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The recent explosion of  
social networks is a 
revolution in the 
information world. 
 
 
 
 
 
 
 
 
 
 
This revolution has been 
made possible by today’s 
cheap technology. 
 
 
 
 
 
 
 
 
 
Overall, this 
development is 
tremendously beneficial 
to growth and social 
development. 
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In the past, economists have treated phenomena like Wikipedia, a free online resource 
that offers a serious alternative to Encyclopedia Britannica, and SETI@Home, a 4.5 
million-plus volunteer network of personal computers that has created the most 
powerful supercomputer on Earth, and other such innovations as curiosities or perhaps 
transient fads. This is misguided, says Yochai Benkler, in his book, The Wealth of 
Networks. We should instead, says Benkler, see them for what they are: a new mode of 
production emerging in the middle of the most advanced economies in the world—
those that are the most fully computer-networked and in which information goods and 
services have come to occupy the highest-valued roles. 
The first part of Benkler’s book establishes a number of important, basic economic 
observations. The author points out that we are witnessing the emergence of a new 
stage in the information economy, a stage he calls the “networked information 
economy.” Benkler says the networked information economy is increasingly displacing 
the industrial information economy that typified information production from about the 
second half of the nineteenth century and throughout the twentieth century. 
Decentralized individual action characterizes the networked information economy. 
Specifically, new and important cooperative and coordinate action carried out through 
radically distributed, non-market mechanisms that do not depend on proprietary 
strategies. This type of action plays a much greater role than it did, or could have, in the 
industrial information economy.  The catalyst for this change, argues Benkler, is the 
happenstance of the technology of computation, and its ripple effects throughout the 
technologies of communication and storage. 
Advanced information and communications technologies have removed the physical 
constraints on effective information production. This change has made human creativity 
and the economics of information itself the core structuring facts in the new networked 
information economy.  Benkler notes these activities have quite different characteristics 
than coal, steel, and manual human labor, which characterized the industrial economy 
and structured our basic thinking about economic production for the past century.  It 
also has given non-market production much greater importance. Individuals, says 
Benkler, can reach and inform or edify millions around the world. 
The fact that every such effort is available to anyone connected to the network from 
anywhere has led to the emergence of coordinate effects, where the aggregate effect of 
individual action, even when it is not self-consciously cooperative, produces the 
coordinate effect of a new and rich information environment. One needs only to run a 
Google search on any subject of interest to see how the “information good” that is the 
response to one’s query is produced by the coordinate effects of the uncoordinated 
actions of a wide and diverse range of individuals and organizations acting on a wide 
range of motivations—both market and non-market, state-based and non-state. 
The second part of Benkler’s book examines how technological, economic, and social 
affordances of the networked information environment affect a series of core 
commitments of a wide range of liberal democracies.  Benkler’s major thesis is that the 
diversity of ways of organizing information production and use opens a range of 
possibilities for pursuing the core political values of liberal societies—individual 
freedom, a more genuinely participatory political system, a critical culture, and social 
justice. 
The emergence of the networked information economy promises to expand the 
horizons of the feasible in political imagination. Benkler argues that the networked 
information economy improves the practical capacities of individuals along three 
dimensions: (1) it improves their capacity to do more for and by themselves; (2) it 
enhances their capacity to do more in loose commonality with others, without being 
constrained to organize their relationship through a price system or in traditional 
hierarchical models of social and economic organizations; and (3) it improves the 
capacity of individuals to do more in formal organizations that operate outside the 
market sphere.  Individuals, says Benkler, are using their newly expanded practical 
freedom to act and cooperate with others in ways that improve the practiced experience 
of democracy, justice and development, a critical culture, and community. 
Benkler’s book is a tour de force. It should be considered required reading for all 
analysts and investment managers. 
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