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Cournot Game with Network Formation
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Abstract

The formation of links among players benefits the related economic agents.
Simultaneously, it has various impacts on other economic agents. Here, we assume that
economic agents, who are supposed to play the Cournot game under a given network
structure, form the most advantageous networks. However, we also assume that it takes
two agents to form a link and a single player to sever a link. In a Cournot game with
such a network formation, the convexity of the game plays an important role. In a
four-person game the perfect graph (all agents are linked to each other), and the one
with three agents linked together and the last one being independent, becoming stable
networks. Moreover, a case is shown where a cycle including a triangular network with
a tail (one agent is linked to one of the three agents that are linked to each other) can be

generated.
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