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			What’s Yours Is Mine

			Tom Slee writes about technology, politics, and economics, and in the last two years has become a leading critic of the sharing economy. He has a PhD in theoretical chemistry, a long career in the software industry, and his book No One Makes You Shop at Wal-Mart is a game-theoretical investigation of individual choice that has been used in university economics, philosophy, and sociology courses. He lives in Waterloo, Canada, and blogs at www.tomslee.net.
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			To my mother, Audrey Slee

		


		
			Amongst the highly placed

			It is considered low to talk about food. 

			The fact is: they have 

			Already eaten.

			BERTOLT BRECHT, From a German War Primer

			  

			What’s yours is mine, 

			what’s mine is my own.

			Traditional Yorkshire saying

		


			Preface

			A lot has changed in the two years since I completed the manuscript for   the original US edition of this book.

			Sharing Economy poster children Uber and Airbnb have continued to grow rapidly in terms of market capitalization, investment raised, revenue, controversy, media attention, and (in the case of Uber) financial losses. Both have followed through on their ambition to disrupt traditional industries as they continue to struggle for legitimacy. The companies seem to have validated the dramatic predictions that some people made about the Sharing Economy as a sea change in the way businesses worked.

			But outside transit and travel, the picture is different. Beyond these twin pillars, the Sharing Economy looks more and more like a bubble, as companies offering delivery services, home services, and goods-for-rent through Internet and mobile platforms have struggled to grow and/or attain profitability. It turns out the Internet does not add much, after all, to the world of informal neighbor-to-neighbor sharing, and the tool libraries and other community initiatives have remained small, their success depending more on the strength of their underlying community than on the benefits brought by a software platform. 

			I don’t know whether to be pleased or disappointed that the main thesis of the book has been borne out by events. The transition from the generosity of “What’s Mine is Yours” to the self-interest of “What’s Yours is Mine” is essentially complete, and the “sharing” in the Sharing Economy has been reduced to simple market exchange. The appeal of a bottom-up, personal, community-driven alternative to traditional corporations has fizzled; we are left with Uber, a company financed by high-net-worth investors via Morgan Stanley and by Saudi Arabia’s Public Investment Fund, and Airbnb, by some measures the largest hotel company in the world.

			As Uber and Airbnb have grown, they still struggle to define a sustainable business model. Their success to date is not only a matter of new technology; it has also been driven by using the platform model to push the costs and risks of business onto the platform participants (drivers for example), and onto the neighborhoods and cities in which they operate. And so that success has led to pushback from cities around the world: the narrative of responsible self-regulation no longer looks convincing, and during 2016 and 2017 city governments have gained confidence in their dealings with these brash new arrivals, and no longer accept as a given that the Sharing Economy is an inevitable technological fait-accompli, a future that they must board if they are not to be left behind.

			The Sharing Economy is a global phenomenon, but has been and continues to be dominated by Silicon Valley companies and institutions; so although I am Canadian and British, much of this book deals with American events and debates. Much of the conversation in the UK and in Australia has swirled around Uber and Airbnb, but has also included a distinctive component in each country.

			The UK has welcomed the Sharing Economy with particular warmth. Following a government-commissioned report, trade group Sharing Economy UK was launched in March 2015 and found a receptive voice in Westminster. After raising the tax-free threshold for lodging income from £4,250 to £7,500, a Sharing Economy allowance of £1,000 was introduced in Spring 2016 for property income and for trading online. The technology-friendly attitude mirrors the UK government’s early commitment to other Silicon Valley “movements” such as the Open Government Data program (Chapter 7). But beyond being pro-technology, the government has also uncritically accepted much of Silicon Valley’s rhetoric of disruptive innovation. It is remarkable that the Bay Area technology industry can continue to see itself as a collection of scrappy non-conformist outsiders while accumulating the greatest collection of private fortunes in the world. Shunning suits and ties in favor of hoodies may be enough for the denizens of North California to believe they remain outside the elite; but for those of us far from Silicon Valley, the combination of wealth, power, and a refusal to accept limits on their own actions should inspire relentless questioning, at the very least.

			The argument that the Sharing Economy represents an inevitable future for the world of work and the service economy in particular has been too uncritically accepted in the UK. The growth to date has been impressive, but how much of this growth is sustainable? And to the extent that it is sustainable, how much is the product of technological efficiencies, and how much the product of “regulatory arbitrage”: the use of new technology to avoid following the rules that others have to follow? The UK record is much less clear than the industry marketing would claim.

			Airbnb has been growing spectacularly in both London and Sydney. From just over 20,000 listings in London at the beginning of 2015, Airbnb has grown to well over 60,000 listings today. The shape of its business parallels that in many other cities (as set out in Chapter 3): despite Airbnb’s home-sharing message of personal, peer-to-peer sharing, 70% of revenue goes to “entire home” rentals rather than the shared spaces that the company’s image presents, and over half of all visits go to hosts with multiple listings. Sydney listings have grown from 7,500 at the beginning of 2015 to over 25,000 today; about 60% are entire homes, and these make up over 80% of the revenue. Multiple-listers make up 30% of the listings, but nearly half (47%) of the revenue.1  

			An investigation by Vanessa Houlder of the Financial Times showed that up to a third of the price gap between hotels and Airbnb rentals is due to tax differences,2 with hotels being subject to business taxes and value-added taxes that almost all Airbnb hosts avoid, while many Airbnb hosts benefit from the Sharing Economy allowance mentioned above. Airbnb also avoids costs such as commercial-level fire and safety protection and accessibility features, which its competitors must pay to install. With Airbnb now valued at $30 billion – putting it in the same league as the largest global hotel companies – the sloping playing field demands some re-inspection. 

			The Australian debate over Airbnb and the broader Sharing Economy has played out at the state level rather than the national level. To take New South Wales (NSW) as one example: the state has been generally supportive of the Sharing Economy in principle, setting up a Sharing Hub in Sydney early  in 2017 as an incubator for startups, but there has been much more controversy over Airbnb and its Australian competitor Stayz. Following a 2016 commissioned report, the NSW government released a paper of policy options in July 2017. While South Australia and Tasmania have been receptive to Airbnb, NSW seems, at the time of writing, to be heading down a stricter path. High-profile cases of disruptive “party houses” have made neighborhood and building livability a central concern, and a healthy traditional Bed & Breakfast industry have been active in arguing for a level playing field.

			Uber’s seemingly unstoppable march has been slowed during 2017 as the company has been hit with scandal after scandal, some of which are discussed in Chapter 4 and Chapter 9. Events are moving fast – my description in these pages of Travis Kalanick as the company’s CEO is already out of date – but as Uber searches for a new leadership team, it is becoming clear that the incoming executives will be presented with something of a poisoned chalice. That “wow moment” of pressing a smartphone screen to call a car has blinded many observers to the more humdrum aspects of the taxi business. It has now become clear that Uber has gained massive market share in part because it is losing money on every ride, and the path to profitability is looking increasingly hazardous and uncertain. Even with the subsidies, driver pay is so low that keeping them on the platform is becoming a challenge. Increasing fares will drive away customers. As it becomes more desperate, the temptation to resort to underhanded practices such as dynamic personalized pricing to extract as much money as possible from passengers, and increasingly manipulative tactics to keep drivers on the road, will only become stronger. As with Airbnb, the more mundane aspects of the business that they seek to disrupt are reasserting themselves.

			Despite its welcome of the broader Sharing Economy, the UK has seen a vigorous debate over employment when it comes to Uber and the cluster of on-demand or gig-economy service companies typified by restaurant-delivery company Deliveroo. The uncertain nature of work on these platforms has fed into related controversies over unpaid internships and zero-hours contracts. A key to the outcome is likely to be whether workers for these kind of companies are entitled to be considered employees or, as the companies would prefer, self-employed independent contractors. The recent Taylor Report on modern working practices did little to clear the air, suggesting a status of “dependent contractor” for some platforms, but the key battles look likely to be settled in court, on a case-by-case basis. 

			In a 2016 report, industry analysts PwC forecast that the UK Sharing Economy would grow from £7 billion in 2015 and £13 billion in 2016 to no less than £140 billion in 2025, with a 45% annual growth rate for on-demand household services (the topic of Chapter 5). This prediction of continuing growth in the UK’s Sharing Economy is looking shaky as the limitations of innovation are becoming clear.  PwC highlighted three UK startup stars in their report. In the on-demand services area, it picked out Hassle, since bought by a German company, Helpling, which has repeatedly postponed its targets of reaching profitability and which has now taken investment from old-school Unilever. In the home-sharing world, it picked out Love Home Swap, founded by Debbie Woskow (who also led Sharing Economy UK). Her company has now been bought by another old-school company, Wyndham Worldwide, the holding company for the Wyndham hotel chain. Finally, JustPark continues to be a small, privately held company that now seems to be looking to diversify from its “share my driveway” model to a more orthodox supplier to parking lot owners.

			Uber is legal in most Australian states, but, as in other countries, the question of employment status continues to plague the company.3  Uber has “deactivated” drivers without explanation or appeal,4 and disgruntled drivers are now looking to be recognized as employees.5  

			Are the trials and tribulations of Uber, Airbnb, and their smaller siblings just teething troubles in the emergence of a new economic mainstream, or are they signs that the Sharing Economy is something of a bubble? My bets are increasingly on the latter, with new technological developments being absorbed into existing business models, and with city and national governments pushing back on attempts to use technology as misdirection, hiding Silicon Valley’s attempt to undermine the imperfect but necessary ground rules by which constructive businesses should abide.
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			1. The Sharing Economy

			The Sharing Economy is a wave of new businesses that use the Internet to match customers with service providers for real-world exchanges such as short-term apartment rentals, car rides, or household tasks. At the leading edge of this wave are Uber and Airbnb, each showing eye-popping growth to bolster their claim that they are disrupting traditional transit and tourism industries. These two are followed by a flock of other companies vying to join them at the top of the Sharing Economy world.

			Supporters sometimes describe the Sharing Economy as a new type of business and sometimes as a social movement. It’s a familiar mix of commerce and cause in the digital world. Silicon Valley may have its share of the world’s richest people, but it has always seen itself and presented itself as being about more than money: it’s also about building a better future. The Internet is making the world better, not just by giving us better gadgets and more information, but by reshaping society, root and branch. We now have the technology to solve problems that have plagued humanity for centuries, making old institutions and old rules obsolete and replacing them with computation.

			The buzz around the Sharing Economy began a few years ago, but it really started to enter the mainstream in 2013 and 2014. It makes promises that appeal to many people; they certainly appeal to me. Start with informal exchanges—giving a friend a car ride or borrowing a power drill, or running a few errands for neighbors—and use the connecting power of the Internet to scale them up, so that we as individuals can rely more on each other and less on faceless, distant corporations. Each exchange helps someone make a little money and helps someone save a little time: what’s not to like? By taking part in the Sharing Economy we help to build our community instead of being passive and materialist consumers; we help to create a new era of openness, in which we can find a welcome and a helping hand wherever we go. 

			The Sharing Economy promises to help previously powerless individuals take more control of their lives by becoming “micro-entrepreneurs.” We can be self-directed, dipping in and out of this new flexible mode of work, setting up our own businesses on Sharing Economy web sites; we can become an Airbnb host, a driver for Lyft, a handyperson for Handy, or an altruistic investor making loans on Lending Club. The movement seems to threaten those who are already powerful, like big hotel chains, fast food chains, and banks. It’s an egalitarian vision built on peer-to-peer exchanges rather than hierarchical organizations, and it’s brought about by the Internet’s ability to bring people together: the Sharing Economy promises to “get Americans [and others] to trust each other.” 1 

			The Sharing Economy also promises to be a sustainable alternative to mainstream commerce, helping us to make better use of under-utilized resources—why does everyone need a power drill sitting on a basement shelf when we could share? We can buy less and so lighten our footprint on the planet—maybe use Uber rather than buy a car? We can choose access over ownership, and move away from a consumerism in which many of us feel trapped. We can be less materialistic, looking to experiences rather than possessions to give meaning to our lives. 

			Well, that was the promise. 

			Unfortunately, something different and altogether darker is happening: the Sharing Economy is extending a harsh and deregulated free market into previously protected areas of our lives. The leading companies are now corporate juggernauts themselves, and are taking a more and more intrusive role in the exchanges they support to make their money and to maintain their brand. As the Sharing Economy grows, it is reshaping cities without regard to those things that make them livable. Rather than bringing a new openness and personal trust to our interactions, it is bringing a new form of surveillance where service workers must live in fear of being snitched on, and while the company CEOs talk benevolently of their communities of users, the reality has a harder edge of centralized control. Sharing Economy marketplaces are generating new and ever-more-entitled forms of consumption. The language of “a little extra money” turns out to be the same as that used about women’s jobs forty years ago, when they were not seen as “real” jobs that demanded a living wage, and so did not need to be treated the same, or paid as much, as men’s jobs. Instead of freeing individuals to take control over their own lives, many Sharing Economy companies are making big money for their investors and executives, and making good jobs for their software engineers and marketers, by removing the protections and assurances won by decades of struggle, by creating riskier and more precarious forms of low-paid work for those who actually work in the Sharing Economy.

			•

			There is a contradiction built into the name “sharing economy.” We think of sharing as a non-commercial, person-to-person, social interaction. It suggests exchanges that do not involve money, or that are at least motivated by generosity, by a desire to give or to help. “Economy” suggests market transactions—the self-interested exchange of money for goods or services. There has been a lot of debate about whether “sharing economy” is the right name to use to describe this new wave of businesses, and a raft of other names have been tried out—collaborative consumption, the mesh economy, peer-to-peer platforms, the gig economy, concierge services, or, increasingly, the “on-demand economy.”

			There is no doubt that the word “sharing” has been stretched beyond reasonable limits as the “sharing economy” has grown and changed, but we still need a name when we talk about the phenomenon. While it may not last more than another year or so, “sharing economy” is the name used right now in 2015. I will use the name, but to avoid repeated use of the word “alleged” or annoyingly frequent scare quotes I will capitalize it as the Sharing Economy.2

			Definitions don’t take us very far when talking about something as fluid and rapidly changing as the Sharing Economy, but we still need to draw some boundaries around the topic to talk about it coherently. Chapter 2 surveys the Sharing Economy landscape: it explores what kind of organizations are included, where they come from, what they do, and how they are funded. The chapter shows that there are at least two visions of the Sharing Economy: the first is the communitarian and co-operative vision focused on small-scale personal exchanges. The second is the disruptive, globe-straddling ambition of companies with billions of dollars to spend challenging democratically made laws around the world, acquiring competitors in search of scale, and (in Uber’s case) researching new technologies to render its work force obsolete. If the former vision can be called “what’s mine is yours,” I think of the latter as “what’s yours is mine.”

			It is impossible to talk much about the Sharing Economy without looking at its two acknowledged leaders: Uber and Airbnb. For many people, these two companies are the Sharing Economy, and they have given rise to a legion of imitators pitching venture capitalists with their efforts to be “the Uber of this” or “the Airbnb of that.” Founded within a year of each other in the San Francisco area, both have grown by leaps and bounds ever since, bringing their business model to cities around the world. Uber’s market valuation exceeds that of the world’s largest car rental companies, Airbnb’s matches those of the world’s largest hotel chains, and despite being in seemingly prosaic industries (taxis, apartment rentals), the founders of each are now billionaires. 

			The technology of the two companies is often described in similar terms: each rely on software platforms, web sites, and mobile apps to match consumers with providers, and to take a slice of the proceeds. The software also handles payments, and each provides a reputation system that they claim solves the problems of screening so that strangers can trust each other.

			But the two companies are also quite different. Airbnb is the poster-child for sharing: in its public statements and in its marketing it actively promotes a bucolic “shared city” where “local mom and pops flourish once again . . . that fosters community, where space isn’t wasted, but shared with others.” Uber, as its name suggests, is not interested in anything so soft and fuzzy as community: it projects an aspirational image of status (“Everyone’s private driver”) and its confrontational CEO Travis Kalanick is well known to be a fan of Ayn Rand and her ideology of rugged individualism.

			Both companies have run into controversy in many of the cities where they operate, running afoul of city regulations and laws, and both have taken the approach of pushing for growth, aiming to present a fait accompli to slow moving and often understaffed city governments. Both believe that their innovations make existing rules obsolete and that their technology can solve the problems that city regulations were meant to solve, but better and with a lighter touch.

			Chapter 3 is about Airbnb. It shows how the company’s real business is different from the image it has cultivated, and how its growth is aggravating problems in the cities where it operates, particularly in its most popular destinations. Chapter 4 is about Uber: how its pursuit of a consumer-driven society is ushering in a new form of precarious work, and about its misleading claims that it is delivering both cheap rides for travelers and well-paid jobs for drivers. 

			Running errands and cleaning are among the other unglamorous jobs that have suddenly become the target of venture capital funding. The lives of those working in what are increasingly called “on-demand” services is the subject of Chapter 5, from early pioneer TaskRabbit (“neighbors helping neighbors”) to the newer entrants who have long since given up on any idea of community in their drive to establish growing and profitable businesses. Other examples of Sharing Economy services are sprinkled throughout the book.

			One of the limits to social engagement has always been trust. Our generous selves would love to pick up hitchhikers, but we worry that it would be unsafe to do so—if we can trust them—and so hitchhiking has almost vanished as a way for people to get around. Chapter 6 looks at one of the biggest claims made for the Sharing Economy: that it has used the Internet to solve the problem of trust between strangers by letting people rate each other on so-called “reputation systems.” These descendants of the rating systems that Amazon and Netflix use to provide recommendations are becoming commonplace in our digital experience, and have been welcomed as almost magical in their ability to guide us to what we want. But magical they are not, and a look at how they work in practice shows that these systems fail in their stated goals, and are increasingly being used to establish a regime of mutual surveillance and even fear among those being rated.

			You may have been a host or guest on Airbnb; you may have given or taken a ride on Uber; you may have ordered a meal from, or delivered one for, Postmates. This book is critical of the companies and of the broader Sharing Economy movement, but it is not my intent to make you feel guilty or defensive about taking part in Sharing Economy exchanges. The problems with the Sharing Economy do not lie with the individual participant looking for a novel vacation or a quick ride across town, any more than the broader problems of consumerism lie with the individual filling a car with gasoline or buying a new pair of shoes. The problems lie with the companies themselves, and with the financial interests using those companies to drive a broader agenda of deregulation in search of private wealth.

			•

			The Sharing Economy may be new, but it does have a history and a context, and we need to explore these to understand its agenda, and to understand how it is evolving. Chapters 7 and 8 explore the origins of the Sharing Economy in Internet culture: the values and practices that permeate Silicon Valley companies and the wider world of technology enthusiasts, from open source programmers to Bitcoin advocates to the “maker movement” and beyond. 

			Any short description will undoubtedly be an oversimplification, and of course there are disagreements and disputes among its adherents, but a coherent Internet culture does exist. It embraces values of rebellion, drawing from a loose set of attitudes sometimes called the hacker ethic. Facebook’s headquarters are at “One Hacker Way” and it has the word HACK laid out in 12-meter letters in the stone. The company’s mantra until last year was “move fast and break things,” and Mark Zuckerberg recently explained to potential investors: “Hackers believe that something can always be better, and that nothing is ever complete. They just have to go fix it—often in the face of people who say it’s impossible or are content with the status quo.”

			Internet culture also believes that the Internet itself is a key to building a better world. The invention of the Internet marks a break with the past, and an opportunity to open many old political and social debates. Companies see themselves as enlightened participants in these debates, with a social mandate as well as a business mandate; Google’s “Don’t be evil” mantra encapsulates their belief that the company has a moral mission as well as a technological one. 

			Internet culture is also supremely ambitious and self-confident. It’s a confidence captured in venture capitalist Marc Andreessen’s saying that “software is eating the world.” In its outer reaches it is an ambition manifested in ideas of Seasteading (a movement to build self-governing floating cities, started by PayPal founder Peter Thiel) and the Singularity (a belief in “the dawning of a new civilization that will enable us to transcend our biological limitations and amplify our creativity,” originating with the ideas of inventor and now Google employee Ray Kurzweil).

			Just as Hollywood is both a physical location and a global industry with a distinctive set of traditions, beliefs, and practices, so Silicon Valley is more than a place—it is shorthand for the world of digital technology, specifically Internet technology. Silicon Valley includes big companies like Apple, Google, Facebook, Amazon, and Microsoft, and it includes a never-ending stream of ambitious startups, not all physically located in Silicon Valley proper, but all driven by and products of the broader Internet culture. 

			The Sharing Economy takes its inspiration from one particular tenet of that culture: a belief in the virtues of openness. Openness and sharing go hand in hand: to make something open is to stop it being a commodity, to take it out of the realm of private property and make it shareable among members of a community. So open-source software, in which computer code is built by a network of peers and shared for free, is an inspiration for sharing our physical possessions and our labor. Wikipedia shows that software platforms can collect together the efforts of millions of collaborators to make something that is new and global and different, and it inspired the building of web sites such as Airbnb’s. Starting with Napster, file-sharing sites challenged industries that are based on copyright and private ownership, such as music, movie-making, and professional photography. Social media is built on a willingness of people to be open, to share aspects of themselves with others. The Open Data Movement looks to make governments open, using digital technology to drive transparency and innovation. 

			Chapter 7 takes a look at the politics of openness, but the message of the chapter is not as sunny as Sharing Economy advocates would like. Economically, openness has two roles: it is an alternative to commerce (music sharing was an alternative to record stores), but it also generates new forms of commerce (music sharing built YouTube), and those new forms of commerce come with problems of their own. Industries built on openness have delivered some remarkable things, but they have repeatedly failed to deliver on their promises of democratization and equality, and the Sharing Economy is busy running down the path paved by these previous industries.

			As Silicon Valley has grown wealthier and more powerful, the beliefs that you can do well by doing good and that markets can in fact be used to “scale up” efforts for social change, have become mainstream within Internet culture. It’s a viewpoint sometimes called the Californian Ideology.3 From global poverty to civil liberties to education and healthcare, Internet culture sees the combination of technology and the entrepreneurial mindset as the key to solving our biggest problems. But markets, sharing, and social good are uneasy partners, and the relationships between them are the subject of Chapter 8. The Internet is not so complete a break with the past as some would like to believe, and a look at our civic lives and at how cities operate shows that commercial incentives can often crowd out non-commercial forms of sharing. New businesses may be built around sharing and openness, but commercial instincts will tend to drive out altruistic behavior, and the generous impulses that inspired the Sharing Economy will be crushed by monetary incentives.

			•

			The Sharing Economy is young and it is changing rapidly. It will be shaped by our behavior as consumers, but also by our behavior as citizens and our behavior as workers. Sharing Economy companies claim we should trust them and their technologies to take over functions provided by governments: guaranteeing a safe consumer experience, ensuring that employment is fair and dignified, and shaping cities to be livable and sustainable. We should not do so.

			I wrote this book because the Sharing Economy agenda appeals to ideals with which I and many others identify; ideals such as equality, sustainability, and community. The Sharing Economy continues to have the support and allegiance of many progressive-minded people—particularly young people who identify strongly with the technologies they use—who are having their best instincts manipulated and who will be betrayed. The Sharing Economy is invoking those ideals to build massive private fortunes, to erode real communities, to encourage a more entitled form of consumerism, and to create a future that is more precarious and more unequal than ever. 

			There are others who see no contradiction between a social movement and private for-profit firms: these are the believers in “Benefit Corporations” and other forms of enlightened capitalism, who are thick on the ground in the San Francisco Bay area where the Sharing Economy has its home. I hope to convince some of these that the Sharing Economy is failing to deliver on their hopes. 

			Many others are happy to promote a vision of inequality and deregulation for its own sake, in which money takes over the role of democratic institutions; this book does not have much to say to those who have that outlook.

			I work in the technology industry and in my daily life I spend a lot of time with computers. I do not doubt that new technologies can play an important part in building a better future, but they do not provide a shortcut to solving complex social problems or to resolving longstanding sources of social conflict. If the Sharing Economy proponents who do believe in equality and sustainability want to build something useful, they need to drop the hubris of Internet culture and learn some lessons from those in other fields who have been engaged in sharing for years. Just as there are no shortcuts to solving complex social problems, so there is no simple Big Idea to countering the worst of the Sharing Economy. A starting point is that we recognize it for what it is.


			2. The Sharing Economy Landscape

			One way to explore the makeup of the Sharing Economy is to look at an organization called Peers. Formed in 2013, Peers described itself as “a grassroots, member-driven organization that supports the Sharing Economy movement.” When Airbnb ran into business permit problems in Grand Rapids, Michigan or when a neighborhood council threatened to ban Airbnb in Silver Lake, California, it was Peers that rallied Airbnb hosts to lobby councilors on the company’s behalf. When Seattle City Council decided that Lyft and Uber were breaking taxi regulations, it was Peers that mobilized supporters to sign petitions. And these efforts were not in vain: they succeeded in getting councils to back down, and in one of the organization’s most important victories they got the state of California to recognize a new category of transit organization called “Transportation Network Companies,” which created a framework within which Lyft, Uber, Sidecar, and others could operate legally, and which has been imitated in several other states since. 

			In the summer of 2014, Peers listed 75 partner organizations on its web site, and the list gives a snapshot of the Sharing Economy landscape as it hit the mainstream. Spanish company Gudog is “a platform that brings together dog owners and trustworthy dog sitters”; with BoatBound you can “find the perfect boat with or without a captain”; if you prefer eating to boating, you can go to Cookening, a web site where “your host cooks and shares a meal with you, at his or her place.” Cookening is a bit like EatWith, whose “hosts share a talent for making amazing meals and a love for welcoming people into their homes to share them,” and Cookisto charts a similar path, providing a web site through which “neighbors share delicious homemade meals.” If you need to do some handiwork around your house but lack the tools, then you might want to go to NeighborGoods (“share goods with your neighbors and friends”), 1000 Tools (“the rental marketplace for tools”), or, if you are in Australia, Open Shed (“why buy when you can share?”). If you don’t have the skills yourself, you could call on TaskRabbit to provide a helper; if you need an office space to work, try PivotDesk; if you need to raise funds, go to CrowdTilt; if you need your house cleaned, go to Homejoy’s web site; if you need a place to park your car, try ParkAtMyHouse; if you want to rent a bike or surfboard, reach out to Spinlister. There are Sharing Economy organizations sprouting up for all kinds of activities. 

			Getting around is the most prevalent offering, represented by ridesharing companies (Lyft, Sidecar), car sharing (RelayRides), bike sharing (Spinlister, Divvy), and more. Sharing meals and sharing household goods are popular, and personal services such as house cleaning (Homejoy, Proprly) and errands (TaskRabbit, PiggyBee) all have a presence too. Almost all of these organizations have started in the last few years.

			Peers partners come from around the world. California and New York are the most common origins, but there are partners from several European countries (PiggyBee is Belgian, Blablacar is French, Carpooling is German, Swapsee is Spanish, ParkAtMyHouse is British), from Australasia (Zookal, Airtasker), as well as from Israel (EatWith, CasaVersa), South Africa, and Turkey. 

			This diversity, this range of small and neighborhood-focused organizations, is why the Sharing Economy has appealed to the ecologically minded and to those who identify with artisans. It’s why author Rachel Botsman can describe the Sharing Economy this way in a TED talk: 

			At its core, it’s about empowerment. It’s about empowering people to make meaningful connections, connections that are enabling us to rediscover a humanness that we’ve lost somewhere along the way, by engaging in marketplaces like Airbnb, like Kickstarter, like Etsy, that are built on personal relationships versus empty transaction.1

			It’s also why stories in the mainstream press tended to start off with the quirky and personal. Here is the Wall Street Journal: 

			The hottest technology trend is apps that let anyone share anything, which is why Grace Lichaa recently found a group of strangers eating her home-cooked macaroni. 

			About a dozen people she met through the Internet arrived, mostly on time, at her Washington, D.C., house in November for three flavors of macaroni and cheese: garlic-crusted, goat cheese tomato, and curried. Ms. Lichaa, 32 years old, advertised seats for the “mac attack” on a site called EatFeastly.com for $19.80 each.2 

			And here is Wired magazine, in the same vein: 

			In about 40 minutes, Cindy Manit will let a complete stranger into her car. An app on her windshield-mounted iPhone will summon her to a corner in San Francisco’s South of Market neighborhood, where a russet-haired woman in an orange raincoat and coffee-colored boots will slip into the front seat of her immaculate 2006 Mazda3 hatchback and ask for a ride to the airport.3

			Peers is only one lens through which to view the makeup of the Sharing Economy. In 2013 Rachel Botsman presented a classification of Sharing Economy services,4 and in a 2015 report, consultant Jeremiah Owyang presented his own profile.5 In addition to the examples given above, Botsman and Owyang each highlight some sectors that are less well-represented among the Peers membership. 

			One prominent sector is finance. Peer-to-peer lending companies such as Lending Club and Prosper claim to replace credit cards and banks with lower-interest person-to-person loans. Lending Club became a publicly owned company in December 2014 and the volume of peer-to-peer loans is growing rapidly: as of May 2015 the five biggest companies have issued nearly a million loans between them and are generating more at the rate of well over $10 billion a year.6

			Another booming sector is shared working spaces, promoting “access over ownership” for new businesses and independent creators. WeWork, the leader in this space, has raised over $500 million to help it expand. Wired magazine explicitly compares WeWork to Uber and Airbnb after the company’s latest funding round valued it at $5 billion:

			It’s a steep price for what is essentially an office leasing company. But WeWork’s business model, which combines real estate with technology, plays into the “sharing economy” trend that has captivated investors in recent years, thanks to hit companies like Uber and Airbnb. Both companies infused established industries (car services and vacation rentals) with a high tech touch, and as a result, both companies have garnered valuations far beyond their established predecessors (taxi and limo services and hotels). And so it goes with WeWork.7

			Botsman and Owyang both extend the definition of the sharing economy to include companies largely outside the scope of this book. Coursera and others are challenging university education by providing massively open online courses (MOOCs), online marketplaces for products—such as eBay and Etsy—predate the rise of the Sharing Economy and its focus on “real-world” exchanges, and crowdfunding platforms such as Kickstarter can be seen as an extension of the peer-to-peer finance platforms.

			•

			The Sharing Economy landscape is defined not only by what it includes, but by what kind of sharing organizations are missing. Sociologist Juliet Schor sums up the situation: 

			There is great diversity among activities as well as baffling boundaries drawn by participants. TaskRabbit, an “errands” site, is often included, but Mechanical Turk (Amazon’s online labor market) is not. Airbnb is practically synonymous with the sharing economy, but traditional bed and breakfasts are left out. Lyft, a ride service company, claims to be in, but Uber, another ride service company, does not. Shouldn’t public libraries and parks count? When I posed these questions to a few sharing innovators, they were pragmatic, rather than analytical: self-definition by the platforms and the press defines who is in and who is out.8

			(Uber initially resisted being identified with the Sharing Economy, but since starting its UberX program it has increasingly adopted the Sharing Economy language. While some observers resisted including Uber in the ranks of Sharing Economy companies, it now clearly belongs—it was the principal beneficiary of Peers’ efforts around “ridesharing,” and especially the establishment of the Transportation Network Company classification in California.) 

			The normal way in which communities provide shared goods is through government, from municipal swimming pools and soccer fields to public transit to libraries and much more, but there are no government groups in the list. There is no representation among Peers partners from the world of food co-ops, worker co-ops, lending libraries, allotment groups, or other groups involved in non-digital community-sharing initiatives. Zipcar is included (shared access to a vehicle), but the Youth Hostel Association is not (shared access to accommodation). There are many organizations that seem to fit into the Sharing Economy mandate, taken literally, but that have no link to Peers, whether they be equipment rental shops, secondhand stores, boat rentals, or even the big car-rental companies. 

			But the boundaries of the Sharing Economy are not arbitrary. Almost all the members of Peers, and all the groups mentioned by Botsman and Owyang, are technology-focused organizations, and this is central to the Sharing Economy story. If Sharing Economy companies define the name, then it is clear that the Internet is a central part of their self-identification.

			It is the commercial embodiment of author Steven Johnson’s idea of the “peer progressive.” In his recent book Future Perfect, Johnson says: “When a need arises in society that goes unmet, our first impulse should be to build a peer network to solve that problem.” To build a “peer network” means, first and foremost, to build an Internet software platform: a web site and/or mobile application on which consumers and service providers can create a presence and exchange goods and services.9 

			Looked at from other perspectives, the Sharing Economy is not as diverse as it first appears. 

			Strangely, considering the language of altruism and generosity that is so often used to describe it, the Sharing Economy is overwhelmingly made up of commercial organizations rather than non-profits. Out of Peers’ 70 partners, over 60 are for-profit companies, and over 85% of the funding for Peers partners went to California companies. Despite the sprinkling of partners from around the globe, the money shows that the Sharing Economy is predominantly a Silicon Valley phenomenon. (This is one reason why, although I am Canadian and British, this book focuses on American events and debates.)

			Three kinds of service dominate: hospitality (43%), transport (28%), and education (17%). In the world of hospitality most of that funding has gone to one company: Airbnb, which in summer 2014 had raised $800 million since 2009, with the majority coming in the previous twelve months. In the world of transport, the leading fundraiser was Lyft, which had raised just over $300 million, most of that in April 2014. For all the talk of neighbors swapping power drills, these are the kind of companies that are making waves and leading the Sharing Economy. 

			Since summer 2014 the picture has become even more exaggerated. As of August 2015 Airbnb has taken its fundraising to a massive $2.3 billion, Lyft had raised $1 billion, and its competitor Uber (not a Peers partner) had raised no less than $7 billion.10 

			What this all comes down to is that, while the Sharing Economy is often presented as a diverse set of commercial and non-commercial initiatives around the world (from tool-exchange co-ops to pet-sitting and so on), this presentation is a bit misleading. The Sharing Economy is almost entirely a small number of technology firms backed by large amounts of venture capital. 

			•

			The history of Peers itself reflects the tension between the disparate and geographically scattered organizations on its partner list and the reality of a few, well-funded Silicon Valley companies. At its founding, the organization was led by Natalie Foster, who had a background as a community organizer and who had worked with the Obama administration and the Sierra Club, and other leading members had community-organizer backgrounds. When Peers described itself as a grassroots, member-driven organization that supports the Sharing Economy movement, there were people who believed in that description. 

			But the picture is more complex. The formation of Peers was announced by another co-founder, Douglas Atkin. His words, at the LeWeb conference in 2013, have a communitarian ring: 

			I’d like to talk about a movement for the sharing economy. By “a movement” I mean exactly that. I mean huge numbers of people, with a shared identity, mobilized to take action to do two things: to grow the peer sharing economy, and to fight for their collective interests against unfair and unreasonable obstacles.11 

			But in addition to being Board Chairman at Peers, Douglas Atkin is Global Head of Community and Mobilization at Airbnb. Airbnb is not the only company involved in Peers: much of the organization’s funding came from “mission-aligned independent donors” and foundations, but those independent donors included investors and executives of Sharing Economy startups. Peers leader Natalie Foster traced the idea for the organization back to seed money from Airbnb that started a “conversation among stakeholders” at Purpose, an organization that creates “21st century movements.” 12 Douglas Atkin was also a co-founder of Purpose.

			So Peers itself reflects this mix of communitarian intent and corporate self-interest. Atkin, in particular, is well aware of the power that can come from identifying a business with a movement. He set out his philosophy in a 2004 book called The Culting of Brands: Turn Your Customers into True Believers. His approach consists first of determining and declaring your brand’s sense of difference—what sets it apart from the rest of the world—and then providing ways for members to identify with the “cult,” while also identifying an opponent to demonize.13 As Atkin spoke at LeWeb, he slipped back and forth between the language of business and the language of movement. In one part of his speech, participants are taking part in a political action: 

			So what we’re talking about here is not just people sharing their skills, or their apartment, or their car, but also their collective power to expand the Sharing Economy together, and to stand up against entrenched interests who stand unfairly in their way. So “people power” if you like, or more accurately “peer power.” 

			But a moment later, he is more interested in building businesses: 

			I attended a meeting of Sharing Economy participants . . . they were developing ideas—brilliant ideas actually—to share customers with each other, across verticals. One person even suggested that there could be a peer economy currency—maybe Bitcoin. Or even points to encourage people to cross verticals and recruit new people into this new economy. 

			So it is not surprising that almost all the campaigns at Peers were focused on the well-funded sectors of the Sharing Economy represented by Airbnb and Lyft. The highest-profile campaigns, such as the 2014 ridesharing initiative in Seattle, operated side-by-side with well-funded efforts driven by Lyft and Uber themselves. Whatever the intent of the more community-focused Peers activists, the group functioned in part as a front for Silicon Valley lobbying. 

			•

			The funding behind the larger Sharing Economy companies highlights the contradictory currents that drive it. Billionaire and Amazon CEO Jeff Bezos has invested in both Airbnb and Uber; leading venture capital firm Andreessen Horowitz has invested in Airbnb, Lyft, and delivery service Instacart; Founders Fund, a firm set up and led by billionaire and PayPal founder Peter Thiel, has invested in Airbnb, Lyft, and TaskRabbit. Goldman Sachs is another investor in Uber as well as WeWork, which has also been funded by JP Morgan. Lending Club sends emails emphasizing that “Instead of paying interest to a credit card company or on a traditional bank loan, you get your loan through ordinary people like YOU who want to invest in YOUR success,” 14 but its board includes John Mack (ex–Morgan Stanley) and Larry Summers (former Treasury secretary). This kind of wealth and, in some cases, outspoken Libertarian politics, is a long way from the picture of a grassroots movement invoked by Douglas Atkin. 

			The Sharing Economy is a movement: it is a movement for deregulation. Major financial institutions and influential venture capital funds are seizing an opportunity to challenge rules made by democratic city governments around the world, and to reshape cities in their own interests. It’s not about building an alternative to a corporate-driven market economy, it’s about extending the deregulated free market into new areas of our lives. An enthusiasm for “the end of ownership,” the title of one Andreessen Horowitz blog post on the Sharing Economy, is difficult to take seriously when it comes from those who actually own the companies involved. And when Atkin dreams of “citizens band[ing] together to grow and protect their interests in the Sharing Economy rather than companies wielding their power,” one has to wonder where his own company stands. 

			Toward the end of his speech, Atkin made a pitch for help: 

			So I’m here to tell you about some plans which will enable people to create a member-driven movement for the sharing economy [Peers]. If you like, a new kind of union for a new kind of economy. And I’m also here to ask for your support. So if you’re a platform: help your users create this organization and join it. If you’re a thought-leader, blogger, or conference speaker: champion it. And if you’ve got some ready cash, please help fund it. 

			The chutzpah of asking his audience to dip into their pockets to fund an organization put together by billionaire-funded companies is remarkable. One of the motivations behind writing this book is to push back against people such as Douglas Atkin appropriating the language of collective action and progressive politics for private financial gain. 

			•

			You may have noticed that I use the past tense when discussing Peers. That’s because, in October 2014, Peers changed its leadership and its mission. Natalie Foster was replaced as Executive Director by Shelby Clark, the founder of Sharing Economy company RelayRides. In December 2014, Clark announced that Peers would split into two organizations: the Peers corporation and the Peers Foundation.15

			The Peers Foundation is “still defining its future” but the Peers corporation, still using the .org domain usually associated with non-profits, is no longer presenting itself as a grass-roots activist organization. Instead, it is a for-profit service provider for people who work in the Sharing Economy, helping them to find insurance and tax advice. 

			Airbnb itself has not lost sight of the benefits of a social movement for its business. Following the success of its 2015 campaign against Proposition F (to limit homesharing) in San Francisco, it set up the Airbnb Host Movement, and in the next year organized hosts in 100 cities into Home Sharing Clubs.16

			The tension between activist, communitarian, social movement, and business venture was resolved, and the commercial basis of the Sharing Economy has become clearer than ever.

			 


			3. A Place to Stay with Airbnb 

			If there is one company that exemplifies the Sharing Economy, it is surely Airbnb. As we have already seen, it was involved in founding Peers through its executive Douglas Atkin. Rachel Botsman and Roo Rogers’ What’s Mine Is Yours1 was an important book for the Sharing Economy, setting out a vision that has helped to define the movement. The book opens with the story of Airbnb’s beginnings, and Botsman also looks to Airbnb to set the tone for her TED talk on sharing. When leading public commentators like New York Times columnists David Brooks and Thomas Friedman write about the Sharing Economy, they look to Airbnb CEO Brian Chesky. And Chesky speaks out about the values of sharing; in March 2014 he wrote a photo-heavy manifesto-like short essay called “Shared City,” which started like this: 

			Imagine if you could build a city that is shared. Where people become micro-entrepreneurs, and local mom and pops flourish once again. Imagine a city that fosters community, where space isn’t wasted, but shared with others. A city that produces more, but without more waste. While this may seem radical, it’s not a new idea. Cities are the original sharing platforms.2 

			Airbnb traces this vision back to its roots. “If you want to understand Airbnb, you have to understand our beginnings,” says the company on its blog.3 Many Sharing Economy companies seem to have started out the same way: some talented young people come across a problem in their own life, they put up a web site to help solve it, and then they look to turn it into a business. With the help of Silicon Valley venture capitalists, they build a successful and growing company. 

			In Airbnb’s case, the problem was for some young former design students to pay the sky-high rents of San Francisco. In 2007, Brian Chesky and Joe Gebbia were looking for ways to make their end-of-month payments when a design industry conference came to town. They bought some inflatable airbeds and offered accommodations to attendees who would be interested in a cheap place to stay. They were inundated with requests and realized there may be a market for this kind of thing, and so “Airbed & Breakfast” was born. 

			Since then, the story has been one of hard work and growth. Running up the limit on multiple credit cards to finance the very beginnings, they got an early investment from Paul Graham’s Y-Combinator fund. Struggling to get the site to take off, they went out to their biggest city (New York) and got the hosts to have professional photos taken of their rooms to make them more appealing; the bookings increased, and professional photography continues to be the most effective way for a host to attract guests. Other maneuvers included a breakfast-cereal pitch around the Democratic convention in Chicago and a widely criticized email campaign via Craigslist. 

			After the early tribulations, the now-trio of Chesky, Gebbia, and Nathan Blecharczyk found themselves at the head of a phenomenon. In 2011 Airbnb had 50,000 listings; in 2012 that number more than doubled to 120,000; by the end of 2013 it was 550,000; by mid-2015, Airbnb claimed 1.2 million listings and in April 2017 over 3 million. For comparison, the largest hotel company in the world by number of rooms is the InterContinental Group with 700,000 rooms.

			The number of visits booked through the site has followed a similar trajectory: before 2013 there were a total of 4 million visits, by the end of 2013 the number reached 10 million, by early 2015 it claims 25 million visitors, and industry analyst Vicki Stern estimated it was running at 37 million overnight stays in a year.4 While this number is about 20% of the number of guests claimed by the leading hotel companies, growth is not slowing down. 

			Financially too, Airbnb has become a major actor: the company is still private but continues to attract investors. Its $4.4 billion of funding corresponds to an estimated market valuation of $30 billion, comparable to hotel industry giants such as Marriott International ($35 billion) and Hilton ($20 billion). Its three founders no longer struggle to pay the rent: each of them is now a billionaire. 

			By the time you read this book, all those numbers will be bigger. 

			Sharing Economy supporters see the Airbnb story as an inspiration, and it is easy to see why. It’s a web site for “regular, local people who make a little extra money by sharing their homes with respectful guests from around the world” 5 that has grown to challenge the largest global hotel chains. It has shown that a personal visit—human-level contact—is a viable alternative to the impersonal and uniform mass-produced anonymity of the corporate tourist industry. On Airbnb you can rent a tree house, a castle, a room in a clock tower, or a houseboat. Who wouldn’t prefer this to yet another identikit hotel room? In an interview, Brian Chesky says, “We really, really care about this deeper idea of bringing the world together.” 6 

			Airbnb emphasizes that many of its hosts are artistic, and not wealthy: in Barcelona “75 percent of Airbnb hosts earn at or below Catalonia’s average household income.” 7 Airbnb’s web site and its advertising are both built around stories of personal connection: of welcoming hosts, of meals taken together, of friendships formed. It would seem that only the most cynical, jaded person could see Airbnb’s success as anything other than a good thing.

			But there are two sides to Airbnb’s growth, and they are revealed in the stories that float around the company. Airbnb’s publicity relies heavily on inspirational personal stories. I do not know whether those telling the inspirational stories are being sincere or cynical—how could I?—and to some extent it doesn’t matter. Perhaps Brian Chesky knows that the story of the host with an illness who wrote him a letter to thank Airbnb for saving her life always goes over well and so he tells it repeatedly, or perhaps it has some real significance for him, and he really does believe that his mission with Airbnb is to make it possible for thousands—millions—of such people to find a little independence in this difficult world. 

			But I do believe it is possible—even essential—to be skeptical about what I think of as Inspirational Technology Tales. When coupled to an agenda with a lot of money behind it, we owe it to ourselves to ask what it is we are being sold. Airbnb in particular relies on the personal narrative as part of its message—its corporate message—plastering posters of its “regular people” hosts around New York City as part of its campaign to achieve legitimacy in its second-biggest market. 

			And so I have developed a habit of stopping whenever I see an Inspirational Technology Tale and asking myself if there are different stories to be told, one that has a different message. And invariably there is. So here is a story from the Airbnb web site: 

			When the economic crash hit, Tama’s livelihood as a painter and real estate broker was threatened. A serious health condition was only increasing her expenses, with prescription costs at times topping $1000 per month. Receiving guests not only introduced her to new friends—it allowed her to eat, pay her bills, and stay in her home.8

			Airbnb has clearly been good for Tama. But here is another story, which appears in the San Francisco Chronicle: 

			Chris lost his home so that his landlord could make more money by renting out apartments on Airbnb. Chris says: “They forced me out of a home I loved. It was incredibly difficult to find a place, especially because I have a really old dog. I ended up paying over double what I was paying there.” Chris is now suing his landlord and his attorney says: “Airbnb is contributing to the displacement of long-term tenants in San Francisco . . . . It has made it so easy to go into the short-term rental business; it is ubiquitous.” 9 

			If we are to think about Airbnb, we have to keep Chris’ story in mind as well as Tama’s. Here is another story that Airbnb does not include on its web site: 

			Ken owns a few buildings in Nolita [in New York City]. He runs a non-profit that teaches people how to ride bicycles. Now he’s hiring private investigators to see what his tenants are doing. Ken doesn’t like it: “It’s so not me. It’s like how did I become that guy?” But apartment 3 had become a kind of hotel, charging $250 a night and he suspects the tenant made half a million dollars before he evicted her. He says of Airbnb that “They see how lucrative her business was . . . And they refuse to take it down. So they’re not good guys.” 10 

			Airbnb does not mention Ken, or his tenant, but it does claim New York host Shell as part of its community: 

			When New York City was hit by one of the worst hurricanes in history, Shell, a long time host on Airbnb, realized that the loss for some people was devastating. As the waters rose and people had to evacuate their homes, many of them couldn’t return for days, if at all. Shell decided to go online and list her space for free for those who were in need.11 

			Shell’s story became more complex when it turned out that she was renting out several leased properties “in direct violation of her lease.” Her landlord said that “Friends [staying over] are one thing. Groups of social-networking strangers is a completely different ball of wax” and that Airbnb washed its hands of his problem, saying “Airbnb is an online platform and does not own, operate, manage or control accommodations, nor do we verify private contract terms or arbitrate complaints from third parties.” 12 

			The stories that Airbnb leaves out start to paint a different picture, which exists alongside the stories it promotes: a picture of neighbors, landlords, and tenants left frustrated and angry by Airbnb’s business. 

			The overall debate around Airbnb is also framed as a narrative. So Rachel Botsman’s story of Airbnb is of a clash between the impersonal corporate world of global hotel chains and the personal, quirky world of individuals sharing the home in which they live. 

			Again, I have tried to develop the habit of stopping to reflect on how this narrative matches my own experience and what I know about the world. And in the case of Airbnb, the conclusion is that it does not match very well. 

			I grew up in the UK during the 1960s and 70s, one of four children of two teachers. We used to take a holiday each year, and the first holiday I remember was in 1963 when we, together with another family, went to Aberdovey in Wales. There, we stayed for a week in a railway carriage that had been converted into a place to stay—rather like a stationary caravan or trailer, but more interesting for young children. I was too young to remember much about that holiday except for the repulsed fascination I felt for the rows of jellyfish washed up on the beach (alive or dead? I don’t know), but it was neither an Airbnb nor a hotel. 

			The rest of my childhood holidays were mainly booked through a Farm Holiday Guide. We would stay in self-catering or B&B-style rooms, often on a farm. It made a little extra money for our hosts and gave us a great holiday. We returned frequently to Miss Whitaker’s home: she was a dinner-lady in the village of Ulpha in the picturesque Lake District, and she opened up her home for visitors during the school holidays. The River Duddon bubbled past the bottom of her garden; she had a dog named Jan that we used to play with—the first dog I felt comfortable around—and on the frequent rainy days I got to meet Hercule Poirot and Miss Marple from the books on her bookshelves.

			As I grew up, I spent holidays with friends in other venues that have been around for a long time: commercial and youth hostels, trailer parks, and camp sites.

			We were a normal family having normal holidays: our experiences were multiplied millions of times over. In North America, the traditions are a bit different but the rented holiday home or cottage is an experience familiar to millions. Airbnb’s biggest cities are all major tourist centers, and Airbnb now does more business in Europe than in the US. Maybe, instead of an explosion of sharing, part of the Airbnb phenomenon is simply an existing activity moving onto a single web site from a million noticeboards and booklets. 

			Airbnb has its precedents in the digital world too. Couchsurfing started as a non-profit web site (couchsurfing.org, not couchsurfing.com) with a very active and involved community of members. There were get-togethers in many cities and Couchsurfing members even helped to build the web site itself. Couchsurfing had a lot in common with Airbnb, but also some big differences: members would host each other as guests, and often spend time with them during their visit, but unlike Airbnb one of the rules of Couchsurfing was that no money was exchanged. The story of Couchsurfing is an intriguing one, and we shall return to it later. 

			The other digital precedents to Airbnb were the commercial vacation rental sites, some of which are still healthy and growing. HomeAway and VRBO are still as big as Airbnb by many measures, but they have not had the same publicity, and Airbnb’s rapid growth threatens them. The people offering a place to stay on HomeAway tend to be professional property managers who look after a number of vacation rental properties. Unlike Airbnb, these sites have existed largely without conflict with regulators for years, but in December 2015 Expedia bought HomeAway and VRBO seeking to build a competitor that adopts much of Airbnb’s business model. 

			Counting the value of these disparate types of accommodation is probably impossible, but it’s clear that the “Airbnb versus Hotels” story is a long way from a true history. The narrative of incumbent corporate hotel megachain versus scrappy young, idealistic startup turns out to be a cartoon version of history. The market for short-term rentals and vacation rentals is more complex than that. 

			ECONOMICAL WITH THE TRUTH 

			Airbnb has been controversial around the world. The highest-profile dispute has been in New York City, but it has also run into problems in all its major markets, including Amsterdam, Los Angeles, Berlin, Barcelona, and Paris. The company claims the opposition to them is the reaction of slow-moving bureaucracies in hock to the established interests of the hotel industry, but the variety of locations that have had problems with Airbnb suggests something else is going on.

			To understand what kind of business Airbnb really is, we have to go beyond what political scientist Henry Farrell calls “dueling anecdotes,” and take a look at some numbers. In 2013, just as Airbnb was starting to get mainstream publicity, I was frustrated by the lack of solid data behind the debate, so I wrote a program that would go to the Airbnb web site and collect as much information as I could about all the Airbnb listings for a given city. It’s far from perfect, and there are many questions that cannot be accurately answered by data from the web site, but it has been a useful tool for me to understand the true shape of Airbnb’s business.

			Unexpectedly, soon after I started collecting data, Airbnb got into a dispute with the Attorney General of New York, Eric Schneiderman. The number of Airbnb listings in the city was growing and the Attorney General’s office suspected that many hosts were violating a New York City law that bans renting out an apartment in a multiple-dwelling building for periods of less than thirty days. Schneiderman wanted the names and addresses of all 15,000 Airbnb hosts in the city, Airbnb refused, talks broke down, and the company accused the Attorney General of a “fishing expedition.”13 In the wake of the Snowden revelations the Attorney General’s demand was seen as another intrusive data-collection sweep by a government, and both the Electronic Frontier Foundation and the Internet Association (“representing the leading internet companies”) stepped in on the side of Airbnb to “fight this tooth and nail.”14 Meanwhile, Peers collected over 200,000 signatures on a petition to “save sharing in New York,” and Airbnb released a study touting the economic benefits it brings to the city and promoted videos in support of their position. Tensions were running high. 

			Sharing Economy advocates presented the dispute as a conflict between well-heeled incumbents and regular New Yorkers making a little extra money to get by in a tough world; they argued that the laws were written for a pre-Internet landscape, and need to be updated to allow new industries to grow. Airbnb claims that “We all agree that illegal hotels are bad for New York, but that is not our community. Our community is made up of thousands of amazing people with kind hearts.”15 The company published a report insisting that its hosts were almost all “regular New Yorkers, occasionally renting out the home in which they live,”16 and that many of them were using that extra money to help them stay in their homes; they told stories that emphasized the person-to-person sharing of a living space. 

			On the other side, the dispute has drawn in not only the hotel industry but also, in a rare alliance, landlord and tenant groups, as well as affordable housing advocates and neighborhood associations.17 The Attorney General claims that illegal hotels are abusing Airbnb’s site, and New York State Senator Liz Krueger complains that Airbnb is “actively recruiting tenants to list their apartments on their web sites even though they are well aware they are putting residents at risk of eviction” by breaking tenancy or co-operative housing agreements as well as violating the thirty-day law. Some “online businesses have become highly profitable by ignoring state and local laws and ignoring the damage their business model has done to communities.” 18 

			So what does the data have to say about the dispute? My program picked up 15,000 listings, matching the number Airbnb claimed to have in New York City (that number has now reached 38,000). And the data showed that, while not lying, Airbnb was being economical with the truth. 

			Airbnb’s claim that “87% of our hosts rent out the home in which they live” is important to the company because it has repeatedly argued that existing rules designed for professionally run accommodations do not address their new market of regular people, offering accommodation on a more informal basis. At first glance my data actually supported Airbnb’s claim: it showed that 87% of hosts do indeed have a single listing, which matches Airbnb’s number exactly. However, there are several ways to look at the data, and unsurprisingly Airbnb has chosen the way that fits best with the image they seek to create. From 2013 through 2015, those 13% of hosts with more than one listing make up a substantial part of the Airbnb business, renting out no less than 40% of all Airbnb listings, and accounting for over 43% of the Airbnb visits to the city. These figures changed only when New York City took serious action against multiple-listing hosts on Airbnb. So almost half of Airbnb’s business comes from hosts with multiple listings. Airbnb is being economical with the truth. The company presents its business as one of informal, personal exchange, but Airbnb also makes a lot of money from hosts with multiple listings, people who are using the site as a way to build a business by avoiding the rules around bed & breakfasts and short-term rentals.

			Every listing in Airbnb is classified as one of three types. One type is a “Shared Room”: this corresponds to the original “Airbed & Breakfast” story of the company founders renting out airbeds. Then there is “Private Room,” which is what most of us think of when we hear “sharing the home in which we live” with a guest. And finally, there is “Entire Home/Apt,” which means that the host is not present in the house when the guests are there. 

			The data showed that the majority of listings in New York (60%) were Entire Home rentals, and only 3% were the Shared Room rentals that represent the story of the company. In terms of revenue, the figures are even more dramatic, because entire homes usually rent for more than private rooms, which rent for more than shared rooms. Three out of every four dollars that Airbnb makes come from Entire Home rentals, and only 1% from Shared Room listings. Given that most of the Airbnb activity takes place in Manhattan and Brooklyn where multiple-dwelling buildings predominate, it seems likely that a majority of Airbnb listings, and over two-thirds of its income, came from Entire Home rentals that were breaking New York’s short-term rental law.

			Airbnb has built a replica of the original apartment’s living room in its headquarters (along with a replica of the war room from Dr. Strangelove)19 but that living room no longer represents the company’s business. The Private Room rentals, represented on the company web site by pictures of hosts welcoming guests to their dinner table, have also been relegated to a minority. Most of Airbnb’s money comes from exchanges where the host and guest may never meet except to exchange a key. And if the host takes advantage of one of the cluster of management services that are growing up around Airbnb listings, even that meeting may never happen.

			•

			The dispute between the Attorney General and Airbnb was resolved in 2014. Airbnb maintained that it ejected a small number of “bad apples” from its platform, and then it handed over select data to the Attorney General. Unlike the attempts of myself and others to collect data from the public site, the Attorney General’s office had access to Airbnb’s own internal data: almost half a million transactions for stays between January 2010 and June 2014. 

			In a report released in October 2014, the AG’s office confirmed the broad outlines of Airbnb’s business that my survey showed, and added to it.20 It confirmed that well over half of Airbnb listings were breaking the short-term rental law for multiple-dwelling buildings, and showed that the skew of rentals to hosts with multiple listings is even more severe than the web site data suggested: the report found that the 6% of hosts with more than two listings made up 36% of Airbnb’s revenue. 

			Airbnb continues to drive its narrative of low-intensity tourism by emphasizing that its listings are scattered around New York’s neighborhoods, claiming that “82% of Airbnb properties are located outside of Mid-Manhattan, compared to 30–40% of hotels located outside of Mid-Manhattan” and that “Airbnb visitors stay throughout New York’s diverse neighborhoods, in all 5 boroughs.” 21 But again, this is one highly selective way of looking at the data: the Attorney General’s report found that Airbnb visits are not nearly so scattered around the city as the cherry-picked statements suggest: Manhattan and Brooklyn made up no less than 97% of the company’s New York revenue. 

			Airbnb emphasizes the occasional nature of many hosts’ offerings, but again this is one way of looking at the data, and there is another side to the story. The Attorney General’s report showed that “the share of revenue hosts received from units booked for more than half the year has increased, rising from 18% of private short term rental revenue in New York City in 2010 to 38% of such revenue in 2013. Units booked on Airbnb as private short term rentals for half the year and more—and thereby largely removed from long-term housing—generated 38% of all fees Airbnb received in 2013.”

			Since 2014, the pattern has continued. Airbnb’s business has a large component that is professionalized—either listings that are owned for the primary purpose of renting or hosts who own multiple listings—and concentrated in already tourist-intensive parts of the city. Airbnb’s response to each report based on actual data is to claim vaguely that the data is out of date, or inaccurate, but they refuse to come out with any real data of their own to make a counter-case. They release occasional city reports that, they claim, puts the numbers behind their narrative, but these reports lack any substance: their report on Airbnb in New York City ran to a grand total of of 300 words—fewer than the words on this page—and included no methodology statements to back up their claims.22

			Looking at 2015, Airbnb has claimed that in Manhattan the typical (median) listing is rented out only 11% of the time, but a recent independent paper concluded that “all listings with up to this value account together for less than 5% of the revenue” and that over half the company’s revenue comes from listings booked for over half the year. 

			The shape of Airbnb’s business in New York is reproduced, with variations, elsewhere. I have carried out surveys of the listings in all of Airbnb’s biggest cities, and the data shows that the biggest and simplest deviations from the Airbnb narrative found in New York persist. Despite the continued repetition of the Airbnb origin story, the Shared Room now plays a minuscule part in the Airbnb business around the world. Even the Private Room listings that fit with what most of us think of as “sharing” are a minority slice of the Airbnb business. Everywhere, Entire Home rentals are the main source of revenue for Airbnb. In Paris, the company’s biggest city, entire homes make up nearly 90% of Airbnb’s business, and in major centers such as Berlin, Amsterdam, and Lisbon they make up over 70%. 

			Finally, despite the emphasis on regular people sharing the homes in which they live, hosts with multiple listings do make up a substantial part of the company’s business. The makeup differs from city to city. In Paris the number of visits to hosts with multiple listings is relatively small (27%). In San Francisco and Berlin multiple-listing hosts account for over 40% of the visits, and in London and Los Angeles they account for half the visits. In Barcelona, Lisbon, and Rome the majority of visits are to multiple-listing hosts, and in Istanbul, which has over 7,000 Airbnb listings, no less than 80% of visits are to hosts with multiple listings. 

			AIRBNB AND THE CITIES

			The legality of Airbnb’s business in New York City is important, but it is not my main concern; I want to focus on the broader picture of how Airbnb affects cities in its most popular and lucrative markets.

			The Sharing Economy appeals to exchanges that are informal and person-to-person, and that largely sit outside the area of commercial regulation for a reason. If I give a bowl of sugar to my neighbor, food safety inspections do not come into play. Regulations that affect Airbnb are, by and large, municipal regulations, and in many cities bylaw enforcement is carried out by a small team of people acting on a complaint-driven basis. There is a gray area of tolerance built into these regulations, and many cities see enforcement as a last resort, hoping that minor disputes between neighbors can be sorted out directly without involving the authorities. Complaint-based enforcement goes together with blurred boundaries between non-commercial and commercial activities to provide a space for a “gray area” of informal commerce that is part of daily life in most cities. 

			The goal of Airbnb, as of many Sharing Economy companies, is to take this gray area and scale it up. But scale changes things, informal dispute resolution becomes impossible, and activities that were previously benign become problematic. For those of us living on streets with driveways: most of us have no problem with occasional yard sales; if a neighbor starts to run a yard sale every weekend we might get irritated with the cars parked in the street; if half a dozen people on the street are constantly having yard sales, then it starts to disrupt the community and maybe the city should enforce its zoning laws. 

			The same issues of scale apply to visitors. Most of us would not mind if one of our neighbors occasionally has a guest stay over. If all our neighbors are consistently having new and different people stay in their apartments or houses, it becomes a problem.

			Scale is central to the conflicts around Airbnb. The company emphasizes its commitment to cities and community, but it doesn’t seem to understand how real communities work, and the balances that must be struck between different interests.

			It is tempting to think that Airbnb is simply replacing rigid rules with informality and trust, but that is far from the case. The company makes it easy to add a property to its site, but when you sign up for Airbnb as a host or a guest you agree to four separate terms of service that total 30,000 words: almost half the length of this book. The company knows rules when it suits them.

			Our housing and residences are surrounded by rules because we are part of a community and need to get along. Not all these rules are good ones, but co-operative housing organizations place limits on what members can do, landlord–tenant agreements place limits on what tenants can do, city rules put limits on what landlords can do, and rent-controlled apartments are made available with a set of conditions about how they are used. 

			Airbnb has no interest in these rules. Instead, despite its talk of community, the only logic it seems to understand is that of the free market: the right of property owners to do what they want with their property. Tenants in shared buildings don’t like it when their neighbors all start renting out and a new wave of strangers appears in the building every weekend, but this is not Airbnb’s responsibility. Some tenants claim to have been driven out of their apartments so their landlord can make more money by renting out at higher rates on a short-term basis, but Airbnb has no useful response to this except to assert it doesn’t happen very much.

			Much of the press around Airbnb presents it as a dispute between an innovative technology startup disrupting an older, established hotel industry, but the major hotel chains are among the last to be affected by the Airbnb phenomenon, and much remains to be seen about how that particular relationship will play out. For example, Airbnb’s head of global hospitality (now advisor), Chip Conley, comes from the hotel industry and recently said this:

			One of my chief roles here at Airbnb has been to create a more collaborative relationship with the global hotel industry. I’m proud of the fact that some of these hotel global chain CEOs have spoken in a more neutral or even a positive way when asked about Airbnb. There’s been two studies—one we commissioned in New York City and one performed independently in Texas by a Boston University professor—that have shown that Airbnb’s impact on hotels is relatively negligible.23

			When it comes to the disputes around the company, the Airbnb versus Big Hotels narrative is a red herring. In mid-2015 Hyatt Hotels invested in a small Airbnb competitor called OneFineStay, and we can expect to see more collaboration between the chain hotels and the Airbnb market, as Airbnb seeks to expand into business travel and as hotels see an opportunity to make more money from travelers.

			Instead, those who have been affected are the smaller independent hotels and the bed & breakfasts, who complain that they have to register with their city, have the expense of passing fire inspections and health and safety inspections, and have to pay tourist taxes, so cannot compete with the unregulated apartment down the street that has none of these expenses. Ironically, it is the “human scale” part of the tourism industry that Airbnb is damaging.

			City governments are concerned about tax revenue, zoning rules, and consumer protection (who pays when things go wrong?). Civic activists are concerned about the effect of the booming short-term rental market on the price of accommodations and the stock of affordable housing. Will it drive up rents? Will popular but affordable neighborhoods get gentrified? The debates are fiercest in tourist destinations, which are Airbnb’s biggest locations, and Airbnb must be seen against the backdrop of a continually and rapidly growing tourist industry. Worldwide, the number of international tourists has doubled in the past two decades alone,24 growth in the leading destinations outstrips even that number, and the flood of tourists creates inevitable tensions. For example, Barcelona has experienced a massive increase in tourism: 

			The number of tourists visiting has jumped drastically in recent years, from 1.7 million in 1990 to more than 7.4 million in 2012. As residents attempt to go about their lives in a city where tourists often far outnumber the 1.6 million residents, the number of complaints about noise, nudity, public drunkenness and littering has rocketed.25 

			Faced with these changes, cities need to balance the interests of tourism with other interests of the city, including livability for the residents. Each city’s needs are different, because the stresses and challenges facing each city is different. 

			In the cities where it is a major presence, Airbnb has given tourism growth an extra twist. The company is only too happy to take credit for the economic contribution its trade has made to cities around the world—but it is less happy to discuss its other impacts on residents. Repeatedly, Airbnb has proven itself an untrustworthy partner in building livable cities.

			The experience of Amsterdam shows many of the issues. Back in 2012 Airbnb faced one big problem in Amsterdam, which was legality: to rent out homes to tourists, Amsterdam residents were required to register with the city, keep business records, limit the number of guests to a maximum of four people, and rent no more than 40% of the floor area of the house.26 At the time, Airbnb had about 4,000 listings, and the city was concerned about 2,000 illegal rentals.

			Like many cities, Amsterdam’s bylaw enforcement is largely complaint-based, and is not heavily staffed. There is no way that the city could check up on 4,000 listings even if it knew the addresses. So in June 2013 the city decided that so long as there are no complaints, no fire safety issues, and so long as the owner still lives in the house, it would allow short-term tourist rentals.27 Airbnb welcomed the decision, saying that it shows “a line can indeed be drawn between unwanted illegal hotels on the one hand, and the amazing economic benefits created when regular residents are allowed the freedom to rent out their own homes once in a while.”28 

			The decision was formalized in January 2014, when Amsterdam city council decided to permit short-term rentals for a maximum of 60 days per year, so long as they can be done “safely and honestly without causing nuisance.”29 Again, the decision was welcomed by Airbnb as making it “easy for local residents to share the home in which they live, while simultaneously cracking down on illegal hotels that abuse the system.”30 It looked like everyone was happy. 

			But that’s not where the story ends. By August 2014, it was clear that many Airbnb hosts were flouting the city council’s rules. Council research showed that of the 7,000 Airbnb properties in Amsterdam, over 900 were renting to more people than the limit, and over 500 were renting out for more than the allowed time; there were “a large number of professional landlords with multiple properties using the service,” and “private investors are buying up attractive properties to rent out.”31

			By October, the city’s twenty-two full-time inspectors were overrun with complaints from neighbors, and Airbnb was not helping: “They have the rental details and could help us but they are reluctant to do so” said Laurens Ivens of the city council. Despite its claim to welcome a line between illegal hotels and regular residents, the company was not interested in actually helping to enforce that line or in limiting the revenue it made from Amsterdam by being more rigorous about its “community.”

			It was also clear that many hosts were not paying tourism taxes, and that many were not even aware of the rules they were supposed to follow. In December, an agreement was reached between the city and Airbnb for Airbnb to collect those taxes on behalf of its hosts. The Wall Street Journal reported that “As part of the deal, Airbnb would also actively promote rules and regulations that apply to people renting their house to tourists in Amsterdam.”32 

			Unfortunately, Airbnb’s agreement did not extend to helping the city council enforce the rules that it had welcomed. City officials had no way to verify who is paying the tax that Airbnb is collecting, or whether the amounts are correct. As usual, Airbnb declined responsibility: Airbnb executive Patrick Robinson told a Dutch newspaper that it is up to hosts to make sure they obey the rules: “It is not our responsibility.”33 

			Even though Amsterdam was the first city to reach an agreement with Airbnb, and is often mentioned by the company as a positive example of co-operation, the tension continues. From November 2015 to November 2016 the number of Airbnb listings in Amsterdam grew from 10,000 to 17,000, and “In the most popular neighbourhoods, as many as one in six homeowners rent out a room or flat on Airbnb.”34 While Airbnb is not the primary driver of gentrification in the tourist areas of Amsterdam, but it contributes to the problems of affordability and family housing worse. Over winter of 2016-2017 the city “levied fines of �526,500 on home owners who are illegally renting out their properties on holiday rental sites like Airbnb.”35

			•

			Other cities have watched in frustration as Airbnb profits from tourism, disowns any responsibility for managing the activities that provide its revenue, and refuses to provide the information needed for cities to enforce their own rules. 

			Following an explosion of tourist rentals in the city, and complaints by residents, Barcelona cancelled vacation housing licenses in the neighborhood of Eixample in April 2014. As in Amsterdam, the city has limited resources to locate and clamp down on hosts who are renting without a license. As in Amsterdam, Airbnb could help with the problem but doesn’t, preferring to paint a rosy picture of their own presence using their normal language of “home sharing”: “77 percent of Airbnb hosts in Catalonia have only one listing and 53 percent say hosting helped them stay in their homes.”36 Airbnb hosts are “local people who make a little extra money by sharing their homes with respectful guests from around the world.”37 Also as usual, while data I collected from the Airbnb site agrees with this statement (showing, for example, 74% of hosts with a single listing), Airbnb is not telling the whole truth. The company’s business is concentrated in the tourist centers: two-thirds of visits are in two of the city’s dozen neighborhoods. Listings belonging to professional hosts make up over half of all listings in the city. Over half of Airbnb’s Barcelona income comes from professional hosts.

			Airbnb’s impact in Barcelona is multifaceted, but at least part of it is destructive: it erodes the quality of life for those living in high-intensity tourist neighborhoods, it prevents the city from being able to balance tourism with other aspects of city life, and it impedes attempts by the city to establish safety and other standards. 

			Deputy mayor Janet Sanz voices a fear heard from many European tourist destinations when she says: “We don’t want Barcelona turning into a new Venice”, and in November 2016 the city fined Airbnb 600,000 euros for advertising illegal rentals.38

			Paris shows the same pattern as Amsterdam and Barcelona. The city is Airbnb’s biggest market, with over 60,000 listings—so many that in summer 2014 the popular Marais district saw 66,320 Airbnb visitors, which is slightly more than the 64,795 who actually live there.39,40 

			The impact on the city is significant. Here is Ian Brossat, the city’s Director of Housing: “There is already a serious shortage of flats in Paris, especially studios and two-room apartments where couples might start a life together. Now we have this growing problem of holiday lets, with investors moving in and buying up as much as they can. It has become a business, and the result is fewer properties on the market for ordinary Parisians, and higher prices for what is available.”41

			In Paris you can rent out your primary residence for short periods to holiday-makers, but the Paris government believes that as many as two-thirds of properties being rented on very short lets are not primary residences. As usual, Airbnb had platitudes but no data to counter this claim. In February 2015 Airbnb made an agreement with the mayor of Paris to enforce the law, but by May 2015 relations seemed to have taken a turn for the worse again as the city ran spot checks on 2,000 listings in the Marais. Lead officer François Plottin said “The center of our city is becoming deserted. More and more, it’s just tourists.”42

			In early 2017 a study showed that the population of some of the more popular tourist areas of the city was actually falling, and the mayor’s office attributed the fall to “lower birthrates, but also to an increase in second homes, particularly those rented out seasonally to tourists. Meanwhile, 1st arrondissement mayor Jean-François Legaret told Le Parisien that Airbnb ‘has been a catastrophe for central Paris.’”43

			The company’s claim to let you “live like a local” loses its meaning when there are no more locals; its claim to promote a Shared City sounds increasingly like a cover for an American company that is not interested in understanding that other countries and cities are different, and have the right to make their own rules for their own reasons.

			In a 2016 advertising campaign Airbnb exhorts you not to be a tourist: 

			“Don’t go to Paris, don’t tour Paris, and please don’t do Paris.” But then the punchline: “Live in Paris…even if it’s just for a night.” Airbnb executive Jonathan Mildenhall told Adweek that the campaign reflects a growing “demand for experiences that are not like the typical tourist experiences, that actually more reflect what it’s like to live in local places.”44

			Sadly, Airbnb is contributing to the erosion of the very experiences it celebrates.

			•

			If there is any city where Airbnb should be at home it might be Portland, Oregon. In March 2014 this was where Airbnb announced its “Shared Cities” initiative. Portland was the first city to partner with Airbnb on a number of initiatives designed to help the company fit into the urban fabric, and the company also announced that it was building its first office outside San Francisco. Airbnb got legal approval from Portland to legitimize its business: hosts would get a safety inspection, notify the neighbors, and get a $180 permit; Airbnb would pay lodging taxes on behalf of the hosts. “We have to strike a balance between how we accommodate commerce, including this new kind, and our great neighborhoods,” said Mayor Charlie Hales, adding, “I think we got it right this time.”45 

			But again, the relationship deteriorated quickly. As the deadline for getting a permit approached, only 166 hosts of about 1,600 had got one.46 The city demanded the addresses and city permits of the hosts from Airbnb; Airbnb Director of Public Policy David Owen refused, saying the data was private. City Commissioner Nick Fish challenged Owen, saying that Airbnb was claiming “an exemption from all the other laws and rules of society, because we’re somehow ‘on the Internet.’ We welcomed you to Portland, we’re pleased that you’ve harnessed the Internet. But sir, we have to make sure that the guests in one of your hosts’ places—and you do not inspect your hosts’ places—we have to make sure that guest is safe.”47

			Again, the dispute has continued. At the time of writing the most recent development is that, faced with a determined city council, Airbnb has agreed to implement a “one host, one listing” policy.48 Early data I have collected suggests the policy is having an effect. 

			•

			The repetitive trajectory of Airbnb’s growth in tourist centers is particularly sad because there is a clear potential for new forms of informal and low-intensity short-term and tourist accommodations, like older-style hostel offerings and digital initiatives such as Couchsurfing. But Airbnb’s investors have put a lot of money into the company and they expect a return, so Airbnb needs to grow. To satisfy its investors, Airbnb has no choice but to seek to become a global company, operating at scale in as many cities as it can find. And with that goal, any of the benefits of informal sharing are being pushed to one side. The company still speaks of sharing, still uses those heartwarming stories, but as it professionalizes its hosts and seeks to deliver a consistent brand experience, it’s playing an increasingly destructive role in global travel, preventing cities from striking the balance they need to find between tourism and the other needs of a healthy city. There are many actions it could take to stay closer to the city-friendly image it projects—it could limit the number of properties a host lists on the site, limit the number of days a host can rent a property, or limit the density of listings in a neighborhood, for example—but it chooses not to do so.

			As the cases above show, during 2016, cities increasingly found the confidence to push back against Airbnb and demand some kind of accountability from the company: limits to the density of listings, caps on the number of listings a host can provide, or caps on the number of days a listing can be rented out over the course of a year. This topic is returned to in the final chapter of the book.

			•

			To finish this chapter, here’s another story, this one of Airbnb in Rome. 

			I live in Canada, but my family of origin lives in the UK, and while I was visiting them last year my sister and I got to take a trip to Rome for a few days. It was a great trip (we stayed in a rented apartment, in case you were wondering, but not rented through Airbnb), and one of our favorite parts of it was spending an afternoon in the Trastevere district. While Trastevere doesn’t have the big sights, it has many cobbled streets, charming restaurants, a beautiful square, and one of the oldest cathedrals in the city. It’s a more artisan, bohemian atmosphere than some of the other areas of the city, and that’s part of its appeal. 

			So like many other visitors we loved Trastevere, and like other tourists we brought money with us, and spent some of it there, so in a way our visit was good for the city too. But of course our presence is a mixed blessing: too much tourism can erode the very things that make Trastevere so atmospheric and special—especially when those things are the “authentic” life of the locals—raising the cost of living, and putting pressure on property prices. In the end, as tourists you have to hope that the city of Rome and the neighborhood itself find ways to balance the various pressures acting on the place where they live. 

			Not surprisingly, Trastevere does have conflicts over gentrification and the impact of tourism. Here’s a story from last September.49 In 1956 a cinema opened in Trastevere called Cinema America, and it was a feature of the area until it closed, sometime around 2000. In 2004 it was bought by a new set of owners who decided to tear it down and replace it with a parking lot and some apartments. There was local opposition to the plan, and stalemate until in November 2012 a group of young people occupied the cinema. By all accounts, they turned it into a focal point for the community and also attracted some big names of Italian cinema and the arts. In September 2014 the occupiers were evicted by the police, but they have apparently set up elsewhere in the neighborhood and the campaign continues. 

			What does all this have to do with Airbnb? Well, this . . . 

			Figure 1 shows a map of the 8,000 Airbnb rentals in Rome as of May 2014. You can see that the rentals are densest and most expensive in the middle of the city, and that’s also where the most expensive listings are. 

			[image: ]

			Figure 1. Airbnb listings in Rome.
Map data ©2014 Google

			Using the number of reviews as a proxy for the relative number of visits allows an estimate of which listings are the most valuable to Airbnb. Here is (by this estimate) the most valuable listing in Rome—the one with perhaps the highest rental income of any in the city. It’s the dot in Figure 2. 

			If you look just south of this listing, you can see “Basilica di Santa Maria in Trastevere.” This listing is, you will not be surprised to know, right in Trastevere. It’s a beautiful looking place—although not exactly cheap at over $600 per night. The listing text says that it has been “Selected by the airbnb staff who stayed and filmed here for the upcoming airbnb hosting in Rome video” so its charms have been noticed by the company too. 

			Airbnb, of course, says that its hosts “are regular people who occasionally rent out their homes and use the income they earn to pay the bills.” So who is the host for this particularly successful rental? 

			[image: ]

			Figure 2. The most valuable listing in Rome
Map data ©2014 Google

			Well, it turns out that Martin is not so much a regular Trastevere resident. He does have family roots in Rome, but is a Harvard-educated technology entrepreneur who lives in Austin, Texas and who is “rent[ing] out the places I bought with the proceeds from my last software company.” He is now CEO of Vreasy, a “novel software platform” which is “a growing force in the tourism and travel market.” 

			Martin is listed as an Airbnb “superhost.” In addition to the Historic Nobleman’s Loft his listing page shows (in April 2015) a total of six listings on the site—one more in Rome (an “Ultimate Panoramic Roman Penthouse”), one near Monaco, two in Barcelona, and one “Seaplane cabin” that he will fly to any legal European lake so that you can use it as a hotel. 

			Now I don’t know Martin and have made no effort to talk to him, because this is not really about Martin; it’s about Airbnb, and the gap between the idealized “regular people” they present and the reality of multiple-property owners. It’s the gap between their message of caring for neighborhoods and the reality of gentrification driven by uncontrolled tourism, which they are playing a big part in accelerating. Airbnb’s true business in Trastevere is eroding the very qualities that make the district appealing, and it’s exactly the kind of business that the locals of Trastevere are protesting.

			Figure 1 showed the 8,000 listings in Rome in May 2014. Three years later, the number is over 25,000, with about two thirds of visits going to hosts with multiple listings on the site. Martin’s villa is no longer the top listing in Rome, but the pressure of tourism on communities in the city, and Airbnb’s central role in promoting tourism without responsibility, are greater than ever.


			4. On the Move with Uber 

			There is one sector of the Sharing Economy that is bigger than accommodation, and that’s transit, and specifically ridesharing. Just as Airbnb dominates the accommodation market, so Uber dominates ridesharing, but Uber did not create its market in the way Airbnb did. The story of ridesharing is of a set of companies learning from and competing with each other until one emerged victorious.

			But before ridesharing came carsharing. Carsharing is people getting time-limited access to a car, while ridesharing is a person being a passenger in a car driven by someone else. 

			Just as “sharing economy” is no longer a realistic description, so ridesharing is not accurate, to the point that the Associated Press stylebook explicitly says not to use it to describe Uber. Some have taken to calling this model “ridesourcing”;1 the AP stylebook suggests ride-hailing or ride-booking services. Nevertheless, the phrase “ridesharing,” inaccurate as it may be, is still more widely used and I will use it, without the scare quotes.

			But let’s start with carsharing.

			ZIPCAR 

			Carsharing co-operatives have been around for a long time, some run as non-profits and some as commercial companies. There is a continuous history of activities starting in the 1970s, and in Kitchener-Waterloo where I live, Community CarShare was founded in 1998 and is still running. 

			But in 2000 when Antje Danielson and Robin Chase started ZipCar, they brought a new ambition to the space. Just as the story of Airbnb is featured in Rachel Botsman and Roo Rogers’ What’s Mine Is Yours, Zipcar takes the pole position in Lisa Gansky’s 2010 book The Mesh: Why the Future of Business is Sharing.2 Zipcar was never a peer-to-peer company, as the cars were all owned by the company, but it was a form of shared or collaborative consumption based on digital technology: Gansky quotes Chase as saying, once Danielson described a Berlin car-sharing service to her, “A lightbulb went off in my head. I thought: This was what the Internet was made for.” Perhaps even more than Airbnb, Zipcar became the original Sharing Economy company. 

			And Zipcar did grow: from its beginnings in Boston (2001) to New York (2003), and then to San Francisco in 2005, Toronto in 2006, and London later that same year, reaching about a quarter of a million members by 2008. Zipcar continued to expand. It provided an iPhone app to help you book a car, it took investments from Benchmark Capital and General Electric’s Commercial Finance Fleet Services, it merged with competitor Flexcar, it created a partnership with Spanish car rental company Avancar, it acquired UK service Streetcar. 

			The appeal of the company was economic, social, and environmental: it provided affordable driving options (access over ownership), it fostered an alternative, community feel (you are a member, rather than a customer), and it promoted a green image (a more efficient use of resources than individual ownership). It’s a combination that continues to draw people to the Sharing Economy. 

			Sadly, the appeal to community turned out to be more hope than reality. In 2012, researchers Fleura Bardhi and Giana Eckhardt interviewed a set of Zipcar users in Boston, rode with them, and found that Zipcar users are motivated by self-interest and utilitarianism rather than by any altruistic community motives.3 The researchers expected a community to emerge around the Zipcar brand, but found that users resisted the company’s efforts to create a community beyond the straightforward fact of market exchange. Zipcar users were prepared to “look out for their own interests at the expense of the object [the car] as well as the other users,” so that “surveillance and command controls are welcomed” to stop other users from treating the shared cars badly. In an interview the authors say, “Zipcar uses a strict style of governance to maintain compliance with the rules of car sharing to make sure cars aren’t brought back late, the gas tank is filled, etc. Consumers like and even want more of this surveillance, as they feel it is the only way the system can work effectively, since they don’t trust each other to obey the rules without Zipcar’s heavy handed enforcement.”4 

			Bardhi and Eckhardt also expected Zipcar users to be motivated by political consumerism, especially as it relates to anti-car, environmental concerns, but they found no evidence of these motivations either.

			The Zipcar experience was clearly a lot more of a normal, mainstream consumer exchange than advocates were claiming, so perhaps it should have been no surprise when, in January 2013, Zipcar was bought by rental company Avis.5 With that purchase there is no longer a suggestion that the relationship between Zipcar users and the company is anything other than a straightforward commercial exchange (with the usual company brand promotion), and there is no suggestion of any relationship at all between Zipcar users and each other.

			The brand continues to promote its environmental message, saying on one of its university pages that: “Every day we are working towards a place with less dependence on personally-owned vehicles. Why? Because it matters . . . Each and every Zipcar takes 15 personally-owned vehicles off the road.” 6 But there is little substance behind the claim. Sociologist Jathan Sadowski traced it to a report from the Transportation Research Board dated 2005 (the early days of Zipcar), which covered all kinds of car-sharing (profit and non-profit), and the main cause of the result is families foregoing the purchase of a car and choosing to car-share instead.7 The Transportation Research Board did not make a big deal of this as an environmental benefit (there is nothing to suggest that the total number of car-miles driven decreases after all, just that car ownership decreases).

			Zipcar’s claim of an environmental benefit depends on the baseline comparison. It is plausible that a Zipcar has less environmental impact than fifteen personal cars. It is equally plausible that a Zipcar has more environmental impact than more widespread use of public transit. So it is cheeky, to say the least, that Zipcar is using the “15-car” figure as part of an effort to encourage university students to take up car-sharing: efforts that are likely to add to the number of cars on the road rather than reduce it. Zipcar’s universities page promises “a different degree of freedom . . . the convenience of car ownership without the hassles of having a car on campus”; the freedom and convenience are in comparison to the use of public transit.

			So community has gone, and environmental benefit is promoted only when convenient for the company. What’s left is a company that, as Juliet Schor writes, was “Once the face of the Sharing Economy, [and] is now a sub-brand of Avis.” 8 Meanwhile, less ambitious car-sharing initiatives such as my local car-sharing co-op continue to operate much as they did a decade ago.

			The Zipcar story is similar to that of Airbnb: an original motivation based around community and around an interaction that is not primarily economic, the hunger for growth, the rapid expansion, the erosion of the original model, the end game of a large company—successful in economic terms—that has completely failed to challenge current economic models and that fails to deliver on sustainability or community ideals. Despite the anti-consumerist talk of the advocates, these scaled-up Sharing Economy companies are just as consumerist as those they have disrupted. 

			LYFT 

			Zipcar and Airbnb are not alone. Lyft is another company that has traded on the goodwill generated by its founding ideals of community and sharing, before the promise of community and person-to-person exchange became lost in the pursuit of growth and profit. 

			In 2007 Logan Green and John Zimmer launched a ridesharing program at Cornell University called Zimride. The program took the traditional student ridesharing board and put it on to the Web, requiring that users sign on with their Facebook login. The Facebook decision meant that people could have some basic level of trust in their fellow traveler: at least they would have a name and a way to locate them. 

			Zimride was a big success at Cornell, signing up a fifth of all the students on campus. It took venture capital funding, moved to the San Francisco Bay area, and expanded to new campuses. But there were limits to the number of inter-city rides that students would take, and Zimride had bigger ambitions.

			In 2012, Zimride launched Lyft, an app that paired riders and passengers for short-distance rides (within a city, rather than between cities).9 The idea sounds like a carpool ride-matching service, but Lyft made another decision to scale up their offering: it made it possible for drivers to earn enough on a ride that they would undertake journeys that they would not otherwise take. Instead of picking up someone who is going their way and sharing the expenses of the journey (as in carpooling), Lyft drivers would find out where your rider wanted to go and take them there (for money). 

			At first, Lyft maintained its community feel. Lyft cars were identified by a large and kind-of-corny big pink moustache. Riders were expected to sit up front, and rides would start with a fist-bump: quite a different practice compared to traditional North American taxi rides. Drivers did not charge a fee, but riders could make (and, basically, were expected to make) a voluntary donation in lieu of a standardized fare, with Lyft suggesting a donation amount. Marketing promoted its drivers as regular people rather than professionals (“Your friend with a car”), and emphasized the community nature of the experience. 

			Lyft focused on growth. In June 2013 they raised $60 million from Silicon Valley venture capitalists led by Andreessen Horowitz. In discussing the deal, Scott Weiss of Andreessen Horowitz said, “Lyft is a real community—with both the drivers and riders being inherently social—making real friendships and saving money.” Lyft’s John Zimmer had a clearer idea of the goals of the investment, saying “Andreessen Horowitz is ideal for us because they’ve built big businesses . . . They’re very accomplished operators and they understand how to scale a business.” 10 

			In the early days of the purchase, the media was confused about the business Lyft was in. Time, for example, wrote that “Today, millions of people are driving around in cars with empty seats while millions of others lack affordable auto transportation options. Lyft aims to bridge that gap.” 11 Lyft themselves encouraged the conflation of their business model with non-commercial activities like carpooling: when the service was first launched in 2012 journalist Liz Gannes asked John Zimmer about insurance and regulation, and he replied “our understanding is that when it’s ride-sharing, you can use your personal insurance policy. As for regulation, a lot of state laws are supportive of carpooling and ride-sharing and want to make that work.” 12 

			But of course most Lyft drivers were not giving a lift to people who happened to be going in the same direction, and they were not saving money, they were driving to make money. Things became quickly clearer: in July 2013 the company sold off the original Zimride business to Enterprise Rent-A-Car to focus on Lyft.13 Every now and then passengers would not make the suggested donation, and bad feelings and bitterness would ensue, so in late 2013 Lyft ditched its voluntary donation system and replaced it with a fare system. 

			During 2014 the trends continued: in April the company raised a further $250 million to boost its growth; any green message was damaged in May when the company launched an SUV service in San Francisco, and in December Lyft made it clear that the fist-bump, the practice of sitting up front, and the pink “carstache” were now optional.14 In March 2015 the company raised another $530 million and in May another $150 million to take its total funding up to $1 billion. For 2015 the company planned to grow from 2.5 million rides per month to over 12 million. In 2016 Lyft provided 160 million rides and in early 2017 its total funding had reached $2.6 billion.15 Like Zipcar and Airbnb, any sharing aspects of its business were shed as the company’s finances moved to new heights.

			The oddly named French company BlaBlaCar has stayed closer to Lyft’s original idea of becoming the digital equivalent of the student bulletin board, providing a matching service for long-distance travel that is more like hitchhiking than riding in a cab. BlaBlaCar drivers cannot make a profit on their drive: the recommended fare is less than the cost of driving from A to B. Drivers can say, honestly, that giving a ride helps offset their costs but does not provide an income, so they do not require commercial insurance and they do not have to deal with income tax requirements. 

			For some time, BlaBlaCar avoided the temptation of venture capital funding. In July 2014 it raised $100 million and it has used this to expand into other countries and buy competitors, notably German ridesharing company Carpooling. By early 2017 BlaBlaCar had raised $333 million. Perhaps the pressure of having to establish a commercial business at global scale is starting to make itself felt, because the company has made the first move towards a more commercial model by offering its drivers car leases so they can take more journeys. 16

			It remains to be seen what other steps BlaBlaCar will take as pressure for returns from its investors increases. 

			UBER 

			Lyft may have started out with a message of community and sharing, but its bigger and more successful competitor Uber had no such pretensions. As the name suggests, Uber was about status right from the start. Its slogan was “Everyone’s private driver”; founder and CEO Travis Kalanick said in a 2013 interview, “We just wanted to push a button and get a ride. And we wanted to get a classy ride . . . That’s all it was about.” 17 Uber was never a partner of Peers, and although Uber was founded in 2009 it did not refer to itself as part of the Sharing Economy until 2013. Some Sharing Economy proponents don’t accept Uber as part of their movement,18 but for many people Uber now is the Sharing Economy. 

			Uber started as a black car service.19 Customers called a car on the smartphone app, and drivers of established limo services would respond. Payment was handled by credit card, and customers loved the service enough to pay the premium that Uber charged over other black car services. Between 2009 and 2013 it grew quickly from city to city, but Lyft and other ridesharing services were offering lower prices. Belatedly, Uber recognized the cost advantage that ridesharing companies had, and decided that if it couldn’t beat them, it would join them:

			In most cities across the country, regulators have chosen not to enforce against non-licensed transportation providers using ridesharing apps. This course of non-action resulted in massive regulatory ambiguity leading to one-sided competition which Uber has not engaged in to its own disadvantage.20 

			So Uber launched UberX which, like Lyft, relied on unlicensed drivers with their own cars, many without commercial insurance. UberX has expanded with lightning speed: The number of drivers rose from under 10,000 in January 2013 to over 150,000 just two years later;21 in March 2015 Uber claimed to be available in about 300 cities across 55 countries (unlike Lyft, which operates only in the US); by August it was more like 450 cities in 60 countries. 

			Uber’s expansion has been driven by an unprecedented succession of venture capital funding rounds: as of August 2015, the company has raised $7 billion, which is more than all other Sharing Economy companies in North America put together. By April 2017 that number had reached $11 billion including debt financing. The funding comes from a who’s who of Silicon Valley venture capital firms, as well as Google Ventures, Goldman Sachs, the Qatar Investment Authority, Saudi Arabia’s Public Investment Fund, select high-wealth investors through Morgan Stanley, Chinese Internet company Baidu, and Amazon CEO Jeff Bezos. Uber is still privately owned at the time of writing, but the investments correspond to a market capitalization of about $70 billion: more valuable than the three leading car rental companies (Hertz, Avis, and Enterprise) combined, and more valuable than the Ford Motor Company or General Motors. 

			Uber is ambitious: it has explored many variants on its driving services from carpooling to high-end luxury services, as well as delivery and logistics, but for now UberX makes up the bulk of its business. It makes sense to talk of Uber and Lyft in the same breath, despite their different images, because they have ended up offering essentially the same service. When, after a campaign by Peers and others, California became the first state to create a separate set of rules for what it called Transportation Network Companies (TNCs), Uber and Lyft were the main beneficiaries.22 The TNC framework of lighter regulation requires TNCs to obtain a permit to operate, carry out background checks on its drivers, provide insurance coverage, and provide some anonymized data to the regulator. Unlike taxi drivers, TNC drivers do not have to register with the city, do not have to undergo the same level of vehicle inspection, and do not have to follow other rules such as (in some jurisdictions) operating secure cameras in the car. Similar frameworks were then adopted by Colorado, as well as Seattle, Minneapolis, Austin, Houston, and Washington, and now have been copied with variations throughout the world. While there are differences,23 the basic principles are the same: the companies “provide prearranged transportation services for compensation using an online-enabled application or platform (such as smart phone apps) to connect drivers using their personal vehicles with passengers.” 24 The companies compete against each other for drivers, and some drivers drive for both platforms, keeping both companies’ apps in their car.

			•

			In city after city, debates surrounding ridesharing services are playing out, with Uber front and center. The debates are about many things: they are about us as consumers, but also us as citizens, and us as employees; they are about the role of government and the responsibilities of business. Given the company’s success at building an enthusiastic customer base, many media stories present Uber as an inevitable future to which nervous city governments must adjust. Here is an example from journalist Todd Hirsch:

			It’s an economic tale told time and again. Camera film makers. Video stores. The music recording industry. Perhaps most famously, the Luddites—those textile labourers in 19th century England who protested against the introduction of mechanized looms by smashing them. Many of them failed to adapt to new, disruptive technologies and went extinct. 

			Next on the list may be the taxi industry . . .25 

			Conflating Uber with the broad advance of technology is exactly what the company wants. Who, after all, can argue against the future? But there is a choice, and Uber is not the inevitable future of transit—certainly not Uber on Uber’s terms. Thousands of new technology businesses start every year, and many high fliers fail: Groupon turned out not to be the future of shopping; MySpace was not the future of social networking. In 2012, massively open online courses (MOOCs) were going to bring about the end of the university as we know it, but three years later their role has shrunk, rather than expanded.26 In November 2014, Toronto mayor John Tory wanted to “sit down with the Ubers and the Hailos and others of the world,” 27 but Hailo has already folded its North American operations. Paris has outlawed UberPop (the European equivalent of UberX), but it has Autolib’, which, with 2,500 cars, 155,000 members and a total of over 30 million miles driven may be the world’s most successful electric-car sharing program.28 There are many roads to the future—many innovative roads to the future—and the best of them don’t involve Uber in its current form. 

			Uber enthusiasts attribute the company’s success to its technology, and the efficiency with which it matches drivers and riders, but this misses much of the story. Uber’s success also owes a lot to avoiding the costs of insurance, sales tax, mechanical vehicle inspections, and providing a universally-accessible service. Its ability to provide a cheap and effective service for consumers comes from its ability to run at a loss while pursuing its lavishly-funded quest for growth.29 Uber’s success comes from being parasitic on the cities in which it operates.

			•

			Before looking more closely at Uber, let’s step back for a second and think about taxis. Uber CEO Travis Kalanick says that his company is engaged in something like an election race in which “Uber is the candidate and [its opponent] is an asshole called Taxi. I’m not totally comfortable with it but we have to bring out the truth of how evil Taxi is.” 30 Kalanick also referred to “Our opponent—the Big Taxi cartel” when he hired former Obama strategist David Plouffe to run Uber’s political lobbying efforts.31 But there is no such thing as “Big Taxi.” Taxi firms are generally city-wide, at least until Uber itself came along. 

			Uber is not only campaigning against taxi firms, it is also campaigning against existing taxi regulations. Law professor Paul Stephen Dempsey spelled out reasons for those regulations in a 1996 paper and focuses on two main motivations: level of service (limiting the number of taxis and regulating fares) and standards of service (universal access, safety standards, and insurance requirements).32 He also looked at what happened when cities tried deregulation. 

			In a few cities, being a taxi driver is a skilled occupation, the most famous being London with its examination “The Knowledge.” Applicants must memorize all 25,000 streets in the city, along with any businesses or landmarks on them, before they can become a driver, a task that takes several years and which is often compared to qualifying to practice law or medicine.33 But in most cities taxi driving is not a skilled job, and open entry led to large numbers of empty cabs in the streets, long lines at taxi ranks, and aggressive competition for passengers. Also, oddly enough, it led to higher prices. For example, Seattle deregulated in 1979 but found that “service quality declined and rates were often higher,” 34 and a 2004 report noted that 

			. . . several studies, including a 1993 Price Waterhouse study, found that overall, in many cities that deregulated, the supply of taxicabs increased, fares increased, service quality declined and there were more trip refusals, lower vehicle quality, and aggressive solicitation of customers resulting from a higher supply of taxicabs.35 

			The combination of increased supply and increased fares is counter-intuitive; in a competitive economic market increased supply should lower the price. But of course passengers don’t get to shop around among taxis before they commit to taking a ride and so are vulnerable to being overcharged, particularly in taxi rank locations such as airports and railway stations. Economic generalities are one thing, but the devil is often in the details.

			The higher prices did not lead to better taxi driver incomes, as drivers spent more time waiting in the cab stand queue or driving the streets empty, looking for the next ride. In some cities the sheer number of taxis has the potential to cause traffic congestion, and the supply is linked to other traffic management challenges that cities face. Limiting entry to the taxi market and setting out standard fare rates were the response to these problems, balancing the need to provide a predictable service to customers with reasonable conditions for drivers and, in some cases, keeping traffic moving.

			Regulating the supply of taxis has been far from a universal success. In many major North American cities, the chosen form of action has been the requirement that taxis acquire one of a limited number of licenses, often embodied in the form of a taxi medallion. Medallions have become valuable investments in recent years, and some say that medallion owners have become like landowners, contributing nothing to the service while extracting extortionate rent from the actual taxi drivers, although the picture is a bit more complex: in cities with a lot of owner-operated taxis the taxi medallion can instead be seen as a retirement investment, a supplement to the low wages of driving rather than a rent-extraction technique that cuts into already low pay. Still, taxi drivers themselves are often middle-aged immigrant men who work very long hours for very low pay at one of the most dangerous jobs around: in Canada and the US, taxi driving appears at the very top of the list of occupations with an on-the-job risk of murder, twice as high a rate as the next on the list (police officers).36

			Standards regulation addresses a number of concerns around individual vehicles and around the overall level of service in a city. Consumers cannot reasonably inspect the condition of a vehicle’s brakes when they get in a car, or know who will be responsible in case of an accident, so regulations require taxis to pass vehicle inspections and carry commercial insurance. 

			Universal access is one of the tenets of most taxi systems. Cities mandate that taxi services provide a quota of child-friendly vehicles, vehicles suitable for disabled passengers, accommodate service dogs, and meet other universal access requirements. Municipal government means that cities such as Toronto can demand that the entire taxi fleet must be wheelchair accessible over the next decade.37 As new concerns appear, cities can address them, such as London’s introduction of zero-emission vehicles to address environmental concerns. 

			In many cities the taxi industry is slow to change, but the fact that taxis are managed at a city level does mean that the service can be tuned for the demands and traditions of each city, so that taxis have become iconic in cities such as New York and London. The taxi service is just one part of a larger traffic management problem that cities continually struggle with, and municipal governance allows it to be balanced with other parts of the urban transit landscape such as bus services and subway services, and to fit in with other management techniques such as congestion charging. The sheer number of cities around the world also means that transit innovations can be and are imitated from city to city, such as the municipal car-sharing and bike-sharing programs that have blossomed in cities around the world over the last decade. 

			From balancing consumer and driver interests, to providing predictable pricing, to ensuring individual cars are safe and that the system as a whole fits into the puzzle that is urban traffic, there is more to transit than a simple market exchange. 

			Enter Uber. The investors in Uber clearly believe that it is not destined to be one player among many in the taxi space, they believe that the economics of digital technologies will make Uber the clear winner not only in taxi services but in deliveries and other related work. 

			Not everyone believes that the winner-take-all nature of digital technologies will extend to Uber, which after all is only partly a technology company.38 There is certainly competition at the global level; in particular Asian competitors to Uber have grown very quickly. Ola in India and GrabTaxi in Singapore and Indonesia have raised over $500 million, and Uber entered a protracted and expensive battle for the Chinese market with Didi Kuaidi, before agreeing to a battered compromise in which it withdrew from China in return for a part ownership stake in Didi Kuaidi. Still, the evidence to date, and the basis of many of the investment bets, is that the market favors the big, especially within a city. That’s one reason why Uber CEO Travis Kalanick admitted to undermining the fund-raising efforts of his main competitor, Lyft.39 The ridesharing model is a “two-sided marketplace” in which Uber manages the supply of both riders and drivers. The more riders on the platform, the better it is for drivers; the more drivers available, the better it is for riders. Getting this spiral kick-started is one of the challenges to any new entrant seeking to gain entrance. The technology component of the business is amortized over all the cities in which Uber operates, so its success in New York helps its business in San Diego. 

			If the ridesharing market is indeed winner-take-all, then restructuring the transit system to accommodate Uber (allowing them to operate without the expenses and regulations to which taxi companies are subjected) amounts to handing over the taxi market to the company. So what kind of a city would we live in with Uber at the wheel?

			•

			During 2014 and 2015, Uber made a series of claims about the money earned by its drivers. The tale of these claims is, not unlike those told by Airbnb, not one of direct lies, but it is one of continual exaggeration, selection, and distortion, which have steadily lost credibility over the last year.

			The story really starts in May 2014, when the company posted a claim on the Uber web site that the median annual income for an UberX driver is $90,766 in New York City and $74,191 in San Francisco.40 The claim was greeted with an unskeptical enthusiasm by many commentators. Most prominently, Matt McFarland of the Washington Post led with the headline “Uber’s remarkable growth could end the era of poorly paid cab drivers.” 41 McFarland noted that the typical cab driver’s salary is about $30,000, so the difference seems, as he put it, “astounding.”

			As the story spread, many others jumped on this good-news headline. CNBC led with “Uber’s $90K salary could disrupt the taxi business.” 42 Entrepreneur.com claimed “The Median Income of an Uber Driver in NYC Is Nearly $100,000.” 43 From the technology industry, CEO Mike Jones laid it out at Code Conference: “You’re qualified to drive a car, but not professionally doing it. Congratulations, boom, you’re making [a] $90,000-a-year average Uber salary.” 44 

			For many economists the story was simple and the villain was clear: “regulatory capture” by those taxi medallion owners who suck all the money out of the taxi system without delivering value.45 Take them out of the picture, improve efficiency by better matching drivers with customers to cut down on the dead time between rides, and we have a new age for urban transit.

			Over time, however, what Uber left out of its numbers was to prove as illuminating as what it included. 

			The Washington Post did mention in the body of its text that the figure is the median of “drivers working over 40 hours per week,” and if that’s the sample then, as financial journalist Felix Salmon pointed out,46 “the median number of hours worked, for drivers in this sample, is going to be well over 40.” His continued attempts to get clarification from Uber fell on deaf ears.

			And then there is the matter that, as McFarland wrote, “Uber’s numbers don’t account for the costs a driver incurs to own and operate a vehicle.” Like many people, McFarland thought those costs could not be big enough to make a serious difference to the picture.

			Taxi earnings and employment models vary greatly from city to city, but comparing Uber’s estimates to taxi reports from Los Angeles, San Diego, and Toronto shows that Uber’s 20% cut of the fare, plus its $1 “safety fee” was about the same as that taken by medallion owners; there was no magic there after all.47 Payments for gas, maintenance, car depreciation, and insurance together with additional expenses (tolls, parking) accounted for about half of each dollar of taxi fare, which would take the earnings down to more like $45,000 in New York and $37,000 in San Francisco. 

			Uber did not choose New York City and San Francisco at random for their report: the company selected these two cities because that’s where Uber drivers earn the most. A later report48 showed that New York City earnings were 50% more than those in any other city except for San Francisco, which was comfortably in second place, so in many cities the earnings would come to about $30,000, which is the average for a taxi driver. Once additional expenses are accounted for, the “astounding” gap between Uber earnings and taxi earnings vanished.

			Since Uber made its $90,000 claim, it has become less and less plausible. Journalists looking for drivers making $90,000 called their efforts a search for Uber’s unicorn, and came up empty-handed.49 The company never backed up its claims with more complete data, or addressed the question of expenses. The year 2014 saw Uber drivers protesting over low income in Seattle in April and August, San Francisco in May and October, Los Angeles in September, New York in September and October, and London in October: an unlikely development if they were earning as much as the company suggested. Low income became a consistent complaint on active Uber driver forums at UberPeople.net and at Reddit. Reports from individual Uber drivers failed to come anywhere near to the income figures that Uber claimed. 

			When Uber expands to a new city it provides subsidies and special offers to drivers and customers to get the service kick-started. As it becomes established, Uber takes a bigger slice of each dollar and often cuts fares. Over time, Uber has taken a larger and larger slice of every fare. In April 2014, Uber introduced a $1 per trip safety fee, increasing the company’s slice to around 30% for short trips. In July it started charging drivers $10 per week for use of a smartphone.50 In September Uber increased their commission for new drivers in San Francisco to 25% of the fare,51 and in May 2015 they started experimenting with taking 30% of the fare: more than most medallion owners.

			Before this most recent trial, Uber CFO Brent Callinicos mentioned in a meeting with potential investors that Uber could easily raise rates to between 25% and 30%. Venture capitalist Mike Novogratz asked him a question: “You’ve got happy employees, you’ve got happy customers, you’ve got happy shareholders. The holy triumvirate are all really excited about your company. Why are you going to risk that and push the employees’ salary down 5%?” Callinicos responded “because we can.” 52

			When it cuts prices, Uber insists that it’s good for drivers: that a greater number of rides per driver makes up for the price cuts. In October 2014 it put some numbers behind these claims.53 In a company blog post, Uber showed that as it cut fares in New York City the average gross hourly earnings of drivers increased from $25 in 2012 to $27 in 2013 to $36 in 2014 before Uber’s take or other deductions. (The 2014 rate after Uber’s take and after taxes, but before any driver expenses, was around $25 per hour.54 As an aside: at that rate a driver would have to work 70 hours a week every week of the year to bring in that $90,000.) Drivers were busy more of the time, and so although each fare was less, their total income increased. 

			Again, however, a key piece of data needed to provide a realistic estimate of actual income is missing, in this case the number of miles that a driver puts on the clock. More rides obviously means more gas and more wear and tear on each driver’s car. Data about driver expenses was also missing from a report commissioned by the company and written by eminent economist Alan Krueger and Uber Head of Policy Research Jonathan Hall.55 Their main conclusions were that Uber is growing really quickly—impressive, but no surprise—and that Uber drivers are paid better than taxi drivers. They report earnings of $30 per hour for New York (though more modest for other cities: $19 per hour for Boston, $17 for Los Angeles), and compare them to government figures showing that taxi drivers take in about 30% less. As with previous Uber reports, Krueger and Hall shrug their shoulders at these expenses:

			A detailed quantification of driver-partner costs and net after-tax earnings is a topic of future research. Nonetheless, the figures suggest that unless their after-tax costs average more than $6 per hour, the net hourly earnings of Uber’s driver-partners exceed the hourly wage of employed taxi drivers and chauffeurs, on average.

			Several commentators picked up on the gap.56 A reasonable estimate is not that difficult to make if you know the distance driven, which Uber obviously does, as it tracks all the cars on its system. Washington Post journalist Andrea Peterson writes:

			The Internal Revenue Service . . . sets standard mileage rates for tax purposes. For 2015, taxpayers can deduct 57.5 cents a mile for operating a car for business purposes. That rate is based on an annual study of the costs of vehicle operation—those things like repairs, insurance, maintenance, gas and depreciation that were not factored into Uber’s study.57

			Based on this figure Dean Baker of the Center for Economic and Policy Research estimated that the average length of a drive would have to be “considerably less than 8 miles” for Uber drivers to come out ahead of traditional cab drivers.58 Baker also notes that if Uber drivers do not pay for commercial insurance, or do not invest in the upkeep of their cars to the extent that commercial drivers are expected to, they would have fewer expenses and more take home pay: “If that’s the case, this would be a typical story of getting rich in the new economy. Find a way to get around the rules and then claim it as a great innovation.”

			We do have one other source of information about driver pay, which is the drivers themselves. One of the most multifaceted and careful is an account by Philadelphia journalist Emily Guendelsberger of her time as an Uber driver.59 After meticulously tracking her own expenses and those of other drivers who shared them with her, she made about $17 per hour gross, and after Uber’s 28% cut and the 19% that went to expenses she ended up with just $9.34 an hour. Uber is not going to end the era of poorly paid cab drivers any time soon.

			If the pay is really so poor, why do so many people drive for Uber? For those who have a car, driving for Uber is a way of converting that capital into cash; some underestimate the costs involved with full-time driving; for some the flexibility is a boon; for many, driving for Uber offers what taxi driving has offered for years—a job that requires little skill and has a low cost of entry is better than nothing. And as Uber has cut into the demand for taxis in many cities, individual taxi driver income has fallen, leaving Uber as the best alternative. And still, Hall and Krueger reported that about half of Uber drivers leave the platform within a year.

			This discussion of Uber driver income only touches the surface of what is a complex and ever-changing topic. But what comes out of this is that the real story is a long way from $90,000, even though that number is still out there (Guendelsberger refers to “that $90,000 a year figure that so many passengers asked about”). Uber drivers appear to take home about the same as a taxi driver once expenses are figured in, while Uber itself has stepped in and takes as much of the fare as do medallion holders.

			•

			One of the complaints that taxi companies have against Uber and Lyft is that they are subject to different standards, and that the taxi standards are more onerous than those that the ridesharing companies have to follow.

			Uber maintains that its drivers are subject to a thorough screening process, but a series of assaults on the service has put this largely automated process under scrutiny. It has not held up well. Most dramatically, The Guardian worked with a whistleblower who applied for work as a driver with Uber UK. Part of the process is to upload car insurance documents; the whistleblower uploaded a fake insurance policy using a made-up insurance company, “Freecover,” but Uber still approved him to drive. Another driver said that some drivers Photoshop documents,60 and in the US drivers have claimed that it is easy to get around the screening by driving on somebody else’s account.61 District Attorneys in California have filed a complaint claiming “systematic failures in Uber’s background check process”, so that “registered sex offenders, identity thieves, burglars, a kidnapper and a convicted murderer had passed the firm’s screening process and were driving for the company.” 62 More recently, the state of Massachusetts removed over 8,000 of the 71,000 Uber and Lyft drivers in the state, even after they passed company reviews. 63 

			There have been numerous cases of assault on both Uber drivers and passengers, but taxi driving is dangerous too and there are also cases of assault by taxi drivers. The difference between the two is that there is a mechanism for people or communities to demand better of taxi companies, and to hold them accountable. Uber maintains that while safety is, they never forget to say, always its highest priority, the drivers are not Uber employees and Uber is not responsible for what happens on the ride.

			The same story can be told of car safety standards. Uber has adjusted its policies in different cities when it has come under pressure: in Toronto, for example, it introduced an inspection by a certified mechanic as the debate about the service grew in profile (the city inspects taxis every six months), but again the company can unilaterally change its standards when it wants; for example, in February 2015 it increased the maximum age of UberX cars to fifteen years in many major markets.

			•

			One of the reasons for regulation in many cities is to ensure universal access to a city’s transport system. Two common requirements of taxi services are that they have to cover all areas of a city, and that they have to be ready to transport anybody without discrimination, including people with disabilities. The reactions to Uber from different segments of the population tell a complex story about the how taxis and Uber fit into the urban environment.

			In California, when the company was certified as a Transportation Network Company, the regulators “required the TNCs, which provide paid rides mostly by freelance drivers using their own cars, to submit reports on how they will accommodate disabled users.” Disability rights advocate Larry Paradis commented that “The plans are all quite tentative and don’t address the fundamental challenge, which is ensuring enough accessible vehicles to make this transportation system at least minimally accessible for people with mobility disabilities.” 64 Since then, Uber and other TNCs have made little progress in addressing the issue of universal access, and disabled groups and individuals have been vocal in their opinion that these services are not living up to the standard of universal access. 

			In September 2014 the National Federation of the Blind sued Uber, claiming that “Uber is violating basic equal-access requirements under both the ADA (Americans with Disabilities Act) and state law,” and there are also ADA-related cases being pursued in California, Texas, and Arizona. Individual events include drivers refusing to pick up blind customers accompanied by dogs and driving away from riders with wheelchairs without trying to find an alternative.65 The ADA requires vehicles for hire to offer “reasonable accommodations” for wheelchair users, but as urban planning professor Sandra Rosenbloom said when interviewed by Ted Trautman of non-profit publication Next City, “generally that phrase has meant nothing.” Trautman also interviewed a Lyft spokesperson, who acknowledged that it’s a challenge for Lyft and UberX to supply wheelchair-accessible vehicles “because these are people’s own cars that they use in everyday life to drive around.” One effect of the transportation network companies’ rapid rise is that, in some cities, it could remove transit options for wheelchair users.66 

			If Lyft and Uber claim to provide urban transit then universal access is a challenge they must address, but there is little indication that they are doing so. In some cities Uber has introduced programs called UberAccess and UberAssist to enable customers to call an accessible vehicle but there is little evidence that these programs are effective, and the company has not made any data available about them. And Uber is pursuing a second track, which is to argue that the ADA does not apply to them. In one of the many cases of Sharing Economy companies wanting to eat their cake and have it too, Uber gives a big shrug of its shoulders: the law does not apply to them because they are not a public service, they are merely a technology company that matches drivers with riders, and they have no “legal or contractual duty to control compliance with the law.” 67 

			Elsewhere, in Washington DC, council member Mary Cheh proposed legislation that would require taxicab companies to have 12% of their fleet accessible by the end of 2016, and report the number of people who request disability-accessible vehicles. Uber has opposed this legislation too, saying that it could “place excessive regulatory burdens on private vehicle-for-hire companies.”

			Airbnb also asserts that requirements for non-discrimination and disabled access do not apply to most properties advertised on its site, and disability advocates have argued that the Airbnb web site fails to help disabled people find appropriate accommodations (there is no way to search for listings that provide disabled access, and few listings say whether they are accessible).68 

			Airbnb, Uber, and Lyft each take steps to nudge or encourage their service providers to provide disabled access, using language that emphasizes their commitment to helping disabled people. But that commitment stops short of taking responsibility for the services that provide them with their revenue.

			In many cases, Sharing Economy companies have been arguing that municipal regulations are obsolete in the face of their new technologies and new business models. Disabled access rules are clearly not obsolete, so instead the companies argue that it’s not their problem. It is difficult to take companies seriously when they so clearly align their stated principles with their financial interests.

			•

			The situation regarding ridesharing and race is complex. 

			In many major American cities, and particularly in New York, people of color have long maintained that they are routinely ignored by taxi drivers and that, despite the rules surrounding universal access, cab companies do not service their neighborhoods. For example, in 2012 Latoya Peterson wrote at the Racialicious blog about her repeated experiences of taxis “not even bothering to pull to the side for the lone black girl on the corner but happily picking up the white couple a few feet away” and contrasted that to Uber’s premium service: “The price made me gag, but the rest of the experience was flawless: I knew exactly when my car would arrive, I received a text when they reached my location, I gave them a location without quibbling, and rode there in peace.”

			But as Peterson notes in a more recent post, it’s worth unpacking what it is about Uber that led to her experience.69 Taxi drivers may not get much control over their jobs, but one thing they do get to control is who they pick up and who they leave at the side of the road. So any discriminatory tendencies (implicit or explicit) among the taxi driver population has an easy way to make itself known: they will tend to leave people of color standing at the curb. For Uber drivers, the summons that they get on their app does not show a picture of the customer, just a name, and so drivers must accept or reject fares without all the cues that taxi drivers have. Second, Uber requires drivers to accept 90% of all rides that are sent their way, on pain of being removed from the service, so rejecting a potential ride comes at a cost.

			A more recent study suggests that Uber passengers may be experiencing the same kind of discrimination that Peterson complained of from taxis, based on their names. A study from the National Bureau for Economic Research sent passengers to Seattle and Boston to hail nearly 1500 rides on Uber and Lyft, some with clearly African-American sounding names such as Aisha, Darnell, Kareem, or Ebony and some with “white sounding names” (Allison, Brendan, Greg, or Anne). Here are their highlight findings:

			Results indicated a pattern of discrimination, which we observed in Seattle through longer waiting times for African American passengers—as much as a 35 percent increase. In Boston, we observed discrimination by Uber drivers via more frequent cancellations against passengers when they used African American-sounding names. Across all trips, the cancellation rate for African American sounding names was more than twice as frequent compared to white sounding names. Male passengers requesting a ride in low-density areas were more than three times as likely to have their trip canceled when they used an African American-sounding name than when they used a white-sounding name. 70

			Uber drivers are not told where to drive, so they may avoid what they consider as “sketchy” parts of town, and both Uber and Lyft have been accused of “redlining”: not providing services to poor and minority neighborhoods.71 For example, data journalists Jennifer Stark and Nicholas Diakopoulos studied a month’s worth of Uber data from Washington DC and concluded that “The neighborhoods with better service — defined as those places with consistently lower wait times, the pickup ETA as projected by Uber — are more white.” 72 

			Numerous comments on social media suggest that one of the appeals of Uber and Lyft to young and well-off early adopters was that the drivers matched their age, educational-level, and social background more than did taxi drivers. Instead of being driven by a middle-aged immigrant man who had 60 hours on the clock that week, you could be picked up by “a friend with a car,” more likely to be female, more likely to be well educated, and more likely to be white.73 As the companies have expanded, however, the driver population more closely matches taxi drivers and this opportunity to discriminate has faded.

			Discriminatory behavior does affect minority hosts on Airbnb. The listings include pictures of hosts and guests, so allowing any discriminatory tendencies among the user base to be expressed. Researchers Benjamin Edelman and Michael Luca examined a set of listings and concluded that “non-black hosts charge approximately 12% more than black hosts for the equivalent rental. These effects are robust when controlling for all information visible in the Airbnb marketplace.” 74 Uber does not record race information about its drivers, and does not publish data about rating distributions. There is so far no published research about ratings bias on Uber, but in addition to Airbnb there has been research showing bias on TaskRabbit 75 and other platforms,76 so it would be remarkable these attitudes did not also manifest themselves on ridesharing platforms. Meanwhile hotels in the USA are required to follow the Civil Rights Act of 1964, which guarantees full and equal access to any place of public accommodation.77

			Discriminatory tendencies will show themselves if there is the opportunity to do so. The taxi, Uber, and Airbnb systems each let those tendencies express themselves in different ways. 

			A similar effect happens when comparing methods of traffic policing. Individual traffic police officers can and do have a pattern of disproportionately stopping black drivers,78 while traffic cameras with automatic license plate recording act irrespective of the race of the driver. So in this way, a change of technology can cut down on specific incidents of racist behavior. Yet we should be careful about drawing general conclusions about the overall effect of any new technology: as criminologist Clive Norris has shown, license plate recognition has now become a way of tracking known individuals as they move around, and it is no surprise who is tracked more and who is tracked less.79 The underlying problem remains: there is still racism in the system, but it is now manifested in different ways. Data acquisition shifts the place where racism happens from the street to the database query.

			It seemed for a while that the opacity of the ridesharing apps may provide a solution to the problem of taxi discrimination, but the newer investigations described above suggest that, if discrimination is present in a society, it will show itself when given the opportunity. A particular concern is the rating systems that Uber uses to manage ride quality. These systems can be used to deprive a driver of a livelihood, and this opens the question of whether Uber’s employment practices may themselves have a discriminatory side.80

			•

			Money is one of the main points of contention for many jobs, but Uber is not just another employer. In fact, it’s not an employer at all: Uber drivers are “partners,” self-employed entrepreneurs who choose to work on the platform. The model of “micro-entrepreneurs” who can choose when to work independently is what makes Uber part of the booming Sharing Economy along with others such as Airbnb. What seems at first like a lightweight and flexible model of work turns out, in Uber’s hands, to be another way for the company to have it both ways. 

			Uber makes it easy for new drivers to sign up: it publicizes what many drivers describe as unrealistic earnings to attract interest, it subsidizes its expansion into new cities, and its vehicle approval process is cursory. As journalist Nitasha Tiku uncovered, the company’s partnership with Santander bank encouraged drivers to take out what amount to subprime loans in order to buy a car,81 and when that partnership expired Uber took to directly leasing cars to drivers.82 It sometimes seems as if Uber is re-introducing each of the problems of the taxi industry: a long-standing criticism has been that some taxi drivers have to pay to use a cab, and so start each shift in the red; now Uber drivers too put in long hours to pay off a purchase, and being kicked off the platform becomes even more of a threat. 

			Uber has taken advantage of its drivers’ vulnerability by imposing more and more strenuous rules. Drivers must accept 90% of ride requests or they get a notification to “Please improve your acceptance rate if you want to continue to use the Uber platform.” Drivers claim to have been deactivated for being critical of the company on Twitter.83 

			Drivers on the premium Uber Black service have been forced to take requests for the lower-pay UberX service and UberX drivers have been forced to take the unpopular UberPool requests. The company tracks driver locations and complains if they are not to the company liking.

			Over time, Uber has collected more and more data about every aspect of rides on the platform, and this data gives the company novel opportunities to control driver behavior and shape customer experiences. Uber knows that customers will pay higher prices when their phone batteries are low; it knows that we are happier to pay a surge price with a multiplier of 2.2 (compared to the base price) than a multiplier of 2, because the spurious precision of 2.2 looks like the dispassionate output of an algorithm, whereas the round number “2” looks more like a human decision to take more money from customers. 84

			Uber has studied the psychology of persuasion and uses it to optimize its own operation, adopting techniques from video games to keep drivers at the wheel. 85 Many drivers are convinced that Uber’s systems deceive them, for example showing ride requests that vanish before they can be accepted, so that the driver fails to achieve the acceptance levels needed for a bonus, or inaccurately recording the time a driver waits for a customer to turn up, so as to deny them the cancellation fee.86

			Uber’s application and algorithms are not directly accessible to anyone outside the company, so it is difficult to know which actions are real and which are perceived. But two revelations in early 2017 showed that Uber is capable of active deception. Uber’s “Greyball” program identified city government officials who used the application to enforce local taxi regulations, and “served up a fake version of the app, populated with ghost cars, to evade capture”.87 A second program, called “Hell” to contrast with the “Heaven” program that provided executives with a “God view” of Uber operations in a city (see below), used fake Lyft accounts to collect the number and location of drivers for the rival service, and so could identify drivers who drove for both services. Uber used the data to tweak its pricing and to offer the drivers incentives to use only Uber. 

			But at the heart of the control is the rating system that permits riders to rate drivers. Chapter 6 explores rating systems in more detail, but a few words about Uber’s belong here. Most riders give their drivers five stars out of five as a courtesy (“five for five”), but if a driver’s rating slips even slightly—below 4.7 in many cities— they can be “deactivated” or kicked off the platform. The system makes drivers vulnerable to the most demanding of riders, as a small number of complaints can lead to the driver losing their livelihood. And of course there is no appeal, as the driver isn’t an employee and the contract is not a work contract. The reports of happy and friendly Uber drivers take on a different meaning once you know the precariousness of the drivers’ situation. As Forbes’ Jeff Bercovici reported, “Uber likes this system because it enjoys being able to say all of its drivers have near-perfect ratings. But it’s a harsh one for drivers, and also for customers, who find themselves repeatedly forced to choose between guilt, spite and ignorance.” 

			While Uber dictates the behavior of its drivers in more and more specific ways, it still takes none of the responsibility when things go wrong. Section 230 of the “Communications Decency Act” may seem like an odd law to protect the company, but here’s how it works. The law was initially introduced to say that blogs and other user-content sites such as YouTube were not responsible for content posted by its users. Fair enough. But now Uber says it’s not a taxi company, it just runs a web site and an app, and puts drivers in touch with riders. Anything that goes wrong is not Uber’s responsibility, it’s the driver’s. The law is an American one, but challenging Uber is going to be expensive in other countries too, and maybe prohibitively so, given the company’s formidable bank account. 

			Uber’s rules seem to step over the line regarding whether a driver is, or is not, an employee according to Canada Revenue Agency rules. Sharing Economy workers are facing this issue with other companies too (see Chapter 9). It’s an issue that other industries face, such as construction, and the root cause is always the same: classification as an independent contractor relieves the hiring company (Uber in this case) from having to pay employment insurance premiums, sick leave, and from having to abide by employment standards. The risk is pushed entirely onto the subcontractor.

			•

			If cities decide to put taxi regulations to one side for ridesharing companies, many important decisions are handed over to the company. As shown in Chapter 7, technology industries are often a winner-take-all market, where the winner has significant market power, so it matters what kind of company Uber is.

			It’s a company that has experienced a lot of controversy. Among the most high profile events was a dinner in which Uber executive Emil Michael told journalist Ben Smith that he had considered investigating the private life of Sarah Lacy, a journalist who had criticized Uber. (Unlike a driver with a bad rating, Michael was forgiven by the company).88 Uber is a company that spies on its customers using what it calls its “God View” of company data, which it has shown at company events for entertainment89 and posted about on its web site.90 It’s a company whose New York general manager Josh Mohrer is being investigated internally for tracking a female journalist without her consent.91 It’s a company whose employees have warned another female journalist that “company higher-ups might access [the journalist’s] rider logs.” 92 

			I emphasize “female journalist” here because the culture of the company is a big part of the problem. Do we want to hand over city streets to a company whose CEO wisecracks about women on demand (“Yeah, we call that Boob-er”)? 93 Which “can and does track one-night stands” and posts a blog entry about the data called “Rides of Glory” (now removed)? 94 Which, more damagingly, ran a campaign in France (now also removed) called “Avions de Chasse” to pair Uber riders with “hot chick” drivers? 95 As the company posted on the English version of its web site: 

			“Avions de chasse” is the French term for “fighter jets,” but also the colloquial term to designate an incredibly hot chick. Lucky you! The world’s most beautiful “Avions” are waiting for you on this app. Sit back, relax and let them take you on cloud 9! 96 

			The promotional material focused, unsurprisingly, on the drivers’ breasts. 

			This is a company that responded to a complaint by a female customer that she was driven twenty miles out of her way to an abandoned lot by saying it was an “inefficient route.” 97 

			It’s also a company that coaches Miami drivers how to circumvent laws.98 It’s a company that ordered and cancelled over 5,000 rides with its main competitor to interfere with their service.99 It’s a company that sets out to dupe newspapers with fake PR,100 and which now talks of “weaponizing facts” in its PR campaigns (this company really likes its military analogies).101 In short, it’s a company that reflects the worst of the macho culture of some parts of the technology industry. 

			Uber’s commitment to the places where it runs is minimal. It is remarkable that, among all the privacy problems, Canadian cities are generally allowing Uber to operate. Although the company has a privacy policy for the US, it has no Canadian privacy policy.102 That’s how much Uber is thinking, for all its massive funding base, about privacy issues and about the different requirements of operating in different cities. 

			From a tax point of view, Uber is parasitic on local economies. When you pay a taxi driver, part of the money goes to the taxi company he or she drives for, that taxi company pays taxes in the city, and so the money feeds back into the local economy. When you pay an Uber driver, the situation is different. After a Toronto Councilor obtained an email stating that there is no tax charged on Uber rides, the company claimed that its drivers are expected to collect sales tax, even though the cashless transaction is part of the service’s appeal.103 

			Whatever happens to the driver’s portion of the fare, the company’s cut is tax free. Like many digital companies, Uber has set up subsidiaries around the world. Uber Canada, for example, pays no tax because it makes no income. If you take an Uber in Canada your credit card payment goes to Uber BV, incorporated in the Netherlands. Uber BV takes in a lot of revenue, but does not make a profit (and so pays no tax) because it pays a large license fee for the intellectual property it uses to another Uber subsidiary, Uber International CV. Intellectual property licensing fees are not taxable in the Netherlands, so Uber International also operates tax free, and can transfer its money to its headquarters in Bermuda. For now, like other global technology programs, Uber’s pile of money in Bermuda is not being moved back to the USA because Uber does not want to pay the corporate tax such a move would trigger. The arrangement, called “Double Dutch” because of the two Dutch subsidiaries, shows the lengths to which Uber will go to avoid contributing to the cities where it operates.104

			In the early months of 2017, Uber suffered a series of revelations that showed the leopard has not changed its spots. A blog post by Susan Fowler, a software engineer who had left Uber after a year with the company, highlighted the continuing sexism in the internal culture of the company. Fowler’s post came from a demonstrated expert in her field (she had published a book with respected technical publisher O’Reilly), dispassionately and meticulously documented the harassment she experienced from her manager, and made it clear that Uber’s human resources department had been no help. 105 It was convincing enough that Uber had little choice but to carry out an internal investigation. Fowler’s revelations were followed in quick succession by the revelation of the Uber “Greyball” program to deceive government officials and the Uber “Hell” program to obtain underhand information about its competitors and drivers (see above), by a videotaped exchange in which CEO Travis Kalanick insulted one of his drivers, by the departure of several senior executives, and by accusations from Google that Uber’s self-driving car initiative was built on a foundation of stolen intellectual property.

			At the same time, Uber’s financial situation was coming under increased scrutiny. For years, the rapid growth of Uber was compelling evidence that the company had unlocked a new model of transit, and Uber was in a position to challenge city governments to get on board with the inevitable future or be left behind. The company’s ambition was clear: Uber is not just a big taxi company, it would reshape transit and disrupt logistics. It lived in “the place where bits and atoms come together”.106

			But Uber has continued to postpone what was expected to be a spectacular initial public offering of shares. As a private company it does not have to make its books public—even high wealth investors who bought part of the company through Morgan Stanley did so without a look at the accounts. Through a sequence of leaks it became clear that Uber was losing money in an unprecedented fashion, and in late 2016 a series of blog posts by transport analyst Hubert Horan suggested that during 2016 Uber had taken in $3 billion of revenue, but had spent $6 billion.107 What’s more, Horan argued, Uber’s case was fundamentally different to the company with which it has been most frequently compared. Amazon postponed making a profit for years in order to reinvest in growth, but Horan argued that there was nothing about Uber’s model that promised profitability in the long run. Horan argued that Uber’s ability to match riders and drivers, and the efficiencies of its surge pricing models, were not the primary factors responsible for Uber’s growth. These were clever, but the difference they made to the business had been overstated. Instead, Uber’s growth was driven by an unsustainable level of subsidies for both riders and drivers. On average, riders are paying under 80% of the cost of a ride.

			Under pressure, Uber finally released financial information in April 2017, and it showed that “Net revenue was $6.5 billion, while adjusted net losses were $2.8 billion, excluding the China business, which it sold last summer.”108 Losses according to generally accepted accounting principles would, it was accepted, be even bigger. It looks increasingly as if Uber’s self-promotion has been a repeated game of misdirection. Its original Uber Black service was not profitable, but maybe the mass-marked UberX would be. UberX, it now seems, is not a profitable business but maybe the still uncertain UberPool service will be. Maybe the services will become profitable once we have all given up our own cars and adopted Uber as our main mode of transport. If UberPool is not profitable, maybe the bigger game of logistics will deliver (even though Uber’s efforts in that area have so far not delivered significant revenue). If logistics is not the future, maybe it’s self-driving cars (a topic beyond the scope of this book, but which—despite impressive advances—is still wrapped in uncertainty). Uber has even released two whitepapers about flying cars, the most recent suggesting prototypes by 2020 and claiming that these “air taxis” may be cheaper than owning a car. Maybe. Maybe.

			By the time this book gets to press, this chapter will be outdated in that new events will have superseded old ones. But what won’t change is the question of how to build an accessible, affordable, and sustainable transit system for cities around the world. And what won’t change is that, for Uber to be a constructive part of such a system, it cannot be allowed to set its own rules and own agenda in the way that it has done. If Uber is intent on delivering, there are some chickens that need to come home to roost.


			5. Neighbors Helping Neighbors

			Personal and home services like housecleaning, handyman tasks, and deliveries is a disparate, crowded and rapidly changing field, with many competing companies and, as yet, no clear winner. In this way it is different from the world of Airbnb and Uber; the evolution of the sector tells us what happens when competition forces an evolution of business models.

			TASKRABBIT 

			The first company in the space was TaskRabbit, which started at the same time as Airbnb, Lyft, and others. The listing for TaskRabbit on the business information web site CrunchBase describes the moment when the company founder had her idea: 

			It was a cold night in Boston in February of 2008 when Leah Busque realized she was out of dog food for her 100-lb yellow lab, Kobe. Leah thought to herself, “Wouldn’t it be nice if there was a place online I could go to connect with my neighbors—maybe one who was already at the store at that very moment—who could help me out?” 

			From this experience, TaskRabbit (formerly RUNmyERRAND), an online and mobile marketplace that connects neighbors to get things done, was born . . . Neighbors helping neighbors—it’s an old school concept reimagined for today.1 

			TaskRabbit was set up as an “eBay for errands,” and offers a range of services. The two that gained most attention could be done by any young, healthy person: standing in line for concert tickets and for new iPhones, and assembling Ikea furniture (well, almost anyone). The going rate for a task was settled by an auction, with TaskRabbits bidding for a job. The practice reflected the way homeowners might negotiate with someone who offers to clear their driveway of snow, or the way babysitting rates are settled informally, or the way that eBay used auctions in its early years. Leah Busque used the familiar language of empowerment: 

			providing people with the tools and resources to set their own schedules, be their own bosses and say how much they want to get paid is incredibly empowering. It has huge implications for the global labour force.2

			The earliest investors in TaskRabbit came in 2009 when the company received $25,000 from fbFund, a joint venture of Founders Fund and Accel Partners. Founders Fund was co-founded and is managed by Peter Thiel, a person whose politics are far more about rejecting government than about the neighbor-to-neighbor connection that Busque envisaged. 

			And quickly, as with the other examples of the Sharing Economy, the idea that the TaskRabbits, as they were called for a few years, would be neighbors helping neighbors vanished, and the harsh world of the free market took its place. Just as Airbnb traded on the idea of a welcoming host and Lyft traded on the image of “your friend with a car,” so the values of neighborliness were invoked to justify a new form of precarious employment. 

			In an extended report written in 2013,3 journalist Kevin Carhart unpacked many of the problems with TaskRabbit. Carhart quotes a TaskRabbit blog post (now removed) “rhapsodizing over networked mobile devices as an exciting kind of metaphor for spontaneous order,” which goes back to Adam Smith’s idea of the “invisible hand” of the free market. Here is TaskRabbit: 

			[Adam] Smith is saying that governments should simply provide an unrestricted market system for people to easily exchange goods and services, and then get the heck out of the way! Market forces will take care of the rest. Yep, we totally agree! . . . 

			The interconnectedness and transparency offered by the Internet and social networks make it possible for Smith’s vision to be realized for individuals in a community . . . We are hopeful that Service Networking is continuing to foster Smith’s philosophy—making it increasingly possible for markets to be truly free for the betterment of the community.

			The company’s now-familiar narrative was that they provided a way to earn some extra money by acting as a “micro-entrepreneur.” Carhart’s interviews with TaskRabbit workers showed another side of the coin. One middle-aged TaskRabbit told him that the company is “filling in the gaps. They’re opportunists. If they can go around labor law, they’re going to do it, and if they can get young people, inspire people with their doublespeak rhetoric, they’ve got recruits.” She went on to say that TaskRabbit workers “would like to have a job and they can’t get one. I think they’re worth more. I think they’re great people or they wouldn’t be asked back. I’ve seen what they do to get this money and you would think they would be properly compensated for what they do . . . I feel really bad for them . . . People are making less than minimum wage for everything.” 

			Reporter Alyson Shontell interviewed another TaskRabbit who supported the claim of less than minimum wage: 

			No one is obligated to pay minimum wage, and that happens again and again and again. I have worked 12 and 15 hour days doing really strenuous physical labor and had $80 to show for it . . . 

			You’re always aware of the fact that a task could be more difficult and more cumbersome than what you’re imagining. And you’re always aware of the fact that a task poster may indeed downplay what’s involved to get a cheaper price. 

			I had a client a couple of months ago who wanted me to do his laundry. 

			He always posts that it’s four loads of laundry and every time I did his laundry it filled 10 or 15 double loading washers. It was a mountain of laundry and it was all covered in cat diarrhea.4 

			Leah Busque responded to Shontell, and emphasized that “TaskRabbits take on only the jobs they want to complete. TaskRabbit is an open marketplace. As such, TaskRabbits are free to bid on the jobs they find attractive—taking into consideration the amount of time involved, the nature of the work, etc. No TaskRabbit is ever forced into any job or task. One thing to note is one person’s imperfect task is another person’s ideal task. It is not up to us but rather the TaskRabbits themselves to decide which tasks to bid on.” 

			Carhart took up the claim “that violations of employment standards are ‘not our problem’ and ‘not up to us,’ with labor lawyer Catherine Ruckelshaus, who responded: 

			That’s the narrative that employers who misclassify their workers as independent contractors use. They say even to a day laborer, a strawberry picker, “it’s up to you, you can come or go.” And they don’t set the price and they don’t set the hours. They try to cloak it as an independent, free exchange, which it’s not. 

			TaskRabbit has gone through a range of business models and seems to be struggling. For some time they promoted a “TaskRabbit for Business” program, which was essentially an all-purpose temp agency. Then in June 2014 they changed their model: no more auctions, work would now be done at a fixed price; a computer algorithm would match clients with “taskers” as they are now called; taskers were asked to wear a company-green tee shirt.5 The changes reflect the way that other online platforms have moved from a model that mimics personal interactions to one that models the consumer experience: eBay moved away from auctions toward fixed prices, Lyft gave up on “donations” for fares.

			The changes are unilateral. The idea (promoted by the company) that they empower taskers turned out to be empty. As Juliet Schor commented: 

			One thing we found in interviews with taskers was that the ability to have control over when they work, who they work for and how much they work was central to the appeal of this platform for many people. These changes have reduced that. The platform is exercising more power and control.6 

			TaskRabbit’s most recent change is to ally with Amazon with its new “Amazon Home Services” offering.7 The additional control that the company now exerts over its “micro-entrepreneurs” raises the question of whether they are really independent agents at all. It’s a question that continues to haunt some of the more recent startups that have followed in TaskRabbit’s path. 

			HOMEJOY 

			House cleaning is not an obvious industry for Google to expand into, but in 2013 the company’s venture capital wing, Google Ventures, joined other investors in putting $38 million into a small company called Homejoy, run by sister and brother Adora and Aaron Cheung. Joining Google Ventures in the early investment round was Max Levchin, co-founder (along with Peter Thiel) of PayPal, and Andreessen Horowitz. 

			Homejoy’s web site says “Get your place cleaned,” but the terms of service (over 4,000 words) emphasize that “THE COMPANY DOES NOT PROVIDE CLEANING SERVICES, AND THE COMPANY IS NOT A CLEANING SERVICE PROVIDER” and “The Service is a communications platform for enabling the connection between individuals seeking to obtain cleaning services and/or individuals seeking to provide cleaning services.” 

			Homejoy provides a web site on which you pick what time you want your house cleaned. As Wired magazine says, “A key selling point is that the housecleaners themselves are insured and vetted by Homejoy. Like Uber’s drivers, however, they’re not technically employed by the company. Instead, they work as freelancers who set their own hours and receive assignments based on availability.” 8 The arrangement has come to be known as the “1099 model,” after the 1099-MISC “independent contractor” form that the workers in the US have to fill out at tax time. Venture capitalist Jeff Jordan of Andreessen Horowitz is enthusiastic about companies like Homejoy. 

			The proliferation of mobile devices is enabling what I call “People Marketplaces”: two-sided marketplaces that connect consumers with people providing specific services. From finding a ride with Lyft, to getting your house cleaned with Homejoy, home-delivered restaurant meals from DoorDash and Caviar, and instant pet-sitting from DogVacay, the variety and usage of People Marketplaces are exploding. It’s really becoming a thing! 9 

			(Jordan was writing as Andreessen Horowitz announced its funding for yet another sharing-economy startup, Instacart, discussed below. Jordan now has a seat on Instacart’s board.) 

			Homejoy’s pitch makes three claims: they are cheap compared to other cleaning services, offer good pay to the cleaners, and carry out “extensive screening” to ensure high standards. Lydia DePillis of the Washington Post talked to a Homejoy cleaner, and her report makes it clear how Homejoy kept its prices low.10 Anthony Walker gets to his first appointment, on the other side of Washington, on the bus, carrying his cleaning supplies in a rolling suitcase. Homejoy says its cleaners earn about $20 an hour, and sure enough the job will earn him $51 for the two-and-a-half hours he spends cleaning, but like Uber’s claims about their drivers’ income, Homejoy neglects half of the picture: Walker’s two-and-a-half hours travel time is not included, he pays the bus fare, and the cleaning supplies are his own. His afternoon appointment cancels, but that’s no loss to Homejoy; it doesn’t have to pay Anthony Walker for the lost afternoon. Walker gets no unemployment insurance, no workers’ compensation, and no retirement benefits. And if he is sick that’s his problem. 

			Early funder Peter Thiel may see government as broken, but Homejoy’s services are state-subsidized. DePillis writes that Anthony Walker “gets transit refunded through D.C.’s welfare programs, although it took some doing to prove his employment status, as Homejoy doesn’t give traditional pay stubs.” 

			In Chicago, Homejoy works with the mayor’s office to find cleaners. “For many people in the program, they have to show proof of employment to receive government assistance, so the Homejoy program is important to them.” Once more there is the suggestion that this is not really a job in the normal sense. Homejoy’s Marlo Struve says: “A lot of people use it as a flexible option to bring in extra earnings to a family and sometimes supplement another part-time opportunity. A lot of times it’s part of a bigger picture for them and their families.” 11 

			They may not be employees, but Homejoy cleaners are continually ranked by the company. “On its internal system, cleaners can see how they rank by customer rating. Walker sits at 13 out of D.C.’s 42 cleaners with a 4.6; almost all 5s, except for a woman who complained that he hadn’t gotten the mildew entirely out of her shower grout.” 

			Interviewed by the Washington Post, a Homejoy spokesperson gave the standard Sharing Economy line, emphasizing the quality of the service by claiming that “only 30 percent of applicants make it through to become cleaners,” but was somehow unable to find answers to more pressing questions. He “declined to disclose any of the company’s other metrics, such as the average wage earned by its cleaners in a week or the distance they travel to jobs.” 

			Sharing Economy entrepreneurs like to talk about “earning a little extra money” and making life a little more affordable, but Anthony Walker shows that the business model is a race to the bottom for the service providers. The most that can be said for the practice of replacing actual jobs with the kind of precarious, state-subsidized work that Walker gets from Homejoy is that it is better than nothing, but it is undermining other workers as it does so, and while Walker gets some money he has no chance of moving on to actual employment.

			Kevin Roose of New York magazine was living in the San Francisco Bay area and asked for a house cleaning through Homejoy. A young man turned up and Roose made small talk, asking where he lived. 

			“Well, right now I’m staying in a shelter in Oakland,” he said. I paused, unsure if I’d heard him right. A shelter? Was my house cleaner—the one I’d hired through a company that has raised $40 million in venture-capital funding from well-respected firms like Google Ventures, the one who was about to perform arduous manual labor in my house using potentially hazardous cleaning chemicals—homeless? 

			He was, as it turned out. And as I told this story to friends in the Bay Area, I heard something even more surprising: Several of their Homejoy cleaners had been homeless, too.12

			By August 2015 the Homejoy story had come to an end. The company was able to offer cheap prices and claim reasonable pay for reasons that had nothing to do with the efficiency-improving wonders of digital technology; the company was simply burning through venture capital money, trying to raise enough business to gain momentum in the winner-take-all world of the Sharing Economy. Once the money ran out, Homejoy had to look for a buyer. A German company called Helpling looked at the company’s books and walked away; then it seemed that Homejoy’s competitor, Handy, might buy them up, but in the end the company just folded. Many of the technology team were hired by Google, so maybe the era of Internet-driven cleaning services is not over yet.

			HANDY 

			Handy, originally called Handybook, is similar to Homejoy in many ways. It goes beyond cleaners to add plumbers and other home services into its offering, but about 85% of its revenue comes from cleaning.13 And of course it has an “origin story” on its web site. Here it is: 

			Oisin Hanrahan was a 19-year old college student in Ireland when he decided to become a real estate developer in Eastern Europe. After scouring various cities on weekend breaks from Trinity College in Dublin, Hanrahan started buying and renovating apartments in Budapest. While renovating a series of apartments around the city, Oisin found it difficult to find quality handymen he could trust to get the job done. There was no easy way. A few years later, while attending Harvard Business School, Oisin and classmate, Umang Dua, realized the same was true in the U.S. They developed Handy to fill that void, with the goal of building the easiest, most convenient way for busy people everywhere to book household services.14 

			Handy has (as of April 2015) raised $60.7 million in venture capital funding, and its funders include Revolution LLC, led by ex-AOL president Steve Case, a prominent Sharing Economy booster. 

			The benefits of Handy will be familiar. Hanrahan says “We are building a brand that’s based on trust. We need our customers to trust us to let us into their homes.” 15 The benefits for consumers are touted: co-founder Umang Dua said “We’re focused on creating the best end to end consumer experience at Handybook. From ease of booking to working with trusted professionals to provide best in class service, our goal is to build an ongoing relationship with our customers who continue to turn to us for all their service needs within the home.” 16 And the status of “service pros” as independent contractors: “the flexibility in terms of scheduling and earnings—is a very meaningful part of the value they see in the platform.” 17 

			The terms of service paint a different picture. According to the 8,500-word document, “The Handy Platform is Solely a Venue for Communications; Background Checks.” It continues: 

			Handy does not itself provide Services . . . HANDY, THROUGH THE HANDY PLATFORM, OFFERS INFORMATION AND A METHOD TO OBTAIN SUCH SERVICES, BUT DOES NOT AND DOES NOT INTEND TO PROVIDE SUCH SERVICES ITSELF OR ACT IN ANY WAY AS A CLEANING, HANDYMAN, OR OTHER HOME-RELATED OR MOVING-RELATED SERVICE PROVIDER, AND HAS NO RESPONSIBILITY OR LIABILITY FOR ANY SERVICES PROVIDED TO YOU. 

			The picture we get of the typical “service pro” is shaped by the well-lit, smiling faces on the Handy web site, and by many of the portrayals in the media that cover the area. Unfortunately (with notable exceptions, many of whom have been quoted here), too much of the technology press and business press seem to take an uncritical attitude to the employment conditions. And why not? Handy offers “great pay,” claiming that its workers “make up to $22/hour as a cleaner or $45/hour as a handyman. Our top professionals make more than $1,000 a week.” 18 When The Economist ran a story on freelance workers for Handy and other platforms, they bought into the extra work story, talking to a law graduate for whom “the on-demand model allows her to combine a career as a lawyer with her taste for travel,” and to the founder of a group that represents “elite workers who want to wind down after decades of selling their soul to their company.” 19 

			Although Homejoy and Handy have adopted many of the tropes of the Sharing Economy, something is missing, and that’s the neighborhood and community aspect that other digital platforms emphasize. There is no pretense of anything other than a straightforward commercial transaction. While Sharing Economy advocates point to web platforms as enablers of peer-to-peer exchanges, removing corporations from the picture, the home services wing of the movement is resolutely marching in the other direction: one of the major benefits that the new technology-based services offer, compared to more traditional cleaning services, turns out to be that it enables customers to hire cleaners without having to actually speak to anybody. 

			Ellen Huet is a journalist who has covered the ins and outs of the Sharing Economy for several years. She quotes Handy’s Hanrahan: 

			If you want someone to go through the process of scrubbing the mold off the top left corner of the shower because you’re too busy or lazy to do it yourself, it’s really hard to ask that person, particularly if you’re 22, you’ve never had the responsibility of employing someone your whole life, you’ve interned two places and now you’re asking someone to do this for you.20 

			Huet’s interviews with Hanrahan and with Homejoy’s Adora Cheung have a clear lesson for online services: separate the service provider from the customer. Phone is better than face-to-face: as Hanrahan says, “That’s the worst—asking the cleaner in person, ‘Hey, while you’re here, can you clean the bathroom?’” Text is better than voice. Indirect is better than direct: “People prefer to hit the chat box in the lower left hand corner of the site and ask someone who is in the position to influence a booking to put in a special request, rather than ask the person who will be doing the cleaning.” Check boxes are better than text: Huet quotes design specialist Steph Habif that “Handybook and Homejoy both prompt users with cleaning add-ons like interior windows, ovens, fridges, cabinets and laundry. Such choices let people feel in control, even if they aren’t creative enough to come up with their own instructions.”

			The problem of trust is solved, according to Huet’s interviews, mainly by introducing a feeling of familiarity, normality, and routine to the process of ordering online services. “We wanted to make it like shopping on Amazon,” said another of Huet’s interviewees. Adora Cheung adds that “In the past decade, purchasing products online has become trusted—we trust the product will show up at your address at some point,” Cheung said. “Now, people are beginning to trust purchasing offline services, whereas a decade ago they maybe wouldn’t have.” 

			The lack of direct contact and the now-routine familiarity of a click-to-purchase or app-based model helps in another way: it makes users avoid a feeling of guilt about paying to avoid chores. Huet quotes design specialist Habif again: “The more time a person has to practice a behavior, the less guilty they’re going to feel about it, especially if they have a rewarding and successful experience. My guess is their customers feel less guilty over time.” 

			DELIVERIES

			Delivery was one of TaskRabbit’s common tasks, but now more specialized firms have moved in (as well as Uber, making a so far largely unsuccessful attempt to expand its business). Of these, two are particularly interesting.

			Instacart’s web page offers, in big letters, “Groceries Delivered in an Hour,” but according to its terms of service Instacart is not a delivery service: 

			Instacart is a communications platform for facilitating the connection between individuals seeking to order food and beverage products and other grocery items (“Groceries”) from selected retail premises (“Customer(s)”), and individuals seeking to assist Customers by retrieving and delivering the Groceries to and on behalf of Customers who have authorized the purchase of such Groceries.

			Instacart was founded in 2012. The required founding myth is a little less than inspirational. Twenty-seven-year-old Apoorva Mehta had spent two years working as an engineer at Amazon: “I had this problem of never having groceries in my fridge and never having the motivation and energy to go to the store,” and most grocery services made him submit his order hours in advance.21 

			Instacart has already raised over a quarter of a billion dollars from big-name firms like Andreessen Horowitz and Sequoia Capital. Initially Instacart ran a typical Sharing Economy model, charging customers delivery fees and a price markup, paying your personal shopper, and pocketing a portion of the exchange. But in 2014 it jettisoned even the pretense of peer-to-peer exchange, partnering with grocery stores who pay Instacart a fee to service their locations.22 Just as eBay became a storefront for major retailers, so Instacart is becoming a new supplier of customers to major fast food chains and retailers; it even gives customers the option of sharing their personal data and shopping history with retailers.23

			Like Homejoy’s Anthony Walker, Instacart shoppers are promised “up to $25 an hour,” but the important words are “up to.” Reporter Joseph Erbentraut interviewed several Instacart shoppers, who “said their minimum hourly base pay was $10, and that their typical hourly pay usually hovered around that figure.”

			“It’s a really strange job, and there are many weeks where you’re just sitting in the car waiting for orders and hoping something comes in, not being paid to be there,” one of Instacart’s personal shoppers, a 24-year-old college dropout based in Chicago, told the Huffington Post in an interview. “But it’s keeping gas in my car. I’m working a job that requires gas that is essentially just paying for my car. It feels like selling my hair to buy a hairbrush.” 24

			Maybe the shopper should take heart from economist Tyler Cowen, who cheerily opined (based on no quoted evidence at all) that “I wouldn’t want to suggest people will become grocery-delivery millionaires, but if you don’t have a college education but you’re smart and responsible, could you make a living doing this and maybe piecing it together with some of these other kinds of jobs? Absolutely.” 25

			Postmates is a competitor to Instacart, although more of its deliveries are prepared meals rather than groceries. Also founded in 2012, it took 116 weeks to make its first half-million deliveries, twenty weeks for its next half-million, and ten weeks for its third half-million.26 Like Instacart, Postmates started with the Sharing Economy model by charging customers, paying delivery workers, and taking a 20% cut. Also like Instacart, it has added a Preferred Merchant program in which companies pay Instacart to provide a delivery service, and Postmates has now partnered with Whole Foods, Starbucks, Apple, McDonald’s, and Chipotle. Asked about worker security, salary, and benefits, the Postmates CEO said “We’re talking about a different sector of the labor market. We like to think of Postmates as America’s best part time job. It’s complementary income.” 27 He did not say whether Postmates delivery workers like to think of their work that way.

			The on-demand delivery segment of the Sharing Economy has morphed into a concierge economy “where serfs deliver stuff to rich folk.” 28 The range of on-demand services available in San Francisco and New York has become self-parodic. Magic asks you to “Text this phone number to get whatever you want on demand with no hassle.” Alfred offers an on-demand butler. Dufl is “a personal valet that simplifies business travel by shipping, cleaning and storing your business attire.” And there are many more, in a phenomenon that Umair Haque calls the “Servitude Bubble.” 29 

			Any promise of community and connection has been left behind together with ideas of sustainability and anti-materialism as venture capital races to create an emerging demographic of ever-more entitled consumers, providing them with a frictionless, hermetically sealed experience in the name of Sharing.


			6. Strangers Trusting Strangers

			Sharing Economy companies love to talk about trust: they claim that we can trust stranger-to-stranger exchanges on their platforms because of what Brian Chesky calls “these magical things called reputation systems.” 1

			Some go so far as to call reputation systems the central innovation of the Sharing Economy. New York Times columnist Thomas Friedman lauds “Airbnb’s real innovation—a platform of ‘trust’—where everyone could not only see everyone else’s identity but also rate them as good, bad or indifferent hosts or guests. This meant everyone using the system would pretty quickly develop a relevant ‘reputation’ visible to everyone else in the system.” 2 Friedman was writing just a couple of weeks after his New York Times stablemate David Brooks described “How Airbnb and Lyft Finally Got Americans to Trust Each Other”: “Companies like Airbnb establish trust through ratings mechanisms . . . People in the Airbnb economy don’t have the option of trusting each other on the basis of institutional affiliations, so they do it on the basis of online signaling and peer evaluations.” 3

			Sharing Economy companies are not the first to use ratings and algorithms to guide behavior. Their trust systems build on the rating and recommendation systems used by Amazon, Netflix, eBay, Yelp, TripAdvisor, iTunes, the App Store and many others. Each takes individual ratings as their input and transforms them into some form of recommendation. As rating systems have become ubiquitous their usefulness has become a matter of faith in the world of software development.

			The Sharing Economy is at the cutting edge of a push for “algorithmic regulation” in which rules protecting consumers are replaced by ratings and software algorithms. Law professor Lior Strahilevitz enthuses: “Imagine if every plumber, manufactured product, cell phone provider, home builder, professor, hair stylist, accountant, attorney, golf pro, and taxi driver were rated . . . In such a world, there would be diminished need for regulatory oversight and legal remedies because consumers would police misconduct themselves.” 4 Your online history becomes more important than your credit history.5 

			As in so many other aspects of the Sharing Economy, Airbnb and Uber are leading the way. Airbnb CEO Brian Chesky expresses his company’s confidence when he says of city-level rules, “they’re primarily set up for screening. To protect consumers. Well it turns out that cities can’t screen as well as technologies can screen. Companies have these magical things called reputation systems . . . We think government should exist as the place of last recourse.” 6 Uber CEO Travis Kalanick is even blunter about his disdain for old-style regulations, which he sees as just a way to keep entrenched interests happy: “Every city we go to, eventually the regulators will make something up to keep us from rolling out or continuing our business.” 7

			The promise of reputation systems is a mirage. 

			The broad-brush talk of trust misses the point that most regulations exist to screen those things that customers cannot see for themselves. Most tourists cannot assess whether their accommodations are properly protected in case of fire, restaurant customers will not know whether the kitchen handles food properly, taxi passengers will not know whether the brakes of their car are in good condition, and most will never find out. Ratings will never solve these problems, and for this reason alone algorithmic regulation is a non-starter. 

			Reputation systems are also the wrong tool to deal with extreme failures of trust. A one-star rating is no way to deal with assault, fraud, or theft, for which reparations and perhaps even prosecution are required. Sharing Economy companies have proved ill-equipped to deal with these failures when they do occur. In a dramatic recent case, a nineteen-year-old Airbnb guest in Spain was sexually assaulted by his host. He texted his mother in the USA that his host had locked him in the apartment where he was a “guest”, and when she called Airbnb they told her to get in touch with the police instead.8 When push comes to shove, Airbnb maintains that is not responsible for what happens during visits that it arranges, and rating systems do nothing to address these rare but extreme breaches of trust.

			We are left with a relatively narrow range of trust problems that reputation systems can even claim to address: cleanliness, punctuality, friendliness, and so on. Even there, reputation systems are failing in their basic task of discriminating between the good and the bad. The failure has been covered up by continually re-inventing rationales for the systems, by using reputation systems as a front for centralized and unaccountable disciplinary styles of management, and by a star-struck public discourse that focuses on the “magical” aspect of all these effortless clicks and algorithms. Technologists routinely misunderstand what we are doing when we rate each other, and as a result reputation systems are eroding the very person-to-person relationships that the Sharing Economy supposedly values.

			SIGNALING TRUST 9

			Trust is a word with many rich connotations, so let’s start by making it clear what kind of trust we are dealing with in the Sharing Economy.

			Imagine that Jill must decide whether to make a loan to a stranger named Jack; if Jill makes the loan, then Jack must decide whether to repay it. We say Jill trusts Jack if she expects him to repay, and we say that Jack is trustworthy if he would repay the loan.

			Trustworthiness is not a quality like eye color or height that can be observed directly; Jill must look instead for signals of trustworthiness (a firm handshake? evidence of past good behavior? membership of a similar social group?) If she sees these signals she must decide whether they are genuine, or whether Jack is mimicking signals of trustworthiness in order to deceive her. Jack has a problem too: even if he has every intention of repaying the loan he must convince Jill of this fact; he must convince Jill that he is not a con man mimicking the signals of trustworthiness.

			An effective signal—one that Jill could believe in—must separate trustworthy from untrustworthy people. Thinking economically, it must be a signal that is easy for a trustworthy person to display but too costly for an untrustworthy person to display.10 If no such signal is available, then Jill has no way to know whether Jack is trustworthy or is just mimicking trustworthiness—an outcome that is called pooling. In the pooling case Jill will not loan Jack the money, even if he is perfectly trustworthy, because Jill cannot trust the signals that Jack sends. In real life we deal with probabilities rather than certainties, but there is a spectrum from separating to pooling outcomes in problems of trust. 

			In the commercial world there are many signaling mechanisms for solving the problem of trust, some of which work better than others. Group membership has always been an important signal: Quakers became wealthy in the early days of transatlantic commerce because their reputation for honesty encouraged people to trade with them. There are regulations (you can trust this restaurant because it has passed a food safety inspection), professional qualifications (you can trust this person to fix your leg because she is a doctor, you can hire this graduate because they got a good degree from a good university), voluntary industry certifications (you can trust this coffee to be fair trade because there is a fair trade label on the package, or this French wine because of its Appellation Contrôlée designation), independent rating agencies (you can trust this business because they rate highly in Consumer Reports, J.D. Power reports, or on the Better Business Bureau), individual firm commitments (you can trust this retailer because they have invested heavily in their brand, and so must act accordingly), and many others.

			Reputation deals in a more informal, social, and personal kind of signal: reputation is the social distillation of other people’s opinion. When my neighbor says “Don’t hire John the Plumber: he came to fix my sink but it’s still blocked,” she is providing information that lets me decide whether to trust John to fix my drains. In a community with strong word of mouth, it is easy for a good plumber to establish a reputation as reliable, punctual, and skilled simply by being reliable, punctual, and skilled; it is difficult for an incompetent or lazy plumber to do the same.

			In the sense used here, reputation is peer-to-peer, informal, decentralized, and community-driven, and it is those qualities that Sharing Economy advocates claim can be scaled up by using internet reputation systems. Airbnb and BlaBlaCar both describe themselves as “a trusted community marketplace;” Lyft’s one million rides show “the power of community.” Instead of passing on comments by word of mouth, we now click to rate John the Plumber with a one-star rating. 

			Reputation is far from a perfect signal. In the offline world, testimonies are often private (“he fixed my sink and came on time, but there was something about him . . . I just didn’t like having him in my house”) and there are good and bad sides to this. Word-of-mouth reputation can pass along legitimate but unprovable concerns when the speaker does not have to be publicly accountable for their statements. But reputation also makes it difficult for John to gain a good reputation—no matter how trustworthy he is—if he is a black man trying to find work in a white community with a history of racism, or difficult for Jane the Plumber’s skills to be taken seriously if the community has traditional norms about women’s roles. “Old boys’ clubs” and other insider groups provide members with an inbuilt advantage when it comes to establishing a reputation. 

			Reputation is effective only if the testimonies are impartial and free from the taint of collusion or retaliation. Testimony from John’s brother does not carry the same weight as that of someone who has no stake in John’s success or failure. John may not want my neighbor to tell me about his failure to fix their sink, but there’s not a lot he can do about private conversations over a garden fence.

			In her TED talk, influential author Rachel Botsman says that in the new economy “reputation will be your most valuable asset,” but thinking of reputation as an asset is a dangerous path to take. Markets grow around assets, and these markets undermine the impartiality on which reputation relies. Intermediaries such as reputation.com will help you boost your reputation, for a fee, but why would you trust a reputation that has been paid for? As soon as we invest in actions explicitly to promote our reputation, then reputation fails to work from a social point of view. If you can buy and sell testimonies, those testimonies lose their ability to discriminate between trustworthiness and opportunism. 

			In many cultures self-promotional activity is not generally acceptable in the social world, seeming crass and selfish, but it is widely accepted in the commercial world in the form of branding and marketing activities. As Alice Marwick writes, ideas of personal branding and investment in self-promotion have taken off in a big way in Silicon Valley; part of the region’s belief in the value of entrepreneurship,11 so now Sharing Economy companies have coined a word for “people as companies.” Airbnb hosts, Lyft drivers, and TaskRabbit errand-runners are “micro-entrepreneurs”: the self as corporation, and one’s reputation as personal brand. If investment in “reputation as an asset” gains ground, then reputation may become a measure of how well we conform to the prejudices and expectations of Silicon Valley culture.

			RATINGS DO NOT DISCRIMINATE

			Start by looking at ratings on Netflix: the ratings of movies and TV shows by Netflix customers. There is every reason to believe that most Netflix ratings are independent and honest. When you rate a movie you can offer your opinion freely, having no reason to expect reward or punishment for any particular rating. You also have an incentive to give a rating that matches your actual opinion, as it enables Netflix to recommend movies that better match your tastes. Figure 3 shows the distribution of ratings for a set of 100 million ratings that Netflix released for its Netflix Prize competition. 
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			Figure 3. Ratings in the Netflix contest data set.

			The ratings are distributed among the available scores with a peak at about 3.5, so a rating of 4 or 5 is a pretty good rating and Netflix ratings help us to discriminate between one-star stinkers and five-star favorites.

			Yelp is a rating site for restaurants and other small businesses. Each rating is made by an individual customer (who may remain anonymous). Businesses do not choose to participate on Yelp; they are listed whether they want to be or not. The incentive for individual customers to rate their experience is less obvious on Yelp than on Netflix, as Yelp does not yet provide personalized recommendations to the users of its site. Instead, Yelp builds on the idea of community to nudge its users to provide reviews: if you use the Yelp application to get ratings, you may want to provide your own reviews as a contribution to improving the experience. 

			Yelp recently made a data set of its own ratings available for use. Figure 4 shows the distribution of ratings for restaurants, which is the most widely reviewed classification on the site. The distribution is similar to that of Netflix, suggesting that Yelp reviewers rate restaurants in a similar manner to the way that Netflix reviewers rate movies. 
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			Figure 4. Yelp ratings for restaurants.

			So what about Sharing Economy ratings? The distribution of ratings on Airbnb for a number of representative cities is shown in Figure 5. The distributions are quite different: each is a “J-curve,” where the bulk of the ratings are at very high values. Rating system designers typically see curves like this as a problem: are there really so many more excellent Airbnb experiences than there are excellent restaurants? Commonly suggested causes are filtering (only customers with a good experience are rating the site), or bias (customers are being guided in their ratings by something other than the quality of the experience itself).12
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			Figure 5. Airbnb ratings in a selection of cities.

			Even more dramatically, Figure 6 shows the ratings distribution for a set of over half a million ratings that I collected from the ridesharing web site BlaBlaCar, on which over 98% of ratings are five stars. Ratings are not publicly available for Uber and Lyft drivers and riders, but both sites are known to “de-activate” drivers from the site if their rating drops below a cutoff in the range of 4.5 to 4.7 (out of five stars) so most ratings must be five stars out of five in these cases too. Similarly, newspaper articles suggest that average ratings on Handy and Homejoy are between 4 and 5.
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			Figure 6. BlaBlaCar ratings.

			•

			Even though Sharing Economy ratings are typically crammed into a small range, could a 4.9 rating still indicate a better experience than a 4.7? All the evidence to date says no, it cannot.

			Even in rating systems with widely-distributed ratings like Netflix, the relationship between an individual rating and the quality of user experience is murky. One of the results of the Netflix Prize competition was that individual ratings turn out to depend on factors that have nothing to do with the movie itself: people tend to grade relative to the existing rating, so highly rated films tend to stay highly rated. The best competitors managed to compensate for these effects, but only in an environment where individual movies were getting millions of ratings, quite different from the Sharing Economy case. Despite the fact that more expertise was poured into improving the Netflix rating system than any other, Netflix has moved away from using sophisticated rating algorithms when making its recommendations.

			The fragile relationship between quality and ratings was confirmed in an experiment by three sociologists.13 Matthew Salganick, Peter Dodds, and Duncan Watts created an artificial music market in which over 14,000 participants listened to a set of songs they had not heard before, rated them, and were given the chance to download the song. The participants were split into nine groups, and eight of those groups were shown a single piece of rating information: how many times songs had been downloaded by others in the group. The ninth was not shown any download information. The experiment’s conclusion was that even this form of rating influenced people’s behavior: they were more likely to download songs that others had downloaded. Ratings led to a greater inequality (those which had been downloaded got downloaded more), but the set of popular songs was different in each of the groups, showing that download ratings did not provide a reliable guide to quality. “The best songs rarely did poorly, and the worst rarely did well, but any other result was possible.” In a Sharing Economy context, this means that early ratings influence how later raters behave: a bad early rating may influence reputation far more than later ratings.

			As ratings are compressed into a smaller range, the already tenuous relationship between score and quality suffers further. A recent working paper studying accommodations listed on both Airbnb and on TripAdvisor concluded that “Overall, Airbnb and TripAdvisor reviewers exhibit little agreement. TripAdvisor and Airbnb ratings are only weakly correlated, with the relative rankings of properties varying to a significant degree across the two sites.” 14 The paper is a detailed and careful analysis that comes to the same conclusion about Sharing Economy ratings as did Wired magazine’s Kat Kane, a regular Uber and Lyft customer. She admits to giving five-star ratings after white-knuckle rides, and her experience tells her that ratings are no indication of quality: “I’ve ridden with 4.7 star drivers who wear gloves and open passenger doors and 4.7 star drivers who couldn’t pass a road test.” 15

			Together, these studies confirm that reputation systems fail in their basic task of distinguishing high quality or trustworthy offerings from lower-quality or untrustworthy offerings. There is no evidence that an Uber driver or a Handy cleaner with a rating of 4.9 is better in any way than someone with a rating of 4.6. Sharing Economy reputation systems are broken. The influential idea that these systems can be relied on in situations where bad behavior can have serious consequences is simply magical thinking: the system designers are so wrapped up in the elegance of the software that they are convinced it will work, and too many journalists are bowled over by the promise of something novel.

			Reputation systems are no substitute for regulation. Instead, they are a substitute for a company management structure, and a bad one at that. A reputation system is the boss from hell: an erratic, bad-tempered and unaccountable manager that may fire you at any time, on a whim, with no appeal.

			•

			J-curve rating distributions, like those of the Sharing Economy reputation systems, show up whenever people rate each other. By far the most widely-studied reputation system in which customers and service providers rate each other is the eBay system. In its early years, buyers and sellers rated each other on a simple scale of positive, neutral, or negative, and each could see how the other rated them. In some studies, as much as 99% of all ratings on eBay are found to be positive, and researchers suggest that this extreme J-curve is evidence of bias. For example: 

			The fact that from 742,829 eBay users . . . who received at least one feedback, 67% have a percentage positive of 100%, and 80.5% have a percentage positive of greater than 99%, provides suggestive support for the bias. 

			An early explanation for bias on the eBay system was fear of retaliation: if you give a bad review and the target retaliates by giving you one in response, then your own reputation takes a hit. Why take the risk? EBay has made a number of attempts at removing the threat of retaliation (not allowing sellers to rate buyers, for example) to improve the experience for the marketplace as a whole, but the very high proportion of positive reviews remains. There is more to high ratings than fear.
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			Figure 7. Distribution of hair stylist ratings in the Yelp data set.

			While Yelp is primarily a rating site for restaurants, it also covers other kinds of small businesses, and the rating distribution for hair stylists is shown in Figure 7. Even though there is no fear of retaliation here, the ratings form a clear J-curve. Some have suggested that this is because when we deal with other people, especially when we have a relationship over time, norms of everyday courtesy make us reluctant to criticize in public: we will more often behave like Forbes writer Jeff Bercovici when he rated his Uber driver:

			I took a ride in a car as grimy and musty-smelling as a typical yellow cab. The driver was friendly and knew his way around, but he was clearly falling short of Uber’s standard that the sedans in its UberX fleet be in “excellent condition.” Since customer feedback is “important to insuring a high-quality experience,” according to the company, when it came time to rate my trip, I only gave the driver three out of five stars.

			Just kidding. I gave him five stars, of course. What do you think I am, a psychopath? 16

			A norm of courtesy applies to market transactions. It is customary to express thanks at the conclusion of many exchanges: even the screen of the vending machine at my workplace shows “Thank you, enjoy your beverage” when I fill a mug of coffee. Guest books at bed & breakfasts and at museums are filled with polite and appreciative comments. The positive rating at the end of an eBay exchange is not so much an assessment (honest or dishonest) but is rather a courtesy.

			Stronger norms apply to more personal exchanges. We feel free to talk critically about impersonal market transactions to third parties (nobody thinks it impolite to say “I didn’t enjoy that movie”); but when it comes to personal relationships it is impolite to bad-mouth someone in public without at least trying to solve the problem privately first. “Don’t kiss and tell” and “if you have nothing good to say, say nothing at all” are two ways this norm is expressed, but there are others. Managers are told to “praise in public, criticize in private”: to do otherwise puts people in the position of being shamed, and leads to “fight or flight” reactions. When groups get into trouble, there are norms to not be a splitter, a rat, a snitch, a tattletale.

			Reputation systems present a rosy picture of the Sharing Economy as a Lake Wobegon in which everybody is nicer than average, because people under-report bad experiences. A study of the eBay reputation system showed that about one in five of all eBay transactions led to some level of dissatisfaction, but that people tend to follow the maxim of “if you can’t say anything nice, say nothing at all.” Dissatisfied eBay customers give, not a bad rating, but no rating at all.17 Keeping a system that has an overwhelming number of visible high ratings creates an atmosphere in which customers are likely to book, and provides a veneer of familiarity for people used to doing business on Amazon and Netflix. 

			Fortunately for Sharing Economy companies, trusting strangers is not always as perilous as the hype suggests, and we know this in our daily lives. Wired may run a story with the title “How Airbnb and Lyft finally got Americans to trust each other,” but the truth is that Americans and others have been trusting each other for centuries. 

			Trust is a problem only if there is a real incentive to behave badly, which is why trusting strangers is commonplace. When we get lost we ask strangers for directions and trust their answers: why would they lie? When I look up the date that Henry IV died on Wikipedia I trust the answer because, again, why would someone lie? 

			Even when there is an opportunity to take advantage of others, most people are decent most of the time. Shop assistants give us the right change. People buy and sell through Craigslist, Kijiji, and classified ads without any reputation system to help them. For decades, people hitchhiked and almost all of those rides were safe. 

			The headlines that express surprise about “letting a stranger into your house” are overly dramatic: we let plumbers, furnace repair people, cleaners, and other service providers into our houses and apartments routinely; taxi drivers let strangers into their cars all the time, and we get in the car with taxi drivers who are strangers. And when things don’t go perfectly, we sigh and move on. If the shop assistant is grumpy, if the plumber turns up late, if the bus driver stops and starts too suddenly, it’s not that important in the big scheme of things.

			(Aside: I traveled from the UK to Canada—my first ever plane ride—as a naïve twenty-one-year-old in 1981, planning to fly into New York and take the bus through Buffalo. On the plane I got talking to another young man who invited me to spend the night with him and his mother in Queens before sending me on the next day with a packed lunch. What a wonderful introduction to a new continent!)

			I’m a middle-aged white man, and not everything is so rosy for others. Things do go badly, both in Sharing Economy transactions and in our dealings with strangers, and individual examples of extreme trust violations are felt across whole industries. But reputation systems are the wrong tools to cope with occasional extreme violations of trust, as they rely on an accumulation of feedback over time to present their ratings. When things go badly wrong, customers do not want to post a three-star review, they want a direct line to the company itself, and too often this is not always available: Uber has had an F rating from the Better Business Bureau for some time, primarily because of its persistent failure to respond to customer complaints.18

			Airbnb had to set up a safety division when guests trashed the apartment of San Francisco host EJ in June 2011, and stole her jewelry, hard drive, passport, and credit cards.19 It continues to have its share of scandals, some of which make the press. The headlines tell the stories: “Hookers turning Airbnb apartments into brothels,” 20 “Airbnb renters who trashed Calgary house used fake credit cards to fuel party,” 21 “Airbnb host left violated after busting fanny pack–clad male prostitutes in her apartment,” 22 “Nightmare Palm Springs AirBnB Renter Refuses to Leave,” and even more seriously, “AirBnB Flat Owner Jailed For Raping US Tourists,” and more. Such events cannot be flagged ahead of time by a reputation system, although to be fair the very positive reviews for one set of guests, who turned out to be using apartments for prostitution, did contain the enigmatic and yet revealing comment: “It was very difficult to clean up the oil marks.” The curious can find an extensive collection of generally less-dramatic (and less substantiated) cases at http://www.airbnbhell.com.

			Uber has had more high-profile scandals than Airbnb, with cases of assault (both driver on passenger and vice versa), threats, hacked user accounts, and accidents.

			The companies’ responses to these events is always to emphasize their rarity, but rare events can change a practice for good. Rates of hitchhiking in the UK, for example, plummeted in the 1990s in the wake of two highly-publicized murders, even though the danger to any individual hitchhiker remained very low.23 When an Indian woman sued Uber in India after being raped by her driver, the city of Delhi banned Uber for failing to carry out adequate driver checks.

			Terrible things happen to people in hotel rooms and taxis too, but there is a mechanism to hold hotels and taxi companies responsible for these events, and that mechanism provides a lever that can improve safety over time. Sharing Economy platforms retreat behind the language of their terms of service agreements to claim that they have no legal responsibility for the events. Press coverage is too often the only method to force them to take steps.

			Missing reviews continue to be a thorn in the side of reputation system designers and companies. In July 2014 Airbnb tried to encourage more critical reviews by holding back the publication of reviews until both parties had submitted a review of the other; neither the company nor researchers with access to the company’s data have commented on the success of the change. In another experiment, Airbnb staff are working with external researchers to test whether offering a reward to encourage reviews has any effect on the number of critical reviews that guests provide.24 

			Other efforts are trying to squeeze more critical information from what is already there. Airbnb is using natural language processing to parse critical comments from review texts.25 Researchers have shown that taking missing reviews into account can give a much more effective measure of seller quality.26 The problem with such efforts is that, if systems were changed so that missing reviews or passive-aggressive text comments were known to be recorded (and so became, implicitly, a negative review) customer behavior may change to avoid the threat of a negative (non-) review in return. 

			RATINGS AS SURVEILLANCE

			Despite their failings, reputation systems do serve a useful purpose for Sharing Economy transactions. The orthodoxy around reputation systems is that critical reviews provide information to other peers, but we have seen that there is little information about quality to be gained from Sharing Economy reputation scores. Instead, critical reviews act as a complaint to the central authority (the Sharing Economy company). 

			The reputation system is useful to keep service providers in line. Most people are going to give a good review unless their experience is very bad, but there is a small group of customers who are happy to provide critical reviews, and those reviews can have a big impact. A slip from 4.6 to 4.5 in an Uber driver’s rating is not like the slip in the rating of a movie on Netflix. It does not meaningfully affect the perception of the driver by other customers. Instead, a bad rating is a complaint to Uber itself, which has its own unaccountable disciplinary system that can remove drivers from the platform for any reason. The threat of a bad review becomes a trap waiting to open in front of the driver.

			Uber drivers’ discussion boards show a consistent fear over occasional bad ratings—how did they come about? can they be appealed? (no), how can they be avoided? Drivers must continually worry about that one-in-ten customer who will complain that you didn’t offer them bottled water, or that you were overly friendly, or not friendly enough. 

			That’s not how Sharing Economy companies present the situation. Their reputation systems ask people to speak “honestly” when rating service providers, and to make criticisms of services that do not match up to expectations.

			Yelp gives an example of how this search for honesty plays out. Yelp filters the reviews that come into its site, including only trusted reviews in its overall rating. It gives priority in its selection of reviews to people who have a strong relationship with Yelp (its “Elite Squad”), but discounts the views of those who have a strong relationship with the service provider (which they see as a source of bias). 

			Yelp encourages a norm of market transactions, while many restaurateurs promote a norm of personal service. Is a bad review an “honest rating” or is it a “drive-by trashing”? Is the reviewer providing a public good by notifying the broader public of their opinion through the platform, or acting in bad faith by not engaging with the service provider? It is no surprise that many restaurants don’t like Yelp’s ratings: reviews by their most trusted customers are discarded, while anonymous reviews by a one time visitor are given pride of place. A restaurateur’s objection to a bad review on Yelp by a customer who never complained in person is not just sour grapes at an “honest” review, it is a clash of norms. If there are problems, restaurateurs hope customers will give them a chance to set things right, rather than going straight to the public shaming of a low review. If a rating is a mark of courtesy, then asking customers to provide critical feedback is to encourage violation of the norms of courtesy. The more personal the customer–service provider relationship, the more the friction between the reputation system and the norms of exchange. 

			As Airbnb continues to tune its reputation system, it seems likely to follow the path that Yelp has forged. Airbnb researchers seeking to collect feedback from their customers suggest that “guests may be choosing to omit negative feedback from public reviews even when there is no possibility of retaliation because they do not want to hurt the hosts they have socially interacted with,” and conclude: 

			Based on our results, marketplaces should design reputation systems to induce a higher share of participants to leave reviews and to solicit feedback in such a way that maximizes the perceived social distance between the reviewer and the reviewed. 

			Airbnb marketing emphasizes the personal nature of its service, but the reputation system needs a “social distance” between host and guest if it is to collect the right input. 

			In the cases of both Yelp and Airbnb, the reputation system erodes the very relationship that it seeks to evaluate. From the service provider’s point of view, the reputation system becomes a form of surveillance: a “denunciation system” in which they may be publicly shamed at any moment and, in the case of Sharing Economy platforms, punished. 

			Sharing Economy reputation systems have become fronts for hierarchical and centralized disciplinary systems, which have nothing to do with notions of “peer-to-peer” reputation, “algorithmic regulation” or regulation with a “lighter touch” through ratings. We trust strangers on Sharing Economy platforms for the same reason we trust hotel employees and restaurant waiters: because they are in precarious jobs where customer complaints can lead to disciplinary action. The reputation system is a way to enforce “emotional labor”; service providers are compelled to manage their feelings and present the face that the platform demands, to become that “friend with a car” or that “neighbor helping neighbors.” It’s the fast food worker’s “Have a nice day” taken to the next step.

			•

			Sharing Economy reputation systems do not solve the problem of trust. At best, they provide a disciplinary mechanism that keeps service providers smiling and efficient by virtue of erratic and inconsistent ratings. For service providers, reputation systems are a form of surveillance, mainly enacted by the most entitled and demanding customers on the platform. For the community, and for the notions of sharing which the Sharing Economy is supposed to be bringing back, reputation systems are turning us into a society of snitches, giving us the ability to casually turn in our fellow citizens to a strict and unaccountable form of discipline. 


			7. A Short History of Openness 

			The Sharing Economy is only the latest wave of digital technology to take inspiration from ideas of openness. The facts surrounding the movement will change rapidly, even by the time between the writing and publishing of this book. But there are forces that shape the development of this movement as they have shaped previous waves of digital revolution, and we can look to these other digital movements to understand where the Sharing Economy is likely to take us. This chapter and the next take a look at the broader digital environment from which the Sharing Economy has emerged, and the ideas from which it takes its inspiration.

			Open source, open content, and open data: each of these promised to empower individuals while challenging the power of big corporations and governments. Just as the Sharing Economy claims to be on the side of regular people against hotel chains and “Big Taxi,” so openness promised to be on the side of hobbyist coders against Microsoft, of living-room musicians against big record labels, and of bloggers against big media companies. But one by one these promises have been broken: instead of producing a more level playing field, openness has replaced one set of powerful institutions with another, often even more powerful, set. This chapter describes how ideals of digital openness have been repeatedly appropriated for private gain.

			Brian Chesky writes that “At Airbnb, we are creating a door to an open world—where everyone’s at home and can belong, anywhere.” Openness is almost a synonym for sharing, for a kind of exchange that goes beyond straightforward market transactions; it is central both to the broader appeal of the Sharing Economy and to the story that Airbnb tells about itself. Chesky’s words echo those of Mark Zuckerberg, who started a letter to potential Facebook investors this way: “Facebook was not originally created to be a company. It was built to accomplish a social mission—to make the world more open and connected . . . As people share more, they have access to more opinions from the people they trust about the products and services they use. This makes it easier to discover the best products and improve the quality and efficiency of their lives.” Zuckerberg may have forgotten that his original Facebook was actually a “hot or not” web site allowing Harvard students to compare pictures of students and vote on which was hotter, but he remembers that openness and sharing appeal to the best in us.

			•

			Openness was central to the beginnings of the Internet. With the foundations created in university and government labs (DARPA), the source code for programs was shared among the researchers who made up the early Internet community. The early uses (email, Usenet) were built on a distributed network architecture with no central server; the early Internet was a non-commercial and decentralized environment. The basic protocols and standards on which the Internet was built were and are open. Not only were they open in their specification (anyone could implement them) but they were open in their philosophy; they were designed, for example, such that any computer could add itself to the network without having to ask permission of some administrator.

			The early software that ran the Internet was also open: shared in a non-commercial fashion, largely among researchers and others in the university and government world. The World Wide Web was invented at CERN, and the first generation of web software was developed at government labs. The source code for these applications was not owned by individual companies, it was made available to anyone who wanted it as “open source.”

			Commercial use was forbidden on early government-funded precursors to the Internet, but the 1992 Scientific and Advanced-Technology Act allowed the US National Science Foundation to interconnect with commercial networks, and the mixture of commerce and non-commercial activity started. There was vociferous argument over the ethics of pursuing profit over the Internet, but digital commerce exploded. Digital openness, which was initially a norm of the non-commercial world of researchers and enthusiasts cut off from the world of private property, was exposed to the profit motive. Inevitably, things would change.

			The Internet is often seen as a natural place for openness because files and documents can be copied: I can give you a copy of a song, and still keep a copy for myself, I can upload a video to YouTube and everyone can watch it. If software or songs are made “open” they are no longer commodities that can be privately owned: they are made free for others to use as they wish, and so are taken out of the normal commercial realm of buying and of selling. It seems like openness is an alternative to the commercial marketplace. But openness on the Internet co-exists with the market: YouTube is a way of sharing content, but it is also a for-profit part of a for-profit company. In these mixed environments, openness has two effects:

			
					It disrupts existing markets. By cutting the price of a product or service to zero, for everyone and for any purpose, it undermines the business of those who previously controlled access to that product or service. Making songs available for free on Napster was a threat to the business of the music labels and the main street music stores.

					It creates new markets in complementary offerings. Complements are products or services that go together, so that cutting the price of one increases demand for the other. File sharing increases the demand for Internet Service Providers, file sharing sites, and digital music players. These new markets are doppelgängers—shadows that follow openness wherever it goes; new markets that spring up inevitably from the ruins of the old.

			

			The disruption of existing markets appeals to those who want an alternative to the free market, and who see openness as a way to challenge existing hierarchies and power imbalances in society. It’s a vision adopted by Airbnb when it speaks of its communities of “regular people, sharing the homes in which they live” as an alternative to the mass-produced world of corporate hotel chains. 

			But openness also attracts those who want to build bigger corporations. Commercial interests have repeatedly used the non-commercial appeal of openness as a front for their own very commercial agendas. The problem is, openness does not simply create new markets and new businesses to replace the old ones that they disrupt, it tends to create less-competitive markets and more powerful businesses. 

			The markets disrupted by openness are often traditional in structure, characterized by decreasing returns, with market power that is distributed and limited in scope. The payoff to building a bigger music store inevitably falls off and becomes uneconomic at some point, opening the space for specialist stores and competitors. Add too many new artists to a music label and it becomes impossible to promote them all, so music labels have to specialize and compete.

			In contrast, constant fixed costs and zero marginal costs are “the baseline case” for information goods,1 so digital environments are characterized by “increasing returns”: the bigger you are, the bigger you get. The markets are likely to be oligopolistic, consisting of a few, big firms, each with significant market power. For several years Apple’s iPod and Google’s YouTube had no serious competitors. 

			Many of the sources of increasing returns for digital marketplaces are lumped under the term “network effects”: each new user of a service makes that service more valuable. Social media companies obviously benefit from network effects: you join the social media platform where the people you want to meet hang out. But there are other, less obvious forms of increasing returns: Google learns from every search carried out on its platform and so has a continuing advantage over its rivals (such as they are); advertisers want to be on the search engine that most people frequent, so the leading search engine will attract the most advertising money to feed its further growth. Other network effects are familiar from the brick-and-mortar world: a successful corporate brand can communicate familiarity and dependability and so grow faster. Or, as is the case with Amazon, a growing business provides money that can be re-invested in building more efficient infrastructure, driving the next cycle of competitive advantage. 

			Not that network effects continue without limit. New technologies do come along to challenge existing ones such as music streaming companies challenging Apple’s iTunes Store. Also, cultural instincts don’t just bind us all together on Facebook, they drive us apart too. What teen wants to be on the same social networking site as their parents? So Snapchat and Instagram become the social networks for the next generation, and new entrants (Yoho, Whisper, WhatsApp, Kik) try to create new identities that will appeal to a new demographic. Faced with generational changes in tastes, the best thing that this generation’s company can do is sometimes to buy its challengers, as Facebook has done by buying Instagram and WhatsApp. 

			Network effects are not unique to the Internet, but the Internet provides an environment in which they can become particularly powerful. For one thing, they are not obviously limited by national borders in the way that, for example, phone networks are. Successful companies can become international without leaving home: without even trying, Google can serve up search results to Australians as easily as to Californians; the technical challenge of streaming a movie to Paris is not much different to streaming it to New York. Again, there are limits imposed by the physical aspects of a business (Amazon needs to set up distribution centers), or the cultural (language, for example), or the legal (licensing restrictions, for example), but the potential for global reach is always there.

			The examples in this chapter show how digital openness has served to create these doppelgänger markets far more than it has leveled the playing field between individuals and powerful institutions. 

			OPEN-SOURCE SOFTWARE 

			In 1991, Finnish student Linus Torvalds started work “just for fun” on the open-source operating system that was to become Linux, and it quickly became a phenomenon. Linux was trumpeted as a triumph of the loosely-coordinated amateur (that is, non-commercial) efforts of “hackers” (that is, people programming for fun rather than as a job), and in 1998 Eric S. Raymond started his famous essay The Cathedral and the Bazaar this way: 

			Linux is subversive. Who would have thought even five years ago that a world-class operating system could coalesce as if by magic out of part-time hacking by several thousand developers scattered all over the planet, connected only by the tenuous strands of the Internet? 2

			The success of Linux and other open source software projects spurred a wave of optimism about a fundamentally new way of creating complex products by relying on networks of peers. Yochai Benkler made an academic case for peer networks in his essay “Coase’s Penguin: Linux and the Nature of the Firm” and then in his influential book The Wealth of Networks, holding up Linux as the archetype of a new form of production that could reshape economies.3 The traditional economy is driven, in this view, by markets and by hierarchical firms or state organizations, but Benkler saw a third possibility, which he labeled “commons-based peer production.” “Commons-based” because the result is not owned by anyone; “peer production” because those who take part do so as peers. In “Coase’s Penguin,” Benkler describes the puzzle of why people contribute to Linux and other efforts: 

			Programmers do not generally participate in a project because someone who is their boss instructed them, though some do. They do not generally participate in a project because someone offers them a price, though some participants do focus on long-term appropriation through money-oriented activities, like consulting or service contracts. But the critical mass of participation in projects cannot be explained by the direct presence of a command, a price, or even a future monetary return, particularly in the all-important microlevel decisions regarding selection of projects to which participants contribute. In other words, programmers participate in free software projects without following the normal signals generated by market-based, firm-based, or hybrid models.4

			The success of Linux seems to validate Benkler’s hopes for this new form of production. Despite having to compete against commercial operating systems produced by the world’s largest technology companies such as Hewlett Packard, IBM, Sun, and of course Microsoft and Apple, the Linux Foundation can say “Today, Linux powers 98% of the world’s super computers, most of the servers powering the Internet, the majority of financial trades worldwide and tens of millions of Android mobile phones and consumer devices. In short, Linux is everywhere.” 5 

			But as Linux has grown, it has changed. Each year the Linux Foundation issues a report on who writes the source code that makes up the Linux kernel, which is the heart of the operating system, and the 2015 report is clear about the evolving nature of this huge project. The Linux kernel now has about 20 million lines of code, which is about ten times larger than when Eric Raymond wrote his essay. The Linux kernel received nearly 100,000 separate contributions during the year 2014, from over 4,000 individual developers, but surprisingly only one in eight changes were from developers who are working “with no financial contribution from any company,” and 

			. . . well over 80% of all kernel development is demonstrably done by developers who are being paid for their work . . . the volume of contributions from unpaid developers has been in slow decline for many years. It was 14.6% in the 2012 version of this paper, and 13.6% in 2013; now it is 11.8% . . . more than half of our new developers are paid to work on the kernel from their very first patch.” 6 

			Linux is no longer the product of “part-time hacking.” Most of the programmers who work on the project earn a good living for doing so, just as do those who work on proprietary software. The companies that sponsor and contribute to Linux do not do so out of the generosity of their hearts, they do so for solid commercial reasons. 

			Linux is no longer subversive. It has moved steadily away from being an outsider to taking its place as a comfortable part of the existing commercial world. In a way, if there was a revolution, Linux has won, but it’s an Animal Farm victory. In winning, Linux has become like those it displaced: more professional, more structured, more carefully governed. Linux has not undermined powerful institutions and companies (although it has made some operating systems obsolete); instead, those institutions have learned to live happily with Linux, and even profit from it. 

			•

			The story of Linux is repeated in the wider world of open-source software. Originally described as a “movement,” and still seen by some in that light, open source has succeeded in challenging powerful institutions, only to put new powerful institutions in their place.

			There was a time when it made sense in the software industry to contrast “open source initiatives” (Linux) with “closed source companies” (Microsoft being the preferred target), but now the biggest software companies as well as each new wave of startups mix open source and proprietary code in a pragmatic way, keeping valuable work in-house and collaborating on open-source projects for work that does not give the company a competitive advantage. Oracle and Microsoft were seen as “closed source” companies, but Oracle owns the Java programming language and the MySQL database, two of the most widely-used open source projects in the world, and Microsoft has made its “.NET” programming languages open source. Meanwhile companies that proclaim their openness, such as Google, keep key parts of their intellectual property under wraps. Like the Linux kernel, the open source world has become more professional over time. A 2014 study showed that half of all contributions to open source projects happen during working hours,7 and in 2007 a PhD thesis showed that “paid developers are more likely to maintain critical parts of the code base” within open source projects.8 

			•

			Even though the big Internet companies all run on a combination of open source software and proprietary code, the culture of many Silicon Valley companies seems to require a belief in the virtues of open-source computing, and of openness in general. Jonathan Rosenberg, Senior Vice President of Product Management, set out this belief in an email he sent to Google staff; it was received so well that Google reposted it on the company’s official blog in December 2009.9 

			Rosenberg starts off by saying “At Google we believe that open systems win. They lead to more innovation, value, and freedom of choice for consumers, and a vibrant, profitable, and competitive ecosystem for businesses.” The document is a passionate argument in favor of open standards and open source software and against proprietary approaches to software; in favor of baking a bigger pie for everyone rather than trying to get the biggest slice for yourself. 

			There is one exception to Rosenberg’s argument, however, and eye-rolling is unavoidable here. It turns out that Google’s commitment to openness does not extend to the software that runs its core businesses of search and advertising: 

			Our goal is to keep the Internet open, which promotes choice and competition and keeps users and developers from getting locked in. In many cases, most notably our search and ads products, opening up the code would not contribute to these goals and would actually hurt users. The search and advertising markets are already highly competitive with very low switching costs, so users and advertisers already have plenty of choice and are not locked in. Not to mention the fact that opening up these systems would allow people to “game” our algorithms to manipulate search and ads quality rankings, reducing our quality for everyone. 

			Rosenberg is understating the truth here in two ways. First, Google’s continued dominance of the search audience argues against his contention of a highly competitive market; there are clearly major barriers to entry in the world of search. Second, in addition to the search and advertising products, Google has kept to itself the custom software it uses to run its massive data centers, including its home-built Google File System and Google Big Table software, and has also been closing off large parts of its Android smartphone operating system. The open systems that Rosenberg advocates serve as complements to closed “black box” algorithms (as law professor Frank Pasquale describes them in his recent book)10 which are the key to Google’s business.

			Three years on, Rosenberg was an advisor to Google management, and found himself in “a world that has outstripped even his wildest expectations.” 11 Drawing on stories from books like Wikinomics,12 on the Government of Canada’s Open Government Declaration, on the non-profit Khan Academy’s video lectures, on PatientsLikeMe in healthcare and Google’s mapping tools, as well as Google’s own success with Android smartphones and the Chrome browser, Rosenberg believes that openness needs to go even further: “We must aim beyond even an open internet. Institutions in general must continue to embrace this ethos.” Here is the ambition of Silicon Valley: to reshape the world in the Internet’s image. Open institutions, open government, open access. It’s the ambition that the Sharing Economy seeks to realize: to take the philosophy of openness and to reshape whole industries, and their relationship to government, but to keep something for themselves.

			Rosenberg’s ability to hold contradictory beliefs is symptomatic of Silicon Valley culture. He believes thoroughly in openness, congratulating himself and his industry on discovering a viewpoint that is “counter-intuitive to the traditionally trained MBA who is taught to generate a sustainable competitive advantage by creating a closed system, making it popular, then milking it through the product life cycle.” That he can do so while mentioning in passing that the software that actually makes money for Google must, regretfully and incidentally, remain closed, is remarkable. But it is sadly typical of Silicon Valley’s outlook. 

			•

			There are many who still see open source software as a social movement rather than as a part of the commercial world, who believe in the liberating possibilities of open source software, and who cast a baleful glare towards the giants of Silicon Valley.13 For example, in the fallout from the Snowden revelations about NSA spying on the Internet, computer security researcher Jacob Appelbaum gave a keynote about the surveillance state at the 29C3 (“Chaos Communication Congress”) hacker conference in December 2012 and included this ringing encomium for open source development: 

			It is possible to make a living making free software for freedom, instead of closed source proprietary malware for cops . . . Everyone that’s worked on free software and open source software . . . these are things we should try to focus on . . . When we build free and open source software . . . we are enabling people to be free in ways that they were not. Literally, people who write free software are granting liberties. 

			Unfortunately, free and open source software is not an alternative to the surveillance technologies of the NSA. Openness does not align with liberty. Appelbaum’s opponents in the US National Security Agency have also embraced open source software in order to carry out the monitoring that Appelbaum rightly decries. In the Snowden documents that Appelbaum helped to release, the NSA “Boundless Informant” program proclaims that it “leverages FOSS [Free and Open Source Software] technology,” for example the Hadoop File System for storing massive amounts of data, MapReduce for running queries against that data, and the CloudBase database system. The NSA is happy to use free software, but is not in the business of granting liberties.

			The NSA is not only a user of free software, it is an active and enthusiastic member of the open source community, along with other parts of the US military. To take one relevant example: in 2008 the NSA created Accumulo, a data storage and retrieval system for big data. Derrick Harris at research company GigaOm describes Accumulo as “The technological linchpin to everything the NSA is doing from a data-analysis perspective;” 14 it is probably part of the Boundless Informant open source stack that stores and analyzes the Verizon FISA data.15 After developing Accumulo, the NSA submitted it to the Apache Foundation, the organization that “provides support for the Apache Community of open-source software projects, which provide software products for the public good.” 

			In short Accumulo, developed specifically for the purpose of spying on citizens and expanding the reach of the security state, is now nurtured and supported by the open source community. 

			OPEN CONTENT

			The bursting of the dot-com bubble in 2000 put the brakes on many commercial Internet ambitions, but not for long. The second wave was “Web 2.0,” or “the Web as platform,” as influential publisher Tim O’Reilly described it. In the “Web 1.0” world of email and Usenet, content was distributed across a network of computers. In a Web 2.0 world, that content is hosted on a single farm of computers owned by a single organization, and is managed by that company’s own software—what is often called a “software platform.” All Facebook posts live on Facebook’s servers, all tweets on Twitter’s, all YouTube videos on Google’s. 

			If there is an archetype for Web 2.0, in the way that Linux is an archetype for open-source software, it is surely Wikipedia, the remarkable encyclopedia that anyone can edit. Wikipedia is so identified with web-based collaboration that its name has been incorporated into book titles (Wikinomics: How Mass Collaboration Changes Everything) and related initiatives such as the leaked document site WikiLeaks. In Benkler’s The Wealth of Networks, Wikipedia plays a prominent role as an exemplar of “commons-based peer production.” But Wikipedia turned out to be more the exception than the rule. While there are other not-for-profit large-scale collaborative platforms (OpenStreetMap, for example), no other non-commercial site has reached anything resembling Wikipedia’s influence. As Sue Gardner, then Executive Director of the Wikimedia Foundation, wrote in 2011:

			Wikipedia represents the fulfilment of the original promise of the internet: that it’s a kind of poster child for online collaboration in the public interest. Because back when the internet started, we figured it would be full of stuff like Wikipedia. Turns out we were mostly wrong: if you take a look at the world’s most popular websites, it’s hard not to notice that Wikipedia’s the only site in the top 25 whose primary purpose is to provide a non-commercial public service.16 

			By 2015 that “top 25” could be extended to the top 50: in fact, the next non-commercial entry in the listings of highest-traffic web sites is an organization from that earlier age so disparaged by digital enthusiasts: the venerable British Broadcasting Corporation in 70th spot.

			•

			It turns out that being the owner of a Web 2.0 platform can be very profitable, but the idea that Web 2.0 platforms were a new and democratizing force that could bring about a more open and equal culture was still compelling for many. It’s an appeal that still resonates in the “peer-to-peer” claims of Sharing Economy companies. 

			Commercial Web 2.0 platforms such as Amazon, Netflix, and iTunes may not be “open” in the sense that some of the content is controlled and licensed, but for the purposes of this book, we can consider Web 2.0 platforms to be inspired by ideas of “open content.” In his influential 2006 book The Long Tail,17 Wired magazine editor Chris Anderson tied the rise of Web 2.0 platforms like Amazon and Netflix to the same subversive and liberating visions invoked by open-source software. His idea is that the bricks-and-mortar world of Walmart, bookseller retail chains, and record labels represent “the world the blockbuster built” and have to build their business on the “short head” of high-volume products.18 In contrast, online stores are not constrained by “the tyranny of geography.” Amazon can present millions of books that are individually obscure, but which together make up the “Long Tail” of demand, while the biggest of “brick and mortar” bookstores is limited to a few hundred thousand. For Anderson, Amazon represents the return of variety and diversity after decades of homogenous blockbusters: “We are turning from a mass market back into a niche nation, defined not by geography but by interests.” 19 In a Long Tail world there is no need for formal gatekeepers who select or restrict the works that can find their public; instead, Web 2.0 platforms will do it for us using crowdsourced consumer reviews and recommender systems: “By combining infinite shelf space with real-time information about buying trends and public opinion . . . unlimited selection is revealing truths about what consumers want and how they want to get it.” 20

			Amazon and Airbnb are similar in many ways. Both are, at least in part, software companies whose inventory is simply a set of entries in a database, accessed via a web site. Anything can go into the database: for Amazon’s books it might be Harry Potter or a self-published obscurity, or anything in between. Airbnb’s database for New York has included over a thousand hosts who have never had a review, and at least one host who listed over 100 properties. It is easy to pick a few items from such a database and spin a story of the kind of business it is. The Long Tail starts with the story of Touching the Void, a book that languished in obscurity until reviews by Amazon readers pushed it up the best seller lists—and we have already seen the stories that Airbnb builds around its hosts. 

			Beyond these structural similarities, there are parallels between Anderson’s vision of “The Future of Business” and Airbnb’s Shared City manifesto. Both evoke simpler, more personal, pre-industrial times: “Cities are the original sharing platforms . . .” writes Brian Chesky, “but over time they began to feel mass-produced. We lived closer together, but drifted further apart. But sharing in cities is back, and we want to help build this future.” 21 Both Anderson and Chesky select the most uniform aspects of bricks-and-mortar culture as their reference (the chain bookstores, the chain hotels). 

			Given these parallels, looking at how the industries identified in Anderson’s Long Tail have developed helps us to see how the Sharing Economy is likely to evolve. And it turns out that, a decade after Anderson published his ideas, the “era of the hit” is not over after all: blockbusters are alive and well. 

			One of the most thorough looks at how the entertainment industry has actually developed over the last two decades is provided by Anita Elberse in her book Blockbusters. 22 

			The companies that own the Web 2.0 platforms themselves are blockbusters. There are several factors that make many digital markets “winner-take-all” in structure. Amazon is not just the biggest online bookseller in the USA, it is the biggest by a massive margin. And digital markets are often global: Walmart may be huge in the US but its attempts to expand around the world have met with only patchy success, but Amazon is the leading online retailer in major markets throughout the world; other online services such as Netflix and iTunes are similarly global. 

			Also, as Elberse shows, the major digital platforms such as Amazon and iTunes have decided to build blockbuster products into their businesses in a big way. When Lady Gaga decided to pursue a massive launch strategy for her 2011 album Born This Way, she partnered with Amazon to sell 440,000 copies of the album at a discounted price, to take its sales over a million units in the first week.23 Three years later Apple famously provided everyone with a copy of U2’s Songs of Innocence in their iTunes music folder whether we wanted it or not, and Netflix is investing heavily in its own blockbuster content: mass-market TV series that it owns.

			The focus on blockbusters extends beyond individual promotions. Google CEO Eric Schmidt, who wrote an enthusiastic blurb on the cover of The Long Tail, changed his mind within two years. In 2008 he said “although the tail is very interesting and we enable it, the vast majority of the revenue remains in the head. And this is a lesson that businesses have to learn. While you can have a long tail strategy, you better have a head, because that’s where all the revenue is.” Elberse quotes Schmidt as admitting “it’s probable that the Internet will lead to larger blockbusters and more concentration of brands . . . . [W]hen you get everybody together they still like to have one superstar. It’s no longer a US superstar, it’s a global superstar. So that means global brands, global businesses, global sports figures, global celebrities.” 24

			Overall, after looking at patterns across multiple cultural industries, Elberse concludes that “As demand shifts from offline retailers with limited shelf space to online channels with much larger assortments, the sales distribution is not getting fatter in the tail. On the contrary, as time goes on and consumers buy more goods online, the tail is getting longer but decidedly thinner. And the importance of individual bestsellers is not diminishing over time. Instead, it is growing.” 25

			The technology that promised to undermine mass production and bring in a new area of personalized “niche culture” has instead found itself returning to the blockbuster. There have been conflicts, notably between Amazon and the major book publishers, but these are disputes over who gets to keep the money generated largely by authors and artists. 

			Open source promised to create a democratized alternative to the world of commercial software but instead found itself a part of the commercial landscape. Web 2.0 platforms promised to create a more egalitarian world where artists can connect directly to a global audience, but have ended up giving us more blockbusters.

			•

			Just as open-source programmers make their code freely accessible to others, so many in the technology world pushed back against other forms of enclosure in the cultural world. Copyright was the most prominent legal mechanism for restricting the distribution of cultural content, and the appropriation by the big record labels of most of the proceeds from the music business made them a target for opposition. The story of Napster’s rise and fall is well known, followed by a proliferation of BitTorrent-based file-sharing sites for films, TV shows, and music. Some celebrated the rise of the “pirates,” who saw themselves as populist opponents of big business, just as the free/libre open source hackers saw themselves as opponents of Microsoft and other proprietary software companies. Companies such as Google tried to walk a fence between the two camps: copyright-violating music videos were one of the drivers of YouTube’s success but Google also wanted to make money off YouTube and that demanded co-operation.

			The issues around copyright, culture, and digital technologies have been explored in countless books and articles so here I will focus on just a few parts of the story that have parallels with the Sharing Economy. 

			In his 2008 book Remix, law professor and influential open culture advocate Lawrence Lessig argues in favor of more liberal sharing of cultural works. His book adopts a golden-age view of history similar to those of Chris Anderson and Brian Chesky described above. There was a time, writes Lessig, when amateurs and professionals alike both consumed and created culture (in suitably binary terms he calls these “Read” and “Write” activities). But then came the mass-production world of the 20th century: “Never before in the history of human culture had the production of culture been as professionalized. Never before had its production been as concentrated.” 26 The 21st Century, driven by digital technologies, promises a revival of participatory culture, a swing of the pendulum back to a more healthy balance. Healthy because the Internet “enables a wider range of people to speak” 27 and gives a new literacy to amateurs, who can “create in contexts that before only professionals ever knew.” 28 

			Lessig advocates what he calls “hybrid economies,” where Internet platforms enable sharing and selling to coexist side by side. It is a vision with parallels to the way that open source has come to exist alongside proprietary software, and it finds echoes in the Sharing Economy, where people make “a little extra money” rather than having full-time jobs. And just as Lawrence Lessig argues that it is time to jettison “a regime of copyright built for a radically different technological age,” 29 so Sharing Economy advocates argue that the laws surrounding taxis and short-term rentals are outdated, made obsolete by new technology. 

			But just as Web 2.0 platforms have found that blockbuster strategies still make sense, so Lessig’s promotion of participatory platforms has delivered less than it promises when it comes to democratization. There is a difference between open source software and open culture: in the world of software development many of those who contribute to open source projects have a steady income from their programming work (whether it is for open source contributions directly, or for complementary activities). In cultural industries the situation is different: it’s not obvious where artists will make money if their work is made open. As a result, cultural creators, some of whom were entranced by the example of open source and the possibilities digital distribution offered for connecting directly with their audiences, have become increasingly disillusioned with the Web 2.0 world. In 2008 activist singer Billy Bragg wrote a New York Times op-ed piece about his experience with Michael Birch, CEO of social network Bebo, who had just sold that business to AOL for $850 million. When Birch approached Bragg to help set up Bebo he had big plans for musicians:

			He was hoping to expand his business by hosting music and wanted my advice on how to construct an artist-centered environment where musicians could post original songs without fear of losing control over their work. Following our talks, Mr. Birch told the press that he wanted Bebo to be a site that worked for artists and held their interests first and foremost.

			In our discussions, we largely ignored the elephant in the room: the issue of whether he ought to consider paying some kind of royalties to the artists. After all, wasn’t he using their music to draw members—and advertising—to his business? Social-networking sites like Bebo argue that they have no money to distribute—their value is their membership. Well, last week Michael Birch realized the value of his membership. I’m sure he’ll be rewarding those technicians and accountants who helped him achieve this success. Perhaps he should also consider the contribution of his artists.

			Copyright was the tool of the major record labels to appropriate the money in the cultural world, but anti-copyright can also be used to expropriate. YouTube and iTunes both benefited from cheap (or even free) source material. Making “content” free is good for the digital platforms, not so good for the artists.

			One of the most articulate analyses of how the anti-copyright movement has lost touch with those it claims to support is delivered by film-maker and activist Astra Taylor in her 2014 book, The People’s Platform.30 As someone who makes a living from her art, Taylor has grown increasingly skeptical of those who identify artistic creation with amateurism, and who advocate making artistic creations available for free to gain exposure, looking for money-making opportunities elsewhere (concerts, conferences, T-shirts, consulting depending on your kind of creation). Opposition to copyright conveniently pushes questions of payment to one side, but those who make the arguments are often not short of a penny or two. Law professor Yochai Benkler tells us that “money isn’t always the best motivator,” and media professor and successful author of copyrighted books Clay Shirky reminds us that “the essence of amateurism is intrinsic motivation: to be an amateur is to do something for the love of it.” A publication of the Harvard Business School argues that a decline in industry profitability “won’t hurt production because artists’ unique motivations will keep them churning out music even if they are operating at a loss.” 31

			Taylor’s book vividly captures the problem for artists in a world of openness and sharing. When she found her documentary film Examined Life posted online soon after its premiere she wrote “a pleasant note that began in a tone of gratitude, thanking the various uploaders for their enthusiasm and support of the project. Then I told them that the movie had been quite costly to produce and we were about to release it in theaters and to home viewers. I’d like a few months, I went on, to try to recover some of the film’s expenses by charging people to see it . . . Would they mind, I wondered, removing the clips in the interim?” Of the two people who replied to her note, one told her that “since my [Taylor’s] film was about philosophy and since philosophy . . . belongs to everyone in the world, my film does too.” The other said essentially the same thing, but with more expletives.32 The attitude to artists’ payment brings Bertolt Brecht to mind: “Amongst the highly placed / It is considered low to talk about food. / The fact is: they have / Already eaten.”

			Creators (or is that “content producers”?) who look to Internet platforms as an alternative to the established industry will largely find themselves as disappointed as Billy Bragg and Astra Taylor. A recent example is the relationship between Google and independent musicians. Cellist Zoë Keating had built a YouTube channel as a promotional vehicle to build an audience, and used YouTube’s Content ID system to claim a portion of advertising revenues from videos that feature her music. But Google is changing its revenue model for YouTube, and told Keating that if she wanted to continue using Content ID she would have to sign a new services agreement, committing her not to release music elsewhere before she releases it on YouTube, to running ads on all her videos, and to numerous other rules.33 The content may be open, but the platform itself is not.

			The rise of the amateur, of openness, and of free culture has not been at the expense of the blockbuster, but instead has led to a “missing middle.” Those who look to make a living in a modest way from their art (or from their role in the creative process as booksellers, editors, and so on) have found themselves on the outside of all these changes. As Andrew Franklin of independent publisher Profile said in 2014: 

			The large bestselling authors are taking a bigger and bigger share of the market. Just as in every branch of late post-industrial capitalism, the rich are getting richer. New authors and struggling authors and mid-list authors are finding it harder. This [is] bad news for the average writer: they get paid less so that publishing houses can hold on to bestsellers with higher advances.34

			The Web 2.0 platforms in the cultural industry have taken advantage of the winner-take-all tendencies of digital markets to take money from each and every transaction (by advertising or by direct sales) and have used their position, standing between the consumer and the service provider, to build enormous market power over service providers.35 The dispute is often presented as one between scrappy startups and big corporate incumbents (Airbnb versus chain hotels in particular) and yet history suggests that these big players will find a way to coexist. Instead, those who are more likely to be hit are the smaller bed & breakfasts and independent hotels. And the new entrants, those who have the promise of easy access to consumers dangled in front of them, may find that the platform they depend on takes the lion’s share of the money.

			•

			In addition to open-source software and open cultural content, many claims about the benefits of digital openness have centered on the changes it has brought to public debate and journalism. Glenn Reynolds’ book on blogging is called An Army of Davids: How Markets and Technology Empower Ordinary People to Beat Big Media, Big Government, and Other Goliaths.36 Newspapers have suffered, and citizen journalism in the form of blogs and social media commentary have become more prominent. But here too, the rise of the amateur and the embrace of openness have not led to the promised upending of powerful entrenched industries, or to the democratization of debate.

			The last sentence of Matthew Hindman’s The Myth of Digital Democracy is “It may be easier to speak in cyberspace, but it remains difficult to be heard.” 37 The book was one of the first that actually collected and analyzed large data sets to investigate online trends in consumption as well as production. Hindman looked at the links among three million American political web pages together with data showing how Google leads its users to political sites and concluded that “communities of Web sites on different political topics are each dominated by a small set of highly successful sites.” The scale of online concentration is so profound, he argues, that claims the Internet “democratizes” politics are misleading. For example, when it comes to blogs, “the top blogs are now the most widely read sources of political commentary in the United States,” but these widely read bloggers are very few in number (a few dozen) and they are “overwhelmingly . . . well-educated white male professionals.” The kind of voices that get heard in political discussion are the same kind that were heard through offline media, only perhaps more so. “The vigorous online debate that blogs provide may be, on balance, a good thing for US democracy. But as many continue to celebrate the democratic nature of blogs, it is important to acknowledge that many voices are left out.”

			Hindman’s data on patterns of concentration in [American] online and traditional news media lead him to conclude that online media is even more concentrated (a few outlets get a larger share of the traffic) than many offline industries, particularly radio. The biggest story is, as in cultural production, “the missing middle,” a phrase Hindman coined. He writes:

			From the beginning, the Internet has been portrayed as a media Robin Hood—robbing audience from the big print and broadcast outlets and giving it to the little guys. But the data . . . suggest that audiences are moving in both directions. On the one hand, the news market in cyberspace seems even more concentrated on the top ten or twenty outlets than print media is. On the other, the tiniest outlets have indeed earned a substantial portion of the total eyeballs . . . . It is the middle-class outlets that have seen relative decline in the online world. Moreover, it is overwhelmingly smaller, local media organizations that have lost out to national sources.38

			The distinction between Hindman and Anderson’s Long Tail comes down to comparisons. The Long Tail compared online platforms to large chain stores and big-box stores such as Walmart or the now-defunct Blockbuster video, Tower Records, or Borders books, but Hindman compares the online ecosystem to a more complete range of non-digital national and local media. As a result, he catches a key aspect of the comparison that Anderson misses: variety in a world subject to “the tyranny of geography” was always supplied by a variety of institutions, each capable of working at different scales. In the world of books, variety was supplied by a combination of chain stores, specialist bookstores who focused on one genre or another (especially in big cities), independent stores, and second-hand stores, whereas in the digital world winner-take-all market structures are more common. By looking only at the big chains and missing these smaller institutions, Anderson guaranteed that his comparisons would show the digital world to be more diverse and full of variety.

			OPEN DATA

			Other movements and businesses have been built around digital openness and sharing, such as open access publishing for research journals, open source hardware, and open education (including massively open online courses or “MOOCs”). Here I will look at only one other openness movement, which is that for Open Government Data, or Open Data for short.

			The campaign for Open Data has many of the same qualities as other openness initiatives. It combines non-profit activities such as “civic hacking” with for-profit companies; it appeals to the civil liberties ideals of government transparency but also advocates free-market outcomes; it claims to focus on empowering the powerless, but too often empowers the already-empowered.

			Many would trace the origins of the open government data movement to Carl Malamud’s efforts to make available public domain information such as laws and regulations from various levels of government, and to put the US Securities and Exchange Commission’s EDGAR database online. The common arguments for making government data open are expressed by the UK Open Knowledge Foundation:39 increasing transparency (citizens need to know what their government is doing), releasing social and commercial value (driving the creation of innovative businesses and services), and encouraging participation and engagement (in an echo of Lessig’s Remix, making a full “read/write” society). 

			The open data movement got a big boost when it was identified by Tim O’Reilly as the basis of an initiative he called “Government 2.0.” This, he said, “is the initiative to make government data open to the public using Web-based technologies.” O’Reilly describes the move to open data as “government as platform”: open data—provided in such a way that programmers can write software to read it, analyze it, and transform it—will be the platform on which new transparency initiatives and innovative businesses can build. 

			Government 2.0 got a big boost in the US from Barack Obama’s early memo on transparency and open government, and the setting up of the data.gov web site. The UK established data.gov.uk and tied it to David Cameron’s “Big Society” initiative. Even Canada’s notoriously secretive Conservative government undertook an open data initiative, and many cities have opened up data feeds. Sounds great? Well yes and no. 

			The rhetoric of open data, as with other openness movements, draws heavily on the efforts by private citizens and non-profit groups to make government more accountable. It has a strong civil liberties flavor, with talk of citizen engagement and of citizens’ rights (“giving citizens access to data that is theirs”), participatory society, collaborative democracy, transparency, and so on. In a collection of essays called Open Government,40 the examples almost all deal with citizen access to the US government’s inner workings: campaign contributions, lobbying data, congressional votes, legislative proceedings, federal government contracts and spending, court proceedings. It describes efforts by non-commercial groups such as opensecrets.org, maplight.org, followthemoney.org, govtrack.us, and so on to use this data to enforce greater accountability. This is all fine and good—although practitioners in those groups recognize that access to information is just one step in an arms race and that those who want to hide information will now look for ways to do so.

			But the open data movement has a second agenda: it demands that data be made open not only to citizens, but also to private companies: the Open Knowledge Foundation defines open data as “any content, information or data that people are free to use, re-use and redistribute—without any legal, technological or social restriction.” 41

			As with open source and open content, open data affects existing power structures in subtle ways. A well-known cautionary example comes from India. In the state of Tamil Nadu, near the town of Marakkanam, right next to a reserved forest, lies a plot of contested land. Records say this three-acre plot belongs to a member of the Mudaliar caste, but lower-caste Dalits living nearby claim it should be part of the reserved forest, which is not privately owned, and that the Mudaliars have pulled a fast one, using their influence in the local bureaucracy to fix the land records. The Dalits also claim that older records will bear out their claim. Complicating the case, officials say that boundaries between land parcels in the area are often difficult to ascertain. 

			According to development economist Bhuvaneswari Raman,42 the Dalit claim was sideswiped when the Tamil Nadu government undertook a program to standardize, digitize, and centralize land records. The program, pushed by the World Bank as a pro-poor, pro-transparency initiative, was undertaken to capitalize on the boom of nearby Chennai. The absence of clear land titles had made extensive land purchases time consuming and expensive, and this was a bottleneck to large-scale development projects. As part of the program, the Tamil Nadu government declared that the digitized records would be the only evidence admissible in court for land claims, so the older records and less precise data that formed the basis of the Dalit claims lost any footing they had, and their claim was sunk. 

			A new generation of land developers grew up alongside the digitized records, firms who had the resources, skills, and information to make efficient use of this new resource. These developers lobbied effectively for records and spatial data to be made open, and then used their advantages to displace smaller developers who, as Raman writes, “relied on their knowledge of local histories and relationships to assemble land for development.” The effects went far beyond the three-acre plot near Marakkanan; newly visible master plans became used as “the reference point to label legal and illegal spaces and as a justification for evicting the poor from their economic and residential spaces. The “pro-poor” initiative turned out to be anything but, and Tamil Nadu was not alone in running an open data project that made life harder for the poor. Neighboring Karnataka’s Bhoomi (or “land”) e-governance program has had similar effects: Raman and her colleagues concluded that “the digitization of land records led to increased corruption, much more bribes and substantially increased time taken for land transactions. At another level, it facilitated very large players in the land markets to capture vast quantities of land at a time when Bangalore experiences a boom in the land market.” 43 The story is another case of the “missing middle,” where small businesses with local expertise are displaced, thanks to digital technologies, by fewer and bigger companies with the resources and expertise to make the most of formalized data sets.

			When commerce is mentioned by open data proponents, they tend to use the language of entrepreneurship and innovation, contrast the new firms with the aging business models they seek to replace, and they often present commercial use as a complement to civic use. 

			Michael Gurstein, a leading light in the field of community informatics who has been constructively raising concerns about how open data may “empower the empowered” for some time, argues that the skills and resources needed to make “effective use” are complements to data.44 He quotes from a study of who uses the British mySociety TheyWorkForYou.com open government initiative:

			People above the age of 54 tend to be over-represented, while those younger than 45 are under-represented in comparison to the Internet population. In terms of demographics there is a strong male bias and a strong overrepresentation of people with a university degree that also translates into strong participation from high income groups . . . . One in five users (21%) of the site has not been politically active within the last year.

			After attending a conference on open government data, Gurstein comments in a blog post that: 

			This attempt to enhance democratic participation has ended up providing an additional opportunity for those who already, because of their income, education, and overall conventional characteristics of higher status (age, gender etc.) have the means to communicate with and influence politicians. The additional information and an additional communications channel thus has the effect of reinforcing patterns of opportunity that are already there rather than widening the base of participation and influence.45

			Kentaro Toyama, an expert in the use of information technology for development, argues that “in contexts where literacy and social capital are unevenly distributed, technology tends to amplify inequalities rather than reduce them.” 46 An email account cannot make you more connected unless you have some existing social network to build on.

			Development studies scholar Kevin Donovan sees similarities between open data efforts and James Scott’s book Seeing Like a State.47 Open standards and structured, machine-readable data are key parts of the open data program, and for Donovan this formalization and standardization is “far more value-laden than typically considered.” Open data programs, like the state, seek to “make society legible through simplification.” Standardized data, like the state, “operate[s] over a multitude of communities and attempt[s] to eliminate cultural norms through standardization.” He writes: 

			Eliminating illegibility in this way reduces the public’s political autonomy because it enables powerful entities to act on a greater scale. Scott argued, “A thoroughly legible society eliminates local monopolies of information and creates a kind of national transparency through the uniformity of codes, identities, statistics, regulations and measures. At the same time it is likely to create new positional advantages for those at the apex who have the knowledge and access to easily decipher the new state-created format.” 48 

			Open data undermines the power of those who benefit from “the idiosyncrasies and complexities of communities . . . . Local residents [who] understand the complexity of their community due to prolonged exposure.” The Bhoomi land records program is an example of this: it explicitly devalues informal knowledge of particular places and histories, making it legally irrelevant; in the brave new world of open data such knowledge is trumped by the ability to make effective queries of the “open land records.” The valuing of technological facility over idiosyncratic and informal knowledge is baked right in to open data efforts. 

			More encouragingly, Donovan looks at how some “data geeks” recognized their own myopia in the Map Kibera project, which started as a community-mapping project to trace the massive Nairobi slum. Some questioned the need for the project as “locals [already] knew their surroundings intimately.” Making mapping information available would more likely benefit external parties than the residents themselves. 

			The problems the project seeks to address are what Donovan calls “wicked problems: ill-defined, tangled, and resistant to technological fixes.” However, 

			Although it began as an example of misdiagnosing a wicked problem (Kibera’s poverty and marginalization) as a tame one (insufficient information availability), Map Kibera has admirably grown beyond a reductionist approach; it has expanded to include other forms of activity such as citizen reporting, and has taken steps to ensure local ownership of the project. The project has moved beyond a technological goal to a set of social goals. Its list of sponsors, interestingly, includes only non-commercial organizations. 

			Donovan contrasts Map Kibera’s evolution with that of more narrowly technological mapping projects, such as Google’s Map Maker initiatives, which have been accused of unethical “exploitation of open communities.” 49 The danger of such projects is that, by eliminating the illegibility that privileges local knowledge over outsider knowledge, they may allow the already powerful to gain access to community knowledge that was previously hidden from them: to “see like a slum.”

			When it comes to development programs, Donovan concludes, open data is not enough and should not be the primary focus. Instead, transparency must be linked with deliberative development: effecting social change cannot avoid the need to actually address underlying dynamics of power. 

			One of the most valuable complements to open data is other data: a bus schedule is more valuable if you can combine it with a map. This combinatorial aspect of open data raises problems for government-collected data, as legal scholars Teresa Scassa and Lisa M. Campbell highlighted, because data protection legislation “typically requires that information collected for specific purposes should not be used for other purposes without consent.” 50 

			Scassa and Campbell look at how “even relatively low quality spatial data may attract the application of data protection or privacy law, particularly when it is matched or combined with other data sets.” They look, for example, at Ottawa Police’s crime mapping tool, which is a map of calls for police assistance provided through a collaboration between Ottawa Police and Public Engines, a US company. If insurance companies make decisions about rates or insurability based on the crime-mapping data, or if security companies use it to target specific areas for marketing campaigns, then this site could be violating those conditions.

			The faith in markets sometimes goes further among open data advocates. It’s not just that open data can create new markets, there is a substantial portion of the push for open data that is explicitly seeking to create new markets as an alternative to providing government services. Political scientist Jo Bates has highlighted the way in which open government data programs can be used as a form of privatization and deregulation: a deliberate attempt to create new markets in Public Sector Information (PSI) reuse instead of providing government services. Here is a summarizing quotation: 

			[T]he current “transparency agenda” [of the UK government, supported by prominent Open data advocates] should be recognised as an initiative that also aims to enable the marketisation of public services, and this is something that is not readily apparent to the general observer. Further, whilst democratic ends are claimed in the desire to enable “the public” to hold “the state” to account via these measures, there is an issue in utilising a dichotomy between the state and a notion of “the public” which does not differentiate between citizens and commercial interests . . . . The construction . . . encourages those attracted to civic engagement into an embrace of solidarity with profit seeking interests, distanced from the ever suspect notion of the state.51

			Here is the kind of activity that now comes under “open data” initiatives (again from Bates):

			[T]here has been significant lobbying by the financial industry to get better access to UK weather data so that it is able to compete in this [weather risk management] market. Groups such as the Lighthill Risk Network, of which Lloyds of London are a member, have lobbied government for better weather data so that they can develop risk based weather products. Similarly, the insurance industry has requested real time information on the pretext that they might respond more quickly to extreme weather events such as flooding. My own research and the recent announcement suggest that these demands have been met enthusiastically by well placed policy makers in national government who are keen to develop a UK weather derivatives market. 

			Weather risk management might seem like an odd industry, but Bates reports that “This weather risk management market far outweighs the USA’s commercial weather products market which in 2000 was estimated at approximately $500 million a year,” touching over $45 billion in 2005–06.

			Welcoming corporate involvement in open data activities leads to new Amazons and Apples, while undermining the community activism that is the movement’s strong point. One of the leading companies in the open data space is Palantir Technologies. It was highlighted by the civic-minded Code for America; it sponsored O’Reilly’s Gov 2.0 summit and adopts his “Government as a Platform” terminology, and was an early partner of USAid’s Food Security Open Data Challenge.52 Palantir received early funding from the CIA’s In-Q-Tel venture capital arm and from Peter Thiel’s Founders Fund, both organizations known for their deep commitment to openness and equality. Peter Thiel is Palantir’s Chairman of the Board: perhaps he will be pursuing open data projects for the secretive Bilderberg Group, on whose Steering Committee he sits? 

			It would be nice to think that the shift to open data might undermine some vested interests without re-enacting Animal Farm, but the prospects are not bright. 

			One lesson of cultural economics is that creative works for which there is significant demand in a small market can be swamped by near-zero-marginal cost exports from large markets. It is more profitable for TV stations in smaller markets to broadcast cheap American shows than it is to broadcast more expensive home-grown material, even in cases where the latter would draw a bigger audience, because cultural producers seek to cover their costs in their home market and typically sell at discounted rates elsewhere.53 

			To maintain cultural diversity in the face of winner-take-all markets, governments in smaller countries have designed a toolbox of interventions. The contents include production subsidies, broadcast quotas, spending rules, national ownership, and competition policy. In general, such measures have received support from those with a left-leaning outlook.

			Unfortunately, the open data movement demands that data be provided without borders and in a uniform way: machine processable, available to anyone, and license-free. It mandates non-discriminatory licensing, focuses on standards-based formats, and generally insists that data be accessible to rich and poor alike, like justice and the Ritz. It insists that any measures governments would like to take to favor, for example, non-commercial users or local users, be taken off the table. For open data to be a public good, it must be accompanied by social changes. If the goal of the movement is to promote equality it will need far more emphasis on experimentation in standards, licensing, and selective provision of data at all levels of government, otherwise what is a potentially valuable public resource will simply be plundered by those with the digital skills and resources to make most use of it.

			•

			Many successful open movements grow in a consistent pattern.

			The movement starts by appealing to egalitarian ideals, and relies on claims that openness can redress the balance with powerful institutions such as “incumbent” corporations or the state. 

			As an openness movement grows, the smart money learns how to work with it. Sometimes that smart money comes from those who seemed to be threatened: IBM was an establishment software company with its own operating system, which learned to love Linux, and the music industry learns to put ads on (and in) YouTube music videos. So businesses grow around the open commons. 

			Big companies are often better placed to influence the development of the movement than the amateurs who appear in the stories. Alliances with such companies (“Blockbuster strategies,” in Anita Elberse’s phrase) can be tempting for openness initiatives, and are often accompanied by a change in language. Visions of community are replaced by arguments that openness provides a better experience for consumers or is a more efficient production method. In the Open Data world, arguments for citizen engagement get put to one side in favor of arguments about new consumer services (Google Maps, real-estate listings); Linux’s goal of providing users with more control over their computing environment takes second place to powering Wall Street and the US security state. 

			The same pattern happens with online platforms. EBay is the ancestor of Sharing Economy companies, and many people still think of it as “everybody’s garage sale,” but the company itself now describes its history in three phases.54 The first is the garage sale phase, and the second was of professional small vendors making a living from the marketplace. That too has been superseded as the major brands now use eBay. The auction model that lent the site its informal, bartering atmosphere has long gone; most of the purchases are of new goods rather than second hand. As with Sharing Economy companies, the belief that free-market economics and commons-based, or community-based social exchange are compatible, means that commercial success and the ambition to grow eat away the very characteristics that gave them their early appeal.

			This new world can be good for us in our role as consumers, but it is bad for producers and distributers who are trying to make money from their work, and who now become portrayed as obstacles to progress. Open Source developers are often in a relatively good space, in that they can get paid for working in the new businesses that surround open source software, but for journalists, photographers, and filmmakers: the message for them is that they have to give up the idea that they somehow deserve to be paid for their work. The new world is best of all for the Web 2.0 platform owners, who have every reason not to ask themselves whether what they have delivered fits with what they promised. 


			8. Open Wide 

			Silicon Valley is deeply committed to the idea that sharing and commerce go together. Beyond the Sharing Economy, there are many examples, some of which we saw in Chapter 7: Lawrence Lessig’s idea of the “hybrid economy” 1 relies on amateurs and professionals working side by side, often on for-profit platforms; Social Enterprises are organizations that apply commercial strategies to maximize improvements in human and environmental well-being; Benefit Corporations such as Etsy, the online craft trading marketplace, are firms “that want to consider society and the environment in addition to profit in their decision making process.” 

			The related idea of social entrepreneurship uses markets to scale up efforts to create social good. Groups such as Markets for Good (a wing of the Bill and Melinda Gates Foundation) and Google.org, the charitable arm of Google, put these ideas into practice. 

			Steven Berlin Johnson’s idea of “peer progressives” was mentioned in Chapter 1. It highlights both for-profit and not-for-profit peer-to-peer networks as a framework for solving social problems, and seeks to position digital platforms and their communities for social good.2 

			Pierre Omidyar is one of the most vocal proponents of the social enterprise model. Omidyar founded eBay, one of the direct ancestors of the Sharing Economy. eBay took what was a neighborhood activity (the yard sale) and scaled it up by putting it on the Internet, with massive success. eBay made Pierre Omidyar a billionaire and he has put that money to active use. Together with his wife Pam Omidyar, he created the Omidyar Network, which blurs the line between giving and investing (it calls itself “a philanthropic investment firm”) and the line between profit and social good (it invests in “entrepreneurs who share our commitment to advancing social good”). It is “dedicated to harnessing the power of markets to create opportunity for people to improve their lives.”

			A common thread of these initiatives, many of which are linked to successful technology entrepreneurs, is that they insist entrepreneurship (rather than, for example, service) is the right way to solve social problems. They believe profit and social good can not only coexist, but can benefit each other so long as the motivations of those in charge are pure. 

			In the world outside Silicon Valley, views about the effects of markets on other forms of social interaction are more mixed. Two traditions reach back to the 18th century and the ideas of Adam Smith. One sees the market as civilizing, harnessing Smith’s belief that “It is not from the benevolence of the butcher, the brewer, or the baker that we expect our dinner, but from their regard to their own interest.” Another sees the market as corrupting and prefers a different quote from Adam Smith: “People of the same trade seldom meet together, even for merriment and diversion, but the conversation ends in a conspiracy against the public, or in some contrivance to raise prices.” Along another dimension, some see the market as “feeble” in its effects on society, neither particularly civilizing nor destructive, while others, like Omidyar, see markets as mechanisms for bringing about desired social and political change.3 

			This chapter looks at how efforts to combine profit and sharing have worked out in two arenas that are particularly important to the Sharing Economy: on the Internet and in cities. 

			CROWDING OUT

			Sharing Economy exchanges are supposed to have two components to them. “Economy” refers to a market exchange between a service provider and a consumer, but “sharing” invokes a more personal and empathetic exchange, like neighbors helping neighbors. Money may be involved, but the exchange is about more than the money, it’s about connections and it’s about community.

			Chapter 4 referred to the common trope among technology commentators and Silicon Valley entrepreneurs to describe history in three states. An age of personal exchange and civic involvement is followed by an era of alienating mass consumption and mass production. That is followed in turn by a resurgence of civic and community-based involvement driven by new technologies. It’s an arc that pulls from some well-respected research on the late–20th century fall-off in civic involvement, most notably Robert Putnam’s Bowling Alone, but which too often ends up as a caricature.4 Here is Brian Chesky’s version:

			Cities used to be generally villages, and everyone was essentially kind of like an entrepreneur. You were either a farmer, or you worked in the city as a blacksmith, or you had some kind of trade. And then the Industrial Revolution happened . . . [World War II followed, and] suddenly cities became more and more mass-produced. And we stopped trusting our neighbors.5

			 Even following this collapse of community, non-commercial activities are so much a part of the fabric of our daily lives that it is easy not to notice them, but our neighborhoods and cities continue to depend on civic action, and those who think about profit and sharing in the digital world can learn a lot from our cities and culture. A few years ago Clay Shirky wrote that it had taken 100 million hours to create Wikipedia and wondered what we could do with this newly discovered “cognitive surplus.” 6 It’s an impressive number, but like so many big numbers it is less impressive when put in perspective. To take one example, Canadians volunteered over 2.1 billion hours in 2010 alone, and there is no reason to suppose that Canada is more volunteer-minded than other countries.7 That’s the equivalent of over 1 million full-time jobs, or twenty complete Wikipedias, spent in hospitals and with sports teams and charitable and arts organizations. Practices of non-commercial sharing and collaboration are still pervasive in our cities, and much of what we call “culture” has long been marked by a combination of voluntary sharing and monetary work, from sports to the arts to the social practices of our everyday lives.

			In a simplistic economic view, money is interchangeable with other motivations, so the idea of adding monetary incentives to encourage and amplify social exchanges sounds obvious. It’s a style of argument that was pursued most actively by Nobel prize–winning economist Gary Becker, one of the most influential economists of the 20th century. 

			But in social exchanges, as Cyndi Lauper sang, money changes everything. In a famous study called The Gift Relationship, Richard Titmuss compared the American and British systems of blood donation and concluded that the introduction of monetary incentives in the US had lowered the frequency of donations, because “allowing a market in blood changes the social understanding of blood donation from ‘a gift of life’ to a mere cash equivalent.” 8,9 Giving blood for nothing is something you can feel good about; giving blood for money is not. Instead of increasing the incentive to perform this social act, money “crowded out” the intrinsic motives that had led people to donate.

			Titmuss showed that monetary incentives also lowered the quality of donated blood. People giving blood for social reasons will naturally avoid giving if they do not meet the blood system’s requirements, but people giving for money are more likely to give even if their blood may be dangerous to recipients. Screening becomes far more important.

			There are many other examples where money and gifts are not interchangeable. Sending flowers after a date means one thing, leaving a $50 bill means something else. Offering someone money to step ahead of them in a supermarket queue is unlikely to be successful. Paying money for votes is incompatible with the democratic process.

			The “Ultimatum Game,” a simple two-player exercise that illustrates cultural notions of fairness, shows why alienation increases along with the money involved. In this game, a pot of $100 is assigned to one player, who must make a take-it-or-leave-it offer of a portion of the pot to a second player. The size of the offer is up to the first player. If the second player accepts the offer then both take their portion of the pot, but if the second player rejects the offer then the pot must be returned and both players are left penniless. It turns out that many second players reject small offers, even though it means losing money, rather than see the first player get away with being greedy. Ideas of fairness cause people to turn their backs on what would, in other circumstances, be a good offer ($10 for free!).

			Sharing Economy companies ignore the ways that money crowds out social exchange.

			Uber is well-known for its “surge pricing” approach to dealing with supply and demand. Some critics object to it, and customers faced with high fares have been quick to record their displeasure, but economists10 as well as Uber itself are quick to explain, often as if to a slow child, that it’s just the natural law of supply and demand:

			With surge pricing, Uber rates increase to get more cars on the road and ensure reliability during the busiest times. When enough cars are on the road, prices go back down to normal levels.11

			In their defense, Uber’s surge pricing is far from new, even in the world of transit. Bus fares and train fares are more expensive at peak times in many cities; and airlines adjust pricing depending on how many seats they want to sell. But Uber, and too many economists, are blind to a different aspect of the debate, which is that surge pricing on New Year’s Eve or at rush hour is one thing, but surge pricing during snow storms is something else. 

			At times of emergency we as a community rely on people pulling together to get us through the crisis: we expect people to check on their neighbors (for free), to help people who are stuck (without charging!) and to generally pitch in and be community-minded. We expect people to share their time and their possessions. 

			Emphasizing monetary incentives during a crisis crowds out community motives. If my neighbor and I help push your car out of a snowbank without payment then we’re just doing the right thing, but if my neighbor is being paid and I’m doing it for free, then I’m just being a mug. There is a reason that profiting from emergencies is called “price gouging” and it is because the broader situation demands a community-driven response that the monetary incentives of supply and demand only undermine, regardless of its impact on the number of Uber vehicles it gets on the road.

			At times of crisis, surge pricing may put more cars on the street, but they are not available to those who cannot afford the prices. We object to surge pricing at such a time for the same reason that we would object to lifeboats being made available only for first-class passengers on the Titanic: at times of emergency, equitable access is a strong requirement.12 Uber is deaf to such arguments, as might be expected from a company founded by a follower of Ayn Rand.

			Even Uber had to back down after a 2014 hostage crisis in Sydney’s central business district, a tragedy that left three people dead. During the confusion of the early stages of the crisis, as people fled the center of the city, Uber hiked prices by up to a factor of four, at one point charging a minimum fare of $100.13 Initially the company stood by its policy on Twitter, explaining that “Fares have increased to encourage more drivers to come online & pick up passengers in the area,” before reversing the increase in the face of criticism. Until the vocal reaction from Sydney residents prompted an apology, the company was unable to see why the Economics 101 logic of supply-and-demand is inappropriate at a time of civic crisis.

			Snowstorms are another example of a community crisis, and in the winter of 2014–15 Uber rates sometimes surged up to seven or eight times the normal price. In the USA, New York and Washington told Uber that its practices violated price gouging laws, and the company agreed to limit its surge pricing during emergencies across the country.14 Uber has no idea about sharing and community. Its insistence that all exchanges reduce to market transactions is an ideological flaw; it exemplifies the implicit political agendas that often hide behind the apps and algorithms of Sharing Economy business models, and should make us take their claims to be responsible self-regulators with a pinch of salt. The fact that a strong government stance succeeded in changing the company’s behavior reminds us that there is nothing inevitable about the way that the Sharing Economy will evolve.

			COMMONS IN THE CITY

			David Harvey never once mentions digital technologies in his book Rebel Cities,15 but his analysis is full of lessons for thinking about the Sharing Economy. 

			Harvey writes about the role of commons in the city. He uses the word “commons” in an everyday sense, to mean anything owned in a shared or communal fashion and so out of the bounds of private property, which is a broader definition than the technical one used by some academics.16 A city park is a commons, and in the digital world the code that makes up an open source project is a commons. As a Marxist, Harvey adopts a dialectical perspective: commons are not good or bad, but “questions of the common . . . are contradictory and therefore always contested. Behind these contestations lie conflicting social and political interests.” 17 These conflicting interests are too often overlooked or assumed away in the Silicon Valley perspective where markets and social goods go together, but they are the heart of the matter when it comes to culture, online or offline. 

			The Sharing Economy appeals to many people, disenchanted with both the centralized bureaucracy of the state and the pervasive commodification of the market, who are on the lookout for alternative models of organization and collaboration, new models for democratic and collective living. Built around the act of sharing, the concept of the commons offers tantalizing visions of co-operative and non-authoritarian patterns of collaboration. 

			But managing commons in a sustainable fashion has proven difficult, particularly at large scale, which is why many commons have been discarded, replaced legitimately or illegitimately by private resources managed as commodities (agricultural enclosure, carbon permits, tradable fishing quotas), or by public resources managed by a central authority (roads, public hygiene). Still, urban commons (in the city) and digital commons (online) are spaces where new models of production and collaboration are being played out: continual sources of hope, and of hype. 

			Commons and community are tangled. You can’t have a common without a community to tend it, and you can’t have a community without a common to manage. In other words, a common is whatever a community forms around. There are many ways of keeping commons healthy, and Elinor Ostrom won a Nobel Prize for pioneering the study of commons management and building a framework to analyze the diverse institutions and practices that have evolved. But the practice of tending a common is, by definition, collective rather than private and shared rather than commodified: it is off-limits to the logic of private property and market exchange.18 Ostrom’s Nobel Prize lecture was titled “Beyond Markets and States.”

			Most of us are familiar with environmental commons: clean air, fresh water, silence, or fish stocks—scarce resources, collectively owned. Many aspects of culture are commons as well, but with a twist: environmental commons must be carefully managed and conserved, but cultural commons are not obviously depleted by use—they are “non-rival,” at least up to a point: my listening to a song does not interfere with your ability to listen to it; consumption does not “use up” the resource. More often than not, the challenge with cultural commons is to ensure a sufficient level of production or community participation, rather than to worry about overconsumption.

			Our cities are rife with cultural commons that have elements of shared ownership and participation. Examples include parks, sidewalks, streetscapes, community sports, and Business Improvement Areas. Other examples are more nebulous but no less important: the energy of Manhattan, the “cafe culture” of Rome, the Catalan history and distinctive architectural environment of Barcelona, the unique symbolic meaning of post–Cold War Berlin, the focal role of Tahrir Square during the 2011 Egyptian uprising, or of New York’s Zucotti Park during the Occupy movement in 2012.

			Cities are sites where people of all sorts and classes mingle. The social, collective production of culture is much of what makes a city a city: Harvey quotes Hardt and Negri: “the metropolis [is] a factory for the production of the common.” 

			Commercial cultural industries play an increasingly important role in the economy: “The number of workers engaged in cultural activities and production has increased considerably over the past few decades.” 19 But culture is distinct from commodities like shirts and shoes20 in that commerce is just the tip of the cultural iceberg. Under the water, the mass of cultural activity is a non-commercial commons: we participate in cultural activities as amateurs for reasons of fun, personal growth, belief in the importance of the common purpose, or other intrinsic motives. The health of neighborhood sports, artistic, and creative programs is driven largely by non-commercial activities and motivations. Commerce is never entirely absent—people make money from giving music lessons, selling books, and so on—but it is only above the waterline that the language becomes unapologetically and pervasively that of business, and we speak of “cultural industries,” the cultural marketplace, and call sports teams and movie productions “franchises.” 

			Many cultural activities have taken root on Internet platforms and in open source projects, and have a similar iceberg structure: many people take part for fun, some make a living, and a few people make fortunes. The commons around which communities form are among the most dramatic features of the Internet landscape. Examples include the source code of the Webkit browser; the syntax of the Python programming language; the content of Wikipedia; the geographical data of Open Street Map; the ratings and comments that make reputation systems work; the book reviews and ratings on Amazon, GoodReads, and LibraryThing; the contributions to the Ravelry knitting and crocheting community; the message threads of forums such as 2+2 (online poker), Reddit, 4chan, Something Awful, and GardenWeb; the questions, answers, and user feedback on Q&A sites like Stack Overflow, Server Fault, and Quora. 

			Labeling culture and computing as commons does not complete their description: when it comes to commons, there is variety in scope of access, in ownership, and in management. Looked at closely, commons reveal rich combinations of practices that resist generalization.21 Here is a short tour around some of that variety. 

			Cultural commons are more often open-access than commons of easily-exhausted resources simply because they are not exhausted by use, but not all cultural commons are open. Wikipedia and Times Square might be open to all, but access to Angie’s List, Ravelry, and community gardens is restricted to the community that tends these commons. At Stack Overflow anyone can read the answers, but you must be a member in order to post questions, and there is a complex set of permissions depending on your contribution level: the more you contribute, the more you can do on the site. City center streetscapes are open to all, but the infrastructure is the responsibility of government, the store windows the private responsibility of shop owners, the ambience the outcome of citizen behavior, and business associations have particular interest and say in the standards and practices of the area. 

			This variety of practices is a sign that commons are complex, and potentially vulnerable. While the openness of Wikipedia and Linux are the foundation myths of the Sharing Economy, the internal management of these commons has become more complex over time, displaying a steady accretion of formal procedures as well as hierarchies of responsibility and influence. Controversial pages are locked down on Wikipedia by a complex protection policy, while changes to Linux kernel code must now make it through levels of committers and maintainers if they are to be accepted. 

			Not all public spaces are commons. As Harvey writes: “Public goods and spaces in the city have always been a matter of state power and public administration: sanitation, public health, education, paved streets,” 22 but the dividing line can be fluid. Some spaces (like Tahrir Square) are transformed from public space to commons (collectively owned by those who occupy them) at times of crisis: “transformed by social action into the commons of revolutionary movement.” 23 Other spaces are transformed from commons to public spaces when they become essential services and when universal access is a priority; for example, education and welfare used to be provided by churches in many communities. 

			Some commons, like worker-owned and buyer-owned co-operatives, are owned by the community that tends them, but many cultural commons don’t have a clear owner. A distinguishing feature of many Web 2.0 digital commons is that they are tended by a community, but are ultimately owned by a single entity: the value of TripAdvisor may lie in the content provided by users, but TripAdvisor itself is owned by its shareholders and investors. 

			There is continual experimentation in the institutions and practices for managing commons. Some institutions are informal (norms of behavior, informally enforced by the community itself), while others are more formal (elected councils, appointed officials, and so on). With their practices of non-commodified sharing, it is tempting to associate commons with egalitarian and loosely progressive ideals, and for many people a belief in open, cultural commons is linked to their political beliefs. But the “egalitarian = commons” equation is too simple: libertarians see the commons as an alternative to state regulation just as socialists and liberals see the commons as an alternative to the market. Harvey writes, concerning gated communities, “The ultra-rich, after all, are just as fiercely protective of their residential commons as anyone.” 24 A prestigious and conservative golf club may be a common owned by its members; collective ownership of workplaces exists for law firms as well as worker co-operatives. 

			COMMONS AND CAPITAL 

			Tending the commons is inherently collective and non-commodified, but “the common, even—and particularly—when it cannot be enclosed, can always be traded upon even though it is not in itself a commodity.” 25 Going back to Chapter 3 and my experience in Rome, the ambience of Trastevere is a commons: a collective product of the citizens who live and work in the area, and the buildings they have inherited and maintain. Many residents trade on that commons, offering restaurants and gift shops for the tourists it attracts.

			It’s often undesirable to keep money out of the commons completely. The financial possibilities of “trading on the commons” are often part of what sustains a community and hence its common. If there was no money to be made from tourists, Trastevere would have a difficult time sustaining its character. Individual members of the community are often instrumental in maintaining the value of a common while profiting by trading on the commons, and will seek to control the ways in which money is made from it. As another example from a different sphere, literary culture has been maintained by a complex ecosystem of authors and readers, publishers and booksellers, reviewers and editors, agents and distributors—many of whom make money from their work as well as contributing to the commons. 

			It is one of the oddities of the economics of cultural goods that they are simultaneously one-of-a-kind (one novel is not a perfect replacement for any other novel) and commodities (there is a “market for books”). There is money to be made from monopoly goods (“monopoly rents”), and the more distinctive the cultural good, the more it attracts capital. Bestselling books make money for their author and their publisher because there is no easy substitute.

			There is a tension at the heart of trading on the commons. The more a community is successful in creating a healthy commons—the more it creates something distinctive, something unique—the more the commons attracts capital, which seeks to turn it into a commodity that can be bought and sold.

			Successful commons are the product of distance from the market, but are continually pulled toward it. The idea that those who disapprove of commerce should wholeheartedly embrace the commons, and that “open source,” for example, is a countercultural response to proprietary software, is yet another appealing idea we have already seen turns out to be too simple. Similarly, the Sharing Economy belief in the natural synergy of commons and commerce turns out to be simplistic and self-serving; the relationship between commons and capital is fraught with contradiction. 

			Let’s get more specific. Here are three contradictions between commons and commerce: alienation, erosion, and distortion. 

			ALIENATION 

			Alienation is very similar to the crowding out of social motives discussed above. It appears when some contributors get paid, while others do not, or when the owner of a privately owned common sees it as a source of profit, or when the creativity and commitments of cultural producers are appropriated for the benefit of others. 

			The potential conflict of interest is present at even small scales. The venue owner who provides a space for musicians to play in exchange for money is both tending the musical commons and making money from it, and there are constant tensions around these dual roles in cultural communities between musicians, bar owners, and patrons. 

			Even when a common is not directly diminished by use, it can still be endangered when capital makes too much money off it, as the community increasingly feels like they are working for an undeserving entity and may turn their back on the labors of tending the commons.

			Here is an example from the Sharing Economy. Couchsurfing is a site for travelers and for people hosting travelers, which pioneered the use of the Internet for casual travel before Airbnb. It lets you “stay with locals in every country on earth. Travel like a local, stay in someone’s home and experience the world in a way money can’t buy.” In its early days Couchsurfing was a non-profit organization that focused on building community among young backpackers, but in August 2011 Couchsurfing reorganized itself into a for-profit corporation and accepted $7.6 million from the Omidyar Network and others.26 The action led to widespread alienation of many members who had not only contributed to the health of the community, but who had even helped to build the software that runs the Couchsurfing site. 

			The community aspect of Couchsurfing has deteriorated as its market valuation has grown. As a non-profit, Couchsurfing get-togethers were “art gatherings, bonfires, a weekly meetup at a bar, cafe gatherings, potlucks,” 27 and the result of that community was an impressive record of safety for meetings among strangers, highlighted by Clay Shirky in his book Cognitive Surplus. But the health of Couchsurfing was not the result of its technology; it was the result of the local communities of members. As a commenter at Quora writes: “The old Couchsurfing thrived with a very haphazard and underfunded management structure precisely because local volunteers around the world believed they were part of a cause bigger than profit. Local collectives were highly tied to their local communities . . . . The technical architecture of the new systems is much better, but paradoxically the ‘professional’ product development process fixes things that were broken on purpose. In other words, Couchsurfing evolved around certain quirks and inefficient processes that actually became critical to the health of the social trust platform.” 

			The alienation of Couchsurfing community members is clear28 and the commons aspect of the organization has been damaged. As commons advocate David Bollier has written, the changes reflect the crowding out of one set of ethics by another as commerce has replaced sharing:

			Since its corporatization, the site’s cultural ethic and vibe shifted. This was inevitable once venture capital investors became involved because VCs generally want to earn some serious return on investment. And that requires advertising, cross-branding promotions, discount deals with various travel companies, etc. In other words, a new ethic, a new set of implicit relationships with people, a hyper-awareness of marketing identity. Yet the absence of all the familiar marketing come-ons and market relationships was precisely what Couchsurfers treasured.29

			Contrast the story of Couchsurfing to a venerable effort that has remained resolutely non-profit. At over 100 years old, youth hostelling organizations are still going strong around the world. Hostelling International currently provides 35 million overnight stays a year through more than 4,000 hostels in over 80 countries. People do trade on the commons of hostels—some people work in the hosteling organizations, others are paid to run the hostels themselves—but the money they make is seen to be compatible with the aims of tending the commons: the sudden injection of millions of dollars from venture capitalists would be a whole different order of magnitude. 

			Couchsurfing is far from unique. Chapter 5 showed how Zipcar failed to sustain a community feel once it scaled up its commercial efforts, and how Lyft’s community-focused model also collapsed as it looked to monetary incentives to recruit drivers and as it raised venture capital to compete with Uber. Successful music and cultural festivals often have a year or two of being alternative and cool, before the monopoly rents that the festival generates become incompatible with the community spirit of many festivals, and the corporate world moves in; counter-cultural movements typically have a short lifetime before being absorbed into the commercial mainstream. It is often better to think in terms of moments than movements when evaluating the success of non-commercial initiatives. 

			Other large online communities have experienced a similar dollar-shock. The owners of book-reading community site GoodReads sold the site to Amazon in 2013, triggering a backlash among its reader base who have collectively provided much of the value that the site holds. A couple of weeks later, academic reference manager site Mendeley brought down the wrath of its own user base by selling itself to Elsevier: the contrast between Mendeley’s language of openness and community and its sale to a company with a reputation for resisting open access publication at every turn was too much for some. These are far from the first. Early collaborative sites like IMDB (sold to Amazon) and database of music CD track titles CDDB (now owned by Sony Corporation) were treated as commons for some time, then sold off for profit, alienating many of their users.

			New waves of capital must reconfigure the commercial and non-commercial environment, disrupting those who currently make money from trading on the commons. The invaders, seeking access to the value of a commons, highlight the contradictions in the existing system, portraying small-scale money as a source of inefficiency, and as Luddite opposition to progress. 

			Techno-enthusiasts labeled booksellers and publishers “gatekeepers” and “incumbents,” portraying them as parasites on the commons of literary culture, exploiting and profiting from writers and readers while controlling access to the marketplace. Those who seek to make money out of new music distribution models portray the existing rentiers as dinosaur profiteers. But the best booksellers and publishers are flamekeepers as well as gatekeepers, commoners as well as monopolistic incumbents. And the new capital is not just a friend of the author and reader, it has its own commercial agenda as well. As Clay Shirky wrote, “Institutions will try to preserve the problem to which they are the solution,” but the corollary is that new institutions will try to create new problems to which they are the solution.30 

			Both sides of debates over intellectual property and cultural production—around the legitimacy of pirate sites or record labels, for example—acknowledge the conflict between capital and commons by portraying opponents as money-grabbers, while appealing to the health of the commons using the language of community. Cultural production is always “about” something, but never “about” the money: the script demands that each side must avoid talking about its own commercial motives. 

			When it comes to debating the cultural commons, Hollywood suddenly finds that it values the efforts of the lowly camera operators and technicians; software platform owners appeal to openness but are silent regarding their own commercial incentives (advertising revenue, for example). Examples abound on the web sites of Sharing Economy companies: “Couchsurfers share their lives with the people they encounter, fostering cultural exchange and mutual respect,” “Our community is comprised of users, passionate and eager to explore and enrich the world through the sharing of space. We invite you to join the movement and become part of our story” (Airbnb); “Welcome to the TaskRabbit community, a marketplace dedicated to empowering people to do what they love.” For the owners of Zipcar, the company “isn’t just about the concept of car sharing; it’s about the people who make it a reality: a team that works hard, members who believe, and organizations that are making conscious decisions for the future.” They may believe it’s not about the money, but they didn’t mind selling to Avis when the price was right even if it alienated the community that they talk about so affectionately. 

			•

			Microfinance is the practice of making small loans to poor people in developing countries whose lack of collateral had previously made access to credit impossible, apart from loan sharks who charge extortionate rates of interest. The leading light was Mohammed Yunus, who set up his Grameen Bank in 1976. Grameen Bank pioneered a form of group-based credit: by loaning to small groups, largely to groups of women, Yunus found loan repayment rates were high because peer pressure within the group ensured that members kept to their repayment commitments.

			The Grameen Bank’s success led to a Nobel Peace Prize for Mohammed Yunus, and sparked a broad interest in microfinance. In 2006 a debate erupted in the world of microfinance between “pure do-gooders and profit-minded do-gooders,” and notably between Mohammed Yunus and Pierre Omidyar. The Grameen Bank is a for-profit institution but not a public company: it is owned by the borrowers themselves, so that profits are returned to the borrowers. Omidyar had other ideas: 

			Yunus is now seen by Omidyar and many others as the archetypal founder, too wedded to his original vision. In recent years, younger and nimbler players have been taking microfinance—their preferred term—toward the idea of building a fully commercial, profit-making sector. This conflict, between pure do-gooders and profit-minded do-gooders, has come to define the current debate in the microfinance world.31 

			A few years later Hugh Sinclair, who spent several years working for microfinance institutions, compellingly described his disillusionment and anger at the way the industry was going in his book Confessions of a Microfinance Heretic.32 Sinclair claims that, as money flooded into the microfinance institutions, they became like the loan sharks they replaced. 

			At the center of his book is the Lift Above Poverty Organization (LAPO), a Nigerian microfinance institution (MFI) that charged deceptive and high interest rates, which was audited by the brother of the CEO, and that siphoned money into many already wealthy pockets. LAPO was for several years a major partner of “peer-to-peer” lender Kiva, until Kiva cut ties in 2010.33 The episode highlighted a fact that was worrying some observers: “peer-to-peer” lending is not actually peer-to-peer; instead, Kiva works with intermediary partners that in turn make loans that were not, as many thought, interest-free.34 

			As microfinance grew in scale it has spawned a web of interacting operations. Microfinance funds invest in microfinance institutions that are rated by microfinance rating agencies, and that make loans through other partners. Principal-agent problems become pervasive and, without a regulatory framework, there were incentives everywhere that not only enabled corruption but, Sinclair argues, pushed participants to keep a lid on stories of corruption—to try to fix them quietly rather than to risk the reputation of the broader industry. Taking a charity and turning it into a bank is, as Sinclair says, a great way to build assets and then capitalize on them. 

			The Omidyar Network was a force behind the transformation of microfinance into a market-driven industry. More specifically, Omidyar was a big donor to Unitus, a microfinance fund which was embroiled in a 2010 scandal involving Indian MFI SKS, set up as a “social enterprise” by Vikram Akula, winner of the World Economic Forum’s “Young Global Leader” award. There was controversy in 2010 when SKS went public, raising $350 million in its IPO, following which Unitus backed out of microfinance.35 “In charity circles, people wondered about the motives of the Unitus board members, at least four of whom had invested in SKS Microfinance themselves and thus would reap profits from the I.P.O.” 36 More controversy followed in 2012 when it was revealed that: 

			More than 200 poor, debt-ridden residents of Andhra Pradesh killed themselves in late 2010, according to media reports compiled by the government of the south Indian state. The state blamed microfinance companies—which give small loans intended to lift up the very poor—for fueling a frenzy of overindebtedness and then pressuring borrowers so relentlessly that some took their own lives.37 

			The companies, including market leader SKS Microfinance, denied it. However, internal documents obtained by the Associated Press, as well as interviews with more than a dozen current and former employees, independent researchers, and videotaped testimony from the families of the dead, show top SKS officials had information implicating company employees in some of the suicides. 

			Sinclair concludes that “Frankly, I think the only means to rein in these groups is to formally regulate them.” 38 He also notes that “Impact Investing,” which is the Omidyar Network’s current emphasis, has similar problems: “I do not believe there are panaceas for poverty reduction—it is hard work and requires a number of tools used wisely and collaboratively.” 39 As sharing and commerce have conflicting goals, using markets to scale up social action can destroy the very thing that made it special in the first place.

			Microfinance operates at the border between charity and business. The founders of GlobalGiving, an Omidyar-funded40 “Internet-based service focused on making international philanthropy more efficient and high impact” have also experienced how uncomfortable this border can be and describe their experience in a chapter of a recent book. GlobalGiving set out to use technology and capital to scale up charitable giving, just as Omidyar had set out to use capital and commerce to scale up microfinance. Believing in Omidyar’s vision of “market-based efforts that catalyze economic and social change,” GlobalGiving adopted a “hybrid model” involving a parallel company (ManyFutures) that provided a technology platform to support its charitable work. But ManyFutures never made money, so the funding transfer ended up going from GlobalGiving to ManyFutures rather than the other way round, and controversy ensued. As with microfinance, the tantalizing idea that capital and sharing are natural complements went wrong.

			EROSION 

			In addition to alienating the community, capital may erode the commons on which it seeks to capitalize. Alienation comes from a clash of motivations among those who tend the commons or build the community, but sometimes the actions of capital erode the commons itself.

			Trading on the commons is a contradiction when the interests of those trading on the commons are incompatible with those who tend the commons. Cultural commons may not be scarce resources that can be used up, like fish stocks, but they can still be degraded by certain kinds of commercial activity. 

			Gentrification is an example. Harvey writes, 

			A community group that struggles to maintain ethnic diversity in its neighborhood and protect against gentrification may suddenly find its property values (and taxes) rising as real estate agents market the “character” of their neighborhood to the wealthy as multicultural, street-lively, and diverse. By the time the market has done its destructive work, not only have the original residents been dispossessed of that common which they had created (often being forced out by rising rents and property taxes), but the common itself becomes so debased as to be unrecognizable.41

			Capital demands uniqueness as it demands homogenization. For global capital to make money from a city’s uniqueness it must be able to fit that city into its worldwide operations. Hotel chains need to be able to build their (preferably standardized) hotels; charter companies need airports; marketing departments need messages that are recognizable across the world. The more distinct a city is, the more there is pressure to squeeze it into the homogenizing templates of global tourism and global trade. The rise of Barcelona to prominence among the cities of Europe has been “in part based on its steady amassing of symbolic capital and its accumulation of marks of distinction” 42 from its architectural heritage to its Catalan history. These unique qualities are a source of rents for the tourist industry, which brings homogenizing commodification in its wake, so that “The later phases of waterfront development look like every other in the western world: the stupefying congestion of the traffic leads to pressures to put boulevards through parts of the old city, multinational stores replace local shops . . . and Barcelona loses some of its marks of distinction.” 43

			Airbnb erodes the commons by gentrification of its biggest markets, which are the world’s major tourist destinations. Harvey’s comments about hotels apply to Airbnb also: Barcelona loses its marks of distinction as residents are driven out by the proliferation of rental apartments. Even when the company pays taxes on behalf of its hosts it refuses to give to the city governments the names and addresses of those hosts, making it almost impossible for democratically elected city governments to manage the impact of tourism on some their most valuable neighborhoods. Airbnb also demands homogenization: it operates in 34,000 cities and chafes at the inconsistency of regulations; but each city is different and the inconsistency, or variety, of regulations is a feature, not a bug.

			The ideas of urbanist Jane Jacobs have been a prolific source of ideas about the value of commons in our daily lives, but technology organizations such as Code for America, who seek to combine Jacobs’ ideas with software and work “to change the way cities work through technology and public service” are pursuing a contradiction. They seek to force the uniqueness of individual cities into standardized frameworks in order to build software that works across many cities. The very idea of a one-size-fits-all solution to bottom-up city innovation is flawed, because every application that is successfully implemented in a large number of cities erodes the uniqueness that makes the cities distinct. Beyond this, the notion of welcoming “civic startups” as somehow different from other money-making enterprises ignores the conflicting demands of sharing and money-making, and will lead to the erosion of civic commons. 

			There is a recursive nature to the commons. Collective management demands trust and the maintenance of reputation, but trust itself is a shared resource that requires tending, so informal management regimes are themselves commons (hence the language of “self-organization”). A common may be managed by a common. Just as a common resource is shared in a non-commercial fashion, so the tasks of monitoring and enforcing community norms are shared, in a non-commercial fashion, among those who have a stake in the health of the underlying commons. 

			Sharing Economy companies use software reputation systems to manage “marketplace reputation” as a common. The reputation system itself, with all the evaluations and ratings that populate it, becomes a valuable common resource. Individual ratings of hosts on Airbnb contribute to the non-commercial collective tending of trustworthy information about the standards of accommodations. As with any other commons, market driven motivations are anathema to fair ratings. If a host pays you to give a high rating you are automatically eroding the value of the reputation system, and a gamed reputation system undermines the value of the whole site, and the community of hosts and guests with it.

			DISTORTION 

			As capital is attracted to a successful common, the nature of the common itself becomes a matter for dispute. Harvey gives as an example the reconstruction of an historical dock area of Liverpool: “The initial erasure of all mention of the slave trade in the reconstruction of Albert Dock in Liverpool generated protests on the part of the excluded population of Caribbean background.” 44 Arguments that swirled around the reconstruction of Berlin after reunification had similar strands of exclusion and inclusion as competing camps sought to shape the culture and meaning of the city. “The Turkish population, many of whom are now Berlin-born, have suffered many indignities, and have largely been forced out from the city center. Their contribution to Berlin as a city is ignored.” Another source of dispute was “the collection of international modernist architects brought in by the multinationals (largely in opposition to local architects) to dominate the Potsdamer Platz.” Berliners were caught between the frying pan of a globalized aesthetic (the “Disneyfication of the Berlin Wall” 45) and the fire of a “parochial nationalism,” with the potential for “a virulent rejection of foreigners and immigrants.” 46 Capital “must wade into the culture wars” if it is to pursue its desire for the monopoly rents that are at stake “through interventions in the field of culture, history, heritage, aesthetics, and meanings.” 47

			Open Data is a digital commons that is being distorted. The Omidyar Network is deeply involved in the Open Government Partnership at the international level, in Code for America in the USA, and is the first major investor in the UK Open Data Institute. At Code for America, which describes itself as a new kind of public service, Omidyar has funded an Accelerator arm that invests in startups, conveniently augmenting the idea of “service” with the contradictory idea of “entrepreneurship” and blurring the boundaries between those who want to make money from government contracts and those who want to contribute to a stronger civic space. As described in Chapter 7, the Open Data initiative has been colonized by major financial interests: the major conferences have been sponsored by the big software companies. What was once an initiative focused on the release of data for civic use—a contribution to government transparency—becomes instead a handover of civic resources to the data brokers and insurance companies who can use it to optimize their business models.

			In 2012 Change.org, a web site that hosts petitions and that made its name thanks to the actions of many progressive organizations that ran campaigns on the site, joined Couchsurfing as a “.org” site with a for-profit motive—a misleading presentation of the organization’s nature. In May 2013 it took venture capital from the Omidyar Network and started allowing “corporate advertising, Republican Party solicitations, astroturf campaigns, anti-abortion or anti-union ads and other controversial sponsorships.” 48 The change in mission was described by Lindsay Beyerstein in In These Times and Ryan Grim of the Huffington Post.49,50 The Omidyar/Change.org press release uses the standard language of social entrepreneurs: blandly inspirational and content-free. Every challenge is a problem, rather than a conflict.

			“Social enterprises can play an instrumental role in solving some of the world’s biggest problems,” Rattray said. “This funding will help us continue to expand our empowerment tools internationally while innovating on new products with the potential for disruptive social impact.” 

			As a final example of the distortion of a commons, consider peer-to-peer lending company Lending Club. Set up in 2007, it is now the leader in a wave of innovations that Rachel Botsman describes with typical enthusiasm:

			[A] new generation of person-to-person and crowd-driven funding, lending, currency and investment services that will decentralize and democratize finance, money and banking . . . It is a subject I am passionate about. How can we shift banking back to being a trusted pillar of society? How can we create monetary systems where the real benefits flow back to individuals, not the big financial mega stores? How can we create financial access to underserved communities? 51 

			The Lending Club model takes the idea of microfinanced, socially-driven investments, and applies it to personal loans. Here is The Economist’s take on how it works:

			Fans compare peer-to-peer lenders to other pioneers of the “sharing economy.” Like Uber with cars and Airbnb with accommodation, the newcomers are making available a commodity they do not provide themselves: in this case, money. Instead of a bank intermediating between savers and borrowers, the two parties deal with each other directly. The platforms do the credit-scoring and make a profit from arrangement fees, not from the spread between lending and deposit rates.52

			Like other areas of the Sharing Economy, Lending Club seeks to appeal to both heart and wallet. The New York Times describes its “blend of altruism and yield” this way:

			By cutting banks out of the process, borrowers typically got a lower interest rate than they would have paid on a credit card or a loan without collateral. And individual lenders earned higher returns—averaging in the high single digits—than they would have received by parking their money in a savings account or a certificate of deposit.53

			Like other areas of the Sharing Economy, peer-to-peer lending is booming. The Economist continues:

			The sector has grown rapidly: the five biggest platforms for consumer lending—Lending Club, Prosper and SoFi, all based in San Francisco, and Zopa and RateSetter in London—have so far issued nearly 1m loans between them and are generating more at the rate of well over $10 billion a year . . . Those loans are still dwarfed by the $3 trillion of consumer debt outstanding in America alone. But the sector is doubling its lending roughly every nine months, and almost everyone expects it to go on growing rapidly. 

			If it all sounds too good to be true, that’s because it is. By qualifying loan applicants, Lending Club is managing a commons resource for lenders. Once it became clear that Lending Club was a source of potential borrowers, big financial firms realized they could take advantage of this commons. Hedge funds were the first institutions to join the opportunity and now “big financial firms, not small investors, dominate lending on the two platforms [Lending Club and its competitor Prosper].” 54 While peer-to-peer loans were primarily “fractional,” in that several small lenders would combine to fund a loan, by March 2015 “65% of the more than $3 billion loans on the two platforms [Prosper and Lending Club] came from investors snatching up whole loans, which are almost always made by institutional investors rather than individuals.” 55 

			Lending Club’s evolution is similar to that of eBay, discussed in Chapter 7. Starting as a marketplace for individuals, eBay has ended up as another way for major chains to reach customers. Both companies adopted a blockbuster strategy, partnering with big organizations at the expense of their original model.

			High profile partnerships, such as Lending Club’s April 2015 partnership with Citigroup to make $150 million in loans available, emphasize how much the so-called disrupter has come to feel at home among the establishment, and how completely the promise of avoiding the banking system has morphed into just another wing of that system.56 Peer-to-peer lending marketplaces have transformed themselves into “loan originators and underwriters for traditional banks,” 57 and left any notion of financial “democratization” far behind. Recently, the peer-to-peer lending companies have rebranded themselves as “marketplace lending” companies.

			The major institutions now take up not only the majority of the loans, but they take the best ones. When investing is done by computers, those with the best computers get to make the best loans, so the big institutions take the pick of the crop, leaving the original Lending Club audience of individual investors with the bottom of the barrel.

			Some of Wall Street’s biggest names have joined the marketplace lenders as board members and investors, and investment banks vied to manage Lending Club’s initial public offering in December 2014.58 

			When peer-to-peer lending advocate Jonathan McMillan attended the industry conference LendIt 2015 he found that “The initial idea of connecting borrowers and lenders directly has been abandoned. Now, hedge-funds, asset managers and banks are using marketplace lending as a supplier of loans in their chase for yield . . . . Asset managers have started to securitize marketplace loans into asset-backed securities, and hedge-funds use large amounts of borrowed money to leverage their investments. Some investors are already talking about the need to create credit default swaps for marketplace loans.” 59

			•

			The problems of alienation, erosion, and distortion all sharpen as the scale of financial involvement grows. Sharing Economy advocates who seek to recapture the egalitarian, sustainable, and community focus that inspired many to join the movement can do so only by avoiding the temptations of believing in a technological fix for society, powered by venture capital and free markets. Instead of scaling up efforts around sharing, the involvement of capital only leads to broken promises.


			9. What’s Yours is Mine

			In a few short years the Sharing Economy has gone from the generosity of “what’s mine is yours” to the self interest of “what’s yours is mine”, as the non-commercial values invoked by the phrase “sharing economy” have been left behind or reduced to public relations exercises. 

			The main impulse that drove the writing of this book was a sense of betrayal: that what started as an appeal to community, person-to-person connections, sustainability, and sharing, has become the playground of billionaires, Wall Street, and venture capitalists extending their free-market values ever further into our personal lives. The promise of a more personal alternative to a corporate world is instead driving a harsher form of capitalism: deregulation, new forms of entitled consumerism, and a new world of precarious work. There is a lot of talk of democratization and networks, but what’s happened instead is a separation of risk (spread among the service providers and customers) from reward, which accrues to the platform owners. Despite the claims of ecological sustainability embodied in ideas like “access over ownership” and the re-use of excess capacity, the on-demand sector is instead encouraging a new form of privileged consumption: “lifestyle as a service.”

			What is particularly sad is that many well-intentioned people, who hold a misplaced faith in the intrinsic abilities of the Internet to promote egalitarian community and trust, have unwittingly aided and abetted this accumulation of private fortune, and the construction of new and exploitative forms of employment.

			TRENDS

			The tension between capital and commons in the Sharing Economy, set out in Chapter 8, has stretched to breaking point as the money pouring into the sector turned from a trickle to a flood.

			Take Airbnb, which for all its faults maintains an aura of the original ideas of sharing. While the ridesharing and on-demand companies may be creating precarious forms of work, Airbnb hosts are not, in general, in the same category. And there is a role for a low-intensity form of travel in which people share accommodations and swap homes. The travelers’ urge to engage in cheap, personal forms of travel outside the mainstream have taken different forms at different times: Youth Hostelling, informal sharing of holiday homes, my childhood holidays with Miss Whitaker, and Couchsurfing are all examples of this impulse. But Airbnb’s mandate is to take these impulses and scale them up through its platform: in taking this path, Airbnb risks eroding the culture from which it has grown.

			Airbnb keeps up its talk of community, but it continues to promote the acquisitive instincts of its hosts. Despite the sepia-tinted photos on the Airbnb web site, the company’s business is no longer built on strangers sharing home cooking around a dining table; it is built on “whole home” rentals in which the host and guest may never meet (perhaps even major hotel chains) as the company follows its path of growth. At the same time, Airbnb insists that these hosts do not need the regulation (and costs) that go with professionalism.

			The Toronto neighborhood of Kensington highlights the contradictions of Airbnb. Here is how the Globe and Mail describes it:

			In Toronto, Kensington stands out as a utopian, bohemian, urban space. That’s why it features prominently in tourism marketing. That’s why a film, television or video shoot is there every day, trying to capture the cultural diversity to which Toronto and Canada usually aspire. 1

			As Airbnb builds the aura of Kensington Market into its marketing materials, a local community group reports “complaints from at least 30 tenants about landlords using questionable tactics to bully renters out of their homes, often converting the apartments into short-term rental units.” Local houses for sale are advertised as “Airbnb-ready”. And activist group Fairbnb (for whom I have supplied data) claims:

			Airbnb has 131 active listings in Kensington. On Craigslist, 12 apartments are for rent in the area. Fairbnb’s analysis found 68 Airbnb units are owned by 21 hosts, all of whom have multiple listings within or near the neighborhood. 2

			In a recent initiative, the company has announced its intention to move into the lucrative world of business travel, but only hosts offering “entire homes” will be allowed to participate, and these hosts are encouraged to offer an increased level of professionalism. We can expect to see more professionalism, less personal contact, and to see Airbnb partnering with other travel giants

			The picture of small-scale, intimate exchanges is a key to the environmental sustainability claims of Sharing Economy companies, but such claims increasingly read as the selective truths of company marketing departments. Airbnb trumpets its environmental impact by comparing the energy use of Airbnb travelers to the impact of the same number of people staying in hotels, but when it comes to economic impact, it compares its impact to the same number of people staying at home. Uber and Lyft compare their environmental impact to people driving private cars rather than to people riding buses or taking the subway. They claim that their relatively small car-pooling operations demonstrate their commitment to the environment, but avoid talking about their impact on congestion and average driving speed in New York City.3

			There are many sectors of the Sharing Economy that I have not covered in detail, because they have remained relatively small to date, and increasingly look like they will remain so. The community nature of these has also been exaggerated. The leading player in the pet services world, DogVacay, is mentioned routinely in Sharing Economy articles, and as of early 2017 had signed up 60,000 sitters. The site may look to build a community feel but researcher Giana Eckhardt, building on her experience researching Zipcar (see Chapter 4) suggests that its success is more likely to rely on another mechanism for establishing trust, saying that “In the sharing economy, consumers look toward these companies to provide the type of big-brother surveillance that is needed to overcome trust issues, and this effect is amplified when a living creature is involved.” 4 

			Social dining is a sector that may yet break out. Feastly and VizEat and EatWith and the other twenty or so startups in this space invite people to dine in homes, connect with hosts, share stories, and enjoy homemade cuisine, portraying their exchanges as part of the informal private sphere. And up to a point, that’s appropriate: there has always been a place for food as a commons-based sharing experience, as a way to meet new people; there is a long history of dining clubs organized within social circles. As a low-intensity, largely uncommercial activity (perhaps like the five million or so Americans that take part in book clubs) it does not need regulation.

			Where it will go wrong is if one of these companies succeeds in taking it global, guided by venture capitalists with previous experience, building a big business in the social dining sector by taking a fee for each meal and by encouraging hosts to see it as a money-making opportunity. The history of successful Sharing Economy companies tells us how that is likely to go. A breakout company in the sector is likely to have a business model that positions the meals as private exchanges, claiming that the meals arranged through their platform have no need for health and safety inspectors, and should not have to charge sales tax. At the same time, it will encourage vendors to build businesses on the platform, and look to take a slice of each business. It may even adopt a blockbuster strategy and look for big partners to team up with. And to the extent that they become successful they will have undermined the premise of their venture. Intimacy scaled up is no longer intimacy.

			•

			Uber has continued its meteoric rise during 2015 and 2016, and together with Airbnb its growth has been taken as a demonstration of the superiority of this emerging form of company, in which employees are replaced by contractors and managers are replaced by reputation systems. Tim O’Reilly writes that this demonstrates “the way that networks trump traditional forms of corporate organization,” 5 and he generally welcomes the inevitable rise of these technology-driven firms. But the allure of the seamless app experience covers a multitude of less savory but no less important behind-the-scenes factors in driving the success of these businesses. Technology does bring new efficiencies, but it also serves as an opportunity to build new business models that externalize costs, by restructuring regulations that balance the interests of companies and the communities in which they live, or that balance the interests of companies and service providers.

			Airbnb’s relentless promotion of tourism over every other aspect of a city’s well-being shows that its commitment to cities and to communities stops as soon as its bank account is challenged. While the company is prepared to make some compromises with local governments, such as collecting hospitality taxes, one thing it steadfastly refuses to do is to share its list of hosts with local government. In this way, Airbnb hobbles any attempt to limit the density of Airbnb rentals in popular districts or to avoid the gentrification that accompanies a sudden influx of tourists, and it leads the company into repeated conflicts with city governments in places such as Barcelona and Amsterdam, where tourism is a mixed blessing. It also hobbles realistic investigations of the company’s impact on affordable housing, community zoning rules. Airbnb makes its money by imposing a whole series of costs on the communities in which it operates.

			Uber’s ability to provide value to its consumers comes not only from its technology but also, as we saw in Chapter 4, from its ability to externalize costs. Beyond this, the company keeps costs down by running at a loss in order to foster growth. It’s a common thread throughout the Sharing Economy. 

			Section 230 of the Communications Decency Act says that “No provider or user of an interactive computer service shall be treated as the publisher or speaker of any information provided by another information content provider.” 6 The law means that bloggers are not legally responsible for what commenters write on their site, that YouTube is not legally responsible for videos that users upload, Facebook is not responsible for what its users post, and so on. But the law has repeatedly been interpreted broadly, extending protection to all kinds of online platforms,7 and Sharing Economy companies have argued that the law means that they are not responsible for the actions of their service providers, or for what goes on between service providers and customers. Presenting themselves as marketplaces, as technology companies, and not as service providers, allows the claim that Section 230 applies to them. Taxi companies may be responsible for taxi rides, but if you’re a ridesharing provider you don’t want that expense; hotels and B&Bs may be responsible for what happens to their guests, but if you’re Airbnb you don’t want that kind of liability.

			It may seem far-fetched that a company like Uber, which is now experimenting with taking roughly 30% of the fare for each ride and which includes a $1 “safety fee” in its price, has no responsibility when things go wrong on that ride, and when Uber was designated as a Transportation Network Company in California, the question was left open.8 But for Sharing Economy companies Section 230 is a good start until courts show otherwise. Legislators such as New York State Senator Liz Krueger are frustrated by the law. Speaking about Airbnb she said:

			We have not been able to find a way as a state government to say, “Airbnb, we know you’re breaking laws, and we’re going to stop you.” So, frankly, these companies look at me and go, “You’re a fly on the wall. We don’t care. You can’t do anything to us. Yes, you can go after the people who illegally rent out the apartments. You can go after the people who illegally rent as tourists. But us, the ones who as their business model are actively encouraging and supporting illegal activity—there’s nothing you can do to us.” 9

			Successful Sharing Economy companies avoid the expense of ensuring safety. They do state publicly their commitment to safety and make some gestures in that direction—Airbnb chose to give free smoke alarms to hosts, Uber claims to have a safety inspection on its vehicles—but they also do what they can to avoid municipal rules such as fire inspections for bed & breakfasts, and they make sure they are not on the hook if things go wrong.

			Successful Sharing Economy companies also avoid the expense of providing universal access provisions. In Chapter 4 we saw Uber and Lyft claim that access for the disabled is not their problem; suggestions that Airbnb’s platform inadvertently enables the propagation of racial profiling have met with the same response. 

			Successful Sharing Economy companies avoid the expense of wages by keeping their service providers off the payroll, and classifying them instead as independent contractors, often called “1099 workers” after the US tax form they have to fill in. As part of this move, the companies avoid paying benefits, avoid paying for equipment, avoid paying for idle time and travel time, avoid insuring against injury, and avoid any pension obligations.

			More than a decade ago, Amazon successfully avoided being responsible for sales tax in most states for many years, giving it a natural price advantage over “brick and mortar” stores, and the major Internet companies such as Google and Apple have become expert at routing business through low-tax subsidiaries in Ireland or Luxembourg to minimize their tax burdens.

			Successful Sharing Economy companies have learned from these efforts. Taxi passengers in Toronto pay sales tax to the province of Ontario, the taxi driver pays tax on their earnings, and the taxi company (if there is one) also pays taxes. Uber passengers pay their fee to Uber BV, an Uber subsidiary in the Netherlands, so that Uber pays no taxes. Uber also leaves the question of taxes on the driver’s income to the drivers, knowing full well that many cash-strapped drivers will avoid paying taxes if possible. Airbnb makes claims about its willingness to pay tourist taxes on behalf of its hosts when needed, and to encourage its hosts to register with the city if required, but example after example (see Chapter 3) shows that they have done so in a self-interested way that continues to leave cities frustrated.

			Successful Sharing Economy companies have learned how to minimize insurance costs. Uber and Lyft started by arguing that no commercial insurance was necessary for private rides, and ever since have made efforts to minimize the coverage they provide in the face of demands from cities. Pushing insurance requirements onto drivers without demanding verification, knowing that many will be tempted to avoid the expense of full insurance, is one path. In many locations, for example, gaps persist for when drivers are using the app but are not driving customers.

			Successful Sharing Economy companies have not been able to shirk all these responsibilities, but they have taken an approach inspired by Peter Thiel, an investor in several of the leading players. Foreseeing problems with financial regulations, Thiel’s company PayPal pioneered an aggressive approach to the problem: raise a boatload of money, expand quickly, and present lawmakers with a fait accompli. Here is the future, deal with it.

			Sharing Economy companies’ price advantage, the reason for so much investor interest in the sector, and the reason for the correspondingly massive market valuations of the leading players, is not just a product of the efficiencies of their technology, it’s also a product of their ability to circumvent or change regulations. It’s why Uber and Airbnb have invested heavily in high-profile and well-connected lobbyists at the national level, and make intensive lobbying efforts in key cities. Here is Bloomberg’s Karen Weise on Uber’s impressive lobbying efforts in Portland:

			Over the past year, Uber built one of the largest and most successful lobbying forces in the country, with a presence in almost every statehouse. It has 250 lobbyists and 29 lobbying firms registered in capitols around the nation, at least a third more than Wal-Mart Stores. That doesn’t count municipal lobbyists. In Portland, the 28th-largest city in the U.S., 10 people would ultimately register to lobby on Uber’s behalf. They’d become a constant force in City Hall. City officials say they’d never seen anything on this scale.10

			Tim O’Reilly writes that “The discussion around companies like Uber and Airbnb is too narrow. The issue isn’t just employment, but a huge economic shift led by software and connectedness.” But to see the issue as one of software and connectedness is also too narrow: it’s also about power, money, and influence.

			•

			The language of peer-to-peer trust, so prominent in many stories, is now falling to one side. Reputation systems are a front for companies being able to “deactivate” users and to impose their own discipline: Airbnb ejects hosts from its platform when it is politically expedient (as recently happened in Los Angeles11), and Uber fires drivers at executives’ whim. 

			The Sharing Economy has become an opportunity to take decision-making powers out of the reach of elected bodies and place them in new extravagantly glass-walled but still opaque San Francisco boardrooms. Expensive lobbyists are arguing to officials in Washington that the new companies can regulate the behavior of their service providers better than governments, that algorithms provide better guarantees than old-fashioned rules, and that the free market will ensure that the algorithmically enhanced companies will exert their influence in responsible and socially-beneficial ways.

			The effectiveness of reputation systems and algorithmic ratings systems in providing a solid basis for trust is exaggerated in the Sharing Economy world. 

			Sites that rely on algorithmic ratings have run into problems of fairness and of proper process, for example marketplace lending company Lending Club. By becoming a new way to qualify potential borrowers, the marketplace lending companies are entering into the area of credit scoring. Data scientist Cathy O’Neil argues that one reason Lending Club and others can bring such value to big financial institutions is that they provide a way to bypass credit scoring regulations, such as the Federal Trade Commission’s Equal Credit Opportunities Act (ECOA) that prohibits credit discrimination on the basis of race, color, religion and other factors and the Fair Credit Reporting Act (FCRA). In their early days Lending Club and other marketplace lending companies argued that they do not provide loans, just as Uber does not provide rides, Handy does not provide cleaning services, and Airbnb does not provide accommodation. As a result, their business model fell into a regulatory gap.12 Since then, and particularly since a significant rate of defaults in 2008, the Securities and Exchange Commission has stepped in to require a little more accountability, but important parts of its model remain outside the scope of practical regulation. 

			Just as Airbnb has a search algorithm that implicitly ranks hosts, and just as Uber uses its detailed data on everyone on its platform to govern the behavior of its drivers, so Lending Club uses a proprietary mathematical model to score potential borrowers, and it rejects about 90% of applicants.13 The input includes data purchased from data brokers such as Acxiom or Experian; early stage models in the peer-to-peer lending world looked at social media profiles; other factors such as web browsing habits, employment histories: anything they can get their hands on. But this appetite for data can easily (and perhaps inadvertently) run into the ECOA and FCRA provisions. Indicators that align with race and other factors for discrimination can be used, and those who are refused loans have no way of finding out the reason for their denial or appealing a Lending Club decision: the algorithm becomes a black box into which neither regulators nor those who are assessed and rated by it can see.14

			PUSHING BACK

			Faced with the influence and ambition of the Sharing Economy, an increasing number of groups have found their voices and are pushing back. In Europe, where Airbnb makes the majority of its revenue and where Uber is pushing to grow, there were two significant developments in June 2015 alone. The most dramatic was the taxi drivers’ protests in France: Uber’s UberPOP service (the equivalent of its UberX service in North America) was declared illegal in 2014, but Uber instructed its drivers to keep operating while it appealed the ruling. Taxi drivers’ frustrated confrontations with riot police pushed the Paris government to clamp down on the service.15 Uber has followed the same pattern in other countries: in August it stated that it would support drivers fined by police in Costa Rica, an act that has an unpleasant resonance in a part of the world where American companies have taken active part in challenging and even overthrowing local governments.16

			Meanwhile Barcelona elected a new mayor, radical activist Ada Colau who stood as a leader of an anti-eviction group called Mortgage Victims’ Platform. One of the issues of her campaign is tourism: the annual number of tourists now outnumbers the number of residents by four times, and “persistent issues with noise, illegal tourist flats and rising real estate prices have led weary residents to draw battle lines in recent years against the seemingly never-ending tide of camera-toting, beer-swilling visitors.” 17 Colau vowed to stop Barcelona “ending up like Venice,” a city where locals have been pushed out by tourists. In this environment, Airbnb’s bland assurances of the opportunity to “live like a local,” its continued reminders of the money that it brings to the city, and its complete refusal to consider any civic role in shaping the supply of tourist apartments sounds an off note. 

			In the US too, there has been resistance to Sharing Economy incursions.

			The independent contractor status of Uber and the on-demand cleaning services have drawn legal challenges. Chapter 5 described how the issue affected cleaning services Homejoy and Handy, but let’s take a broader look. In Canada, if cleaners were on the payroll then the company would have to pay taxes, employment insurance contributions, and Canada Pension Plan contributions: by classifying them as independent contractors all these onerous costs are eliminated. Kevin Hipkins of Molly Maid, an Ontario cleaning services company with about 1,200 employees, claims that “If we could wave a magic wand, we could bring down our costs by about 30%, and avoid all this messy tax stuff. Taxation is a moral responsibility, I think we are creating a culture of tax cheats.” 18 

			The way Sharing Economy platforms work, paying taxes is left to the cleaners, and of course there is a temptation for low-paid service workers to postpone or minimize the tax being paid. Services such as cleaning have long been part of the informal economy, done for cash. What’s different now is that people are building billion dollar businesses on this informal model. Molly Maid’s Hipkins believes “there’s a difference when it’s a small under-the-table arrangement between a client and individual cleaner, versus a large US company, with millions in market capitalization.” 

			In October 2014, two former Handy cleaners took the company to court. Reporter Kevin Montgomery writes: “The suit alleges that the company refuses workers minimum wages, paid breaks, overtime pay, and withholds tips, amongst other violations. Workers also claim the startup, which has raised $45.7 million in funding, imposes onerous demands on workers, including instructing them on “how to use the bathroom.” 19 

			Sharing Economy platforms have grown more quickly than would otherwise be possible, because they claim that their service providers are not employees. They can offer cheaper services because they don’t need to provide benefits, or pay them when there is no work to be done. But there is a challenge for the platforms: despite claiming that they do not provide cleaning services, Handy wants to establish a successful brand, and that means they have to control what they (don’t) deliver. The IRS rules have a twenty-point test for whether a worker is an employee, but the gist of it is that: 

			The general rule is that an individual is an independent contractor if you, the person for whom the services are performed, have the right to control or direct only the result of the work and not the means and methods of accomplishing the result. 

			Ellen Huet followed the case, which is not yet settled, and writes: 

			Contractors, however, come with specific limitations. You can’t tell contractors how to do their job—not what to wear, how much to charge, what to say to customers, what materials to use. For startups that want to ensure a smooth, branded customer experience, that’s a serious hindrance.20 

			It’s not an argument that is unique to Sharing Economy companies. After a long series of court cases, a federal appeals court in Oakland found that FedEx misclassified its drivers from 2000 to 2007 as independent contractors, a decision leading to a $228 million payout.21 Also in California, short-haul truck drivers who worked for a logistics company got a $2.2 million settlement when they were found to be employees rather than independent contractors.22

			Boston lawyer Shannon Liss-Riordan has led the charge around employment status in the Sharing Economy. In her case against Uber she pointed to the strict guidelines that Uber drivers must follow if they want to stay on the platform, such as taking 90% of assignments and keeping a customer rating above a certain mark, and to the ability of Uber to dismiss (“deactivate”) drivers. “Just because your services are dispatched through a smartphone doesn’t make you a technology company . . . You’re a car service, and you have the responsibilities of being an employer of the people driving the cars.” 23 Liss-Riordan has also taken up cases against Lyft, Handy, Homejoy, and Instacart.

			In June 2015, the California Labor Commissioner’s Office ordered Uber to reimburse one of its drivers, Barbara Ann Berwick, just over $4,000 in costs, deciding that Berwick was an employee of the company.24 The company will appeal the ruling, but it is a positive sign for Liss-Riordan’s cases against Uber and Lyft, which, as of May 2015, are headed to a jury trial. The employment status argument will no doubt drag on for a long time, and may well end up in a gray area where Sharing Economy workers will fall into a number of buckets, depending on hours worked and exclusivity.

			Being an employee is not a simple either-or status: employment is a bundle of rights and responsibilities, and there is a spectrum of employment relationships in active use throughout the economy. According to law professor Sanjukta Paul, we can think about these rights without needing to directly address the thorny question of employment status. Her particular example is about Uber drivers’ right to bargain with their employer. Uber provides the functions of a “hiring hall”, which “coordinate[s] short-term employment in industries where jobs are by nature seasonal, fluctuating, or short-term, and where employers have a need to find workers for jobs on short-notice”.25 Uber claims that the riders are employers, and that their “driver-partners” are providing the work. But, as Paul points out, antitrust law forbids sellers of a commodity from coordinating to fix a price; if independent drivers set a common price (as Uber does), that would be illegal. The fact that Uber has been able to carry out this price coordination across supposedly independent drivers shows that “Uber is operating a virtual, for-profit hiring hall, and it is doing so on terms that would not be allowed to workers themselves.”

			Paul suggests that this problem can be resolved by permitting Uber drivers to “engage in collective action in their bargains with the firm that sets prices in the services they perform”. That is, Uber drivers should have collective bargaining rights regardless of their status as employees.

			Airbnb has met opposition on several fronts. A high-profile confrontation in New York led to the formation of Share Better, a coalition of tenants’ groups, neighborhood associations, affordable housing advocates, elected officials, and hotel workers who have banded together to challenge the impact of Airbnb on the city, and the issue has reached a high profile within the city council. A similar group, ShareBetter SF, has set up in San Francisco, and in Los Angeles the influential community and anti-poverty advocacy group LAANE has adopted the short-term rental issue in its housing actions; there are similar coalitions forming elsewhere.

			•

			Along with this pushback, social scientists and legal scholars have been looking at the questions raised by the Sharing Economy.

			In one of the first legal articles on the subject, Vanessa Katz identified the main challenge to regulating Sharing Economy platforms as the three-party nature of transactions, in which customers buy services (at least formally) from service providers, through a platform that takes a more or less active role in the transaction.26 Who, in such a scenario, bears what responsibility? Katz looks to the principle of “least cost avoider” to apportion responsibility: it serves the social good if the responsibility is given to “the party who can adopt precautions against a given risk at the lowest cost”. In many cases, this is the platform. Even though in some cases these platforms may be (or may claim to be) intermediaries in a transaction—remember those license agreement claims such as “Uber is not a provider of transportation services”—they may still bear indirect liability. The platform companies have often pointed to Section 230 of the CDA to disclaim liability (see above), but Katz argues that the more a platform is involved in the transaction, the more liability it should take on. She identifies the Digital Millennium Copyright Act, the law that requires Google to take copyright-violating videos off YouTube when a copyright holder lodges a complaint, as one model, and for platforms even more involved in the service she suggests an active “duty to monitor” the service provided. This kind of spectrum is increasingly being adopted by cities as they push back against platform companies. Katz also points out that Sharing Economy companies raise new risks: privacy and data-handling, and the fairness of reputation systems. The increasing publicity around race-based discrimination taking place through the platforms and their rating systems has made these questions more relevant than ever.

			In an article that positions Uber and Airbnb as “the new public accomodations”, Aaron Belzer and Nancy Leong look at one specific challenge on Katz’s list: the responsibility to provide non-discriminatory services. Providers of public accommodations, like hotels, restaurants, and taxi services, are not permitted to discriminate on the grounds of attributes such as race or religion. But if Sharing Economy platforms maintain they are not the providers, what happens to these “public accommodation” protections?

			Belzer and Leong argue that Sharing Economy platforms meet the requirements to be classed as providers of public accommodations and that their internet roots do not provide an escape clause:

			Although internet platforms are integral to their operation, SEBs (Sharing Economy Businesses) are nonetheless intimately linked to physical places that function like public accommodations in the traditional economy. A SEB’s online platform is the only way of accessing its physical aspects—that is, Airbnb’s website is the only way of gaining access to a physical rental, and Uber’s app is the only way of summoning a physical car. . . For our purposes, it is unnecessary to determine whether a website must have a link to something in the physical world: SEB platforms do, and that is sufficient to establish that they are public accommodations.27

			Focusing again on the American case, Belzer and Leong carry on to argue that Title II of the 1964 Civil Rights Act, which addressed discrimination in commerce, should apply to lodging platforms such as Airbnb and delivery companies such as Instacart, just as they apply to more “physical” businesses. They also argue for transparency by Sharing Economy platforms about their business as a way of monitoring compliance.28

			Belzer and Leong’s assertion that platforms should be held accountable is welcome. Too many observers have been distracted by the typical terms and conditions of Sharing Economy platforms. In an October 28, 2016 employment tribunal in London, Judge A.M. Snelson said what should be obvious when discussing Uber and its drivers:29

			The notion that Uber in London is a mosaic of 30,000 small businesses linked by a common “platform” is to our minds faintly ridiculous. In each case, the “business” consists of a man [sic] with a car seeking to make a living by driving it. (Paragraph 90)

			And also:

			Any organization (a) running an enterprise at the heart of which is the function of carrying people in motor cars from where they are to where they want to be… but (c) requiring drivers and passengers to agree, as a matter of contract, that it does not provide transportation services, … merits, we think, a degree of skepticism. (Paragraph 87)

			Ryan Calo and Alex Rosenblat address Katz’s “new risks” in a working paper called “The Taking Economy: Uber, Information, and Power”, discussed in Chapter 4.30 Their concern is that the detailed and extensive data that Uber has collected about the behavior of its drivers and customers, about the details of each ride, give the company many opportunities to manipulate the market. Following the revelations of early 2017 about Uber’s Greyball program (to deceive city regulators) and Hell program (to track Lyft drivers) such concerns are anything but far-fetched. Like Belzer and Leong, Calo and Rosenblat emphasize that transparency on the part of Sharing Economy platforms, which the platform owners so stoutly and consistently resist, is an important first step to keeping them in line.

			As to regulating Uber, the authors emphasize the concept of fiduciary duty. Some commercial relationships place the customer in a vulnerable position relative to a service provider, as with a bank, financial advisor, or medical practitioner. In these cases the service provider is bound to act in their customer’s interest: to act as a fiduciary. The law around fiduciaries is well developed, and extending the concept to Sharing Economy platforms may provide a legal lever to rein in some of the excesses of their behavior.

			•

			The changes brought on by the rapid growth and focus of the Sharing Economy giants has led even supportive organizations to wonder about its future. OuiShare is a French-based global community built around ideas of collaboration, and with a strong technological focus. It was one of the leading organizations promoting the Sharing Economy in its early years, but the theme for its 2015 conference was “Lost in Transition?” Neal Gorenflo of non-profit Shareable writes that the theme “brought the elephant in everybody’s room to the fore—the gaping contradiction between the utopian possibilities and the hyper-capitalist realities of the sharing economy.” 31

			If the newly-skeptical OuiShare attendees are going to find a way to convert the Sharing Economy into something useful, something that actually delivers on the promise of community and human-scale exchange, it must leave aside its identification with technology. There are few signs that it will do so; Gorenflo reports that the “blockchain” technology underlying Bitcoin is the new thing: “Everybody was talking about the blockchain from keynotes to side conversations.” To look for a technical fix, a designed-in mechanism for solving social problems, will only end up going down the same path. Bitcoin itself has already cycled through the familiar trajectory of rebellious alternative, promising a currency independent of the state, through to a venture-capital-funded investment vehicle in which 0.1% of the participants own 50% of the coins.

			The debate needs to move away from its exclusive focus on technology companies. It needs to recognize that there are no easy fixes for complex social problems and even less so for the real conflicts and injustices that permeate society. The Sharing Economy’s complete neglect of the history of collaborative and co-operative movements is one of the reasons it has been so easy for business to co-opt.

			People who support the ideas behind sharing can do better working with cities than allying with venture capitalists. Cities have been innovative in many non-commercial sharing initiatives. In transit there are the car-sharing and widely-imitated bike-sharing initiatives of Paris; there are new ideas around public transit; new initiatives around green taxi services. One of the benefits of city-level initiatives is that citizens can take the best from other places and lobby for adoption in their home town, so that cities can learn from each other.

			Evgeny Morozov calls the idea that technology provides a fix for complex social problems “solutionism,” and it is unfortunately endemic among those who promote the Sharing Economy.32 What is called for is a little modesty on the part of those who identify with new technologies. It’s not a question of whether technology is good or bad, but that technology is not an answer to complex social questions. If technologists were prepared to accept that technology can play a helpful but secondary role in social movements, we might get somewhere. But the naiveté of twenty-six-year old CEOs, the hubris of their venture capital advisers, and the narrowness of vision of the hacktivists, still fighting the battle of the 1990s and promoting open source, do not bode well. 
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