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Exchange networks are socioeconomic systems in which actors can gain valued resources by making
bilateral agreements between each other, yet, in contrast to free markets, any two actors are allowed
to negotiate and conclude transactions provided that their positions in the system are connected by
a network line. The transaction opportunity graph together with additional structural constraints, such
as the one-exchange rule permitting each actor to make no more than one deal per negotiation round,
generate the power relation which is invoked in turn as a theoretical explanation of an uneven
distribution of benefits observed in experimental networks. The aim of this course is to provide a
systematic account of network exchange theories and their experimental tests, beginning from
classical works through most recent developments. Most attention will be given to mathematical
models of network exchange systems and negotiation processes. The author's computer program
(NETAID) will be used to analyze simple one-exchange networks.

Topics

1. The concept of exchange. Understanding exchange in economy, sociology and social
anthropology. The emergence of exchange theorizing in 20th century sociology (Homans
1958, 1961; Blau 1964, 1968; Emerson 1972).

2. The microeconomic model of dyadic exchange (Edgeworth 1881).

3. Market exchange. Interest in and control over events or goods in multi-actor social
interaction systems (Coleman 1973, 1990).

4. The beginnings of network exchange theorizing (Emerson, 1972). First experiments on
network exchange (Emerson and Cook 1978).

5. The Elementary Theory of social relations (Willer 1981). Three types of social relations:
exchange, coercion, and conflict. Game theory approach to dyadic exchange.

6. The Nash bargaining problem and its solutions (Nash 1950, Kalai and Smorodinsky 1975).
Resistance theory (Heckathorn 1980, Willer 1981).

7. Graph theory basics. Graph-theoretic Power Index (Markovsky, Willer, and Patton 1988).

8. Unequal vulnerability to exclusion as a source of power (Markovsky, Skvoretz, Willer
1991-1999). Probability power indices.

9. Strong and weak power. The author's solution of the controversy over defining two varieties
of exclusionary power.

10. Bargaining models based on balancing resistance (Lovaglia et. al 1995). Predicting reward
distribution and location of transactions across the network.

11. The principle of equal dependence. Equilibrium in two dynamical systems associated with
an exchange network (Yamagishi and Cook 1992, Sozanski 1997).

12. A multiperson game associated with an exchange network (Bienenstock and Bonacich
1992, Sozanski 2006).

13. Experimental research on exchange networks. Negotiation protocol. The use of a local
computer network (the students will have an opportunity to watch network exchange



experiments in the Group Processes Laboratory).
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