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Dedication

To the creators of the world




Epigraph

The potential of what the Internet is going to do to society, both good and bad, is unimaginable. . . .

The actual context and state of content is going to be so different to anything we can really envisage at the moment.

Where the interplay between the user and the provider will be so in simpatico it’s going to crush our ideas of what mediums are all about. . . .

That gray space in the middle is what the twenty-first century is going to be about.

—DAVID BOWIE, INTERVIEW WITH BBC IN 1999




Contents

Cover

Title Page

Dedication

Epigraph

Introduction

Part I: The Virtual Renaissance

Chapter 1: Moments

Chapter 2: Life-Changing

Chapter 3: Hoops, Hops, and Haute Couture

Part II: Tokenism and De-IP

Chapter 4: Tokenism

Chapter 5: Interactive Ownership

Chapter 6: De-IP

Chapter 7: The Decentralized Disney

Part III: Mega Challenges for the Metaverse

Chapter 8: FOMO and NFT Bubbles

Chapter 9: Regulating Web3?

Chapter 10: Legal Controversies

Chapter 11: Diversity and Sustainability

Chapter 12: The Flight for the Future

Acknowledgments

Notes

Index

About the Author

Copyright

About the Publisher




Introduction

Everything you can imagine is real.

—PABLO PICASSO

Pablo Picasso was prolific. In a career spanning eighty years, he produced 50,000 works, including 1,885 paintings.1 Other estimates put the total at nearly three times that amount. The Guinness World Records recognizes Picasso as the most prolific painter of all time.2 A remarkable achievement of lifelong productivity given how brilliant and influential Picasso’s works were. Yet, if he were still living, Picasso would be no match for today’s creators. Indeed, he might be considered a slacker.

Digital artists can now produce more works in one year than Picasso produced in his lifetime. Harnessing lines of computer code, digital artists are producing 10,000 works in days, not decades. This generative process starts with some human creation or input that ultimately turns over the task of final creation to a computer program, which uses an algorithm—and sometimes artificial intelligence—to randomly generate the completed artwork. By this generative process, creating a collection of 10,000 artworks is no special feat. Indeed, the 10,000 figure is just by human choice based on the number of unique traits or elements the human creator has added. With a sufficient number of elements, a computer can easily generate billions of unique works—and some projects today, such as the Autoglyphs, are already capable of doing so.3

During the pandemic, the market for generative art exploded in sales of digital artwork through a new technology called non-fungible tokens, or NFTs. The NFT is a virtual token created and recorded on blockchain, and is intended to establish the provenance of an item, including purely digital creations. NFTs aren’t limited to generative art. They can be used for any artwork, digital or physical—in fact, for anything that can be owned.

NFTs created a new market for generative art. Take, for example, Art Blocks, a popular marketplace for generative art created on demand and sold as NFTs. It was founded by Erick Calderon, aka Snowfro, the creator of Chromie Squiggle, a generative-art NFT project. The creative process on Art Blocks involves a “symbiotic relationship” between the artist, who creates the artistic elements and generative script, and the buyer, who makes stylistic selections on the platform, which then uses an algorithm to randomly generate a unique artwork NFT.4 Six of the ten bestselling NFT artists of all time sell their artworks on Art Blocks, including Tyler Hobbs, a former computer programmer and the creator of Fidenza NFTs.5 The Fidenza artwork resembles the Mondrian style, but with swirling patterns of colored squares against an off-white background. By April 2022, Hobbs’s NFTs had amassed nearly $117 million in sales volume, including for secondary sales. In less than two years, sales of NFTs for generative art on Art Blocks totaled nearly $1.3 billion, placing it in the top five in all-time NFT sales.6

Of course, comparing the works of Picasso to computer-generated or generative art may sound insulting, especially when some of the most popular NFTs involve cartoon characters. Picasso is considered one of the most influential artists of the twentieth century. He was a true visionary, who helped to invent a whole style of art, Cubism, which revolutionized modern art by deconstructing subjects into fragmented depictions, offering, simultaneously, multiple perspectives in one artwork. Picasso helped to create a whole new way of viewing art and reality that triggered the movement to modern art and that influenced other fields, including architecture, design, film, and literature. His paintings now typically sell for more than $100 million.

Can the same be said for digital artists—or the computer programs they rely on? Not yet. But just wait. We’ve seen a glimpse of what the future holds. It’s mind-blowing. 

Consider Matt Hall and John Watkinson, the self-described “creative technologists” behind Larva Labs, a startup based in New York. Hall is a computer engineer who majored in computer science and math at the University of Toronto. Watkinson is an artist, computer scientist, and software developer, with a PhD in electrical engineering from Columbia. In the past, a STEM background wouldn’t be associated with an artist. But today it is. Familiarity with coding comes in handy with generative art and in producing a collection of NFTs. The duo, originally from Canada, met while students at the University of Toronto and then, after graduating, started to develop apps for Android and the iPhone. But in 2017 they turned to blockchain and developed CryptoPunks—with the key insight that a unique token can be created on blockchain to enable virtual ownership. In fewer than five years, CryptoPunks have become legendary—the gold standard of NFTs.

As with any transformative technology, there’s always a risk of giving too much credit to one person as being the first. Thomas Edison is often credited as inventing the light bulb, but, in fact, several inventors, including Edison, were responsible for its invention.7 Recognizing that other NFTs came before CryptoPunks,8 this book begins with CryptoPunks due to their significance as one of the most successful NFT collections, which helped to spawn the explosion in NFTs. Larva Labs didn’t invent the concept of NFTs, but took the technology to a level of public recognition that no prior NFT had attained.

As Wired put it, CryptoPunks “launched an NFT revolution.”9 Even today, probably no other collection carries as much prestige within the NFT community as CryptoPunks. Owners of CryptoPunks include Jay-Z, Serena Williams, Odell Beckham, Jr., Snoop Dogg, Steve Aoki, Gary Vaynerchuk, and Logan Paul. And many others who were unknown before they became owners of CryptoPunks have become famous—and influential—within the NFT community, not to mention they have acquired generational wealth simply by owning CryptoPunks.

On June 9, 2017, Hall and Watkinson launched CryptoPunks—pixelated portraits of 10,000 unique heads, which are tantalizingly retro. The style is more reminiscent of the graphics of an old Atari game than the high-resolution images pervasive today. Hall and Watkinson, who were inspired by the 1970s UK punk movement, characterize CryptoPunks as “a collection of misfits and non-conformists.”10 They viewed the blockchain community in the same way. Watkinson wrote a program to randomly generate the pixelated characters.11 He added various accessories, such as hats, headbands, cigarettes, pipes, and sunglasses.12 In explaining the creative process, he told Christie’s, “We ran the generator hundreds of times, reviewed the results, and made adjustments.”13

Most of the CryptoPunks are humans: 3,840 females and 6,039 males. (We’ll return to the issue of gender disparity in chapter 11.) Three rarer species exist: 88 zombies, 24 apes, and 9 aliens.14 CryptoPunk #8348 is the rarest in the collection because it is the only one that has seven different traits.

The launch of CryptoPunks started out slowly. Even though they were offered for free (with a modest gas fee to mint the NFT), only a few CryptoPunks were taken. Then, on June 16, 2017, Mashable published an article titled “This Ethereum-Based Project Could Change How We Think About Digital Art: Yes, You Can Actually Own These Digital Creations,” written by Jason Abbruzzese.15 “It’s not inconceivable to envision a future in which CryptoPunks or some other blockchain-tied series of art does become valuable,” Abbruzzese concluded. The prescient comment turned out to be an understatement. Within twenty-four hours, the CryptoPunks were all claimed, and soon they were trading on the secondary market with prices escalating.

Hall and Watkinson viewed their CryptoPunks project as an experiment. Indeed, in 2017, the term NFT wasn’t commonly used—even Larva Labs and Abbruzzese’s article didn’t use it. The launch didn’t go off without a hitch. An error in the code gave the purchase money back to the buyers, instead of the sellers of CryptoPunks, in the secondary market.16 Watkinson described the snafu as “a complete disaster.”17 Larva Labs also didn’t include a written content license for the CryptoPunks, so the owners were left unsure about their rights to use the artworks.18 Larva Labs fixed both problems (the details of which are complex and not central to our discussion), but the fixes still left some unsatisfied.19

Prices for CryptoPunks skyrocketed to astronomical amounts in 2021. Indeed, forty-six of the top sixty sales from the collection (based on ETH) were in 2021, with the remaining fourteen occurring in 2022.20 Of the top sixty sales, fifty-four were valued at $1 million or more at the time of purchase. Danny Maegaard, a crypto investor and DJ, bought the rarest, Punk #8348, in 2020 for only $18,000.21 For a short time in August 2021, he offered it for sale at $171.87 million, but later took it off the market.

In just five years, secondary sales of the CryptoPunks NFTs surpassed $2 billion. And that’s after Hall and Watkinson gave them all away for free (except one thousand they kept for themselves). In addition to high-priced auctions by Christie’s and Sotheby’s, galleries in London and Zurich held exhibitions for CryptoPunks.

The most astounding part of CryptoPunks’ success is not the astronomical amounts of money people are paying to own a CryptoPunk—the highest sale fetching $23.7 million22—it is that the CryptoPunks are all virtual. The NFTs don’t exist in a physical form. Even the digital images of the CryptoPunks aren’t the same thing as the NFTs. Indeed, anyone can just copy the digital images from the CryptoPunks website. But those copies aren’t the NFTs—even though that’s what you might think by looking at the display of CryptoPunks online. It’s mind-boggling at first. The NFT is more like a figment of the imagination than tangible property.

How can that possibly be? How can a token that exists only virtually have any value, let alone be worth millions of dollars? Or, as Christie’s put the question, “Could a few lines of code [in an NFT] translate to a feeling of meaningful ownership?”23 Hall and Watkinson didn’t know for sure—the CryptoPunks were an experiment to test that very question. In an interview in 2019, Hall explained, “When you have a painting on the wall you feel confident you own a piece of art; it wasn’t clear the same would be true of ownership of digital art recorded on a blockchain.”24

Even early buyers of CryptoPunks weren’t sure. Dylan Field, the CEO of Figma (a collaboration design company later sold to Adobe for $20 billion, subject to regulatory approval), explained his thinking in buying CryptoPunks NFTs in an interview with David Pierce: “At first I was like, is that art? Is that actually owning anything? I don’t know! But then I started to see that other people were believing it was.”25 Field later sold one of his CryptoPunks, a blue alien smoking a pipe, for $7.5 million. Seeing is believing.

This book explains the rise of NFTs and how they are revolutionizing our conceptions of art, ownership, and property. Using key examples in the development of NFTs, I describe the phenomenon, what NFTs are, and how they are transforming the worlds of art, business, entertainment, and beyond. As the pandemic hastened people’s shift to teleworking and virtual meetings, which many workers wish to continue post-pandemic,26 NFTs exploded in popularity, ushering in a new form of virtual ownership of property that is created through a complex arrangement effectuated by computer programs and content licenses. In 2021, NFTs amassed $27 billion in sales.27 The economic downturn in 2022 rattled all markets, including stocks, real estate, cryptocurrency, and NFTs, but the utility of NFTs has been proven—and will only increase in the future as artists, businesses, and developers build new applications.

I elaborate a new theory called Tokenism to explain this shift in perspective, a change that is every bit as radical as Cubism was at the start of the twentieth century. Cubism transformed the perspective taken in creating and viewing artworks. Tokenism transforms the perspective taken in owning artworks or any subject matter. Fitting for the shift to the virtual during the pandemic,28 Tokenism reconfigures ownership virtually. With NFTs, the physical becomes immaterial—the virtual becomes valuable. People’s view of art and ownership—indeed, the world—may never be the same.

A ROAD MAP

Discussing NFTs isn’t easy. They defy simple categorization. They are part computer program, part contract, and part property represented by unique virtual tokens recorded on blockchain to identify some other subject matter. Got that? Understanding this new concept requires heavy lifting: it requires some factual discussion to explain how NFTs are already being used by artists, creators, and businesses—the so-called use cases—but also some theory and discussion of the underlying technology to make sense of NFTs.

Four things complicate our task to the nth degree. First, NFTs are rapidly developing—at what feels like warp speed. One of my greatest fears is saying something that becomes obsolete by the time this book is published—a decent possibility. (Indeed, the shocking collapse of the crypto exchange FTX, founded by Sam Bankman-Fried, occurred too late in this book’s production to cover it. I expect FTX’s demise will affect the cryptocurrency market more than NFTs, and will hasten competing efforts for greater regulation and decentralization.) We’re so early. There’s still so much being built, somewhat reminiscent of the early Web. Second, 2021 was a year like no other for NFTs, with a big bang of projects, investments, and business development in NFTs across many industries. No book can possibly cover the entire universe of developments. Third, the economic downturn in 2022—during which the markets for stocks, real estate, cryptocurrencies, and NFTs were all down and fears of a recession were up—presented challenges that may slow down investments and business development in NFTs. When I started writing this book, NFTs were booming. When I completed it, they were in a bear market. As we’ll discuss, if there was an NFT bubble, it has already burst. The key, though, is focusing on the technological innovation, not the speculation. Finally, NFTs are a disruptive technology, and, as with any major disruption to society, they’ve sparked a backlash among people who think NFTs are a scam or terrible for the environment, or both. 

Recognizing these challenges, this book adopts the following order. Part I provides the factual background to understand how NFTs are already being used by artists and businesses. I have chosen representative examples of artists and businesses using NFTs in creative ways. But I want to emphasize that many other artists and businesses—far too many to mention—are doing innovative work with NFTs. Part II then sets forth my theory of Tokenism, which explains how NFTs create a radical new understanding of ownership for our increasingly virtual world. The ownership is not only virtual, it also is far more interactive—one of the most appealing features of NFTs for businesses. Ownership has added utility. And, because NFTs operate as governance systems, they have also ushered in a new system of decentralized intellectual property—what I call De-IP—by which creators can take control of their artistic fate. Part III addresses some of the major criticisms of NFTs, as well as the challenges to the development of NFTs.

This book is the culmination of my research as a legal scholar. I expect it will be the most controversial thing I ever write. The best way to describe my qualification is that I am a student of the Internet. I became a legal scholar in 1999 to study the Internet. I was so captivated and intrigued by the Internet’s transformation of society, I quit my lucrative job at a law firm to go into academia and write about the Internet’s disruption to society. My career as a legal scholar has tracked the Internet’s evolution, from the days of Napster to the rise of social media and user-generated content, to the controversies over moderating misinformation on social media. In 2021, I wrote several research papers on NFTs and posted them online. To my great surprise, tech and other professionals from around the world started to reach out to me to learn more about my research on NFTs and the theory of De-IP, including some people who kindly offered their enthusiasm and support for my research. This book draws upon the theories from my academic papers, but also offers new theories I develop here.

In the interest of full disclosure, I periodically do paid consulting work for Animoca Brands, a prominent NFT/blockchain gaming company. I also own some NFTs, including a few from collections (including Mutant Ape Yacht Club, Otherdeed, the Flower Girls, and Goopdoods) that I discuss in this book. Because my collection may change, I provide a link to a current list on my website.29 None of these entities asked me to write about them, much less say anything to promote their business in this book. Indeed, most didn’t even respond to my request for an interview. As a legal scholar, I believe strongly in academic integrity. I selected the entities analyzed here for the contributions they add to our understanding of NFTs.

NFTs are global phenomena. I strived to include artists and businesses from around the world to reflect the global scale of these transformations. Yet, due to space constraints, I have undoubtedly omitted many other creators from other countries who are doing amazing work in this area. Moreover, because I am trained as a U.S. legal scholar, the book’s legal discussion focuses on U.S. law. Although international intellectual property is one of my areas of expertise, I could only mention the international legal issues in passing. One final caveat: nothing in this book is legal or financial advice.

I’m also a freelance photographer on the side. I have a personal understanding of the many challenges independent artists face. I face those challenges myself. My experience as an artist helped me appreciate why so many artists see NFTs as a revolutionary technology that has sparked a renaissance of creativity. 




Part I

The Virtual Renaissance 




Chapter 1

Moments

Fantasy. Lunacy. All revolutions are, until they happen, then they are historical inevitabilities.

—DAVID MITCHELL, CLOUD ATLAS

In life there are moments. Events that alter the course of what follows in profound but untold ways. The bigger the moment, the bigger the transformation. For most events, we can’t tell how society will be transformed, if at all, until well after the event—years, if not decades later. That’s typically the job of historians: to explain the Middle Ages, the Italian Renaissance, or the American Revolution, for example—events that have produced no shortage of history books, even ones published recently. But sometimes an event is so big or disruptive that some commentators recognize, in real time, its profound significance to society. Of course, they might not appreciate all aspects of the change or future transformation, but they understand a dramatic alteration of society is afoot, as well as its significance. And, if a moment is truly revolutionary, history demarcates the world before the moment and afterward. The moment changed the course of history.1

“Every once in a while, a revolutionary product comes along that changes everything,” Steve Jobs stated in his Macworld keynote address to a rapt audience in San Francisco on January 9, 2007.2 But the audience didn’t fully understand what Jobs meant. He had to repeat the same slides. “An iPod, a phone—are you getting it?” he asked. “These are not three separate devices. This is one device. And we are calling it iPhone. Today, Apple is going to reinvent the phone.”

Looking back on Jobs’s announcement today, it was a moment. It introduced a new technology that would forever change the world. And some people had a sense that it would. Between Jobs’s famous unveiling of the first iPhone in January 2007 and its first sales later that summer, media printed 11,000 articles about it, including David Pogue’s New York Times review that called it revolutionary.3 That’s not to say everyone realized the imminent revolution in smartphones. Then CEO of Microsoft, Steve Ballmer scoffed at the iPhone’s lack of a physical keyboard: “[I]t doesn’t appeal to business customers . . . which makes it a not very good email machine.”4 At the time, physical keyboards were the industry standard.

But the iPhone’s touchscreen was so good, it immediately converted skeptics. The Wall Street Journal columnists Walter Mossberg and Katherine Boehret, who professed to being deep skeptics of the lack of a physical keyboard, said it was a “nonissue.”5 Case closed. That assessment validated what Jobs predicted to Marc Andreessen, a venture capitalist, at a dinner in 2006 when Jobs previewed an iPhone prototype. As later recounted to Forbes, Andreessen questioned, “Are people really going to be okay typing directly on the screen?” Jobs replied, “They’ll get used to it.”6

They did. Within five years, virtual keyboards became the industry standard. The virtual replaced the physical, in a way that opened up new possibilities, such as a larger display for viewing—and touching. The iPhone revolutionized smartphones.

The iPhone presented an easy case. It’s often far more difficult to predict the success, let alone societal significance, of a new technology, especially one being rapidly developed in a decentralized manner by multiple entities.

Just recall all the people—in both media and the tech sector—who said that the Internet itself was just a fad or doomed to fail. There’s plenty to choose from, including statements made by very smart people. Robert Metcalfe, the cofounder of Ethernet and the company 3Com, predicted in 1995: “Almost all of the many predictions now being made about 1996 hinge on the Internet’s continuing exponential growth. But I predict the Internet . . . will soon go spectacularly supernova and in 1996 catastrophically collapse.”7 Clifford Stoll, an astronomer and technology author, wrote a Newsweek article declaring all the hype of how the Internet would transform society “baloney.”8 Stoll even published a book elaborating on his skepticism.9 Of course, back in 1995, the Internet was clunky and slow. People connected to it through dial-up. Websites were pretty static and didn’t do much beyond convey information. Google wasn’t invented yet, so it was really hard to find relevant Web pages. Because the technologies for the Internet were still relatively primitive, it was understandable that some people thought it would fail.

But it didn’t. The Internet exceeded all expectations. And it hasn’t stopped. The design of the Internet, under what’s called the end-to-end principle, allows developers anywhere in the world to innovate in a decentralized manner, with new applications added to the end nodes of the network.10 Under this approach, we don’t have to revamp the entire Internet to add new applications or platforms. We just develop the new applications for use on the Internet. Think of it like adding new, state-of-the-art smart appliances to your kitchen and simply plugging them in, instead of having to rewire your entire house. (Of course, advances in connectivity through broadband enabled far greater speeds of Internet access as well as greater functionality, such as streaming of video.)

We’re now in the midst of the most important transformation of the Internet since its inception, a transformation that portends revolutionary changes in many sectors and industries. It’s being driven by blockchain technology, created by peer-to-peer software that establishes a decentralized system that operates as a kind of public ledger, keeping track of transactions in a permanent record. But blockchain is more than just a public ledger. It is a governance system that can be used by anyone to organize and facilitate numerous interactions among people, including commercial transactions, gaming worlds, community-building, and the formation and operation of organizations, such as businesses and decentralized autonomous organizations (DAOs). And the interactions are all decentralized, meaning that no central authority is needed—or even wanted. This movement to return to a more decentralized Internet, hearkening back to its original ideal,11 is known as Web3, which we’ll study in depth.

Blockchain underlies not only Bitcoin and other cryptocurrencies, it also underlies non-fungible tokens, or NFTs, computer programs that create virtual tokens on blockchain. We’ll study the technical elements of NFTs later in the book. For now, it suffices to know that NFTs are computer programs with unique identifiers called token IDs (or, figuratively, virtual tokens), recorded on blockchain to identify or represent things, such as artworks or just about anything. Unlike cryptocurrency, in which each unit is fungible (e.g., all Bitcoins are equivalent), each NFT is unique based on its token ID, hence the name “non-fungible.” NFTs create, in effect, what has been likened to a twin of something designated by the NFT creator, such as a painting or artwork. But the twin exists virtually, on blockchain. Like the iPhone did to the keyboard, the NFT uses a virtual embodiment instead of a physical one. And the most mind-boggling part: the virtual twin is property with its own independent value, potentially commanding thousands and sometimes millions of dollars, as with rare CryptoPunks, all without the need for a physical embodiment.

At first, this concept may be hard to grasp. Indeed, it may sound like fantasy, if not lunacy. How can a virtual token of something else have any value at all? Who in their right mind would pay for a token of, let’s say, a painting instead of the painting itself? In Part II, we’ll devote an entire chapter to understand this shift in perspective—what I call Tokenism, analogous to Cubism’s radical shift in artistic perspective at the start of the twentieth century. Trust me, the concept of NFTs or owning a virtual token won’t seem foreign for very long. Or, to borrow Steve Jobs’s comment, you’ll get used to it. And, once you do, a whole new world of possibilities opens up. 

In March 2021, NFTs had a big moment. In fact, two big moments. Within the span of five days, two NFT sales showed the vast possibilities they offer. The two moments foreshadowed dramatic change, not just to the world of art, but also to ownership and the Internet as we know it. The metaverse is no longer the stuff of science fiction. It’s being built right now.

BEEPLE

Mike Winkelmann is an unassuming family man who lives with his wife and two children in North Charleston. He wears dress shirts, sweaters, and horn-rimmed glasses, which make him look a bit nerdy. Indeed, in a sweater, Winkelmann looks more like Fred Rogers than the avant-garde artist who ushered in a new era for digital art.

Before he did so, Winkelmann’s day job was a graphic designer working on corporate and client accounts, including Louis Vuitton, Nike, and Apple. On the side, he was a digital artist, who worked on his own pet projects and was known as Beeple, a nickname he chose in homage to a beeping furry toy from the 1980s. Beeple’s client work subsidized his own artistic projects, a common practice for many artists. Beeple created free VJ loops, short videos consisting of animation, such as with neon lights, synchronized with techno music. VJ loops are meant to be played continuously as background entertainment during an event. Beeple offered his VJ loops free for anyone to download and use under Creative Commons licenses.12 (We’ll examine the concept of Creative Commons licenses in Part II.) Sharing the VJ loops this way turned out to be brilliant marketing. Beeple’s loops spread among VJs and gave him recognition. His VJ loops were so good, musicians, including Justin Bieber, Eminem, Lady Gaga, One Direction, Nicki Minaj, and Katy Perry, hired him to create the visuals for their concerts and performances, including at the Super Bowl.13

Although Beeple’s client work achieved both recognition and success in the music industry, his “Everydays” art project is what made him internationally famous. Beginning on May 1, 2007, when he was twenty-six years old, coincidentally during the same year as the launch of the first iPhone, Beeple started to create one digital artwork a day, every day, no matter what. Inspired by the animator Tom Judd’s everyday sketches, Beeple called his daily creations “Everydays.”14 He made no exception for his wedding day, the birth of his two children, or illness. On September 18, 2013, at 5 a.m., he quickly sketched a wire-frame figure, resembling a baby or a teddy bear, right before driving his wife to the hospital for the delivery of their first child.15

The point wasn’t necessarily to make something good. The point was to create and improve his craft. Or, as Beeple colorfully explained on his website: “By posting the results online, I’m ‘less’ likely to throw down a big pile of ass-shit even though most of the time I still do because I suck ass.”16 Yes, though he looks like a mild-mannered family man, his comments are often laced with profanity, which gives you a preview of his artistic style. The images Beeple creates, using the 3D animation program Cinema 4D, are graphic and grotesque or downright disturbing—even described by commentators as postapocalyptic. For example, during the 2020 election season, one of Beeple’s artworks, titled Birth of a Nation, depicted a naked Donald Trump with female breasts, breastfeeding a baby Joe Biden.17 It’s hard to unsee the image once you’ve viewed it. That’s the visceral power of Beeple’s work. The artwork received more than 100,000 likes on Instagram. Although many of his Everydays aren’t as overtly political, Beeple has likened himself to a political cartoonist.18 A dystopian political cartoonist is probably more apt, but quite fitting for the chaotic time in which we live.

In 2020, after thirteen straight years of creating Everydays, Beeple assembled five thousand images into a giant collage. The five thousandth artwork depicted a boy drawing, with characters from past Everydays, including Donald Trump, Kim Jong-il, Michael Jackson, Mickey Mouse, Buzz Lightyear, and Mario, looming over the boy.19 Beeple titled the collage Everydays: The First 5,000 Days.

By then, Beeple was thirty-nine years old but still unknown in the traditional art world. He had no gallery representation and was an outsider.20 Indeed, Beeple openly admitted that he didn’t know the traditional art world and had never been to a gallery opening.21 But he had amassed a following of nearly 2 million people on Instagram, where he posted his Everydays and offered them for free for people to use under a Creative Commons license.22 Beeple’s massive social media following gave him influence—and it would soon give him rabid collectors.

A new breed of artist-influencer was born.

In October 2020, Beeple first learned about NFTs on social media.23 He later told The New Yorker that he consulted Pak, a successful and enigmatic NFT artist, for advice.24 Beeple was intrigued after seeing other artists making thousands of dollars in cryptocurrency by selling NFTs. Because of his huge following on Instagram, he thought he could do even better than those other artists, who couldn’t match his following—or, as he put it to The New Yorker: “I would probably make a fucking shitload of money.”25

Indeed, Beeple did. March 11, 2021, was the Beeple moment.

On that day, Christie’s sold Beeple’s Everydays: The First 5,000 Days for $69.3 million. The bidding started at just $100 on February 25, but the last ten minutes of the auction were intense. A bidding war escalated the price from $22 million to the final sum.26 In the last minute and eighteen seconds, the price jumped from $27.75 million to $50.75 million to $60.25 million to $69,346,250. If there were more time, the price would have gone even higher. Justin Sun, the founder of Tron, told Christie’s that he bid $70 million in the last thirty seconds, but it apparently didn’t go through in time.27

Beeple recorded the historic moment on video, while he and his family watched from his living room. After the sale, Christie’s posted the video on YouTube.28 It’s a hoot to watch. When the price hit $27.75 million with one minute remaining, Jennifer Winkelmann, Beeple’s wife, threw her hands to her face, with her mouth open and eyes wide, in sheer disbelief. Beeple, who was sitting next to her on the couch, had to stand up; the intensity was too much to handle. When the price hit $50 million, most of the family members were chatting in the kitchen. One member alerted the rest, pointing at the TV: “Fifty million!” Beeple can be heard in the background, asking incredulously, “What’s going on?!”

The $69.3 million sale didn’t come out of nowhere. Beeple had two prior NFT sales, in October and December 2020, that showed the insatiable demand for his work, with the latter sale for The Complete MF Collection consisting of twenty artworks from the “Everydays” project that fetched a total of $3.5 million on Nifty Gateway, at the time a record for the marketplace (later bested by Pak).29 Beeple’s family cracked open the champagne and doused him with it. Noah Davis, the head of digital sales at Christie’s, recognized the demand for Beeple’s NFTs and seized the opportunity, helping to organize the auction house’s first purely digital NFT auction with Beeple’s work.30

The March 11, 2021, auction took Beeple to a stratospheric level. According to Christie’s, Everydays was the first purely digital art NFT ever sold by a major auction house. And it wouldn’t be the last. Christie’s sold a total of $150 million worth of NFTs in 2021, including nine CryptoPunks for nearly $17 million in total.31 Sotheby’s sold $100 million worth of NFTs in the same year, boosted by a new group of younger investors under age forty.32 Everydays was the first artwork that Beeple had ever sold at a major auction house. But the $69.3 million immediately placed Beeple in the upper echelon of the art world: the sale was the third-highest auction sale by a living artist, behind luminaries Jeff Koons ($91 million) and David Hockney ($90 million).33 Also for the first time, Christie’s accepted the payment in cryptocurrency (38,000 ETH) by the winning bidder, Vignesh Sundaresan, a crypto investor and metaverse developer who goes by the name Metakovan.34 Beeple wasn’t a big crypto investor, so he converted the payment into dollars. He candidly described the NFT market as a bubble, similar to the dot-com bubble of the early Web.35 But he also noted that the bursting of the dot-com bubble didn’t end the Internet. For NFTs, Beeple believed “the technology itself is strong enough where I think it’s going to outlive that.”36

The Beeple moment made the world take notice of both NFTs and Beeple. Media widely reported the sale. The CNBC anchor Carl Quintanilla reported it as breaking news, moments afterward.37 Quintanilla was befuddled. Kelly Crow and Caitlin Ostroff of The Wall Street Journal put the sale into historical perspective: it was “more than anyone has ever bid for artwork by Frida Kahlo, Salvador Dalí or Paul Gauguin.”38

But art critics were utterly unimpressed with Beeple’s work. The New York Times critic Jason Farago lamented “the violent erasure of human values inherent in the pictures.”39 Blake Gopnik contended that sales of NFTs, including Beeple’s, aren’t about the quality of art: “artistic brilliance is pretty much beside the point.”40 After reviewing the various styles in all five thousand images in “Everydays,” Ben Davis, writing for Artnet News, concluded: “None is likely to age well.”41 Davis also questioned Beeple’s allegedly “misogynistic treatment” of Hillary Clinton in some images, and depictions of women, Blacks, and Asians.42 The Telegraph’s art critic Alastair Sooke voiced a similar criticism.43 When Kyle Chayka of The New Yorker questioned Beeple about some of his earliest works for “Everydays,” which included insensitive comments about “art homos” and “black dildos,” Beeple said he wouldn’t use that language today.44 When confronted with the same issue the following year, Beeple reportedly cringed and admitted the captions were “stupid,” “gross,” and “embarrassing,” but said they were from his early work and his approach today is not “so crude.”45 In a joint interview with NVIDIA Studio, Beeple’s wife, Jennifer, who is soft-spoken, admitted she’s always worried about offending people, but Beeple isn’t.46

Whether the art establishment fully accepts Beeple’s artwork remains to be seen. But, if history is our guide, it will. Many of the most respected artists today faced rejection and great backlash, especially if their styles departed from the orthodoxy of the time, or the content was viewed as too controversial.47 As we’ll discuss in Part II, Picasso, perhaps the most influential artist of the twentieth century, initially faced intense backlash—even protests—for decades in the United States and Europe because critics viewed the Cubist style as degenerate and deranged, which top American physicians even claimed was the product of mental illness.

This isn’t to suggest that Beeple will ever reach the level of past artists who are revered today. At least at the moment, Beeple appears to be light-years away from such acceptance. But, being number three on the list of all-time auction sales by a living artist is nothing to scoff at. In less than a year, Beeple put digital art and NFTs into mainstream discussions—and disrupted the entire art market. Christie’s has already embraced him. Will galleries, museums, and art critics do so as well? There are some signs of greater recognition of Beeple’s works. A year after the historic Everydays sale, Beeple had his first solo gallery exhibition in New York City at the Jack Hanley Gallery. (A prior exhibition for a version of Everydays occurred at the Northern Contemporary in Ontario in 2019.) Aptly, the NYC exhibition was titled Uncertain Future.

A month later, the Castello di Rivoli Museum of Contemporary Art in Turin, Italy, exhibited his HUMAN ONE digital sculpture, a generative sculpture that resembled a phone booth with four LED screens depicting an astronaut walking. The sculpture rotates, while the three-dimensional astronaut walks inside the structure, against different backgrounds. The video is dynamic and changes over time. Carolyn Christov-Bakargiev, the museum director, placed Beeple’s sculpture at one end of a five-hundred-foot-long wing of the museum, which is a renovated Baroque castle; at the other end, Francis Bacon’s painting Study for Portrait IX was displayed, facing Beeple’s work.48 Bacon’s painting similarly depicts a man within rectangular lines resembling a booth. What Warhol did in creating Pop Art reflecting media consumption in the mid-twentieth century, Beeple is doing today in creating digital art reflecting online consumption in the twenty-first century, according to Christov-Bakargiev.49

I have yet to find a very favorable review of Beeple’s work by a prominent art critic. Will Gompertz’s review for the BBC probably comes closest. Gompertz gave Beeple’s Everydays three out of five stars, and wrote that the work was good “[i]f you’re into the comic book aesthetic, which can be traced back decades.”50 Gompertz even said it wasn’t “too much of a stretch” to compare Beeple’s style to some of the works of Hieronymus Bosch, Andy Warhol, or Philip Guston. Gompertz recognized the potential: Beeple’s Everydays “will go down in history either as the moment before the short-lived cryptoart bubble burst, or as the first chapter in a new story of art.” (My guess is the latter.)

Outside the traditional art world, Beeple has received more favorable reaction. In an article for Forbes, Jesse Damiani noted how Beeple’s friends, colleagues, and people familiar with his work described him as “fearless . . . no stranger to vulgarity or twisted humor, and . . . deeply invested in his community.”51 Lady PheOnix, an influential digital arts curator and the founder of the online Museum of the Digital Diaspora, told Forbes that Beeple is “a very generous artist, first and foremost.”52 And, among the crypto community, Beeple is a rock star.

In terms of the quality of his artwork, Beeple acknowledged receiving pushback from the traditional art world, but he stuck to his artistic vision. “I’m just trying to expand people’s idea of what art is a little bit because I think if you look at the artists who have stood the test of time, there are people who expanded the idea of what art is,” he explained in an interview with The Washington Post Magazine.53 “Look at Jackson Pollock. It was like, ‘That’s not art—that’s just some splatters,’ and then it expanded people’s idea of what art is. Warhol with screen prints and Picasso with the way he was drawing.”54 Beeple admitted that he didn’t know anything about art history, but, after his Everydays sale, he started to study it to become more educated.55 In an interview with Laurie Segall for 60 Minutes+, Beeple said everyone’s opinion of his artwork is valid even if they dislike his work.56

As the Christie’s auction closed, while sitting with his wife in their living room, Beeple summarized what the moment meant: “Sixty-nine million. I think it means digital art is here to stay.”

Then he removed his glasses to wipe away tears of joy.

KRISTA KIM

Krista Kim almost flunked her studies for a master’s in fine arts in Singapore because her professors didn’t consider her digital art good enough. The school prized painting and sculpture. “They didn’t understand [my art],” Kim told me in an interview. “I was creating art on screens . . . [including] manipulated images of light. They didn’t think of that as valid art.”

Kim passed, but barely. To do so, she fought with the leadership of the school to defend her art. “It wasn’t a pleasant experience, but I kept fighting for my art because I believe in my vision—of Zen for the digital age.”

Kim’s vision emanates from an artistic epiphany she experienced before her master’s studies when she lived in Japan. She was meditating in the famous rock garden at Ryōanji Temple in Kyoto. “I just sat there and entered a Zen state of consciousness,” Kim recounted. “Then I realized that was facilitated by the environment—that the environment, the way that it was created, was so masterful.”

From her enlightenment, Kim developed her vision into an artistic movement that she calls Techism.57 Kim recognized how she was addicted to her iPhone, and how social media had negative effects on mental health, including depression, obsession with receiving “likes,” and narcissism. The business model of social media companies was dehumanizing: it used people as products by selling ads to companies based on tracking people’s online behavior and collecting their data—what the Harvard Business School professor Shoshana Zuboff called surveillance capitalism.58 But, instead of unplugging from our smartphones and technology, Kim came up with the brilliant idea that we can turn technology into a medium for wellness, Zen, and digital humanism.

Influenced by the writings of Marshall McLuhan, who famously recognized in 1964 that “the medium is the message,”59 Kim’s artistic mission is to combat the ill effects of digital technologies by transforming them into an artistic medium.60 Our digital technologies—our screens, our platforms—can be redesigned or repurposed into channels for artistic creations that foster collaboration, greater consciousness, and our shared humanity. Technology and art are no longer separate, they become one.

So what does this fusion of art and technology look like? The best way to see Kim’s unique style is to visit her website.61 My description won’t do it justice. Kim photographs LED lights, a technique she first used while living in Singapore, where LED lights are pervasive, and then manipulates the photographs—what she calls “playing jazz”—using Adobe Creative Suite to accentuate the gradient of colors, in a way that inspires a soothing, sublime, Zen feeling.62 The gamut of colors in the gradient can be achieved only through light on a digital screen. Kim was influenced by the works of James Turrell and Mark Rothko, but her style and technique are distinctively her own.

“It’s all trial and error,” she explained. “I make mistakes. . . . I love creating new ways of doing things and making intersections between areas that have not been discovered before.”

After her time in Singapore, Kim moved back to Canada, where she was born. In Toronto, she was a full-time digital artist, represented by an agent. During this period, she experienced some recognition in the traditional art world, receiving invitations to art exhibitions and shows in Canada, the United States, Europe, and online. In 2017, she also started to create large-scale public art installations. She was invited to display a public light and sound installation titled 8x8 for display in Paris outside the Palais de Tokyo and the Museum of Modern Art of Paris during Nuit Blanche in 2018.63 The 8x8 installation later evolved into Continuum, a grand meditative installation shown in New York, Miami, Milan, Toronto, and other parts of the world. She also collaborated with the luxury brand Lanvin, which printed five of Kim’s artworks for an entire collection of clothing. Kim was a successful artist, but it wasn’t easy.

“Trying to make it in the art world is probably one of the hardest things you can possibly do,” Kim remarked. “It’s a difficult business. Sometimes you don’t even get paid.” For digital artists, it was even more challenging because, at the time, the art establishment didn’t value digital art.

In 2020, Kim had been working on architectural projects to install healing-atmosphere environments for hospitals and hotels. But when the pandemic hit and Canada went into lockdown, Kim started a new art project, Mars House.

Mars House was Kim’s dream home. Because of the lockdown, she decided her dream home should be virtual: the house would be virtual and it could be visited in virtual reality. At the time, Kim had envisioned expanding her business to include a lifestyle, architecture brand. The idea was reminiscent of how the leading artists during the Italian Renaissance, including Michelangelo and Raphael, also designed architecture.64 Mars House would be part of a showcase for Kim’s architectural designs.

“I wanted to create a house that heals,” Kim elaborated. Mars House was designed for healing based on Zen design, reflecting wellness and a meditative environment. Mars House incorporates the elements of Kim’s unique style, using light and the soothing colors of the gradient, accompanied by new-age music composed by her collaborator Jeff Schroeder of the Smashing Pumpkins. Kim designed Mars House—the walls, floor, and furniture—to be constructed all in glass. Yes, Kim intended Mars House to be an actual construction. When I talked with her in summer 2022, she said plans were already underway to build a physical Mars House to make it a destination or retreat for health and wellness, but she wasn’t at liberty to disclose where. She’s even collaborating with a glassmaking company in Italy, which will construct the structures. During the pandemic, Kim thought the glass would have an added benefit: an antimicrobial coating could be used to help reduce the spread of viruses.

Mars House is an architectural wonder. Sotheby’s described it as “a historic icon of this time” and “the finest example of [a digital house] to ever exist.”65 Kim completed the design for Mars House in 2020. It sat dormant on her computer for the rest of the year, as Kim was waiting for COVID to end so she could launch her new architectural business. But in December 2020 her business plans changed when she learned of NFTs. Kim had been researching Bitcoin and Ether for possible investment. That’s when she read more about blockchain. Searching for “blockchain for art” on Google, she discovered NFTs. She immediately applied to the curated marketplace SuperRare and then minted her first NFT, for one of her gradient digital paintings, in February 2021.

Kim soon discovered how NFTs can also be used for the metaverse. Studying what big collectors do with their NFTs, she learned that some display them in metaverse galleries on digital land they’ve purchased in virtual worlds such as Cryptovoxels, Decentraland, or the Sandbox. That’s when Kim recognized NFTs’ vast potential for the metaverse.

“NFTs are truly creating real assets in the metaverse,” Kim said with conviction. “And therefore are the building blocks and the architecture for the metaverse. This is just the first iteration because NFTs will become 3D digital assets, powered by AI. That’s the potential, it can be anything.”

With that insight, Kim knew what to do next: “I should offer Mars House as the first [NFT] real estate asset in history. So I minted it. And the rest is history.”

March 16, 2021, was the Krista Kim moment. Mars House sold on SuperRare for 288 ETH ($512,712).66 The purchase included the 3D files to install Mars House on a metaverse platform, plus the NFT owner received the right to commission the manufacture of physical furniture pieces in glass. Later, during the summer, Kim launched Mars House in the metaverse platform Spatial, so people could visit it in virtual reality, using a VR headset. Rebecca Jarvis, a journalist and technology correspondent for ABC News, even interviewed Kim in Mars House, with both appearing as avatars in virtual reality.

The sale of Mars House, which occurred just five days after Beeple’s Everydays sale, caused quite a stir. Indeed, the sale of Mars House might have been even more confounding than Beeple’s sale, which commentators could attempt to understand (incorrectly) as just another high-priced art auction. Mars House defied simple categorization: this NFT digital house was designed to be built in the metaverse and in real life. Plus, the all-glass design, with infusion of colors and light, is unlike anything we’ve seen before. Just as mind-boggling, the virtual Mars House cost more than the median price of a physical house in Chicago, which was $399,000 in 2022.67 As a New York Times article suggested, many people probably scratch their heads “at people paying real money for virtual property in a simulated world.”68 You may, too.

* * *

The Beeple and Krista Kim moments in March 2021 were historic events that signaled the radical transformation NFTs were effectuating not just in the world of art, but among businesses and industries. The Beeple moment validated the use of NFTs for digital art—as he put it, digital art is here to stay. The Krista Kim moment validated the use of NFTs for virtual property in the emerging metaverse. Or, as USA Today described the sale of Mars House, “The digital housing market has officially commenced.”69

Granted, sales of NFTs in the weeks following these two sales during 2021 were fueled by great speculation, with sales prices of NFTs hitting new heights—which plummeted down to earth in the crypto winter of 2022. It’s important, however, to put aside the speculation and focus on the concept of NFTs. The moments involving Beeple and Kim proved how ownership of NFTs is real. Just as the iPhone showed that people don’t need physical keyboards, NFTs show that people don’t need physical materials to find value and utility in property that exists only virtually, in tokens on blockchain. What the value is, the market will ultimately decide—just as it does for stocks, real estate, art, luxury goods, and cryptocurrency.

For Beeple and Kim, their lives as artists were forever changed by their respective moments in March 2021. Beeple bought a 50,000-square-foot building in Charleston to serve as his studio and museum for his works, including Everydays and more immersive art experiences.70 Beeple’s operations have become a family business, with his brother and once-retired parents involved—all hands on deck to help oversee the sixteen full-time employees. Beeple’s second NFT auction at Christie’s, in November 2021, involved HUMAN ONE. The NFT sold for $28.9 million.71 In the Hulu documentary NFTs: Enter the Metaverse, Beeple explained that he wanted to experiment with screens to “make them feel much more connected and part of the art, and sort of immersive.”72

In 2022, Kim’s Continuum installation was acquired by the Los Angeles County Museum of Art (LACMA), as part of its first acquisition in conjunction with a gift by Paris Hilton, an early adopter and supporter of NFTs.73 Kim also launched, with her partner Peter Martin, a metaverse production studio called 0. Its mission is to build “a human-centered, creative metaverse committed to the highest level of artistic world-building.”74

I asked Kim how NFTs had changed her life. “Wow,” she answered, pausing to reflect. “Completely changed my life. It’s empowered me as a creator to be a sovereign creator—and not to rely on intermediaries to be seen or to be heard or to be recognized. I had immediate recognition posting my artwork and selling it on SuperRare globally. That never happens in the art world. In the art world, you need to be vetted by gallerists. And it’s a heavily gated system, and it’s very much about relationships and gatekeeping.” NFTs enabled Kim to bypass the gatekeeping and to become an internationally recognized artist on her own. Based on her experience, Kim expressed her ardent belief in decentralization and the promise of Web3 to build a better world.

Sure, there are naysayers who don’t believe NFTs are real or meaningful. (We’ll examine the skeptics’ doubts in depth later in the book.) But, once people shift their perspective from owning something physically to owning something virtually, a new world of possibilities opens up.

If you are a diehard skeptic of NFTs or blockchain, I ask simply to reserve judgment until the end of the book. If you’ve ever read an online newspaper instead of a paper newspaper, sent an email or text message instead of snail mail or handwritten letter, used a credit card or electronic money instead of paper cash, attended a Zoom meeting instead of an in-person meeting, or used a virtual keyboard instead of physical buttons on a smartphone, I’m confident you’ll begin to see the utility of NFTs by the book’s end. It requires some outside-the-box thinking—which is why so many artists and creatives are the earliest adopters of NFTs.

Because we’re so early into this transformation of society, most people haven’t made this shift in perspective yet. But many big businesses have. More than two hundred brands—from Adidas to JP Morgan to HSBC to PwC to Samsung—have already purchased virtual land and are planning for greater interactions online in the emerging metaverse.75 Big Tech companies, including Apple, Alphabet, Microsoft, Meta (formerly Facebook), Nvidia, and Qualcomm, are investing millions of dollars to develop metaverse-related technologies, including for augmented and virtual reality.76 And businesses across many industries are developing or have already offered NFTs to their consumers.77 The economic downturn in 2022 may slow this development, but won’t stop it. Businesses see too much potential—and money—in the emerging metaverse.

When the history books are written, the NFT sales in March 2021 by Beeple and Krista Kim will be seen as revolutionary—two moments signaling that NFTs were ushering in a Virtual Renaissance, during which art, ownership, and the Internet forever changed.




Chapter 2

Life-Changing

Change your thinking, change your life.

—ERNEST HOLMES

The starving artist has been romanticized for generations. In 1896, drawing upon Henri Murger’s work, the Italian composer Giacomo Puccini featured, in his opera La Bohème, four bohemians—a painter, a musician, a poet, and a philosopher—living and struggling together in Paris, with a tragic ending.1 Ironically, Puccini himself made millions, with a net worth estimated to be $200 million in 1924, equivalent to $3.4 billion in 2022.2 Despite his own fortune, Puccini’s opera helped to popularize the romantic figure of the starving artist, as seen in the Broadway musical Rent, inspired by La Bohème. Although the starving artist is now enshrined in modern culture, the concept is more disturbing the more one thinks about it: it signals society’s acceptance of the devaluing of artists’ work. As Neda Ulaby, writing for NPR, put it: “There are very few professions where poverty is romanticized.”3 Indeed, besides religious vocations, it’s hard to identify any other.

No matter how romanticized, the starving artist still exists. In 2017, Artfinder, an online marketplace for independent artists, commissioned a survey of artists in the United States and United Kingdom. The income for artists was meager. In the United States, nearly half of independent artists (48.7 percent) earned between $1,000 and $5,000 annually from their artistic work.4 Also, 47 percent said their art generated less than 25 percent of their income.5 Only 21 percent of all artists surveyed generated most of their income (between 75 and 100 percent) from their artistic work.6 Independent artists spend substantial time each week on marketing and business promotion, operating outside the world of selective galleries, which act as gatekeepers for the art establishment.7 “The majority of independent artists do not make a full time living from their work, despite identifying themselves as full time artists,” the report concluded.8

In a similar study of artists from fifty-two countries conducted by the Creative Independent in 2018, the most common sources of income for artists were freelance and contract work (61 percent), income from a job either related or unrelated to their art (both 42 percent), and family support or inheritance (29 percent).9 Fully 83 percent of artists said they made less than $50,000 annually; 58 percent made less than $30,000.10 The median annual income was $20,000 to $30,000. Representation by a gallery was “usually not a helpful way for an artist to pursue financial stability.”11 The pandemic worsened the plight for many independent artists. According to a national survey conducted in April 2020, 66 percent of artists in the United States said they were unemployed, and the average respondent expected to earn only $17,000 that year, an amount below the federal poverty threshold for a family of two persons or more.12

The Internet and digital technologies have exacerbated the many challenges that artists face. On the one hand, online marketplaces, such as Etsy, and crowdsourced funding platforms, such as Patreon, Buy Me a Coffee, and GoFundMe, offer artists ways to finance and develop their businesses and sell their works. Various vendors, such as Art Storefronts, enable artists to set up their own websites, which include online shopping features, and printing and shipping services. On the other hand, creators still typically must hustle for multiple sources of income to support themselves, such as “a more stable day job to subsidize other projects.”13

Artists also face the dilemma posed by posting their work online—the Internet dilemma. The Internet is a great way to promote one’s work to potentially the widest audience imaginable, the world, but the Internet also makes it easy for people to copy one’s work for free. It facilitates both widespread access and widespread copying of artistic works. This dilemma is especially challenging for digital artists whose works are natively digital—there’s no difference between the original and copies, so a copy can supplant the original. In my field, the issue of copyright infringement on the Internet, aka “piracy,” has dominated policy discussions now for more than two decades—without much progress.

In 2011, in an address at Columbia Law School, Francis Gurry, then the director general of the World Intellectual Property Organization, recognized this problem: the Internet had caused a fundamental change in the dynamics of creative production—making it much easier to both share and copy works of authorship—that required us to reexamine copyright policy.

“How can society make cultural works available to the widest possible audience, while at the same time returning some value to creators and to the business associates who helped the creators to navigate the economic system; and to enable the creators and their business associates to lead a dignified economic existence?” Gurry asked.14 To answer that question, we must “challenge society,” he advised, “to share responsibility” in answering this fundamental question.15

Civilizations have always prized art, but how and how much they prize artists have varied. During the Italian Renaissance, the Catholic Church, the rulers, and the wealthy funded artists through a patronage system.16 Guilds also established artists as a profession, and guild membership was apparently required for commissioned work of any significance.17 (Back then, people were commonly referred to by their particular craft, such as painter or sculptor, instead of artist.18) The artists were employed for work beyond fine art, including architectural and design work for infrastructure. Although a patronage system has its own problems, such as elitism, favoritism, and potential censorship, it instituted a professional system for valuing artists and their works.19 Under that system, Michelangelo became the highest-paid artist and amassed a fortune (though he tried to conceal it), according to research by the art historian Rab Hatfield.20 Society viewed artists as central to a city’s prosperity. As Bruce Cole described, “Art was not a luxury, but something that society wanted, needed, and used; consequently, there had to be enough artists to satisfy the considerable demand.”21

The Framers of our Constitution envisaged a different system for the United States. Instead of patronage, the Copyright Clause prioritizes “authors” of creative works by recognizing the power of Congress to grant authors exclusive rights to their works for a limited time.22 Ultimately, providing authors with financial rewards through copyright—meaning the ability to monetize their works and stop others from freely copying them—is meant to serve the public by incentivizing authors to create and disseminate their works to the public.23

That ideal of our copyright system has been lost. Although copyright has often been hailed as superior to patronage, as a way to free authors from the control of and dependence on patrons, the legal scholar Clark Asay points out that our copyright system has never avoided patronage completely—publishers, record labels, and other intermediaries operate as quasi-patrons within our copyright system.24 Indeed, our copyright laws have long catered to industry distributors, the so-called middlemen—publishers, music labels, movie studios, and now media conglomerates.25 It’s not surprising the copyright system has been distorted to serve industries and intermediaries instead of authors. Legislatures, such as Congress and the European Parliament, are subject to intense lobbying from the major copyright industries, and now also Big Tech companies that depend on ISP safe harbors for immunity from liability based on infringement by their users. Lost in the shuffle are individual artists, who have little, if any, say in the debate—and who, not surprisingly, struggle to find opportunities to showcase their works and survive financially.26 As the copyright scholar Jane Ginsburg put it: “All too often in fact, authors neither control nor derive substantial benefits from their work.”27 Why? Our copyright system favors distributors. As Jessica Litman noted, “That bias comes at creators’ expense.”28 The ease of copying on the Internet made the challenge for artists only harder.

Of course, skeptics may argue that we shouldn’t guarantee a living wage to artists. Nothing in the Copyright Clause requires it. If artists have to work three jobs to support their artistic pursuits, so be it. Their art might not be any good. Let the market decide which artists get paid.

The skeptics’ critique is misguided. In addressing the challenges presented by the Internet, Ginsburg stressed the need to consider professional authors and provide them with meaningful financial incentives to create.29 That view comports with the Supreme Court’s economic interpretation of the Copyright Clause, in which authors “deserve rewards commensurate with the services rendered.”30 The Court well understood that “[s]acrificial days devoted to creative activities” shouldn’t be spent so artists starve. Instead, our copyright system is intended to ensure that authors “secure a fair return for [their] creative labor.”31 The Copyright Clause itself recognizes that if we want “progress” in society, we can’t just let the market decide everything. That’s why the Framers gave Congress the power to intervene in the market by establishing a copyright system and exclusive rights for authors. The Framers understood that leaving creative production entirely to the market might not work because unauthorized copying of works would dampen creative production.32 Few artists can afford to create if all of their works can be copied by others for free, with impunity. How will they make a living? The copyright system is meant to address that problem by granting authors exclusive rights to their works for a limited term of copyright. But in the Internet age the ease of sharing unauthorized copies has strained the system, perhaps to its limit. Plus, the concentration of market power in major publishers, labels, and other gatekeepers makes complete reliance on the market dubious at best.33

Even putting aside the failings of our copyright system, the low incomes for independent artists suggest that the traditional market for artistic works does not adequately capture the positive externalities that art and culture provide to society. In other words, society is likely benefiting from artists’ works without having to pay artists anything close to the full value of their contributions to society. Especially during the turbulent time in which we live, art serves an essential role of reflecting, critiquing, challenging, and contributing to society. For example, studies suggest that exposure to art may help to foster open-mindedness, civic engagement, and tolerance. Kelly LeRoux and Anna Bernadska analyzed data from the 2002 General Social Survey of adults and found that “those individuals who attend arts events at least once a year are more likely to participate in various civic associations, exhibit greater tolerance towards racial minorities and homosexuals, and behave in a manner which regards the interests of others above those of oneself.”34

Researchers have also found a correlation between education in art and better behavior, better writing, and greater compassion among schoolchildren. In 2019, the Brookings Institution conducted a randomized, controlled study of 10,548 grade school students in forty-two Houston schools, which were a part of the reinvigoration of arts education under the city’s Arts Access Initiative.35 The study found that, compared with the control group, students who were exposed to arts education manifested positive benefits: “a 3.6 percentage point reduction in disciplinary infractions, an improvement of 13 percent of a standard deviation in standardized writing scores, and an increase of 8 percent of a standard deviation in their compassion for others.”36

These studies are part of a growing body of empirical research on the positive benefits of the arts to society, including health and wellness.37 Americans already appear to understand intuitively some of these insights identified by researchers. In a random survey of 2,011 adults conducted by Ipsos in 2019, 91 percent of Americans believed “the arts are a vital part of a well-rounded education for K–12 students.”38 In addition, 64 percent believed that, without arts education, students will be less prepared for jobs of the future.39 Fully 93 percent of Americans said they believed that exposure “to different arts helps broaden one’s mind,” and 90 percent said it is “a great way to reduce stress.”40 Likewise, 83 percent said that “art is essential to building communities and identities.”41

Few deny the importance of art to society, yet artists face dim prospects of making a living. The majority of independent artists make less than $30,000 from their art, and the select few who obtain gallery representation are by no means guaranteed financial security. First of all, artists who are represented by a gallery typically get only 50 percent of any sale, with the other half going to the gallery. Moreover, galleries operate on a notoriously bad business model. As one commentator described, “It turns out that the upbeat world of biennials and art fairs and parties is in fact a cutthroat, antiquated, deeply flawed industry hampered by an obsession with keeping up appearances and an often misguided aversion to making money.”42 In 2015, Magnus Resch caused a stir in the art world when he published a book in which he analyzed the flawed business model of art galleries.43 Resch’s expanded study in the second edition of his book included eight thousand galleries in Germany, the United Kingdom, and the United States, the three nations with the highest number of galleries.44 According to Resch’s analysis, galleries congregated in major cities, where rent was the highest expense, and lacked a diversity of offerings, instead targeting a very narrow market of contemporary art collectors.45 Paying high rent was not economically prudent for many galleries, especially if serious art collectors typically didn’t frequent galleries, as one gallery director indicated.46 Resch concluded: “The almost unanimous, and unquestioned, conviction that central premises in a major city are essential simply cannot be justified with an economic rationale[.]”47

What if we can devise a better market for visual artworks? One that has little overhead and requires no rent or physical gallery. One that is decentralized and permissionless, without the need for middlemen or gatekeepers. One that empowers artists to keep most, if not all, of their sales revenue—and even get a royalty for every resale of their art. One that is more diverse and open to all artists. And one that romanticizes the thriving artist. 

That’s what NFTs provide. Within a short time, NFTs have offered a potential solution to centuries of devaluing artists’ works. They also offer a potential solution to the Internet dilemma; as we’ll examine in Part II, widespread copying doesn’t necessarily diminish the value of NFTs. NFTs don’t solve all the problems that artists face or all the failings of the copyright system, but they do offer a promising alternative. And the beauty of this alternative is that Congress didn’t create it. Blockchain developers and artists did, in a decentralized manner. Artists now have the ability to take control of their own artistic future—through NFTs. This chapter examines how. (Although it focuses on visual artists, as we’ll later see, NFTs can be used by artists of all kinds.)

OSINACHI

Prince Jacon Osinachi grew up in Aba, a center for commerce and trade in southeast Nigeria, the most populous country in Africa, where military rule ended just in 1999. Even though Nigeria had one of the largest economies in Africa, the developing country faced many challenges, including one of the lowest per capita incomes ($350).48 As a kid, Osinachi didn’t have Internet access at home. It wasn’t until 2003 when he first
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