
Abstract: A growing number of platforms such as those run by Amazon,
Apple and Google operate in a dual mode: running marketplaces, at the
same time as selling products on them. We build a model to explore the
implications of this controversial practice. We show that while banning
the dual mode benefits third-party sellers, it often results in lower
consumer surplus or total welfare, even after allowing for innovation by
third-party sellers, and imitation and self-preferencing by the platform.
Instead, policies that prevent platform imitation and self-preferencing
always lead to better outcomes than an outright ban on the dual mode.
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