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THE ECONOMICS OF FUN:
BEHAVIOR AND DESIGN

Interlude: What’s Happened to Reality?

The commercial, political, and legal considerations of the last two chapters
showed how ordinary notions of reality get warped once the synthetic world
appears. At first, you might have said that the things on the Earth are real and the
things in a synthetic world are not. Then you notice that money in synthetic
worlds has all of the features of money outside synthetic worlds, and this fact
(plus the political and legal validations that synthetic worlds receive) makes you
conclude that everything is real, both inside and outside the membrane. And this
is well in accord with the views presented in chapter 2, where play theorists were
said to view daily life as having elements of play, and where media psychologists
were said to have shown that treating events in the synthetic world as real is all
but involuntary. But then in the last chapter, when considering the effects of
commercialization on synthetic worlds, I gave arguments for keeping the mem-
brane as solid as possible, lest crass market forces erode the precious fantasy
atmosphere. But if everything inside and outside is equally real, how can there be
any fantasy atmosphere to protect? Isn't it inconsistent to claim that events inside
a synthetic world are real, but that they are also unreal?

Well, no. It’s just that the word “real,” handy as it is in some contexts, is not very
helpful here; the meaning of this word truly does have to be warped to capture
the complexity that synthetic worlds present. Synthetic worlds are both real and
unreal. They are real in the sense that they matter to people. They are also real in
the sense that the institutions we find within them can be traced back to very
ordinary human impulses. But they are unreal in the sense that the resulting pat-
terns of behavior there are potentially different from those on Earth. Consider
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cex, for example. Sex in synthetic worlds is real; the courtship is real, the passion
is real, the orgasms are real (Dibbell 1999; Taylor 2002). Institutions like dating,
ft-giving, and marriage are also real. What is not real, in the sense of being not
things in daily life, is the fact that by switching avatars, you can have sex in all
ar quadrants of the human pairing possibilities graph (M/F, E/M, M/M, and
with the same partner. This variability in avatar-mediated pairings may be a
thing or a bad thing, but it certainly is a new thing, and we have no idea
t its long-run consequences may be for human social relations.' There is no
ion that it forces us to enter into a whole sequence of very complex rethink-
which can be very disorienting.” But while this rethinking is going on, it
d be a shame if something were to happen at this early stage—say, a regula-
that no one can use an avatar with a gender different from that of their Earth
‘body— that makes this new form of behavior disappear. Therefore we should be
that our awareness of the realness of things inside synthetic worlds does
cause us to treat them so much like daily life on Earth as to destroy the un-
ealness they also exhibit. The membrane is porous, but that does not mean we
should puncture it willfully or remove it completely.

In chapter 2 | warned that synthetic worlds were, in a sense, play spaces and
nonplay spaces at the same time, and that this level of complexity would be nec-
¢ to hold on to throughout the book. Here in part 2 we begin to see the prac-
tical consequences of failing to hold on to that complexity. If we think too simply,
we perhaps think of synthetic worlds as a meaningless fantasy land and assume
that no one in their right minds would care what is happening there; and then a
all, energetic company like IGE comes along and grabs the first niche in what
t become a massive and lucrative market. Or, being too simplistic in the
r direction, we think of synthetic worlds as just an extension of daily life and
me that no one in their right minds would fail to see that everything is real
there; and then judges start handing down opinions by which a game company is
liable because Ozgord the Ogre stole $200 worth of virtual gold pieces from
dan the Midget. Either/Or thinking does not work here. The phenomenon
ires some subtlety in treatment. We need to be able to make astute moves like
SE’s without bringing contemporary tort law into Middle Earth, where it most
‘certainly does not belong.

" The subtleties required will eventually be incumbent on professionals in many
disciplines, but given that my highest degree is in economics, it is there that
T'would like, at first, to consider what those subtleties might entail. In fact I think
the economic activity inside synthetic worlds is an especially revealing case of the
‘warping of the word “real.” | am certain that one could write similar cases for
other disciplines and phenomena (and I imagine those cases will be forthcoming
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eventually), but in this chapter I would like to focus on the very ordinary, and yet
the very extraordinary, economic forces that synthetic worlds produce.

There is one other reason to focus on synthetic economies at an early point: the
economy is in fact an integral part of the fantasy. Nothing makes a world feel
more alive than an active market system. Developers seem to recognize this, With
very few exceptions, every synthetic world has a set of user institutions, game
mechanics, and Al systems that collectively constitute an economy. Most worlds
tout the existence of an economy as an important selling point: “This amazing
new world has an entirely player-driven economy, where items you find or make
can be bought or sold to other players! You can be a merchant if you want; buy
low and sell high, and you can make yourself rich!” Once the world is launched,
discussions of the economic system often occupy center stage in the game and on
discussion boards. Indeed, because of the critical role that prices and wages play
in the fantasy, there seem to be as many self-proclaimed experts on the economy
as there are players.

Among these interested users, it's quite common to read that a world’s economy
is “broken,” although that judgment is usually based on a misconception of what
an economy is. Economists would prefer the following language: “The economic
conditions of this world are not what [ want them to be.” And certainly, compara-
tively few of the economies in the current group of MMORPGs seem to operate in
the best way. There seems to be a knowledge gap; it seems to me that adhering to
a few simple doctrines would make the economies function much better. It’s arro-
gant to say that, of course, since I've never developed a virtual economy myself.
I recognize that | am explaining to the islanders how to cast their nets. Consider
the arguments I present as food for thought, then: the honest opinion of an out-
sider who has thought a great deal about economics while spending a great deal of
time online. It’s not that I sought out synthetic economies to study; synthetic
economies just exist, everywhere, in the games I play. Indeed, despite the pride
with which marketing departments proclaim the existence of a real economy in
the worlds they are promoting, it is very hard for me to conceive of any persistent
community of people that would not have an economy. I don'’t think it's possible,
as a review of some basic economic principles should help make clear.

What Is Economics?

Synthetic worlds are so complex that it’s necessary to start at the beginning, with
basic definitions. Economics is usually defined as the study of choice under
scarcity. The idea is that any human being has desires, and that these desires can
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aever be fully satisfied with current resources. Resources are scarce, and that
hm:cs us to choose where to allocate our resources so as to obtain the best mix of
desires that we can. The problem of choice under scarcity is not some rare con-
dition, it is in fact inherent in our physical natures. If the amount of food in the
Ririd tripled or quadrupled or grew by 100,000 times, food would still be scarce
ecause it would still have a positive price. That price might be low—one mil-

th of a penny—but it would still be positive. And that means that every
heeseburger 1 eat is going to reduce the resources I have for other things. I will

and play, while my desire to eat and drink and wear and play is virtually lim-
Indeed, time is perhaps the ultimate scarce resource. We only live so long.
K\n had one million Earths, we still would not be able to do and have absolutely
everything we can imagine. No, we would have to choose how our time is allo-
ted. That’s what economics involves—not money or markets per se, but con-
. ed choosing.
~ Like the rest of us, users of synthetic worlds have to choose how to allocate
their time. They have to decide what worlds to visit, and, once in the world, they
ve to decide how much time to spend doing different things. It’s part of the
deal we all got when we became human beings. Thus, choice under scarcity hap-
‘pens whenever a human decides what to do. The economy “happens” in that
moment. In other words, every synthetic world has always had an economy, with-
out exception.

~ In fact it would be impossible to design a synthetic world without an economy.
If you create a 3D space with things to do and then admit people into it, economic
decisions will be made. The mere fact that the developers have put gold pieces and
into the world does not mean that they have created an economy; it was
al there. And the mere fact that gold pieces aren’t worth what they used to
be, or that the price of something has gone up or down, never means that the
economy is “broken.” The evolving lattice of individual choices is just having an
effect on things; the numbers by which we observe the economy are changing, but
the economy is always existing and functioning like a genuine economy. The
‘economies of these worlds, as a matter of fact, are not just “functioning like a gen-
'~ wine economy”; they are a genuine economy.
Much of the confusion in discussions about economic topics stems from com-
‘mon misunderstandings about what an economy is and what it is not. Among
“users and developers, a great deal of energy is expended discussing things that are




















































