What Is a Sidechain 11-11-2025:

What do you do when you’re stuck in traffic along a highway? You wish there was a way
to escape it, right? And if there’s a side street or a service road you could take to beat the traffic.
Things become much easier.

Major blockchains like Bitcoin and Ethereum are much like highways — they tend to
become congested and slow down when there’s a lot of traffic. Sidechains, much like service
roads, run alongside the main highway (the parent blockchain) and give you a different route —
one that doesn’t involve sitting in traffic for hours. Therefore, sidechains essentially help in
blockchain scaling.

In this article, Ledger Academy will unpack what is a sidechain, how it works, and the
major sidechain implementations. This article will also compare sidechains vs. Layer 2
solutions to help you understand the key differences and similarities between the two.

Sidechains are independent blockchains that connect to their parent chains via a
two-way bridge. This bridge allows the transfer of assets between the two.

These sidechains have some sovereignty, as they operate using their own
consensus mechanism. This means even if the sidechain has a security breach, the
mainnet will remain secure. The primary purpose of the sidechain is simple — to help
scale the parent blockchain. Although that can sound a lot like Layer 2 blockchains,
sidechains have some fundamental differences.

Sidechains can be used to build and test new decentralized applications (dApps)
unsupported by the parent network. Bitcoin, for instance, does not support smart
contracts, yet a sidechain can help developers build dApps. The dApps could be
anything from new payment systems to digital identity solutions. So, sidechains can add
more functionality to a parent blockchain.

So how do sidechains work together with the main chain? Simply, users transfer
their funds into a smart contract on the main chain and receive the same amount of

tokens issued on the sidechain. To do so, they use a blockchain bridge.
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