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When Digital Carnival? Distributed Control of the Metaverse Asset Layer to
Enable Creative Digital Expression to Flourish

Abstract

This essay argues that a coordinated network of independent producers is crucial

in creating an immersive metaverse. A digital asset layer that is beyond the

control of any single counterparty, along with reliable definition and exchange of

fungible and non-fungible digital objects, is important for individual digital

creative expression to flourish. Non-fungible digital objects are essential in

creating an asset layer for a metaverse that approximates the full range of

independent human creative expression. The development of NFTs alongside

cryptocurrencies, governed by distributed and transparent control, can create an

intermediation layer that is separate from the control of a platform intermediary.
A carnival is a beautiful expression of the human tendency to celebrate on a massive
scale. It involves complex individual and coordinated human expression that far
exceeds that of similar human tendencies to party among friends. Governing these large
celebrations or festivals involves coordinating independent activities, which can also
influence the extent and form of the independent activity that is possible. By necessity,
some amount of independent bargaining power is essential for creative artisanal
production to flourish. That is, for any metaverse to be immersive like a carnival or
festival, it will need to involve independent creative input from many producers on a
massive scale.

This essay discusses the importance of independent creative input from many
producers on a massive scale to create an immersive metaverse like a carnival or
festival. Pursuant to this aim, a digital asset layer that coordinates a network of
independent producers should ideally be beyond the control of any single counterparty.

This essay highlights that the reliable definition and exchange of fungible and non-

fungible digital objects is necessary to enable digital creative expression to flourish.



Furthermore, non-fungible digital objects will play a necessary role alongside
fungible tokens in creating an asset layer for a metaverse that approximates the range of
independent human creative expression in the real world. However, the current
applications of NFTs have considerable problems in achieving their intended functions
beyond signifying ownership within a group that values formal recognition. Despite
how far they have to go in terms of development, NFTs alongside cryptocurrencies can
ideally create a more complete asset layer for digital contexts. Together with
governance innovations surrounding distributed and transparent control of this asset
layer, this stack of institutions and technology can create an intermediation layer that is

at least partly independent from the control of a platform intermediary.

Creative, large scale human celebrations

Carnival — an instance of merrymaking, feasting, or masquerading; an organized
program of entertainment or exhibition;

Festival — a time of celebration marked by special observances (1a); an often
periodic celebration or program of events or entertainment having a specified

focus;'
The formally celebrated Carnival is typically associated with countries that have an
extensive history, including colonial, with Roman Catholicism (Abreu and Brasil 2020).
However, historians of the now-global phenomenon attribute the wanton celebration of
carnival to earlier pagan traditions of Bacchanalia, Saturnalia, and Lupercalia (Cudny
2016). In a typical act of syncretism, Carnival came to be celebrated prior to the period

of fasting associated with Lent in the Catholic tradition (Cudny 2014). But there is

likely something much more universally human in this celebration. China, India, and the

! Throughout, I use these words interchangeably to refer to large-scale human celebrations
involving individual and coordinated creative expression among many independent groups.
These definitions are taken from Merriam-Webster’s dictionary.



Arab world each have similar traditions of coming together to celebrate effusively, often
until well after midnight. Whether it’s the Chinese New Year, Diwali, or Eid Al-Fitr (to
name just a few cherished non-Western celebrations!), periods of effusive communal
celebration are part and parcel of the human tradition (Cudny 2016). None of this is
meant to belittle the fact that these distinct traditions are celebrating very different
reasons or beliefs underlying the specific date of a given celebration. Instead, it is to
suggest that the carnival tradition is an expression of something more integrally human.
Where the Catholic tradition of carnival did not spread, county and state fairs, rodeos,
and even festivals like Burning Man represent a similar effusive space for human
interaction.

What do carnival attendees around the world have in common? They tend to
express their creativity individually and communally, resulting in a range of artistic
output from music to food to dance to costuming and parades (Frost 2015). This
eruption of creative expression is frequently concentrated into a single context. It’s a
necessarily chaotic synergy of individual and community expression into a greater
ordered whole. The cultural ubiquity of celebration becomes exponential when spanning
generations, cultural groups, and wide geographic regions.

A proper festival involves exuberant, vibrant, creative production, both
individual and cooperative. This can include lavish and ornate costumes, dance troupes,
floats, and musicians (Riggio 2004). Moreover, these periodic acts of extensive and
coordinated yet independent human celebration contain an element of the irrepressible.
For example, the tradition of Venetian masks during the carnival was associated with a
period in which celebration was prohibited, and revellers disguised their identity to
escape public recognition (Johnson 2011). The fact that carnivals have long involved

pseudonymity and anonymity through costume and masking (Twycross and Carpenter



2017) provides an interesting analogy to the current context of pseudonymity and
anonymity that distributed networks afford their users.

What do festival periods that convulse entire counties, countries, and cultures
have in common? They tend to extend far beyond the level at which any one participant
can be familiar with all others involved. In fact, in festivals that span cities or take place
across an entire nation, the celebration exceeds any individual’s ability to participate in
or even perceive all the human activity that a given celebration encompasses (Ogundeji
and Fasehun 2021). A celebration thus involves the coordination of many intrinsically
personal spheres of human interaction within and around one another. Thus,
institutionalized governance emerges in the space between the spheres of our
relationships that are governed by personal knowledge and bonds (Alston et al 2018).

As the police in any city where a large festival has occurred can attest, certain
kinds of crimes emerge from the sheer volume of individuals who have been brought
together by the communal act of celebration (Slaughter 2013). Therefore, the way that a
given celebration of human creative expression and production is governed is a central
determinant of the extent of this output that a given complex human social order can
sustain. Governance can therefore be understood as a mechanism that operates as a
scalar mechanism in human social orders, which means governance has an integral role
in human celebrations above a certain size as well.

For example, Burning Man, which started as a voluntarist, communitarian, and
even anarchist community, has come to involve considerable organizational definition
(St John 2020). This includes defining rules for camp placement in subsequent years,
selling tickets, accepting donations, and interfacing with federal and state authorities.

The need for governance thus persists as human orders scale beyond the personal. And



if we’re being honest, any good festival is one that has more than just your friends
present — otherwise it's just a great party.

Governance requires rules, and applying such rules can lead to unpopular
decisions, often by those directly affected. While this is inevitable, it is not catastrophic
(DuPont, this volume). Not everyone can have the best camp locations in Black Rock
City, but different people may want different locations for various reasons. Resolving
these demands, which can be complementary or conflicting at times, is the essence of
governance (Alston 2022). For festivals to occur at the scale they do, governance is
necessary (Getz 2009), particularly if the festival happens annually for days or even
weeks.

Governance raises the question of how to achieve the group’s objectives and
who should make the decisions. If a camp loses its long-held location due to poor clean-
up or other infractions, they must understand the reasons for the decision and be
informed of the rules for cleaning up matter-out-of-place (St John 2019). These
characteristics of notice and transparent process are hallmarks of governance in modern
liberal societies (Effron 2020). Individuals who wield power within a system are
crucial, and if this power becomes too concentrated or unchecked, it can lead to various

well-understood problems associated with more autocratic governance (Gilley 2003).

Polycentricity in festivals and carnivals

Festivals and carnivals are complex events that are influenced by various spheres of
private and public authority, making them polycentric (Aligica and Tarko 2012).
Different stages at a single music festival are often managed separately, with each
performing artist having their own manager. Food trucks, merchandise booths, and
other outlets are also managed independently, allowing attendees greater choice at a

particular event (Getz et al 2006). However, for the average ticket holder, food truck



vendor, and lesser-known artist, the terms of their contracts are fixed and standardized.
These terms reflect the comparative scale of the parties involved in the transaction.
Unless a rock star is involved, centrally managed events tend to reflect the relative scale
of attendees and vendors in the terms offered. As a result, many stages of output
become routinized and standardized, such as the use of brutalist metal grilles to channel
crowd flows at large urban music festivals (Earl et al 2004).

Contractual terms and space management reflect the standardization that
centralized governance at scale tends to produce. The prevalence of brutalist
architecture in the former Soviet republics under limited budgets and centralized
governments can be understood as a direct result of this reality (Crowley and Reid
2002). Centralized output at scale requires reliably uniform output (Strijbos 1997).
Financing to obtain this scale similarly tends to require centralized governance to
credibly commit to creating this uniformity and scale of output. For example, the
products in big box stores are incredibly uniform compared to the variance in products
at a farmers’ market. While farmers' markets offer more idiosyncratic choice and
individual aesthetic variance, reliable uniformity of product tends to obtain at scale in
economic production and governance, even if this reliability in production comes at the
cost of variance in individual aesthetic (Folta and Klee 2016).

However, not all forms of governance tend towards centralization. Farmers’
markets are a great example of how individual production from many distinct
individuals and groups is often integral to the very existence of a market. If a single
agricultural conglomerate tried to sell as wide a range of products as is available at a
farmers’ market, it is unlikely they would attract customers who could just as easily
obtain those goods (alongside many others) at a large grocery store chain. To put it

simply, having a single producer would destroy the intended reasons for a farmers’



market in the first place (Dodds et al 2014). Some markets remain integrally local,
while others scale to a global level, and have varying levels of production and supply

chain arrangements.

Artisans, bargaining power, and creative production

Will creative production inevitably fall before the grist mill of production for a global
economy? There are reasons to suspect otherwise. Consider the wine industry as an
example of highly individualized artisanal production. Specific producers still command
considerable price premiums relative to producers from the same region using
techniques that, to the uninformed observer, look identical (Goldstein et al 2008). In
industries where refined creative output commands a large premium, such as wine or
art, the bargaining power still resides with the producer. This may be less common
today, given the increasingly global wine production of many countries and the ways in
which the digital age has disrupted traditional art markets. However, certain producers
in Bordeaux, Napa, and Piedmont command prices that far outstrip their competitors
(Benfratello et al 2009). While the producers at the very top of price lists may not
produce a per-dollar amount of quality that justifies their price (Goldstein et al 2008),
compared to the need for Michelin-starred restaurants and rising billionaires to have the
absolute best in their cellars, price reflects quality in locally specialized production of
wine and art in ways that many products no longer do (Poulsen and Mensted 2020).

Is it possible to have both artisanal variation and aesthetic vision in a global
market? The examples discussed so far suggest a path forward, but they rely on creative
producers maintaining bargaining power and consumers having a choice among many
independent producers, which creates beneficial governance incentives.

Moreover, the examples mentioned so far assume a certain level of luxury, such

as being able to shop at a farmer's market or patronize an art gallery regularly. Is there a



way for individual creative expression to reach a global audience at an affordable level
for the average consumer? Music, video, and other audio-visual techniques can be
duplicated digitally, which is not possible for physical media. This is not to say that
reproducing digital information is costless for digital artists or software producers, but it
does emphasize the transformative ability of the digital age for a single creator to reach
an audience of millions at a marginal cost of production of which wine producers and
painters can only fantasize (Poort et al 2010).

If the existing models of digital marketplaces do not provide a clear path
forward, how can individual artistic expression be maximally facilitated in the digital
context? The answer lies in the means of reliably securing unique digital objects, which
is necessary for artistic digital expression to become economically valuable. In most
economically significant contexts for producing scarce digital objects (or NFTs), the
predominant economic value has not derived from securing a digital asset layer in a
system of distributed governance (Bamakan et al 2022).

For instance, in video games, players collect in-game items or experiences that
are valuable because they are rare (Lehdonvirta and Ernkvist 2011). However, if every
player has all the items or experiences, then there is no reason for players to keep
playing or make more purchases. This means that game developers may not need a
distributed network to prove the rarity of their in-game assets, as other players can see
how rare they are by observing the game's communication and interaction (see also
Arjalies and Compain, this volume).

NFTs have initially been applied to secure ownership recognition of a particular
piece of digital art, whether it is an image, a video, or an audio file. However, the term
“recognition” here displays the intrinsic limitation of NFTs. While they can secure a

piece of art, it will ultimately be reproduced locally, and likely at high fidelity if the



purchaser cares enough about digital art to spend hundreds or thousands of dollars on
the work (Rockett 2021). The technology does not secure against unauthorized
reproduction of the digital art — it only prevents replication of the token that signifies
ownership of that art for users of a particular network.

In the first case, decentralized governance of in-game purchases of scarce digital
objects is not integral due to the alignment of the game producer's incentives to create
sufficient scarcity in fungible currency and non-fungible digital objects like skins or
other character-specific attributes. In the latter case, the NFT only signifies ownership,
rather than securing it, which does not ameliorate many of the problems inherent in

ensuring ownership of reproducible digital objects.

Bargaining power in the metaverse

So why did I start talking about a carnival if I only came to throw cold water all over it?
Put differently, if the initial applications of unique digital objects (individually
tokenized) do not solve human coordination problems within our increasingly digital
organizations, then what’s the point? However, the combination of these two classes of
digital objects (fungible and non-fungible) creates the basis for a digital asset layer
beyond the control of any one counterparty in a digital environment with many
independent producers. A metaverse will inherently be a network of coordinated yet
independent human social activity (Hadi et al 2024), such that digital objects will
necessarily be native to this same network — the question becomes, who controls the
asset layer on which these digital objects reside and are exchanged?

Currently, platforms control access to the ecosystems of applications and content
that will one day become the metaverse. If the same single producers (or conglomerates
of content, IP, and finance) control the contractual terms for independent creatives’

production, this will be a metaverse whose creative margins are predominantly



determined by the central platform authority (Atrakchi-Israel and Nahmias 2022).
Although a user may get to choose their hair color and outfit, all avatars are still
constrained to a certain uniformity of dimensions (Dupre 2022).

A metaverse that surpasses the dystopian visions of virtual reality to date is one
in which independent producers maintain a healthy share of bargaining power against
the singular network on which they all coordinate and compete. When a consumer
devotes their attention and/or tokens to one digital boutique or gallery, they do not do so
for another competing boutique. However, the independence of these boutiques and
their ability to pursue competing creative visions depends, in part, on an asset layer
around which they can all coordinate without a single actor capturing the lion’s share of
the rents. An open metaverse is one in which individual creators will still find it costly
to compete for global attention. Nevertheless, independent producers of some of the
finest aspects of human creative expression manage to do so globally today. In a digital
context, any metaverse that hopes to encourage the same levels of human creative
expression must credibly enable that creative expression to flourish free from the
strictures of centralized governance that result from market power imbalances between
the network layer on which all independent producers must coordinate and the size of
any one producer.

While NFTs are still in their early stages, successful networks that recognize
digital ownership as valuable to other members may persist in transformative ways. To
view tokens with a unique digital identity tied to instances of human creative expression
as limited to their current applications is to misunderstand the way in which fungible
and non-fungible property instruments form the lifeblood of human economic
interactions. In truth, human ownership claims exist on a continuum of fungibility

(Sheldon 2006; Marinotti 2021), just as some NFTs are one-offs, while others entitle the



holder to a claim among several to many other such claims. This variation has its
precedent in artist prints and limited-issue sports cards.

Innovation around reliably unique (or limited and tied to specific within-network
privileges or content) tokens provides a necessary complement to the reliably scarce
digital units of account that have given rise to networks fully devoted to cryptocurrency
applications. Distributed governance of networks that facilitate the specification and
exchange of fungible and non-fungible digital objects creates an asset layer for the
future digital economy that is more like a farmers’ market than a Costco. For a
metaverse to ever come close to realizing the unpredictable and beautiful cacophony of
human creative expression that is a carnival, it will need a digital asset layer that
facilitates coordination and preserves bargaining power in the hands of creators. While
any such metaverse is further away than many advocates make it out to be, innovation
in this space is a major prerequisite to realizing the digital artisanal vision I have briefly
sketched herein.
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