
Economics of the Metaverse: Econ 496-008 
Robinson Hall A, Room 352; 7:20-10:00 (R-Thursday) 

 
Instructor:  Professor Kevin McCabe, kmccabe@gmu.edu, (o) 703-993-9441 
 
Office Hours:  Wednesdays, 2:00-5:00, Room 5016, Metropolitan Bldg., Arlington Campus or 
in world at our CSN Project Island.  
 
Overview:  Many undergraduate courses are typically surveys teaching you a little bit about 
many economic topics.  While this is useful it doesn’t really allow you to use economics to 
delve deeply into any one topic.  This course does.  It considers the following problem -- 
individuals frequently wish to engage in mutual cooperation, i.e., pursue a mutual goal 
together, but individual self-interest can often conflict with the ability of the group to achieve 
this goal.  The problem of mutual cooperation vs self-interest occur frequently in economics 
and in Virtual Worlds.  Here are two examples we will cover in the class.   
 
Example One:  A common pool resource is a resource shared by a group.  Elinor Ostrom 
shared the Nobel Prize in economics in 2009 for her research on how people manage 
common pool resources.  In virtual worlds, one example of a common pool resource may be a 
server (computer) that provides graphical and other computations to avatars inside the virtual 
world. In general a common pool resource is finite.  For example, a server can only do a 
certain number of computations per second.  But each individual would like to have more of 
the resource for their own needs.  An example of this in Second Life is the number of scripts 
an individual avatar is running to enhance that user’s experience in world.  But running these 
scripts uses up the server’s computational capacity and as a result slows down (causes lag) 
the experience for others.   
 
Example Two:  A team consists of two or more people who must work together to accomplish 
a goal.  Herbert Simon won the Nobel Prize in economics in 1978 for his research on how 
organizations can be designed to improve the performance of teams.  It is common in virtual 
worlds for people to team up to work together to produce a desired result.  Online games are 
one example where teams band together to defeat a stronger character (such as a dragon) in 
order to win some resources that make further play more enjoyable.  However, when they 
team up people are relying on others to provide a similar level of effort, to coordinate their 
effort, and to divide the resources gained according to some agreed upon rule.  An individual 
who fails to provide the effort, or fails to coordinate their effort, or fails to split the resources as 
agreed upon can cause the group to fail their objective.  Just for fun see - 
https://www.youtube.com/watch?v=LZDWl9qyBF8  
 
During the course you will participate in some demonstration experiments that illustrate some 
of the problems and solutions that occur in solving the problem of mutual cooperation.  During 
this course we will take some virtual world field trips to study examples of this problem.  We 
will also read and discuss some classic articles on this topic in economics.  Finally, we will 
work together as a team to build a virtual world simulation that illustrates this problem.  
 
Prerequisites:  Everything you need to know will be taught inside the scope of the class. 
Here is what we will be doing.  We will learn how to apply principles of micro economics to 
study mutual cooperation vs self-interest in virtual worlds.  You will also learn to build and 
script graphical objects in a virtual world.    

https://www.youtube.com/watch?v=LZDWl9qyBF8


   
Required Book:  There is no required book.   
 

Grading:  There are no tests.  You will be graded on class participation and two papers.  
Class participation will be worth 50% of your grade.  So it is important that you come to class 
and do the necessary preparation to participate.  The first paper is a project report based on 
your work on the team project.  It will be roughly 5 typed double spaced pages and will be 
worth 25% of your grade.  Your second paper will also be worth 25% of your grade.  This 
paper will illustrate a problem of mutual cooperation vs self interest in virtual worlds. It will be 
six to twelve typed pages double spaced.  You will have an opportunity to have Professor 
McCabe look at a first draft of your papers to make sure you are on the right track to get a 
good grade.  To receive comments drafts must be submitted on 4/2 and will be returned on 
4/9.  It is important that the finished papers be well written. 
 
Students with Disabilities:  If you have a learning or physical difference that may affect your 
academic work, you will need to furnish appropriate documentation to the Office of Disability 
Services. If you qualify for accommodation, the ODS staff will give you a form detailing 
appropriate accommodations for your instructor. In addition to providing your professors with 
the appropriate form, please take the initiative to discuss accommodation with them at the 
beginning of the semester and as needed during the term. Because of the range of learning 
differences, faculty members need to learn from you the most effective ways to assist you. If 
you have contacted the Office of Disability Services and are waiting to hear from a counselor, 
please tell me. 
 
Honor Code:  George Mason University is an Honor Code university; please see the Office 
for Academic Integrity for a full description of the code and the honor committee process. 
What does academic integrity mean in this course? Essentially this:  

 
(1)  When you are responsible for a task, you will perform that task. The midterms 
and final reports are to be completed independently. Any interaction with others during 
these times is in violation of the honor code.   
 
(2) When you rely on someone else’s work in an aspect of the performance of that 
task, you will give full credit in the proper, accepted form.  
 
(3) Another aspect of academic integrity is the free play of ideas. Vigorous 
discussion and debate are encouraged in this course, with the firm expectation that all 
aspects of the class will be conducted with civility and respect for differing ideas, 
perspectives, and traditions.  
 

 
 
   
 
 
 
 
 
 



Course Syllabus:  The content of this syllabus might undergo some further revision.  
 
1/22 (Lecture) Introduction: Brief History – Resources – SimOnAStick - Orientation Island 

1/29 (Experiment) Berry Island Experiment: First field trip – Project hand out 

2/5 (Reading) Microeconomic Systems: First Reading Due – Work on project 

2/12 (Lecture) Building: Prim Shapes – Prim Textures - Combining Prims – Work on project 

2/19 (Lecture) More Building: Media-On-a-Prim - Sculpted Prims – Work on project 

2/26 (Experiment) Voting Island Experiment: Second field trip 
3/5 (Reading) Managing the Commons: Second reading due – Work on project  

3/12 Spring Break 

3/19 (Lecture) Scripting: Event Based Programs: Paper outlie due – Work on project 

3/26 (Lecture) More Scripting:  Work on project 

4/2 (Experiment) Trust Networks Experiment: Third field trip 

4/9 (Reading) Trust and Reciprocity: Third reading due – Work on project 

4/16 Work on project 

4/23 (Lecture) Oculus Rift: Work on project 

4/30 (Experiment) Run team project: Project report due 

5/7 Reading day – No Class 

5/11 Final paper due 

 

Basic Course Structure:  Notice that the course is divided into three types of classes which 
will be organized as follow. 
 
Lecture classes. These classes are marked (Lecture)   
  

7:20-8:05  Lecture 
8:05-8:15  Break 
8:15-9:00  Exercise or discussion to reinforce lecture 
9:00-10:00  Work on project 

 
Demonstration Experiments.  These classes are marked (Experiment) 
 
   7:20-8:30 Demonstration experiment. 
     You MUST read instructions for the experiment before class. 
   8:30-8:40 Break 
   8:40-9:00 Discussion of experiment. 
   9:00-10:00 Field trip related to experiment. 
 
Reading discussion day.  These classes are marked (Reading) 
 
   7:20- 8:05 Discussion of reading. 
     You MUST read the paper before class and come prepared 
     with three discussion questions. 
   8:05-8:15  Break 
   8:15-8:30 Summary 
   8:30-10:00 Work on project. 
 
On (Reading) and (Experiment) your homework is the appropriate paper or experimental instructions.  

On other days your homework consists of working on the team project and your two papers. 


