Staking on Solana vs. the Competition: A Newbie's Guide

What is Proof-of-Stake (PoS) ?

In the world of cryptocurrencies, Proof-of-Stake (PoS) is like an eco-friendly engine powering
many popular blockchains. Unlike the energy-hungry "mining" used by Bitcoin, PoS lets you
"stake" (or lock up) your crypto tokens to help secure the network and validate transactions.

“In exchange, you earn rewards — it's like earning interest on your crypto!”

Benefits of Staking: Staking offers several advantages to cryptocurrency holders. Firstly, it
provides a way to earn passive income by generating staking rewards, which can be a
lucrative way to grow your crypto holdings. Secondly, by participating in the consensus
process, stakers contribute to the overall security and decentralization of the network.
Additionally, as the demand for a staked cryptocurrency increases, its price may appreciate,
potentially leading to further gains for stakers.
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The diagram is divided into two main sections: The left section shows how validators stake their coins
to become eligible to add new blocks to the blockchain, while the right section shows how a new block is
validated and added to the blockchain.

On the left side of the diagram, there are three characters: Ross, Joey, and Rachel. Each character
represents a validator in the network. The characters have coins next to them, which represents the coins
that they have staked.

Below the characters, there is a text box that says "Coins at 'STAKE' in an escrow account”. This means
that the coins that the validators have staked are locked in an escrow account and cannot be spent until
the validator is selected to add a new block to the blockchain.




On the right side of the diagram, there is a flowchart that shows how a new block is validated and
added to the blockchain.The flowchart starts with a box that says "Function that randomly picks a
validator”. This function selects a validator from the pool of validators who have staked their coins.

The next box in the flowchart says "Joey got selected to add his new block to the blockchain network",
This means that Joey has been chosen to add the next block of transactions to the blockchain.

The next box in the flowchart says "New block is validated by the Validators in the network". This
means that all of the validators in the network check to make sure that Joey's new block is valid.

The flowchart then splits into two branches: One branch is labeled "VALID", and the other branch is
labeled "INVALID".

If the block is valid, Joey gets to add his new block to the network and receives a network fee as a
reward. This means that Joey's block has been added to the blockchain, and he has been rewarded for
his work.

If the block is invalid, Joey loses his staked coins. This means that Joey's block has not been added to
the blockchain, and he has lost the coins that he had staked.

Beyond Just Rewards
Staking isn't just about making a quick buck. It's a way to:

Make Networks Reliable —Your stake helps keep the blockchain running smoothly and
prevents bad actors.

Be Part of DeFi —Staked tokens sometimes let you participate in DeFi (Decentralized Finance),
unlocking more earning possibilities.

Show Your Support —Staking in a project you believe in shows commitment and helps build a
strong community.

Why Compare ?
Not all PoS blockchains are created equal. Some are super-fast, others focus on flexibility, and
each comes with different ways to stake. Let's explore Solana and its rivals to help you find the
perfect staking fit!

A. Solana Staking: The Fast and Flexible

a. Solana is the blockchain speedster! It's known for blazing transaction speeds,
making it a darling for applications like NFTs and gaming. Here's what Solana
staking is all about:

B. Key Features:

a. Instant Unlocks: No lengthy waiting periods to access your staked SOL tokens.

b. Large Validator Set: Lots of validators (the folks running the network) means
more choice, increasing decentralization.

c. Slashing Risks: Validators can be "slashed" (lose part of their stake) for bad
behavior, so your stake is slightly less secure.



d. Liquid Staking with Marinade: Marinade lets you stake and still get a token

(mSOL) to use in DeFi, maximizing your returns.
C. The Ideal Solana Staker:

a. Solana's ideal for users who want fast access to their staked tokens, and like an
extra dose of flexibility. If you're okay with a bit more risk for more potential
rewards, Solana staking could be right for you.

D. Drawbacks:

a. Occasional Network Hiccups: Solana has experienced downtime in the past.
b. Slashing, Though Rare: Misbehaving validators can slightly affect your rewards.

Network Comparisons

Let's see how Solana stacks up against other leading PoS networks:
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To stake Solana's native cryptocurrency, SOL, users typically delegate their tokens to
validators — entities responsible for processing transactions and maintaining the network.
Stakers can choose from a diverse set of validators, considering factors like their track
record, commission fees, and overall stake. Additionally, liquid staking solutions like



Marinade offer the ability to stake SOL while retaining liquidity through tokenized
representations of staked assets.

Pros: Solana's focus on speed and throughput translates into fast transaction confirmation
times, making it appealing for various use cases. The flexibility offered by liquid staking
options allows stakers to benefit from rewards while maintaining access to their assets.
Overall, Solana staking tends to offer a decent return on investment, especially as the
network continues to grow and attract more users.

Cons: While Solana's large validator set helps mitigate the risk of slashing (the potential
loss of staked tokens due to validator misbehavior), it is still a consideration for cautious
stakers. Additionally, the technical complexity involved in Solana's architecture may present
a steeper learning curve for absolute beginners compared to more established networks.

Staking on Solana: Speed, Liquidity, and Growth Potential

Validator’s Incentives

Solana’s fee structure is designed to incentivize validators and users while maintaining network
efficiency. Users pay transaction fees, a portion of which goes to the validator processing the
transaction. This fee structure, along with Solana’s unique architecture, helps mitigate

opportunities for Maximal Extractable Value (MEV) extraction by validators, ensuring a fairer

system for users and a more secure network overall.

e Validators: Incentivized(i.e. commission &block rewards) to process transactions

quickly and efficiently, ensuring network speed and smooth operation.

Example formula for validators to calculate their rewards


https://chainstack.com/what-is-mev-and-how-does-solana-solves-its-mev-issues/
https://solanacompass.com/staking/how-much-do-solana-validators-make

validator rewards = (staked sol / total staked sol) &

total epoch rewards * (1 - commission rate) * performance factor

staked solAmount of SOL staked by the validatortotal staked solTotal SOL staked
across all validatorstotal epoch rewardsTotal rewards distributed for the current
epochcommission rateCommission rate charged by the

networkperformance factorFactor based on validator uptime and participation.

® Users: Enjoy low transaction fees compared to other blockchains, encouraging
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network adoption and growth.

y-axis “Number of Transactions”, x-axis “Date”. Low transaction fees create a more
user-friendly and accessible blockchain experience. This fosters broader adoption, innovation,
and the overall growth of the network .Source:
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https://beta-analysis.solscan.io/public/dashboard/06d689e1-dcd7-4175-a16a-efc074ad5ce2

“As a wvalidator, Solana’s fee structure makes sense. It rewards active
participation and keeps the network running smoothly. Great balance of

incentives.”

e Delegators: are token holders who delegate or “stake” their tokens to validators.
Instead of running a validator node themselves — which then earns rewards

through staking $SOL token to the validators.

Comparative Analysis Between Solana and Other Major Blockchains


https://solana.org/delegation-program
https://marinade.finance/
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Solana is better than other blockchains in terms of transaction speed and fees. It has the
lowest transaction fees (of the blockchains listed in the table) at $0.00025 and the highest
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transaction speed of up to 65,000 transactions per second.Source

Innovations in Fee Structures
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https://bitinfocharts.com/

Solana continuously evolves its fee structure to address network needs. Recent innovations

include:

e Fee optimization: Dynamically adjusting fees based on network activity, ensuring
optimal resource utilization (e.g. prioritization Fees —users can optionally pay a

slightly higher fee to prioritize their transactions during network congestion).

Base fee (mandatory, adjusts with network load) and optional priority fee (for faster
processing). 50% of fees go to validators, 50% are burned, reducing circulating SOL supply.
This burning aims to create a deflationary effect, potentially increasing SOL value over

time.Source

e Burn mechanisms: A portion of fees are burned, reducing the token supply and

potentially increasing its value.


https://solanacompass.com/statistics/fees
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50% of all Solana transaction fees are burned. In the last epoch Solana burned a massive
3,098.98 SOL. Each epoch lasts around 2.5 days, so that is roughly 1,239.59 SOL per day.Source

Solana offers a compelling option for those interested in staking their cryptocurrencies. Here's a
breakdown of the Solana staking landscape and how to choose the right platform:

Why Choose Solana for Staking?

Speed and Efficiency: Solana's blockchain is known for its exceptional speed and low
transaction fees, making it a highly efficient network for staking operations.
Liquid Staking: Solana leads in liquid staking solutions. This means you receive tokens (like
mSOL or stSOL) representing your staked SOL, which can be used within the DeFi ecosystem
for lending, borrowing, and yield farming while still earning staking rewards.

Growing Ecosystem: Solana's rapidly expanding ecosystem with innovative DeFi projects and
a strong community provides opportunities for stakers to maximize the benefits of their
participation.

Choosing the Right Solana Staking Platform

Prioritize Your Needs:

1. Rewards: Consider APY (5-9%) but also factor in fees and lock-up periods various
platforms might impose.

2. Liquidity: Prioritize liquid staking options if you want to retain the ability to use your
staked assets within the Solana DeFi space.


https://solanacompass.com/statistics/fees
https://solana.com/developers/defi

3. Control vs. Convenience: Decide if you want to manage the validator selection process
yourself (non-custodial wallets like Phantom) or prefer the convenience of custodial
solutions (like certain exchanges).

4. Security and Reputation: Always choose platforms and validators with strong
reputations and proven track records. Research their security measures and community
feedback.

5. Ease of Use: If you're new to staking, look for platforms with user-friendly interfaces and
clear instructions.

Popular Solana Staking Options

1. Non-Custodial Wallets: Phantom, Solflare, Exodus, etc. (offer maximum control and
support liquid staking)

2. Custodial Exchanges: Consider Binance and Coinbase or other major platforms if
convenience is a priority

3. Liquid Staking Platforms Marinade Finance, and others.

Getting Started Securely

A. Security First: Use hardware wallets whenever possible, set up 2-factor authentication
and follow good security practices.

B. Research: Before delegating your stake, thoroughly research validators (look for
reliability, uptime, and commission rates).

Reference:
https://solanacompass.com/
https://solana.com/staking



https://phantom.app/
https://solflare.com/
https://www.binance.com/en
https://www.coinbase.com/
https://marinade.finance/
https://solanashield.io/
https://solanacompass.com/
https://solana.com/staking
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