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Course description

e Welive in a connected society, and these connections can have a huge impact on our lives.
With the rise of social media (Facebook, Twitter, etc), it has become clear that social
networks can influence what we know, what we buy, and how we vote. However,
connections (or networks) have always been influential to our lives. For instance, it is
common knowledge that personal connections (Social Networks) matter in finding
jobs. Similarly, the financial crisis of 2007-2008 was driven by connections between
banks (Financial Networks). And finally, the global economy depends on trading
connections/relationships between countries (Trade Networks).

e This course provides an introduction to the Economics of Networks. We will consider
how network structures impact behavior, which network structures are likely to emerge
in a society, and the overall influence of various networks on economic and social
outcomes.

e We will mainly focus on theoretical parts of the literature; however, this field began
mainly theoretical, and so we will be able to cover many of the seminal papers.

Course requirements, grading, and attendance policies

e Course prerequisites include Game Theory.
Knowledge of Graph Theory is a plus but not required.
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e Course grade will be based on presentations (30%) and a paper proposal (70%).

o Each class (except the first class), we will have a seminar style presentation.

=» One student (the “presenter”) will present a paper from the syllabus (50
minutes). Both the presenter and the paper are pre-selected by me.

=>» After the presentation ends, [ will randomly select one student (the
“discussant”) to evaluate the paper by giving pros and cons (15 minutes).

=» Then, we will have a chance for the rest of the audience to give their opinions
(25 minutes).

=» During Tutorials, TA will go over the technical aspects of the paper in more
details.

*GRADING: For every performance, you can receive “Bad”, “Good”, or “Excellent”.

Grade will be based on your weighted average performance as the presenter and as the
discussant, where 50% weight is on your average performance as the presenter and 50%. weight
is on your average performance as the discussant.

If you are never selected to be the discussant, then all the weight goes to your presentations.

If I randomly select your name to be the discussant and you are not in class, you will receive
“Bad”. So if you are unable to attend a class for a valid reason, then please let me know ahead of
time and [ won’t select you to be the discussant that day.

o Paper proposal should provide a clear motivation, some preliminary results, and
discuss potential contributions to the literature.
=» Students are free to choose any topic from the course contents below.
=>» For the first 7 lectures, we will present papers highlighted in yellow below, and
then [ will select 7 more papers based on preferences of the students. So you
will have the opportunity to select papers that are closely related to your
research proposal idea.

*GRADING: your grade will mainly come from convincing me that you have a clear direction for
the project; that is, your motivation is valid, your results are plausible (you don’t necessarily
need to prove everything, but have clear conjectures), and that your contributions to the
literature are valuable.

Textbooks

e Jackson, Matthew 0. 2008. Social and Economic Networks. Princeton: Princeton University
Press.

e Goyal, Sanjeev. 2009. Connections: An Introduction to the Economics of Networks.
Princeton: Princeton University Press.

Course contents

Topic 1: Introduction to Networks

e Measurements - neighborhoods, clustering, centrality.

o Jackson (2008), Chapters 1 to 3
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o Goyal (2009), Chapter 1

Topic 2: Network Formation

Random Network Formation

o Jackson (2008), Chapters 4 & 5
o Watts & Strogatz (1998)
o Jackson & Rogers (2007)

Strategic Network Formation

Jackson (2008), Chapters 6 & 11
Goyal (2009), Chapters 7 to 9
Jackson & Wolinsky (1996)

Bala & Goyal (2000)

Safi (2022)*

O O O O O

Topic 3: Games Played on Networks

Peer Effects

Jackson (2008), Chapter 9

Goyal (2009), Chapter 3

Ballester, Calvo-Armengol, and Zenou (2006)
Belhaj, Derorian, and Safi (2023)*

©)

O O O

Public Goods

Jackson (2008), Chapter 9

Goyal (2009), Chapter 3

Bramoulle & Kranton (2007)

Bramoulle, Kranton, and D’amours (2014)

©)

O O O

Topic 4: Networked Markets

Labor Market

o Jackson (2008), Chapter 10

Goyal (2009), Chapter 6

Montgomery (1991)

Calvo-Armengol (2004)
Calvo-Armengol & Jackson (2004, 2007)

o O O O

Goods Market
o Jackson (2008), Chapter 10
o Kranton & Minehart (2001)

Financial Market

o Jackson (2008), Chapter 10

o Elliott, Golub, and Jackson (2014)

o Acemoglu, Ozdaglar, and Tahbaz-Salehi (2015)

International Trade Market
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o Jackson (2008), Chapter 10
o Goyal & Joshi (2006)

Topic 5: Other Influences of Networks

e Learning and Information Aggregation
o Jackson (2008), Chapter 8
o Acemoglu, Dahleh, Lobel, and Ozdaglar (2011)
o Golub & Jackson (2012)

e Informal Borrowing
o Karlan, Mobius, Rosenblat, and Szeidl (2009)
o Jackson, Rodriguez-Barraquer, and Tan (2012)

e Collaborations as a Technology

o Goyal (2009), Chapter 10
o Goyal & Joshi (2003)

Academic integrity policy

Cheating, plagiarism, and any other violations of academic ethics at NES are not tolerated.
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