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Abstract: Starting from the concept of social network this paper interprets its meaning different meas—
ure methods and the impacts on the microeconomic behaviors. Specifically as a kind of social capital social
network plays important roles in smoothing consumption increasing investment and financing promoting em—
ployment reducing poverty and improving income distribution because of its advantages in sharing informa—
tion providing guarantees and sharing risks. Also as an informal institution social network can compensate for
the defects of the formal institutions in resource allocation. More importantly the gradual development of for—
mal institutions ( such as the formal financial system democratic elections) may weaken or strengthen the im—
pacts of the social network in its former structure.
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