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Face-to-Face Communications and Political Feasibility: An Analysis Based on Social

Network Theory

Yuki OHIRA , Hiroki MATSUI and Toshimori OTAZAWA

In this paper we extend Helsley & Zenou (2014)’s social interaction model and consider traffic congestions. Focusing on
negative congestion externalities and positive communication externalities, we define the first-best congestion tax and
subsidy on interactions. Since the first-best tax and subsidy policy could be difficult to implement because of difficulties
in collection of information about social networks, we propose a second-best price scheme, in which informations about
social networks are not required, that globally implements the social optimum. Our implementation analysis relies upon

a potential game.
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