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Introduction to Ethereum and Sustainability

Background

Since its launch in 2015, Ethereum has seen substantial platform
maturation, enjoyed significant user growth and is on its way to becoming a
more mainstream business tool. However, despite the myriad benefits it
offers, there’s no denying that the platform has long endured significant
criticism for its environmental footprint. This critique is not unwarranted. In
fact, Ethereum’s energy consumption challenges were exacerbated in recent
years due to the platform’s immense growth and popularity. However, the
important thing for businesses — and all users — to know is that those
environmental challenges are now a thing of the past. To better understand
Ethereum’s historical sustainability issues and the platform’s recent
changes, let’s start at the beginning.

In 2015, Ethereum was launched as a Proof of Work (PoW) platform. PoW is a
consensus mechanism, or a way of proposing new blocks and gaining
consensus from participants to add them to the Ethereum blockchain. With
PoW, Ethereum node operators, known as “miners,” compete to propose new
blocks in the chain. This competition demands significant computational
work and requires large amounts of energy to execute, which ultimately
means a large carbon footprint. Yet, while it may seem counterintuitive, this
was all by design. Ethereum’s founders developed the platform this way on
purpose, utilizing a concept employed by Bitcoin as a way to help keep it
secure. Since mining new blocks requires significant computational work,
and miners have to pay for the energy (and buy lots of hardware), no single
miner can dominate the network. This approach helps keep block production
decentralized, which ensures the security of the network and prevents
malicious actions.

All that said, a PoW approach was never the long-term plan. Ethereum’s
founders knew that PowW would eventually become unsustainable, and
switching to Proof of Stake (PoS) — a different consensus mechanism - was
always a planned step on the Ethereum roadmap. With PoS, contributors,
known as “validators,” make new block proposals by locking up 32 ETH of
their own money - or, to put it in different terms, they put their “stake” in
the proposal. Before a block is added to the chain it must be approved by
two-thirds of validators, and if it’s rejected a portion of the validator’s 32
ETH investment is lost. By enforcing these high costs as punishment for
misbehaving, PoS systems deter bad actors and help ensure that only quality
blocks are proposed, which improves the overall security of the ecosystem.
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Over the years, Ethereum
has received much criticism
due to its sizable carbon
footprint, a result of the
energy that was previously
needed to operate the
blockchain.

In September, 2022,
Ethereum moved from a
Proof of Work (PoW) system
to a Proof of Stake (PoS)
system. This move, known
as The Merge, slashed
Ethereum’s energy
consumption by roughly
99.95%.

Ethereum’s carbon footprint
is now a tiny fraction of
what it previously was,
making it a much more
sustainable and viable
option for businesses.
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https://entethalliance.org/wp-content/uploads/2022/08/EEA_Welcome_to_Ethereum_updated_August_23.pdf
https://entethalliance.org/wp-content/uploads/2022/07/EEA_Understanding_Proof_of_Stake-4.pdf

Ethereum’s move from PoW to PoS, known as The Merge, was a highly
anticipated change that took place in September, 2022. The Merge
drastically slashed the platform’s energy consumption and significantly
reduced its carbon footprint. In fact, according to the Ethereum
Foundation, the move cut Ethereum’s energy consumption by an
incredible 99.95%, which directly addresses the environmental concerns
that many have raised. For businesses, this move helps position
Ethereum as an even more viable and attractive business tool, removing
the environmental stigma that has long surrounded the blockchain.

Perhaps you’re wondering, why has The Merge taken so long to execute?
The short answer is, it’s complicated. Building a scalable and
decentralized PoS system was an extremely complex undertaking that
required extensive research and fundamental innovations in cryptography.
The PoS technology available at the time of Ethereum’s launch did not
meet the community’s standards for decentralization and security, and
while other projects opted to move to PoS earlier and make compromises
in these areas, Ethereum refused to go that route. Instead, developers
took the time needed to ensure the long-term health, functionality and
growth of the platform, all critical factors for business users.

The business benefits of the move to PoS are clear: a more sustainable
platform makes for a more attractive business tool and mitigates the risk
of incurring environmental shame for building on a PoW blockchain. In
fact, the move to a more sustainable model is likely to boost Ethereum’s
appeal across a broad audience, attracting more users and ultimately
helping to build a stronger, more secure ecosystem.

It’s important to note that The Merge is not Ethereum’s “final destination.”
In reality, it is but one step on the Ethereum roadmap, and the platform
will continue to see further developments and upgrades in the coming
years that will help strengthen it even further. For businesses, the biggest
takeaway from this change is that the negative environmental attention
that Ethereum has endured is now history and the platform’s footprint is
but a tiny fraction of what it once was. This adds up to a significantly
more sustainable and attractive tool that can help businesses across
industries elevate operations and drive efficiencies.

About the EEA

The Enterprise Ethereum Alliance (EEA) enables organizations to adopt and use

Ethereum technology in their daily business operations. The EEA empowers the
Ethereum ecosystem to develop new business opportunities, drive industry
adoption, and learn and collaborate.

To learn more about joining the EEA, reach out to james.harsh@entethalliance.org

or visit https://entethalliance.org/become-a-member/.
Follow the EEA on Facebook, Twitter, LinkedIn, and YouTube.
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HOW DO | FIND OUT MORE?

Read: EEA blog “Ethereum’s
Environmental Footprint:
d Breaking Down the
Misconceptions”

Download: EEA’s Ethereum
Business Readiness Report

—=-)» Peruse: The Ethereum

= Foundation’s background on
The Merge

== Review: The Ethereum
Foundation’s pages on Proof of
Work and Proof of Stake

View file on web page
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