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Abstract
Markets are often treated as the primary arena of economic life and networks as the social infrastructure around them. That order is misleading. A price can allocate only after an offer, worker, firm, or idea has become visible enough to enter comparison. Networks therefore shape modern economies not merely by transmitting information or trust, but by defining the prior boundary of participation: who is searchable, recognisable, and connected to a possible buyer or employer. Digital platforms make this power explicit, while artificial intelligence makes it faster and less visible. AI can genuinely lower entry costs for people who lack language, training, or conventional credentials, and it can replace human contact in routine matching. Yet prediction also tends to reproduce the categories and histories from which it learns. The economic value of human connection will consequently decline in repetitive coordination but rise at the boundary where unfamiliar capabilities, exceptions, and cross-network opportunities require recognition. The central economic question is not whether markets will defeat networks, but who will control admission to the market that prices can see.


Markets Begin Before the Market
A market can price an applicant only after the applicant has become an offer. Before that moment, price is silent. A person may possess useful skills, a small firm may produce a better component, or an idea may solve a problem, yet none can be compared if no buyer, employer, lender, or platform allows it into view. That prior act of admission is where networks enter economics in their strongest form. Networks do not merely move information around an otherwise complete market; they help decide whose information becomes an offer, whose history counts as evidence, and which differences are treated as noise. Modern economies are therefore markets over a network-defined field of participation. Artificial intelligence will make routine matching cheaper and more impersonal, but it will not make human connection uniformly less valuable. It will reduce the price of being connected while raising the scarcity value of relationships that open closed networks, interpret exceptions, and confer permission to be taken seriously.
The market-first answer deserves to be taken seriously. Prices are powerful precisely because they do not require everyone to know everyone. They coordinate dispersed decisions without asking a central authority to understand every preference or production method. Where exchange can be specified and alternatives compared, replacing personal dependence with contract expands the circle of potential partners. The firm itself is not a rejection of this logic but a response to its cost: when repeated bargaining and contracting become too expensive, authority coordinates activity inside an organisation (Coase 1937). Governance is chosen according to the costs of transacting, not according to a romantic preference for either markets or relationships (Williamson 1979). On this account, networks seem like a residue. As search engines, payment systems, and contracts improve, personal connections should recede because strangers can exchange with less friction.
That reasoning quietly assumes that the market has already solved its hardest problem: identifying the objects and participants to be compared. It has not. A price can rank two visible offers, but it cannot by itself make an unrecognised offer visible. A job applicant who is never shown a vacancy, a supplier excluded from a buyer’s shortlist, and a borrower screened out before an interest rate is quoted are not receiving a low market price; they are encountering a pre-market boundary. Network structure affects learning, diffusion, decisions, and behaviour because position changes the opportunities available to an actor before the actor chooses among them (Jackson, Rogers, and Zenou 2017). The relevant economic resource is consequently not only a connection, but a connection that crosses a boundary. A broker occupying a structural hole can join otherwise separated pools of information and resources, turning disconnection into an advantage (Burt 1992). The network’s first economic function is admission.
Digital platforms make this boundary visible while pretending to remove it. A two-sided platform does not simply host buyers and sellers; it designs the terms under which each side can find the other, and it may subsidise one side to attract the other (Rochet and Tirole 2003). Multi-sided platforms therefore exercise a form of market-making power: they determine categories, ranking, search order, and the conditions for participation (Hagiu and Wright 2015). The language of frictionless connection hides a sequence of choices. Which seller is searchable? Which buyer is considered valuable? Which behaviour is rewarded with greater exposure? A platform can increase the number of possible matches while narrowing the path by which a new participant becomes legible. Network power is not measured only by how many people are connected; it is also measured by how many economic futures remain unreachable from a given position.
The danger becomes clearest when an apparently neutral system optimises a narrow objective. In a field test of online advertising for STEM jobs, an ad intended to be gender-neutral was shown to fewer women because young women were more expensive for the platform to reach; cost-effectiveness redirected attention in a discriminatory direction (Lambrecht and Tucker 2019). No individual employer needed to announce a preference for men. The network’s allocation rule produced the outcome through a chain of prices, probabilities, and audience competition. Data-driven systems can reproduce disparate effects even when protected characteristics are absent, because historical patterns and seemingly innocent proxies carry inequality into the model (Barocas and Selbst 2016). Markets have not disappeared here. They have moved one step upstream, into the design of the mechanism that decides who will be present when market choice begins.
Artificial intelligence appears to promise an escape from inherited networks. A student without a polished vocabulary can draft a proposal; a small supplier can translate its catalogue; a worker can learn a software tool without first finding a mentor. The promise is real. In a controlled experiment, generative AI reduced the time required for professional writing tasks by 40 percent while raising average quality by 18 percent (Noy and Zhang 2023). In customer support, an AI assistant increased issues resolved per hour by 15 percent, with especially large gains among less experienced workers (Brynjolfsson, Li, and Raymond 2023). These results matter economically because they show AI lowering the cost of entry into some forms of production. Human ties are less necessary when the task is repeatable, the output is inspectable, and the model can supply a credible bridge from limited experience to a usable performance.
Yet an easier first performance is not the same as an open economic field. The system that helps a newcomer speak also determines the language in which the newcomer must speak. AI is trained on prior human activity, deployed through platforms with their own ranking incentives, and judged by feedback generated from past choices. It can widen access to a standard while making deviation harder to recognise. A model may help a new seller produce a familiar description, but it has no independent reason to value a product whose advantage lies outside familiar categories. The problem is not that algorithms contain human prejudice in a simple, deliberate sense. It is that prediction rewards continuity: what has been recognised before becomes easier to recognise again. Informational cascades already arise when people rationally follow visible choices while ignoring private information (Bikhchandani, Hirshleifer, and Welch 1992). AI can accelerate the cascade by making inherited visibility look like objective demand.
The economic consequences of automation also travel through geography and social structure. When industrial robots enter a local labour market, they do not merely remove particular tasks; they alter the routes by which workers gain experience, wages, and connections to future employers. Evidence from United States commuting zones finds that greater robot exposure reduced both employment and wages, with one additional robot per thousand workers associated with a 0.2-percentage-point fall in the employment-to-population ratio and a 0.42 percent wage decline (Acemoglu and Restrepo 2020). The result does not prove that every AI system will produce the same harm. It does show why an individual-level story about productivity is incomplete. A worker’s economic position depends on a network of local opportunities, and when one important bridge disappears, the loss can exceed the task that technology directly replaces.
There is an even sharper reason not to equate artificial intelligence with the end of relational economics: machines can become connected without becoming human. In repeated price competition, learning algorithms have been shown to reach supracompetitive prices without communicating directly, because each adapts to the other’s behaviour (Calvano et al. 2020). The example reverses the usual intuition. Economic interdependence does not require conversation, friendship, or mutual recognition; feedback can be enough. AI may therefore make human connection less important as a channel of coordination while making network architecture more important than ever. The decisive relationship may be between models, platforms, data flows, and users. A world with fewer human introductions can still be intensely networked—and potentially more concentrated—if the same systems control access on both sides of an exchange.
Human connection consequently has two different economic margins. On the routine margin, it is substitutable: search, translation, scheduling, drafting, and standardised evaluation can be automated, often with genuine gains for people previously excluded by language, distance, or lack of training. On the boundary margin, connection remains difficult to replace. Someone must recognise an unusual capability, sponsor a credible newcomer, carry knowledge between separated communities, or contest a classification that has mistaken unfamiliarity for low value. These functions are not automatically virtuous. Personal networks can preserve nepotism as easily as they create opportunity, which is why impersonal rules remain essential. But equal treatment at the point of transaction cannot repair unequal admission before the transaction. The relevant policy question is therefore not whether to choose markets or networks. It is whether the network that defines market entry is open to challenge, permeable to outsiders, and accountable for the exclusions its categories create.
Modern economies are shaped by networks to the extent that networks determine the domain on which prices can operate. Markets remain indispensable for comparison, exchange, and decentralised allocation, but they are downstream institutions: they allocate among recognised possibilities. AI will enlarge the market’s surface by making more routine connections cheap, fast, and machine-readable. It may also compress the range of possibilities that its systems can recognise, especially when prediction is mistaken for discovery. Human connections will therefore become less economically important in volume and more important at the margin where a person or community decides that an unfamiliar possibility deserves entry. The future contest is not between a social economy and a technological one. It is over who controls admission—and whether, after the machine has ranked the familiar, a human relationship can still make the unfamiliar count.
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