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Social Network and Externality of Human Capital:
Public Firm’s bearing or Non-Profit Performance?
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Abstract

This paper investigates the performance of social network under the externality of human capital. We examine
the problem of the internalization when the externality of human capital restricts households’ production within
social network. Non-profit organizations’ production is defined here as non-profit social activities undertaken for
the formation of social network, the accumulation of human capital, and the like; Grameen Telecom, a non-profit
firm in Bangladesh, was established with a partial stake in “Grameenphone”. It is shown that if the degrees of the
externality of human capital are high enough, a public firm is not beneficial to the society, and hence the entry of
a public organization may not develop the households’ utility. The standard of living in the society will be
improved by the additional entry of a private non-profit firm when the design of internalization targets the
non-profit organizations that are operating a formation of social network similar to the “Village Phone program”.
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KFEDOGHT T, 53y MU —7 OFBOKERNERNTIRE SN HRBFEINFET LV E HOT,
HExRy hU—7 NIZIRET 2 Fet D NFBE RO N AKME R Ot v U — 7 DI
IKIEICH 2 DA ERTHLE LI, NV T7T v 2 DIFEREANEZE Grameen Telecom % 5+
Ble LTRY B, ZOXAROF TREEDOS ALK OIEEFIEED S NI K D90 NE
HIZOWTHETWVD. TNETAREARR by 7 ICHET RIS HEEL, AFTiE, oh
OO E L LoD, NWERDIHIMEZY: ) FLE Ry MU — 7 OFEOKER NI E
INDEFEET N EFHIZICHET H LT, AEEOZALRMOIFERIEEDS AT X DM
PEONEALIZOWTERT S, ()BEEOFEFHN AR OFIFICE R L CW D HEE R E 2,
Ry NU—J M EEDOR Y VT =27 IRBT HFEHDO ANHNERDOEERE L DI L — K
T 7 OBRERET D (i) U FOBHET LTI, EESEICHEL 525 NEARIZL D IE
DOINERIENEA S, THRG %2 E U CANEROREE DBy 2 KT 5 2 LN TE 0. (i)
SEREE N LT AR IR E L TA®RZE (LU T OSR]I 0 SUIR CHEE= &G FEEME SCREO
IEEFIEZE (B 2 XN 7T T v 2 OIFEFEANAEZ Grameen Telecom) DB AEIET H Z & T,
FIFRIRIE T OFE OB EBE LT, 2Ry NI — 7 EASINBIEE & D NE RO Feombd /)
IZOWNWTERT 5.

NP TT 2\ EEEBEEFSLOBTTIBMEE L TR, Wb 2881 &8 COFEA =
7HHDOT, EHHR Y NU—7 OIER, EFHY AT LAOBHIITERTH 72 &0 ) OB EFER
HERTO—RIRRTTh 5. FEE, EEEBATHIERIIIAMBEREZZELZY, B LR
WO NI E S7c. ZO X5 R T, #E4R%¥E2 7 I 7 4+ & (Grameenphone) 13,
N T IT v 2 FNICEEREMS E W IERU 2SR S5 2 LT, Ao b3 T O RA
HIRIZ L LWEHFRAT - mEOHEEZ 5 2, ENERKOBEEECETRRELLE. 773107
F ATIEEREELBMIND Z LBV, HREET L — e TEFER T 7T I

VAN A R S IR AR, FRICNAER R IR 2 IS 2 12132 O 2% % 56 U7 Aghion and Howitt [1998] D &1
RRHNBEI R D, FERFRE & A B A — =722 EOSHFIC OV TIE, BIETH AT Romer [1990]
DTSR TH 5.
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SFUTOIEERNEEIENT T IV - T LA EDODERBENRTTII LT THY, TOHBRITHE
MTHD., B I7 I UHYTITEFMBTH LR, 770 - TLaszdgie20Ll Eo e
MO DIEERBEEIENTH D, ZO®BREO T 7 I« 7 L a AX1995FIZIEE FIEEE
ANELTENEN, N7 IFF v a0fEMlkicE T Ly Y740 - Fu s T A (Village
Phone program) 7 &, BEATHUROEFFBET—E R, T —RHEICLHEHRT—E XD
AR LI A =T THD. WFELOOHDLLODNN T TT 2 o O TR, B2
FESORTFRIMEN. ZOLIRIRMTT, 7930 - TFTLaro LRFEENERSH, o
104 T4000 5 NLL EDIIAFE Z RS E N R OBEEEITEE L.

2. 0N EEEESHERY TV - ETIL
2.1 EEMR S RETITET S EARMREIZONT

ANHERNSIRET DI EEZEANT DHIC, Z0fERy T =7 NOREHFEG
(representative household) ZFXET 5. Z DIREMFFOZH u KW OHEE KA ¢, EtEE R >
N T —Z TR DKAE 5,005 72 0 FEAREN 72 K-S Fou/dc > 0, du/ds > 0, 0%u/dc? < 0, d?u/ds? < 0,
% L Climg0u/dc = oo, lim;_q0u/ds = o0& i/ T b D EET H. - PNITERE S NTIHE
T T _CRBINICHEE SN D &), EENREIRET VOREEZAWD. 2oL XE5%R%
B TERT &, ZORENZFETORIHITRAD L 12725,

(1) U(ep, selt € [0,00)) = X2, Brulcy, Sp)

FIREFEMRBE (BDH VTR Ry NI —J ITRET D EFNERE) OAEFESRIF(H, L)X, A
HBERDOERE H, L R LSR5 —RARDaT=4 75 ZBAFERKTH D L RET 5
LAy N7 ERKAE 5, D 1 EALS 720, $7abb 1 A4S0 0 NEAKYE, 578
WRefd, EPREKMEITR % h, [, y, TRT. FEERBROEESREICHEL RITTIMBER R
E(Hf) >0, E (H)) <O0CESN, WS —EOME+5. 20 L S RENFEO K
EAEPERAEITIRAD L DI D

(2) Y, =E(H{)F(H, L) = E(HY)F (Hg, s¢ly).

(B) ye=EWMH)f(he,lp).

TITEFRNL, fEary NU— 7B, ANEARER, KOS OV TLLFoREEIC
HHHLOETDH. 2L, midary NI HRICET SR EZ R LTS, £oa, & biT
T L AR B U= R OERE DR TH Y, n (I ANIEAERCET LR THY, &
Fat ORI T CTh 5. E 7B A TTHNIRR S 72 0 O ANEARER OB R4 K ek
ThbH., ZIZTHEXR Y N7 ERBES(m)IES (m) >0, S (m,) <0&§i/=L, ORIk
olI—EET 5.

4) l;=aT,m;=bT, ng = (1 —a; — b)T.
(5) S(mp)se = S(beT)sy = Sev1,  Anghy = A(1 — ar — b)Thy = heys.

2.2. MIZEREICHE T HHEOEH (Case 1)

AIEIOIRE D T T, SAEEMMIIEER &L EREM (w (THNRFH S0 &) OENDLRD
A, O KRALZK Y, FRFHIRDIH ORI ZK D, 20 L EJKFitnT v v 2 80K iE
(2B D72 I, BHEFHIR DA 20 T IR R {17, mi, ng |20} 28I L TV 5.

(6) Households:  {aj, b{} = arg maxgs ps 2 3 Xtzo B u(ct, Sp)-

(7) Productive Organizations: {l?} = arg max{lgzlgio}[E(Hf)f(ht, 19 — wtl?].
(8) lg = atT, mt = th, Tlt = (1 - at - bt)T.

(9) S(my)se = sev1, Anchy = hey, ct = welf + .

PIDTTI T RLNIT T I UT LasBEORKOERE L, BEICEWERFEMES TEA AL o
TWANY T TTVaRT AV ANDA TNV - AT 4 —T Thbd. ZOMERFO7TavR LA&REENICS
WX, Sullivan[2007]23 2 DI A FE L E DTN D.

P ZITIEETADPDBAEOEARENL, BOVICANEREZEAL TS, BIEOEEITIFERDOERD SRR
LTN5E0, ABERKOFRR, T72bb ABEROINTMEEZBELIZE 570, ZOXIBRIFEEZENTND.
WPRRIE AR BB A L= OS2V Tid Aghion and Howitt [1998]72 K 2B WD = L.



(10) Market Equilibrium Conditions: I = I§ = I}, H¢ = H,.
BAFEMBIX TGN RT 5 E&Z TS & LAEERIEZXD. 2oL ERiloREIC X
> T ANEAKEETFT G- & 72> T D O THEMRRO 7B 7 2 El IR a2 LT 5.
(11) wy = ECHE) Of (he, 19/ 91
LU b, 22 CHI@HE OB 7 L L3RR 0 Al CHRE LAMRTEDAEIC L 0, i
B Cdo 512 b 2o T AEPEMARIZ TS & L CORRE L A ELTWND.
BFEFHITIE TSI BV TRR SN D BRI S 720 G w2 T 5 & L TR RIE 2K 5.
ZDLEDTTTrVaT v L ERHRAFEBUTOSFRICL > TRTZLENTED,
(12) L = 320 B{ulcr, se) + Ac[S(beT)s¢ — Sepa] + pe[AQL — ap — b)Thy — hyyq]
+¢e[wea, T+ — ¢}
(13) lim BA;s¢4q = 0, lim Bty hyyq = 0.
2O EEEFHOMARTRALRIE O 1 SR 5 ONS TR O BTG & i 1= T R R 59 A8 FE(E
572 61F, Case 112HU DM ETOEFRELZEHTHILNTED. ZOLSHERFRY
U — 7 TR B DI oD EFITE R m A I S50, THUTF @R 0 NEAR
FRE OB n* 2 i) S/ 5 Z L THALL TV D, ZIUTRTE TRV 7T 72 2B
HHTGTOFEFNIIEL TS, R UM ZAPE L CTOAPEEMBELIZY, EEER EOT-OICH
M7z 520 1 bAG LW SRR 2 02 L L, 20X 9 2ATERRHIL I IR 2 L
7y FICET L0 AR 28Ik D,

S HERY FIT—UHBRELHMTEEDS A
3.1 AT EDS A (Case2)

BFet E K AEPEMBNIRIE L FERDIRED TIZH D & L, AHICIIEEEEHEEMMR e &N
IR ENTFEL, BRENTAER Y NV IURETARFHOIEAZE DL Z L2 EKT 5
HAR R NIRRT H D LIRET D, Lo T, ZOAMMEED BB, wRUTRLTW
HEDCKFR OB ERICTHY, ZOAMEETFIFEIORKSMEO T, £Hickirs
R OMAORIORNLZ B ET5H. ZOANEEDOHFEITHER Y T — 7 BARICET
B m B A 5 2, FFEO RSB OFE D 2R3 2 L1275, 7272 LK APEMR DR
TR RALATENIRIEI D Case 1 D7) ER LD TEK LTV 5.

(14) Public Firm: {p;} = arg maxg, = 3 %20 B u(cy, S¢)-

(15) m¢ = b, T,S(my)sy = Sey1, ¢ = Ye — Pe +Vwemy, P = peye = Vwem,.
EREOEMASITBIT DGO 2T, TORABEOEZRND P, OINAZGEL FEICLEFE
ROt Ry NU =R UE SN, TN EFIHCESIE L Vwm, O REE 2D 2 &
AEWRL TS, BETUE, ZoREREOEFTBEFEIGERRE Y NUV—2728FHLIZY, &
BRI AR 2 R SED L Tm DALY Y OB RE EFH S, SSEHNILIETL D b 2hRp9I2
BXy MU= BT D 2 LATREICR Y, m DR bE @ L CTERERED EREZ V6. 22
T, WRICARENREZEZ 527200 TY =145 L BRGNS, LUF Tl P id==
A L=/ (numeraire good) T D y, D p, i3 (T RO Bpy ) ICEL NS D ERET 5.
(16) Households: {a;} = arg maxq:= 3 X¢Zo B u(cy, Sp)-
17) G =aT,m =bTn =1—a—b)T, Anchy = heyq, ¢ = (1= p )W li + ) + wem,.
FROAHYXKEAHENS T T T aT v Lp e T 770727 v LyldkAo#Ey Tho.

(18) Lp = %20 BHulce, 5¢) + Ae[S(BeT)s¢ = Sepa] + pe[A(1 — ap — b)Thy — hyyq]

+¢c[(1 — p) W lf + 1) + wb T — ]}
(19) Ly = X2 BHulcr, se) + pe[AQ1 — ap — b)Thy — hyyq]

+¢¢[(1 = p) Welf + 1) + web, T — ]},

N

Iy

S AFETCIIEFEORAKYE, TR bbARKEZED LD & T HHBAARARNEELRE L TWDAD, ko
TS5F 2 DHEFNCH HEEEBIEEE BTTB RO/ —ATHDH LITEMUE. KFEOSIToOBRS 1L, KICH
RN EENTET DHETH 20 X 5 2IEEFIFERBOBIMSANELELEICTFETH0E 9 nE8T
b :\%k WIZHY, ZHFAN T FFY 2DEEESEEYE BTTB I T NETCORNTEED, EbITHIESN
T2t CThb.



NAEZETR B NIEF R OB LT 1 SRR LO3)AROMW S, Zh b X Tailk
FHFRIBL T 2AFFE L, Case 2 (2R DM ECOERRELZEN T 52 L8 TE 5. AifiT
EH U7~ Case | EARBITE O Case 2 DFEEMNOIROATENEOND. 72721, AKHELIFE T
KT — AOFIEZ T HERICHRT 1,2 2 LTV 5.

Proposition 1: (i) mj <mj. (i) nj <n3li > orni >n3l; <.
ZOAEEOEFFBREFLIER T Y -2 2EFE LY, BiBEERAEELSEH LT
mDHEAY VR E LFH SO T, FFFHILATL Y NI Ry FU—27 2R LIS
DT, ZhpmD EFZH7TH LTS,

Proposition 2: (i) g7 < g5. (i) g7 Sg5.

2O m*®D EFIX 0y n*OWT N ERDE ST LD T, NI A= OB EDEICL S TIEA
FIEARA by 7 ORERGVPME T T 2t b 52 L ERL TN D.

ZZC2UHEITTIRE L & D ICAEFERMENINBIEDN R % b o —KFIRD 2 7=5 7 5 ABIA R

ThHZLaBETLE, FifFmEEg) (=127 Lo Tkand.
(20) gt = BUHE HELET <s£’+1> <B(h€+1)Ph?+1l%;f> e
‘' BHHPHILT® st )\ B(h{)PRIL;™® ‘
BB 22 I IRE I 23 {1, mi, g |2 HEEHE 22 O C, LU O & 5 I iR DR LA RIS T 5 &,
IR g ( =1.2)F %KD L H 12k 5.
Q1) T/m; = M}, T/n} = N}, APT?(P+0)+p = p
(22) g7 = D/[(M)"P*O(NP] = gf.
T ZTCasel & Case2 (21T D~ ANY Y FifFEHEgrLghn s, UTFOMEREONDS.
Proposition 3: g7 = g) & (M3/M;)°®+%) = (N;/N;)P.

CORRITEESRMEEZRET 2012% L TR REZRET Dp N Ko RKEVWGAEII
97 > gGIHOL LS Z L ERLTWD. 2O XD ICHENRARETH- TH, MO/
FAET 255G 30T U AR R NEM LA R CERWZ R0 D . £, MBS FEEL
RNGE, TRbbp=0 D& X|Zgy = g BAALL, ZTOAEDOSANT—ANY Y FTMEERE Y
F L2 (Corollary 1). AMHMHENRTFE L2V E XITIE, TRERIETIARERS AT HEHEN
<720, ZSAOBEBEERNMAET 572 061E, ZHITADOMEEZAEANT.

2 CHRZEFT OB FE T MTIB W TEFE R S0 BB (¢ & s, DI
Hraly) THDLEMEL, EFHOPHIILTOLICKT LN TE D,

(23)  U(ce, s¢lt € [0,0))

= T2 Btulce se) = Li2o B{ulco, So) + log[(S(m)?*P Ani ) An;"* ]}

= p(co,50) — N2 Bllog L — 32, Btlog [M; 7PN Y.

FERO XS IcRkT L, BFFHOPAKEDOETELEOANE &5 2HIZEVIRET D050 5.
ZZTCasel & Case2 L35 L, LFTOFRFANDELND.

Proposition 4:

w a(Ba+p) N\ ap+y s\ a(1-0)(1-B)/B
Us (cerselt € [0,0)) = Up(ceselt € [0,00)) & (:—) z (Z_) (2_)

ZOFERIT, ATBOFTHAREE & FRSEIGRE OINRIENFET 258121307 L s Ak EZ
BELRWEANS D ZEEERL TN D, ETAMBENGFELRWER, T7hbbp=0 0L X
(\ZU;(cp, Se|t € [0,00)) & Uy(cp, S|t € [0,00)NELL 72D, ZDEEXABEOBRNIEFZIHOMA
KUER 22 L72\ (Corollary 2) .

3.2 REIDIEEFLEDEMBIS A (Case 3)

S LU T, RO BN E W50, BPlxiEa =477 2B ks W, LLFO
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ATER & [FERDARE D T T, FAEFEMRMEOFMEE RALATENZ DWW TIRT) XA V5. Bifi OfE
LR D RE, REAOIFEREEDEMNSANGIET LI ETHDH. ZOIFEHFEIEMEBRITT
DRy NT—=27 0BT HEFHOEAEZED DD, NEREHICET DR n, 1T E %
bz, #FZ5t0OR By OB EB L CHHKED ERZX 5. LUF, LB L XT3N fEtL
FEEFEEOEIIZEXIRT-P ENEFLTND.

(24) Public Firm: {pf} = arg max,p e Y20 Btulce, st).
(25) Non-profit Firm: {p}} = arg maxg,n e | Y20 Btulce, sp)-
(26) my = beT,S(My)S¢ = Se41,Ct = Ve — Pf - ng +Vwem; + Wheyy,

PtP = PEYt =Vwym, PtN = p?’)’t =Wheyy.
HTE CIIPT G O AEFESRMOBE SO T CTABENMEME P, TIHBT —E X 24632 L IRE L
DS, REICIXARENPE, EEFEEIIPYN TCHEA2DOY—ERAERMEL, =2 AL —NVUTH Dy,
DFRpP 5y EFpN FICFE LWL DO ENET D, R EMHEIZT 572018, A& Rk —
FHOVOREFEEL TV =195, 20L& ERXOETLEHANVD L EFit o AR TENT K
AD XI5,
(27) Households: {a;} = arg maxq: = 3 X¢Zo B u(cy, Sp)-
28) lf =a,T,m; =b,T,n; = (1 —a; — b)T,An;h; = hyyq,

Ct =Yt =Pt Ve — PO Ye + Vwemy + Whe .

EHRELVEFZHOHERILE B E T 22 EITMMEP,, T70bbk#Epl OBIEIZ L > Th,
EEALEE, EIEEFIEEIMEPNIC L > TARNEREEDOKME h IZEEEZHEXH5DT, Z
NEFTE & U TEFFHIAA SR OFE S 2179 . AEEORKIUITE®E R T 7770V aT
> Lp EHEERNBEORKATE Z KA pN Ik o@E Y Th b, 72721, EEFEEIZOWTITK
IMEATENZ L L T D
(29) Lp = X¢Zo BHulcr, 5¢) + A [S(beT)se — Seq] + ue[A(1 — ap — b)Thy — hyyq]
+@¢[ye = DEYVe — PEYe + Web T + Wheyq — ¢}

(30) pl = min {522, tlog L;** ™7 + 5.2 flog [M; 7P N,
IDEETITTUTaT LI TDO L DI b,

(B1) Ly = X2 BHu(ce, st) + ue[A(1 — ap — b)Thy — heyq]

+oe[ye — pf}’t - péVYt + web T+ Wheq — ci]}.

ZOLERIEITHEH L/ Case 1 & Case2 DFERE T 22 LT, UTFToOMENSELND.
Proposition 5:

() NBBAREFREKAE by 2BET 2 REOIEZFIEENBEMSA L THEREPN OV — X 2 #lt
T57251E, Case2 D— A4V FIFRERNLHEIN, g) <gyMBBLL TIN5,

(i) NPIEARZEFREKYE by 2 EET DIEEFIBEINBEINS A (Case3) X, Case2 \ZHIT D455
DA YEEZ YE L, DL XUy(cy, s¢|t € [0,0)) < Us(cy, s¢lt € [0,00)) AL TN 5.

PLEORERIE, RifiD Case2 O X 9 RAREDS NI X - TRAET DMK EERHS % » b
T — 7R OKAENG I HIRFEZ PTG & LT, IEEFEENEBMSA L CHE) it T — X
LT B2 DX EICUE R RE K ERTFET D L 2R LTS, BRI AL TWVHAEE
WZxt LT 7 s AR 7 D HIE 8 2 FF > TN D 2 23, Z OFER A FAE X 2 ERIT /2
STW5'. HiffiomEL FEROMEZ WS &, UTORMNMELN5.

Corollary 3: AMAPEDFRE N KX W2 DIZABIEFHED S ANIZ K o THMEKESCT) K HE N UE S
NZ2WHAETH (7205 Case 1 IZBWTgy > gy BROL LTV 5), Case | OFFfFaR 020
IKHENR L FATRER, FEEFIEED R T 2V — B XA DMPNBMFET 5. Thebbyg) < g7z

T RPN RTZER], N T T7F3 2D T I 73 0%, INGERTEZEHICENEETHLT L) —LETT
SVERATOIREFEANMBE 7 Z I - T La st oRREETHD. BEMICIE, ARIOBESR Y NT—2 %5
ALTWRWT I - TLasBnrsrsIvrryry (FENIET V=) o7, ReEREICHEAL,
SRR BEIBE — X 2T, BRI TEREL TS, Bty FU—2 2R TAT L — VT EREET
HY, AEEEFEMTIEFITERY. LLAERS, OISR LI ICEFeFoLEKkEEDON Ea2E 2 7
BA, E%&Z v b= DRAEZRACENEFIMETHNT, ZOFREHEEOCHFEIT - BRWEIELE->Z
LT b.



TPNBFET D.

FREORERIE, BRI ABEOSANES TH Y, Case 1 DIREOUENNE/2LGETH, B
WA EN H 70 B FEAMHR (2 Z TR OIFEFIEZE) DENMPICSATHZ L ClESND
REMERH D LERLTWNAS.

4. 5HYIC

NSRRI OIEEFICEDOBAILLY 20500 — A% E L, Pk, AFEARAZ K
I DRERL O R Y MU= ERKEOEFIREL T 5 &, Ik (H2DWIEFEFO
HHKYE) OBEEND, 22Xy N =7 OFBKENMET D —ANGFEETDH. KAKROBEM
Thsn HNEEZRNEE L, Sk zX5 Ly 235 & T 5 AMNEENBEAN /2l % 5K
ITLIEHE THAES Ry N U —7 OIEBKEN B/ (HDHWIHIEK) 12720155, ATV
RFEIL, N T T7To 20X D ITAREREOREIZ L » THE R Y N U —7 O MEKEICE
D, TOFE, FHOEFEKEOHREREZETSETCLEIFr—A2EATNS, 0L X RH
DIEFEEOBNITHEE R Y NT—7 OEKEEE NHERA ~ v 7 OERKELZSEL, &
FHOMEREREZ LR S5 —2ANFET D, 208 RO ENMEFON D DX, @bk
a2ty MU —7 OBKEREAET D — A ERICERV K2 5 L 912, BFET LVNICH
FICTFET DA EAZREL TV DEINOLTHDH. Tk, HFHRLOE%RTSH E AN, @M
IERIGE L AT LERRTH 2 L ICH DR HLIEEFE, SEEOHMER « AX AN IAET D
MR T Db Az, £, BT TR L ICERIGED X PO TIRtEES Ry b U
— 7 DK AEC IRV A B % | 2 E TUL RSB SEE R 2 ATREME N & 5. Afa Tldy
VINRTETHEINTWDN, ZOX D RPN EHRTHE R BIE, Xy U —27 K
E NBBEARERE D MIT DFEHIE S DEL A2 REIET A%, ZHvE TUL RIS SRRk o
LB Z iz s.
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