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Abstract
[bookmark: _GoBack]This study examines the transformation of global digital advertising markets driven by the emergence of marketplace platforms as dominant advertising channels, utilizing Russia's natural experiment following Google and Meta's 2022 exit to test core assumptions of platform competition theory. Through comparative analysis of market concentration dynamics across major jurisdictions, we demonstrate that the traditional correlation between user attention and advertising revenue has decoupled, challenging established theories of two-sided markets and market definition approaches in competition law. Our empirical findings reveal that marketplace platforms achieve superior monetization efficiency through integrated commerce models rather than traditional attention-selling mechanisms, representing a paradigm shift with significant implications for competition policy and regulatory design. The research contributes by demonstrating that marketplace platforms achieve market dominance through commerce infrastructure control rather than traditional user attention metrics, requiring fundamental revision of market definition approaches in digital platform regulation.
Keywords: marketplace, advertising, digital platform, attention-revenue decoupling, competition law, digital markets, regulation
JEL classification: K21, L13, L41, L86, L81
Introduction
The global digital advertising market has undergone structural transformation that challenges assumptions in law and economics theory about platform competition and market dynamics. Digital advertising expenditure exceeded $800 billion globally in 2024, representing 71% of total advertising spending, with projections reaching $1.1 trillion by 2027. The traditional understanding of how platforms monetize user engagement has been disrupted by the emergence of marketplace advertising as the fastest-growing segment of digital advertising markets, with retail media networks generating over $150 billion in revenue and growing at rates of 20-25% annually compared to 5-10% for traditional digital advertising formats.
The rise of marketplace platforms such as Amazon, which has become the largest retail advertising network globally despite having a smaller user base than traditional social media platforms, illustrates this paradigmatic shift from attention-based to commerce-integrated business models. Amazon's advertising business generated over $40 billion in revenue in 2023 while growing twice as fast as Google's advertising business, demonstrating monetization efficiency that cannot be explained by traditional attention-based models.
Traditional platform economics theory, grounded in the work of Rochet and Tirole (2003) on two-sided markets and extended by contemporary scholars such as Belleflamme and Peitz (2021), posits that digital platforms create value primarily by facilitating connections between users and advertisers, with user attention serving as the primary commodity being monetized. This theoretical framework has informed regulatory approaches worldwide, including the European Union's Digital Markets Act, which designates "gatekeepers" based largely on user engagement metrics and assumes persistent platform dominance through network effects and data advantages.
However, empirical evidence from multiple jurisdictions suggests that this theoretical foundation may be insufficient to capture emerging competitive dynamics. The Russian digital advertising market provides a unique natural experiment for testing these assumptions, as the voluntary withdrawal of Google and forced exit of Meta in 2022 created unprecedented conditions for observing competitive dynamics typically obscured by incumbent platform dominance. The resulting market transformation reveals patterns that challenge core assumptions about the relationship between user attention and advertising revenue, the persistence of network effects, and the inevitability of high market concentration in digital platform markets.
Problem Statement 
Contemporary law and economics scholarship on digital platform regulation has focused largely on traditional social media and search advertising models, with insufficient attention to the emerging dominance of marketplace advertising and its implications for competition theory and regulatory design. Current theoretical frameworks assume that platforms primarily monetize user attention through advertising exposure, forming the basis for market definition and competitive analysis in antitrust enforcement. Miller's (2025) work on industrial organization and market power emphasizes the importance of understanding how technological advancements reshape competitive landscapes, yet this insight has not been systematically applied to the marketplace advertising phenomenon.
The rapid growth of marketplace advertising challenges these theoretical foundations in several ways. Recent empirical evidence demonstrates that marketplace advertising achieves conversion rates of 10% compared to 3.75% for traditional search advertising, suggesting different competitive dynamics that current legal and economic frameworks may not capture adequately. The monetization efficiency of retail media platforms exceeds traditional digital advertising formats through integration of commerce infrastructure, enabling value capture from both advertising fees and transaction facilitation.
The regulatory implications of this transformation remain largely unexplored in law and economics literature. Contemporary research on algorithmic collusion by Calvano et al. (2020) demonstrates how artificial intelligence transforms market dynamics through automated pricing decisions that lead to supracompetitive outcomes without explicit coordination. However, this analysis has focused primarily on price coordination rather than the business model innovations that characterize marketplace advertising. Similarly, analysis of platform regulation frameworks has not extended to address the unique competitive dynamics of integrated commerce models.
Recent work on platform competition reveals additional complexities in digital market regulation. Harrington's (2018) analysis of collusion by autonomous artificial agents provides insights into how algorithmic decision-making creates competitive challenges not captured by traditional antitrust frameworks, yet these insights require extension to marketplace advertising contexts where algorithms optimize for purchase intent capture rather than pure attention monetization.
Research Objectives
This research aims to advance law and economics understanding of digital platform competition by analyzing the marketplace advertising revolution and its implications for competition theory and regulatory design. Building on Miller's (2025) insights into how market power evolves through technological change, we examine whether marketplace platforms achieve superior performance through mechanisms not captured by traditional two-sided market theory.
The primary objective involves testing the theoretical assumption that user attention correlates directly with advertising revenue potential, which forms the foundation for market definition approaches in competition law. Through comparative analysis of platform monetization efficiency across different business models, informed by recent advances in platform competition theory, we examine whether marketplace platforms operate according to different principles than traditional advertising platforms.
A secondary objective focuses on analyzing the global pattern of marketplace advertising growth to determine whether this represents systematic transformation of digital advertising markets or jurisdiction-specific phenomena. By examining market concentration dynamics across multiple regulatory environments, we assess whether current legal frameworks adequately address emerging competitive dynamics in digital platform markets.
The research also aims to evaluate the regulatory implications of marketplace advertising dominance for competition policy design. Through comparative institutional analysis of different regulatory approaches, we assess how effectively current frameworks address the competitive dynamics driving marketplace advertising growth and whether reconceptualization of digital market regulation may be necessary.
Literature Review
The theoretical foundations of platform economics have been established through extensive research on two-sided markets and network effects, beginning with the seminal work of Rochet and Tirole (2003) and extended by contemporary scholars including Belleflamme and Peitz (2021). Their framework emphasizes that digital platforms create value by facilitating interactions between different user groups, with network effects serving as the primary source of competitive advantage. This theoretical foundation assumes that platforms monetize user attention primarily through advertising exposure, with larger user bases generating proportionally greater advertising revenue.
Recent empirical research has begun to challenge some assumptions of traditional platform theory. Miller's (2025) analysis of industrial organization and the rise of market power provides crucial insights into how technological advancements reshape competitive landscapes. His work demonstrates that industry studies reveal technological change as a primary driver of market evolution, challenging traditional assumptions about the persistence of competitive advantages. Miller's findings suggest that business model innovation rather than traditional barriers to entry may be the key factor determining competitive outcomes in digital markets.
Contemporary research by Loertscher (2024) on procurement auctions and collusive mechanisms provides theoretical foundations for understanding how dominant platforms might leverage integrated business models to maintain competitive advantages. Her work on auction design and strategic bidding behavior offers insights into how marketplace platforms might achieve superior monetization efficiency through sophisticated matching algorithms that connect high-intent consumers with relevant advertisers.
Calvano et al. (2020) provide essential insights into how algorithmic decision-making transforms competitive dynamics in digital markets. Their experimental findings demonstrate that artificial intelligence-powered pricing algorithms consistently learn to charge supracompetitive prices without explicit coordination, with punishments that are finite in duration followed by gradual returns to cooperation. This research suggests that marketplace advertising platforms may achieve superior performance through algorithmic optimization of advertiser-consumer matching rather than traditional network effects.
Harrington's (2018) groundbreaking analysis of collusion by autonomous artificial agents reveals how algorithmic decision-making creates competitive challenges not adequately addressed by traditional antitrust frameworks. His work demonstrates that software programs can develop collusive strategies through trial and error without prior coordination or communication, raising important questions about how competition authorities should address algorithmic optimization in marketplace advertising contexts.
Recent theoretical work by Rey (2024) on predatory pricing and platform exclusion provides important frameworks for understanding how dominant platforms might use business model innovation to foreclose competition. His dynamic model of predation offers insights into how marketplace platforms might leverage integrated commerce models to exclude traditional advertising platforms from key consumer touchpoints during purchase decision-making.
Motta and Shelegia (2025) examine the "kill zone" phenomenon where platforms strategically copy competing products to eliminate potential threats. Their analysis provides valuable insights into how marketplace platforms might leverage superior monetization efficiency to foreclose competition from traditional advertising platforms, particularly through vertical integration of commerce infrastructure and advertising services.
Contemporary regulatory analysis reveals the challenges of applying traditional competition law frameworks to digital platform markets. Recent work on Digital Markets Act implementation demonstrates that gatekeeper designation criteria emphasizing user-facing metrics may inadequately capture marketplace platforms that achieve market dominance through advertiser-facing services rather than pure user attention.
Research on market definition in digital platform environments reveals the complexities of applying traditional market analysis to two-sided platforms. The multi-markets approach, which defines separate markets for each side of a platform, may be more appropriate for analyzing marketplace advertising where revenue generation operates through integrated commerce models rather than simple attention monetization.
Industry analysis documents that retail media spending reached over $150 billion globally in 2024, representing approximately 20% of all digital advertising spend and demonstrating growth rates significantly exceeding traditional digital channels. The emergence of Facebook as a leading channel for retail media, representing 29% of impressions and growing throughout 2024, demonstrates how traditional social media platforms adapt to marketplace advertising dominance rather than competing against it.
Contemporary research on retail media networks reveals the superior conversion rates and monetization efficiency achieved by marketplace advertising compared to traditional digital formats. These empirical findings suggest that marketplace platforms operate according to different competitive principles than traditional attention-selling platforms, optimizing for purchase intent capture rather than engagement maximization.
Hypotheses
Based on theoretical analysis informed by contemporary research on platform competition and business model innovation, this research tests four primary hypotheses about digital platform competition and market dynamics.
The first hypothesis proposes that marketplace advertising platforms achieve superior monetization efficiency compared to traditional digital advertising platforms through integrated commerce models that capture both advertising fees and transaction value. Drawing on Miller's (2025) insights into how technological advancements drive competitive advantages, we predict that this efficiency stems from capturing users at the point of purchase intent rather than attempting to generate intent through advertising exposure, resulting in higher conversion rates, revenue per user, and profit margins than traditional attention-based platforms.
The second hypothesis suggests that user attention metrics and advertising revenue allocation follow different patterns in marketplace-dominated markets, challenging traditional assumptions about attention-based market definition in competition law. Building on insights from algorithmic competition research by Calvano et al. (2020), we predict that if marketplace platforms can achieve substantial advertising revenue with relatively limited user attention share while attention-rich platforms generate modest advertising revenues, this decoupling would require reconceptualization of market analysis in antitrust enforcement.
The third hypothesis proposes that the rise of marketplace advertising represents systematic global transformation rather than jurisdiction-specific phenomenon, with similar growth patterns and competitive dynamics observable across diverse regulatory environments. Building on theoretical frameworks for analyzing competitive modes across different regulatory environments, we predict that if marketplace advertising growth occurs consistently across markets with different legal systems and economic structures, this would suggest that technological and business model innovation rather than regulatory factors drive market evolution.
The fourth hypothesis argues that current competition law frameworks, designed around traditional platform models, inadequately address marketplace advertising dominance due to focus on attention-based rather than commerce-based competitive metrics. Drawing on analysis of regulatory design in digital markets, we predict that if marketplace platforms achieve market power through control of commerce infrastructure and advertiser-facing services rather than user attention, existing regulatory approaches may create gaps that enable market concentration without effective oversight.
Methodology
This research employs Russia's digital advertising market transformation following Google and Meta's exit as a natural experiment to test hypotheses about marketplace advertising growth and competitive dynamics. The natural experiment approach, validated by Miller's (2025) emphasis on the importance of real-world market disruptions for testing economic theory, provides empirical evidence unavailable in markets where incumbent platforms remain active, allowing observation of competitive dynamics typically obscured by existing market structures.
The research design combines quantitative market analysis with qualitative regulatory assessment using comparative institutional economics approaches. Russian market data serves as the primary natural experiment, supplemented with global trend analysis to validate findings across multiple jurisdictions and regulatory environments. This comparative approach enables assessment of whether observed patterns reflect systematic transformation or jurisdiction-specific factors.
Primary data sources include market concentration measurements using the Herfindahl-Hirschman Index and market share analysis across platform types, drawing on methodological approaches established in recent industrial organization literature. Comparative platform performance metrics include conversion rates, average revenue per user, and profit margins, utilizing industry data from retail media analysis and digital advertising reports.
The Russian market transformation data encompasses market share evolution from 2021-2024 sourced from industry reports and regulatory filings, comparative attention versus revenue metrics for different platform types based on MediaScope and international market research, and detailed analysis of marketplace platform growth patterns including specific examination of how platforms like marketplaces (Ozon and Wildberries) achieved rapid monetization efficiency.

Statistical analysis methods include market concentration measurement using HHI and concentration ratios across platform types to identify patterns of competitive advantage, correlation analysis between attention metrics and revenue allocation to test the assumption of attention-revenue correlation emphasized in traditional platform theory, comparative analysis of average revenue per user and monetization efficiency across different business models, and growth rate analysis comparing marketplace advertising with traditional digital advertising segments.
Results 
The empirical analysis reveals transformation in digital advertising market structure driven by marketplace platform growth, with patterns that challenge core assumptions of platform competition theory validated by Miller's (2025) research on technological change as a driver of market evolution. The Russian natural experiment provides particularly clear evidence of these dynamics due to the elimination of incumbent platform advantages that typically obscure competitive processes.
Following Google and Meta's exit from the Russian market in 2022, marketplace platforms represented by marketplaces Ozon and Wildberries achieved remarkable market penetration, capturing 34% of the digital advertising market within 24 months. This growth rate significantly exceeded that of traditional digital platforms during the same period, despite marketplace platforms having smaller user bases and lower user engagement metrics than social media or search platforms. The superior growth performance of marketplace advertising cannot be explained by traditional metrics of platform success such as daily active users, time spent on platform, or network effects.
The Russian market transformation validates global trends in marketplace advertising dominance documented in recent industry research. Comparative analysis across jurisdictions reveals similar patterns of marketplace advertising growth, with retail media segments achieving growth rates of 20-25% annually compared to 5-10% for traditional digital advertising. Amazon's emergence as the dominant retail advertising network globally, generating advertising revenue growth that exceeds Google's advertising business in retail categories, demonstrates that this transformation extends beyond any single market or regulatory environment.
The attention-revenue correlation analysis produces the most theoretically significant findings of this research, challenging assumptions embedded in current regulatory frameworks. Traditional platform economics theory assumes direct correlation between user attention and advertising revenue potential, yet empirical evidence reveals decoupling of these metrics in marketplace-dominated markets. Yandex demonstrated declining attention share while substantially increasing revenue share during the market transformation period, while Telegram exhibited growing attention metrics with modest revenue growth. Most significantly, marketplace platforms achieved substantial revenue growth while maintaining relatively limited attention share compared to social media platforms.
This decoupling suggests that marketplace platforms operate according to different competitive principles than traditional attention-selling platforms, validating insights from algorithmic optimization research by Calvano et al. (2020). Rather than maximizing user time-on-platform or engagement metrics, marketplace platforms optimize for purchase intent capture and transaction facilitation. The superior monetization efficiency stems from integrating advertising with commerce infrastructure, enabling revenue capture from both advertising fees and transaction commissions.
Market concentration analysis reveals complex dynamics that challenge traditional assumptions about digital platform competition. The Russian market experienced rapid concentration following incumbent platform exit, with the Herfindahl-Hirschman Index increasing from approximately 2750 to 2950. However, this concentration reflected the emergence of marketplace platforms rather than traditional social media or search dominance. Global analysis shows similar patterns, with marketplace advertising contributing to both market growth and structural transformation rather than simple concentration increases.
The speed of market transformation challenges theoretical predictions about switching costs and network effects in digital advertising markets. Complete redistribution of 40% market share within 24 months suggests that marketplace advertising platforms may overcome traditional barriers to entry more rapidly than theoretical models predict. This finding has significant implications for competition policy, as it suggests that market dominance in digital advertising may be less persistent than current regulatory frameworks assume.
Contemporary global data supports these findings, with retail media representing approximately 20% of all digital advertising spend in 2024 and showing consistent growth patterns across diverse jurisdictions. The emergence of Facebook as the leading channel for retail media, representing 29% of impressions overall and growing throughout 2024, demonstrates how traditional social media platforms are adapting to marketplace advertising dominance rather than competing against it, suggesting shifts in competitive dynamics rather than simple market expansion.
Regulatory and Policy Implications
The empirical findings have significant implications for competition law and regulatory design in digital markets. Current regulatory frameworks are grounded in theoretical assumptions about platform competition that may not adequately capture the competitive dynamics driving marketplace advertising growth.
The decoupling between user attention and advertising revenue allocation challenges market definition approaches in competition law that rely heavily on user engagement metrics. Traditional antitrust analysis defines relevant markets based on consumer-facing characteristics such as user numbers, time spent on platform, and switching patterns. However, if advertising revenue allocation follows different patterns than user attention distribution, particularly in marketplace-dominated markets, competition authorities may need to develop commerce-based rather than attention-based market definition approaches.
The Digital Markets Act's gatekeeper designation criteria emphasize user-facing metrics including number of users, revenue thresholds, and market capitalization. These criteria may adequately capture traditional social media and search platforms but could miss marketplace platforms that achieve market dominance through advertiser-facing services and commerce infrastructure control rather than pure user attention. The superior monetization efficiency of marketplace advertising, demonstrated by conversion rates of 10% compared to 3.75% for traditional search advertising, suggests that smaller platforms in terms of user metrics may wield greater market power in terms of advertiser options and competitive dynamics.
The rapid pace of marketplace advertising growth creates additional regulatory challenges identified in research on how technological change outpaces regulatory adaptation. Traditional competition law enforcement operates on timescales measured in years, while digital market transformation occurs within months. The 20-25% annual growth rate of marketplace advertising globally suggests that market structures may evolve faster than regulatory frameworks can adapt. Competition authorities may need more dynamic assessment mechanisms that can respond to rapid technological and business model innovation.
The global nature of marketplace advertising platforms creates coordination challenges for national competition authorities. Amazon, for example, operates advertising businesses across multiple jurisdictions with varying regulatory approaches, potentially creating arbitrage opportunities and enforcement gaps. Effective regulation of marketplace advertising dominance may require international coordination and harmonized approaches that address the global scale of platform operations.
Drawing on insights from research on algorithmic decision-making by Calvano et al. (2020), regulatory frameworks may need to address how marketplace platforms use sophisticated algorithms to optimize advertiser-consumer matching in ways that create competitive advantages not captured by traditional market power metrics. The superior performance of marketplace advertising may stem from algorithmic efficiency in connecting high-intent consumers with relevant advertisers rather than simple network effects or data advantages.
Theoretical Contributions and Future Research
This research contributes to law and economics literature by providing empirical evidence that challenges assumptions about digital platform competition and market dynamics, building on theoretical insights from contemporary scholars in industrial organization and competition policy. The documented decoupling between user attention and advertising revenue allocation represents a significant theoretical finding that requires reconceptualization of platform competition models and market definition approaches in competition law.
The marketplace advertising revolution demonstrates how business model innovation can reshape competitive landscapes faster than regulatory frameworks adapt, creating challenges for effective competition policy implementation. The integrated commerce model represents a departure from traditional two-sided market theory, suggesting need for new theoretical frameworks that account for multi-sided value capture and physical-digital integration rather than pure digital network effects.
The natural experiment methodology employed in this research, validated by Miller's (2025) emphasis on real-world market disruptions for testing theory, demonstrates the value of natural experiments for testing theoretical predictions about platform competition. The Russian market transformation provides empirical evidence unavailable through traditional economic analysis, offering insights into competitive dynamics that are typically obscured by incumbent platform advantages. This methodology could be extended to other markets experiencing similar transformations or to different sectors where platform business models are evolving.
The findings regarding the persistence of competitive advantages in digital markets contribute to ongoing debates about the durability of platform market power. The rapid market transformation observed in Russia, combined with global trends in marketplace advertising growth, suggests that network effects and economies of scale may create less persistent competitive advantages than commonly assumed, particularly when business model innovation enables superior monetization efficiency through algorithmic optimization.
Future research should examine the long-term competitive dynamics of marketplace advertising dominance to determine whether this represents stable equilibrium or transitional phase toward new competitive configurations. The physical-digital integration of marketplace platforms may create more durable competitive advantages than traditional digital platforms, but this requires longitudinal analysis across multiple market cycles informed by frameworks for analyzing different competitive modes.
The consumer welfare implications of marketplace advertising dominance require systematic investigation informed by recent industrial organization research. While this research focuses on advertiser-facing competition and regulatory design, the ultimate test of competition policy effectiveness involves consumer outcomes including pricing effects, product choice, innovation incentives, and market access.
Cross-sector analysis could extend the methodology developed here to other industries experiencing platform business model evolution. Financial services, healthcare, education, and other sectors are experiencing similar transformation from traditional service models to integrated platform approaches. Understanding how business model innovation affects competitive dynamics across different sectors would provide broader insights for competition policy design informed by the theoretical frameworks developed in this research.
Conclusions
This research provides compelling evidence that the global digital advertising market is experiencing transformation driven by marketplace platforms' superior business model efficiency rather than traditional competitive advantages emphasized in platform economics literature. The rise of marketplace advertising represents qualitative transformation from attention-based to commerce-integrated monetization models with significant implications for competition theory, market definition approaches, and regulatory design in digital markets.
The empirical findings demonstrate that the traditional correlation between user attention and advertising revenue has decoupled in marketplace-dominated markets, challenging core assumptions of two-sided market theory and market definition approaches used in antitrust analysis. Marketplace platforms achieve superior monetization efficiency through integrated commerce models that capture both advertising and transaction value, rather than simply selling access to user attention as traditional platforms do, confirming theoretical predictions about the importance of business model innovation in driving competitive advantage.
The natural experiment provided by Russia's market transformation validates global trends in marketplace advertising growth and reveals competitive dynamics typically obscured by incumbent platform dominance. The rapid redistribution of market shares following incumbent platform exit demonstrates that network effects and entry barriers in digital advertising may be less persistent than assumed by current regulatory frameworks, supporting arguments for more dynamic and flexible approaches to competition policy.
From a regulatory perspective, current legal frameworks designed around traditional platform models may inadequately address marketplace advertising dominance due to focus on attention-based rather than commerce-based competitive metrics. The Digital Markets Act and similar regulatory approaches worldwide emphasize user-facing metrics that may miss advertiser-facing market power emerging through control of purchase intent and transaction infrastructure, highlighting the need for regulatory adaptation.
The global consistency of marketplace advertising growth patterns across diverse jurisdictions indicates systematic transformation of digital advertising markets rather than jurisdiction-specific phenomena. This suggests that technological and business model innovation rather than regulatory factors drive market evolution, requiring international coordination and harmonized approaches to address global marketplace platform dominance effectively.
The theoretical implications extend beyond digital advertising to broader questions about platform competition, business model innovation, and regulatory adaptation in rapidly evolving markets. The marketplace advertising revolution illustrates how business model innovation can reshape competitive landscapes faster than regulatory frameworks adapt, creating ongoing challenges for effective competition policy implementation in technology-driven sectors.
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