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We develop a microfounded network-based SIS
model where network connections vary between
members. This model is embedded into a stan-
dard Ramsey Economy. We study the optimal
lockdown policy for a planner who wants to con-
trol fatalities of the Covid-19 epidemic while mini-
mizing consumption costs of the lock-down. e
show that the optimal lock-down policy depends
not only on the fraction of susceptible and in-
fected persons but, importantly, on the average
degree node of the network, which is a measure
of social distancing. Not accounting for this would
lead to biased policy recommendations and to
welfare losses. In an extension, we expand our
a setting where the agents do not fully take into
account the effects of social distancing due to
rational inattention motives.
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