What Is Arbitrum 27-01-2026:

While the Ethereum network is the smart contract network of choice for many, it
can be slow and expensive at specific times and for certain uses. In cases of high activity,
the limitations of Ethereum become apparent, with transactions getting stuck and news
headlines featuring 3-figure gas fees. Furthermore, when attempting to solve the
problem of scalability, a blockchain’s decentralization and security are impacted too.
This is what’s known as the “blockchain trilemma”.

Layer 2 scaling solutions are the solution to this problem. Without getting too
technical, layer two solutions offer ways to use Layer 1 blockchains in a way the
mainnet’s technology would not allow. Basically, they help users enjoy the security of
Ethereum without paying an arm and a leg to use it. One such solution is Arbitrum.

Arbitrum is a Layer 2 scaling solution for the Ethereum blockchain that powers fast
smart contract transactions while reducing transaction costs.

Layer 2 solutions can scale the base Layer 1 blockchain by delegating complex
computational tasks, such as transaction processing and data storage to the second
chain. In short, the Layer 2 blockchain executes the smart contract, and the Layer 1
blockchain stores the data. If you want to know more about how the mainnet works,
check out our article on what is Ethereum. In the context of Ethereum, Arbitrum handles
blockchain transaction processing and batching, reducing congestion and cost from the
main network. For instance, DeFi projects like Sushiswap and Aave use Arbitrum in the
hood to offer efficient swaps with lower gas fees.

Abritrum’s Layer 2 solution uses blockchain rollups to achieve efficient transaction
processing. Rollups use a 2-layer architecture to process transactions off-chain before
settling them on-chain. The benefit is that the blockchain no longer needs to validate
separate transactions — it can directly confirm a “rolled up” batch of transactions. This
scaling solution differs from other Layer 2s, such as sidechains, since rollups typically

derive their security from the main blockchain.
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