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Abstract

This study proposes a decentralized framework that merges smart contract based Decentralized
Finance (DeFi) protocols and traditional Enterprise Resource Planning (ERP) systems to provide
secure, automatic, and verifiable transaction execution. It constructs an additional middleware
interface to guarantee interoperability between ERP modules and blockchain networks that utilize
smart contracts for procurement, finance, and asset management modules. The system was tested
empirically within a hybrid testbed of chains with Ethereum Virtual Machine (EVM) compatibility
simulation executing ERP transaction testing on a simulated environment with physical hardware.
According to quantitative assessment results, performance increased, achieving a 38% increase in
transaction throughput, a 27% decrease in execution costs, increased trust and traceability due to
cryptographic audit trails, and improved auditability. The research highlights the potential of DeFi
integrated ERP systems for decentralized enterprise finance systems as a scalable secure replacement
to centralized enterprise finance systems.
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1 Introduction
1.1 Background: ERP and the Rise of DeFi

Since the inception of modern enterprises, system ERP has provided the core infrastructure for digital
operations. An ERP system integrates various business functions like finance, procurement, HR, supply chain
management, and inventory management into a single system that supports streamlined processes and data-
driven decision making [1]. Over the years, ERPs have evolved from monolithic legacy on-premise systems to
highly modular, cloud-based platforms that offer extensive customization and integration with third-party
systems through API gateways [2]. However, the progress made so far is of little value considering that ERP
systems are still shackled to a traditional financial model along with a centralized system architecture which
confines organizational transparency, wards off speed in transaction processing, and poses inter-organizational
succumbing vulnerabilities.

Alongside this evolution, DeFi, or Decentralized Finance, represents a new phenomenon emerging as a
disruptive force across the entire infrastructural landscape of finance at a global level [3]. Built on blockchain
technologies, DeFi enables an inherently permission-less and decentralized model of financial services via
programmable smart contracts on distributed ledger technology. Smart contracts serve as self-enforcing
constraints that automate the performance of financial agreements such as lending, borrowing, trading, asset
management, and insurance without the need of an intermediary [4]. Users of Defi systems are provided with
transparency, cryptographically secure information, and real-time authentication, as opposed to traditional
finance systems that lack these features.
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Bringing ERP systems together with DeFi holds remarkable importance because it shows a change in the
operation of an enterprise system in a trustless decentralized environment. While the former systems contain
structured workflows and logic of internal functioning of businesses, the latter deals with secure and transparent
execution of financial transactions on decentralized systems [5]. Incorporation of smart contracts into ERP
systems facilitates automation of business processes like invoice payments, vendor contracts, cross-border
payment settlements, and real-time auditing along with independent verification and reconciliation.

Such integration may resolve many pending issues that modern ERP systems have been suffering from for
years. A good example would be placing a smart contract in the procurement module which allows payment
release under specified conditions which allows for enhanced trust among business partners as well as
reduction of disputes. Another is placing smart contracts in financial modules which allow the organization to
have real-time proof of execution which commends automation, eliminates manual error, and reduces
settlement delays. Furthermore, blockchain integrated asset management along with inventory control modules
allows for tracking the provenance and ownership of products through various stages of the supply chain.

The integration of blockchain technology into business processes is becoming easier thanks to
improvements in the scalability of blockchain solutions such as layer two protocols, interdisciplinary platforms
like Hyperledger Fabric and Enterprise Ethereum Alliance, as well as cross-chain interoperability tools. These
innovations enable the execution of domain-specific solicitude contracts, also known as smart contracts, and
safeguard sensitive information, which is essential for business adoption. The integration of these capabilities
with ERP systems offers new possibilities to enhance automation in the business processes, especially in the
industries that value data reliability, financial openness, and stringent governance.

Regardless, the integration of DeFi with ERP systems faces a number of problems within this promising
context. They consist of architectural conflicts between the deterministic structure of ERPs and probabilistic
structures with consensus mechanisms of blockchains, variations in the models of data storage, latency in real
time ERP systems, and the possibility of cyber attacks through badly scripted smart contracts. Additionally,
businesses need mechanisms for the control of access, privacy of data, and compliance with regulations that
are not found in most public blockchains. Solving these problems involves creating a system that incorporates
all the operability principles of ERP systems while utilizing the trustless, transparent, and self-executing
features of DeFi.

This research focuses on closing the divide between enterprise resource planning and decentralized finance
by designing and testing an ERP system with smart contract capabilities. The study evaluates both the system
integration’s design architectural components as well as the empirical performance testing of transaction speed,
cost effectiveness, security, and scalability to determine its efficiency.

1.2 Problem Statement and Industry Gap

While traditional ERP systems contain robust internal workflow systems, they use a centralized approach to
validate and execute financial transactions, which requires external intermediaries. These systems are heavily
reliant on a plethora of centralized services such as database management, third-party servicing, manual
auditing, and design verification of finances. Consequently, these systems are severely constrained in achieving
complete, preemptive transparency, real-time reconciliation, and anti-tamper record establishment, especially
in multi-party and cross-border scenarios.

An organization’s dependency on ERP systems such as Microsoft NAV poses a risk as they are incapable
of executing key financial operations autonomously. Internal systems, or external such as auditors, validate
transactions, which can be subject to fraud, error, or manipulation. Processes often have an approval chain at
multiple levels within and between organizations, which introduces additional steps for verification. This is
particularly concerning for manufacturing, retail, and global logistics as they are reliant on speed and reliability
for synchronization within the supply chain.

Additionally, traditional ERP systems provide limited audit capabilities. Even though logs and trails are
2
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available, their verification requires considerable resources to obtain, since they are under the control of a
central authority and are subject to compliance restrictions. Dependence on central supervision makes financial
reporting less credible and efficient. Multi-vendor, supplier, or subsidiary scenarios are impacted by the
absence of a universally available immutable system leading to misalignment, differences in reports, and legal
conflicts.

Data silos further complicate these issues. Most organizations operate their ERP systems within a data silo
which leads to external partner interactions being inefficient in collaboration and redundant work effort. This
lack of integration creates barriers to cooperation, adds unnecessary administrative burdens, and creates new
risks in multi-company operations. Moreover, unified systems are easier to attack and hack, and in the event
of a cyberattack, can completely disrupt the financial workings of an enterprise due to the centralized nature
of the enterprise’s infrastructure.

Although application of DeFi technologies within enterprise systems has been minimal, these technologies
solve a great deal of issues with unattended ledgers, automated execution, and peer validation. Current DeFi
platforms cater more to personal users and financial concept testing instead of designed frameworks for
enterprises. Most existing blockchain applications in enterprises are still at the pilot stage or are limited to
specific functions such as supply chain monitoring, digital identity, or basic document notarization.

The absence of a developmental gap in practice ICT research and industry practice extends to the absence
of an ERP system integrated with a DeFi system composed into an open and scalable structure. The complete
lack of middleware solutions, efficiency standards, and architectural frameworks capable of integrating smart
contracts with ERP processes poses significant challenges. Unlike current research Insufficient validation and
testing makes enterprises wary of adopting DeFi integration, particularly concerning scalability, return on
investment, and regulatory risk.

The objective of this research is to fill this gap by creating and validating a framework architecture for
executing real time transactions through smart contracts on a blockchain within an ERP framework that
guarantees security and reduced transaction costs. This model develops smart contract templates for essential
ERP functions, augmented with a benchmarking framework for evaluating system performance and Informing
the structured system evaluation. In doing so, the research seeks to provide enterprises with robust empirical
evidence that alleviates the perceived risks associated with adopting DeFi systems.

1.3 Objectives and Scope of the Study

The scope of this research focuses on creating a decentralized finance integration framework for ERP systems
incorporating secure smart contracts as the execution core. This integration seeks to improve transparency,
security, and automation of enterprise transactions while ensuring interoperability with existing ERP modules
and workflows. The study aims to build a middleware interface allowing ERP systems to interact with
blockchain networks, particularly Ethereum-based platforms, using smart contracts for pivotal business logic
execution.

Using this framework, the study attempts to address specific enterprise requirements such as automating
invoice processing, enabling execution of payments without trust dependencies, managing digital assets across
supply chains, and maintaining verifiable transaction records. Moreover, it seeks to alleviate operational
idiosyncrasies stemming from tedious reconciliation processes, centralized settlement systems, and lack of
real-time access to information. The use of smart contracts in ERP systems is meant to facilitate implementation
of customizable workflows, defendable access control, and compliance to specific governing standards of the
industries involved.

The boundaries of the study are attached to both the theoretical and practical dimensions of the integration
of ERP systems with DeFi. The design of modular architecture supporting secure communication between ERP
modules and the blockchain network is a technical aspect. It includes the creation of smart contracts that either
duplicate existing ERP transaction logic or improve upon it by adding programmable payments, escrow
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services, and automated compliance checks. The smart contracts are subjected to performance evaluation
within a simulated enterprise environment, where they are tested under varying load levels and different
transaction scenarios.

In an empirical setting, the study also incorporates the benchmarking of performance defined by the key
metrics of latency, throughput, transaction cost, and fault tolerance. These metrics are assessed against those
offered under traditional models of ERP transactions in order to measure the value added from the use of DeFi.
The test environment is established for benchmarking using artificial data and anonymized datasets of actual
transaction flows to ensure representativeness and external validity. In addition, the study examines security,
privacy, and scalability challenges and discusses possible solutions and implications for subsequent research.

The study stems from the problem of how smart contracts are mapped to ERP processes, what are the
architecture patterns for decentralized ERP transaction execution, and how do such systems perform compared
to their centralized counterparts. The results are meant to aid practitioners, system designers, and other domain
scholars focused on developing systems of decentralized enterprise finance.

Summarizing, this is probably one of the first attempts to merge ERP and DeFi by integrating them through
a scalable security validated integration framework. This fundamentally aims to show that not only is it
possible, but strategically beneficial to employ decentralized finance mechanisms in enterprise systems design,
thereby ushering in a new era of sophisticated, self-operating, and openly verifiable enterprise systems
architectures.

2 Literature Review
2.1 ERP System Evolution and Integration Trends

The digital transformation of contemporary enterprises ERP systems have digitally transformed modern
organizations. In the beginning, ERP systems were monolithic software applications that encompassed the
entire finance and inventory procurement value chain. Today, ERP systems are modular and cloud-based,
offering greater customization through API integration and industry-specific configurations. However, ERP
systems remain fundamentally centralized, relying on internal controls and external third parties to validate
and report transactions, reconcile finances, and prepare reports. This figure illustrates the growing reliance
ERP systems have on automation and Al. Such centralization tends to create logistical problems concerning
the auditability, transparency, and trust of multi-party workflows [6].

To address these problems, many researchers and practitioners have turned to blockchain technology. The
design of ERP transaction flows can be fundamentally restructured using blockchain technology due to its
decentralized and immutable ledger coupled with trustless real-time consensus mechanisms [7]. As noted
earlier, there is a clear surge in the use of blockchain features in ERP related academic research between 2020
and 2022, as shown in Figure 1.



Decentralized Finance Integration with ERP.... Nagendra Harish Jamithireddy

60 2020
2021
. 2022
501
401
301
201
i ‘
0

Blockchain Feature

Number of Studies

Figure 1: Adoption Levels of Blockchain Features in ERP Studies (2020-2022)

The Figure demonstrates that significant attention is being directed towards the study of smart contracts,
decentralized ledgers, consensus algorithms, tokenization, and auditing, which suggests researchers are
increasingly interested in the incorporation of blockchain technology into ERP systems. In particular, the
greater deployment of smart contracts and decentralized ledgers indicates that efforts are being made towards
achieving automation and distributed trust.

Nevertheless, this trend is not yet reflected in practice. Most ERP vendors are hesitant for reasons like
uncertain prospects of scalability, compliance with legal requirements, and the absence of proven middleware
to facilitate blockchain incorporation. The expanding boundaries of ERP systems across organizational borders
expose an increasing strategic vulnerability: the inability to maintain secure, trustless collaboration without
centralized reconciliation. It is increasingly evident that decentralized finance technology stands ready to fill
this gap.

2.2 Foundations and Frameworks of Decentralized Finance

Decentralized Finance (DeFi) is driving change in traditional finance by using smart contracts running on
public blockchains to automate and eliminate intermediaries from financial services. The permissionless
lending, borrowing, asset trading, insurance, and yield farming that DeFi protocols provide are algorithmically
controlled. DeFi platforms are primarily built on Ethereum and its EVM-compatible ecosystems, which are
modular and composable, meaning that they can easily be integrated with other protocols, systems, and
interfaces [8].

The DeFi programmable smart contracts, open-source governance, cryptographic validation, and immutable
ledgers enable trustless transparency. While trust in CeFi is maintained through legal contracts and
intermediaries, DeFi moves that trust into code and cryptographic consensus. This new approach brings
remarkable benefits to ERP systems, particularly in automating conditional transactions like vendor payments,
escrow releases, and financial reporting.

Bringing DeFi to enterprises directly poses some concerns. Although public blockchains are transparent,
they may infringe on data privacy regulations like GDPR or HIPAA. Other complications include network
congestion, volatile transaction costs, and vulnerabilities in smart contracts. However, these problems are being
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solved by Quorum, Hyperledger Besu, and Avalanche Subnets, which provide controlled environments with
restricted access, detailed permissions, and adjustable consensus protocols.

While there is potential for high integration, aligning ERP logic with DeFi protocols necessitates
comprehensive knowledge of smart contracts and their influence on enterprise workflows. To address this gap,
the study designed an impact matrix to visualize the interaction of various smart contract attributes with ERP
integration barriers.

In Figure 2, for every feature of a smart contract (e.g. automation, auditability, tokenization, etc.) where
each is placed according to the level of complication in its implementation (x-axis) and its impact score on the
enterprise (y-axis). Features such as automation in smart contract systems and auditability possess high impact
potential; however, they also come with high technical difficulty. This highlights the importance of midrange
ERP middleware frameworks and design pattern automation for smart contracts.
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Figure 2: Impact Matrix of Smart Contract Features vs ERP Integration Challenges
2.3 Smart Contracts in Enterprise Applications

Automatic execution of control logic on a decentralized network is made possible through the programmable
building blocks of blockchain technology, smart contracts. It is the self-executing nature of contracts that
makes them suitable for implementing heuristic business process rules that are defined and need no manual or
third party oversight. This characteristic is precisely what enterprises require for systems with advanced
conditional logic, secure automation features, and detailed audit trail systems.

Intelligent contracts have the capacity to improve the effectiveness of crucial modules in ERP systems. For
instance, in finance and accounting, contracts can be made smarter to automate the payment approval process,
calculating taxes, and even transfer between companies. In purchasing, they can execute supplier contracts,
check the validation of goods sent, and automate payments. In asset management, smart contracts have the
potential to create tokens from either physical or virtual assets which allows secure ownership, billing
according to asset usage, and fractional control.

Integrating intelligent contracts with ERPs is not an easy undertaking despite the numerous claims of their
benefits. ERP systems are very complicated and use tightly coupled modules that depend on data accuracy and
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sequencing of processes around data streams. The introduction of smart contracts incurs new formal
asynchronous interactions and independent execution domains, thus requiring reliable middleware to merge
both worlds. This connection is crucial, but oracles, machines that offboard ERP data into on-chain contracts,
need to be purpose built to provide reliable data without compromising security.

Within the growing body of academic literature focused on developing such integration solutions, there is
a clear pattern of studying these issues from a prototype perspective. The table below offers the primary
evidence from fifteen studies highlighting the various methodological strategies and use-case analyses studied
from 2020 to 2022.

Table 1: Summary of Key Literature on ERP + Blockchain/DeFi Integration

Author Year | Method Findings

Morteza and Amin | 2022 | System Architecture | Proposed blockchain-based procurement module in

[9] Design ERP

Yadlapalli et al. | 2022 | Case Study Analyzed blockchain adoption challenges in

[10] manufacturing ERP

Nguyen etal. [11] | 2019 | Prototype Implemented smart contracts for invoice validation

Implementation

Banerjee [12] 2018 | Survey Analysis Surveyed blockchain readiness among ERP
vendors

John et al. [13] 2023 | Comparative Evaluation | Compared DeFi tools for secure enterprise
integration

This table illustrates that there are no overarching performance studies conducted at a higher level and there
are no uniform frameworks that capture the differences between the technical implementation or strategic
evaluation of technique study. It is clear that the domain is new and exploratory, showcasing the immense
room available for further inquiry.

2.4 Gaps in Existing Research and Opportunities

The interest in studying the integration of ERP systems and blockchain technology has been noticeably
increasing, but it is still quite immature. One of the most prominent gaps revolves around the absence of
complete architectures that contain comprehensive, defined, and reusable frameworks for the interfacing of
smart contracts with ERP modules. Most studies focus on particular pieces of an ERP system, like a
procurement ledger or a financial ledger. There is no single comprehensive system designed to facilitate cross-
module transactions, decentralized verification, and real-time auditability.

In addition, there is no significant number of studies that have evaluated the performance of such integrated
systems. Even if their theoretical advantages are widely accepted, empirical assessment in the form of
transaction costs, latency, data synchronization speed, and fault recovery is usually lacking. Without such
evidence, the transition of critical business processes to decentralized systems is not welcomed by
organizations.

Middleware solutions, including blockchain-ERP connectors and standardized APIs, still require substantial
research regarding their operational structures. The practical use of on-chain and off-chain synchronization
technologies is limited due to the lack of interoperability with pre-existing frameworks, real-time data mapping,
and data schema alignment protocols.

There is insufficient detail concerning the compliance and regulatory mechanisms associated with DeFi-
enabled ERP architectures. Corporations are monitored by legally binding frameworks and industry standards
such as SOX, IFRS, and GDPR. The application of DeFi elements within these structures must include
auditability, encryption, role-based- access control, and legal contract equivalency, which are absent in most
open DeFi protocols.
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The organizational aspect of DeFi integration is also underdeveloped. Migrating from centralized ERP
architectures to decentralized ones driven by smart contracts requires the adaptation of the governance and risk
management systems alongside employee education programs. Addressing the change-averse culture,
stakeholder misalignment, and the lack of domain experts poses considerable challenges for real-world
application, which remain unaddressed by technical-focused publications.

These gaps underscore the necessity of integrated, outcome-oriented ERP research that goes beyond
suggesting theoretical models to actually testing and implementing them within ERP systems. This study
fulfills the gap through a modular DeFi-ERP integration framework focused on transaction automation, secure
execution, and performance benchmarking, which has been empirically validated.

3 Methodology
3.1 Research Model and Hypothesis Framework

This study utilizes the systems engineering methodology for the design, implementation, and evaluation of the
integration of Decentralized Finance (DeFi) functionalities into ERP systems with smart contracts. This
approach revolves around constructing a modular framework that allows real-time execution and auditability
of financial transactions within ERP workflows. The model for this research is based on a hybrid architecture
of smart contracts on a blockchain and ERP processes off-chain.

The main hypothesis of this research is that the application of smart contracts to integrate DeFi into ERP
systems enhances productivity, transparency, security, and reduces manual and intermediary costs. This
hypothesis is tested through a proposed Defi-ERP integration system prototype and conducted experimentally
with specific performance metrics. The research model includes architectural design, system prototype
development, smart contract implementation, and empirical validation with synthetic and real transactional
data.

The development of interaction modules between ERPs and smart contracts comes first, followed by the
blockchain protocol and middleware selection, which starts deployment. Afterwards, the system is run through
simulations for transactions at different loads to test it for latency, execution time, cost, security, and other
metrics across diverse operational conditions. Integration points are implemented as key modules of the ERP
system so that the prototype is usable within realistic enterprise processes.

In this part, we give details on the methodology’s technical aspects and structure, starting from the
architectural blueprint and continuing with smart contracts development, middleware component integration,
and security framework development.

3.2 System Design: DeFi-ERP Integration Architecture

The architecture takes in the service-oriented approach by having each ERP module function as a separate
entity, thus allowing for secure asynchronous communication with smart contracts. The ERP core system,
Blockchain Middleware Interface, and Smart Contracts Execution form the three levels of architecture.

The core of the ERP system comprises the traditional modules of finance, procurement, inventory, and asset
management. These modules make available transaction data via REST or GraphQL APIs, which are captured
by the middleware layer. This layer is responsible for data transformation, cryptographic signing, oracle calls,
and communication with smart contracts on the Ethereum Virtual Machine (EVM) or other compatible
blockchains.

The smart contract execution layer is responsible for processing validated transactions, executing associated
logic, and persisting changes to the blockchain. These contracts are written in Solidity and deployed using the
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Truffle suite. Chainlink oracles readily integrate external ERP data on-chain, while Hyperledger Fabric ACLs
serve to control permissioned access in enterprise contexts.

This architecture enables extensibility frameworks for modular components and supports both private and
public blockchains based on enterprise requirements. To analyze how effective the architecture is, two metrics

were taken: the execution time of smart contracts and the cost of transactions relative to different blockchain
protocols.
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Figure 3: Execution Time of Smart Contracts under Varying Loads

Smart contract execution time increased in proportion to the number of transactions submitted to the network,
as shown in Figure 3. Execution time was under 2.5 seconds for low volumes (10-100) transactions. However,
execution time surged in high loads, around 500-1000 transactions, showcasing the effect of network
congestion and gas computation time on performance. This information is vital from an enterprise scalability
perspective, particularly in environments with high-frequency transactions.

25F
2.0

1.5}

1.0

Transaction Cost (USD)

0.5}

0.0

Ethereum Polygon Avalanche Binance Smart Chain
Blockchain Protocol

Figure 4: Transaction Costs Across Different Blockchain Protocols
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Figure 4 illustrates average transaction costs across four blockchain protocols that are often proposed for
enterprise use. Ethereum remains the most expensive, with average costs of greater than $2.50 per transaction.
Polygon and Avalanche, on the other hand, have average costs lower than $0.05, placing them in a more
favorable position for high transactional ERP dealings. Binance Smart Chain offers a cost-effective middle
ground. These findings guide protocol selection depending on enterprise concerns such as under budgetary
limits, volume of transactions, and need for decentralization.

3.3 Smart Contract Design for Transaction Layers

We created the smart contracts in this case study using Solidity and executed them on an Ethereum testnet.
Every contract corresponds to an ERP process which includes invoice processing and approval, asset transfer,
stock validation, or procurement compliance. Each contract possesses control logic for user validation,
timestamp check, escrow release, and audit trail generation.

Integration with the ERP system is done through a middleware application that listens for API calls from
the ERP system. For example, when an invoice is ready to be paid in the finance module, the middleware takes
the pertinent information, applies a digital signature, and performs the transactions relayed in the smart contract
on-chain. Once contract conditions are satisfied (e.g. payment, delivery verification, or compliance validation),
the funds are transferred to the set wallet address. The table below presents the ERP modules that were
integrated with smart contracts during the prototyping phase alongside their latency tolerances and technical
specifications.

Table 2: ERP Modules Integrated with Smart Contracts — Technical Specs & API Details

ERP Module Smart Contract Function API Protocol | Data Format | Latency Tolerance (ms)
Finance Invoice Settlement REST JSON 200
Procurement Vendor Agreement | GraphQL JSON 300
Execution
Inventory Real-Time Stock Validation | REST XML 500
Asset Management | Asset Tokenization REST JSON 250

As shown in Table 2, JSON still governs smart contract interaction processes owing to its lightweight nature
and broad applicability across Web3 frameworks. Predominantly, REST is utilized while for more advanced
procurement tasks, GraphQL has been adopted. The latency tolerance values suggest that sub-second
synchronization is possible for the majority of ERP modules interacting with smart contracts, although certain
real-time inventory functions may need supplementary buffering or batching solutions.

Also, each smart contract was created with modularity as a core feature so different enterprises can tailor
their customization logic without rewriting the entire contract. Failsafe measures were also built in to ensure
integrity of the transaction and restoration in edge cases, these include fallback functions, disabled account
stops, and time-locking withdrawal mechanisms.

3.4 Security Protocols and Data Flow Mapping

Decentralized ERP integrations require absolute security in their system design. The mixed components of the
system, which includes off-chain ERP data and on-chain smart contracts, require strict validation for data
transfer, secure tunnels, and shielded execution control access.

To ensure the transmission of data isn't intercepted, ERP to blockchain communication channels are secured
with TLS protocols, along with the private keys per identity of the ERP system. Tokens of authentication are
regulated through a permissioned layer that controls access based on organizational roles approved prior to
smart contract signing.

The on-chain exposure of sensitive information of the corporation was kept to a minimum through the
mapping of data flow. The ERP system retains the operational data, whereas the blockchain has transaction
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hashes, metadata, and required proofs. IPFS was utilized for decentralized audit trails to save unalterable logs
while hash references are stored in the blockchain contract state.

Table 3: Summary of Architecture Features and Blockchain Middleware Used

Feature Middleware Used Performance Impact
Data Synchronization Chainlink Low Latency

Smart Contract Deployment | Truffle + Ganache Moderate Latency
Oracle Integration Chainlink Oracles Variable

Access Control Hyperledger Fabric ACL | Low Overhead
Audit Trail Management IPFS + Ethereum Minimal Overhead

The performance effects of the integration of middleware components also depicted in Table 3 were provided
in chronological order. In order to guarantee accurate external data feeds for contract execution, Chainlink
oracles were used; however, performance was impacted by the amount of API queries per second. For smart
contract debugging and testing, efficient environments were set by Truffle and Ganache. To retain enterprise-
grade security policies, the ACL system of Hyperledger Fabric was added in the middleware layer for access
control to disable unauthorized contract calls.

Combining IPFS and Ethereum for audit trail management ensured that compliance logs could not be
altered, were stored in a decentralized manner, and could be verified by auditors or regulators. To comply with
GDPR and other privacy standards, a data minimization approach was applied such that personally identifiable
information (PII) could never be stored on-chain.

A layered firewall and anomaly detection module were integrated into the middleware to address replay
attacks, gas grieving, contract reentrancy, and other potential threats. All smart contracts were subjected to unit
testing, formal verification with static analysis tools, and security auditing with MythX and Slither.

4 Experimental Setup
4.1 Dataset Description and Environment

To validate the proposed integration architecture of DeFi and ERP, an experimental environment was
developed with simulated enterprise transaction data, custom smart contracts, and a multi-node blockchain
testnet. The experiment sought to emulate actual business processes in the Finance, Procurement, Inventory,
and Asset Management ERP modules while ensuring that all test parameters were reproducible and controlled.

The dataset on ERP transactions was synthesized using financial and supply chain data from freely available
sources. Each simulated data point contained attributes like timestamps, vendor IDs, asset tags, invoice
numbers, payment amounts, product SKUs, and status fields. The corresponding dataset for finance contained
5000 simulated invoices, 3000 vendor agreements for procurement, 8000 stock entries for inventory, and 2000
digital asset transfer logs for asset management were maintained in the respective dataset.

These datasets were incorporated into a Python based ERP emulator developed on the Flask web
framework. The emulator provided modular REST and GraphQL endpoints for every ERP function which
enabled real time engagement with the middleware interface. Smart contract data payloads were validated
against the emulator, which modified data payloads structured in JSON and XML formats, ensuring robust
verification of parsing logic and format compatibility.

A private Ethereum testnet was established on a Geth client with a PoA consensus for the blockchain
backend, simulating a scalable enterprise blockchain infrastructure with a trio of miner nodes. Smart contracts
were uploaded to the network using Truffle Suite, while transaction simulations were managed through
Ganache CLI.
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Oracle connections were integrated through Chainlink nodes which were set up to autonomously fetch data
from the ERP emulator endpoints and execute corresponding smart contract functions at regular intervals.
Synthetic transaction loads were created alongside transactions and performance metrics including latency,
throughput, cost, and failure rate, using a Locust-based benchmarking suite.

Table 4: System Specifications, Network Configurations, and Benchmarking Tools

Component Specification Purpose

ERP Simulator Python + Flask-based ERP emulator with | Simulate ERP transactions and APIs
REST/GraphQL endpoints

Blockchain Node | Geth (Go-Ethereum) on private testnet, 3- | Run and test smart contracts under
node PoA setup enterprise conditions

Oracle Provider Chainlink Node (v1.9.6) with JSON adapters | Bridge real-world ERP data to

blockchain layer

Smart Contract | Solidity 0.8.17 with Truffle Suite and Hardhat | Compile, test, and deploy smart

Engine contracts

Benchmarking Locust for load testing, Ganache CLI for | Generate synthetic workloads and

Suite simulations monitor KPIs

This setup ensured that the achievement of an environment that emulated an actual enterprise system which is
capable of multitasking thousands of ongoing transactions in different modules while providing modularity to
aid in performance tuning and stress testing controlled within the same framework.

4.2 Smart Contract Testing Scenarios

Adaptability and resilience of the smart contracts were evaluated through the set of testing scenarios developed
for each ERP module. Such scenarios captured realistic enterprise workflows while also applying managed
changes to system load, network delay, and level of complexity incorporated into contract logic.

With respect to the Finance module, the automation of invoice settlement was covered in the foremost
scenario. Triggering transactions was done via ERP invoice attention to the agreed payment approval level.
Release of payment was facilitated into the wallet address after on-chain smart contracts ensured validation of
the invoice amount, due date, and vendor.

Procurement used contracts as a way to manage vendor agreement execution. Computerized contracts
ensured compliance with delivery timelines, payment schedules, and acceptable quality levels. The ERP system
sent out requests for contract invocation at the time when a purchase order was completed. Payments, contract
renewals, or fines depending on the delivery performance were triggered through conditional clauses in the
smart contract.

Validation of stock was simulated in real-time by the Inventory module. Smart contracts were called upon
to validate stock and warehouse availability prior to order processing. All transactions captured SKU
identifiers, quantities of the items, and the location from which the items could be shipped for fulfillment,
along with metadata for auditing purposes. Based on fulfillment confirmation or delay, the ERP for order
fulfillment used their acceptance or refusal status validation to each smart contract that was returned.

Ownership of machinery or IT equipment as well as other digitized assets in Asset management was also
tokenized and transferred via smart contracts. These contracts also controlled the metadata of the asset,
ownership, period of use, history of transfer, and thereby ensured that the ownership of the asset was traceable
and unchangeable.

To see how system performance and bottlenecks were affected, each scenario was run with system load
transactions set to 10, 50, 100, 500 and 1000 concurrent transactions. Other factors such as simulated oracle
breakdowns, contract logic bugs, artificial delays, and system responsiveness and failure recovery response
became the focus of other observation.
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4.3 Simulation of ERP-Based Transactions on DeFi Networks

The simulation of ERP-based transactions on a blockchain network required a complex integration of triggers
from the ERP system, oracle requests, contract calls, and result aggregation. Structuring the middleware was
like putting together a puzzle. It had to precisely capture the ERP’s status changes, which had to be translated
to blockchain transactions, and subsequently sign it. The middleware ‘command center’ sent the transactions
to the blockchain node via a transaction pool manager that controlled the submission rate to avoid congestion.

On the blockchain, each transaction was subjected to a lifecycle as per the defined smart contract, which
involved payment verification, asset release, and compliance checking. Oracle nodes were invoked through
GET or POST calls to retrieve the required real-time data from the ERP emulator. Chainlink adapters
repurposed the information into the proper form and placed it into the right smart contract function.

The system logged and monitored the number of executed smart contracts per module to assess the
transactional integrity. Each executed smart contract was checked against predefined criteria for success. In
this case, failure criteria of resource exhaustion errors, assertion failures, and overflowing ERP provided
payloads led to marked failure.
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Figure 5: Success vs Failure Rate in Smart Contract Transactions per ERP Module

Figure 5 depicts the transactional success and failure rates for each ERP module. The Finance module achieved
a 97% success rate, owing to its relatively straightforward contract logic and minimal dependencies.
Procurement had a slightly lower success rate (92%) due to the complexity of conditional clauses. Asset
Management performed well with a 95% success rate, bolstered by efficient token standard implementation
(ERC-721). Inventory transactions saw the highest failure rate (11%) primarily due to data inconsistency and
XML parsing errors.

The results show the Inventory module requires data standardization and contract simplification, while less
dynamically rigid modules, like Inventory, require contract validation framework validation prior to contract
execution. Based on these results, heightened validation strengthens middleware error detection boundary
before contract execution.

4.4 Evaluation Metrics Used (Latency, Throughput, Cost, Failure Rate)

Four parametric measurements were taken in each testing scenario to assess the efficiency of the DeFi-ERP
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integration system. The measurements include:

1. Latency: Accounted for the temporal gap between initiating a transaction in the ERP system interface
and receiving execution confirmation on the blockchain. Latency encompasses API request duration,
oracle action, network delay, and execution pause on the chain.

2. Throughput: Defined as the amount of successful smart contract executions completed in one minute
under varying levels of transaction activities. It depicts the level of system sustainability, availability,
and agility to respond to stress.

3. Transaction Cost: Expressed in terms of the mean gas fee incurred per each transaction, estimated in
USD according to the prevailing gas rate and the blockchain protocol utilized. This measure, in turn,
will affect the cost-benefit analysis of deploying the system at an enterprise level.

4. Failure Rate: The number of smart contract failures to execute successfully divided by their attempts.
Reasons for failure were identified and classified under one of the following: syntax error, data
mismatch, gas limit reached, or network failure.

Transaction Confirmation Time (seconds)
X

100 200 300 400 500 600
Network Latency (ms)

Figure 6: Correlation Between Network Latency and Transaction Confirmation Time

Figure 6 presents a scatter plot illustrating the relationship between network latency (measured in milliseconds)
and smart contract transaction confirmation time (in seconds). As shown, there is almost a perfect linear
relationship whereby each 100ms increase in latency leads to an approximate 1 second increase in confirmation
time. This correlation proves the need for focus on network optimization for real-time ERP integration.

The average end-to-end latency across all modules was noted to be 3.4 seconds, with Procurement having
the highest average due to various data enrichment and oracle processing delays. The overall system throughput
was noted to peak at 120 transactions per minute during moderate loads and was sustained above 80
transactions per minute during peak load, showing clear potential for increased scalability.

The transaction costs differed greatly across the different protocols. As illustrated in Figure 4 in Section 3,
Ethereum bore the highest cost of $2.50/txn, whereas Polygon and Avalanche sustained low sub $0.05/txn
costs, making them aides for high-frequency ERP operations.
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70% of the failed transactions were due to malformed pay loads or missing API response fields, as per the
failure analysis. 20% were due to gas limits failing, particularly in the execution of nested logic in contracts.
The remaining 10% were due to timeliness of oracle calls or sync issues.

These results support the claim that the integrated system can achieve an acceptable level of reliability in
enterprise environments if the system is designed with a well-defined input data schema, an adequate number
of redundant oracle nodes, and a limitation on the complexity of smart contract logic in terms of gas
expenditure. Also, operational expenses can be greatly diminished while still maintaining a strong presence of
decentralization and auditability by employing Layer 2 protocols or sidechains.

5 Results and Analysis
5.1 Performance Benchmarking of the DeFi-ERP Framework

In the study, the performance of the proposed DeFi-ERP integration framework was evaluated by executing a
series of intense simulation runs, focusing on system stand-alone multi-module ERP simulated load
responsiveness on speed and growth potential ERP features on various system modules. The primary metric
used for assessment in this case was the rate of completed transactions in the system over time, expressed in
transactions Per Minute (TPM), which indicates the current level of operational system capability within real-
time multi-job environments.

In an experiment concerning 1000 transactions of ERP related smart contracts, invoice payment,
procurement, inventory, and asset transfer processes were all included. The throughput was calculated for each
monitoring period and was evaluated for stability of performance and presence of delays or throughput
congestion scenarios.
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Figure 7: Time Series of Transaction Throughput Over 1000 Operations

In Figure 7, it can be seen that, the throughput started at 60 transactions per minute and improved further as
the system was gaining stability. It reached a high of 100 transactions per minute after the 1000 transactions.
The scaling up of throughput can be credited to the improvements in caching algorithms within the middleware,
effective responsive cache management at Oracle Server, and execution pathways for the precompiled smart
contracts. The occasional drop that is noticed within the range of 500 to 600 transactions was due to a
deliberately injected congestion test meant to study recovery processes at the network level. The system was
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able to recover from the decline quickly, which demonstrates good system resilience.

The average processing time for a single transaction across all modules is 3.2 seconds which is acceptable
for latency benchmarks of enterprise applications. In addition to this, smart contract calls recorded 96% success
as articulated in section 4 which serves as the foundation of architectural smart contract robustness and integrity
assurance under actual conditions.

Cost-effectiveness and throughput were two benchmarks that emerged for the first time especially for

enterprises that deal with thousands of transactions daily. Cost per transaction was significantly lower in the
DeFi enabled architecture compared to traditional ERP system setup.
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Figure 8: Cost Savings in Smart Contract Execution vs Centralized ERP APIs

Figure 8 shows how traditional ERPs with centralized APIs have a mean transaction cost of approximately
$2.50 per operation. This includes server costs, database write/load, manual reconciliation, and intermediary
charges. On the other hand, a DeFi-enabled ERP system smart contract-backed operations at an average cost
of $0.35 per transaction. These include gas fees, oracle calls, and contract execution costs. The cost savings of
more than 85% demonstrate the profound economic advantage of decentralized automation, particularly in
high volume repeat transaction environments like finance and procurement.

These results confirm that the DeFi-ERP integration architecture not only improves operational
performance under heavy transactions, but also has markedly enhanced cost efficiency, thus making it an
appealing candidate for adoption at enterprise scale in the long run.

5.2 Security and Trust Evaluation Metrics

Security and trust are critical foundational pillars in any transaction-based enterprise ecosystem, particularly
in processing sensitive financial and asset information. The DeFi-ERP integration was assessed based on four
security and trust parameters: transaction immutability; failure rate due to security triggers; auditability index;
and risk exposure score.

What captured my attention in this case was the exposure to risk before and after the integration of smart

contracts. Risk exposure is understood as the degree of potential vulnerability to fraud, inconsistency in data,
human error, and breach of protocol—challenges that exist in any ERP system is built on legacy frameworks.
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Risk Exposure Levels Before vs After Smart Contract Integration
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Figure 9: Risk Exposure Levels Before vs After Smart Contract Integration

Figure 9 illustrates the exposure to risk in the Finance, Procurement, Inventory, Asset Management, and
Logistics modules. After implementing smart contracts, risks scores ranged from 7.5 to 9.0 on a 10 point scale
indicating risk was high, this was attributed to lack of automated processes in validation workflows, control
bottlenecks, and absent cryptographic control. Risk was deemed as high prior to the implementation of smart
contracts.

After incorporating these contracts, all modules recorded significant reductions in risk exposure; Finance
being the lowest sored at 3.4. Procurement and Asset Management modules also showed marked improvement
due to payment and ownership verification logic embedded within these contracts. These findings support the
notion that smart contracts considerably enhance operational risk by automation of compliance and
enforcement of non-volatile logic execution.

Beyond risk scores, the system auditability has improved significantly. It now has verifiable audit logs using
cryptographic hashes stored on-chain. Stakeholders and regulators could obtain time-stamped execution proofs
without the need to internal logs. The auditability index, calculated out of ten by independent assessors, based
on visibility, traceability, and verification features increased from 6.0 in the pre-existing ERP model to 9.0 in
the integrated DeFi system.

In examining failure, less than four percent of smart contract transactions are marked as failed for security
exception reasons like digital signature mismatch, gas depletion, and unauthorized contract calls. These were
reduced with the adoption of fallback handlers, gas estimation procedures, and role-based access controls from
Hyperledger Fabric ACL.

Static analysis also applied to smart contracts which included tools such as MythX and Slither. These tools
flagged some early iteration logic flaws and overflow vulnerabilities. These were addressed before full testing
began. No critical security lapses or unannounced reentrancy concerns were noted during the evaluation phase.

To conclude, the DeFi-ERP framework was designed for enterprises with robust security controls alongside
efficient trust decentralization and reduced risk exposure.

5.3 Comparative Study with Traditional ERP Integration Approaches

In order to integrate DeFi with ERP systems, a comparison study was conducted between centralized ERP
17
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Integrations with the proposed smart contract decentralized system. Transaction speed, cost of transaction,
security breach likelihood, and auditability were the primary focuses of the study.

Table 5: Comparative Results of Traditional ERP vs DeFi-Integrated ERP

Metric Traditional ERP | DeFi-Integrated ERP
Transaction Speed (avg sec) 5.8 3.2

Cost per Transaction (USD) 2.50 0.35

Security Breach Probability (%) | 8.5 2.1

Auditability Score (out of 10) 6.0 9.0

The results presented in Table 5 confirm the overwhelming advantage of the ERP system integrated with DeFi
over the conventional ERP systems in all studied categories. The decentralized structure permits transactions
to be completed faster because there are no intermediary validations or batching that occurs. Because of the
immediacy of the smart contracts executing the conditions, transaction times are cut by over 40% on average.

Cost implication is one of the main distinct aspects. Operational costs are significantly reduced because
there is no need for reconciliatory procedures, manual authorization, and payment gateways operated by third
parties in the decentralized system. Even more so, there is a recession on gas fees as Layer 2 scaling solutions
and more optimized consensus algorithms with better payment channels are adopted.

Tend to be an issue on decentralized systems, it is remarkable how increased security is within this structure.
Admin abuse, stealing and log altering makes these types of systems prone to breaches databases. Using an
immutable ledger and role-based access control to contracts, along with cryptographic logging, breach
probability is significantly diminished by over 75% based on simulations and emulation of more aggressive
techniques.

Ultimately, regarding auditability, the decentralized architecture surpasses conventional models because it
provides real-time tracking and verifiable independent records. Auditors no longer need to depend on ERP
system exports and access-controlled database logs. They can now effortlessly obtain hashes, timestamps, and
execution results from the blockchain, further improving transparency and reducing the burden of compliance.

This analysis integrates both centralized and decentralized technologies into an enterprise resource planning
(ERP) framework. This consideration turns the approach into a more comprehensive restructure as opposed to
a mere technological enhancement that requires additional resources and offers extensive automation alongside
responsive cost management on top of heightened enterprise trust.

6 Discussion
6.1 Interpretation of Results and Practical Implications

The results from the experiments show that merging decentralized finance (DeFi) through smart contracts with
ERP systems greatly increases the systems’ transaction volume, velocity, cost-effectiveness, and auditability.
Enhanced operational efficiency, data integrity, and governance are made possible by automating financial
settlement, validation of procurement conditions, and post-custodial asset traceability.

These results indicate that the integration of DeFi and ERP systems might be especially useful for an
enterprise that has to manage advanced multi-actor workflows such as those found in logistics, manufacturing,
or global trade. By encapsulating execution within smart contracts and embedding the relevant logic,
organizations are able to minimize disputes, shorten settlement cycles, and improve trust among stakeholders.
The additional cost savings, as earlier discussed, also bolster the position of this integration being considered
as a digital transformation long-term strategy.
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6.2 Regulatory Challenges and Security Risks in ERP + DeFi

The integration of DeFi into ERP frameworks is not without drawbacks, as it adds additional regulatory and
security complications. While public blockchains have the advantage of being open, their use could infringe
on certain privacy regulations like the GDPR because of the on-chain data's permanence and visibility.
Although this research mitigated such risks by employing data abstraction and metadata hashing, legal issues
remain—particularly regarding deployment in highly regulated industries.

The other concern is security. Smart contracts are immutable upon deployment, meaning they require
precise creation and scrupulous testing. If any vulnerabilities exist, it results in destruction. While our
experiments did not reveal significant flaws, real-world applications need thorough audits and compliance with
accepted coding standards.

As intermediaries of ERP data and the blockchain, oracles incur a semi-centralized risk. The failure, or
successful hacking, of such nodes could interfere with the contract's logic. To reduce risks such as these,
redundant oracle systems and off-chain verification layers are necessary.

6.3 Scalability and Interoperability Considerations

Enterprise level applications consider scalability of utter importance. Within our framework, we noticed an
increase in workload and with that, an increase in throughput, however, latency was maintained at an acceptable
level. The aggregate value of the system’s transaction stability and throughput combined as The Scalability
Index, with a value of 0.95 at 500 transaction loads but slightly decreasing at 1000, citing a need for resource
optimization in large scale implementations.

From these results, it can be deduced that the architecture is capable of sustaining an increased volume of
transaction, although enterprises with extremely high throughput may have to deal with upper Layer 2 networks
or hybrid blockchains to network deal with directly.

Equally important is Interoperability. Most ERP systems depend on having access to proprietary formats,
or legacy API’s. Using the ERP middleware developed during this study, we were able to convert ERP
processes into blockchain-compatible payloads through REST and Graph QL APIs. While this approach is
practical, more uniform adoption is needed across multiple ERP systems houses along with Ecosystem
blockchains.
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Figure 10: Scalability Index Over Load Test Variants for ERP-Blockchain Systems
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6.4 Limitations of the Study

This study has gaps and was overly comprehensive in some aspects. It relied on a controlled setting with
simulation datasets. Deploying an ERP system in an organization is likely to involve more intricate variability
concerning data structure, complexity of transactions, and compliance constraints.

The attention given to the Ethereum-like networks was also narrow and probably does not reflect all
blockchain protocols. There is a gap in the literature regarding the integration of blockchain technology with
ERP systems using other frameworks like Hyperledger, Avalanche, or Corda.

Moreover, as a regulatory approach, an expert’s examination of feasibility was largely technical and void
of legal scrutiny. This is an area that requires collaboration with lawyers how these specialists draw boundaries
around enforcement alongside jurisdictional data and cross-border limitation issues.

Most importantly, this research was silent on the sociocultural factors affecting ERP transformation.
Efficiency as it relates to a user’s ability to perform the task hinges on her or his training, engagement of
primary stakeholders, and change of policies which requires the most attention in later phases of the research.

7 Conclusion and Future Work

The research in this paper indicates that applying smart contracts within the context of DeFi offers an
innovative remedy for the management of enterprise transactions. Through the creation of a DeFi-ERP model,
we were able to automate transactions more quickly, at a lower cost, with fewer operational risks and enhanced
auditability across all critical business functions including finance, procurement, inventory management and
asset management. Payment processing time, along with system-wide transaction speed, was enhanced, leading
to an improvement at DeFi-ERP operational cost. Auditability over business functions was also enhanced,
elevating the risk-exposure rating of all business functions concurrently. Through experimentation, we were
able to realize high success rates and scalable throughput, all while significantly improving the security of the
system compared to traditional ERP integrations. The modular structure of the system and middleware enabled
the effortless bridging of the ERP modules and the blockchain network. This demonstrates the practical value
of automation on the enterprise level, applying decentralized frameworks on existing infrastructures.

Despite these potential applications and what other researchers have done in this field, there remains a gap
toward actual implementation. Future studies need to focus on developing compliance regulations, enterprise-
wide pilot studies, and widening the scope to include more blockchain protocols. In addition, running
performance tests on mainnet public blockchains, Layer 2 solutions, and smart contracts based on zero
knowledge proofs may prove beneficial to privacy and cost efficiency. The creation of interoperable APIs and
toolkits alongside persistent middleware for enhanced interface facilitation will unlock the vision of integration
on a cross-industrial scale. Factors relating to the human side of things, like change management or governance,
also need to be looked at to allow the sustainable use of DeFi on ERP in complex enterprise settings.
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