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1- INTRODUCTION

Metaverse is a phenomenon that technology companies have made significant investments in, and media
experts, industry, academics, policy makers, and legislators have paid special attention to it. (OFcom, 2023:3).
Metaverse was specifically mentioned from October 2021. On the mentioned date, Mark Zuckerberg announced
that he will change the name of his social media company, Facebook, to Meta Platforms (Meta for short). In
addition, he announced that he will spend billions of dollars in the coming years to make Metaverse a reality
(Buchholz et al, 2022:313.(

The global Metaverse market was valued at $234.04 billion in 2022 and is expected to increase from $416.02
billion in 2023 to $3,409.29 billion in 2027. Undoubtedly, companies operating in such a market, which generate
significant amounts of revenue or have the ability to generate it, are tempted to make anti-competitive agreements
for economic gain, abuse dominant positions, and Reduce competition through mergers and acquisitions. Several
large technology companies have made large investments in the Metaverse and thus have real incentives to prevent
new competitors from entering this space (Delevaux, 2022:3).

What was said above indicates an important event in the field of competition: the new space of Metaverse is
being formed, in which, in any case, issues related to this branch of law will emerge, and the care of the
competition authorities and the regulation of this space. Establishing Metaverse and making it attractive for users
requires large private investment, which, without a doubt, investors will seek to recover. Antitrust law recognizes
that early investors and their sponsored companies have a legitimate interest in profiting from the technologies
they invented. Despite this, according to the teachings of the economics of competition, the possibility of deviation
of markets with multilateral digital platforms in which network effects are particularly powerful is higher. In
addition, some enterprises active in the Metaverse will have unique access to users' personal data and its resources,
which makes it more difficult for competitors to enter or develop (Crauthers, 2022:2).

Two views have been proposed regarding Metaverse: According to the first view, there will be a global
digital platform (ITU, 2023:3). In this way, a company will create a single Metaverse that is used by a large
number of consumers. In this case, the possibility of the said company having a dominant position will be high,
and therefore it will have a special duty not to abuse the market power. The mentioned company is required to
carefully examine the effect of its actions on end users and businesses. According to the second view, it is
predicted that instead of a single Metaverse, hundreds of mostly connected Metaverses will be formed. In this
sense, Metaverses will operate in the form of a collective space, compatibility of which is one of its essential
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features (ITU, 2023:4). Assuming the existence of multiple Metaverses, there will be a possibility of abusing the
dominant position by the company that has it.

In any case, the Metaverse, which is referred to as a market (Council of the European Union, 2022:5) and
consists of a diverse set of platforms and digital ecosystems (Schébel, Leimeister) , 2023:1), has the capacity to
become a place for showing power and exclusivity of the dominant platforms. As a result, one of the most
important issues of competition law is the abuse of the dominant economic situation, which generally means
having considerable power in the market (OECD, 2020:2). This unilateral anti-competitive behavior is influenced
by the characteristics of Metaverse, as one of the digital markets, which causes the competitive analysis in this
market to be different from traditional markets. Therefore, it is necessary to examine the characteristics of the
Metaverse from this point of view.

With regard to what was said, in this article, we will first define the term Metaverse in order to explain the
topic, and then we will examine the role of competition in this market and the importance of organizing it. Then,
we will discuss the important issue of market power and features of the Metaverse that affect market power.
Previously, valuable works have been written about the legal issues related to the Metaverse (Akefi Ghaziani et
al:2022:142 et seq, Moradi Berelian:2022:363 et seq, Darabpour:2023:65 et seq, Latif Zade, Ghabooli Dorafshan:
2023-a:349 et seq, Latif Zade, Ghabooli Dorafshan:2023-b:165 et seq) in which issues other than competition law
are examined. An important article has also been written about competition rights in digital platforms (Kadkhodaei
et al: 2023:7 et seq) and in it, major competition issues related to digital platforms have been discussed.

2- PURPOSE
The purpose of this article is to study the important issue of market power in Metaverse and explain the
effects of Metaverse characteristics on antitrust analysis of market power in this new market.

3- METHODOLOGY
The authors have adopted a descriptive-analytical method to study the implications of Metaverse
characteristics for the antitrust analysis of market power.

4- FINDINGS

Metaverse is a new market where digital platforms operate. In order to flourish, this market needs
competition between existing platforms and the provision of conditions for the entry of new competitors. In the
Metaverse market, it is probable that undertakings abuse their dominant economic position. Verification of this
unilateral behavior, which is an example of anti-competitive practices, requires examining the market power of
the platforms. The results of this article, written in a descriptive-analytical way, with the aim of investigating how
the characteristics of Metaverse affect market power, show that the characteristics of Metaverse, as a digital
market, influence market power in a way that makes it different from the market power in the traditional business
environment and should be taken into consideration in the antitrust analysis of the behavior of the companies in
the Metaverse. The characteristics affecting the market power in the Metaverse include network effects, being
based on data, economies of scale, the market being two or multi-sided and the existence of digital ecosystems.
These features give the dominant undertakings such market power that they can monopolize the market and
prevent the entry of new competitors.

Competition in Metaverse, as one of the digital markets, motivates existing companies and new companies
to create new technologies and improve business processes. Competition encourages investment and prompts
companies to improve the quality of their products (U.S. Government Publishing Office, 2022:27). In a
competitive environment, the actors in the field of production and distribution of goods and services will
continuously seek to maintain their survival (Sadeghi Moghaddam & Ghafari Farsani, 2011:115), but with the
lack of competition, the existing companies have no incentive to invest in research and development. This, in turn,
reduces the pace of innovation in this industry. In this case, the slow changes whose purpose is to maintain the
income flow of existing companies replace revolutionary new products or services. Undoubtedly, such a situation
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gradually destroys the motivation of investors to invest and compete with new companies that intend to challenge
the dominance of existing companies through direct competition. What remains are areas that are called killing
zones with almost no competition (U.S. Government Publishing Office, 2022:27).

In Iranian law, according to paragraph 15 of Article 1 of the Law on the Implementation of the General
Policies of Principle 44 of the Constitution, the dominant economic situation is "a situation in the market in which
the ability to determine the price, the amount of supply or demand for goods or services, or the terms of the
contract is at the disposal of one or several real or legal persons”. The ability in this article is the market power,
which will be necessary when invoking Article 45 of the Law on the Implementation of the General Policies of
Principle 44 of the Constitution, whose subject is the abuse of a dominant economic situation. Of course,
paragraph i of Article 45 does not define this type of abuse and is limited to stating some examples, which has
been criticized by some experts because "although stating examples can be effective in identifying an issue, it is
not enough; Especially with the assumption that the examples are illustrative and not exclusive" (Abdipour,
2009:135).

Some experts believe that market power in the Metaverse may come mainly from network effects. Network
works are conditions in which the value of a product, service or platform depends on the number of buyers, sellers
or users who use it. Normally, with the increase in the number of buyers, sellers or users, the network effects and
the value of the offered product will be higher. The willingness to pay, supply or use a product, service or platform
increases with the increase in the number of buyers, sellers or users (Congressional Research Service, 2022:21).
Network effects describe how the use of a product or service by one user affects the value of the product for other
users (OECD, 2022:3). In fact, network effects increase the value of a product, parallel to the increase of its users
(Congressional Research Service, 2023:6). Network effects, as seen in digital markets, do not exist in traditional
markets and industries (Kadkhodaei et al:2023:17).

Digital markets, such as Metaverse, are often based on data, and in many cases, data has become a factor to
strengthen market power. Successful companies in data-based digital markets benefit from a significant advantage
that comes from the speed, variety and volume of big data. The term big data is not comprehensively defined, but
basically it means high amounts of different types of data that are produced at high speed from multiple sources,
and its control and analysis requires new and stronger processors and algorithms.

The meaning of the economies of scale is that the increase in production volume, due to fixed costs, leads

to a decrease in the production cost of each unit (Autorité de la concurrence, CNIL, 2023:fn.11). One can say
that digital goods and services, typically, are produced by spending a significant fixed cost but without variable
cost or with a small variable cost. In other words, the cost of production is very low compared to the number of
customers. Therefore, digital companies, after being established, can grow quickly by expanding their activities
to new users with minimal cost (Petropoulos, 2020:5).

Although this aspect of digital markets such as the Metaverse exists in all markets (and large factories or
retailers are more efficient than their smaller competitors), the digital world maximizes economies of scale and
this can result in a considerable competitive advantage for dominant companies (Crémer et al, 2019:2) and create
serious obstacles for the entry of potential competitors (WTO, 2023:3).

In many digital markets, such as Metaverse, bilateral or multilateral platforms are often the main actors
(OECD, 2022:4). These digital platforms serve both sides of the market, i.e. consumers and business suppliers
who have gathered to exchange products or services, and sometimes exploit them (APEC Competition Policy and
Law Group, 2022:7). The main business model of platforms is to facilitate interaction between different groups
of users (buyers and sellers or potential customers and advertisers). Therefore, it is said that platforms operate in
multilateral markets in which each group of users is considered a market party (Murati, 2021:21). Platforms
provide a digital infrastructure for various services such as shopping centers (Amazon), application stores (Apple),
social networking sites (Facebook) and search engines (Google) (UNCTAD, 2019: 2).

Competition in the digital economy is increasingly competition between ecosystems. In the digital realm,
ecosystem is used in two separate concepts: A- multi-product ecosystem, which consists of complementary goods
or services that make up a package that the final consumer can consume, and B- multilateral ecosystems that
consist of a group of independent actors who cooperate through specific complementary products to provide a
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product or service or a package of products and services that have been produced collectively (Salan, 2022:9). In
this sense, digital ecosystems enable efficient interaction between producers, content providers, developers,
consumers, and other users that contribute to business value creation (online or even offline). Digital ecosystems,
make it possible, for example, to produce, distribute, market, sell or deliver products or services through electronic
means, sell and transport digital goods through traditional means, and transfer or store information as an
independent service. (Petropoulos, 2020:2).

5- CONCLUSION

Metaverse, which is known as one of the digital markets, consists of platforms and digital ecosystems. This
new business environment is at the beginning and its expansion and dynamics depend on the competition between
the existing platforms and ecosystems and the economic enterprises that intend to enter it. The lack of competition
in the Metaverse market, which requires the dynamism and constant efforts of companies, leads to their
withdrawal from innovation and production of products and providing new and more desirable services, which
will result in a decrease in the welfare of the society. In such a case, there will be a possibility of the companies
dominating the market to monopolize (according to American law) or abuse their dominant economic position
(according to European Union and Iranian law). For this reason, the intervention of the legislator and the
authorities in charge of the competition in order to organize the competition and prevent this anti-competitive
behavior from occurring or applying the appropriate remedies and sanctions is necessary. Monopoly or abuse of
a dominant economic position in the Metaverse happens when the company has a significant amount of market
power. Therefore, establishing the market power has a decisive role in concluding that the unilateral behavior of
an economic enterprise is anti-competitive. It is obvious that before examining the presence or absence of market
power, it is necessary to define the relevant market, and due to the newness of the Metaverse, providing such a
definition will not be as simple as defining the market in the traditional space. In addition, the digital Metaverse
market has features that affect the market power and are considered barriers to entering the market. The network
effects that the digital platforms that make up the Metaverse have is an important factor in strengthening their
market power. These effects represent the increase in the value of one side of the platform with the increase of
users of the same section or the section related to it. Another feature that affects the power in the Metaverse market
is that this market is based on huge amounts of user data that is collected by dominant platforms and the production
and supply of goods and services and even determining their prices according to taste of every customer.
Economies of scale and economies of territory also play a role in strengthening the market power of companies
that dominate Metaverse, because after spending the fixed cost of establishing the platform, they can offer their
products to more customers or territory with little cost or expand their activity to markets adjacent to the main
product. Due to the two-sided or multi-sided nature of the platforms present in the Metaverse, their owners obtain
valuable information from the participants on each side of the market, which are considered an important source
for economic power and earning more money. Finally, since it is possible to establish digital ecosystems in
Metaverse, which can include complementary products or different sets of users, companies that have their own
business model based on digital ecosystems, can increase their market power by preventing competitors from
accessing data or leveraging their power in one market in order to strengthen their power in another market. In
Iran, sooner or later, anti-competitive cases related to Metaverse will be raised in the Competition Council, and
as a practical solution, it is recommended that the features affecting the market power of Metaverse, which were
examined in this article, be used when citing paragraph Article 45 of the Law on Implementation of General
Policies of Principle 44 of the Constitution should be taken into consideration by the Council.
Keywords: Metaverse, Market, Market power, Network effects, Digital platforms, Digital ecosystems
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