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Introduction

How did he �nd this job?

German: "Er hat den Job durch Vitamin B bekommen"

Spanish: "Tiene enchufes"

Italian: "C�ha dei santi in paradiso"

Greek: " Eχει µπαρµπα στην Koρωνη"

In other words, he has connections
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Main Idea

Search in the labor market involves acquisition of information
about available jobs

Social networks! important source of information for job
seekers

Aim of this paper: investigate the importance of network
e¤ects in the labor market using direct information on
social interactions
Panel structure of the data! avoid Manski�s (1993) re�ection
problem
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Theoretical framework

Studies that emphasize the role of the employment status of
the contacts in a network:

Mongomery (1991), Calvó-Armengol (2004), Calvó-Armengol
and Jackson (2004), Bramoullé and Saint-Paul (2009),
Galeotti and Merlino (2010).

Employed network members
1 receive info about vacancies that they do not need for
themselves! pass on to their unemployed contacts

2 are generally better informed about employment opportunities
available in the market

3 may directly provide job referrals to employers
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Empirical Literature

Using indirect information on social interactions

1 self-reported information about the use of contacts while
searching for a job (Loury, 2006; Pellizzari, 2010)

2 geographical proximity (Topa, 2001; Weinberg et al., 2004;
Bayer et al., 2008; Hellerstein at al., 2008; Schmutte, 2010)

3 group a¢ liation (Cingano & Rosolia, 2006; Dustmann et al.,
2010, Munshi, 2003)

4 family networks (Kramarz and Nordström Skans, 2009)
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Data

BHPS 1992-2003

even-numbered waves: info on 3 best friends: gender, age and
employment status

relate employment status of friends at wave t to the
employment transitions (no employment!employment) of
BHPS respondents between waves t and t + 1

select individuals aged 18-65, not in full time education at any
even-numbered wave, whose 3 best friends also belong to the
same age range

select those not employed in the survey year and whose
employment status in the subsequent year is observed
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Summary Statistics
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Results

Pr(Ei ,t+1jEi ,t = 0) = F (X´
itβ1 + δNEFi ,t + ui )

Presentation by E¤rosyni Adamopoulou Friends�Networks and Job Finding Rates



Results
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Possible Mechanisms

1 Information transmission (" NEF) " wage + stability)
2 Peer e¤ects and social norms (" NEF) # reservation wage,
# life satisfaction)

3 Leisure complementarities (" NEF) # reservation wage,
# leisure satisfaction)
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Conclusions

Evidence that employed friends increase the probability of
�nding a job

+1 employed friend) " Prob(�nding a job) by 3.7 percentage
points
having all friends employed compared to no employed
friends) greatest e¤ects

More employed friends

) wage gains + more stable employment
no e¤ect on satisfaction

) evidence that social networks operate through the
information transmission mechanism
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