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Introduction: The Promise and Peril of a Scalable Proof-of-Work 
Kaspa ($KAS) entered the cryptocurrency landscape with a bold and compelling mission: to 
solve the blockchain trilemma—the persistent trade-off between security, scalability, and 
decentralization—without compromise. By implementing a novel blockDAG (Directed Acyclic 
Graph) architecture, Kaspa positions itself as the spiritual and technological successor to 
Bitcoin's original vision of a peer-to-peer electronic cash system, but engineered for the 
speed and throughput required for global adoption.1 Its proponents champion it as the 
fastest, most scalable Proof-of-Work (PoW) protocol ever created, a system that finally 
delivers on the promise of instant, secure, and decentralized transactions. 

While Kaspa's technological prowess and adherence to a "fair launch" ethos are 
commendable, its ambitious design choices introduce a complex and under-discussed matrix 
of risks that lurk beneath the surface of its impressive performance metrics. The pursuit of 
unparalleled speed has necessitated fundamental departures from the simple, time-tested 
security model of traditional blockchains, creating significant and often unacknowledged 
trade-offs. This report dissects these risks across seven critical dimensions, arguing that 
Kaspa's architecture, economic model, and governance structure harbor latent vulnerabilities 
that could challenge its long-term viability. From the creeping centralization of its mining 
ecosystem and the subtle security flaws in its consensus mechanism to a precarious 
economic model and the geopolitical liabilities of its leadership, this analysis moves beyond 
the marketing narrative to uncover the hidden ledger of risks that will define Kaspa's future. 

 

Section 1: The Centralization Paradox: An Examination 
of Kaspa's Mining Ecosystem 
Despite a launch philosophy rooted in decentralization and fairness, Kaspa's mining 
ecosystem has rapidly evolved into a landscape marked by significant centralization. 
Technological imperatives and powerful economic incentives have concentrated hashrate, 
hardware manufacturing, and geopolitical influence into the hands of a few, creating systemic 
risks that directly contradict the project's foundational ethos. 



 

1.1 Hashrate Concentration: The Specter of a Single Point of Failure 
 

The most immediate and alarming risk to Kaspa's decentralization is the profound 
concentration of hashrate within a small number of mining pools. Mining pools are collectives 
of miners who pool their computational resources to smooth out the variance of block 
rewards, a necessary feature in competitive PoW networks.2 However, they also represent 
points of centralization. A report from the cryptocurrency marketplace NiceHash highlighted a 
critical vulnerability: a single, unnamed mining pool at one point controlled a staggering 

43% of the total Kaspa hashrate.4 

This figure is perilously close to the 51% threshold theoretically required to execute a network 
reorganization or double-spend attack. While such an attack is often deemed economically 
irrational, the concentration of power presents more subtle and insidious threats. A dominant 
pool operator, whether acting maliciously or under duress, could begin to selectively censor 
transactions. For instance, they could refuse to include transactions originating from 
privacy-enhancing protocols or those associated with addresses on a government sanction 
list. This would fundamentally undermine Kaspa's core value proposition as a neutral and 
permissionless ledger, transforming it into a network where a single entity can act as a 
gatekeeper. The risk is not necessarily a catastrophic attack, but a slow erosion of the 
network's foundational principles, driven by the centralization of its security providers. 

 

1.2 The ASIC Arms Race: Deconstructing the Myth of a "GPU-Friendly" 
Launch 
 

Kaspa's early narrative was heavily centered on its accessibility to small-scale miners, with 
many articles and community discussions promoting the kHeavyHash algorithm as being 
"ASIC-resistant" and friendly to consumer-grade Graphics Processing Units (GPUs).5 This 
narrative was a key component of its "fair launch" identity, suggesting a democratic 
distribution of newly minted coins. However, this era was short-lived, and the reality today is a 
network completely dominated by Application-Specific Integrated Circuits (ASICs)—highly 
specialized and powerful machines designed for the sole purpose of mining Kaspa.6 

The failure to maintain ASIC resistance stems from the technical design of the kHeavyHash 
algorithm. True ASIC resistance is typically achieved through "memory-hard" functions, which 
require large amounts of RAM to execute, making the design of efficient ASICs prohibitively 



expensive.9 Examples include Monero's RandomX or Ethereum's former Ethash algorithm. In 
contrast, kHeavyHash is described as "computationally intensive," involving matrix 
multiplication framed by Keccak hashes.11 While efficient, this focus on raw computation over 
memory dependency meant that the development of ASICs was an economic inevitability 
rather than a technical impossibility. 

The rapid emergence of powerful Kaspa ASICs from a handful of manufacturers, such as 
Bitmain and Iceriver, has had a profound centralizing effect. It has dramatically raised the 
capital expenditure required to mine profitably, pushing out hobbyist and small-scale GPU 
miners. This dynamic not only concentrates the network's hashrate but also centralizes the 
production of its security hardware, creating a dependency on a few corporate entities for the 
very equipment that secures the ledger. This hardware centralization invalidates a crucial 
aspect of the original decentralization narrative and introduces a systemic risk tied to the 
supply chain and business practices of these manufacturers. 

 

1.3 Geopolitical Choke Points: Mapping the Miner Landscape 
 

The centralization of hashrate in mining pools is compounded by a clear geopolitical 
concentration. An analysis of the server locations offered by major Kaspa mining pools reveals 
a significant presence in jurisdictions that are either politically sensitive or openly adversarial 
to Western interests, most notably Russia and China.12 Pools such as EMCD and k1pool 
explicitly advertise and operate servers within these countries to attract local miners. 

While a globally distributed network of miners is, in theory, a sign of health, the concentration 
of a significant portion of the network's hashrate within authoritarian states presents a 
tangible threat. Governments in these regions have the power to seize assets, compel 
cooperation from businesses operating within their borders, or shut down operations without 
due process. In a scenario of heightened geopolitical conflict, it is conceivable that a state 
actor could mandate that all mining pools within its jurisdiction censor transactions from 
specific nations or entities. Such an action could effectively partition the Kaspa network along 
geopolitical lines, creating a fragmented ledger and destroying its status as a global, neutral 
platform. The physical location of the majority of the network's security providers is a critical 
and often overlooked vector of risk. 

 

 

 



1.4 The $13,000 Attack: Quantifying the 51% Threat Vector 
 

The culmination of these centralizing forces is reflected in the alarmingly low theoretical cost 
to attack the network. According to data from Crypto51.app, which tracks the cost of renting 
hashrate from marketplaces like NiceHash, a 1-hour 51% attack on the Kaspa network would 
cost approximately $12,935 to $13,394.15 

For a network that secures a market capitalization in the billions of dollars, this figure 
represents a profound mismatch between the value secured and the cost to subvert that 
security. While a conventional 51% attack aimed at profiting from double-spending might be 
difficult to execute profitably, the low cost opens the door to other motivations. A well-funded 
rival project, a disgruntled nation-state, or a market manipulator could view this cost as a 
trivial expense for the purpose of sabotage. An attack could be timed to coincide with a major 
protocol upgrade or a new exchange listing, with the goal of shattering market confidence 
and inflicting maximum reputational damage. The low cost transforms the 51% attack from a 
purely theoretical concern into a practical threat that could be deployed by any actor for 
whom disruption, rather than profit, is the primary objective. 

The following table provides a consolidated view of the key metrics defining Kaspa's mining 
and security landscape. 

 

Metric Value Source Snippet(s) Implication for 
Kaspa's Security 

Network Hashrate 
(Current) 

675.49 PH/s - 682 
PH/s 

15 Represents the 
total computational 
power securing the 
network. 

Reported Top Pool 
Concentration 

A single pool 
reportedly 
controlled 43% of 
the network 
hashrate. 

4 Extreme 
concentration 
creates a single 
point of failure and 
a high risk of 
censorship or 
network 
manipulation. 

Theoretical $12,935 - $13,394 15 Alarmingly low cost 



1-Hour 51% Attack 
Cost 

for a multi-billion 
dollar network, 
making sabotage 
attacks 
economically 
feasible for 
well-funded 
adversaries. 

Dominant 
Hardware Type 

ASICs 
(kHeavyHash) 

6 ASIC dominance 
centralizes 
hardware 
manufacturing and 
raises the barrier to 
entry for miners, 
contradicting the 
"fair launch" ethos. 

Key Geopolitical 
Hubs for Mining 

Servers explicitly 
located in Russia, 
China, USA, and 
Europe. 

12 Concentration of 
hashrate in 
authoritarian 
jurisdictions 
creates a risk of 
state-level 
interference, 
censorship, or 
network 
partitioning. 

 

 
 
 
 
 



Section 2: The Ghost in the Machine: Security 
Trade-offs of the BlockDAG 
Kaspa’s core innovation, the GhostDAG protocol, is celebrated for enabling unprecedented 
transaction speeds on a Proof-of-Work network. However, this performance comes at a cost. 
By moving away from the linear, sequential structure of a traditional blockchain, Kaspa 
introduces a new class of complexities and security trade-offs. These trade-offs challenge the 
assertion that Kaspa achieves "Bitcoin-level security" and reveal vulnerabilities that are not 
present in its slower, simpler predecessors. 

 

2.1 GhostDAG's Core Trade-off: Sacrificing Simplicity for Speed 
 

The security of traditional blockchains like Bitcoin is rooted in their simplicity: the longest valid 
chain is the canonical history. This rule is easy for all nodes to verify. A side effect of this 
design is that blocks mined concurrently by different miners are "orphaned" and discarded, 
representing wasted energy but preserving the simplicity and robustness of the consensus 
mechanism.1 

Kaspa's blockDAG architecture, powered by the GhostDAG protocol, takes a different 
approach. It aims to eliminate this waste by incorporating all blocks, including those created in 
parallel, into a complex, interwoven graph structure.18 While this dramatically increases 
throughput, it sacrifices the elegant simplicity of the longest-chain rule. Instead of merely 
identifying the longest chain, Kaspa nodes must execute a "novel greedy algorithm" to 
traverse the DAG, color blocks based on their connectivity, and ultimately derive a linear 
ordering of all transactions.1 This process is computationally more intensive for nodes and 
presents a significantly larger and more complex attack surface for potential adversaries. 

This complexity has direct security implications. While Kaspa's official materials claim it 
generalizes Nakamoto Consensus with the same theoretical security guarantees 1, expert 
analysis suggests a subtle but important degradation. A critique on Reddit points out that in 
GhostDAG, the security threshold is not a fixed 50%. The protocol uses a parameter, 

k, to manage the degree of parallelism. To maintain consensus, some blocks that conflict with 
the main chain are colored "red" and are considered less trustworthy. The critic argues that to 
keep the rate of these red blocks low (e.g., under 5%), the k parameter must be set in a way 
that effectively lowers the security threshold to approximately 47.5%.18 This represents a 
direct, albeit modest, mathematical reduction in security compared to Bitcoin's idealized 50% 
threshold, a direct trade-off made in the pursuit of speed. 



2.2 Academic Scrutiny: The "Weak Attacker" Selfish Mining 
Vulnerability 
The theoretical risks associated with GhostDAG's complexity have been validated by formal 
academic analysis. A research paper titled "Automated Selfish Mining Analysis for DAG-Based 
PoW Consensus Protocols" presented a critical and largely unacknowledged vulnerability 
specific to GhostDAG.21 The study, which used automated modeling to find optimal attack 
strategies, concluded that GhostDAG is 

"incentive incompatible for relatively weak attackers." 

This is a profound finding with serious implications. Selfish mining is an attack strategy where 
a miner finds a block but withholds it from the network, secretly mining on their private chain. 
In Bitcoin, this strategy is generally considered to be profitable only for attackers who control 
a substantial portion of the network's hashrate (typically estimated at over 25%). The paper's 
conclusion that weak attackers—those with a small fraction of the total hashrate—can find it 
profitable to engage in selfish mining against Kaspa represents a novel and dangerous flaw. It 
dramatically expands the pool of potential adversaries and creates a systemic incentive for 
dishonest behavior among smaller miners. 

This vulnerability exists because the complex rules of GhostDAG, which determine how blocks 
are ordered and rewarded, can be gamed in ways not possible in a simple longest-chain 
system. An attacker can strategically release withheld blocks to manipulate the DAG's 
structure, causing honest miners' blocks to be ordered less favorably and increasing the 
attacker's relative rewards. This academic finding moves the discussion of GhostDAG's 
security from the realm of theoretical debate to a demonstrated vulnerability, directly 
challenging the narrative of uncompromised security. 

 

2.3 The Network's Breaking Point: Resilience to Spam and 
Denial-of-Service 
Kaspa's defining feature—its high block rate, currently at 10 blocks per second (BPS) and 
aiming for 100 BPS 22—also makes it a prime target for spam and Denial-of-Service (DoS) 
attacks. An adversary could attempt to destabilize the network by flooding it with a high 
volume of low-value or dust transactions. Given that the fee for a standard transaction is a 
minuscule fraction of a KAS (approximately 0.00003165 KAS) 16, such an attack could be 
economically feasible for a well-funded actor. 

While Kaspa's official documentation asserts robust security and high throughput 17, the 
practical resilience of a high-BPS blockDAG to a sustained spam attack is significantly less 
battle-tested than traditional blockchains. The immense parallelism and the need for nodes to 
process and order a complex graph of blocks every second could introduce unforeseen 



bottlenecks. Critics have raised concerns that the high resource requirements (CPU, 
bandwidth, and storage) needed to run a full node in such a high-throughput environment will 
inevitably lead to centralization, as only well-resourced operators will be able to keep up with 
the network.24 A "state bloat" attack, where an attacker creates millions of tiny Unspent 
Transaction Outputs (UTXOs), would exacerbate this problem by dramatically increasing the 
storage and memory requirements for all full nodes, further pushing out smaller participants 
and centralizing the network's validation topology. The very architecture designed for 
scalability could, under adversarial conditions, become a vector for centralization. 

 

Section 3: The Ticking Time Bomb: Kaspa's Economic 
and Tokenomic Fault Lines 
Beyond the technical complexities of its consensus mechanism, Kaspa faces a severe and 
potentially existential threat rooted in its economic design. The project's aggressive and 
heavily front-loaded token emission schedule was a deliberate choice, but it has created a 
"ticking time bomb" that threatens the long-term security of the network. This model forces a 
premature reliance on a transaction fee market that is nascent at best, setting the stage for a 
potential collapse in miner incentives and, consequently, network security. 

 

3.1 The Great Emission Race: The Economic Cliff of a Front-Loaded 
Supply 
Kaspa's monetary policy is one of the most aggressive in the cryptocurrency space. The block 
reward halves annually, implemented through smooth monthly reductions by a factor of 
(1/2)(1/12).25 This has resulted in an extremely rapid distribution of the total supply. According 
to the project's own emission schedule, an estimated 

87.4% of the total 28.7 billion KAS supply will have been mined by January 2025, with 
that figure rising to 95% by July 2026.27 

This hyper-deflationary model was partly justified as a strategy to distribute the majority of 
coins to the community before the network became dominated by ASICs.28 While this may 
have been a noble goal, it creates a severe long-term economic problem: an impending 
security budget cliff. The block reward, which is the primary incentive for miners to spend 
electricity securing the network, will diminish to negligible levels within the next few years. 
This rapid decay in the security subsidy is happening long before the Kaspa ecosystem has 
had time to mature and generate a sustainable alternative source of revenue for miners. The 
network is, in effect, in a race against its own clock, and the finish line is a sharp economic 



precipice. 

 

3.2 The Miner's Dilemma: A Future Reliant on an Unproven Fee Market 
The long-term security model for both Bitcoin and Kaspa relies on the same theoretical 
principle: as block rewards tend toward zero, transaction fees paid by users must rise to a 
level sufficient to incentivize miners to continue securing the network.27 For this to work, a 
protocol needs a vibrant, high-volume digital economy built on top of it, with users and 
applications constantly generating transactions and competing for block space. 

This is where Kaspa's economic model appears fundamentally flawed. The project currently 
lacks native, Turing-complete smart contract functionality, which is the primary driver of 
transaction volume and fee markets on platforms like Ethereum.18 The Kaspa ecosystem is in 
its infancy, and its use is almost entirely limited to simple peer-to-peer payments. 
Consequently, the current fee for a regular transaction is virtually zero, at approximately 

0.00003165 KAS.16 There is no meaningful fee market today, and there is no clear path to 
developing one before the block reward subsidy effectively disappears. 

Kaspa must build a thriving, fee-generating economy from the ground up in less than three 
years to avert a security crisis. This is a timeline that even the most well-funded, 
venture-backed Layer-1 platforms have struggled to meet. The project's aggressive 
tokenomics are therefore directly at odds with its pragmatic development roadmap, creating a 
predictable future scenario where the incentive to secure the network evaporates, leaving it 
vulnerable. 

 

3.3 Whale Watching: Analyzing On-Chain Concentration and 
Manipulation Risk 
While Kaspa's "fair launch" successfully avoided the allocation of pre-mined tokens to 
insiders, it does not prevent the concentration of supply in the hands of early, well-capitalized 
actors. The rapid emission schedule, combined with the low price of KAS in its early days, 
provided a prime opportunity for sophisticated investors and early miners to accumulate a 
significant percentage of the total supply on the open market. 

While verifiable "rich list" data is not readily available through standard block explorers, 
market analysis has pointed to significant "whale accumulation" activity.30 One report 
specifically noted a surge in accumulation by wallets holding between 100,000 and 1 million 
KAS.30 The concentration of a large portion of the liquid supply in a small number of 
anonymous wallets presents a significant risk of market manipulation. These large holders 



could coordinate their activities to suppress the price, engineer artificial volatility to profit 
from derivatives markets, or trigger a cascading sell-off by liquidating their positions. The lack 
of transparent and easily accessible on-chain distribution metrics further obscures this risk, 
leaving the average investor in the dark about the true extent of supply concentration. 

 

3.4 The Liquidity Trap: The Perils of Being Absent from Tier-1 
Exchanges 
A further economic risk stems from Kaspa's relative lack of access to top-tier liquidity venues. 
The token is notably absent from major exchanges with the deepest liquidity and largest user 
bases, such as Binance and Coinbase. Its primary trading volumes are concentrated on 
exchanges like Gate.io, Bybit, KuCoin, and Kraken.32 

This absence creates a liquidity trap. It restricts access for a large segment of both retail and 
institutional capital, suppressing potential demand and hindering price discovery. More 
critically, the thinner liquidity on these exchanges makes the KAS market far more susceptible 
to volatility and manipulation. A single large market order can have a disproportionate impact 
on the price, creating fertile ground for pump-and-dump schemes.35 The grassroots nature of 
the project is underscored by the fact that the community has had to crowdfund campaigns 
to pay for exchange listing fees, a stark contrast to venture-backed projects that can allocate 
millions to secure listings.38 This reliance on community funding for basic market 
infrastructure highlights a financial and structural weakness that exacerbates its economic 
risks. 

 

Section 4: The Leaderless Legion: Governance and 
Development Risks 
Kaspa's governance model is a study in paradox. Its staunchly decentralized, "leaderless" 
ethos is a core part of its identity and a powerful shield against certain regulatory threats. 
However, this same lack of formal structure introduces significant risks related to sustainable 
funding, coherent strategic decision-making, and the concentration of informal power, 
creating a fragile foundation for a project with global ambitions. 

 

 

 



4.1 Decentralized or Disorganized? The Double-Edged Sword of No 
Foundation 
Kaspa's official narrative is that it operates without a central foundation, corporate entity, or 
formal governance body, modeling itself after Bitcoin's community-driven development 
process.1 This ideological purity is appealing to decentralization maximalists, but it carries 
substantial practical risks. Without a legal entity to manage funds, coordinate development, 
and represent the project, Kaspa can suffer from a lack of accountability and strategic drift. 
As an assessment from the crypto platform Uphold noted, "the Kaspa team has not provided 
any guarantees about their direct involvement in the long-term roadmap/development".42 

This purely decentralized narrative is now being challenged by the emergence of more 
formalized entities within the ecosystem. Groups such as the Kaspa Industrial Initiative 
(Kii), which aims to drive enterprise adoption, and the Kaspa Ecosystem Foundation, which 
recently announced a $10 million development plan, have begun to fill the strategic void.43 
While potentially beneficial for the project's growth, the appearance of these foundations 
directly contradicts the "no central governance" ethos. It signals a creeping formalization that 
could lead to governance conflicts, create new centralization vectors, and confuse the 
community about who is truly responsible for the project's direction. 

 

4.2 The Benevolent Dictators?: Unpacking the Influence of the 
Founder and Core Developers 
In any project that lacks a formal governance structure, de facto power inevitably 
concentrates around the most knowledgeable and active participants. In Kaspa's case, this 
influence rests heavily with its founder, Dr. Yonatan Sompolinsky, and a small cadre of core 
developers like Michael Sutton.45 As the original architects of the protocol and the leading 
experts on its complex codebase, their opinions carry immense weight in the informal 
governance forums, such as Discord, where key decisions about the protocol's future are 
debated and decided.39 

This creates a significant risk of "developer centralization." While their intentions may be 
benevolent, this small, insular group could effectively push through major protocol changes, 
known as Kaspa Improvement Proposals (KIPs), without achieving broad consensus from the 
wider community of users, miners, and investors. A future disagreement over a contentious 
issue—such as a proposal to alter the monetary policy to address the looming security budget 
crisis—could lead to a schism. The core developers could leverage their technical authority to 
advocate for a change that a significant portion of the community opposes, potentially 
triggering a damaging hard fork and shattering the project's unity. 



 

4.3 The Donation Model's Breaking Point: Funding Long-Term 
Innovation 
The lack of a foundation or pre-mined treasury means that Kaspa's long-term research and 
development is funded almost entirely by community donations.26 Major, multi-year initiatives, 
such as the complete rewrite of the node software in the Rust programming language and the 
development of the next-generation DAGKnight consensus protocol, have been financed 
through community crowdfunding campaigns managed via a multi-signature wallet.1 

This funding model is both a testament to the community's passion and a critical structural 
weakness. It is inherently precarious, subject to the volatility of the KAS market price and the 
fluctuating sentiment of the community. During a prolonged bear market, donations could 
evaporate, potentially stalling critical development work and security research. This ad-hoc, 
donation-based model cannot provide the financial stability required to hire and retain elite 
developer talent for the long term, and it pales in comparison to the billion-dollar war chests 
of venture-backed competitors who can guarantee competitive salaries and multi-year 
research budgets. The reliance on community goodwill for core protocol development is an 
unsustainable model for a project competing at the highest level of the cryptocurrency 
industry. 

 

Section 5: The Political Battlefield: Regulatory and 
Geopolitical Threats 
Kaspa faces a complex and often contradictory landscape of external threats. While its 
technical design and launch method provide a robust defense against being classified as a 
security, it remains highly vulnerable to the broader anti-PoW regulatory climate. More 
uniquely, the project carries a significant and unusual geopolitical liability tied directly to the 
public profile of its founder, which threatens its ambition to become a neutral global protocol. 

 

5.1 The PoW Curse: Collateral Damage in the Energy FUD Wars 
As a Proof-of-Work (PoW) cryptocurrency, Kaspa is inescapably caught in the crossfire of the 
ongoing political and regulatory debate over the energy consumption of blockchain networks. 
Critics and regulators hostile to PoW mining are unlikely to appreciate the technical nuances 
between Kaspa's kHeavyHash algorithm and Bitcoin's SHA-256. While proponents argue that 
Kaspa's design, which incorporates all blocks and avoids wasted work, makes it more 
energy-efficient per transaction 53, the fundamental model still requires the expenditure of 



energy to secure the network. 

As the Kaspa network grows in value and hashrate, its aggregate energy consumption will 
inevitably increase, making it a potential target for the same environmental, social, and 
governance (ESG) criticisms leveled against Bitcoin. Because Kaspa is a less established 
project with a smaller market capitalization and a less powerful lobbying presence, it is 
arguably more vulnerable than Bitcoin to being harmed by broad-based regulatory 
crackdowns or bans on PoW mining. It risks becoming collateral damage in a political battle 
dominated by its much larger predecessor. 

 

5.2 A Target on its Back: Is Kaspa's Fair Launch a Sufficient Shield? 
Kaspa's single greatest regulatory asset is the manner of its inception. It was a "fair launch" 
project with no Initial Coin Offering (ICO), no pre-mine for founders, and no pre-sales to 
venture capitalists.26 This distribution model aligns it closely with Bitcoin and makes it highly 
unlikely that the KAS token itself would be classified as a security under the 

Howey Test used by the U.S. Securities and Exchange Commission (SEC). An analysis by the 
Uphold exchange reached this conclusion, noting the project's decentralization and lack of a 
central fundraising entity as key factors.42 Furthermore, recent (hypothetical March 2025) SEC 
staff statements clarifying that PoW mining activities do not constitute securities transactions 
provide additional regulatory comfort for Kaspa's core operations.55 

However, this shield is not absolute. While the base-layer KAS token may be safe, the 
regulatory risk could shift to the ecosystem built on top of it. The introduction of token 
standards like KRC-20, which allow for the creation of new assets on the Kaspa network, 
opens the door to projects that could be deemed unregistered securities offerings.23 The SEC 
could choose to target these ecosystem projects, creating regulatory uncertainty and chilling 
development on the platform, even if the underlying protocol remains untouched. 

 

5.3 The Founder Factor: When Personal Politics Threaten Protocol 
Neutrality 
Perhaps the most unique and provocative risk facing Kaspa is a geopolitical one stemming 
directly from its founder. Unlike the anonymous and enigmatic Satoshi Nakamoto, Kaspa's 
founder, Dr. Yonatan Sompolinsky, is a public figure. Critics have pointed to his social media 
activity, including posts that have been interpreted as taking a strong political stance on the 
highly contentious Israel-Palestine conflict.59 

For a project that aspires to function as a neutral, global, peer-to-peer electronic cash 



system, having a visible founder with divisive political views is a profound liability. Bitcoin's 
success as a globally accepted, apolitical asset is in large part due to the fact that Satoshi's 
identity, and therefore their personal beliefs, are unknown.59 Sompolinsky's public profile and 
statements risk undermining Kaspa's perceived neutrality. This could deter adoption by 
individuals, communities, or even entire nations who may view the project as being aligned 
with a specific political or nationalistic agenda. This "founder factor" is a self-inflicted wound 
that directly compromises the project's ability to achieve the universal, apolitical appeal 
necessary for a global monetary network. 

 

Section 6: The Sound of Silence: Social and Market 
Perception Hurdles 
Despite its significant technical innovations, Kaspa has struggled to capture the attention of 
the mainstream cryptocurrency market. It remains a niche project, celebrated by technical 
purists but largely ignored by the broader ecosystem of retail investors, influencers, and 
media outlets. This perception problem stems from a combination of its complex narrative, a 
lack of professional marketing, and a failure to build a compelling user-facing ecosystem, 
leaving it vulnerable to being dismissed as just another technologically interesting but 
ultimately irrelevant altcoin. 

 

6.1 The "Academic's Coin": Too Complex for Retail Hype? 
Kaspa's very origins present a marketing challenge. The project is the culmination of years of 
academic research into consensus protocols, with its foundations in dense computer science 
papers on GHOST and PHANTOM.18 Its core value proposition—a scalable PoW network built 
on a blockDAG—is technically elegant but difficult to distill into a simple, powerful narrative 
that can capture the imagination of a retail-driven market. 

In contrast, competing Layer-1 projects have succeeded by crafting simpler, more resonant 
marketing messages. Solana was "the Ethereum killer," built for speed. Cardano was "the 
peer-reviewed blockchain," built for correctness. Kaspa's narrative is inherently more complex 
and less accessible, appealing primarily to engineers and protocol researchers rather than the 
average investor looking for the next big trend.61 This academic pedigree, while a source of 
technical strength, has become a significant barrier to achieving mainstream hype and social 
momentum. 

 

 



6.2 The Bitcoin Maximalist Onslaught: Deconstructing Core Criticisms 
Kaspa's positioning as a PoW-based, fair-launch project has drawn direct and often harsh 
criticism from the influential Bitcoin maximalist community. These critics raise several valid 
points that have gained traction and shaped the perception of Kaspa as a flawed competitor. 
One of the most detailed critiques argues that Kaspa's attempt to solve the trilemma is an 
illusion; its high block rate, they claim, inevitably leads to centralization due to the demanding 
hardware and network requirements for running a full node, introduces messy block 
propagation issues, and ultimately offers weaker security guarantees than Bitcoin's simple 
and battle-hardened design.24 

Other critics have focused on its economic and social vulnerabilities, arguing that the 
hyper-aggressive emission schedule and the presence of a visible, politically active founder 
make it fundamentally inferior to Bitcoin as a candidate for a global monetary asset.59 This 
sustained critique from a vocal and respected segment of the crypto community has created 
a powerful counter-narrative that has effectively capped Kaspa's appeal and deterred many 
potential investors who view any PoW asset other than Bitcoin with deep skepticism. 

 

6.3 Branding Deficit and Ecosystem Ghost Town 
In the modern cryptocurrency market, superior technology is rarely sufficient for success. A 
project also needs a strong brand, a well-funded marketing apparatus, and a vibrant 
ecosystem of user-facing applications that drive engagement and create network effects. 
This is where Kaspa's grassroots, decentralized model has left it at a severe disadvantage. 

Unlike venture-backed competitors such as Solana and Avalanche, which have foundations 
with massive marketing budgets and dedicated business development teams, Kaspa relies on 
organic, community-led efforts. This has resulted in a significant branding and marketing 
deficit. Furthermore, its lack of native smart contract functionality has led to what one critic 
called an "ecosystem ghost town".29 While a nascent ecosystem of KRC-20 tokens is 
beginning to form, it is minuscule compared to the thriving DeFi, NFT, and memecoin markets 
on other platforms that continuously attract new users and generate media attention.62 This 
lack of a compelling user experience beyond simple payments reinforces the perception that 
Kaspa is a piece of infrastructure rather than a living digital economy, causing it to be 
overlooked by the influencers and media outlets that drive market trends.63 

 

 
 



Section 7: The Darwinian Gauntlet: Long-Term Survival 
and Obsolescence Risks 
Kaspa's long-term survival depends not only on overcoming its internal weaknesses but also 
on navigating a fiercely competitive and rapidly evolving technological landscape. Its current 
design, which prioritizes transaction speed above all else, has left it with a narrow use case 
that is increasingly being commoditized by more versatile and better-funded competitors. This 
lack of a durable competitive moat makes Kaspa vulnerable to being out-innovated or 
rendered obsolete. 

 

7.1 The L1 Hunger Games: Competing Without Smart Contracts 
Kaspa's most significant and immediate competitive disadvantage is its lack of native, 
Turing-complete smart contract functionality.18 While plans for future implementation exist, 
this is a monumental technical challenge that could take years to safely execute. In the 
meantime, Kaspa is competing as a simple payment network in a market dominated by 
full-fledged application platforms. 

Its rivals include a host of high-throughput blockchains that also utilize DAG-based principles 
or parallel processing but have already established mature smart contract ecosystems. 
Projects like Avalanche, with its custom subnets, and Fantom, with its EVM compatibility, can 
support the complex DeFi, NFT, and gaming applications that generate real economic activity 
and lock in users.67 As one critic noted, a network optimized only for simple transfers can 
"tend to break down" when faced with the demands of complex smart contract execution.65 
By focusing solely on speed, Kaspa has ceded the entire landscape of decentralized 
applications to its competitors, leaving it with a single, fragile use case. 

The following table offers a comparative analysis of Kaspa against key competitors, 
highlighting its significant ecosystem and functionality gaps. 

 

 

 

 

 

 



Feature Kaspa (KAS) Solana (SOL) Avalanche 
(AVAX) 

Fantom (FTM) 

Consensus 
Mechanism 

PoW 
(GhostDAG) 

PoS (Tower 
BFT) 

PoS 
(Snowman) 

aBFT 
(Lachesis) 

Transactions 
Per Second 
(TPS) - 
Reported 

10 BPS (aiming 
for 100+ BPS) 

~1,111 tx/s ~4,500 tx/s 
(Subnet 
dependent) 

~25 tx/s 

Transaction 
Finality 

~10 seconds ~12.8 seconds <1 second ~1-2 seconds 

Smart 
Contract 
Support 
(Native/EVM) 

No (Planned) Yes (Native 
Rust, Solidity 
via Neon) 

Yes (EVM 
Compatible 
C-Chain) 

Yes (EVM 
Compatible) 

Governance 
Model 

Informal 
Community 
Consensus 

Off-chain 
Foundation/Co
mmunity 

On-chain 
Validator 
Voting 

On-chain 
Staker Voting 

Ecosystem 
Funding 

Community 
Donations 

VC Backed / 
Foundation 
Grants 

VC Backed / 
Foundation 
Grants 

VC Backed / 
Foundation 
Grants 

 

7.2 The Ethereum Behemoth: Are L2 Rollups a Kaspa Killer? 
Perhaps the greatest existential threat to Kaspa comes not from a rival Layer-1, but from the 
rapidly maturing Layer-2 ecosystem on Ethereum. Scaling solutions like Arbitrum and 
Optimism, known as "rollups," now offer transaction throughput and fees that are competitive 
with, or even superior to, many alternative L1s. Crucially, they do so while inheriting the full 
security, decentralization, and network effects of the underlying Ethereum mainnet. 

This development directly challenges Kaspa's core value proposition. If a user or developer 
can achieve near-instantaneous transactions for a fraction of a cent on an Ethereum L2, with 
seamless access to Ethereum's vast ocean of liquidity, established applications, and 
developer tooling, what is the compelling reason to use Kaspa? The rise of L2s threatens to 



make single-purpose, high-speed L1s like Kaspa redundant. They solve the scalability problem 
in a way that leverages and reinforces the dominance of the largest existing smart contract 
platform, leaving little room for a niche competitor whose primary feature has been 
commoditized. 

 

7.3 The Quantum Threat: A Ticking Clock for All of Crypto 
Like virtually all contemporary cryptocurrencies, Kaspa's cryptographic 
foundations—specifically, its use of Schnorr signatures based on the Elliptic Curve Discrete 
Logarithm Problem (ECDLP)—are vulnerable to being broken by a sufficiently powerful 
quantum computer.68 The emergence of such a machine would render the entire network 
insecure, allowing an attacker to forge signatures and steal funds. 

To its credit, the Kaspa community has demonstrated significant foresight in addressing this 
long-term threat. A Kaspa Improvement Proposal (KIP) outlines a "Phase 1" mitigation strategy 
that can be implemented at the wallet layer without requiring a consensus-breaking hard 
fork.70 This approach, similar to Bitcoin's Pay-to-Public-Key-Hash (P2PKH) addresses, would 
hide users' public keys until they spend their funds, dramatically reducing the window of 
opportunity for a quantum attacker. While this is a prudent and proactive step, it is only a 
temporary solution. The eventual transition to fully post-quantum cryptographic (PQC) 
algorithms will be a massive and resource-intensive undertaking for the entire industry.71 It 
remains an open question whether Kaspa's decentralized, donation-based funding model can 
support the sustained, high-level cryptographic research and development necessary to 
navigate this transition successfully. 

 

7.4 The Miner Exodus: What if AI Becomes More Profitable than KAS? 
Kaspa's security is entirely dependent on the economic incentives that compel miners to 
dedicate their hardware to the network. The hardware used for mining, particularly the GPUs 
that dominated its early history, has powerful alternative applications. The most significant of 
these is the training and operation of artificial intelligence models, a sector experiencing 
explosive growth and commanding enormous capital investment. 

This creates a hypothetical but plausible long-term risk: a "hashrate drain" to the AI industry. 
As Kaspa's block reward continues its aggressive decay, the profitability of mining will become 
increasingly marginal. If, in the future, the economic returns from renting compute power to AI 
companies surpass the rewards from mining KAS, a rational economic actor would reallocate 
their hardware. This could trigger a mass exodus of miners, not to a competing 
cryptocurrency, but to a different industry altogether. Such a drain would cause Kaspa's 



hashrate to plummet, leaving the network dangerously exposed and cheap to attack. 

 

Conclusion: A Balanced Verdict on Kaspa's Dark Side 
Kaspa represents a brilliant and ambitious attempt to push the boundaries of what is possible 
with Proof-of-Work. Its GhostDAG protocol is a genuine technological innovation that 
successfully demonstrates a path to high-throughput transactions on a decentralized ledger. 
However, this report has detailed the profound and often interconnected risks that lie beneath 
this impressive technological facade. 

The network's security is challenged by the deep centralization of its mining ecosystem and 
the subtle, academically-verified vulnerabilities inherent in its complex consensus model. Its 
economic viability is threatened by a hyper-aggressive emission schedule that creates a 
predictable security budget crisis in the very near future, forcing a premature reliance on a 
non-existent fee market. Its decentralized governance model, while ideologically pure, is a 
fragile and unsustainable means of funding and directing a project in a fiercely competitive 
market. Finally, it faces the existential threats of being outmaneuvered by more versatile 
competitors and rendered obsolete by the broader evolution of blockchain scaling solutions. 

The core tension of Kaspa is that of an elegant academic solution confronting the messy and 
unforgiving realities of the real world. Its greatest strengths—its technical complexity and its 
purist, community-driven ethos—are simultaneously the sources of its greatest weaknesses. 
Whether Kaspa can navigate this formidable dark side to become the future of scalable PoW, 
or whether it will fade into obscurity as a fascinating but ultimately flawed experiment, 
remains an open question. Its fate will depend on its ability to evolve beyond a mere protocol 
and build a sustainable economy, a resilient community, and a compelling reason to exist in a 
world that may no longer need what it has to offer. 

The following table provides a summary of the key risks identified in this report, along with 
provocative scenarios designed to illustrate their potential impact. 

 

 

 

 

 

 



Risk Dimension Core Weakness Identified Provocative "What If" 
Scenario 

Mining & Centralization Extreme hashrate 
concentration in a few 
pools and hardware 
manufacturers. 

A state actor coerces the 
dominant mining pool to 
censor transactions from a 
rival nation, effectively 
partitioning the network 
along geopolitical lines. 

Security & Technical 
Trade-offs 

The complexity of 
GhostDAG introduces novel 
attack vectors, such as 
selfish mining being 
profitable for "weak 
attackers." 

A sophisticated mining pool 
develops proprietary 
software to exploit the 
"weak attacker" 
vulnerability, covertly 
increasing its revenue at 
the expense of honest 
miners and slowly 
centralizing the network. 

Economic Risks A hyper-aggressive 
emission schedule will 
cause the block reward 
subsidy to collapse by 
2026-2027, with no mature 
fee market to replace it. 

In 2027, a new, more 
profitable PoW coin 
emerges, causing a mass 
miner exodus from Kaspa. 
The hashrate plummets, 
allowing a rival to launch a 
51% attack for a trivial cost, 
destroying the network's 
credibility. 

Governance & 
Development 

A "leaderless" structure 
relies on an unsustainable 
donation model and 
concentrates de facto 
power in the hands of a few 
core developers. 

The core developers 
propose a radical change 
to the monetary policy to 
avert the security crisis, 
triggering a contentious 
hard fork that splits the 
community and destroys 
the project's "fixed supply" 
narrative. 



 

Regulatory & Political 
Threats 

The founder's visible and 
controversial political 
stances undermine the 
protocol's claim to be a 
neutral, global asset. 

A coalition of nations 
formally bans Kaspa, citing 
the founder's political 
activities as proof that the 
network is not a neutral 
financial platform, thereby 
stifling its global adoption. 

Social & Market 
Perception 

The project is too 
technically complex to 
market effectively and 
lacks the ecosystem and 
branding to compete for 
mainstream attention. 

Kaspa achieves all its 
technical goals (100 BPS, 
DAGKnight) but remains a 
niche "academic's coin," 
ignored by the market and 
ultimately losing relevance 
as users flock to platforms 
with better marketing and 
more dApps. 

Long-Term Survival The lack of native smart 
contracts makes its primary 
use case (fast payments) a 
commodity that is being 
offered by more versatile 
competitors (e.g., Ethereum 
L2s). 

Ethereum's L2 ecosystem 
matures to the point where 
it offers faster, cheaper 
transactions than Kaspa, 
plus access to trillions in 
DeFi liquidity, making 
Kaspa's entire value 
proposition obsolete. 
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