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Abstract
Intermediation is a prominent feature of production and exchange. Two features of intermediation are salient: coordination among traders between the `source' and the `destination' and competition between alternative combinations of intermediaries. We develop a general model of posted prices in networks to study these forces and we test its predictions in experiments.
Our theoretical analysis provides a complete characterization of equilibrium. Both efficient as well as inefficient equilibrium exist.  Surplus division is extremal: either original buyer and eventual seller retain entire surplus or the intermediaries extract all surplus. Betweenness centrality of intermediaries determines which of the two outcomes prevails.  
Laboratory experiments show that efficiency prevails in almost all cases, subjects coordinate on extreme surplus division: betweenness centrality plays a key role in shaping prices and division of surplus.
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