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Abstract
Digitalization, network effects, and artificial intelligence are transforming how economic value is created and distributed in modern economies. This paper examines the increasing influence of networks relative to traditional market mechanisms and explores the continuing economic importance of human connections in an AI-driven economy. It first analyzes how network effects are amplified by digital platforms, then explains how such effects can strengthen connectivity, enhance intangible value, reduce information asymmetry, and reshape competitive structures by creating barriers to entry. The paper also examines the economic impacts of AI, particularly its ability to increase productivity and transform labour markets, while highlighting risks such as labour displacement, income inequality, and reduced autonomy in decision-making. Against this background, the paper argues that human capabilities may become relatively more valuable in areas involving trust, intercultural understanding, and tacit knowledge, which can reduce transaction costs and mitigate misunderstandings in economic interactions. The discussion of Klarna further illustrates how AI and human labour can operate through comparative advantage rather than simple substitution. Overall, while markets remain fundamental to economic coordination, networks are increasingly shaping how value is created; and as AI takes over routine and information-processing tasks, human connections may become relatively more economically valuable through trust, cultural understanding, and tacit knowledge.


1. The influence of networks on modern economies
1.1. Overview of modern economies
As the digital age emerges, many global businesses increasingly rely on digital resources rather than traditional physical assets. While technological innovation and digitalization have enabled businesses to adapt to economic and social changes, increasing economic interactions have made industries even more interconnected. Consequently, modern economies are increasingly shaped by technological innovation, connectivity, and interactions among economic actors (Stošić Mihajlović and Trajković).
1.2. The influence of networks in shaping modern economies
Economies shaped by markets
In a market economy, decisions concerning production, prices, and investment are influenced by supply and demand. Economic value is primarily created through exchanges between buyers and sellers, while prices coordinate economic activity and allocate resources (Federal Reserve Bank of Minneapolis). However, modern markets are increasingly embedded in networks of consumers, technologies, and institutions, which influence how economic value is created and how businesses compete beyond direct transactions (Ustyuzhanina et al.).
The network effects
In an interconnected economy, the value of a product or service can depend partly on how many other people use it. This is known as the network effect, whereby an increase in the number of users can increase the value of a product or service for potential users (Ustyuzhanina et al.).
Network effects are strong in digital markets. In a direct network effect, the value of a service increases because users gain more connections. For example, a messaging platform becomes more useful as more people join. Moreover, in an indirect network effect, a larger user base can attract more complementary products and services, further increasing the value of the platform. This creates a self-reinforcing process in which greater participation generates greater value and encourages further participation. Together, these effects explain why networks are becoming crucial in modern economies (Ustyuzhanina et al.).
Why networks are increasingly important in modern economies
Market forces influence consumers and businesses through transactions, with price playing a central role in determining supply and demand. However, modern economies are driven by technological innovation, connectivity, and intangible forms of value; hence, market transactions alone cannot explain how businesses capture value (Stošić Mihajlović and Trajković).
Firstly, digital platforms generate strong network effects. Social media, online marketplaces, and digital payment systems can become more valuable with more users. Particularly, more users generate more interactions, increasing the value of the platform and attracting further individuals. This differs from conventional products, whose value does not necessarily increase because more consumers purchase them (Ustyuzhanina et al.).
Networks can also strengthen connectivity between economic actors. Modern businesses rely on extensive networks of suppliers, customers, logistics providers, and financial institutions. Digital technologies therefore enable these actors to exchange information and coordinate activities across geographical boundaries. As a result, networks reduce barriers created by distance and facilitate more efficient economic interactions (Ustyuzhanina et al.).
Additionally, networks reinforce the value of intangible assets including reputation and trust. Because consumers rely on reviews and online communities to evaluate products, positive experiences can spread through networks and strengthen reputation. This function is critical because consumers often face information asymmetry: they cannot fully assess the quality of a product before purchase. Thus, recommendations within networks can reduce this information gap by providing signals of product quality, lowering risk and facilitating transactions.
Network effects can also reshape market competition. When the value of a platform increases with its user base, established platforms can accumulate users more easily, creating substantial barriers to entry. This can generate returns to scale and lead to highly concentrated markets in which only few platforms capture a disproportionate share of economic value. OECD analysis identifies network effects as a factor that can increase market power by reducing substitution and creating strong barriers to entry in digital markets (Organisation for Economic Co-operation and Development). Consequently, competition in network markets is not only about offering a better product at a competitive price, but also about maintaining a large network.
Overall, modern economies are increasingly shaped by networks, but not to the extent that networks replace markets. Rather, networks progressively determine how value is created within markets, while markets continue to determine how that value is exchanged and allocated. 
2. Human connections in the AI-driven economy
2.1. Impacts of artificial intelligence on modern economies
AI has become a major driving force in modern economies. At the microeconomic level, AI can improve decision-making through data analysis and recommendation systems, while businesses can use intelligent prediction and automation to optimize operations. Macroeconomically, AI can increase productivity, reduce operational costs, and contribute to structural transformation across industries. As a General Purpose Technology (GPT), AI can also be applied across numerous sectors, creating new sources of economic growth and occupations such as data science and AI engineering (Wan et al.).
Nevertheless, the economic impact of AI extends beyond productivity gains because its ability to automate routine tasks can affect the role of human workers. As AI becomes capable of performing various activities, some routine occupations may become redundant, while workers lacking the skills required to transition into emerging occupations may face displacement and income inequality. Harvard economists similarly identify potential labour-market disruption, worker displacement, and unequal distribution of productivity gains as possible consequences of AI adoption (Massari). Simultaneously, excessive reliance on algorithmic recommendations can also reduce individuals’ autonomy and diversity in decision-making when decisions rely heavily on historical data (Wan et al.).
These developments suggest that the rise of AI does not simply increase the economic importance of technology; it also changes the types of human capabilities. When machines become better at processing information and performing routine tasks, human contributions can be more pivotal in areas that require interpersonal connections, understanding, and knowledge that is difficult to codify (“People in the Center”). 
2.2. The importance of human connections in an AI-driven economy
Although AI can automate a variety of economic activities, technology remains embedded in human relationships and institutions. Hence, human connections remain essential to maximizing the benefits of technological progress. In this context, human connection refers not simply to interpersonal interaction, but to trust, intercultural understanding, and relational knowledge generated through interactions. These forms of relational capital can create economic value by reducing transaction costs, facilitating knowledge transfer, and supporting innovation. 
AI can facilitate transactions by processing information and automating decision-making, but it cannot eliminate uncertainty in economic exchanges. Thus, human trust is critical in long-term relationships where contracts cannot anticipate every situation. By fostering cooperation and reducing the need for constant monitoring, interpersonal trust can lower transaction costs and make economic exchanges more efficient. According to OECD analysis, drawing on Arrow's work, trust is identified as a mechanism that facilitates mutually beneficial exchange under imperfect information by reducing transaction costs (Organisation for Economic Co-operation and Development).
This becomes essential as digitalization enables firms to operate across national borders. While AI can overcome linguistic barriers through translation, it cannot fully account for differences in cultural norms and communication styles. Consequently, intercultural understanding is vital for avoiding misunderstandings in international business relationships. This is economically significant because cultural differences and low levels of trust can impede trade and cross-border exchange. In particular, lower levels of bilateral trust are associated with lower levels of trade, portfolio investment, and foreign direct investment (Guiso et al.). 
Human connections are also valuable since they make way for the exchange of tacit knowledge, which is difficult to systematize or transmit through automated systems. Through discussions, collaboration, and shared experiences, individuals can communicate contextual knowledge and challenge one another's assumptions, thereby generating new ideas. Senker's research regards tacit knowledge as a key component of innovation and argues that such knowledge can be transmitted through personal interaction. In this sense, human interaction can enhance the innovative capacity of AI-enabled firms.
2.3. Case study
Klarna's experience illustrates the complementary role of human connections in an AI-driven economy. In 2024, the Swedish fintech company introduced an OpenAI-powered customer-service assistant. Klarna reported that the assistant handled 2.3 million conversations in its first month, equivalent to the workload of around 700 full-time agents (Klarna). However, instead of demonstrating a conflict between technology and human labour, Klarna illustrates a comparative advantage: while AI is more efficient at processing standardized information, human employees can focus on context-dependent interactions. The case therefore suggests that the economic question is not whether AI will replace humans, but how firms can allocate tasks between AI and humans according to their respective advantages. 
3. Conclusion
On balance, modern economies remain fundamentally market-based, but networks increasingly shape how value is created, information is exchanged, and competition unfolds within those markets. Hence, networks have become a substantial force in modern economic activity. At the same time, the rise of AI does not make human connections economically irrelevant. Rather, as AI becomes capable of performing information-processing and routine tasks, human capabilities in building trust, understanding cultural contexts, and exchanging tacit knowledge become more valuable. The future of the AI-driven economy therefore lies not in replacing markets with networks or humans with AI, but in leveraging their complementary strengths to create economic value. 
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