology is also useful in the negotiation and realization of the so-called smart
contracts. This is an innovative way of structuring and concluding contracts works, using blockchain
technology to carry out transactions in an automated way and without the need for intermediaries,
which makes the exchange between the parties more efficient.* Smart contracts are perfected
between two or more users at the time when certain circumstances occur within the database and that
have been previously programmed and agreed. For example: If the price of A is less than X quantity,
then buy A.In this way and using somewhat more complex schemes, it is possible to execute
thousands of transactions in seconds saving time and costs, since programming causes clauses and
agreements to be "self-executing".*

Smart contracts have the same nature and ease as any other contract and allow the parties to bind
each other in relation to an exchange of money, property, rights, services or information.* Despite this,
it is important to consider certain aspects of smart contracts by virtue of their recent application. First,
the fact that these contracts are executed automatically implies that users must pay special attention
to the terms and conditions they program on the corresponding platform. Second, the fact that this
type of contract is intended to reduce costs and eliminate intermediaries, does not imply that users
should omit preparatory or pre-contractual proceedings when negotiating transactions in this way,
considering that it is always important to have advice when determining the legality and viability of the
business, as well as collect relevant information regarding the counterparty and object of the contract.
Finally, it is important to consider that, in most legislations, smart contracts are subject to traditional
contracting regulations, which were created for different types of doing business (what in this context,
we would call traditional contracts).*

*Hayes, Adam, What is a Blockchain?, January 20, 2022, accessed January 25, 2022 via https://www.investopedia.com/terms/b/blockchain.asp
*IBM, What are smart contracts on blockchain? accessed January 24, 2022 via https://www.ibm.com/topics/smart-contracts
*Davies, Aran, 10 use cases of smart contracts, retrieved 26 January 2022 via https://www.devteam.space/blog/10-uses-for-smart-contracts/
*Ferreira, Agata, Regulating smart contracts: Legal revolution or simply evolution? Warsaw University of Technology, Department of Administrative Law and Public Policy Sciences,
Pl.  Politechniki 1, 00-661, Warszawa, Poland



Although businesses are already executed through smart contracts in countries such as Guatemala, it
is very important to consider, for example, the formality required for the business you would want to
enter into.* In accordance with Article 1518 of the Civil Code, contracts are concluded with the simple
consent of the parties. In this sense, article 15 of the Law for the Recognition of Electronic
Communications and Signatures establishes that it is feasible to express consent through
communication by electronic means. In addition to recognizing this type of communication, in its
article 26, this law also grants validity to contracts that have been formed by the interaction between
several automated message systems. Although this set of rules does not develop in depth the
blockchain and smart contracts, the Law for the Recognition of Communications and Electronic
Signatures represents a great advancement, since it recognizes the technology that makes possible
the execution of contracts through these channels.

There are certain cases in which the law provides for additional formalities and, in some cases, such
formalities are an essential requirement for the existence of the contract in question. In addition,
certain businesses also require their registration in the public registries as is the case in the transfer of
ownership of real estate or leases in the cases indicated by law. These kinds of rules make the
application of smart contracts not viable for this type of transaction.

Smart contracts are a tool which application increases every day. As mentioned above, they allow to
establish a process of contracting and linking customers or suppliers in a more efficient and
inexpensive way. As time goes by, it will be observed how its use, and that of blockchain in general, will
become an integral and habitual part of modern commerce, becoming a competitive advantage for
those companies that implement them in their contracting processes. 

If you want to know about the feasibility of applying smart contracts in your business, as well as the
advantages and disadvantages of them, our firm has a group of experts in the field who are willing to
advise you in this regard.

*Solutek B2B, Blockchain systems for the creation of smart contracts, accessed January 27, 2022 through
https://guatemala.solutekla.com/service/fabrica_de_desarrollo_de_software_con_blockchain/sistemas-blockchain-para-la-creacion-e-implementacion-de-smart-contracts
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