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Abstract
In the modern world, the growing importance of networks has changed the source of competitive advantage. This paper investigates this transformation through a comparative case study of Walmart and Amazon, examining how the two firms achieve success under different economic conditions. Walmart’s experience displays how low prices, physical scale and efficiency create dominance through traditional market competition, while Amazon reflects how a firm utilizes digital platforms and network effects to connect consumers and sellers at an unprecedented scale. However, while these powerful technologies create invaluable benefits, they also cause new economic problems, including misinformation, information asymmetry, and inequality. This essay identifies digital literacy, data openness and digital infrastructure as possible solutions to the problem. As AI makes information and routine tasks increasingly abundant, many traditional human interactions are replaced, while those unreplaceable human qualities such as trust, creativity and empathy become more valuable.

Introduction
For centuries, the traditional market allocates its scarce resources according to supply and demand, establishing price mechanisms through direct competitions. In this system, success naturally accrued to businesses that leveraged scale and low pricing to capture mass market demand. As the era approaches a digital age, another important force shaping the economy has emerged: network. 
Unlike the traditional bilateral transactions, networks generate economic value by launching connections across firms, individuals and platforms. Information spreads in seconds rather than days, allowing businesses to scale reach and consumer acquisition at near-zero marginal cost.  
Today, both market and network continue to influence the modern economy. While market acts as the basic mechanism through transactions and competitions, network is a powerful force shaping how it functions. This change becomes more significant as artificial intelligence transforms the labor market and economic activities. As AI makes information hyper- abundant, routine tasks dependent solely on data retrieval lose their economic moat.  However, connections that build on trust, creativity, and human collaborations may become more meaningful, because they represent qualities that artificial intelligence cannot easily replace.

The Dominating Network: Amazon vs. Walmart
Amazon and Walmart are both among the most successful businesses in the world. While Walmart built its empire on price, physical scale, and supply-chain efficiency, Amazon leveraged platform connectivity to redefine modern retail.
The growth of Walmart represents a classic successful firm resulting from the traditional market competitions. Walmart’s early success is strongly linked with price competition and economies of scale. From the beginning, Sam’s strategy is to “build on the lowest prices anytime, anywhere”, (Walmart) starting the idea of offering lower prices and great services. With this motto in mind, Walton dedicated himself to expanding the firm’s serving areas. He started Walmart as a single store, and in just ten years, Walmart already owns 51 stores, ringing up $78 million in sales. (Walmart) This rapid increase in the number of its outlets allowed Walmart to buy in bulk and therefore lower its average cost. Walmart then cut prices significantly lower than the competition, profiting from high volumes of lower margin sales. The pricing advantage it holds over other grocery stores widened rapidly—according to a report, closing a 1% price gap with Walmart costs roughly $1.5 billion (Damilola Esebame). The firm’s emphasis on price competition has continued into the modern economy. In the first quarter of fiscal 2026, the business had approximately 7200 price rollbacks (Damilola Esebame). 
Supplying this scale requires extreme operational efficiency. In 2023, Walmart saved $91.5 million and prevented 98.6 million pounds of CO2 emissions. (Mehrotra et al.) The traditional industrial model clearly rewarded firms that optimized physical scale to dominate pricing and construct high barriers to entry.
Amazon, by contrast, operates on the modern network model, with great access to information and widespread connections between consumers, sellers, and platforms. In comparison to Walmart, it took only 3 years to IPO, while Walmart took 8 years. One of the biggest reasons Amazon developed with such amazing speed is because the firm focused on innovation. (Okhrem) It has been a pioneer in adopting emerging technologies and practices, such as AI and online platforms. In 1994, Bezos started Amazon as a bookstore and launched a store website in one year. From the beginning, he fully utilized the internet to overcome the geographical and physical limitations of traditional bookstores. A physical store may lack consumers because of a remote location and can only store a limited amount of supply. After its web service, Amazon had already expanded its online catalog to 2.5 million book titles, more than 14 times the number offered by the largest physical book superstores; and also offering 1 million of the most popular but out-of-print books. (Amazon) In 1997 alone, its cumulative customer accounts increased from 180,000 to 1.51 million, a 738% increase, while its sales increased from $15.7 million to $147.8 million, an 838% increase. (Amazon)
Beyond mere geographical reach, Amazon utilized digital user engagement to trigger self-reinforcing, virtuous network loops through purchases, reviews, and ratings. Introduced in 1997, its algorithmic recommendation technology transformed cumulative consumer transaction histories and product ratings into proprietary data assets that continuously refined user personalization (Amazon). Every additional user joining the platform enhanced the predictive utility of the network for all subsequent participants. 
Later, Amazon also opened its website to third-party sellers, connecting independent businesses with its growing consumer base. More than 60% of its products are from independent sellers. (Amazon) This significantly differs from Walmart—the price is no longer controlled by one firm, instead, it is decided by all the buyers and sellers.
A comparison of these two case studies illustrates how network redefines the competing rules in a market. Traditionally, companies like Walmart who can utilize their large physical scale to achieve the lowest cost, and greatest efficiency dominate the market, controlling most of the transactions. In modern economies, however, competitive advantage increasingly comes from the ability to establish and control networks which connect consumers, sellers, and information. Today, market decides what is exchanged, but networks increasingly shape which businesses can participate, compete, and succeed.

Technology—Double Edged Sword & Possible solutions
The same network that creates enormous economic value can also create new forms of inequality and information problems. As the internet increases transactions and develop a more transparent information flow, it also increases the difficulty to identify whether a product is trustworthy or not. In 2024, Amazon identified, seized, and appropriately disposed of more than 15 million counterfeit products worldwide. (Amazon) This striking number conveys that among the increased number of options available to buyers, some of them are illegal or harmful to the consumers. As mentioned previously, a large percentage of amazon’s product comes from third-party sellers, which means that Amazon does not directly produce or control every product sold on its platform. This creates an information asymmetry between consumers and sellers, where sellers possess more information about the product’s origin, quality, or authenticity. At the same time, this enormous scale of network allows misleading reviews or fraudulent listings to propagate rapidly, exposing consumers who lack advanced verification tools to commercial harm.
To address this problem, one of the possible solutions is to improve digital and information literacy. Schools and governments can provide education on identifying misleading reviews, comparing independent sources, and recognizing AI-generated content. Platforms can also establish greater data openness, giving users more transparent information to evaluate. They could disclose more information about the products, while protecting personal and commercial sensitive data. This could reduce the information asymmetry by creating more capable users who can make more informed decisions, while also reducing the information advantage held by large platforms.
The first solution teaches people how to use internet safely, but it is also crucial to have access to technologies. While the global number of internet users increases, digital divide continues to deepen. In 2025, an estimated 6 billion people are using internet globally, but there are 2.2 billion people who remain offline. According to the reports, 84 percent of people in high-income countries having access to 5G, compared with only 4 percent in low-income countries. (“Press Release”) These figures demonstrate that people in different parts of the world do not have equal opportunities to participate in the digital economy. Reducing this gap requires governments to invest in more affordable mobile networks and digital infrastructures, particularly in rural or low-income communities. Digital services, education, and training should also be made accessible to disadvantaged groups. Complementary public programs offering digital tools and skills training must target marginalized groups, enabling excluded small businesses and individuals to access online marketplaces, global data pipelines, and broader economic opportunities.

AI & The New Value of Human Connection
The increasing influence of AI further changes the role of human connections in the economy. It is estimated that 22% of the work tasks are performed mainly by technology, and about 30% are completed by a combination of human and technology. (“The Future of Jobs Report 2025”) As a result, AI network handles information more accurately than humans, traditional connections centered strictly on basic information exchange are losing their economic value.
However, this emergence of technology also creates new scarcities. AI cannot produce qualitative human assets such as trust, creativity, and social capital. A relationship based on trust, for instance, is valuable because people have emotions, and they can rely on or collaborate with each other. These human qualities are difficult for technology to replicate. While automated systems excel at processing raw data, human interactions offer understanding, emotional intelligence, and moral accountability. When seeking complex support, consumers consistently prefer human representatives over robotic responses. Therefore, AI may reduce the number of human connections we need, but it can also increase the value of the connections that remain.
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