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Abstract
This essay examines the extent to which modern economies are increasingly shaped by digital networks and platform-based systems rather than by traditional market mechanisms. It compares one-sided markets with two-sided platforms and analyzes how network effects influence search costs, market access, competition, and platform power. Findings suggest that digital networks substantially reshape how buyers, sellers, and platforms interact, although price, quality, demand, substitution, and competition continue to constrain digital markets. This essay also evaluates how artificial intelligence changes the economic importance of human connection. AI can automate routine and standardize interactions, reducing the value of some forms of interpersonal contact. However, in areas requiring trust, accountability, empathy, creativity, and strategic judgement, human relationships remain difficult to replace and may become relatively more valuable. Therefore, in the AI era, human connections become more economically important.







I. Introduction
Digital networks and artificial intelligence are no longer marginal features of economic activity. In 2024, e-sales accounted for 19.49% of EU enterprise turnover, while in 2025, 20% of EU enterprises with at least ten employees reported using AI technologies (Eurostat). Simultaneously, other studies suggest that markets remain largely determined by traditional economic mechanisms. This essay argues that modern economies are shaped by digital networks to a large extent because platforms increasingly determine matching, information flows and market access, while price, demand, quality and competition constrain the impact of these networks. It further argues that AI makes routine interpersonal exchanges less important, but increases the economic premium on human trust, empathy, creativity and strategic judgement. Thus, human connections are primed to become more economically important.
II. Networks, Markets, and the Modern Economy
Driven by technological advancements, traditional single-sided markets and two-sided markets together form the foundation of the modern economy. Traditional single-sided markets involve relatively direct exchanges between buyers and sellers. By contrast, a two-sided market connects interdependent groups through a platform. A network effect exists when the value of a product or service to a user change as the number of participating users changes (Katz and Shapiro). Credit cards are a classic example of the platform economy. A card becomes more useful to consumers when more merchants accept it, while merchants gain more from accepting it when more consumers use it. This interdependence also affects pricing, because platforms may charge the two sides differently to attract enough participation on both sides (Rochet and Tirole).

Compared to traditional market factors, networks can have more of an impact in shaping modern economies. This is owing to several reasons. Firstly, networks can significantly change the transaction behavior of buyers by lowering buyer’s cost of finding information about sellers’ prices and product offerings. For example, an online buyer can compare many prices, product specifications and reviews in minutes instead of visiting sellers individually. This not only improves the efficiency of their transaction but also reduces the risk of exploitation by sellers or platforms resulting from information asymmetry (Bakos). Therefore, networks substantially reshape the buyer side of markets by reducing informational friction, although consumers still face problems such as information overload, misleading reviews, and differences in product quality.
In addition, networks also allow firms to reach customers beyond a local area, while big-data-driven search rankings and recommendation systems can influence which sellers are prioritized for buyers. As a result, competition among sellers tends to increasingly rely on their online visibility. A survey on the U.S. real estate market reveals that 85% of homeowners want to hire agents who can promote their listings to a wider online user base (Zillow) since connecting to a larger network can increase the likelihood of sellers closing a sale. Furthermore, according to Figure 1, in 2023, approximately 42% of enterprises across various industries were already using recommendation engines to conduct personalized advertising strategies and provide customized marketing interactions. Hence, digital networks and algorithmic recommendations that lead to greater network connectivity have become a key factor in reshaping business competition.
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Figure 1: Recommendation Engine Market
(Source: https://www.grandviewresearch.com/industry-analysis/recommendation-engine-market-report)

Leveraging advantages afforded by both direct and indirect network effects, two-sided markets have driven major transformations in the modern economy regarding transaction models, geographical boundaries, and other dimensions. A direct network effect occurs when additional users on the same side make a service more valuable, such as a communication network becoming more useful as more people join. An indirect network effect occurs when growth on one side increases value on another side (OECD). When these feedback loops become sufficiently strong, networks can decide who is visible, who can enter, and how transactions are matched. This is particularly evident in industries where transactions are facilitated by scalable digital platforms. 
Modern economies nevertheless remain partly driven by traditional market forces because network advantages do not eliminate substitution, quality, price sensitivity, or profitability. Once network effects enable a single platform to possess immense market power, it can manipulate the market through its pricing strategies. As a result, platform users may forgo transactions based on their price sensitivity (OECD). Multi-homing—the use of multiple networks by either a buyer or a seller—has a similar disciplining effect. Even highly networked markets remain constrained by consumers’ willingness to switch, sellers’ need for sustainable margins, and the availability of substitutes. In summary, the modern economy is being significantly reshaped by networks, yet market factors continue to exert a constraining influence in specific contexts.
III. AI and Human Connection
AI strengthens these network structures by improving how platforms use information. In 2025, the proportion of EU enterprises with at least 10 employees adopting artificial intelligence applications nearly doubled to 20% from the 13.5% recorded in 2024. Of these, 11.8% of EU enterprises used AI to analyze written language, 9.5% used it to generate images, video or audio, and 8.8% used it to generate written or spoken language (Eurostat). As AI becomes more common, routine and information-based human contact becomes less economically important because the value of these exchanges often lies in transmitting standardized information rather than in the relationship itself. Experimental evidence shows that AI can reduce completion time for professional writing tasks by 40% while increasing output quality by 18% (Noy and Zhang). This broader mechanism is defined as a displacement effect, in which technology takes over tasks previously performed by labor (Acemoglu and Restrepo). Thus, basic customer questions, routine product explanations and standardized promotional messages can increasingly be delivered without another person. Therefore, there is a decline in the economic importance of routine interpersonal contact.
At the same time, AI can make deeper human connection more economically important because high-stakes decisions involve uncertainty, accountability, and trust rather than information processing alone. Huang, Rust and Maksimovic describe a developing “Feeling Economy” in which AI takes on more analytical tasks while human work shifts toward interpersonal and empathetic capabilities. Healthcare provides direct evidence of this distinction. In an experiment involving 1,183 participants, respondents preferred a human doctor most, a human doctor supported by AI second, and an AI system alone least. Trust, information disclosure, treatment adherence, and satisfaction were also highest with the human doctor (Riedl, Hogeterp, and Reuter). When a decision involves serious consequences, people value a responsible person who can interpret context, explain uncertainty, and be held accountable. AI can improve analysis, but human relationships still determine whether advice is trusted and acted upon.
From an individual perspective, the economic value of human connection may therefore rise even if the number of routine interactions falls. Granovetter’s research on the “strength of weak ties” shows that social relationships can transmit information and create mobility opportunities that people would not obtain through close contacts alone. AI can make information easier to generate, but it does not automatically provide reputation, mutual obligation, or a trusted social connection to the person receiving that information. This distinction becomes more important when AI-generated content is abundant and difficult to evaluate. Individuals may rely more heavily on trusted colleagues, mentors, professionals, and wider social networks to judge which opportunities and recommendations are credible. In summary, in the age of AI, human connection is becoming more economically important not because people need another person for every transaction, but because relationships provide trust, accountability, and access to socially embedded information that AI technologies cannot fully reproduce.
IV. Potential Risks and Solutions
The combination of AI, network power, and reduced routine human contact also creates risks for both institutions and individuals. Businesses may gain efficiency from AI applications but lose trust if customers cannot tell when they are interacting with AI or who is accountable for a decision. Individuals face a related privacy problem because targeted platforms depend heavily on behavioral and personal data. Therefore, a trusted digital economy requires limits on data collection, clear purposes for data use, security safeguards, openness, and accountability (OECD). Firms should therefore disclose when AI is being used, retain human oversight for high-stakes decisions, collect only data needed for a stated purpose, and provide meaningful consent. Furthermore, privacy-enhancing techniques can complement regulation.  For example, NIST identifies differential privacy as a framework for quantifying and limiting the privacy risk created when an individual’s data is analyzed (Near, Darais, and Lefkovitz). These measures preserve the efficiency of AI while protecting the trust on which valuable human connections and digital markets depend.
V. Conclusion
In conclusion, modern economies are shaped by networks to a significant but not complete extent. Digital platforms substantially alter search costs, market access, visibility, and the distribution of data, while network effects can amplify platform power. Meanwhile, switching, substitution, price, quality, and profitability continue to discipline these systems. In addition, AI intensifies this transformation by making standardized information and routine interaction cheaper to automate. However, the value of human connections becomes more concentrated in situations involving trust, accountability, empathy, creativity, and judgement. To ensure the smooth functioning of the modern economy, it is essential to require the reasonable disclosure of applications of AI technology by enterprises as well as effective and targeted market regulation by the government.
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