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We run a computerised experiment of network formation, where all connections are beneficial and only direct links are costly. Players simultaneously submit link proposals; a connection is made only when both players involved agree. We use both simulated and experimentally generated data to test the underlying model of network formation both at the micro and the macro level. At the level of the individual, we estimate the individual demand for links. In contrast to the existing literature, we take into account the correlation among the observations belonging to a single individual and we control for such correlation deriving a new estimator mainly inspired by the heterogeneous panel theory. At the macro level, we provide an econometric analysis of network convergence, through a system of time equations. In contrast to the existing literature our method allows identifying the conditions under which convergence to a stable network architecture obtains. To analyse network convergence, we observe the joint time path of two different indicators: network length and connectivity.  The former is constructed to take into account the longest chain obtained in a certain round of the game. The latter reflects the degree of entrenchment of the single nodes in the network in a certain round of the game. We recognise that these two variables are jointly determined at each round and jointly work to make the network reach an equilibrium configuration. We study such a link by means of a system of time equations.
