
 

11 VI June 2023

https://doi.org/10.22214/ijraset.2023.53866



International Journal for Research in Applied Science & Engineering Technology (IJRASET) 
                                                                                           ISSN: 2321-9653; IC Value: 45.98; SJ Impact Factor: 7.538 

                                                                                                                Volume 11 Issue VI Jun 2023- Available at www.ijraset.com 
     

 
1874 ©IJRASET: All Rights are Reserved | SJ Impact Factor 7.538 | ISRA Journal Impact Factor 7.894 | 

 

KYC Verification Using Blockchain Approach 
 

Huzaifa Anjum Jamil1, Disha D2, Prof. Prathima Mabel J3 
1, 2Dept of ISE, Dayananda Sagar college of Engg, Bangalore, India 

3Assistant Prof, Dept of ISE Dayananda Sagar college of Engg Bangalore, India 
 
Abstract: Know Your Customer (KYC) verification is a critical process for businesses to ensure compliance with regulatory 
requirements and mitigate the risks of financial crimes such as money laundering and identity theft. Traditional KYC processes 
often involve cumbersome paperwork, lengthy procedures, and privacy concerns. However, the emergence of blockchain tech- 
nology offers a promising solution to enhance the efficiency, transparency, and security of the KYC verification process. 
This abstract presents an overview of a blockchain-based approach to KYC verification. By leveraging the decentralized nature 
of blockchain, this approach enables the secure sharing and verification of customer identity information across multiple 
organizations without compromising data privacy. The use of cryptographic techniques ensures the integrity and immutability of 
customer data, while smart contracts automate and streamline the KYC process, reducing manual effort and associated costs. 
Index Terms: KYC Verification, Blockchain, Decentralization, Security, Privacy, Smart Contract, Distributed Ledger, Data 
Breaches, Scalability, Legal Frameworks. 
 

I. INTRODUCTION 
Know Your Customer (KYC) verification is an essential process in today’s digital world, where businesses must com- ply with 
stringent regulatory requirements and combat the risks of financial crimes. The traditional KYC procedures, involving manual 
paperwork and centralized databases, are often cumbersome, time-consuming, and susceptible to data breaches. However, the 
emergence of blockchain technology has opened up new possibilities for transforming the KYC verification process into a 
decentralized, secure, and efficient mechanism. 

Fig. 1. Current KYC Verification Process. 
 
Blockchain, the underlying technology behind cryptocur- rencies like Bitcoin, is a distributed ledger system that en- ables 
transparent, immutable, and secure transactions. Its core features, including decentralization, cryptographic algorithms, and smart 
contracts, provide a  foundation  for  reimagining the way KYC verification is conducted. By leveraging these capabilities, 
organizations can overcome the limitations of traditional KYC processes and revolutionize customer identity verification. 
In this context, this paper aims to explore the concept of KYC verification using a blockchain approach. The objective is to present 
a novel paradigm that enhances the efficiency, transparency, and security of the KYC process, while ensuring data privacy and 
regulatory compliance. By  understanding the fundamental principles and mechanisms of blockchain technology, we can envision 
a future where KYC verification becomes a seamless, automated, and trustless process. 

Fig. 2. How blockchain saves cost, time, effort. 



International Journal for Research in Applied Science & Engineering Technology (IJRASET) 
                                                                                           ISSN: 2321-9653; IC Value: 45.98; SJ Impact Factor: 7.538 

                                                                                                                Volume 11 Issue VI Jun 2023- Available at www.ijraset.com 
     

 
1875 ©IJRASET: All Rights are Reserved | SJ Impact Factor 7.538 | ISRA Journal Impact Factor 7.894 | 

 

This paper will delve into the key components of a blockchain-based KYC system, including the storage and encryption of 
customer identity information, the role of dis- tributed ledgers in maintaining data integrity, and the automa- tion of verification 
processes through smart contracts. We will examine how blockchain’s decentralized nature eliminates the need for a central 
authority, enabling multiple organizations  to securely share and verify customer data in a permissioned and auditable manner. 

Fig. 3. KYC Verification Process after implementation of blockchain. 
 

However, we will explore the potential benefits of adopting a blockchain-based KYC approach. These advantages include enhanced 
data security, reduced costs associated with manual processes, improved customer experience through faster on- boarding, and 
strengthened regulatory compliance. We will also discuss the challenges and considerations involved in implementing blockchain-
based KYC systems, such as scal- ability, interoperability, legal frameworks, and industry-wide collaboration. 
 

II. PROBLEM STATEMENT 
The traditional KYC verification process faces significant challenges that impede its  efficiency,  security,  and  ability  to combat 
financial crimes. Manual processes and extensive paperwork result in time-consuming procedures, leading to delays in customer 
onboarding and hindering business opera- tions. Moreover, centralized databases storing customer iden- tity information introduce 
privacy and security risks, making them attractive targets for hackers and compromising customer data. The lack of transparency in 
the traditional KYC process further exacerbates the problem, as it becomes difficult to trace and audit verification activities, 
increasing the risk of fraudulent behavior. 
In addition to these issues, the traditional KYC process incurs high costs and redundancy. Organizations indepen- dently collect and 
verify customer information, leading to duplicated efforts and increased operational expenses. Fur- thermore, complying with 
evolving regulatory requirements poses a challenge, as organizations struggle to keep pace with changing rules and standards. Non-
compliance can result in severe penalties, reputational damage, and legal consequences. Lastly, the limited ability to securely share 
customer identity information between organizations inhibits collaboration and comprehensive due diligence, creating gaps that can 
be ex- ploited by criminals. 
 

III. PROPOSED METHODOLOGY 
The proposed methodology for implementing KYC ver- ification using a blockchain approach involves a series  of steps aimed at 
leveraging the unique features of blockchain technology to create a decentralized, secure, and efficient KYC system. The following 
outlines the suggested methodology: 

Fig. 4. Working of application. 
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A. Requirements Analysis 
Conduct a thorough analysis of the requirements for KYC verification, taking into consideration regulatory compliance, data 
privacy, scalability, and interoperability. Understand the specific needs of the industry or organization in which the blockchain-
based KYC system will be deployed. 
 
B. Designing the Blockchain Architecture 
Determine  the  appropriate  blockchain  architecture  for the KYC system, such as public, private, or consortium blockchain. 
Consider factors such as network scalability, transaction speed, data privacy requirements, and governance models. 
 
C. Data Structure and Encryption 
Define the data structure for storing customer identity information on the blockchain. Design a robust encryption mechanism to 
protect sensitive customer data. Utilize cryp- tographic techniques like asymmetric encryption or zero- knowledge proofs to ensure 
data privacy and integrity. 
 
D. Permissioned Network Setup 
Establish a permissioned blockchain network involving relevant parties, such as banks, government agencies, and other 
stakeholders involved in the KYC verification process. Define the roles and permissions of each participant to ensure controlled 
access to customer data. 
 
E. Smart Contract Development 
Develop smart contracts that automate the KYC verification process. Smart contracts can facilitate tasks such as identity 
verification, document validation, and risk assessment. Con- sider incorporating off-chain oracles to retrieve external data sources 
for verification purposes. 
Customer Onboarding: Enable a streamlined onboarding process for customers, allowing them to submit their iden- tity documents 
and other necessary information electronically. The system should facilitate the secure uploading of customer data and its 
encryption before storage on the blockchain. 
 
F. Testing and Deployment 
Conduct comprehensive testing of the blockchain-based KYC system to ensure its functionality, security, and perfor- mance. Once 
the system has been thoroughly tested, deploy it within the targeted organization or industry. 
 
G. Continuous Improvement and Upgrades 
Regularly assess the system’s performance, gather user feedback, and monitor emerging technological advancements. Incorporate 
upgrades and enhancements to address any iden- tified issues and align the system with evolving regulatory requirements and 
industry standards. 
 

IV. ARCHITECTURE AND DESIGN 
The architecture and design for implementing KYC verifi- cation using a blockchain approach involves several key com- ponents 
and considerations.  
Firstly, the choice of blockchain architecture is crucial, with options including public, private, or consortium blockchain, depending 
on factors such as scal- ability, data privacy, and governance models. The network participants, including banks, government 
agencies, and other stakeholders, need to be identified, and their roles and per- missions within the blockchain network defined to 
ensure controlled access to customer data. 
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Fig. 5. Decentralized system for KYC verification. 
 
The data structure for storing customer identity informa- tion on the  blockchain  should  be  designed  to  efficiently and securely 
store data elements such as customer profiles, identity documents, verification records, and timestamps. Ro- bust encryption 
mechanisms should be incorporated to pro- tect customer data, employing cryptographic techniques like asymmetric encryption or 
zero-knowledge proofs to ensure confidentiality and integrity. 
Smart contracts play a crucial role in automating the KYC verification process. They can facilitate identity verification, document 
validation, risk assessment, and other necessary tasks. Defining the rules and logic within smart contracts enables transparent and 
automated execution of the KYC pro- cess, reducing manual intervention and improving efficiency. 
 

V. RESULTS 
The implementation of a blockchain-based KYC verification system is expected to yield several benefits and outcomes. These 
include enhanced data privacy and security, improved efficiency and transparency, reduced fraud and identity theft, streamlined 
customer onboarding, and simplified compliance with regulatory requirements. 

 
Fig. 6. Landing page of Website . 
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Fig. 7. Customer filling there KYC details. 
 

VI. CONCLUSION 
The use of blockchain technology for KYC verification presents a promising approach to address the challenges associated with 
traditional KYC processes. The proposed methodology and architecture offer a decentralized, secure, and efficient solution for 
customer identity verification. 
By leveraging blockchain’s features, such as decentralized storage, encryption, and consensus mechanisms, the system enhances 
data privacy and security, mitigates the risk  of fraud, and improves transparency. The automation of the KYC process through 
smart contracts streamlines the verification tasks, reducing manual intervention and improving operational efficiency. 
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