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“This study documents that the abnormal stock returns are negative before
unscheduled executive option awards and positive afterward. The return
pattern has intensified over time, suggesting that executives have gradually
become more effective at timing awards to their advantage, and possibly
explaining why the results in this study differ from those in past studies.
Moreover, | document that the predicted returns are abnormally low before
the awards and abnormally high afterward. Unless executives possess an
extraordinary ability to forecast the future market-wide movements that
drive these predicted returns, the results suggest that at least some of the

awards are timed retroactively.”

29MWY Y9 DYIP ,NYONN P20 INK MPNNNY ND IWR 7NV ININRD IPNN

“....Finally, at the firm level, we estimate that 29.2% of firms manipulated
grants to top executives at some point between 1996 and 2005...."

' Lie (2005), "On the Timing of CEO Stock Option Awards", management science, pp. 802-
812.

*Lie E. & Heron R.A. (2006), "What fraction of stock option grants to top executives have
been backdated or manipulated?".
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An information cascade or informational cascade is a situation in which
every subsequent actor, based on the observations of others, makes the
same choice independent of his/her private signal. In an informational
cascade, everyone is individually acting rationally. Still, even if all
participants as a collective have overwhelming information in favor of the

correct action, each and every participant may take the wrong action.

A little bit of public information (or an unusual signal) can overturn a long-
standing informational cascade. That is, even though a million people may
have chosen one action, seemingly little information can induce the next
million people to choose the opposite action. Fragility is an integral
component of an informational cascade. There are two key conditions in an

informational cascade model:

1. Sequential decisions with subsequent
actors observing decisions (not

information) of previous actors.

2. A limited action space (e.g. an

adopt/reject decision).
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We have addressed these issues by conducting a global, Internet-based
social search. Participants registered online and were randomly allocated
one of 18 target persons from 13 countries. Targets included a professor at
an Ilvy League university, an archival inspector in Estonia, a technology
consultant in India, a policeman in Australia, and a veterinarian in the
Norwegian army. Participants were informed that their task was to help
relay a message to their allocated target by passing the message to a
social acquaintance whom they considered "closer" than themselves to the
target. Of the 98,847 individuals who registered, about 25% provided their
personal information and initiated message chains. Because subsequent
senders were effectively recruited by their own acquaintances, the
participation rate after the first step increased to an average of 37%.
Including initial and subsequent senders, data were recorded on 61,168
individuals from 166 countries, constituting 24,163 distinct message chains.
More than half of all participants resided in North America and were middle
class, professional, college educated, and Christian, reflecting commonly
held notions of the Internet-using population.

: (MOY-MWITAN) MPNIN PPHRN IPNOIN NP

We report on a global social-search experiment in which more than 60,000
e-mail users attempted to reach one of 18 target persons in 13 countries by



forwarding messages to acquaintances. We find that successful social
search is conducted primarily through intermediate to weak strength ties,
does not require highly connected "hubs" to succeed, and, in contrast to
unsuccessful social search, disproportionately relies on professional
relationships. By accounting for the attrition of message chains, we
estimate that social searches can reach their targets in a median of five to
seven steps, depending on the separation of source and target, although
small variations in chain lengths and participation rates generate large
differences in target reachability. We conclude that although global social
networks are, in principle, searchable, actual success depends sensitively

on individual incentives.
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When passing messages, senders typically used friendships in preference
to business or family ties; however, almost half of these friendships were
formed through either work or school affiliations. Furthermore, successful
chains in comparison with incomplete chains disproportionately involved
professional ties (33.9 versus 13.2%) rather than friendship and familial
relationships (59.8 versus 83.4%). Successful chains were also more likely
to entail links that originated through work or higher education (65.1 versus
39.6%).



Men passed messages more frequently to other men (57%), and women to
other women (61%), and this tendency to pass to a same-sex contact was
strengthened by about 3% if the target was the same gender as the sender
and similarly weakened in the opposite case. Individuals in both successful
and unsuccessful chains typically used ties to acquaintances they deemed
to be "fairly close." However, in successful chains "casual" and "not close"
ties were chosen 15.7 and 5.9% more frequently than in unsuccessful
chains thus adding support, and some resolution, to the longstanding claim

that "weak" ties are disproportionately responsible for social connectivity.

M. S. Granovetter, Am. J. ¥ N2IWNN INTIAYA NNWYRID NDY 7"OIWON DY9YP” DY RYDN
NYIA WIDN ,IINNMOPN NNON L, NPNNTIN 0D wNmN ov ,Sociol. 78, 1360 (1973)
DXVIN DY DIVP WON ,DOWONN DMIVPA XPNT N7 NN DMON NP NPNIAND
95V 929 N0 NN NI DTN OMNNN DXAIPN DIINN 1PV ,D11PN 1IN DINY

SNKRD NN 20D PN PIAND TN

NYY MAN5 DY D NPNIAN MNYI DY IPNNY TNPNI NIVN NN MPON 0I5
MNNVN MAND NIANA P M¥NNNY 91D 1N NIAN HY MHANN MHIANY NN ,0¥NVPITN
.DNIPNYN DY MZNYSNI DIINNN NN D) 2V PIAND ¥ .NYIN HY

:(MSW-NWITNN) IPNNN NS

Our results therefore suggest that if individuals searching for remote targets
do not have sufficient incentives to proceed, the small-world hypothesis will
not appear to hold but that even a slight increase in incentives can render
social searches successful under broad conditions. More generally, the
experimental approach adopted here suggests that empirically observed
network structure can only be meaningfully interpreted in light of the actions,
strategies, and even perceptions of the individuals embedded in the
network: Network structure alone is not everything.
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Electronic databases, from phone to e-mails logs, currently provide detailed
records of human communication patterns, offering novel avenues to map
and explore the structure of social and communication networks. Here we
examine the communication patterns of millions of mobile phone users,
allowing us to simultaneously study the local and the global structure of a
society-wide communication network. We observe a coupling between
interaction strengths and the network’s local structure, with the
counterintuitive consequence that social networks are robust to the removal
of the strong ties but fall apart after a phase transition if the weak ties are
removed. We show that this coupling significantly slows the diffusion
process, resulting in dynamic trapping of information in communities and
find that, when it comes to information diffusion, weak and strong ties are

both simultaneously ineffective.
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Non, Marielle C. and Franses, Philip Hans, "Interlocking Boards and Firm
Performance: Evidence from a New Panel Database" (March 29, 2007).
Available at SSRN: http://ssrn.com/abstract=978189

:TPMOOYM DAMYN DXNVPPT DY NYNNN NIPO)

“There are several views on the origin and effect of interlocks, see Mizruchi

(1996) for an extensive review. Here we mention four well-known views.
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The first is that interlocks are a way for firms to coopt and/or monitor each
other (Dooley, 1969 and Mizruchi and Stearns, 1994). The second view
states that interlocks provide firms with information on business practice
(Davis, 1991). The third is that interlocks merely reflect upper-class
cohesion (Useem, 1984). And, fourth, the recently put forward busyness
hypothesis of Ferris et al. (2003) states that multiple directorships place an
excessive burden on directors (see also Fich and Shivdasani, 2006). The
first two views predict a positive influence of interlocks on firm performance.
In contrast, the busyness hypothesis predicts a negative influence on firm
performance. Finally, the effect of interlocks can be either positive, negative
or neutral when interlocks reflect upper-class cohesion. So, only the upper
class cohesion theory and the busyness hypothesis can explain a negative
effect of interlocks on performance, the other two views predict a positive
effect.”

: N DNIPON

“In this study we explored the effect of interlocks on firm performance for
The Netherlands during 1994 to 2004 while using a new and detailed panel
database. We find a small negative effect that occurs with a lag. There are
two hypotheses that could explain a negative effect, and these are the
busyness hypothesis and an upper class cohesion hypothesis. We find
empirical support for both hypotheses. Firms with more busy directors on
their board perform worse, supporting the busyness hypothesis. For the
upper class cohesion hypothesis we find that there is an optimal
percentage (20%-40%) of upper class directors in the board. We believe

that these findings have strong managerial implications.”
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Lu Hong and Scott E. Page Groups of diverse problem solvers can

outperform groups of high-ability problem solvers PNAS 2004 101: 16385-
16389

;2PN

The main result of this paper provides conditions under which, in the limit, a
random group of intelligent problem solvers will outperform a group of the
best problem solvers. Our result provides insights into the trade-off
between diversity and ability. An ideal group would contain high-ability
problem solvers who are diverse. But, as we see in the proof of the result,

as the pool of problem solvers grows larger, the very best problem solvers

must become similar. In the limit, the highest-ability problem solvers cannot
be diverse.
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NPY N, OIVPNOVPIPT DY NDAPN NDIVI YT DY,/ IPPWN INND MDISY NPY ) 1OD)

.NIND 0 INND MDY, MRNIYNM NP2

5¢ NOMWYNN NNNIN 9PN ,ININRY INY ,DMPYW HY XKPNT 80 90N yn 9pnn
;227NN DYRNIVNN DDTIPON MIAPYA D) ,MNINKD 0NIYIA D DYNP ,TI) .0NVPIPT
NI NNNS DN ONPNVPIPT 190N MINT 12 OXNIVNN DMNVPIT DY NYIND NNNID

NIVN NOVPPT DN OIPNVPPTN

INTERLOCKING BOARDS 5w nyoainn » ,nt Apnn %9 Sy minab ;NN NN WH
SOTHND HUNKDY HY PRI TN DI NN NYIND NOM)

: (OY-NWYTNN) DNYVHA

We study changes in board characteristics in U.S. public firms between
1997 and 2003. During that period boards become smaller and more
independent, there are fewer cases of interlocking directorships and a
decrease in multiple directorships. We also find changes in director
background: an increase in the number of directors with financial
background and a decrease in the number of directors with industrial
background. Some of the changes occur already between 1997 and 2000.
However, we find larger changes between 2000 and 2003, in conjunction
with the corporate scandals and the new governance rules. We find little
change in the financial stake of independent directors and in separating
CEOs from the chairman position.

Chhaochharia, Vidhi and Grinstein, Yaniv, "The Transformation of US Corporate 14

Boards: 1997-2003" (May 2004).
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Fich, Eliezer M. and Shivdasani, Anil, "Financial Fraud, Director

Reputation, and Shareholder Wealth" (April 17, 2006). AFA 2006 Boston
Meetings Paper Available at SSRN: http://ssrn.com/abstract=687412

2 DMNVPITA D) PAT ONON ,D092 YYOY MIINA MY NPNIN NYNIN DY WasN
:DNVYHL .DXNIVN DN 1N MINK MI2NY 05T

“We show that a contagion effect exists for financial fraud through the
board of directors. Firms that share directors with other boards accused of
fraud are more likely to face fraud allegations themselves. When a firm
faces a fraud class action lawsuit, other firms that employ outside directors
of the defendant firm also experience a significant decline in valuation. Both
these effects increase with the severity of the fraud allegation as measured
by subsequent SEC enforcement actions and settlement amounts. The
valuation loss for the interlocking firms is magnified if these firms possess
weak governance characteristics and if the interlocked directors play a
potentially critical role in influencing the likelihood of fraud due to their
status as a member of the audit committee of either the fraud or the
interlocked firm, or as the CEO of the interlocked firm.”

(9)(N)26 MHPNA NNAPN NDNN NYOIT NN PITIND ¥ NT PNIYN IPNN2 2D ONIAD DN
MOPND (9(N)45 MPNY ,1970-57wnNn ,(DMTHNY DONNPN MMT) TIY MM NIPND
VYPH 9D ,1969-V7OVWNN L(NNX) AN - PPYN NVYVY PPYNN PVIY) TIY MM
SNOPPT WHYN XIN ONAY DINRD DXTINND 0) ,I701 P2 ,I0ND NOPIT 9D HY 1NN

YN NHY VITVIIND INNI DDIDN 2%AN YN T9¥ MI2Y NPNIN IPN 1D DLV 19N
SNV DMNVPPTN OO NI PNIYN YN LOMNVPITN NYIT VI TYWINNND VIDN

.http://www.hasholtim.com-a xxn5 yn%
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Richard Gere has a Bacon number of 2.

Richard Gere was in Sommersby (1993) with Maury Chaykin
Maury Chaykin was in Where the Truth Lies (2005) with Kevin Bacon

Debra winger has a Bacon number of 2.

Debra Winger was in Eulogy (2004) with John Lafayette

John Lafayette was in Loverboy (2005) with Kevin Bacon

2 "MPA 79017 (DVND %)) DNN TRND ¥YaAP) NVIVON TITL 7 ION” KD DNININD 1IN
TN D1, NNV ,INNA AP V0NN NN WON NON 3 71222 19017 (11N NI12T) INKRD
P22 PNPY onn

:TPAY 1T NTIAYA D) NI NN, NIYN NRIINT X291 NYPINY INK DY 2D 1IN PRIYN

About 12% of all actors cannot be linked to the rest of the movie universe,
either because they have appeared only in video games or straight-to-video
releases that the Oracle doesn't count, or because they have not appeared
in any films with actors from the Hollywood mainstream.

aN) DNPNYN YW NYIN 1599 TN NINND 2WN) NP .1IPN NN NP PHPA NPNIN
WY YSINND PRINNIY PNV NN (100N DIV NYI DI GIND ¥ ) )1OND DXTIND D
NP2 DMSPIN NN DINN OIPNYNI
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Who is the Center of the Hollywood Universe?

By processing all of the nearly 800,000 people in the Internet Movie
Database | discovered that there are currently 1048 people who are better
centers than Kevin Bacon! What does it mean for one person to be a
"better" center than another? Consider the following breakdown of people
by Bacon Number (as of June 29, 2004):

Bacon Number # of people

0 1

1 1806
2 145024
3 395126
4 95497
5 7451
6 933

7 106

8 13

That means that there is 1 person who can be linked in 0 steps (Bacon
himself), 1806 people who can be linked in 1 step, 145024 people who can
be linked in 2 steps, etc. So we can compute the average Bacon Number
as follows:

((0*1)+(1*1806)+(2*145024)+(3*395126)+(4*95497) +(5*7451)+(6*933)+(7*
106)+(8*13)) / (1+1806+145024+395126+95497+7451+933+106+13)

= 1902919 / 645957
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=2.946

So the average Bacon Number is about 2.946. We can compare that with
the average Connery Number for actor Sean Connery. The breakdown is
as follows (as of June 29, 2004):

Connery Number # of people

0 1

1 2272
2 218560
3 380721
4 40263
5 3537
6 535

7 66

8 2

By computing the average of these numbers we see that the average
Connery Number is about 2.731 making Connery a better center than
Bacon. This is not to denigrate Mr. Bacon, and it should be noted that
being the 1049th best center out of nearly 800,000 people makes Bacon
a better center than 99% of the people who have ever appeared in a

feature film.
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M7 0NV ,1943 MV VAV V1IN TPTY .4 YTIN 19010 ¥ DOV DY HVNd 15
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: 1199552 521 ©192 DMIDNAN DI DY WTIN 290N oD

Paul A. Samuelson 1970 Economics 5
Kenneth J. Arrow 1972 Economics 3
Tjalling C. Koopmans 1975 Economics 4
Herbert A. Simon 1978 Economics 3
Gerard Debreu 1983 Economics 3
Franco Modigliani 1985 Economics 4
Robert M. Solow 1987 Economics 4
Harry M. Markowitz 1990 Economics 2
Merton H. Miller 1990 Economics 4
John C. Harsanyi 1994 Economics 8
John F. Nash 1994 Economics 4
Reinhard Selten 1994 Economics 7
James Mirrlees 1996 Economics 3
Robert C. Merton 1997 Economics 6
Amartya Sen 1998 Economics 4
James J. Heckman 2000 Economics 4

Joseph Stiglitz 2001 Economics 4
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Robert J. Aumann 2005 Economics 3
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N.Alon and P. Erdds, An application of graph theory to additive number
theory, European J. Combinatorics 6 (1985), 201-203.
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Based on a sample of 100 pairs of vertices in this component, the
average distance between two vertices is around 7.64 (between 7.41
and 7.87 with 95% confidence), with a standard deviation of about 1.19.
The median of the sample was 7, with the quartiles at 6 and 8. The

smallest and largest distances in the sample were 4 and 11, respectively.
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1. There are about 1.9 million authored items in the Math Reviews
database, by a total of about 401,000 different authors.

2. Approximately 62.4% of these items are by a single author,
27.4% by two authors, 8.0% by three authors, 1.7% by four
authors, 0.4% by five authors, and 0.1% by six or more authors.

3. The fraction of items authored by just one person has steadily
decreased over time, starting out above 90% in the 1940s and
currently standing at under 50%.

4. Let B be the bipartite graph whose vertices are papers and authors,
with an edge joining a paper with each author of that paper. Then B
has about 2.9 million edges. The average number of authors per
paper is 1.51, and the average number of papers per author is
7.21. The median is 2, the mean is 7.21, and the standard deviation
is 18.02. It is interesting (for tenure review committees?) to note that
the 60th percentile is 3 papers, the 70th percentile is 4, the 80th
percentile is 8, the 90th percentile is 18, and the 95th percentile is
32. Indeed, over 42% of all authors in the database have just
one paper.
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5. There are four authors with more than 700 papers: Paul Erdds
with 1416 (he actually wrote more papers than that, but these are
just the ones covered by Math Reviews), Drumi Bainov with 823,
SAHARON SHELAH with 760, and Leonard Carlitz with 730.
Bainov’s Erdés number is 4, SHELAH'’s is 1, and Carlitz’s is 2. The
other mathematicians with more than 500 papers listed in
MathSciNet (and their Erdés numbers) are Hari M. Srivastava (2),
Lucien Godeaux (infinite — actually he wrote only one joint paper),
Ravi Agarwal (3), Edoardo Ballico (3), FRANK HARARY (1), Josip
E. Pecaric (2), Owa Shigeyoshi (3), and Richard Bellman (2). The
most prolific authors listed in the DBLP (dealing with computer
science publications) can be found on a list at their website (DBLP),
which is definitely worth exploring.

6. The collaboration graph C has the roughly 401,000 authors as its
vertices, with an edge between every pair of people who have a joint
publication.

7. The entire graph has about 676,000 edges, so the average number
of collaborators per person is 3.36. In C there is one large
component consisting of about 268,000 vertices. Of the
remaining 133,000 authors, 84,000 of them have written no joint
papers (these are isolated vertices in C). The average number of
collaborators for people who have collaborated is 4.25; the average
number of collaborators for people in the large component is 4.73;
and the average number of collaborators for people who have

collaborated but are not in the large component is 1.65.
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:knot.org/do_you_know/graphs.shtml

The problem is stated as follows:

In the town of Koénigsberg in Prussia (nowadays a city of Kaliningrad in
Russia, comment is mine, CTK) there is an island A, called "Kneiphoff",
with the two branches of the river (Pregel) flowing around it. There are
seven bridges, a, b, ¢, d, e, f, and g, crossing the two branches.The
question is whether a person can plan a walk in such a way that he will
cross each of these bridges once but not more than once. | was told that
while some deny the possibility of doing this and others were in doubt,
there were none who maintained that it was actually possible. On the basis
of the above | formulated the following very general problem for myself:
Given any configuration of the river and the branches into which it may
divide, as well as any number of bridges, to determine whether or not it is

possible to cross each bridge exactly once.

Y237 .NMYDN DN DIV DITIPTIPN RN NNTRD 12,0V 9D 7PYIN NX DIPN IDIN
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Breaking Al Qaeda Cells: A Mathematical Analysis of Counterterrorism
Operations (A Guide for Risk Assessment and Decision Making) Published
in: Studies in Conflict & Terrorism, Volume 26, Issue 6 November 2003,
pages 399 - 411

: PXNN)

How can we tell if an Al Qaeda cell has been broken? That enough
members have been captured or killed so that there is a high likelihood

they will be unable to carry out a new attack, and military resources can be
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redirected away from them and toward more immediate threats? This
article uses order theory to quantify the degree to which a terrorist network
is still able to function. This tool will help law enforcement know when a
battle against Al Qaeda has been won, thus saving the public's money
without unduly risking the public's safety.
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NPYVLIND ,NITHN OYTH MMINN PN INY DOPNON DIRTPRD MM TPx ,BRAMS
,OOMON D)) DN NN ,INNND DAMY DY T NN G WRnvn T

PIITD DDV MDY TInY M Yy (Nt mnnad xovw DIRECTED GRAPHS
IINDN TI¥NN

A methodology for converting terrorist networks from undirected graphs to
simplified directed graphs (or digraphs), and mapping the flow of influence
in them, is described. It is based on an “influence assumption” - that
important persons with more links influence less important persons with
fewer links. This methodology, which was previously used to analyze the
structure of influence relationships in Communist-bloc countries and the
international system, is illustrated by its application to two terrorist networks
constructed after 9/11. In the second more complex network, the hierarchy
sheds light on the leadership and likely terrorist cells embedded in the
network. Refined data and alternative assumptions about influence could
provide additional insights into the structure of terrorist networks.

;N ,BRAMS 5w 1037037810 9NN NINNY 1119 I0RHDN NN

http://politics.as.nyu.edu/object/stevenbrams.html

: OVN NN

Influence in Terrorist Networks: From Undirected to Directed Graphs" (with
Hande Mutlu and Shawn Ling Ramirez)
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The degree distribution associates a probability Px with each possible
value of the degree k, where k is any non-negative integer. Such
distributions permit one to construct a probability generating function, G(x),
which is a function of one variable defined by the infinite sum

Gx)=Y px* ©
k=0

and it is a general property of generating functions that G(1) = 1. For
generating functions arising from degree distributions the mean degree is

given by
z=<k>:ik-pk:G'(1) )
k=0

Here the angle brackets are the expectation operator. Formulae for higher
moments of the distribution, as well for the generating functions for sums of
independent samples from distribution are also simply related to G(x).
Generating functions arising from empirical degree distributions are, of
necessity, finite polynomials as any real data set has a node of highest

degree and thus a maximal nonzero p, .

A Dbipartite graph of the corporate world has two empirical degree
distributions and so gives rise to two generating functions. One, which we

shall call f,(x), generates the degree distribution for the directors. That is, it

generates the distribution of the number of boards on which a director sits.
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For concreteness, say that the frequency with which one finds a director

serving on j boards is p; . Then f;(x)is given by

fo(x)=> px’ ®)
J

We shall refer to the other empirical distribution, the one for the degree of

boards (that is, the number of directors per board) as g,(x). So if the

empirical frequency for boards made up of k directors is q, then g,(x)is

2,(x)=> qx* ©)
k

Our real objects of interest are the two projections of the bipartite graph:
one whose nodes are boards and whose edges represent shared directors
(the graph showing board interlocks) and another whose nodes are
directors and whose edges connect directors that sit on one (or more)
board in common. The charm of the generating function approach is that it

permits one to start with the empirical generating functions f,(x) and
g,(x)and derive expressions for the generating functions for the degree

distributions in the projections. We will refer to these derived distributions
as the theoretical degree distributions to emphasize that they are not
measured directly from the data. Instead, they describe the distribution of
degrees one would find in random corporate worlds constructed by
applying the methods of the previous section to the empirical degree
distributions. These theoretical degree distributions are the device by which
we obtain expected values of the small-world statistics without having to

generate and analyze random graphs.
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Suppose now that we are investigating a corporate world in which N
directors sit on M boards. Suppose further that the mean number of seats
on a board is v and that the mean number of directorships held is py. The
bipartite graph representing this community has one edge for each seat on
a board and so

VM = (number of seats on boards) = uN.

We will refer to the generating function for theoretical degree distribution of
the projection onto directors as Go(x). Newman et al. (2001) show that it is
given by

G,(x)= f({g(?(x)j = f({l g(')(x)j (10)
go(l) 1%

where go(1) = v is the mean board size. As the empirical generating
functions fo(x) and go(x) are finite polynomials, Go(x) is too. By examining its
coefficients one can obtain predictions for the frequencies with which
vertices of various degrees will appear in the projection: that is, one can
obtain the probabilities that define the theoretical degree distribution. But
one can predict other things as well; the expected degree of a vertex in the
projection (that is, the expected total number of codirectors for a randomly
selected director) is

z=Go(l) (11)

and the expected mean path length in the projection is
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(L)=1+ In(N /G, (1))
n [fa'a)][g;;(l)J
Fo N gy

Note that the quantity in the denominator involves ratios of the first and

12)

second derivatives of the empirical generating functions. Additionally, one
can predict the value of one of the two clustering coefficients:

Mg, ()
) =ven

The corresponding expressions for the projection whose vertices are
boards may be obtained similarly and are

ran=s[ 1

@

z=Fy()

<L> 14 In(M / F,(1))

el
&M N f,M

N-f,
(C,)= Jo )

= v (14)
M-F, (1)

In our empirical work below we use equations 10,12, and 13 for the
projection whose vertices are directors and equations 14 for the projection
whose vertices are boards. We then calculate the actual path lengths and
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clustering coefficients from the data on the US, Britain and Germany. We
compare these to the afore mentioned random graph measures,
constructed on the observed degree distribution. Our approach differs from
such prior small-world research in the social science literature as that of
Kogut & Walker (2001), Davis et al. (2003), Baum et al. (2003) and
Schilling & Phelps (2004). These researchers compare actual small-world
measures to those arising from an unstructured (i.e. Poisson) random
graph. However, the degree distribution of their networks is likely to be
measurably different from a Poisson distribution. In consequence, such an
approach can lead to the possibility of concluding that the world is “small”
when in fact it is not much different from what one would expect by chance,
given the degree structure-the distributions of board size and number of
directorships held-observed in the social network of corporate governance.
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If n>2k, and Ais a family of distinct subsets of {1,2,...,n}, such that each
subset is of size k, and each pair of subsets intersects, then the maximum
number of sets that can be in A is given by the binomial coefficient

o)
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