
S E V E N

HYBRID ECONOMIES

 C ommercial economies build value with money at their core. 
Sharing economies build value, ignoring money. Both are criti-

cal to life both online and offl ine. Both will fl ourish more as Inter-
net technology develops.

But between these two economies, there is an increasingly 
important third economy: one that builds upon both the sharing 
and commercial economies, one that adds value to each. This third 
type— the hybrid— will dominate the architecture for commerce 
on the Web. It will also radically change the way sharing economies 
function.

The hybrid is either a commercial entity that aims to leverage 
value from a sharing economy, or it is a sharing economy that builds 
a commercial entity to better support its sharing aims. Either way, 
the hybrid links two simpler, or purer, economies, and produces 
something from the link.

That link is sustained, however, only if the distinction between 
the two economies is preserved. If those within the sharing econ-
omy begin to think of themselves as tools of a commercial econ-
omy, they will be less willing to play. If those within a commercial 
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economy begin to think of it as a sharing economy, that may reduce 
their focus on economic reward. Maintaining a conceptual separa-
tion is a key to sustaining the value of the hybrid. But how that 
separation is maintained cannot be answered in the abstract.

The Internet is the age of the hybrid.1 Every interesting Internet 
business is now, or is becoming, a hybrid. The reasons are not hard 
to see. As Yochai Benkler describes,

A billion people in advanced economies may have between two 

billion and six billion spare hours among them, every day. In order 

to harness these billions of hours, it would take the whole work-

force of almost 340,000 workers employed by the entire motion 

picture and recording industries in the United States put together, 

assuming each worker worked  forty- hour weeks without taking a 

single vacation, for between three and eight and a half years!2

If sharing economies promise value, it is the commercial econ-
omy that is tuned to exploit that. But as those in the commercial 
economy are coming to see, you can’t leverage value from a sharing 
economy with a hostile buyout or a simple acquisition of assets. You 
have to keep those participating in the sharing economy happy, and 
for the reasons they were happy before. For here too money can’t 
buy you love, even if love could produce lots of money.

Yet there are differences among these hybrids. In this chapter, I 
hope fi rst to hide these differences enough to show a common pat-
tern. I then focus on the differences in order to learn a bit more 
about how and why some hybrids succeed while others fail. As with 
Wikipedia among sharing economies, there is a paradigm here too. 
This is the theme upon which everything else is a variation. I start 
with this theme and then turn to the growing variations.
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The Paradigm Case: Free Software

In the early 1990s, Robert Young was in the  computer- leasing busi-
ness. As a way to bring in customers, he wrote a newsletter called 
New York Unix. The newsletter covered whatever subjects his 
(potential) customers might be interested in. He was therefore keen 
to understand precisely what his customers would read. “I would 
ask all the members of the user groups, ‘What do you want to read 
about that isn’t already being covered in the major computer pub-
lications?’ The only thing they could think about at the time was 
free software.”

So Young decided to learn something about free software. He 
took a train to Boston to sit down with Richard Stallman to “ask 
him where this stuff was coming from.” Young was astounded by 
what he found. “[Stallman] was using lines [like] ‘from engineers 
according to their skill to engineers according to their need.’ ”

“I’m a capitalist,” Young recalls thinking, “and the Berlin wall 
had just fallen. I thought, I’m not sure this model is going to keep 
going.” Young decided to forget about free software. “Given there 
was no economic support [for this] free software stuff,” Young 
believed it all “was a blip.” He reasoned, “It was only going to get 
worse over time as the communist system only ever got worse over 
time.”

Yet Young quickly saw that like many of the parallels that 
Marx saw, his own historical parallel didn’t quite work. The  free-
 software system didn’t get worse. “Over the course of the  twenty-
 four months that I was watching it, the stuff kept getting better. 
The kernel got better. More drivers came out for this stuff. More 
people were using it.”
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This surprise prompted Young to talk with some key   free-
 software users to fi nd out why the system was such a success. One of 
his research subjects was Dr. Thomas Sterling, who worked at the 
Goddard Space Flight Center, just outside of Washington, D.C. In 
his conversation with Sterling, Young fi rst glimpsed the wide variety 
of reasons for the success of free software. One of Sterling’s employ-
ees, Don Becker, was writing Ethernet drivers that he licensed freely. 
Becker thought free software was “altruism” and thought himself 
part of the “altruism economy.” But Sterling had a different view. As 
Young recounted the conversation to me, “Sterling said, ‘Well, yeah, 
Don likes to think that way. But the reality is he’s writing these driv-
ers on Goddard time, and I’m the one who’s writing his paycheck.’ ” 
In Sterling’s view, the story was simple: this was part of a barter 
economy. “He was giving away something of relatively small value, 
and receiving back something of much greater value.”

Young’s a pragmatist. He’s skeptical of accounts that rely upon a 
mysterious spirit. Free software came, he told me, not from a “com-
munity.” “As far as I’m concerned, there’s no such thing as a com-
munity. It’s simply a bunch of people with a common interest.” That 
“bunch of people” represented the “full range of humanity.” But it 
had one thing in common: “a desire to see  open- source software 
succeed.” And that desire led members of this “bunch” to accept 
the idea of a commercial entity leveraging this sharing economy.

As Young became convinced that free software wasn’t just a fad 
and, more important, that its success didn’t depend upon reviving 
Lenin, he began to look for a way to build a Linux business. “I was 
looking for a product because I knew that given the growth of inter-
est in Linux, it was going to end up in CompUSA. . . . I didn’t want 
CompUSA as a competitor. I’d rather have them as a customer. So I 
was looking for products that I could get an exclusive on.”
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Young found a young entrepreneur to partner with named 
Marc Ewing. Ewing had for a time been developing a software tool 
to run on Linux. But after months of frustrating development, he 
concluded that what the world really needed was a better version 
of Linux. He therefore started to build that better version, which 
he would eventually name Red Hat Linux. Young heard about 
Ewing’s software and contacted him. He offered to buy ninety 
days’ supply of his beta, about three hundred copies. “There was 
dead silence at the other end of the phone,” Young recounted to me. 
“I fi nally got out of Marc that he was only thinking of manufactur-
ing three hundred copies. It was a match made in heaven.” Red Hat 
Inc., was born, a paradigmatic example of what I call the hybrid.

Red Hat’s success, in Young’s view at least, came from something 
that seems so obvious in retrospect that it’s puzzling more didn’t 
try the same thing: that this  free- software company actually made 
its software  open- source. Other Linux distributions tried to mix 
 open- source components with proprietary components. That was, 
for example, Caldera’s strategy. But Young understood that the only 
way Red Hat could compete with Microsoft or Sun Microsystems 
was by giving its customers something more than what Microsoft or 
Sun could give them— namely, complete access to the code.

Young saw this point early on. He described a conversation with 
some engineers from Southwestern Bell at a conference at Duke. 
Young was surprised to learn that they were using Linux to run 
the central switching station for Southwestern Bell. He asked why. 
Their response, as Young recounts it, is quite revealing:

Our problem is we have no choice. If we use Sun OS or NT and 

something goes wrong, we have to wait around for months for 

Sun or Microsoft to get around to fi xing it for us. If we use Linux, 
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we get to fi x it ourselves if it’s truly urgent. And so we can fi x it on 

our schedule, not the schedule of some arbitrary supplier.

The key was to sell “benefi ts” and not “features.” And here the ben-
efi t was a kind of access that no other dominant software company 
could provide.

Red Hat is thus a “hybrid.” Young was not in it to make the 
world a better place, though knowing the man, I know he’s quite 
happy to make the world a better place. Young was in it for the 
money. But the only way Red Hat was going to succeed was if 
thousands continued to contribute— for free— to the development 
of the GNU/Linux operating system. He and his company were 
going to leverage value out of that system. But they would succeed 
only if those voluntarily contributing to the underlying code con-
tinued to contribute.

One might well imagine that when a  for- profi t company like 
Red Hat comes along and tries to leverage great value out of the 
free work of the  free- software movement, some might raise “the 
justice question.” Putting aside Marc Ewing (who had great coder 
cred), who was Robert Young to make money out of Linux? Why 
should the  free- software coders continue to work for him (even if 
only indirectly, since anyone else was free to take the work as well)? 
What did the (in Young’s mind at least)  proto- Marxist Stallman 
think about the exploitation of this work? “What about,” one might 
imagine the question being asked, “the worker coder?”

Yet what’s most interesting about this period in the early life of 
the hybrid is that there were bigger issues confronting the move-
ment than whether a Canadian should be allowed to risk an 
investment on a Linux  start- up. The bigger issue was a general 
recognition that free software would go nowhere unless companies 
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began to support it. Thus, while there was whining on the side-
lines, there was no campaign by the founders of key free software 
to stop these emerging hybrids. So long as the work was not turned 
proprietary— so long as the code remained “ ‘free’ in the sense of 
freedom”3— neither Stallman nor Linus Torvalds was going to 
object. This was the only way to make sure an ecology of free soft-
ware could be supported. It was an effective way to spread free 
software everywhere. And indeed, the freedom to make money 
using the code was as much a “freedom” as anything was. If there 
were people who objected strongly to this form of “exploitation,” 
then, as Apache cofounder Brian Behlendorf described to me, 
they “probably were disinclined from contributing to open source 
in the fi rst place. They might have kept themselves out of the 
market and not spent their volunteer time or their hobbyist time 
writing code.”4

And thus Red Hat (and then LinuxForce [1995], CodeWeavers 
[1996], TimeSys Corp. [1996], Linuxcare [1998], Mandriva [1998], 
LinuxOne [1998], Bluepoint Linux Software Corp. [1999], Progeny 
Linux Systems Inc. [1999], MontaVista Software [1999], Win4Lin 
[2000], Linspire [2001], and Xandros [2001], to name a few) was 
born. An ecology of commercial entities designed to leverage value 
out of a sharing economy. The birth of the most important Internet 
hybrids.

Now, as Red Hat demonstrates, there is a delicate balance to be 
struck between the commercial entity and the sharing economy. 
Red Hat succeeded in maintaining the loyalty of the community 
because of how it behaved. It respected the terms of the license; it 
supported development that others could build upon; indeed, as 
Young estimates, at one point more than 50 percent of the core ker-
nel development team worked for Red Hat,5 and both Red Hat and 
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VA Linux Systems gave stock options to Linus Torvalds.6 Many 
from the GNU/Linux community helped Red Hat understand 
what appropriate behavior was, and the company took great steps 
to make sure its behavior was appropriate. A key element to a suc-
cessful hybrid is understanding the community and its norms. And 
the most successful in this class will be those that best leverage those 
norms by translating fi delity to the norms into hard work.

Perhaps the most interesting recent example of this model is a 
company called Canonical Ltd., a commercial entity supporting 
another brand of GNU/Linux called Ubuntu Linux. Launched 
in 2004 by the entrepreneur Mark Shuttleworth, Ubuntu aims to 
become “the most widely used Linux system.” Its focus initially has 
been really really easy desktop distributions. (I’ve experimented 
with a number of Linux installations. This one was by far the easi-
est.) The company hopes that the ease and quality of its distribution 
(not to mention its price) will drive many more individual computer 
users to use Ubuntu Linux.

Canonical aims to profi t from the  community- driven and 
 community- developed Ubuntu. Its vision is inspired by Shuttle-
worth, who says he has been “fascinated by this phenomenon of 
collaboration around a common digital good with strong revision 
control.”7 That collaboration is done through a community. Canon-
ical intends to “differentiate ourselves by having the best commu-
nity. Being the easiest to work with, being the group where sensible 
things happen fi rst and happen fastest.” “Community,” Shuttle-
worth said to me, “is the absolute essence of what we do.” “Thousands” 
now collaborate in the Canonical project.

To make this collaboration work, as Shuttleworth describes, 
at least three things must be true about the community. First, 
you must give the community “respect.” Second, you must give 
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“responsibility”— actually give the community the authority you 
claim it has. “If you’re not willing to respect the fact that you’ve 
offered people the opportunity to get invested, and take a leader-
ship position . . . there’s no way that’s going to grow a strong team.”

Third, and maybe ultimately the most important: you have to 
“give people a sense of being part of something that has mean-
ing.” This the  free- software community can give away easily. Con-
tributors to this community “feel they’re being part of something 
that’s big and important and beautiful. . . . They feel like they get 
to focus on the things that they really want to focus on. And that’s 
satisfying.”

This is a common feature, Shuttleworth believes, across suc-
cessful  community- based projects. If you “look at Wikipedia,” 
for example, “people genuinely feel like they’re part of something: 
they’re helping to build a repository of human knowledge, and 
that’s an amazing thing. It’s a full spectrum of motivation, just like 
you get the full spectrum of motivation in free software.”

Shuttleworth’s vision is different from Red Hat’s. Remember, 
Young didn’t believe in the “community” thing. Community is 
central to Ubuntu. But in this range of motivations, some tied to 
believing in something and some not, we can begin to get a sense 
of the interesting mix that the hybrid economy will produce. Diver-
sity is its strength; it fl ourishes from the obscurity such diversity 
produces.

Beyond Free Software

Free software is the paradigm hybrid, in which commercial enti-
ties (Red Hat is just one) leverage value from a sharing economy. 
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But as with Wikipedia and the sharing economy, free software is 
obviously not the only hybrid. In this section, we will consider some 
other examples, and other fl avors of this mix.

I’ve kept this list long because my aim ultimately is to convince 
you of the diversity and signifi cance of this category of enterprise. 
But I’ve divided the examples into categories. Some hybrids build 
community spaces, some hybrids build collaborations, and some 
hybrids build communities. Consider each in turn.

Type 1:  Communit y Spaces
From the very beginning of the Internet, its technologies have been 
used to build community spaces— virtual places where people 
interact, sharing information or interests. The people interacting 
do so for  sharing- economy reasons: the terms under which they 
interact are commerce free, though the motivations for interacting 
may or may not tie to commerce.

Few have been able to translate these spaces into successful com-
mercial ventures. Many are trying. The effort and the successes are 
examples of one kind of hybrid.

Dogster
Let’s begin modestly with a hybrid that doesn’t try to change the 
world, but has changed substantially how easily people can connect 
about their intense relationships (not to say “obsessions”) with dogs. 
Dogster, as the Web site explains, is built by “dog freaks and com-
puter geeks who wanted a canine sharing application that’s truly 
gone to the dogs.” Since its launch in January 2004, it has become 
the  fastest- growing pet destination on the Internet, in 2007 “serving 
over 1.5 million photos for over 300,000 uploaded pets by 260,000 
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members; Dogster and Catster serve more than 17 million pages 
a month to over half a million visitors.” The site offers “forums, 
classifi eds, diaries, treats, private messaging, Gimme Some Paw, 
DogsterPlus, photo tagging, themed strolls,  pet- friendly travel and 
 pet- personality matrix.” The site is designed to make this commu-
nity space the dominant pet center on the Net.

Dogster doesn’t do this for free. The community space supports 
itself through advertisement. Given the size of the community, the 
revenue is likely to be close to $275,000 a year.8 But that revenue 
means “a couple of handfuls of people can be employed by that 
site.” And because it can fund itself like this, the site “will touch a 
lot more people.”9 The site thus leverages the community of passion 
and conversation that surrounds pets to produce revenue that sup-
ports the site. A hybrid.

craigslist: “Like, Peace, Man”
The bread and butter of most local newspapers is advertising. The 
most lucrative of this advertising are classifi eds. According to one 
estimate, “U.S. newspapers derive 37% of their total advertising 
income from classifi eds.”10 For major papers, the number is even 
higher: “Revenues from classifi ed ads account for around 43% of 
total advertising revenues from major papers and over a third of 
total revenues.”11

In 1995, Craig Newmark launched a service that would change 
all that. craigslist was offered fi rst as a community site just in San 
Francisco, enabling people to post free ads for everything from 
home rentals to offers for the erotic. The site grew. Fast. It incorpo-
rated in 1999 and then expanded into nine U.S. cities in 2000, four 
more in 2001 and 2002, another fourteen in 2003. By the end of 
2006, there was a craigslist in more than four hundred cities around 
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the world,12 and overall page view growth was 195 percent that 
year. Today, it is the  ninth- most- visited site in the United States 
and managed largely by Jim Buckmaster.13

But though the site has spread broadly, in critical ways the site 
has never really changed. Its design is extremely simple, almost 
retro now. There are no fancy graphics, no Flash introduction. 
When you navigate to craigslist, you’re presented with a screen of 
blue text, each a link to a category holding the stuff that you might 
want. On the URL bar in your browser, the icon for the site is a 
peace sign.

Newmark originally launched his site “as a community ser-
vice.” Its success, at least so he believes, comes from the fact that 
“people can see that we actually do [provide a community service] 
and follow up on that.”14 The  follow- up is in form as well as sub-
stance. Again, the simplicity of the site speaks volumes. Users are 
reminded of an earlier, noncommercial Internet. That simplicity 
stands in sharp contrast to the molasseslike sophistication of most 
of the rest of the commercial Web.

Second, “99 percent of the site’s content is free.”15 This “free” 
reinforces the sense that people are exchanging information, or 
“bartering” information, in something other than a commercial 
economy. craigslist enables them to “share” information— wants or 
needs— as members of the craigslist community.

Third, craigslist reinforces that sense of community by shifting 
to the users a certain responsibility. The power to judge what con-
tent survives on craigslist is vested fi rst in the community. As New-
mark described it to me, “We’re saying, ‘Hey, if you see something 
that’s wrong, you can fl ag it, and if other people agree with you, 
it’s removed automatically.’ People respond real positively to being 
trusted.”
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But fourth, and most interesting for understanding this hybrid, 
not everything on craigslist is free. While the site has clearly 
 signaled— and said, again and again— that, as Craig Newmark 
told me, “we’re not out to make lots of money,” two classes of ads—
 ads for jobs in eleven cities and apartments in New York City— are 
not offered for free.16 From this income, the balance of the site is 
supported, and its founders profi t.

The community thus does not demand a  commerce- free zone. 
It does not require that its founders remain poor. At least so long as 
the demand remains modest, the community stays. And it stays even 
though the revenue to craigslist is quite substantial— “estimated at 
more than $20 million per year, with very healthy margins for this 
tiny private company.”17

Whether this “community site” really feels like a community is 
partially revealed by the sorts of things people think it is appropri-
ate to do, or talk about, on craigslist. Some of those things I can’t 
repeat in a book like this. But some plainly do signal something 
important about the sense people have of the craigslist community.

Take for example the site’s response to the Katrina disas-
ter. Immediately after Katrina hit, the users of the New Orleans 
craigslist took it over, in effect, and directed its attention to helping 
victims of Katrina cope with the disaster. As Newmark told me, 
“Survivors announced where they relocated to. Friends and fam-
ily asked people, ‘Hey, have you seen so and so?’ And then later, 
well actually, pretty soon, people started offering housing to survi-
vors. A couple days later, people started offering jobs to survivors.” 
Three days after Katrina hit New Orleans,

craigslist’s New Orleans page featured more than 2,500 offers 

from around the country for free housing for hurricane victims, 
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ranging from “Start a new life in South Carolina” to “Comfy 

couch in spacious NYC apartment.” . . . Never before has the Inter-

net played such a vital role in fi lling the information void follow-

ing a natural disaster.18

As the San Francisco Chronicle recounted:

The message is short. So short it would fi t on a postcard. It lin-

gers in cyberspace waiting for a response. “Family of 4 willing, 

wanting to help. Can drive to get you. Stay as long as you need to 

here in Albuquerque. God bless you. We care. Howard and Lisa 

Neil.” It is one of more than 2,000 classifi ed advertisements— and 

 counting— posted on craigslist, a network of online urban com-

munities, offering free, temporary housing to people who have 

lost their homes to Hurricane Katrina. . . . The listing can be found 

under a new category on the Web site— Katrina Relief— that also 

includes listings for relief resources, missing people, temporary 

jobs, missing pets, transportation and volunteers.19

The point in recounting this story is not so much to praise 
 craigslist (as if it needed more praise). It is instead to highlight what 
may already be obvious: craigslist’s standing as a “sharing economy” 
was refl ected in the fact that it was clear to everyone that that was 
the place to go to help survivors from Katrina. There were no doubt 
sites with a bigger presence. Wikipedia has more hits each day 
than craigslist. But the meaning of Wikipedia is not activism, it is 
knowledge. Yahoo! and Google both have a presence much bigger 
than craigslist or Wikipedia. But it would have been hard to gen-
erate the feeling that this was a community response by tying the 
activity to those commercial giants. And there’s no need to waste 

80706 i-xxiv 001-328 r4nk.indd   19080706 i-xxiv 001-328 r4nk.indd   190 8/12/08   1:55:40 AM8/12/08   1:55:40 AM



H Y B R I D  E C O N O M I E S 191

time explaining why people didn’t use the government’s Web sites 
to work this good, so pathetic is the government as an inspiration 
for community. We see how the community understands craigslist 
by watching how the community uses craigslist. And when emer-
gency help was needed, the obvious response was this simple site of 
community messages.

Of course, craigslist was not the only Internet response to 
Katrina. Neither was it the most important. David Geilhufe’s 
PeopleFinder Project probably earns that title; it was built exclu-
sively by volunteers in an extraordinary demonstration of a sharing 
economy that ultimately hosted more than 1 million  Katrina- related 
searches in the “immediate aftermath of the hurricane.”20 But Geil-
hufe’s success is not a complaint about craigslist. The signifi cance 
of craigslist was that it was the place to start. Its karma made this 
commercial entity enough of a community site so that it made sense 
to use it to help the victims of America’s most devastating natural 
(and then governmental) disaster.

It’s impossible to say how long craigslist can keep this karma. 
Knowing Newmark, I’d bet forever. But institutions change. And 
sometimes, institutions change people. The importance for our pur-
poses, however, is simply to suss out what makes the sharing salient 
in this commercial entity. Newmark’s is the hybrid to envy. His 
intuition of how best to maintain this community is pure gold.

Flickr
In the early 2000s, Stewart Butterfi eld and Caterina Fake decided 
they wanted to build a multiplayer game called Game Neverending. 
They failed. Flickr was the result of their failure (would that we all 
could “fail” so well). Realizing the code they had built would make 
a great  photo- sharing site, they launched the site in February 2004. 
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By September the site had over sixty thousand registered users. 
Six months later, that number topped four hundred thousand. In 
December 2006, fi ve million users were registered at Flickr.21

Theirs wasn’t the fi rst site to enable people to post pictures to 
the Internet. In 1999, Lisa Gansky and Kamran Mohsenin started 
Ofoto, an online photography service. Ofoto was acquired by 
Kodak in 2001. Kodak spent millions building Ofoto. But Kodak’s 
site was crassly commercial. Everything was about buying pho-
tographs, or buying albums, or buying  T- shirts with your photo-
graphs on them. The site encouraged community in just the sense 
that a Kodak store at the mall encouraged community.

This failure at Ofoto wasn’t for a lack of trying. I knew some of 
the team at that Berkeley  start- up. They got it. They worked hard 
to make Ofoto what it should be. But what it should be was resisted 
by the powers at Kodak. Kodak didn’t get community, even if its 
marketing department was good at producing sappy commercials 
that celebrated it.

Flickr was different. From day one, the aim was not to facili-
tate commerce. The aim was instead to build a community. People 
could easily share their photographs and get feedback from other 
photographers and friends. This is what distinguished the site from 
others. As Stewart Butterfi eld told me, at the time Flickr launched, 
“there really wasn’t a concept of public photos.”22 Flickr changed 
that. In the beginning “80 percent of the photos [were] public.” 
That meant that “there was a much bigger audience for the photos 
that were on Flickr.”

One way Flickr signaled the freedom to share was by explicitly 
incorporating tags that enabled people to say, “You’re free to share 
this work.” Those tags came in the form of Creative Commons 
licenses. (We’ll see more about Creative Commons in chapter 10.) 
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They signaled that Flickr’s lack of control over intellectual property 
was explicit: the users owned the IP. They were free to license as 
they wished. Flickr was keen to encourage the idea that it licensed 
to enable people to share.

This focus on sharing helped build a certain kind of community. 
Flickr quickly became part of the identity of Flickr users. As But-
terfi eld put it, “Netfl ix is an example of where I get the value out of 
other people’s recommendations . . . but it’s not part of my identity 
that I’m a Netfl ix user. [But] Flickr users actually have  meet- ups 
in Tehran and Kuala Lumpur and Manchester.” And community 
members do more than simply use the space that is provided for 
them. In a metaphorical sense, they pick up the trash. One of the 
keys to Flickr’s success was the fact that its members constantly 
policed the site against porn. Members can fl ag a photo as inappro-
priate. Pornography is quickly moved off the site. The same with 
reviews. As Butterfi eld told me, “People aren’t writing reviews just 
because they happen to like writing reviews.” They do it instead 
because they feel part of a community.

In March 2005 Flickr was acquired by Yahoo!. Its founders con-
tinued to work for the company. Characterizing their job, Butterfi eld 
told me, “In some sense we’re trustees or custodians . . . like a land 
trust that buys up wetlands.” For obviously, Yahoo! didn’t buy Flickr 
as a way to subsidize the sharing economy. Flickr instead was to be 
a model for the hybrid that Yahoo! intends to be. Yahoo! intends to 
profi t from this community of photo collaboration. So far, however, 
the company has been modest in its aspirations. Most revenue to 
Flickr comes from Flickr memberships— which give users “unlim-
ited storage, unlimited uploads, unlimited bandwidth, unlimited sets, 
personal archiving of  high- resolution original images,  ad- free brows-
ing and sharing.” Some revenue comes from partnerships with sites 
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that offer prints of Flickr photos. But so far the company leaves mil-
lions on the table. Butterfi eld recognizes this: “We have well over a 
billion page views a month now. That’s one of the biggest sites on the 
Internet. And if we just went for the maximum amount of graphi-
cal advertising . . . we’d make a lot more money.” But, as apparently 
Yahoo! also recognizes, “it just wouldn’t last for very long.” Respect-
ing the norms it understands its community to carry, Yahoo! thus 
continues to let the community live like a sharing economy, with small 
but increasingly signifi cant efforts to leverage something on top.

YouTube
In 2005, three early PayPal employees— Chad Hurley, Steve Chen, 
and Jawed Karim— started building a  video- sharing service for the 
Internet. They weren’t the fi rst. But they architected the best. Steve 
Chen told me, “The sort of initial acceleration for our growth came 
from the technology. We did some things right— namely, choosing 
Flash video as a delivery platform so you didn’t have to download 
anything. The video just plays in the browser.”23 By using Flash as 
the video format, they guaranteed that anyone with a (modern) 
Web browser could view the videos. (As Chen told me: “I always 
thought about the grandmother in the Midwest, if she came to a 
video site.”) Very quickly the service grew. Indeed, by the sum-
mer of 2006, YouTube was the world’s  fastest- growing Web site. 
Nielsen/NetRatings estimated traffi c was growing 75 percent per 
week in July 2006. One hundred million clips were viewed daily; 
 sixty- fi ve thousand were uploaded every hour. Users spent  twenty-
 eight minutes per visit on the site. In the United Kingdom the site 
quickly became the largest online video market.24 In 2007, YouTube 
was bought by Google— for a reported $1.65 billion.

So this success came fi rst from great code. But technology was not 
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everything. The balance was, as Chen put it to me, “the communi-
ty . . . the people’s relationship, their tie to,  user- generated content on 
YouTube.” This value came directly from the community. YouTube 
users select the content to be added. They make the content that gets 
added. Some of YouTube’s content is copyrighted material that the 
copyright owner didn’t upload. But if the top hundred videos is any 
indication, most of the most popular of YouTube’s content comes 
from users creating content that they then upload to YouTube’s site. 
The site has become a bizarre mix of the most bizarre video con-
tent. It has launched some stars, and some fanatics. (Wikipedia lists 
more than sixty YouTube creators who have become Internet phe-
nomena on the basis of their appearance in YouTube videos.)25 No 
site— ever— has more quickly become central to popular culture.

So why do people do it? What do they expect to gain from 
working so hard to make a couple of Stanford dropouts rich? Most, 
following Dan Bricklin’s insight, contribute as a  by- product to get-
ting what they want— a simple, cheap, and effective way to spread 
their video. YouTube, and the other  video- sharing sites, provide a 
service that even three years ago seemed unimaginably diffi cult: a 
network location that would deliver anyone’s video for free.

But some do much more than simply consume content. As 
with craigslist, the community of YouTube users helps police the 
YouTube content. Inappropriate content gets fl agged. Content vio-
lating the rules gets reported. Like neighbors in a  well- kept com-
munity, the users clean up after one another and take pride in the 
place they’ve helped build. The result is a space that is addictive as 
well as amazing. Its biggest draw, founder Chen told me, is

just the content itself. We see on our  top- viewed pages some of this 

content from [professional sites] versus some of this content from 
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user generated. They’re just married together, sitting side by side 

on all these “top browsed” lists. But some of this stuff was created 

with $500 of editing equipment and a lot of time spent on it ver-

sus, on the other end of the spectrum, probably millions of dollars 

to create this  fi fteen- second commercial.

“The very nature of UGC [ user- generated content] video sites, 
as well as their potential for fi nancial success and sustainability, 
relies on the effective leveraging of  Internet- based social network-
ing activities. In other words, the content must be shared in order to 
represent value.”26

Type 2 :  Collaboration Spaces
A collaboration space is different from a community space like 
Flickr or YouTube. Those participating in a collaboration space 
think their work is different. Or more accurately, at least some 
( signifi cant portion) of those on a collaboration space believe they 
are there to build something together. The community is visible. 
It’s the focus of the work. And the product of the participation is 
intended to be more valuable than the material they found when 
they came.

This collaboration can come in many forms. Consider a range 
of examples.

Declan
Declan McCullagh is a journalist. He began his career covering and 
protesting Internet censorship. In 1994, while a student at Carnegie 
Mellon in Pittsburgh, McCullagh began organizing against efforts 
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by CMU to “remove any Usenet newsgroup that had the word ‘sex’ 
or ‘erotica’ in the title.”27 That organizing took the form of an  e- mail 
mailing list, Fight Censorship. The mailing list had two channels. 
One was an announce list, which McCullagh published to, posting 
information about the fi ght against censorship. The second was a 
discussion list, on which individuals receiving the  e- mail could also 
post comments or replies to what they received. The traffi c from 
the second list was often overwhelming. That led most to stay on 
the announce list only.

Fight Censorship was soon renamed Politech, and its focus 
broadened to include the “growing intersection of law, culture, 
technology, politics, and law.”28 In the terms that I’ve used, Politech 
is a sharing economy. At least those in discussion space speak out 
and/or listen, constituting a community of common interest and, 
sometimes, common action. (I criticized [mildly] McCullagh in 
my fi rst book; the fl ames I got from McCullagh’s community were 
anything but mild.) The community in this sense is like hundreds 
of thousands that live in discussion spaces everywhere. Yahoo! has 
over 2,083,698 such groups.29 So too does Google. McCullagh’s is 
much smaller than those, but for a private (noncommercial) site, it 
is quite impressive: the list started with a couple hundred readers. It 
now boasts more than ten thousand subscribers.

But McCullagh has transformed this sharing economy into 
a hybrid. For in the time since CMU, he has become a profes-
sional journalist. His journalism is within the scope of the interests 
of Politech. Neither aggressively nor inappropriately, McCullagh 
uses the community he has built to better his journalism. As he 
explained to me: “Intentionally, I tried to create a community. I 
never really thought much about where it would end up. But I did 
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do things like that [from the start].” The reasons are not hard for a 
journalist to identify with. Said McCullagh,

This is a problem for journalists . . . because people read our arti-

cles but we don’t really have a community to talk to. We just get 

nastygrams from people who hate us, and we get nice notes from 

people who like us. But the process of being able to develop an 

article idea with some community input is very valuable. So you 

can throw out sort of  half- baked ideas on a mailing list, and then 

hone those into something that you can get paid to write a few 

days later.

When he was hired recently by CNET, he and his new employer 
agreed that he would get to keep his community and to feed it in 
the way its members had come to expect. Nothing confi dential 
would be shared, but the community could be drawn upon to help 
this journalist produce good work.

And not just good work. Politech members gather for dinners 
in big cities. McCullagh connects with them as he travels. The site 
thus spawned a community— and not just one community. As 
McCullagh told me as we ended our interview, “Oh, I should say: I 
met my wife through the list.”

Slashdot
Slashdot began in September 1997 as a Web site covering  technology-
 related news. Its angle, however, was a technology that enabled 
users to both comment upon the articles that got referenced, and 
comment upon the comments. The consequence of the second set 
of comments would be to fi lter out comments not thought useful. 
That meant the site could  self- edit, and hence present to any reader 
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a  high- quality public debate about issues important to the technol-
ogy community.

Today there are more than a quarter million people collaborat-
ing in just this way on Slashdot.30 Their work— work they don’t 
get paid for, don’t even get  frequent- fl ier miles for— produced a site 
worth millions of dollars. In 1999, Slashdot was sold to Andover
.net, and ads were added to the layout. So readers edit, and readers 
and Andover.net then profi t.

Collaboration here winnows a potentially endless array of com-
ments to a relative few that people reading the site would or should 
want to see. The site adds a kind of collaborative editing to a news 
page that is RW to the tradition of RO news. This collaboration 
produces a  high- quality RW site. Editing is value. This value is 
produced for free.

Last.fm
No doubt the industry that has squealed the most (think stuck 
pig) about the Internet is the traditional recording industry. As 
I’ve described, the Net competed (whether legally or not) with its 
model for profi ting from music. It fought hard to limit that compe-
tition. But not all in the music business have fought the Net. Some 
have tried to build upon its design, to enable collaboration among 
music fans. One great example of this technique is the site (recently 
acquired by CBS) called Last.fm.

Last.fm’s objective was to fi nd a way to map user preferences 
for music into an engine that might recommend music more intel-
ligently. Many have tried this. But Last.fm does it by a unique mix 
of community and technology. The technology watches what you 
listen to, “scrobbling” (meaning sending the name of the song 
you’re listening to) to an engine that then learns more about you 
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(and people like you). That engine then enables individuals to be 
linked with others. But not just anonymously. Instead, the technol-
ogy helps individuals link their own user pages with others, both 
friends and those within their musical “neighborhood.”

As Japanese venture capitalist (and Last.fm investor) Joi Ito 
described it to me,

The Last.fm community originally was, and may still be, revolv-

ing around the cleaning up of the data. So if you have titles of 

songs that are misspelled, or if you have an artist whose name is 

written differently in Japanese, there’s a whole community of peo-

ple who go in and fi x those ambiguities and fi x the data.

The contributions, however, are now much wider than some form 
of community editing. “There’s also a community around each of 
the bands where people talk. . . . There are discussion groups and 
people are contributing information. And by listening to a lot of the 
music, the users are creating profi les.”

Thus, simply by listening to music, members “generate value 
for the community.” Listening becomes a kind of advertising. Each 
song you listen to gets tagged as a song you listened to. It advertises 
the song. It cues others to your interest. But this advertising is sim-
ply conversation. Again, Ito: “What we’re currently doing in terms 
of  so- called advertising is really part of the conversation.” Volun-
teers converse. The product is a value to the company.

Microsoft
In an increasingly remote region of cyberspace called Usenet, a 
fanatically committed group of volunteers works to help people 
they’ve never met with computer problems. These problems might 

80706 i-xxiv 001-328 r4nk.indd   20080706 i-xxiv 001-328 r4nk.indd   200 8/12/08   1:55:43 AM8/12/08   1:55:43 AM



H Y B R I D  E C O N O M I E S 201

be simple. Some are quite complex. Yet these volunteers spend 
many hours helping these lost cybersouls fi nd digital salvation. In 
the particular space to which I am referring, there are over 2 mil-
lion contributors a year, with over forty thousand making more 
than  thirty- six contributions each per year, and about eight hun-
dred making contributions just about all the time.

The striking thing about this story is not that there are people 
helping other people. Nor is it that the people are helping people 
they’re never going to meet. It is instead that all this pro bono effort 
is devoted to a very peculiar end: that of making Microsoft’s cus-
tomers happier. For these volunteers live within Microsoft support 
“newsgroups.” They’re not paid by Microsoft. The vast majority 
are not even recognized by Microsoft. But they all work (and some 
work quite hard) to make Microsoft richer by solving its customers’ 
problems.

Microsoft knows this. In one of two buildings devoted to research, 
the chief of Microsoft’s Community Technologies Group, Marc 
Smith, leads a team carefully studying the behavior within these 
groups. The company has developed elaborate technologies to mea-
sure the “health” of these and other virtual communities, asking, 
for example: Is there enough balance to the contributions? and Are 
the contributors constructive or smothering? It is constantly refl ect-
ing upon the husbandry necessary to make these communities work 
better. Researchers study the interaction. They watch the pattern of 
communication. They try to learn what forms of interaction work.

The problem isn’t easy. There are scores of variables to consider. 
But the one variable that remains completely absent is money. Not 
because Microsoft is too poor to pay its help. Or because the commu-
nity is not creating important value for Microsoft. Money is absent 
because Smith doesn’t believe that “cash exchange for  community 
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support” helps. “There are numerous social benefi ts that amply 
incentivize contributions to communities,” Smith explains. Money 
isn’t one. Indeed, for the reasons we’ve discussed, money would 
probably hurt.

This is Microsoft building a hybrid economy. Volunteers living 
within what was once a pure sharing economy— Usenet— devote 
extraordinary time and effort to helping Microsoft users better use 
Microsoft products. Microsoft is not passive about this sharing. It 
cultivates it. It spends real resources to understand how to make it 
work for it, better. But the product is a  network- based community 
collaborating to make it easier to use Microsoft products.

Yahoo! Answers
Usenet is not the only forum for sharing information. Increasingly 
companies are building “answer sites” to encourage a wide range 
of questions that will encourage a rich and diverse community. In 
December 2005 Yahoo! followed the Usenet lead and launched a 
service called Yahoo! Answers.

The basic idea was simple enough: Millions of volunteers would 
spend their free time answering other people’s questions, for free. If mil-
lions did this long enough, and reliably enough, Yahoo! would profi t 
from it. Yahoo!’s aim was to become the hub of  community- based 
activity on the Web. The hottest answer site would be an important 
part of that hub. As described to me by Yahoo! founder Jerry Yang,

We’ve been at it for about a year and there are 75 million people 

a month participating either asking questions, answering ques-

tions, looking up answers. You know, some of it is silly, “Why is 

the sky blue?” Others are very technical questions or very special-

ized questions around taxes or profession. A lot of people saying, 

80706 i-xxiv 001-328 r4nk.indd   20280706 i-xxiv 001-328 r4nk.indd   202 8/12/08   1:55:44 AM8/12/08   1:55:44 AM



H Y B R I D  E C O N O M I E S 203

“I can’t get my Mac to work. What do I do?” And all of a sudden, 

you have this very natural human interaction of “I have a question 

and somebody out there must have an answer for this.” But you 

bring it on the Web and then you have a global community.31

As of April 14, 2008, the site contains 35,411,866 questions and 
35,411,851 answers.32

Again, why would anybody want to help Yahoo! like this? We’ve 
seen the answer before. They don’t do it to help Yahoo!. Some like 
to show others how smart they are. Some like to help. “Because they 
like to” is explanation enough for why people offer their expertise.

Yahoo! adds to these incentives, not with money, but by offering 
a point system to users. Users get one hundred points when they 
open an account. They get two points for every answer given, one 
point for every vote on an unresolved question, and ten points if 
their answer is selected as best. To ask a question costs fi ve points. If 
you delete an answer you posted, you lose the two points you got by 
posting it, and you lose ten points if a question or answer is deemed 
to violate the terms of service.33

But, as with Microsoft, money is not part of the equation. The 
incentives from a gamelike structure are enough; adding money 
would make this seem more like work. For the users, it isn’t meant 
to be work. Again, Yang: “I’m not sure we’ll just do, ‘Hey, you 
know what, if you answer a lot of questions, you’ll get paid.’ I think 
there is this fi ne balance between paying people versus people feel-
ing like there’s a noncommercial motive.”

Wikia
Wikipedia, as I described in the previous chapter, is a sharing econ-
omy. It has sworn off advertising as a way to raise money. This is no 
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idle resolve: as I’ve already mentioned, based on the traffi c Wikipe-
dia garners, it could earn over $100 million a year if it added adver-
tising to its site. Such is the opportunity of top ten Internet portals.

Wikia, another wiki site, was launched by Wikipedia founder 
Jimmy Wales. Its aim is not to build an encyclopedia. Rather, its 
aim is to be a “platform for developing and hosting  community-
 based wikis. Specifi cally, Wikia enables groups to share informa-
tion, news, stories, media and opinions that fall outside the scope 
of an encyclopedia. . . . Wikia is committed to openness, inviting 
anyone to contribute web content.”34 The site is enjoying the Jimmy 
Wales magic. With eight hundred thousand articles, it is actually 
growing faster than Wikipedia was at a comparable period.35

The site is already a treasury of human culture. Fans of televi-
sion shows detail facts about the shows. The Marvel Database Proj-
ect hopes to become “the largest, most reliable, and most  up- to- date 
encyclopedia about everything related to the Marvel/DC universe.” 
Football (meaning soccer) fans can build upon the “football wikia” 
for all topics related to football. Foodies can contribute to discus-
sions of food and recipes. All of this work— or better, this passion 
for these subjects— is offered for free. No one makes money on 
Wikia.

Except, of course, Wikia Inc. For unlike Wikipedia, Wikia does 
run ads. Unobtrusive, sometimes silly, but increasingly valuable for 
the site. Wikia offers its users a free platform to build a community. 
They do the building. That building is a complex process of col-
laboration. Wikia gets the advertising revenue.

This fact leads many to wonder how such a site can work. Don’t 
the builders of these wikis realize that Wikia could grow rich off 
of their creative work? The answer is yes, they do, but that doesn’t 
stop them from contributing. Just as a bowling alley does, Jimmy 

80706 i-xxiv 001-328 r4nk.indd   20480706 i-xxiv 001-328 r4nk.indd   204 8/12/08   1:55:45 AM8/12/08   1:55:45 AM



H Y B R I D  E C O N O M I E S 205

Wales explains, Wikia provides a context in which people get to 
do what they want. Like a bowling alley, people are happy if they 
get to do something they enjoy. No one begrudges the owner of a 
bowling alley his profi t. Wales believes no one will begrudge Wikia 
its profi t.

This is true, at least if certain other conditions remain true. 
There’s got to be competition among wiki sites that allows users 
to move as they want. And Wikia supports this competition by 
enabling users to move the content of the wiki elsewhere if they 
begin to fi nd the bowling alley no longer refl ects their values. Wales 
imagines a Wiki user reasoning:

“Look, we accept that you have ads because we know we need the 

infrastructure, but that’s not giving you carte blanche to basically 

slap way too much stuff all over the site.” And so that tension and 

the fact that communities are empowered to actually leave— they 

can take all their content and leave if we’re not making them 

happy— are really important.

There’s thus a social contract between the commercial and the shar-
ing. Upon that contract, the value in Wikia gets built.

Hybrid Hollywood
Perhaps the most interesting emerging (if slowly) example of collab-
orative hybrids comes from the least likely of sources: Hollywood. 
Increasingly, Hollywood is including the audience in the process of 
building, spreading, and remaking its product. That practice con-
stitutes a kind of hybrid.

The story is not always pretty. Progress has not always been 
smooth. Perhaps the best example of this struggle, producing in 
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the end real understanding, begins with a  home- schooled  fourteen-
 year- old named Heather Lawver.

In January 2000 Lawver started an online newspaper called 
The Daily Prophet. This was not a religious paper. It was instead 
an effort to explain and extend the story given to her generation 
by the extraordinary author J. K. Rowling. Every day for months, 
Heather would collect articles written by kids around the world 
about the Harry Potter saga. She would edit them and then publish 
them online.

As Henry Jenkins, perhaps the world’s leading scholar on the 
emerging RW creativity of the Net, notes, “Rowling and Scholastic, 
her publisher, had initially signaled their support for fan writers, 
stressing that storytelling encouraged kids to expand their imagi-
nations and empowered them to fi nd their voices as writers.”36 
In 2003 Rowling welcomed “the huge interest that her fans have 
in the series and the fact that it has led them to try their hand at 
writing.”37

But the instincts of a brilliant writer are not always the instincts 
of a media company. As Rowling’s success migrated from the 
printed page to a major Hollywood media company, Warner, the 
“control” over what was now Warner’s “property” shifted from 
a storyteller to a pack of lawyers. As Marc Brandon, the  twenty-
 something  Net- head Warner eventually brought in to deal with the 
problem they were about to create, explained, “Warner Bros. at the 
time . . . had never dealt with something the scale of a Harry Potter. 
Certainly not online.”38 So the company dealt with the Harry Pot-
ter questions in the way they had dealt with IP issues on the Inter-
net. As Jenkins describes: “The studio had a  long- standing practice 
of seeking out Web sites whose domain names used copyrighted 
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or trademarked phrases. . . . Warner felt it had a legal obligation to 
police sites that emerged around their properties.”39

“Police” in this context means fi ring off angry letters written 
by  entry- level lawyers who always wanted a gun, but instead were 
issued IBM Thinkpads.

Lawver learned of these threats in December 2000. They trans-
formed her into an activist. (Why? I asked her. “I think it just kind 
of came from a common sense point of view, and, also . . . I grew 
up in a household with three brothers, and they were all Weird Al 
fans. And so I was really familiar with his various battles against 
other artists.”)40 Two months later, she had organized a boycott of 
Harry Potter products. On February 22, 2001, the “Potter Wars” 
began.41

Lawver was the commander in chief. The teen debated Warner 
Bros. representatives on MSNBC’s Hardball with Chris Matthews.42 
Newspapers around the world started picking up on the fi ght.43 
“We weren’t disorganized little kids anymore. We had a public fol-
lowing and we had a petition with 1500 signatures in a matter of 
two weeks. They fi nally had to negotiate with us.”44

Lawver’s campaign of course leveraged the Net. Warner quickly 
became savvy in its strategy of intimidation. It avoided threatening 
Lawver directly; it hoped to avoid her following generally. But, as 
she told Jenkins,

They attacked a whole bunch of kids in Poland. . . . They went 

after the 12 and 15 year olds with the  rinky- dink sites. [But] 

they underestimated how interconnected our fandom was. They 

underestimated the fact that we knew those kids in Poland and 

we knew the  rinky- dink sites and we cared about them.45
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“If someone got threatened by Warner,” she explained to me, 
“they could come to us. And it got to the point where Warner Bros. 
was so afraid of me and my partner, Alastair Alexander, that if we 
sent them an  e- mail, most of the time the threatening would stop.” 
And “the most important” part of the story, “regardless of any legal 
impact it had,” was that after this battle, kids from around the world 
were fi ghting back. They were “fi ghting their own battles now, 
because they have the confi dence to do what they can.”

This was the part of the story that I had heard about. It was the 
part, in my perverse  yellow- journalism sense, I wanted Lawver to tell 
me more about. But to my surprise, and (eventual) delight, Lawver 
was not so interested in trashing Warner. Her real interest was in 
making me understand a different, less-reported part of the story.

For this was not simply a story of the big bad media company. 
It was also a story of a company coming to learn something about 
the digital age. As much as she was rightly proud of the movement 
that she had spearheaded, Lawver was also proud of the way she 
had helped Warner understand the  twenty- fi rst century. “We did 
a lot of educating,” she told me, “regarding where fans are going to 
take a stand and how much crap we’re going to take before we fi ght 
back.” More important, she pushed Warner to understand that fans 
were not a burden. “Warner Bros. [came to] . . . realize that, ‘Hey, 
these people are funding our franchise with their pocket money. 
We shouldn’t scare the living daylights out of them.’ ” Fans were, 
she explained to me, “a part of your marketing budget that you 
don’t have to pay for.”

Lawver’s story was confi rmed by Warner Bros. Marc Brandon, 
now a vice president at Warner, was the contact with whom Lawver 
worked. He saw the history much as she did. “There was a ‘bet-
ter safe than sorry’ approach” taken at the start, Brandon told me. 
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“Why don’t we do as we’ve always done with our trademarks, and 
pursue as much protection as is humanly possible?” The answer 
to this question was Lawver: she showed them why. And Brandon 
was quick to admit that “some mistakes were made.”

Very quickly, Brandon pushed Warner to “approach this from a 
practical point of view.” He said, “There’s a legal analysis that hap-
pens, but that was less of the discussion that occurred when this 
came up. It was more about how we can allow the fans to enjoy 
Warner Bros. properties online while still continu[ing] on with 
our interest as a company and a content creator.”

The studio thus “went through an interesting learning process” 
about “how to interact productively with the fans.” The “responses 
from the fan community,” Brandon explained, “drove [Warner] to 
reexamine our approach. The process there was not, ‘Well, let’s sit 
down and look at the law and fi gure out what we need to do.’ It was 
really more of a ‘how do we deal with this practically?’ ”

“Practically” meant deciding which kinds of uses Warner 
needed to control, and which kinds not. And that line was not 
strictly a commercial/noncommercial distinction. Porn and child 
exploitation were obviously out, whether commercial or not. But 
there was more. “Our main concern was taking the properties 
of the company and utilizing them for direct commercial activi-
ties, such as creating consumer products based on [Harry Pot-
ter properties]. . . . But there are other types of commercial uses 
that . . . we decided we could live with. . . . Some of those included 
banner advertising and affi liate programs.”

This was Lawver’s understanding of a fair deal as well:

Well, obviously, the line includes whether or not you’re trying to 

make money off of the franchise that someone else owns. That’s 
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the most important thing, because I do still respect Warner  Bros.’ 

right to say, “Hey, you can’t make money off of something that 

we created and we own the rights to.” So, that’s one of the biggest 

things we always tell the kids is that you can’t start a Harry Potter 

site and start confusing the fans and trying to get them to send 

you money. Making money off of it is an absolute  no- no.

But part of Lawver’s message to Warner was that the fans were 
where the money was. The consequence of (what the lawyers saw 
as) this “piracy” was, paradoxically, more money to the “victim.” 
So while “making money off of [Warner]” was “an absolute  no- no” 
for the fans, it was not a  no- no for Warner. Indeed, it was the argu-
ment advanced to Warner for why they should just lighten up.

Warner’s Brandon was not eager to frame it in just that way to 
me. He believed, as Lawver did, that “Warner Bros. has come to a 
place that is very positive and mutually benefi cial for, not only the 
company, but the fan base as well.” When I pushed him about the 
benefi t that Warner got, however— when I characterized it as more 
profi t to the company— he hesitated.

I think that, as a  by- product of that, you certainly get to a benefi t 

to both the fan and the company, and I think that that’s what’s 

important to Warner Bros. It’s not solely a commercial interest. 

It’s not an approach of, “Well, let’s use the fan so that we can make 

sure and make a lot of money.” That’s not the number one goal of 

the company.

I let it go. But the hesitation was revealing. What else is Warner 
supposed to do, except “make a lot of money”? Sure, it must do that in 
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a way that doesn’t offend its authors or its audience. But that’s to say, 
it should “make a lot of money” over the long run. The unwillingness 
even to acknowledge what at some level must be true reveals either 
a careful marketing sense or a discomfort with the future. Brandon 
had helped build a media hybrid. He hadn’t yet come to terms with 
just what that would mean for the company.

Warner had learned that being less restrictive with its intellec-
tual property strengthened fans’ loyalty to the brand and, hence, 
the return to its artists. Again, if that is true, then of course Warner 
should be less restrictive with its IP. And we all should be happy 
about this because (a) Warner’s artists succeed more, and (b) IP 
rights will restrict less. Or more precisely, because (b) IP rights are 
not restricting in ways that limit the freedom of kids without any 
benefi t to Warner artists. More freedom is good, especially when 
less freedom would help no one.

People still resist this idea, however, by saying that there’s some-
thing unseemly in Warner “exploiting” kids. But I don’t see it that 
way. Warner’s “exploitation” consists in giving kids more freedom 
than they otherwise would have, under the rights that the law 
legitimately grants to Warner. Perhaps you have quibbles with 
how broadly the law grants Warner rights. That’s a fair argument 
for Congress, but not a fair complaint against Warner. Warner is 
releasing rights given to it. Because of my (perhaps retrograde) 
views about corporations, I hope it is doing so because it helps it 
make money. And because of my (perhaps retrograde) views about 
transparency, I would hope we could praise it for doing what it does 
for the real reason it does it.

With this freedom (granted to the fan) comes a loss of control 
(by the company). Freedom will inspire a wider exposure of the 

80706 i-xxiv 001-328 r4nk.indd   21180706 i-xxiv 001-328 r4nk.indd   211 8/12/08   1:55:48 AM8/12/08   1:55:48 AM



R E M I X212

original content. But as Jenkins puts it, “it also threaten[s] the pro-
ducer’s ability to control public response.”46

Tapscott and Williams make the point more generally:

So here’s the prosumption [meaning PROfessional + conSUMER] 

dilemma: A company that gives its customers free reign to hack 

risks cannibalizing its business model and losing control of its 

platform. A company that fi ghts its users soils its reputation and 

shuts out a potentially valuable source of innovation.47

Yet at the same time, media companies, as well as businesses 
more generally, are recognizing that closer ties with the audience are 
the key to profi t in the era of the hybrid. As Jenkins writes, “Rather 
than talking about media producers and consumers as occupying 
separate roles, we might now see them as participants who inter-
act with each other according to a new set of rules that none of us 
fully understands.”48 Artists who get this are building “a more col-
laborative relationship with their consumers.”49 And “in the future,” 
Jenkins argues, quoting cultural anthropologist Grant McCracken, 
“media producers must accommodate consumer demands to partici-
pate or they will run the risk of losing the most active and passionate 
consumers to some other media interest that is more tolerant.”50

Harry Potter, of course, is not the only example of Hollywood 
leaving the twentieth century. Practically every major franchise of 
content is coming to understand the value of the community of fans 
who work (for free) to promote their content. My favorite example 
is the fandom surrounding the series Lost. Lost is currently in its 
fourth season, but it has already become “a model for a new media 
age,” as the Los Angeles Times put it.51 The show has encouraged a 
wide range of unregulated fan sites— including the wiki Lostpedia 
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and many more sites on Wikia, as well as twenty other platforms 
whose content can be accessed and shared. These sites help view-
ers understand and keep up with the show. They give fans a place 
to explore and add to their obsessive understanding of the detail 
of the show. And by being free with the content, Lost producers 
Damon Lindelof and Carlton Cuse can avoid their “biggest worry”: 
“losing viewers who skip one episode and don’t return because they 
become intimidated by the revealing fl ashback they missed or the 
complex plot’s twists and turns.”52

Thus, ABC is using a sharing economy to drive interest and eye-
balls to commercial product. How long this model can be sustained 
no one knows. As Lindelof said: “We’re exploring a new frontier 
here. . . . So it’s best to see what it is fi rst, as opposed to everybody 
walking up to the cash register and saying, ‘Pay me, and then we’ll 
do the exploring.’ ”53

Type 3 :  Communit ies
I’ve described community spaces and collaboration spaces, intend-
ing the word “spaces” to reduce a bit the grandness of these other, 
big words. One might call Dogster a community. In a sense it is. 
But the range of life lived in Dogster is much narrower (one hopes) 
than the range of life in a typical community.

Yet there are spaces on the Net that aspire to be more than 
 community spaces. And some of these spaces do deserve the moni-
ker “community” without any qualifi ers. For  old- timers, perhaps 
the fi rst (and maybe the best) such space was a community called 
the Well. But for the generation that knows the Net right now, the 
most interesting examples of hybrid communities are virtual spaces 
like Second Life.
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Second Life
Think of Second Life as a world that a character you create gets to 
travel to. Once in that world, the character gets to do just about any-
thing. The character (or, forgive me, but better, “you”) can hang out 
with others. Buy some designer clothes. Create a new kind of motorcy-
cle. Buy some land to build a house. Grow fl owers. Basically anything 
you can do in real life, you can do in Second Life, so long as you’ll let 
the word “virtually” attach to much of what you do. You can have a 
long conversation with someone you met in a virtual hot tub. You can 
explore the extraordinary virtual worlds that others have built. You 
can build an extraordinary virtual world that others can explore.

Of course, there’s nothing about virtual worlds that makes people 
more virtuous. So as well as all these things that we’d be proud to tell 
our parents about (or happy our kids did), there is lots that happens 
in Second Life that we’d never tell anyone about, or that we might 
wish our kids would never do. Sex is the organizing term for this 
set of stuff. Second Life has lots of virtual sex. Some you might have 
no problem with— consenting virtual adults, and all that. Some you 
might have lots of trouble with— consenting virtual adulterers. But 
some you might wonder whether you should have any problem with: 
Would you be happier if your son was experimenting with real space? 
Would it be better if your roaming spouse was meeting someone at 
a bathhouse? Sure, the virtual both creates and satisfi es demand. 
Maybe without Second Life, your spouse wouldn’t wander at all.

People doing what they want to do doesn’t on its own create 
a sharing economy, any more than the passengers on an Airbus 
310 constitute a sharing economy simply because they all happen 
to want to fl y to Canada. Second Life, like Vegas, gives people a 
chance to do something they want to do. And people spend hun-
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dreds of hours doing that. But much of the stuff that members of 
Second Life do is stuff that builds value for Second Life. Linden 
Lab, the creator of Second Life, has built a “ ‘product’ that invites 
and enables customers to collaborate and add value on a massive 
scale.”54 The members do this with one another (mainly) for free; 
the product of what they do for free is a much richer, more interest-
ing virtual world for Linden Lab to sell membership to.

We can measure the community here by mapping the range of 
public goods (meaning goods which everyone in the community 
gets to share) that community members create.

First, Second Lifers contribute the good of help. A signifi cant 
percentage of Second Lifers hang about, trying to help newbies as 
they learn the ropes. As the chief Second Lifer (i.e., the Boss), Philip 
Rosedale, described to me,

Second Life is a daunting environment because, obviously, it’s so 

rich with capability. And, so, as a new user to it, you are bound to 

be frightened, confused by, or frustrated in your attempts to do 

pretty much anything that you’re trying to do. And, I think what 

has come of that has been quite interesting.55

For, he continued:

Once you have fi gured out how Second Life really works, what tends 

to happen is you then have a kind of currency that you can freely give, 

which is your advice and explanation of how things work. And, I 

think that that behavior is so prevalent. It’s so pleasurable to tell a new 

person what to do, and they get so much from it, as well, and are so 

thankful and then you just have that natural, I don’t know . . . I think 

there’s a natural pleasure that we take as humans in being able to help 
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somebody else that, I would say, that the general idea of helping each 

other in the environment is a very strong one, and you see, nowadays, 

you see numerous cases of that happening in a way that doesn’t . . . isn’t 

really, I suppose, economically rational at a tactical scale.

So does that mean Second Life was constructed to create this kind 
of community? “No,” Rosedale said with some resignation. “I don’t 
think we’ve explicitly tried to make things hard in Second Life. I 
think we managed to accidentally do that pretty well.”

Second, Second Lifers contribute the gift of beauty. Like people 
in a  well- kept neighborhood, Second Lifers spend endless hours 
making their property beautiful. Not just to make it salable, but 
also to make the neighborhood more attractive. They build new 
designs; they add painted posters or images; they craft gardens, or 
parks where people can meet.

Third, Second Lifers contribute code. According to the com-
pany, some 15 percent write “scripts” in Second Life, meaning the 
code that builds things or places that others can see. A signifi cant 
portion of those code writers— at least 30 percent—make their 
code free for others to share.

Fourth, Second Lifers have built institutions that make Second 
Life work better. One member, for example, Zarf Vantongerloo, 
decided Second Life needed a way to authenticate statements or 
promises (as in contracts). Using encryption technology, Zarf built 
a Notary (“Nota Bene” in a land called “Thyris”). When a person 
signs the document, the Nota Bene adds a cryptographic signa-
ture which verifi es both that the signature of the parties is genuine 
and that the text on the document hasn’t been changed since it was 
signed. The program is  open- source, and uses  open- source encryp-
tion routines (providing a way for people to trust that the program 
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does what it says it does). The code thus adds a bit of confi dence into 
the system, one “baby step” to better governance, as Zarf put it.56

Finally, Second Lifers struggle through acts of  self- governance. 
The city of Neualtenburg (literally,  New- Old- City) is an example of 
this. Neualtenburg describes itself as a “ one- of- a- kind  self- governed 
community, whose purpose is to (1) enable group ownership of 
 high- quality public and private land; (2) create a themed yet expres-
sive community of  one- of- a- kind builds; and (3) implement demo-
cratic forms of self government within Second Life.”57

The city builds this community through a mix of architecture, 
culture, law, and politics. Unlike most spaces in Second Life, the 
design of Neualtenburg resembles a medieval Bavarian city—
 wandering, organic, nonrectangular. The city is designed to be a 
“nexus for progressive social experimentation . . . including modern 
art . . . political organizations . . . and education.” And the city was 
the fi rst “democratic republic” built within Second Life. It has a 
nonprofi t land cooperative; it has offered the fi rst “ well- defi ned 
investment bonds”; and it has Second Life’s fi rst and only constitu-
tion. In addition, the government offers  well- defi ned and binding 
land deeds and covenants, and a  virtual- world legal system.

These are all the sorts of things that members of any community 
do. They all create a kind of value that more than the creator gets to 
share. And as with any community, the more people contribute, and 
see others contribute, the richer everyone feels. Indeed, for many, the 
richness of the life they know in Second Life exceeds the richness of 
the life they can live in real life. As Sherry Turkle reported from one 
user of a different but related world more than a decade ago,

I split my mind. I’m getting better at it. I can see myself as being two 

or three or more. And I just turn on one part of my mind and then 
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another when I go from window to window. I’m in some kind of 

argument in one window and trying to come on to a girl in a MUD 

in another, and another window might be running a spreadsheet 

program or some other technical thing for school. . . . And then I’ll 

get a  real- time message [that fl ashes on the screen as soon as it is 

sent from another system user], and I guess that’s RL [real life]. It’s 

just one more window . . . and it’s not usually my best one.58

Second Life is of course not the only virtual place in which peo-
ple build this sort of community. Many (perhaps most) of the most 
interesting virtual games have this component built in. Japanese 
entrepreneur and venture capitalist (and gamer) Joi Ito describes 
the community in perhaps the Net’s most popular game, World of 
Warcraft: “[T]he game emphasizes the necessity for a group. As 
an individual, you realize that the only way that you could create 
a group is by sharing and by being friendly.” This is a lesson espe-
cially important for kids.

So a lot of times when young kids start playing World of Warcraft, in 

the beginning they’re very greedy. They look at it as a game and they 

don’t look at these other people inside of this game as real people. 

They will do something stupid in the middle of a raid, or they’ll go 

off and leave the game without saying anything, and do something 

that will cause him to be mean, so . . . they realize that they quickly 

lose their community. Once you lose your community, you’re unable 

to then go off and even set foot inside of certain dungeons and things 

like that without the right kind of . . . without a group.

The game thus “pushes you to help each other. . . . It is very diffi cult 
to play by yourself, and being nice to people and gaining friend-
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ship is rewarded.” The design thickens the community as a way to 
improve the play of the game.

Around these sharing economies, companies like Second Life 
build business. They thus try to extract profi ts from the sharing of 
others. And again, in my (what to some seems) Neanderthal view, 
this search for profi ts is to be praised. Of course, everyone should 
understand just what’s happening. Transparency is key. But assum-
ing this understanding, the success of the company means a greater 
opportunity for community by the members. There may be squab-
bles about the terms: Should it be cheaper? Should the company 
make more? But the structure of the deal is not a mystery. Linden 
Lab will, if successful, make money by giving its customers just 
what they want: more than just a service, an experience that gives 
at least some of the rewards of any sharing economy.

So far, the description of this hybrid has been at the content 
layer of Second Life. In 2007 Linden Lab took one further step 
down the hybrid path, by “ open- sourcing” the client with which 
one interacts with Second Life. The code for that client was placed 
under the Free Software Foundation’s General Public License 
(GPL), meaning the source was free for anyone to tinker with, and 
modifi cations of the source when distributed had to be distributed 
openly as well.

Rosedale’s motivations for this change are mixed. One part is 
the belief in his company, and the belief that it should grow as fast 
as possible. Second Life makes people better; Second Life should 
therefore grow as quickly as possible.

And, it just seemed that, if your mission as a company is to grow as 

quickly as you can, which very much is our mission, not just from 

the “make money” perspective but actually, I think, primarily from 
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the perspective, which I’ve talked about in our blog quite a bit, we 

broadly believe that this is a force for good. That as  people use Sec-

ond Life it is a statistical improver in one’s quality of life. And, if 

that’s true, then we should allow it to grow as quickly as people 

want it to, and we should criticize ourselves if there’s a moment at 

which we maximize revenue at the cost of growth or maintain some 

degree of control that, if we had given it up, would have caused this 

thing to grow faster. So, we made the decision to  open- source.

Second, the decision was driven by the recognition of how much 
value Linden Lab might leverage from its community:

And, so, we went ahead and put the pieces in place, but the core belief 

was that there were— we only have about thirty principal developers 

at this point— and the belief was that there would be hundreds if 

not thousands of people who would be willing to contribute develop-

ment time and that it would therefore be unprincipled of us not to 

allow those people to do so. So, that’s what we’re trying to do. And, 

the early results, as you probably know, are quite positive. We’re get-

ting patched submissions now every day that we’re folding into the 

code. . . . I don’t think we’ve had enough time beyond the release yet 

of the source code to characterize how many additional virtual devel-

opers we have, but it’s already more than a few.

So in the end, Second Life will have given away the copyright 
to the creativity built in the game, and it will have opened the cli-
ent and servers to the free sharing of a GPL’d software project. In 
short, it will have taken just about all its assets and freed them to 
the community. And from these gifts, it expects to inspire a creativ-
ity that will make the platform extraordinarily valuable.
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It’s been about seventeen years since the World Wide Web became 
more than a dream of Tim  Berners- Lee. As it has seeped into our 
veins, it has changed how we interact. More of us do things for 
other people, even if we do it because it is fun. More businesses fi nd 
ways to do things for us, because doing so is more profi table for 
them. And more are experimenting with ways to build value by 
working with a community— commercial economies leveraging 
sharing economies to produce hybrids.

What has driven companies to the hybrid experiment? The 
answer is the same as it always has been, within competitive mar-
kets at least: the recognition of success. Companies see the hybrid 
as a model of success, not as a compromise of profi t. Tapscott and 
Williams summarize the lesson for companies building a hybrid 
consistent with the principles of “wikinomics” (openness, peering, 
sharing, and acting globally):59

What was the difference [between successful business and not]? 

The losers launched Web sites. The winners launched vibrant 

communities. The losers built walled gardens. The winners built 

public squares. The losers innovated internally. The winners inno-

vated with their users. The losers jealously guarded their data and 

software interface. The winners shared them with everyone.60

Hybrids are also a model for getting others to innovate in ways that 
benefi t the company. Tapscott and Williams quote Technorati’s 
Tantek Çelik: “It comes down to a question of limited time and, 
frankly, limited creativity. No matter how smart you are, and no 
matter how hard you work, three or four people in a  start- up— or 
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even small companies with thirty people— can only come up with 
so many great ideas.61

Recognition alone is not enough. Remaining is the hard  problem 
of building the community to support the hybrid. So how does 
community get built?

The answer is: explicitly and upfront. “You have to design with 
the community in mind,” Jerry Yang said. “It’s very hard to do . . . as 
an afterthought. . . . Community has to be part of the product.”

But communities can’t simply be called into life. Instead, they 
have emerged through a number of stages. “The fi rst couple ele-
ments,” Yang told me, were when “the users created content and 
the users distributed content.” But that alone could not sustain a 
community. “Really critical for a sustainable kind of community,” 
Yang said, “is the community themselves as editors— both as to 
quality and for the community to continue to have its identity.” 
These together meant the community was more than a bus stop (a 
place convenient for people to hang out on their way to doing what 
they wanted to do). Instead, it was a place where the members felt 
a kind of ownership. And that pride of ownership meant they took 
steps to improve what they found.

The real challenge, however, comes now, as these online com-
munities begin to offer more. As Yang put it, “People are starting to 
really put the economic element in. . . . [They are] starting to make 
money from this community, whether it is printing calendars or 
doing albums or whatever.”

How this gets done well is not something even Yang fully sees 
yet. “There’s no science in this . . . there’s still a lot of art.”

You know, the community will give you a certain latitude for 

facilitating a commercial business, but they ultimately have to 
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feel like they’re the ones that are part of the economy and not you. 

So you have to fi nd a way to balance out the value that you as a 

platform for that community are adding versus the ability for the 

community to benefi t from that economy.

“The goal is to make people feel like there are real social benefi ts 
and economic benefi ts for them to invest in this platform.” And in 
an analogy that we will return to at the end of the book, Yang con-
tinued: “It’s not unlike running a government where you’re charg-
ing for certain basic services. If you overcharge, people feel like 
they’re overtaxed, and if you don’t charge enough then you don’t 
provide enough services. So it’s always a balancing act.”

To say that community is important— or in the terms I’ve been 
suggesting, to say the “sharing economy” is important— is obviously 
not to say community alone is enough. Nor is it even to say that among 
all the factors of success, community is the most important thing. As 
perhaps the Net’s most famous publisher, Tim O’Reilly, put it,

You get your initial enthusiasm from people who are your pas-

sionate, inner core. And you want to build a system that lets them 

become passionate, become connected, have this personal connec-

tion to you and what you do. But, to get beyond that, you have to 

build a system in which people participate without knowing that 

they participate. That’s where the power comes.62

For, O’Reilly put it, the most powerful architecture and participa-
tion don’t rely on volunteerism.

They don’t rely on people explicitly being part of a community 

or knowing who’s in the community. . . . [T]he Web is like that. 
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It’s this brilliant architecture where everybody puts up their own 

Web site for their own reasons, links to other people for their own 

reasons, and yet, there is a creation of shared value.

O’Reilly points to YouTube as an example. YouTube’s success, he 
argues (agreeing again with Chen), came not from the  rah- rah of 
the community activism. Its success came instead from great code: 
YouTube’s success, O’Reilly explained to me,

wasn’t because [people] thought it was cool. It was because YouTube 

fi gured out better how to make it viral. Viral is about making it serve 

the people’s own interest, so that they’re participating without think-

ing that they’re participating. Google said, “Upload your video here 

and we’ll host it,” and YouTube with their Flash player said, “Either 

put this video on your site or we’ll host it anyway.” So you get to share 

the video without any of the costs and with  no- muss- no- fuss.

“People aren’t thinking,” he continued, “that they are donating to 
YouTube. They’re actually thinking, ‘Wow! I’m getting a free ser-
vice from YouTube.’ ”

O’Reilly’s point is a good one. It builds directly on Bricklin’s. You 
create value by giving people what they want; you create good by 
designing what you’re offering so that people getting what they want 
also give something back to the community. No one builds hybrids 
on community sacrifi ce. Their value comes from giving members of 
the community what they want in a way that also gives the commu-
nity something it needs. The old part in this story is that in a compet-
itive market, success comes from satisfying customers’ demands. The 
new part is to recognize a wider range of wants, some  me- motivated, 
some  thee- motivated, and the way technology can help serve them.
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ECONOMY LESSONS

When commercial and sharing economies interact, they pro-
duce the hybrid. How they sustain a hybrid successfully is a 

harder question. We’ve not yet seen enough to say anything conclu-
sive. We have seen enough to describe a few important lessons.

Parallel Economies Are Possible

The simplest but perhaps most important conclusion is that parallel 
economies are possible. Work successfully licensed in a commercial 
economy can also be freely available in a sharing economy. If this 
weren’t true, then there would be no commercial record industry 
at all: despite the war on fi le sharing, practically every bit of com-
mercially available music is also available illegally on p2p networks; 
this “sharing” has not been stanched by either the war against it 
waged by the recording industry, or the Supreme Court’s declaring 
the practice illegal.1

Yet despite this massive sharing, according to the recording 
 industry’s own statistics, sales of music have declined by 21 percent.2 
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If parallel economies were not possible, that 21 percent would be 100 
percent.

Voluntary parallel economies are also possible and often profi t-
able. When labels discovered artists in ccMixter and then signed 
them to record deals or contracts, the work the artist had freely 
licensed continued to be free. Indeed, sometimes the very same 
song was licensed both commercially and noncommercially. This 
helped the commercial. More artists and record companies will do 
the same in the future.

Tools Help Signal Which Economy 
a Creator Creates For

As creators choose between these two economies, the market has 
developed— free of government intervention— tools to signal which 
economy they intend to be a part of. When they want to be part of 
the commercial economy exclusively, they have associated with the 
traditional representatives. The RIAA, for example, speaks well for 
those artists who want their art distributed according to the rules 
of a commercial market only. “All Rights Reserved” is the famil-
iar refrain. “Don’t share” is the unfortunately familiar slogan. But 
when artists want to create for the sharing economy, increasingly 
they use signs that mark them as members of this economy. Tools 
such as the Creative Commons “Noncommercial” license enable an 
artist to say “take and share my work freely. Let it become part of 
the sharing economy. But if you want to carry this work over to the 
commercial economy, you must ask me fi rst. Depending upon the 
offer, I may or may not say yes.”3

This sort of signal encourages others to participate in the shar-
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ing economy, giving them confi dence that their gift won’t be used 
for purposes inconsistent with the gift. It thus encourages this sort 
of gift economy— not by belittling or denigrating the commer-
cial economy, but simply by recognizing the obvious: that humans 
act for different motives, and the motive to give deserves as much 
respect as the motive to get.

Crossovers Are Growing

As the second lesson suggests, nothing bans crossovers. There’s 
nothing wrong, for example, with an artist who created something 
she offered the sharing economy for free then taking that creative 
work and selling it to NBC or Warner Bros. Records. Indeed, this 
happens all the time in the world of  CC- licensed work. Because 
economies can be parallel, many participants have discovered that 
playing in one economy does not disqualify you in the other.

In 2005, for example, a Los Angeles–based comedy collective 
called Lonely Island was trying— like many such collectives— to 
get discovered. It posted all its material to the Web with a Creative 
Commons license, enabling others to share its work and remix its 
work, so long as they gave credit back to Lonely Island. For example, 
the collective shot a pilot for Fox called Awesometown. Fox rejected 
it, but Lonely Island posted the pilot in full on the Web under a CC 
license. The collective used the license both to encourage the spread 
of its work and, as its members commented in an interview, to “pro-
tect ourselves and our fans. That’s what sold us on it. It lets everyone 
know that they are free to share and remix our stuff, all the rules 
are right there— they don’t even need to ask permission.”4

Someone at Saturday Night Live saw the group’s work and loved 
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it. In the fall of 2005, one member of the collective joined SNL as a 
cast member; the other two joined as writers. Their work continues 
to be available under the CC license. But the licenses also helped 
them cross over to a commercial economy.

Strong Incentives Will Increasingly Drive 
Commercial Entities to Hybrids

Their rhetoric notwithstanding, hybrids are in it for the money. 
Commercial entities leveraging sharing economies do so because 
they believe their product or service will be more valuable if lever-
aged. And sharing economies that bring commerce into the mix do 
so because they believe revenues will increase. The hybrid is a way 
to produce value. If it doesn’t, it shouldn’t be a hybrid.

The hybrid produces value in part by freely revealing informa-
tion. By its nature, a hybrid can’t control exclusively the knowledge 
or practice of the sharing economy it builds upon. The design thus 
leaves the door open on its research or development. The company 
simply gives this asset away.

Some are puzzled by the idea that giving something away 
might be a strategy for making more money. Indeed, our intellec-
tual biases about concepts like property lead us almost naturally to 
believe that the best strategy to produce wealth is to maximize con-
trol over the assets we have, including (and most important here) 
 intellectual- property assets.

If you fi nd yourself attracted to this view, then you should sur-
vey an increasingly signifi cant fi eld of writing about the opposite 
strategy, used voluntarily by those seeking the same end: wealth. 
As Eric von Hippel describes, “Innovations developed at private 
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cost are often revealed freely, and this behavior makes economic 
sense for participants under commonly encountered conditions.”5 
For example, “after the expiration of the Watt patent, an engineer 
named Richard Trevithick developed a new type of  high- pressure 
engine in 1812. Instead of patenting his invention, he made his 
design available to all for use without charge.”6 The work spread to 
be foundational in the fi eld. Von Hippel’s work provides a host of 
modern examples that follow the same strategy.

These innovators reveal not as an act of charity, but as a strat-
egy to better returns. “Active efforts to diffuse information about 
their innovations suggest that there are positive, private rewards to 
be obtained from free revealing.”7 Put differently, intentional “spill-
overs” of information may often benefi t both the public and the pri-
vate entity making the spillover.

Again, to many, this may feel counterintuitive. Economics 
teaches us that a spillover (meaning a resource that is made available 
to entities that didn’t contribute to its production) is an externality 
(albeit, a positive externality). Externalities, the lesson goes, should 
be “internalized.” Whether it is positive (think: beautiful music) or 
negative (think: pollution), the person creating the spillover should 
pay for it— whether positively (by cleaning up the pollution), or 
negatively (by collecting some reward for the good produced to the 
public). As von Hippel writes,

The “private investment model” of innovation assumes that inno-

vation will be supported by private investment if and as innova-

tors can make attractive profi ts from doing so. In this model, any 

free revealing or uncompensated “spillover” or proprietary knowl-

edge developed by private investment will reduce the innovator’s 

profi ts. It is therefore assumed that innovators will strive to avoid 
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spillovers of  innovation- related information. From the perspec-

tive of this model, then, free revealing is a major surprise: it seems 

to make no sense that innovators would intentionally give away 

information for free that they had invested money to develop.8

But in fact, historically, spillovers have produced great value to 
society. William Baumol estimates that “the spillovers of innova-
tion, both direct and indirect, can be estimated to constitute well 
over half of current GDP— and it can even be argued that this is 
a very conservative fi gure.”9 The Internet is the simplest example: 
the “inventors” of the Internet captured a tiny fraction of its value; 
the spillover has been critical to most economic growth in America 
over the past fi fteen years.

That good is enjoyed not just by the society. Instead, it is also 
often (though certainly not always) enjoyed by the person revealing 
the information. Describing authors of  open- source software, for 
example, von Hippel writes,

[If] they freely reveal, others can debug and improve upon the 

modules they have contributed, to everyone’s benefi t. They are 

also motivated to have their improvement incorporated into the 

standard version of the open source software that is generally dis-

tributed by the volunteer open source user organization, because 

it will then be updated and maintained without further effort on 

the innovator’s part.10

These considerations lead many to conclude, with Baumol, 
that “despite the substantial spillovers (externalities) of innovation, 
expenditure on R&D in the  free- market economies may neverthe-
less be quite effi cient.”11 Put differently, of all the problems we need 
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to solve, eliminating positive externalities should perhaps be quite 
low on our list.

So when does it make sense to reveal information in order to 
build a hybrid? One factor is the heterogeneity of the customers. 
“Data are still scanty,” von Hippel writes, “but high heterogeneity 
[or diversity] of need is a very straightforward explanation for why 
there is so much customization by users: many users have ‘custom’ 
needs for products and services.”12 Another factor is the feedback 
companies get from this kind of collaborative innovation. Again, 
von Hippel: “the commercial attractiveness of innovations devel-
oped by users increased along with the strength of those users’ lead 
user characteristics.”13 Encouraging these “lead users” to innovate is 
thus a powerful way to push innovation at the fi rm.14

While hybrids will increase with the spread of the Net, I am 
not describing some special rule of economics that lives just in the 
virtual world. Indeed, to the extent that the hybrid is spreading the 
right to innovate, the dynamic is again following the very old prin-
ciple I described above: shifting innovation out of the core of the 
corporation where transaction costs permit.

The hybrid teaches us that this strategy will increase as technologies 
for reducing transaction costs proliferate. And conversely, it would be 
checked by changes that increase the transaction costs of the hybrid.

Perceptions of Fairness Will in Part Mediate 
the Hybrid Relationship Between Sharing 

and Commercial Economies

We are not far into the history of these hybrid economies. And 
early enthusiasm will no doubt soon give way to a more measured, 
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perhaps skeptical view. Those contributing to the sharing economy 
within a hybrid will increasingly wonder about this world where 
their free work gets exploited by someone else. Should they be 
paid? How long will these hybrids last?

Some fear it won’t last long. At a conference in San Francisco, 
Rich Green, an executive vice president for software at Sun, expressed 
doubt. “It really is a worrisome social artifact,” Green said. “I think 
in the long term that this . . . [is] not sustainable. We are looking very 
closely at compensating people for the work that they do.”15

But as we’ve seen, simply compensating people is not necessarily 
a solution. The ethic of a sharing economy and that of a commercial 
economy are different. Were the work of these volunteers plainly 
part of the commercial economy, then the answer would be easy: of 
course, they should be paid; and unless they are paid, they will stop 
the work. And were the work of the volunteers plainly part of the 
sharing economy, then the answer would be easy as well: you no 
more pay volunteers than you (should) pay for sex.

If the work of these volunteers is part of a hybrid, however, we 
don’t yet have a clear answer to this question. If the hybrid feels 
too commercial, that saps the eagerness of the volunteers to work. 
Brewster Kahle founded the nonprofi t Internet Archive after prof-
iting from many commercial enterprises, as he told me: “If you 
feel like you are working for the man and not getting paid, vis-
ceral reactions will come up. . . . People have no problem being in 
the gift economy. But when it blurs into the  for- pay commodity 
economy . . . people have a ‘jerk reaction.’ ” A “jerk reaction”: the 
feeling that they, the volunteers, are jerks for giving something to 
“the man” for free. No sense could be more poisonous to the hybrid 
economy, yet like it or not, the skepticism is growing. Said Om 
Malik, founder of GigaOmniMedia:
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I wondered out loud if this culture of participation was seem-

ingly help[ing] build business on our collective backs. So if we tag, 

bookmark, or share, and help del.icio.us or Technorati or Yahoo 

become better commercial entities, aren’t we seemingly commod-

itizing our most valuable asset— time? We become the outsourced 

workforce, the collective, though it is still unclear what is the  pay-

 off. While we may (or may not) gain something from the collec-

tive efforts, the odds are whatever “the collective efforts” are, they 

are going to boost the economic value of those entities. Will we 

share in their upside? Not likely!16

Anil Dash, a vice president with Six Apart, posed this question 
more directly: “Should Flickr compensate the creators of the most 
popular pictures on its site?”17 Tapscott and Williams describe the 
reply by Caterina Fake, cofounder of Flickr:

[T]here are systems of value other than, or in addition to, 

money, that are very important to people: connecting with other 

people, creating an online identity, expressing oneself— and, not 

least, garnering other people’s attention. She continued on, saying 

that the Web— indeed the world— would be a much poorer place 

without the collective generosity of its contributors. The culture of 

generosity is the very backbone of the Internet.18

It is hard for many to see how a “culture of generosity” can coex-
ist with an ethic of profi t. The slogan “You be generous, and I make 
money” seems like a nonstarter. And so increasingly, we must ask 
how these different norms might be made to coexist. Jeff Jarvis, 
journalist and blogger, suggests companies “pay dividends back to 
[the] crowd” and avoid trying too hard “to control [the gathered] 
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wisdom, and limit its use and the sharing of it.”19 Tapscott and Wil-
liams make the same recommendation: “platforms for participation 
will only remain viable for as long as all the stakeholders are ade-
quately and appropriately compensated for their  contributions—
 don’t expect a free ride forever.”20

The key word here is “appropriately.” Obviously, there must 
be adequate compensation. But the kind of compensation is the 
puzzle. Once again, the “sharing economy” of two lovers is one in 
which both need to be concerned that the other is “adequately and 
appropriately compensated for [his or her] contribution.” But writ-
ing a fat check as “thanks for last night” is not likely to work.

Similarly, there’s another important ambiguity in this notion of 
a “free ride.” For again, if Bricklin is right— if the entity succeeds 
when it is architected to give the user what he wants while contrib-
uting something back to either the commercial entity, the sharing 
economy, or the hybrid— then is the entity really getting a “free 
ride”? Consider two examples:

• You submit a search query to Google and then click on one 
of the links Google returns. You have given Google some-
thing of value— the information that you judged one link to 
be the appropriate answer to the query you selected. Google 
has built its company upon such gifts of value. Is Google rid-
ing on your work for free? Or are you riding on Google for 
free?

• You post a video to YouTube and then embed it in your 
blog. You have given YouTube something of value— another 
string of customers further strengthening its market share, 
drawing viewers in through a channel that helps YouTube 
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understand who they are, and hence advertise to them more 
profi tably. Is YouTube riding on your work for free? Or are 
you riding on YouTube?

The point should be obvious: both the user and the company ben-
efi t from the interaction. And when both benefi t, how do we say 
who is riding for free?

These questions, however, like any questions of perceived jus-
tice, won’t be decided on the basis of logic alone. They will turn 
instead upon practices and understandings. There are lines that 
companies can’t cross. Those lines are drawn by the understand-
ing of those within a community. To their communities, hybrids 
will try to signal their virtue, or the fairness of the exchange they 
offer. Craig Newmark, for example, emphasizes moderation as 
a key to his hybrid’s success. (“People see that we’re not out to 
make lots of money, and people can see that we’ve given away a 
lot of power over the site through the fl agging mechanism and 
how we actually try to listen to people in terms of suggestions and 
then f ollow through.”) Tim O’Reilly makes a similar point, though 
not about moderate profi ts. He emphasizes moderate efforts at 
control:

There is a social compact. . . . [And] people in some sense will 

regard certain people as good guys and so they’ll go further for 

them than they would for somebody who they regarded as a hos-

tile. A really good example of that is . . . Safari, our online book 

service. We have a very light DRM [for those books, making] it 

hard to spider. But not too hard. . . . And we get thousands of  e-

 mails from people reporting that to us. You know, “Hey, I found 
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your books on a site in Russia.” “I found your books on a site in 

Romania.” I bet the RIAA didn’t get those  e- mails.

Philip Rosedale of Second Life emphasizes a different value: 
transparency. “I’m a tremendous believer in the idea that there’s a 
new mode by which businesses can interact which is based on com-
plete transparency,” he explained to me.

There’s a  trust- building exercise there that doesn’t traditionally 

happen, because companies are inherently private because his-

torically, competition was the fi rst order of concern of companies. 

Therefore privacy [or secrecy], for the purpose of giving you a leg 

up on your competitors, has always been a kind of a central build-

ing block of corporate behavior. And, in a world where openness 

and network effects are likely to decide the winner, you now have 

to break down that perception. You want to build a company 

whose fi rst value is not privacy but, instead, disclosure.

Some companies go even further. Brewster Kahle describes the 
decision of the search company Alexa.

[W]e wanted to build a  new- generation search engine, which is 

sort of what Alexa and the Internet Archive strove to do in ’96. It 

turns out that we were wrong, that the world didn’t need a fun-

damentally different kind of search engine, because the search 

engines were going along okay. But Alexa would collect the 

World Wide Web and make a service based on it. So that it was a 

 for- profi t company that leveraged the community work of others, 

which was the contents of the Web, to produce a service.
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But exploiting that material beyond being directly tied to pro-

ducing that service, we at Alexa did not feel it was right. So Alexa 

donated a copy of what it had collected to a nonprofi t and deleted 

its own. So after six months, that was how long it took for Alexa to 

use the material to do the service that people were, in some sense, 

cooperating [with] or allowing Alexa to have built. It donated a 

copy, and it deleted theirs. We think of that as very . . . we thought 

of that as a very important part of the balance of the property 

interest in a commercial company and the public interest that can 

be better served within a nonprofi t.

Every company building a hybrid will face exactly the same 
challenge: how to frame its work, and the profi t it expects, in a way 
that doesn’t frighten away the community. “Mutual free riding” 
will be the mantra, at least if the value to both sides can be made 
more clear.

There are of course famous examples of this mutual free rid-
ing gone bad. The  volunteer- created CD Database— CDDB— 
was one.

As I’ve already described, CDDB was an online database that 
contained track information about CDs. That information was 
not included on the CD itself. Instead, it was added by users. The 
 inventor of CDDB, Ti Kan, thought “[I]f I typed in all this infor-
mation about a given CD, why should Joe down the block have to 
type in the same information,” as David Marglin, general coun-
sel of the company that eventually took over CDDB, Gracenote, 
explained to me. So Kan and his collaborator, Steve Scherf, “started 
fi guring out a way to collect various other people’s collections as 
typed in by them. And then that repository became the CDDB.”

80706 i-xxiv 001-328 r4nk.indd   23780706 i-xxiv 001-328 r4nk.indd   237 8/12/08   1:55:57 AM8/12/08   1:55:57 AM



R E M I X238

All this typing was done voluntarily. People wanted their 
machines to know what the tracks were; they were happy to share 
with others the information they typed into their machines. And 
Kan and Scherf built the tools to aggregate the results of this vol-
untary work “with the best intentions in the world. They were not 
trying to make any money off of it. They really wanted to make 
just a social network and get all the network effects.” They built a 
commons for others to add to; volunteers demonstrated the “grace 
of the commons” through the contributions they made.

But, Marglin explained to me, as more and more people began 
to rely upon this database to identify their CDs, Kan and Scherf 
began to realize “very quickly that they had a beast on their hands 
because: one, in order to be any good, the software would have to 
do a lot more reconciling than they fi rst expected . . . and two, the 
amount of server space that they would need in order to take in, not 
only all the lookups, but . . . all the submissions, was just going to 
overwhelm them.”21

So the founders of CDDB started looking for a way to make 
sure their creation would survive.

Gracenote would become their savior. With the help of a serial 
entrepreneur, Scott Jones, Tan and Scherf launched the  for- profi t 
Gracenote, to generate the revenues necessary to support the data-
base, and to profi t from the idea they had brought to life. Grace-
note started licensing the database to whoever would pay for it. 
And soon many started to wonder why this thing of value, created 
through the work of volunteers, could be so easily sold. Many com-
plained that Gracenote took “what [was] essentially an  open- source 
database and clos[ed] it off.”22 There was an explosion of criticism 
within the online community.
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Gracenote wasn’t prepared for the criticism. Marglin told me that 
there was a lot of “bad mojo in the air from people who didn’t under-
stand the transition from ‘here’s a couple guys in the garage’ to this ‘it’s 
a world-class service that has to be able to power Apple software.’ ” 
More transparency would have helped here, as would a clearer way 
for the collaborators to benefi t. Again, Marglin: “The compensation 
may not be dollars but maybe credits or attribution for something 
that is of value so that there is a value exchange between the 
conduits.”

It was the shift in rules, against the background of different 
expectations, that produced a fairly strong reaction against Grace-
note— even though to this day, Gracenote still has “a program 
where if you’re a programmer and want to develop a noncommer-
cial application and don’t want to derive any revenue from it, you’re 
free to get and use Gracenote software.”

Many believe this commercialization of a free project weakens 
the incentive for volunteers to contribute to it. Brewster Kahle, for 
example, holds this view. Gracenote became less after its founders 
made more. The same is true for a parallel database, also initially 
built by users for free, the Internet Movie Database, or IMDb. As 
Brewster explained to me,

Both [CDDB and IMDb] went off into commercial organiza-

tions. And there was a feeling of betrayal on the part of those who 

contributed their efforts for free. Because somebody else seemed 

to be taking advantage of them or not offering it back to the 

commons.

Now with IMDb, Amazon is thrilled that they are paying 

their own bills based on their advertising and  subscription- based 
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premium products. . . . But did IMDb end up what it could have 

been? I don’t think so.

The confl ict here is deeper than the Internet. It will get resolved 
in the hybrid economy only when each economy— the commer-
cial and the sharing— validates the other. If those within a sharing 
economy hate commerce— if they’re disgusted with the idea of any-
one profi ting, anywhere— then the prospects for healthy hybrids 
are not good. Likewise, if those within the commercial economy 
ignore the ethic of sharing— if they treat members of the sharing 
economy like customers, or kids— then the prospects for a healthy 
hybrid are not good either.

Not surprisingly, copyright is an important tool in mediating 
these expectations. As a fantastic report by the analysts Pike & 
Fischer argues,

Strict copyright enforcement on  user- submitted/generated content 

may also result in a negative shift in attitude in the communities 

that build around all these sites. The widespread appeal of  user-

 submitted/generated content, especially within the framework 

of social networking sites, relies strongly upon the freedom of 

expression, which often circumvents copyright law. Any further 

restriction to that expression may result in a reduction of user activ-

ity— the lifeblood of an advertising revenue–based business model. 

In the end, copyright holders and social networking sites may be 

forced to strike a balance in order to maintain  user- interest.23

The norm that would encourage a hybrid economy most is 
the norm of many within the GNU/Linux community: any use, 
including commercial use, is fair. The problem with this norm 
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in the context of culture (as opposed to software) is that cultural 
products are less obviously collaborative. The feeling of individual 
exploitation is therefore much more likely to be real. When Google 
takes the free labor of the GNU/Linux community and leverages 
it into the most successful Internet business in the world, no mem-
ber of that community could reasonably say, “Google has exploited 
me!” But if Sony took a song licensed in a similarly free way and 
sold 1 million CDs without giving the creator a dime (again, plainly 
possible under a copyleft license), there’s little doubt that someone 
would have a strong claim of exploitation.

More problematically, free software rests ultimately upon a 
shaky economic foundation. Robert Young, for example, following 
the GNU Manifesto,24 explains the  free- software ethic as a version 
of the Golden Rule: “There’s no ideology. There’s no complexity. It’s 
do unto others as you would have them do unto you. And if they’re 
doing unto you what you are doing for them, they’re welcome to 
use your technology for whatever they want to use it for because 
you’re receiving a benefi t from them.” This states a beautiful ethical 
principle. But it doesn’t quite constitute an economic motivation. 
No doubt “you’re receiving a benefi t from them.” But you could 
receive that benefi t whether or not you contributed your technology 
back. It might well be the “fair thing” to give back because you’ve 
taken. I certainly hope my kids think this way. The hard part is 
believing that over time, many will continue to believe that giving 
back makes sense.

Or more skeptically still: There are lots of reasons to believe 
that the particular character of free software makes it rational to 
keep the code free— for example, the costs of synchronizing a pri-
vate version often overwhelm any benefi t from keeping the code 
private.25 IBM, for example, was free to take the Apache server and 

80706 i-xxiv 001-328 r4nk.indd   24180706 i-xxiv 001-328 r4nk.indd   241 8/12/08   1:55:58 AM8/12/08   1:55:58 AM



R E M I X242

build a private label version that would sell, without releasing to 
others any improvement it made in the code. But that benefi t would 
have been purchased only by IBM’s continuing to update its code 
to refl ect changes made in the public version of Apache. At fi rst 
(when the code bases are close), such updating is not too hard. But 
over time (as the code bases diverge), it becomes increasingly costly 
to maintain the private code. Thus the purely rational strategy for 
this kind of creativity is to innovate in the commons, since the cost 
of innovating privately outweighs the benefi t.

But that story hangs upon the physical characteristics of com-
plex coding projects. Those same characteristics don’t exist with, 
say, a song or a novel. Whatever incentive there may be to stay in 
the commons with complex, collaborative goods, that same incen-
tive doesn’t carry over automatically to all creative works. For 
these works, nothing more than a norm will support keeping the 
resource open. And whether, or how, that norm survives is not, to 
me at least, clear.

It is clear to me, however, that we must avoid a kind of 
 intellectual imperialism. We must be open to the differences in 
cultural goods— software versus movies; music versus scientifi c 
articles. The norms that support free production in one are not 
necessarily the norms that support free production in the other. As 
Brian Behlendorf, a cofounder of the Apache project, puts it,

I don’t know if there is one single, social contract amongst cultural 

works. I think it’s different for DJs and electronic music than it is 

for folk music or even different types of dance music. [For exam-

ple, the] R & B community has appropriated a lot of tracks and 

a lot of song examples yet probably would fi ght fi ercely with the 

RIAA against downloading of their work and such.
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He points to another important difference as well:

A lot of software is, by its nature, a team effort with lots of 

iterations over time. A lot of cultural media— songs or plays or 

 movies— are, if they have teams, much smaller teams where they 

tend to be the vision of one or two people. And they arrive at a 

fi nished body of work or mostly fi nished work and then it’s kind 

of put in a time capsule. . . . [M]aybe it’s this evolutionary nature 

of software, the fact that contributors come and go over time and 

that, sure, you have certain versions that are well known and such, 

but it’s not like movies where there’s a fi nished work that makes its 

way to the theater and people pay money to go see it.

We need to understand these differences to envision the lines 
communities will draw.

“Sharecropping” Is Not Likely to Become 
a Term of Praise

Although I am uncertain about how these norms will develop 
generally, there are particular conclusions we can draw with con-
fi dence. Here’s one: digital sharecropping will not be long for this 
world. Of all the terms that creators from the sharing economy will 
demand, the right to own their creativity will be central.

“Sharecropping”?
In April 2007, an excellent research assistant did a survey of 

every site she could fi nd that invited creators to “remix” or “mash 
up” content provided by the site. There were over  twenty- fi ve sites 
in her survey. But as she read through the terms of these many 
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remix contests, a key difference among them became apparent. In 
56 percent of the sites, the artist or remixer owned the rights to his 
remix— not the content he remixed, but the remix. Sixteen per-
cent of these sites required that the remix be licensed under some 
form of public license (okay, all of those that did require a license 
required that it be a Creative Commons license). But in 28 percent 
of these sites, the artist or remixer got no rights in her work at all. 
She was the creator, but she did not own her creativity. She was, in 
the totally neutral, noninfl ammatory terminology that I’ve selected 
here, a sharecropper.

David Bowie’s contests were typical. Bowie’s contract required 
that the remixer “grant, sell, transfer, assign and convey . . . all pres-
ent and future rights, title and interest of every kind and nature” 
in the remix. The remixer also waived any moral rights he might 
“feel” he had in the remix. And the remixer granted to Bowie’s label, 
Sony, “worldwide  royalty- free, irrevocable,  non- exclusive license” to 
any content added to the Bowie content to make the remix.26 Thus, 
if you composed a track and uploaded to the Bowie site to remix it 
with something Bowie created, then Bowie was free to take that 
track and sell it, or use it in his own music, without paying you, the 
artist, anything.

This trend away from artists owning their creations is not new. 
It has long been a part of commercial creativity. In America, for 
example, the “ work- for- hire” doctrine strips the creator of any 
rights in a creative work made for a corporation, vesting the copy-
right instead in that corporation.

This is an awful trend, fundamentally distorting the copyright 
system by vesting copyrights in entities that effectively live forever. 
(For that reason, the copyright given to humans is life plus seventy, 
but to corporations, a fi xed  ninety- fi ve years. Unfortunately, unlike 
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humans seventy years after their death, after  ninety- fi ve years there 
is still an “artist” eagerly begging Congress for more.)

Yet whether or not the  work- for- hire doctrine fl ourishes in the 
commercial economy, my sense— and no doubt, my bias— is that 
 sharing- economy creators will increasingly demand at a minimum 
that their rights remain theirs.

We’ve already seen a similar frustration brew in the context 
of “fan fi ction,” particularly around the Star Wars franchise. As 
with the Harry Potter story, Lucasfi lm learned early on that there 
were millions who wanted to build upon Star Wars, and few who 
thought themselves restricted by the rules of copyright. Like War-
ner, Lucasfi lm recognized that these fans could provide real value 
to the franchise. So under the banner of encouraging this fan cul-
ture, Lucasfi lm offered free Web space to anyone wanting to set up 
a fan home page.

But the fi ne print in this offer struck many as unfair. The con-
tract read:

The creation of derivative works based on or derived from the 

Star Wars Properties, including, but not limited to, products, ser-

vices, fonts, icons, link buttons, wallpaper, desktop themes,  on-

 line postcards and greeting cards and unlicensed merchandise 

(whether sold, bartered or given away) is expressly prohibited. If 

despite these Terms of Service you do create any derivative works 

based on or derived from the Star Wars Properties, such derivative 

works shall be deemed and shall remain the property of  Lucasfi lm 

Ltd. in perpetuity.

Translation: “Work hard here, Star Wars fans, to make our fran-
chise fl ourish, but don’t expect that anything you make is actually 
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yours. You, Star Wars fans, are our sharecroppers. Be happy with 
the attention we give you. But don’t get too uppity.”

These terms incited something of a riot among the fans. As one 
of their leading spokesmen put it, “The real story is a lot uglier, and 
has much less to do with the encouragement of creativity than its 
discouragement— there’s nothing innocent about Lucasfi lm’s offer 
of web space to fans.”27

“Nothing innocent,” again because all ownership went to 
Lucasfi lm. Fans may well agree not to profi t from their work; they 
may well think it fair that any commercial opportunity arising 
out of Star Wars be ultimately within the reach of George Lucas. 
(Remember, this was the good sense expressed by Heather Lawver, 
leader of the Potter Wars.) But that concession does not mean the 
fans believe that their work too should be owned by George Lucas. 
And so when Lucasfi lm pushed to the contrary, these fans pushed 
back.

Lucasfi lm, however, does not seem to be deterred. In 2007, the 
company launched a  mash- up site to encourage creators to mash up 
scenes from the Star Wars series with their own music or images 
uploaded to the Lucasfi lm server. Who owned the  mash- ups? No 
surprise: Lucasfi lm. But here’s the part that really gets me: As 
with David Bowie’s site, if you upload, say, music you have writ-
ten to be included in a  mash- up that you have made, you not only 
lose the rights to the  mash- up, you also lose exclusive rights to your 
music. Lucasfi lm has a perpetual, and free, right to your content, 
for both commercial and noncommercial purposes. Once again: 
sharecropping.

I’m not saying that this virtual sharecropping should be banned. 
Instead, I am asking which types of hybrid are likely to thrive. A 
hybrid that respects the rights of the creator— both the original 
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creator and the remixer— is more likely to survive than one that 
doesn’t. That’s not because everyone will care about the rights of 
ownership offered by a particular site. They won’t. But competition 
is won on the margin. And the  ham- handed overreaching of the 
typical Hollywood lawyer is just the sort of blunder most likely to 
spoil the success of an otherwise successful hybrid.

Think again about what the Lucasfi lm site says to the kids it 
invites to remix Lucas’s work. No one doubts that Lucas’s contri-
bution to this site is signifi cant. The Star Wars franchise is one of 
the most valuable in history, extraordinarily compelling and cre-
ative, not just to my generation, but to anyone. No one would think 
that Lucas has any moral obligation to give up ownership to that 
work (at least during the “limited time” period that its copyright 
survives). This creativity is rightfully Lucas’s.

But when Lucas invites others to remix that creativity, he does 
it for a reason. A fi nancial reason. He wants to leverage the work 
of thousands of kids to make his original content more compelling. 
And, in turn, to make the franchise more valuable.

There can be nothing wrong with that objective, at least from 
my perspective. This is precisely the manner of every hybrid. And 
we shouldn’t shrink from acknowledging that profi t is one objec-
tive of those within the hybrid mix.

But though the objective of profi t is not a problem, the man-
ner in which that profi t is secured can be. The respect, or lack of 
respect, demonstrated by the terms under which the remix gets 
made says something to the remixer about how his work is valued. 
So again, when Lucas claims all right to profi t from a remix, or 
when he claims a perpetual right to profi t from stuff mixed with a 
remix, he expresses a view about his creativity versus theirs: about 
which is more important, about which deserves respect.
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To the lawyers who drafted the agreements I’m criticizing 
(for I’m sure George Lucas, who is an important contributor to 
 education, had nothing to do with selecting these terms), my con-
cerns will seem bizarre. They’ve spent their whole career striking 
deals just like this. The agreements between media companies, 
or media companies and artists, are not love letters. They do not 
express mutual respect. A lawyer’s job (at least in a commercial 
economy) is to get everything he can. He is to maximize the value 
for his client. Social justice is not within his ken.

But these lawyers are the most likely to fail in this new envi-
ronment. They have developed none of the instincts or sensibili-
ties necessary to build loyalty and respect with those in the sharing 
economy that their clients depend upon. Like the lawyers work-
ing for union busters at the start of the twentieth century, they’re 
proud of precisely the behavior that will cause the most harm to 
their clients.

Others will teach them— not through lectures or exams, but 
through the success in the market others will have, and that they 
(or more accurately, their clients) won’t have. Competitive markets 
will reward right behavior. Too bad for their clients, but lawyers 
know little of competitive markets. (And tenured law professors 
know even less.)

The Hybrid Can Help Us 
Decriminalize Youth

As hybrids for culture have developed, the most successful of these 
hybrids have learned that encouraging legal creativity is the key 
to encouraging a healthy and successful business. The struggles 
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companies like YouTube have faced to address both legitimate 
and illegitimate claims by copyright owners have led others to 
plan for these complexities in advance. blip.tv, for example, explic-
itly enables users to mark their creative work with the freedoms 
they intend it to carry. Sony’s version of YouTube in Japan, eyeVio, 
requires uploaders to verify the freedom to share the content they 
intend to upload.

As this model becomes the norm, it will change the world 
within which this remix creativity happens. The focus will shift 
to the creativity alone; the conditions under which that creativity 
happens— and the “piracy” of its making— will no longer be inter-
esting. The hybrid can pave a way toward legal remix creativity. 
The incentive of the market can drive a market reform to make this 
form of expression allowed.

I don’t think this market incentive alone will be enough. Pol-
icy changes will be necessary as well. But one great thing about 
democracy in America is that when the market demonstrates the 
wisdom of a certain freedom, politicians at least sometimes listen. 
As the market of hybrids becomes even more signifi cant, the free-
doms hybrids will depend upon will become more and more salient 
to policy makers.
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