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Will Amazon emerge as a leader in advertising? In the short run, 

it is unlikely. Facebook and Google are way ahead at the moment 

and all players are expected to grow as a percentage of their 

current digital advertising spend through 2022.

Yet Amazon’s offerings and capabilities are growing rapidly and, 

like Facebook and Google, Amazon will be grabbing share from 

smaller players as well as an incremental share from the 

offline-to-online transition. In October 2018, CNBC reported that 

some advertisers, particularly in the consumer packaged goods 

space, were moving as much as half their search budget from 

Google to Amazon1. Brands are increasingly recognizing 

Amazon’s vast customer reach, particularly to its more than 100 

million Prime subscribers. Several big brands including General 

Mills, Hershey’s and Unilever that sell their products on Amazon 

have increased their advertising on the site this year2. 

So, how big is the overall ad business?

According to Zenith, global ad expenditure is expected to grow by 4.7% in 2019, reaching $623 Bn by the end of the 

year and $683 Bn by 2021, growing at a CAGR of 4%. The world’s top seven advertising markets by size will remain 

stable between 2018 and 2021. In 2021, India will enter the top ten in eighth place, moving France and Australia down 

one place each and pushing Indonesia out of the top ten. Six of the ten largest contributors will be Rising Markets* 

(China, India, Indonesia, Brazil, Russia, and South Korea), which will contribute 34% of new ad spend over the next 

three years3.

2018 digital ad-revenue (in $ Bn)

Source: Latest Annual Reports
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Within digital advertising, mobile advertising is booming and is expected to grow further

According to various reports, mobile advertising is the 

highest growing advertising medium within digital 

advertising.

In 2018, Zenith projected that mobile advertising will 

account for 66% of Internet ad expenditure in 2020 and 29% 

of all advertisement expenditure4. Another study by 

AppsFlyer in 2018 states that the growing mobile advertising 

world has seen spend of $38.9 Bn in 2018, with 34% growth 

over 2017 and is expected to reach $64.1 Bn globally5.
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Technology is playing a big role in transforming modern-day advertising 

There is no area where technology has not brought about a change in the way something works and advertising is 

one of them. With the advancement in technology, many platforms are made available through which advertisers 

can reach out to their target customers. Technology has made it possible for advertisers to reach their prospective 

customers anywhere in the globe with the use of the internet. This is facilitated by the rising use of handheld 

devices such as smartphones, tablets, and laptops.

Digital advertising is the highest growing channel among various advertising channels 
and it is constantly gaining more share

As digital devices proliferate more and more into people’s homes and lives, consumers' digital habits are changing 

at a very fast pace. They are spending more time than ever, hooked to these devices. These digital consumers crave 

experiences that are personal, unique and uncluttered. Companies are exploiting this opportunity to increase their 

bottom line through targeted advertisements and messaging using various digital channels. In addition, digital 

advertising is getting better day by day with the application of sophisticated technologies like artificial intelligence, 

machine learning, AR/VR, etc. As this trend continues, digital advertising is expected to thrive further in the coming 

days.

Source: eMarketer, 2018 Source: eMarketer, 2018
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Factors driving the growth of digital advertising 

The duopoly of Google and Facebook dominate Digital advertising 

Internet behemoths Facebook and Google collectively dominate the online ad market. Both the players are so big 

that they are squeezing the smaller players out of the market. 

eMarketer has forecast that digital ad spending will rise 17.1% over 2018 to $327.28 Bn in 2019, with Alibaba, 

Facebook and Google as the leading digital ad space sellers. The three companies will account for 61.2% of the total 

global digital ad market in 20196. The future of other advertising platforms is challenging as the 3 players are 

dominating the market. Smaller players and new entrants will have to face tough competition.

The top three players in the digital advertising market have adopted different business 
models to capture the market

Google remains the biggest platform for online 

advertising across the globe. It holds the largest share of 

total US digital ad spend, with 38.2% market share7.

Google’s business model is different from other 

advertisement platforms in terms of the insights and 

analysis of people’s online behavior and is a great value 

proposition. Its services and offerings such as Gmail, 

Google Docs, Google Search, also have dedicated spots 

for advertisement.

The rise of global online shopping due to easy access 

Better ROI as ads are targeted and personalized which 
converts more buyers

The shift of viewership from traditional TV to 
digital channels

Digital ads are data-driven targeted ads and 
the industry has a huge set of consumer data

Mobile phone internet adoption and 
improved mobile internet penetration

The rise of technologies such as predictive 
analytics, big data, and artificial intelligence

Factors driving 
the growth of 

digital 
advertising

Google Ad Revenue (in $ Bn)

140.73
116.31

95.37
79.38

2016 2017 2018 2019*

Source: Google 10K report, 2018
*2019 figure is estimated considering similar growth rate as last 2 years
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Source: FourWeekMBA.com

AdWords: The bulk of Google’s revenues in 2018 came from its proprietary advertising service, Google AdWords, 

which are at the heart of the company's model. AdWords advertisements integration touches almost all of Google’s 

web properties. To gain the top spot in Google advertisements, advertisers have to outbid each other. Higher bids 

move up the list, while lower bids may not even be displayed.

With a 21.8% market share, Facebook holds one of the 

largest shares of total US digital ad spend8. The Facebook 

Business Model was designed to generate revenue 

primarily from its unique ability to provide targeted 

advertisements8. They generate substantially all of their 

revenue by selling ad space on their platform to marketers 

and third parties, offering the ability to target ads to 

specific types of consumers. 

Advertisers can use the wealth of personal data about 

users from Facebook's product ecosystem for ads. 

Users

Businesses Publishers
Bid on keywords - helps to pay publishers for their 

effort to product content

While users don’t pay for using the service,
Google’s revenue streams come from

businesses bidding on keywords searched by 
users

Facebook Ad Revenue (in $ Bn)

79.21

55.01

39.94
26.88

2016 2017 2018 2019*

Source: Facebook 10K report, 2018
*2019 figure is estimated considering similar growth rate as last 2 years

https://www.course5i.com/


copyright 2019 Course55

Users Businesses

Unlimited source of 
entertainment for Facebook 
users. The feed is an infinite 
scroll

Business pay Facebook ads 
based on impressions, likes, 
shares etc.

While users don't pay for using the service, 
98% of Facebook revenue streams come 

from targeted advertising. Facebook (Also 
Instagram) thanks to the dat users provide 
to its algorithm. The dat (in the form of ads) 

is sold to businesses

Hidden Revenue Generation

Feed is the most 
precious asset 
for Facebook.

The Feed

Source: FourWeekMBA.com

Alibaba is the market leader in China in ad sales, and will 

account for around 32% of the total net digital ad revenue 

in this market in 20199. Alimama, the advertising platform 

of Alibaba, plays a significant role in Alibaba’s business, 

with 60% of the company’s revenues being derived from 

Alimama. 

Well ahead of Baidu and Tencent, Alibaba has built one of 

the most dominant advertising businesses in China, simply 

because of its scale and access to data of nearly 500 

million shoppers across its marketplaces10. The data 

generated through their platforms has attracted 

advertisers who are looking to obtain greater insights into 

potential customers. Alibaba’s online marketing 

technology provides merchants on its platform with 

marketing services on desktop and mobile.

Source: Alibaba Group 10K report, 2018
*2019 figure is estimated considering similar growth rate as last 2 years

Alibaba Ad Revenue (in $ Bn)

33.93

21.34

13.48
8.40

2016 2017 2018 2019*

https://www.course5i.com/


copyright 2019 Course56

Alimama: Alimama is the biggest open marketing platform in China. It acts like AdSense in China. Alimama has the 

ability to track users across Alibaba’s multitude of digital platforms — Taobao, Tmall, AliPay, UCWeb, AliExpress, 

GaoDeMap – developing a deeper understanding of users’ journey and buying behavior. This enables them to 

provide targeted ads.

Place personalized ads on 
various platforms

Generate user data by 
tracking

Data used for personalized 
targeting

Publishers & Advertisers

Bid for keywords/ranking - 
Fees also paid for publishers

Amazon will likely steal advertising business from the duopoly  

Amazon couldn’t have chosen a better time than now to enter the advertising business, when public perceptions 

of Google and Facebook have soured due to privacy and other issues. Additionally, some advertisers are yet to 

return to YouTube, a growing ad channel for Google, after brands like AT&T were found appearing adjacent to 

videos that promoted racism or terrorism.

Facebook could lose some ad business, amid privacy concerns

Amazon could double its ad revenue among top US ad buyers in the next two years, giving it 12% of total digital ad 

spending in 2020. Meanwhile, Facebook’s main social network platform is expected to lose 3% of the market share 

in 2020. Facebook is more vulnerable to lose business due to its various privacy breaches11. Privacy concerns would 

result in decreased ad spend on Facebook, more than on any other platform. 

A new Cowen survey among 50 senior US advertising buyers in December 2018 revealed that Amazon is expected 

to gain more digital ad market share by 2020, compared to any other platform. Google and YouTube are expected 

to lose a modest amount of ad revenue share as well through 2020. Facebook-owned Instagram is expected to see 

a 2% increase by that time, helping to offset or reduce the parent company’s loss. Amazon will grab share from 

Facebook ads because many marketers just use FB ads to sell products and books on Amazon.
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Google will lose some revenue too

While Amazon gains market share, market leader Google 

is expected to lose 1% market share, dropping from 38.2% 

to 37.2%12.

The research group, eMarketer, finds that consumers are 

increasingly searching for products on Amazon rather 

than Google, enabling it to charge a higher premium. With 

such an infrastructure and many e-commerce platforms 

hosted on Amazon infrastructure, more and more 

entrepreneurs and marketers are willing to pay for 

Amazon’s advertising services.

A study published by Suvatra, ad and market research firm, in December 2018 states that 49% of customer product 

searches start on Amazon when they are planning to shop online. It also stated that approximately 31% of 

consumers felt that Amazon’s ads were better for locating trusted brands, compared to a near 22% for Google13. 

Facebook

Amazon

58% 56%

7%

38% 37%

4%

2018 2020

Share of US digital ad spending 2018 
and 2020 (E)

Facebook & Google Amazon Other
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Source: eMarketer
*2023 estimation is from Pivotal Research

Amazon and its advertising business

It is well known how Amazon threatens the world’s 

retailers, but the world is waking up to see the prowess of 

Amazon in the advertising business, which until recently 

was controlled by the duopoly of Google and Facebook. 

For this, Amazon is leveraging its existing platforms 

where it charges its sellers to advertise and promote 

their brands and products by listing them on top of 

search results (and on the homepage).

Pivotal Research has estimated that Amazon’s advertising sales will reach $38 Bn by 2023, and that it will grow 

faster than any other Amazon business during the forecast period14. 

Amazon is continuously building and buying new sources of data on people’s tastes and consumer behavior, from 

its acquisition of Whole Foods and the build-out of its cashier-less Amazon Go stores, to the invasion of its 

low-cost, voice-powered speakers, and the rapid increase in its library of streaming video.

Amazon Ad Revenue (in $ Bn)

38

CAGR – 36%

[VALUE].310.1
4.6

2017 2018 2019*

.  .  .  .  .

2023*

It is a “strong” quarter for advertising, 
which is quickly becoming one of 

Amazon’s most lucrative businesses, in 
addition to its e-commerce engine and 

cloud computing

Brian Olsavsky
CFO at Amazon 

Amazon is richer than any other player 
out there in terms of purchase and 

behavioral data

Collin Colburn
a researcher at Forrester

Amazon’s advertising business model

Amazon is the only company that is a direct advertiser, unlike other companies that use an exchange or an ad 

network. Many of Amazon’s features are similar to those of Google or Facebook, like offering ways to target users 

based on their interests, searches, and demographics. Over time, Amazon has given more advertisers and their 

agencies access to the self-service system to run their own targeting campaigns on and off Amazon’s websites, and 

at a variety of spending levels15.

Amazon has consolidated all its advertising business under Amazon Advertising, and it operates as a single point 

of contact for all types of advertising on Amazon websites, apps, and devices, as well as sites and apps not owned 

by Amazon.
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Amazon provides various advertising delivery products from which the businesses can choose to advertise their 

products/services, which includes - Sponsored Products, Sponsored Brands, Amazon DSP, Display ads, Custom 

ads, Video ads, and Stores. 

A typical model that is followed by Amazon:

Places personalized ads on various Amazon
platforms and 3rd party platforms

displays the ads in various Amazon owned-and- 
operated sites and apps such as Amazon.com, 

IMDb etc. and 3rd party platformsProvides consumer behavioral and
demographic data

Sellers-cum-advertisers benefit from sale of 
goods through right placement, while Amazon 
benefits twice - it earns revenue for displaying 
(and from click-through on) the ads, as well as 
a commission on each sale.

Amazon and its platforms

uses the various Amazon platforms to 
showcase their products. They can select 
from the range of advertising products that
Amazon offers and get access to the rich
source of audience which includes genuine
buyers

Business/Advertisers
views the ads on various Amazon websites, apps,
and devices, as well as sites and apps not owned

by Amazon. There are multiple platform and
multiple ad delivery models

Customers/Audience

Double revenue generation of Amazon

provide platforms for advertisers who want to 
target Amazon consumers either on Amazon 
sites and apps or across the web, mobile apps

So what are Amazon’s key advantages?

Amazon has a wealth of data and analytics on consumer shopping habits. It can place 
ads in front of customers when they are more likely to be hunting for specific products 
and to welcome them as suggestions rather than see them as intrusions.

Wealth of Data on 
Customers buying 

habits

Amazon provides various advertising delivery products from which businesses can 
choose to advertise their products/services on which include - Sponsored Products, 
Sponsored Brands, Amazon DSP, Display ads, Custom ads, Video ads and Stores

Variety of 
Channels

Google is primarily a search company and people jump on and off when they get their 
answer and do not linger. Advertisers would prefer to be on a site where they are 
more likely to catch a buyer. This makes sense and more will probably turn to Amazon 
with their dollars.

Most Prospective 
Buyers

It offers the opportunity to target customers based on their purchases and buying 
data, not just demographics and interests.

Reach the Right 
Consumer at the 

Right Time

Advertising on Amazon can offer a strong return on investment, as customers are only 
one click away from purchasing the advertised product.

Strong ROI for 
Advertisers
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Could voice search/shopping be the next battleground? 

According to a report by Zenith, 21.2% of marketers worldwide say that voice search is the next big marketing 

trend16.  Voice and home assistants are poised to become part of everyday shopping, and this has huge 

implications for brands. Nearly one in five US adults today claim to have access to a smart speaker, according to 

research from Voicebot.ai17. Voice assistants are even being integrated with appliances such as microwaves to 

make everyday life easier for consumers.

However, major players like Amazon and Google have held back from introducing any kind of paid search 

advertising for voice. For now, they are working on establishing and maintaining user confidence. As smart 

speakers become even more prevalent, advertising giants are sure to start selling ads to businesses looking to 

access voice users in their homes18. 

Amazon is a leader in this space and has penetrated many homes through its Echo line of speakers and its partner 

ecosystem with Alexa built-in. Google recently slashed prices for Google Homes in an effort to saturate the market 

and compete more closely with Amazon. 

The strategy of both is to increase the number of users which in turn provides more consumer data to analyze and 

leverage to figure out the next step in advertising. It will be interesting to watch how each market leader navigates 

the digital customer buying journey and delivers the winning proposition to advertisers. 
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About Course5 Intelligence

Course5 Intelligence enables organizations to make the most effective strategic and tactical moves relating to their 

customers, markets, and competition at the rapid pace that the digital business world demands. We do this by 

driving digital transformation through analytics, insights, and Artificial Intelligence (AI). Our clients experience 

higher top line and bottom line results with improved customer satisfaction and business agility. As we solve today’s 

problems for our clients, we also enable them to reshape their businesses to meet and actualize the future.

Rapid advances in Artificial Intelligence and Machine Learning technology have enabled us to create disruptive tech-

nologies and accelerators under our Course5 Intelligence suites that combine analytics, digital, and research solu-

tions to provide significant and long-term value to our clients. 

Course5 Intelligence creates value for businesses through synthesis of a variety of data and information sources in 

a 360-degree approach, solution toolkits and frameworks for specific business questions, deep industry and 

domain expertise, Digital Suite and Research AI to accelerate solutions, application of state-of-the-art AI and 

next-generation technologies for cognitive automation and enhanced knowledge discovery, and a focus on actiona-

ble insight.
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