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Abstract - English 
 

Title: Lifestyle for hire: Why buy when you can rent it?  

Author: Ana Clara Rudolph 

Keywords: collaborative consumption, renting, luxury, value creation strategy 

 

This purpose of this research is to understand how a company can create value in luxury 

industry and can gain a competitive advantage in the luxury market, facing a tension between 

exclusivity and renting. To answer this research question, we draw on the business model 

concept as a theoretical lens, and more specifically the activity system design framework. 

 We adopt a qualitative approach and study the case of Rent the Runway, the market 

leader for rental of luxury clothing and accessories in the US,. Secondary interviews, podcasts 

and other publicly available sources were the main sources of data for the research. 

The findings of the research show that in order to gain competitive advantage in the 

luxury industry, the main aspects that renting firms need to consider are: (1) forming a 

meaningful partnership with designers, (2) vertically integrating by developing proprietary 

technology and intellectual property to ensure control of operations, (3) having physical retail 

spaces where customers can get used to renting and (4) constant iteration of the business model 

to follow customer behavior and industry changes.  

 

 

 

 



 

Abstract – Portuguese 
 
Título: Estilo de vida para alugar: Por que comprar quando se pode alugar? 

Autor: Ana Clara Rudolph 

Palavras-chave: consumo colaborativo, aluguel, luxo, estratégia de criação de valor 

 

 

A tese apresentada introduz uma perspetiva ao nível de estratégia, no âmbito de 

entender como empresas podem criar valor na indústria do luxo, e como essas empresas podem 

obter vantagem competitiva no mercado de luxo, com o objetivo de estabelecer uma estratégia 

de gerar valor ao longo prazo. É exemplificado através da Rent the Runway. A Rent the 

Runway é líder de mercado no aluguel de roupas e acessórios de luxo nos EUA, oferecendo 

serviços de aluguer únicos e de assinatura mensal para os clientes. 

Para esse propósito, utilizou-se uma pesquisa qualitativa utilizando um método de 

estudo de caso aplicado a RTR, utilizando teorias relacionadas a modelos de negócio, usados 

como estrutura para analisar a estratégia de criação de valor da RTR. Entrevistas secundárias, 

podcasts e outras fontes publicamente disponíveis foram as principais fontes de dados para a 

pesquisa. 

Os resultados da pesquisa mostram que, para obter vantagem competitiva na indústria 

de luxo, os principais aspetos que as empresas de aluguel precisam considerar são: (1) formar 

uma parceria significativa com designers, (2) verticalmente integrar para desenvolver 

tecnologia proprietária e propriedade intelectual para garantir controle de operações, (3) ter 

espaços físicos de varejo onde os clientes possam se acostumar com o conceito de aluguer de 

roupas acessórios e por fim (4) constante iteração do modelo de negócios para acompanhar o 

comportamento do consumidor e as mudanças do setor. 
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1. Introduction 
 

In a study by PwC, it was found that 43% of respondents agreed that owning feels like a burden, 

and 83% agreed that the sharing economy makes life more convenient and efficient (PwC, 

2015). Belk (2014) defines the sharing economy as the acquisition and distribution of a 

resource through a coordinated mean, and although sharing is a not new phenomenon, it has 

grown as a result of the internet age. Internet and technology have facilitated the way to access 

goods. Currently, we access cars via DriveNow, movies through Netflix, and even share our 

homes via AirBnb. Access to goods has become increasingly popular:  The same PwC study 

shows that 19% of the US population has engaged in a sharing economy transaction, but of that 

only 2% were on retail activities (PwC, 2015). Therefore, in this ever-changing world, how 

come the fashion luxury has not been disrupted by the sharing economy?  

 

The luxury industry has always sold exclusivity (Kapferer, 2014), therefore expected that it 

would not be immediately affected by the era of sharing. But as everyone wants the experience 

of carrying around expensive goods, it was a matter of time before this new wave of 

consumption entered this industry (European CEO, 2018). Since the GFC in 2008, many new 

access-based business models started to emerge, as people lost their jobs, homes and 

investments, increasing price sensitivity (Belk, 2014). This opened a door for a new method of 

consumption, collaborative consumption, wherein a person acquires the temporary right to use 

a good (Moeller & Wittkowski, 2010). With that, a number of new businesses focused on 

temporary ownership entered into the realm of fashion luxury, with some being successful in 

their segment such as Bag, Borrow or Steal (renting luxury handbags) and Eleven James 

(renting luxury watches). Others have not fared well due to challenges involved in running 

such businesses: the case of now defunct Portugal based ChicByChoice (rental of luxury 

gowns), is an example of a failure case.  

 

The reason behind the success and failure of some businesses is there are many intricacies in 

running  a rental business model, and there are industry wide considerations that need to be 

taken into account before setting up such businesses. As research into collaborative 

consumption, especially in the realm of fashion is still in its infancy (Iran, Geiger, & Schrader, 

2019), it is not clear what the processes and requirements to succeed are. So how is that these 

companies are able to manage  performance in the fashion luxury industry over the long-term? 
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As luxury has always been a prestigious field, where brand awareness should be high but brand 

diffusion restricted (Phau & Prendergast, 2000), how can rental firms succeed in this exclusive 

industry? Thus, the research question this thesis will explore is as follows: 

 

RQ: How can rental companies of luxury goods gain competitive advantage in the luxury 

market?  

 

Rental companies are those that maintain permanent ownership of the item, allowing access 

for a fee at different points in time (Lang & Armstrong, 2018).  

 

The literature provided some gaps that motivated the research. Firstly, there are no studies on 

collaborative consumption in the area of luxury, with some studies in fashion (Armstrong & 

Lang, 2013; Becker-Leifhold & Iran, 2018; Iran et al., 2019; Pedersen & Netter, 2015). 

Secondly, no studies focusing on how rental companies of fashion luxury goods gain and 

maintain their competitive advantage were found, only on opportunities in challenges for 

fashion libraries (Pedersen & Netter, 2015). 

 

In order to answer the research question, the activity system design framework (Amit & Zott, 

2001, 2010) was used to guide the analysis of the data, which breaks the business model into 

4 value creating blocks: Novelty, Lock In, Complementarities and Efficiency. We chose a 

theoretical business model lens as it serves as a unit of analysis, giving a perspective on how 

firms create and capture value (Zott, Amit, & Massa, 2011). We used a qualitative approach 

with a case study due to the explanatory nature of the research question. The case study was 

on Rent the Runway,  a case of success in the fashion luxury rental industry, which provided 

insights into the company’s value creating strategy that lead to its competitive advantage.   

 

This thesis, by exploring the interaction between luxury fashion and collaborative consumption 

is relevant to managers because as the topic grows, it is important for managers and industry 

participants to become acquainted with new types of business models and their strategy 

development in order to adapt to new consumption habits, namely access as opposed to 

ownership. The present thesis therefore contributes to the strategies and key factors that are of 

importance when implementing and managing a fashion luxury rental business in the luxury 

market.  
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Henceforth, this thesis is structured in six different sections. The literature review covers the 

definition of luxury, traditional drivers for purchases, introduction the democratization of the 

sector. The rise of collaborative consumption, focusing on renting is introduced, we then 

review why people are motivated to rent instead of owning. We present the main opportunities 

for collaborative fashion consumption. In the last part, the framework used in the findings is 

introduced, along with the challenges these new business models may face.  

 

In the  methodology  we present why qualitative research was the preferred method and the 

reasons for the case study methodology, and the chosen company. Further, the data collection 

and analysis process is described. We then present the case study on  Rent the Runway. In the 

findings and discussion, the answers to the research question are presented, including a 

discussion to how the findings fit with other studies. Finally, the conclusion discusses the main 

results, limitations of the study and further avenues for research.  

 

 

 



2. Literature Review 

 

The purpose of this literature review is to demonstrate the research that has been done in terms 

of how luxury has evolved over the years, and its move from exclusivity to a more 

democratized area. This is partly due global shifts in demand caused by movements in capital 

markets that have brought wealth to developing countries. Adding to this, the GFC has led to 

the rise of access based consumption business models, as consumers are more cautious about 

ownership due to financial burdens. Lastly, these two phenomena combined have led to new 

methods of consumption, where access is preferred over ownership. Opportunities and 

challenges for collaborative fashion consumption are presented as no studies in the area of 

luxury were found. These served to aid in understanding what factors may affect companies 

operating in the realm of fashion and luxury combined.   

 

The literature review starts with definition of luxury (2.1.1), after which the development of 

the luxury industry is explored (2.1.2), with an overview of the traditional luxury sector and 

the recent democratization of the luxury sector (2.1.3). This provides insights into how fashion 

consumption has changed. We then introduce the concept of collaborative consumption (2.2). 

Due to the rapid spread of the term, various literature is explored to define the concept (2.2.1). 

The literature on the shift from ownership to renting is presented (2.2.2). The next part attempts 

to link the literature on sharing and the fashion industry (2.2.3). Finally, the business model as 

a theoretical lens is presented (2.3), which  will serve as the basis of the analysis of the results. 

We end the section with the main challenges that can be present in collaborative fashion 

consumption business models (2.3.3).  

 

2.1 The luxury industry 

 

2.1.1 What is luxury?  

There are several definitions of luxury and luxury goods in the literature. Dubois and Duquesne 

(1993) broadly defined it as goods that are expensive in relative and absolute terms, having no 

clear functional advantage over their “non-luxury” counterparts.  Moving away from a 

definition based just on the price aspect of the goods, Nueno & Quelch (1998, p. 62) describe 

luxury goods as “those whose ratio of functionality to price is low while the ratio of intangible 

and situational utility to price is high”. 
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Tynan et. al (2010) have given a more specific definition which adds what the luxury good can 

mean to the consumer: 

“The key identifiers of luxury are high quality, expensive and non-essential products and 

services that appear to be rare, exclusive, prestigious and authentic and offer high levels of 

symbolic and emotional/hedonic values.” (Tynan, McKechnie, & Chhuon, 2010, p. 1158) 

 

Other authors have argued that the definitions focused on value are too rigid and that luxury is 

a relative and cultural concept, it is fluid and changing (Yeoman, 2011). These broader 

definitions highlight the fact that luxury is subjective, and not exclusively linked to price and 

income (Roper, Caruana, Medway, & Murphy, 2013).  

 

2.1.2 Key success factors in the traditional luxury industry 

Traditionally, the luxury goods industry is defined by a few critical factors that ensure its 

success (Brun & Castelli, 2013). Products are known for their premium quality, exclusivity due 

to the use of rare materials and exclusive distribution channels (Nueno & Quelch, 1998; 

Vigneron & Johnson, 1999; Hanna, 2004). Moreover, the heritage of the brand and its expert 

craftsmanship, combined with marketing create an emotional aura around the brand and its 

products, creating a dream factor for customers (Hanna, 2004; Kapferer & Valette-Florence, 

2018). Kapferer (2014, p. 716) added that “time, class and handmade were at the heart of the 

value proposition of luxury brands”.  

 

2.1.3 Democratization of the luxury sector 

Luxury has always been regarded as an absolute concept linked to wealth, meaning it was 

reserved for rich and powerful individuals (Kapferer, 2012). However, scholars have started to 

discuss factors that are pushing democratization into the luxury sector.  

 

The first factor influencing democratization is global shifts in demand for luxury, which are 

brought by the economic development of emerging countries, especially in East Asia (Kapferer 

& Valette-Florence, 2018). These were partly fuelled by the GFC, which caused a decrease in 

demand in the West whilst purchasing power in the East increased (Kapferer & Valette-

Florence, 2018; Roper et al., 2013). This global increase in affluence means that luxury is no 

longer exclusive to the elite (Yeoman, 2011). Studies have shown that China is the third biggest 
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consumer of personal luxury goods in the world, making it an attractive market for luxury 

brands (Bain & Co, 2017).   

 

Another factor are structural and cultural shifts seen in capitalist markets, meaning the 

definition of luxury becomes more fluid, with the concept having different meanings to 

different consumers, even leading to the creation of categories such as masstige, in this way 

making the category more accessible to a larger number of people (Roper et al., 2013).  

 

Thirdly, Dubois & Duquesne (1993) have shown that luxury goods previously considered 

exclusive such as perfumes and first-class hotel services are now much more available and 

widely consumed by the public due to lower costs than previously. Standardization of 

manufacturing processes meant such products could be produced in greater quantities. 

 

Although luxury has always relied on the rarity factor, no industry wants to stop growing 

(Kapferer, 2014). The challenge is if managers wish to maintain this rarity factor or do they 

allow for this continued growth (Kapferer & Valette-Florence, 2018). Like other economic 

sectors, luxury has been influenced by changes in technologies and evolutions in society, to 

the extent where the nature of the business and its structure have been fundamentally changed 

(Kapferer, 2014).   

 

Further,  luxury has been affected by the digital revolution in numerous ways, one being social 

networks that allow brands to diffuse their image to a wide scale of people (Kapferer, 2014). 

Studies have been done about luxury brands in the digital age and how to maintain their 

exclusivity (Hennigs, Wiedmann, & Klarmann, 2012). However, research on collaborative 

consumption in luxury fashion is not yet mainstream, with studies done in the realm of fashion 

(Armstrong & Lang, 2013; Becker-Leifhold & Iran, 2018; Pedersen & Netter, 2015). The links 

between fashion and collaborative consumption will be explored in section 2.2.3.  

 

2.2 The rise of collaborative consumption 
 

2.2.1 Defining renting and collaborative consumption   

Durgee and O’Connor (1995, p. 90) defined renting as a “transaction in which one party offers 

an item to another party for a fixed period of time in exchange for money and in which there 

is no change of ownership”. Unlike ownership, in a rental exchange, the provider allows usage 
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of a product in exchange for a fee, with the product going back to the original provider. The 

renter is purchasing “consumption time”, willing to pay a price for the temporary use of the 

good (Durgee & O’Connor, 1995). The process of how renting became more popular through 

collaborative consumption is explored below.  

 

Collaborative models of consumption were first explored in the literature in 1978 when it was 

defined as “those events in which one or more persons consume economic goods or services 

in the process of engaging in joint activities with one or more others” (Felson & Spaeth, 1978, 

p. 614). An example of CC in the paper was using a washing machine for family laundry. The 

focus was more on the performance of joint processes as a means of livelihood, including 

activities such as having a meal together with friends.  

 

Although the term collaborative consumption was first used in 1978, the concept of 

collaboration through technological platforms is recent, fostered by the rapid spread of 

information facilitated by improvements in communication technology, which allowed for the 

sharing of goods and services in ways that had not been possible before (Botsman & Rogers, 

2011). Research on consumer attitude towards traditional purchases is still dominant, but there 

is an ever-increasing body of literature dedicated to alternative ways of consumption (Edbring, 

Lehner, & Mont, 2016) and as it develops, it is moving in different directions (Benoit, Baker, 

Bolton, Gruber, & Kandampully, 2017). 

 

Due to its recentness, there is no single definition used in academia to describe the phenomenon 

that is the employment of a technological platform to link a network of economic and social 

players. It has been described by several different terms, each with small differing nuances 

(Perren & Kozinets, 2018).  

 

Some of the attempts to theorize and describe the concept are listed in Table 1 below:  

Theoretical Concept Definition 

Collaborative Consumption “Traditional sharing, bartering, lending, trading, 

renting, gifting, and swapping, redefined by through 

technology and peer communities” (Botsman & Rogers, 

2011, p. 12) 

- May include ownership transfer 

Collaborative Consumption “People coordinating the acquisition and distribution of 

a resource for a fee or other compensation.”(Belk, 

2014, p. 1597) 

- Includes ownership transfer  
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Collaborative Consumption “Form of exchange with a triangle of actors: a platform 

provider, a peer service provider, and a customer, 

where no change of ownership occurs” (Benoit, Baker, 

Bolton, Gruber, & Kandampully, 2017, p. 219) 

- Does not include ownership transfer 

Access-Based Consumption “Transactions that may be market mediated in which no 

transfer of ownership takes place” (Bardhi & Eckhardt, 

2012, p. 881) 

- Does not include ownership transfer 

Commercial Sharing Systems  

 

“Marketer-managed systems that provide customers 

with the opportunity to enjoy product benefits without 

ownership.” (Lamberton & Rose, 2012, p. 109) 

- Does not include ownership transfer 

Lateral Exchange Markets 

(LEM) 

“A market formed through an intermediating 

technology platform that facilitates exchange activities 

among a network of equivalently positioned economic 

actors” (Perren & Kozinets, 2018, p. 22) 

- Includes ownership transfer 
Table 1 Definitions for collaborative consumption 

Each researcher has differing definitions, Belk and Perren & Kozinets state that includes 

ownership transfer, while Benoit et. Al, Bardhi & Eckhardt, and Lamberton & Rose state that 

it does not. Benoit et al. and Perren & Kozinets have the limiting factor that more than two 

actors are required for the exchange, which is not the case for others.  

 

The term used to define collaborative consumption in the context of this thesis will be the one 

given by Botsman & Rogers (2011), as it encompasses market-mediated renting through 

technology. Although Botsman and Rogers do not write academic articles, their book “What’s 

mine is yours” (where this definition of collaborative consumption is found) is cited by a 

number of academic authors who write on the topic of collaborative consumption and sharing 

economy (Bardhi & Eckhardt, 2012; Belk, 2014; Benoit et al., 2017; Lamberton & Rose, 2012).  

 

 

2.2.2 The burdens of ownership push towards new methods of consumption 

 

While traditionally having access to goods instead of owning them was viewed as a subservient 

way of consumption, shifts in sociocultural behaviours, technological and environmental 

factors have made renting more attractive than ownership, changing consumer perception 

(Bardhi & Eckhardt, 2012; Barnes & Mattsson, 2016).  
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Consumers are showing preference for paying a fee to temporarily access the good of service 

instead of outright ownership (Bardhi & Eckhardt, 2012). Belk (2014) highlighted in his 

research that with the economic collapse of 2008, many consumers found themselves in dire 

financial situations, losing belongings such as cars, homes, and investments, making them price 

sensitive. Many of the sharing and collaborative consumption enterprises that exist nowadays 

are a result of this crisis.   

 

Some of the economic reasons that lie behind this new method of consumption are: Firstly, 

with new models of product access, consumers have the opportunity to use objects and 

networks that they were previously unable to for reasons such as: not being able to afford them 

(Lovelock & Gummesson, 2004). Secondly, CC allows customers to “test drive” a product 

without having to make a purchase, as well as avoiding the risk of obsolescence (Lawson, 

Gleim, Perren, & Hwang, 2016), reducing the risk of making a poor decision (Benoit et al., 

2017). Berry and Maricle (1973) presented similar results to the ones above, adding that 

ownership has further costs in the maintenance of products and added economic costs of 

owning products that customers have occasional and infrequent usage. Barnes & Mattsson 

(2016) found that financial reasons were the most prominent drivers to partake in CC.  

 

Further research on the topic indicated that the main drivers behind temporary ownership was 

a rising demand for premium and up to date products, higher demand for experiences and 

increased environmental awareness (Moeller & Wittkowski, 2010). 

 

A study by Leismann et. al (2013) shows that CC can lead to more efficient usage of resources 

and their conservation. These models, in general, promote prolonged usage phase of products, 

extending their life cycle. Partaking in sharing activities can also lead to a positive impact on 

the environment as it leads to fewer raw materials being used as fewer items being 

manufactured (Botsman & Rogers, 2011). Due to the temporary nature of renting, several 

different consumers have access to the same good, thus renting can affect the cumulative 

quantity of goods produced (Moeller & Wittkowski, 2010). However, studies indicate that a 

positive impact on the environment does not appear to be a strong motivator for many 

customers at this time (Lawson et al., 2016; Moeller & Wittkowski, 2010).  

 

Customers may also choose to engage in CC as it may provide them with hedonic value, for 

example in the case of luxury goods, which generally they could not afford (Benoit et al., 2017). 
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In a study done by Lawson et al. (2016, p.2616), respondents stated that “it allows them to 

pretend to be someone you aren’t for a day and do something that you may not otherwise get 

to do”, this once again reinforces the notion that status plays a big role in the consumption of 

luxury goods (Benoit et al., 2017).  

Durgee & O’Connor (1995) cited a study called “Don’t Buy” conducted in 1991, where 

companies offered briefcases worth than $1000 for rent for $100 a day to young executives 

who wanted to appear powerfully dressed for important meetings. The authors argued that 

renting allows users to try out new styles in a riskless manner, it was further proposed that what 

weighs more is a consumption lifestyle, which does not have to be obtained via ownership.  

As a consequence of such ownership burdens, more modern consumers are switching towards 

renting or leasing goods as an alternate mode of consumption  (Moeller & Wittkowski, 2010). 

This growth in new ways of consumption implicates challenges and opportunities sharing 

system based businesses (Lamberton & Rose, 2012). These will be explored later in the 

literature.  

 

We will now describe the motivations behind the adoption of CC in fashion, breaking it down 

into more specific justifications.  

 

2.2.3 The rise of collaborative fashion consumption (CFC) 

Although more popular in other areas, CC has not reached a status of normality in the fashion 

and apparel industry (Pedersen & Netter, 2015; Piscicelli, Cooper, & Fisher, 2015). Fashion 

initiatives that provide consumers with alternative methods of consumption have been slowly 

growing in number (Iran et al., 2019). Examples of CFC initiatives from recent years are the 

redesign of clothing items, rental models in the form of fashion libraries where customers are 

members of clothing libraries where they pay a membership and can swap items, and even 

clothing swaps that take place within set groups (Armstrong, Niinimäki, Kujala, Karell, & 

Lang, 2015).  

 

There are initiatives of companies in this area, research on the topic of Collaborative Fashion 

Consumption (CFC) is still in its infancy (Becker-Leifhold & Iran, 2018) A definition that has 

been put forth is: 
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“CFC is a consumption trend in which consumers, instead of buying new fashion products, 

have access to already existing garments either through alternative opportunities to acquire 

individual ownership (gifting, swapping or second hand) or through usage options for fashion 

products owned by others (sharing, lending, renting or leasing” (Iran & Schrader, 2017, p. 

472).  

 

The main opportunities for CFC companies focused on renting are as follows:  

 

Belk (2014) has argued that this type of disruptive technology may expand the market further, 

as companies offering rental services are tapping into a market where customers may not have 

been able to afford designer bags and clothing previously. The business implication of this is 

that it allows companies to capture a share of the market that was not being served before. 

Another potential benefit that has been explored is that in a renting relationship, a follow up 

contact is much easier as the renter has to return the product at the end of a period, facilitating 

the return of the customer to the store, representing a further opportunity for customer retention 

(Moeller & Wittkowski, 2010).  

 

An obstacle towards sustainability in the fashion industry is items are discarded due to style or 

fashion considerations, fuelled by constant launches of fast fashion retailers and an increase in 

disposable income (Bianchi & Birtwistle, 2010; Morgan & Birtwistle, 2009). However, many 

consumers also wish to distance themselves from a wasteful lifestyle and see a benefit in 

consuming less (Guiot & Roux, 2010). A study on opportunities and barriers of fashion 

libraries in Finland found that participants like the idea of having the option to renew their 

closets whilst not increasing consumption cycles (Pedersen & Netter, 2015). Renting 

companies that exploit luxury consumption can benefit from this renting trend which comes at 

a time where the appeal of materialistic wealth is weakened as well as an increasing intolerance 

for wasteful consumerism (Yeoman, 2011). 

 

 

2.3 How to create value in luxury by relying on collaborative consumption: the 

contribution of the business model lens 
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The business model lens was chosen as business models are a new unit of analysis, emphasizing 

how firms do business (Zott et al., 2011). The authors argue further that the business model 

goes beyond explaining how value is captured, but also how companies create it. 

 

2.3.1 What is a business model?  

 

The business model literature is still developing, the direction it takes differs according to the 

phenomena of interest of researchers (Zott et al., 2011). Many definitions have been put forth, 

we will use the following definition for business model: “the logic of the firm, the way it 

operates and how it creates value for its stakeholders” (Casadesus-Masanell & Ricart, 2010, 

p. 197).  As business models are made up of different components that generate value (Afuah 

& Tucci, 2000), and as a unit of analysis, they can give perspective on how firms operate 

(within and outside the boundaries of the firm), to create value (Zott et al., 2011).   

 

Zott & Amit (2010) developed a framework based on “An activity system design”. The 

framework was developed taking into account several theories such as: virtual markets, value 

chain analysis, Schumpeterian innovation, resource-based view of the firm, strategic networks 

and transaction cost economics. This is one of the reasons this framework was chosen as the 

authors argue that no single strategic management theory can be used to develop a business 

model framework, but rather a combination. Based on a sample of e-businesses, the researchers 

identified four sources of value creation, which are called design themes: Novelty, Lock-In, 

Complementarities and Efficiency, forming the NICE acronym. The second reason this 

framework was chosen was due to its development based on value creation potential e-

businesses, which is the core of RTR’s operation, thus appropriate for our analysis. 



 20 

 

2.3.2 Activity system design framework – NICE 

 
Figure 1 Amit & Zott's (2001, 2010) design theme 

Figure 2: Description of Amit & Zott's design theme (2001, 2010) 
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Some of the criticism around the business model framework is that some authors argue that the 

business model is only a small part of a company (Wirtz, Pistoia, Ullrich, & Göttel, 2016). 

Further, it has been argued that currently, there is no clear link between innovation and 

performance through the business model (Baden-Fuller & Haefliger, 2013). 

 

Nevertheless, the framework will be used to analyse the data collected in the findings section 

(5) as this framework considers technology and innovation to be at the heart of business models 

to produce a superior effect (Baden-Fuller & Haefliger, 2013).  

 

2.3.3 Challenges for CFC companies focused on renting 
 

The main challenges for CFC companies focused on renting are listed below. These have to 

be considered when implementing a business model based on collaborative consumption.  

 

The first challenge for companies is that the level of consumer acceptance or rejection of CFC 

are still unclear as the number of business initiatives is very few (Iran et al., 2019). The 

perception of consumers on renting also depends on the type of products that are being offered 

for rent, with some being more challenging to be accepted (Baumeister, 2014). Linked to the 

above, consumers express concern and feel unsure about the cleanliness of the clothes in CFC 

initiatives (Becker-Leifhold & Iran, 2018), in addition to this where and from whom the 

clothing items originate influence the acceptance of rental clothing (Iran et al., 2019). 

   

The second challenge is the formation of a trustful relationship (Iran & Schrader, 2017). The 

key attribute for consumer satisfaction in collaborative consumption is the relationship between 

customer and provider. The ease of access, which can be measured as time availability and 

how easy the provider is to reach in times of trouble are key factors to ensure trust between the 

company and the customer (Raja, Bourne, Goffin, Çakkol, & Martinez, 2013).  

 

The third challenge is that the consumer may not recognize the value of the service in times of 

inconvenience, suppose a product is not available when the customer wants it, this can generate 

a negative payoff in consumer perception towards the company (Armstrong & Lang, 2013; 

Tukker & Tischner, 2006).  
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The fourth challenge is that it remains unclear if consumers who use rented/leased products 

will treat them in relation to products they own (Tukker, 2015). Therefore, the durability of 

apparel and luxury goods used for renting would also have to be considered due to greater use 

intensity (Armstrong & Lang, 2013). 

 

Lastly, a big challenge for business model success is one argued by Armstrong & Lang, (2013), 

who claim that for goods that bring status, some types of sharing services may not be attractive 

as ownership of these type of products tends to be relevant to such customers (and it was 

particularly the case with high fashion and branded items). This is connected to the fact that 

ownership of some goods is connected to esteem (Tukker & Tischner, 2006).  

 

Collaborative consumption in all its definitions in fashion and luxury especially is still in its 

infancy. Renting items through a specialised platform for the luxury category is a new 

consumption habit. Facilitated by technology, many companies are now offering these services 

online and in physical locations, reaching a much wider audience. Research has been done 

about sharing of other services such as car sharing, music, and even garments through fashion 

libraries. To our knowledge, no research has been dedicated to the challenges and opportunities 

faced by companies offering rental of luxury clothing, as well as how these companies leverage 

those to continuously develop their competitive advantage in the traditional luxury market. 

This thesis will address some of those key factors that luxury rental businesses must take into 

account.   
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3. Methodology 

 

This section is divided into two parts, the first part presents the justification for the chosen 

methodology and the second part discusses the data collection and analysis process. 

 

3.1 Justification of the methodological choices 

 

Research shows that qualitative research is the most suitable option if the research aims to 

study a particular subject in depth, and it is appropriate for exploratory research, meaning not 

much has been previously published on that particular topic (Myers, 2013). It is also a research 

approach that enables exploration of an occurrence within its context using numerous data 

sources (Baxter & Jack, 2008). As the topic of research is still in its infancy, and the present 

research aims to understand the context in which these new businesses operate in, qualitative 

research is the most suitable method.  

 

A case study is defined as “an intensive study of a single unit with an aim to generalize across 

a large set of units” (Gerring, 2004, p. 341). This is in line with what this study aims to achieve. 

Because our research question is a “how” question, we chose a case study as these provide 

answers which are based on links observed over time as opposed to frequency, making a case 

study a suitable method for the analysis (Yin, 2009). 

 

To answer our research question, we decided to study Rent the Runway. The choice of this 

company is relevant for several reasons. First, it is a success case of a  company operating in 

the fashion luxury rental market. Second, RTR established and sustained a business model 

which differs from competitors, constantly innovating and iterating its strategy to maintain 

their competitive advantage. For these reasons, it deemed an appropriate case to answer the 

research question.  

 

3.2 The data collection 

 

At the beginning of the study, our first preference was to collect primary data, mostly in the 

form of semi-structured interviews as these allow for gathering of more in-depth information 
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(Malhotra & Birks, 2007). Unfortunately, interview requests with the target company RTR 

were rejected.  We also contacted Dress&Go and i.bag.u, companies offering rental of luxury 

accessories and gowns in Brazil to collect primary data, however none of them were available 

for interviews of any sort.  

 

We decided to rely on secondary data, studies such as Bottomley & Holden (2001),  Carrigan, 

Moraes, & McEachern (2013) also relied on secondary sources as a mean for data collection. 

The framework used to analyse our findings developed by (Amit & Zott, 2001) also relied on 

secondary data collected from 59 e-business to develop their theory.  

 

For our study, almost 20 hours of podcasts and public interviews with members of the company 

were listened to, with some being transcribed in full and some only for parts that were relevant 

to the research, resulting in more than 55 pages of transcriptions. The data sources were 

selected based on two main factors: recentness of publication, as these are more likely to 

describe the company’s current strategy. Secondly, podcasts that came from professional 

publications such as Forbes, Goldman Sachs, CNN were preferred.  

 

The podcasts and public interviews were with different members of the company, providing 

different perspectives on similar issues, and each interviewee focused more on their area of 

expertise during the interviews. For instance, podcasts with Mr. Vijay Subramanian, Chief 

Analytics Officer, focused on the importance of and how data was used to power RTR’s 

operations.  Joshua Builder, CTO, provided insights into how technology is used in operations. 

Jennifer Hyman, CEO focused on the overall strategy of the company and business 

developments. Likewise, Hampton Catlin, VP of Engineering focused on RTR’s retail strategy. 

Data from several interviewees allowed for triangulation of the data.  

 

In qualitative research, it is important that data is triangulated (Myers, 2013). The information 

collected in the podcasts and interviews were triangulated with data from published documents 

as access to unpublished documents was not obtained. Secondary data was collected from the 

company’s newsletters, articles and press clippings from the company’s websites, magazines 

and newspaper articles, press releases and other relevant reports. News articles and the 

company website were used to collect information about the general organizational context, as 

well as insights into the general workings of RTR and to support and triangulate information 

from the podcasts and secondary interviews. These sources were selected based on their 
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reputation as publishers, some examples being the Economist, Business Insider, the New York 

Times and Washington Post. 

 

Data on fashion and accessories renting in general was collected to provide insights on the 

industry, and the performance of competitors to better understand the context of RTR’s 

operations. 

The total as seen below: 

 

Table 2 Data Collection Summary 

The full table with articles names, sources, as well as podcasts/public interviews interviewees 

can be found in Appendix 1.  

 

3.3 The data analysis 

To analyse the data we used a coding approach,  selecting, identifying and labelling  to analyse 

the data collected (Corbin & Strauss, 2008). The coding process worked as follows: the 

transcribed podcasts and interviews, or documents were highlighted for important parts of 

information, giving a preliminary label that summarized the overarching theme the information 

was describing. After the codes were constituted, connections between them had to be made as 

it is critical to see how they fit into the wider analytic context (Dey, 2003). 

 

Initially, the codes came from common patterns in the collected data. For example: 

 

Figure 3 Codes from the data. Quote source from BOF Podcast 
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This label was given to data referring to value the industry/designers could derive from working 

with RTR.   

 

After this initial process, and taking the literature into consideration, the preliminary codes 

were categorized into final codes using the Activity System framework: novelty, lock in, 

complementarities and efficiency, for example: 

Quote 1 from Recode and 2 from Digiday Podcast 

 

The list of codes and their development is available in Appendix 2.  

Figure 4 Preliminary and final codes  
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4. Empirical Setting 

 

We chose RTR as our case study to answer the research question as it has proven to be a case 

of success in the fashion luxury rental industry. RTR is a disruptor to the traditional fashion 

industry by introducing the concept of collaborative consumption. 

 

4.1 The early days – Wouldn’t it be fun if we could rent dresses? 
 

It was November 2008, Jennifer Hyman had gone back home from Harvard Business School 

(HBS) to spend the Thanksgiving holiday with her family. Hyman’s sister Becky told her she 

had just purchased a USD 2000 Marchesa gown to wear for a wedding that weekend. The dress 

cost more than her rent, putting her into credit card debt. Hyman tried to convince her sister to 

return the dress and use something she already owned. Becky was adamant, claiming: 

“Everything in my closet is dead to me, I have been photographed in it, the photos are up on 

Facebook and I need something new” (Jennifer Hyman, CEO 1).  

 

It was a lightbulb moment for Hyman who realized that women cared about the experience, 

they wanted to feel confident and beautiful but did not care for the actual ownership of the 

item. The following week she went back to HBS where she discussed the idea of a rental 

business with her soon to be co-founder, Jenny Fleiss. Fleiss loved the idea.  

 

To see if the idea would gain traction, the duo cold emailed famous designer Diane Von 

Furstenberg. As luck would have it, they managed to schedule a meeting for the next day. They 

drove to New York to DVF’s office and introduced themselves as the cofounders of Rent the 

Runway. The initial idea was to provide designer brands with a rental platform within the 

company’s website, powering rental for each brand separately. Von Furstenberg hated the idea. 

She claimed it would cannibalize her retail sales and dilute her brand; who would want to buy 

something if they could rent it for a percentage of the price? Hyman was not ready to give up, 

she continued to ask Von Furstenberg why she disliked the idea and if there was no value to 

her brand.  

 

                                                 
1 Goldman Sachs Interview 
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By the end of the conversation the two co-founders learned that DVF was having a customer 

acquisition problem. She would be interested in working with them if they could find a way to 

introduce her brand to women in her teens, 20s, 30s & 40s as the majority of DVF’s clientele 

are in their 50s and 60s. This was a critical moment for the duo as it provided them with some 

insights on which path to pursue, it led them to understand some pain points designers were 

experiencing, which made them think about how they could create a business that would be 

beneficial to designers, therefore creating an industry value proposition. They decided to create 

a separate platform where they would procure dresses from designers, allowing women to rent 

outfits for special occasions. 

 

To test the idea, the two cofounders headed to Bloomingdales, purchasing 100 designer dresses 

to experiment if the renting model would work. They hosted different pop ups at Harvard, each 

with specific characteristics such as: trying on items in the pop-up, not allowing try on before 

renting, or sending customers a PDF with the inventory. They wanted to know if women would 

rent dresses, and if yes, what do they rent? How much do they pay? Which designers, if any, 

are they looking for? Can you send a dress through the mail and most importantly, what 

happens to these garments after they have been rented? Through these pop- ups they saw how 

consumers emotionally changed when trying on a great dress, ultimately leading them to 

officialise the business.  

 

4.2 Kickstarting the business 

Rent the Runway was officially founded in November 2009 in New York. If they wanted to 

launch the business, they needed to raise sufficient capital to fund its initial activities. Due to 

the high costs involved in establishing the business, Hyman and Fleiss opted for venture capital 

funding. In the first round, U$1.75m was raised from Bain Capital Ventures. This was enough 

to buy an initial slate of inventory from designers, to develop the website enabling reservation 

capability and hire the first team members.  

 

The initial product offering was called RTR Reserve, customers could rent designers dresses 

for one-time use for special occasions. The customer could choose between a rental period of 

4- or 8-days. The cost of the rental was (and still is) dependent on the price of the dress in terms 

of retail, varying from 10 to 20% of the retail price. RTR also sends a back-up size of the 

chosen dress to the customer at no additional cost. 
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In order to scale its activities, RTR continued to raise funding through venture capital. The 

capital raised was used to develop the technology to power the website and the logistics 

involved in keeping the business running efficiently. In the early stages, the laundry and 

restoration part of the business were outsourced to a dry cleaner near the company’s inventory 

warehouse in Secaucus, NJ. In fact, RTR’s original plan was to outsource its technology and 

logistics completely. Over time, RTR realized that these were part of the company’s core 

competencies, as well the barriers to entry, thus integrating all these activities into the business.  

 

4.3 A new service offering 

In 2014, RTR expanded its product offerings into a subscription service, so customers could 

rent items for everyday life. The initial launch was an accessories subscription which did not 

succeed. From 2015 to 2016, the company iterated the model, beta testing a subscription to 

fashion, offering their services to women who wanted to rent clothing for their daily life. In 

2016 RTR fully pivoted to a clothing subscription program, dropping the accessories 

subscription.  

 

Currently there are two programs available: 

Table 3 Description of RTR subscription programs 
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Since being launched, the subscription business accounts for more than 50% of RTRs revenue, 

becoming the majority of the business in 2018. Subscribers are up 150% year over year. Hyman 

believes subscribers get a lot of value from the program:  

“Our subscribers spend nineteen hundred dollars a year, and last year the average subscriber 

got forty thousand dollars’ worth of value.” (Jennifer Hyman, CEO)2 

 

Until September 2014, all transactions occurred via the website/app, when the first brick and 

mortar store opened in New York. Since then, RTR has already opened 4 more stores in the 

biggest metropolitan US cities (and where the majority of their customer base is): Chicago, Los 

Angeles, San Francisco and Washington DC. Customers can come into the stores for styling 

appointments, to try on, pick up and return items. Stores also serve as a mini hub, in addition 

to its main 25000 sqm warehouse located in Secaucus, NJ. Another bigger warehouse is set to 

open in Texas by the end of 2019, which will allow for a faster turnaround time for west coast 

customers. Physical stores also become a focal point to introduce the brand to customers who 

are not used to this new consumption behaviour, complementing their online business.  

 

 

Figure 5: An RTR retail store     

Figure 6 & Figure 7: Self-serving scanners 

Source: Medium, Chain Store Age, Retail Insider 

 

Currently, Rent the Runway is valued at U$ 1 billion, having raised over U$540 million in 

venture capital funding, and employing more than 1800 people. RTR does not disclose its 

earnings publicly, although they have declared to have earned revenues over U$ 100 million 

and being profitable since 2016, with such figures increasing year on year.  

 

4.4 Competitors 

Due to the size of the business, the inventory options, the proprietary technology developed, 

and its operational strategy, RTR has no direct competitors. Although there are companies 

                                                 
2 The New Yorker Article 
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operating in similar ways, none have the same value proposition. Gwynnie Bee offers a similar 

service but it caters to full-figured women, offering items from US size 10-32. Style Lend is a 

peer to peer marketplace where women rent from the closets of other women, and the focus is 

special occasion wear. Le Tote and StitchFix are subscription services that send the customer 

clothing monthly based on the user profile, the items can be worn for an unlimited time until 

the customer decides to send it back or purchase it for a fee. Wantable offers a similar service 

to the above but if the customer wants to wear the item, they must buy it outright.  

 

RTR is providing customers with the “Cinderella” experience, so customers can feel great but 

only spend a fraction of the cost. In order to achieve this level of service, RTR had to master 

its operations, building a reverse logistics platform to run the business efficiently. Externally, 

RTR had to build and maintain relationships with designers to procure inventory.  

 

In the next section, the key factors of RTR’s business model that lead to value creation will be 

analysed, as well as how these factors ensure RTR’s competitive advantage. 
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5. Findings 

  

In this section, we will present the answer to the research question. The findings and its 

subsequent analysis will be structured using the activity system design framework developed 

by Amit & Zott. Through this, we expose how RTR is gaining competitive advantage in the 

luxury industry and how their business model manages the tension between exclusivity and 

renting.  

 

5.1 Novelty 

The new content and structure that RTR has implemented in its business model will be analysed 

to evaluate how they create value for those in- and outside the organization.  

 

5.1.1 Creating a new business model 

At the time of RTR’s founding, it was radical to assume that the experience economy could be 

part of getting dressed, especially when it came to luxury items. Designer gowns were reserved 

to a few select customers. There was this juxtaposition between exclusivity of luxury and 

renting, which RTR had to overcome in order to establish a sustainable business. The way RTR 

handled this tension will be discussed in detail over the following sections and the discussion.  

 

5.1.2 Implementing subscription in the business model 

RTR created a truly novel service offering through its subscription to fashion program. 

Through feedback received from customers, the company learned that customers wanted the 

ability to rent for everyday life:  

“We started hearing from the customer that it was awesome that we enabled people to rent for 

special occasions, however, the occasion that was most special in most of our customers lives 

was actually work. They wanted to feel the most confident, that’s where they wanted to dress 

for the job, basically they were begging us to create an ability to rent the runway for work”. 

(Jennifer Hyman, CEO3) 

 

RTR used customer feedback to their advantage, introducing a new service offering that 

customers desired, which was not being offered by any other competitor. The introduction of 

                                                 
3 BOF Podcast 
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this new service was made once customers were accustomed to the idea of renting, as a 

premature introduction could have meant that customers would not have embraced the idea. 

Hyman claims the subscription model is growing a lot faster than the core business, signalling 

that people are indeed using the service as a real substitution to shopping. RTR went from 

serving the customer a few times year to 150 days a year, the average number of days a 

subscriber uses RTR. The service they provide is an alternative to buying clothes, but their 

differentiator is they give customers access to a broad selection of high quality goods than what 

the customer would normally be able to afford.  

 

RTR introduced  a new business model, disrupting an exclusive industry such as luxury.  This 

alone supports some of their competitive advantage as the range of services they offer is not 

being replicated by any competitor.  

 

5.2 Lock-In 

RTR’s business model provides a value proposition for both sides, customers and designers. 

This keeps stakeholders engaged in RTR’s activities, ensuring the businesses long term success 

on both aspects. But how is it that RTR manages to keep its main stakeholders involved?  

 

5.2.1 Customer Value Proposition 

To get the business started, RTR needed to be sure that customers would be interested in the 

business, and provide a service level that would keep customers engaged in the long-run. RTR 

was lucky to be featured in the technology section of the New York Times in its first week, 

leading to 200.000 customers sign up in the first two weeks, with over 90% of inventory 

utilization.  

 

RTR wants to change the way women get dressed, so they have the rush of getting designer 

clothing in perfect condition, without having to pay the price.: 

“We […] want to provide overwhelming value. We want to be a true substitute for the closet, 

make it easy as possible for our customer”. (Jennifer Hyman, CEO4) 

                                                 
4 Forbes Interview 
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 “Every single thing that we rent on Rent the Runway retails on average over $300 and it goes 

up to $5,000, so we’re providing a mass market price point for the designer industry”(Jennifer 

Hyman, CEO5) 

 

RTR was afraid that customers would not share that their outfits were rented, but this was not 

the case. 90% of RTR’s customers come from word of mouth and PR alone. RTR wants to 

foster a sense of community around the brand by encouraging users to leave photo reviews on 

the website (about one third of customers do, of how an item fit, how they liked it, what they 

didn’t like), so that other users can compare their body type and fit to have an idea of how an 

item would look on them: 

“Women feel so fantastic about themselves, and what they want to do after they rent the runway 

experience is pay it forward to other women, so that other women can feel confident and 

fantastic” (Jennifer Hyman, CEO6) 

 

It is clear that RTR’s rental model provides value to customers, as they let women access 

designer fashion for a fraction of its cost, whilst taking care of shipping and cleaning of the 

items. But how is it that they can get designers on board with a business idea that could 

potentially harm the brand’s exclusivity factor? 

 

    

5.2.2 Industry Value Proposition 

To ensure the businesses success, it was extremely important to get designer brands on board, 

to do so it was important to show to designers how beneficial this business model would be to 

them. Showing brands that RTR could manage the tension between exclusivity and renting was 

key to ensure the businesses’ success. 

 

5.2.2.1 Earning the trust of designers    

When Hyman and Fleiss first tried to pitch the concept to designers, it was not unusual for 

them to be met with scepticism. It would take several meetings to get designers to agree to sell 

their inventory to RTR. The duo had to prove to designers that they were not a threat to the 

designer brand, but instead they were there to help designers to compete against cheap fashion.  

 

                                                 
5 Fortune Interview 
6 The Net System Podcast 
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From the very beginning, RTR made the decision to only put inventory on its website that  had 

been directly procured from the brand. This was for two reasons: Firstly, to purchase in season 

inventory at wholesale prices, as the price of inventory is RTR’s biggest cost. Secondly, to earn 

the respect of  brands. In a close-knit industry, making a wrong move could get you 

blackballed: 

“[We] needed to act with respect for the fact that these brands have been around for many 

years or many decades or many centuries for some of these brands. And what was extremely 

important to these brands is the preservation of luxury, the preservation of the premium aspects 

of the brand.” (Jennifer Hyman, CEO7) 

 

RTR decided to pursue a strategy of respecting the brands timing, even if it meant not having 

all brands they wanted on board. As the company grew, RTR was able to show to the industry 

that they were an option for brands to compete at mass market prices, whilst preserving their 

luxury premium. When asked if they felt that the platform would make the brand too available, 

Hyman agrees that to a certain extent, yes, but is a risk designers are willing to take to counter 

fast fashion. This was a crucial point for RTR to succeed in the luxury industry, as without the 

approval of designers procuring inventory would have been extremely difficult. Showing 

designers that their brand value would be preserved and respected when working with RTR 

was extremely important, as designers were fearful that renting was a threat to their brand 

image. To achieve this, RTR presented itself at all customer interactions as an aspirational 

brand, high end, and in line with the products they rent.  

 

5.2.2.2 Introducing designer brands to a new customer segment 

RTR had to show to designers that their target customer was not the designers traditional 

customer, but that it was younger women who were opting for fast fashion stores to get variety 

at affordable prices.  When customers started leaving photo reviews on the website, it enabled 

designers to see for themselves that this was indeed a younger customer base. The average 

RTR customer is a young professional woman, at around 30 years of age. This differs from the 

traditional customer of designer brands, who are in the older age bracket and not RTR’s target 

customer.  This made them more comfortable to start working with RTR.  

 

                                                 
7 BOF Podcast 
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RTR proved that they could be a platform to introduce designer products to younger audiences. 

71% of customers claim to have discovered a new favourite brand8. RTR provided designers 

with a new marketing channel, introducing to customers to these brands in a sophisticated 

setting, preserving brand value (as opposed to reaching those customers through outlets with 

sale prices or designer brand collaboration with FF chains such as H&M).  

 

When asked if they felt they were encouraging customers to not purchase items in general 

anymore, RTR argued customers will still purchase items, but will start to be more conscious 

about them: 

“There are lots of items that women should own, […] they should own it in high quality, that’s 

going to last for many years, that it’s from a brand they have fallen in love with and that they 

trust, and that they want to keep as part of their closet” Jennifer Hyman, CEO9 

 

“Only things that are meaningful [should be in your closet], the rest of that, style and variety 

should be completely out of your hands” Joshua Builder, CTO10 

 

Being on RTR’s platform is a new marketing channel for these brands, as they are being seen 

by more than 10 million customers, being introduced to a younger consumer who would not 

have been in contact with that brand otherwise.  

  

5.2.2.3 Using data to better inform designers 

Due to the sheer amount of data RTR can collect based on customer profile, rental history and 

feedback provided, they can pass that information to designers based on what items customers 

have a higher demand of. The data is also used to inform designers about what type of garments 

last longer, providing them with feedback on how to alter the manufacturing process so the 

item can be produced in better quality and fit (Figure 8).This type of data cannot be provided 

by retailers as they only know the sell through rate, and not details about consumers preferences 

on fit and detailed feedback on items. Designers can also test new collections with RTR before 

they are launched, which reduces the risk of collections as they receive customer feedback 

before committing to a full launch. Designers receive feedback on 50% of their items available 

on RTR.  

                                                 
8 Rent the Runway’s website 
9 BOF Podcast 
10 Refresh Miami Interview 
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5.2.2.4 A new revenue stream for designers 

RTR has also become a new revenue stream for designers: 

Firstly, they are constantly purchasing in-season inventory from designers. RTR’s buy differs 

from a traditional retailer, whose focus is on sell-through rate, RTR focuses on items that 

women aspire to wear but do not make sense rationally to own. Most of RTR’s buy is colour, 

over 50% has some type of embellishment and 45% of the buy is prints11.RTR is purchasing 

inventory that is not being sold in a traditional sales environment, allowing designers to market 

very editorial products.  

 

Secondly, through innovation on RTR’s platform, they are now opening it up for partner brands 

to rent out parts of their inventory as they please (Figure 8).  

Figure 8: RTR opens up the platform to designers 

Source: Twitter 

 

This means that they can partake in the sharing of RTR’s revenues. Sullivan, RTR’s COO says 

that “between 15% to 25% of the platform’s inventory will come directly from outside 

brands”12. This decreases RTR’s inventory risk as they no longer need to invest in the product 

upfront. 

 

In summary, having a strong relationship with designers is one of the most important factors 

ensuring RTR’s competitive advantage, as without designer partnership they would not be able 

to serve the customers as well. RTR had to present itself in a sophisticated way, to show that 

exclusivity and renting could co-exist. Moreover, RTR shows that this is a new customer 

acquisition and marketing channel for brands. RTR was not entering the market to compete, 

but to work alongside designers. Of course, having the customers on board and comfortable 

with the renting behaviour was key to provide value to both, customers and designers.  

                                                 
11 BOF Podcast 
12 Fast Company Interview 
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5.3 Complementarities 

Within the activities and services RTR provides, some have been bundled or created to 

compliment the initial service offering of renting outfits online. Through these activities RTR 

serves the customer better, and creates a sophisticated channel for designer brands to be 

introduced to customers.  

 

5.3.1 Complementing the online: Opening brick-and-mortar shops 

RTR started as a pure e-tailer, but overtime saw benefits in having physical spaces. The 

physical stores first opened as showrooms where customers could come in, get styling advice 

and try on outfits for special events. As the business expands it takes on a more important role 

in RTR’s value creating strategy, becoming an integral part of the company’s competitive 

advantage as they can better serve customer and obtain operational advantages. 

 

5.3.1.1 Helping customers get used to a new consumption behavior 

As renting (especially online) is a new behaviour, some customers are reluctant to embrace this 

new method of consumption. Customers are not able to see, feel and try on items, keeping 

many customers from trying RTR. Customers were concerned about how items would look on 

and how to get an item through the mail. To overcome this, a flagship store was opened in NY 

so customers could come in and try gowns before renting. This was an added layer of comfort 

for customers who felt a stigma around the idea of renting clothes.  

“We have found that people will try braver fashion decisions in store than they do online. I feel 

like when you are shopping online there is a loss of intimacy. And including shipping there is 

some risk aversion” Hampton Catlin, VP Engineering13 

 

Hyman claims that opening the physical stores was a strong component for discovery. It also 

allowed RTR to introduce itself (and the designer brands they carry) to customers in a 

sophisticated setting controlled by RTR.  The physical spaces resemble a regular store, with 

clothes being displayed elegantly. RTR is in the business of renting, but presents itself in a 

luxurious setting similar to designer stores.  

 

                                                 
13 Glossy Podcast 
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5.3.1.2 Transforming stores into a service center 

Although not evident, the physical stores are much more than a place where customers can feel 

more comfortable about renting. Whenever customers come into the store to try on clothes or 

for a paid styling appointment, data is collected on fit and consumer preferences, which are 

then used to make recommendations for customers and inform RTR’s analytics teams: 

“Women tend to come into those stores and they will try on 25 to 30 items at a time. That data 

on what they liked, what size worked for them is stored in a virtual closet, we often are able to 

get them to rent five to six times from that one visit into the store.” Jennifer Hyman, CEO14 

 

As the subscription program grew, customers wanted to get a faster turnaround time to get the 

most value out of their subscriptions. RTR installed self-service kiosks where customers scan 

their returning items, automatically opening new slots for items, giving the customer the chance 

to rent something from the store directly or order online instantly. This strategy was huge 

success with customers, with 25% of subscribers who live within 20 miles using the store once 

a week to swap their items. This solves the pain point of having to wait for the items to be 

received at RTR’s warehouse to open a new slot.  

 

Additionally, the lower (or upper, depending on store configuration) serve as distribution hubs, 

holding thousands of pieces of inventory. Having this proximity to the customer is key with 

the subscription model as the major reason for churn in the subscription program is  that 

customers don’t receive items fast enough. A common review online is: 

 

To help shorten shipping time, RTR will open a new facility in Texas to better serve its west 

coast customers. By having items closer to customers through stores and warehouses, RTR can 

benefit from cheaper ground shipping, reducing costs.  

                                                 
14 Fortune Interview 

Figure 9 A common review on RTR 
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5.3.2 Partnership with WeWork 

RTR has partnered with co-working office space company WeWork to install drop boxes 

across the country in 18 WeWork locations. Now unlimited subscription customers can drop-

off items, immediately opening a slot, expediting how fast they are able to get new items. 

“We knew there was a demand for creating these drop boxes in other convenient locations, 

[…] there is a massive opportunity to not only grow our drop-box network, but also to grow 

mini stores within WeWork.” Maureen Sullivan, COO15 

 

Hyman believes this can make the average subscriber go from using the brand from 150 to 175 

days a year. It is also an operational benefit for RTR as it facilitates their operations. They are 

able to service the customer better without having to open their own retail stores.  

  

To conclude, the opening of physical retail meant that RTR could be closer to customers, 

allowing them to better service existing clients, and introduce the idea of renting to customers 

in a more “natural” way. It generates value for the company as the retail spaces are designed 

to present the brand to customers in a beautiful way, in the setting of a store so that customers 

can have some of the exclusive feeling of luxury.   

  

5.4 Efficiency 

As the business started to take off, RTR learned that to be in control of their operations, they 

would need to vertically integrated parts of it. Although it proved challenging in the beginning, 

overtime these factors became core competencies of the business, as well as the moats that help 

keep competitors away, helping RTR to gain competitive advantage. 

  

5.4.1 Developing and mastering a reverse logistics platform 

As RTR is an asset utilization business, inventory turnaround is crucial. There are two key 

variables, firstly how fast can the inventory be turned, and secondly, how long can this 

inventory be turned for before it has to be “retired”.  These were two important variables for 

RTR to master: 

                                                 
15 CNBC Interview 
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“We knew that we had to get the unit economics to be profitable. So, to do that, we needed to 

own the logistics, we needed to own the cleaning, we needed to own the control of the inventory, 

the timing and technology of all of this stuff” Vijay Subramanian, Chief Analytics Officer 16 

 

In the early days, dry cleaning and restoration was carried out by a third party, therefore RTR 

did not have complete control of when the inventory would come back, and was not able 

develop any intellectual property on how to care for the garments. 

 

To be in control, RTR had to vertically integrate. First, they developed a logistics platform to 

manage the inventory, so things could be expedited at the speed they required. If items are 

sitting idly on the warehouse, it means they are not with a paying customer. Data collection 

and analytics in the warehouse is used to prioritize which are the items that they need to process 

just in time and which items have a longer associated lead time to them. This means that most 

of the clothing is triaged early in the morning, processing on average 2000 items per hour , 

with an average turnaround time of 12 hours, this is crucial for items that need to shipped out 

as soon as possible.  

 

Second, they built infrastructure to do all the operations around caring for garments: 

“We have had to vertically integrate, so in order to restore [items] to perfect condition, you 

need to not only have a “pick, pack, ship” operation but you need to focus on having essentially 

manufacturing type functions within your operations: like dry cleaning, like a seamstress 

operation, like jewelry repair, like leather repair. So we had to become experts in this kind of 

physical restoration of products. […] There's no way to short-circuit those learnings and 

therefore the ROI that's going to come from this incredible asset of inventory that we have 

built.” Jennifer Hyman, CEO17 

 

This allowed RTR to collect data and figure out how to look after different fabrications, and 

the optimal way to take care of them to prolong the lifetime of an item and get more value out 

of it. It also affects their buying decisions as they know which items have a longer lifetime. 

This development of intellectual property is a huge factor in RTR’s success.  

 

                                                 
16 Deciding by Data Podcast 
17 Goldman Sachs Interview 
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By learning to care for garments so they would always look brand new, and knowing when to 

discard items once they no longer look new, (the number of rentals a garment can last can be 

estimated based on the type of fabrication) RTR can get maximise their return on inventory 

and lower down costs.  

 

Keeping items looking brand new also played a big part in helping maintain the luxury feeling 

for customers, so they always felt the items were brand new, removing some of the “icky” 

factor that might have been associated with the idea of renting:  

“Because of our dry cleaning, customers receive almost new items. There is a lot of trust from 

the customer standpoint that we are sending inventory that is like in brand new condition” 

Jenny Fleiss, Cofounder 18 

 

Items are also sent in pristine packaging, with special garment bags designed exclusively for 

RTR, ensuring that the presentation of the items are high end, maintaining the luxury feel of 

the brand. 

  

With the subscription program, RTR no longer knows when items will be coming back, this 

adds another layer of complexity to the business. This makes it even more important that they 

have algorithms in place to send items where they are needed.   

 

Overall, RTR had to develop these core competencies in running this reverse logistics platform 

so to keep costs lower, control timing of operations, and develop the analytics ensuring their 

efficiency.   

 

5.4.2 Using data to customize and optimize the product offering   

RTR collects and analyses copious amounts of data to ensure they deliver what customers want. 

Information about the customers measurements and preferences are logged into the system, 

based on this, suggestions are made for customers on what pieces they should rent. RTR tweaks 

its algorithms to identify pieces the customer might like based on the data provided and past 

rental history, both in the form of recommendations online and items that are available in 

physical stores: 

                                                 
18 Meet the Innovators Podcast 
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“Making sure that’s what’s out there [in retail stores] matches what our customer is looking 

for is really critical. We have to target what we are sending.” Hampton Catlin, VP 

Engineering19 

 

Based on customer profiles, RTR uses data to ensure that they have items that fit the customer’s 

profile nearby to better serve them. This data is also used to inform the company’s buying 

decisions: 

“So we get this rich data points on what is being, not only consumed, but what actually people 

are genuinely wearing and not wearing, and for what reasons. And that actually feeds back 

into the buying process, right?” Vijay Subramanian, Chief Analytics Officer20 

 

RTR aims to reduce friction and get recommendations so right that the customer need not spend 

more than 30 seconds picking their next rental. Ideally, the customer opens the app/website, 

sees an item they like in their recommendations and selects that item. This is a process RTR is 

constantly reiterating as it’s hard to select the level of personalization that is required, as they 

don’t want to restrict customers choice as the platform is still a tool for brand discovery. Similar 

to the laundry operations, RTR felt that the only way to have control over the data collection 

and analysis to ensure the results they wanted was to bring it all in house: 

“We wanted to be able to develop our own software and brand at the quality level that we look 

for our interactions.” Hampton Catlin, VP Engineering21 

 

By having complete control, RTR can constantly iterate and optimize the product offering in a 

way that other companies cannot as they are in complete control of their operations. Based on 

customer feedback and data collection from customer interactions, they can make informed 

decisions about the business strategy:   

“Our customers have accounts with us […] the first interaction you have is that you become a 

member with us, we know what you have rented, we know what you thought, and with the app 

we know when you were in the store” Hampton Catlin, VP Engineering22 

  

                                                 
19 Reinventing Retail Podcast 
20 Deciding by Data Podcast 
21 Total Retail Talks Podcast 
22 Total Retail Talks Podcast 
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RTR has a constant inflow of data that they can use to fine tune their operations.  By analysing 

it, they can identify consumption patterns based on past rentals, which feed into buying 

decisions. They learn about consumer preferences based on size and fit, items they have tried 

on in store and even making sure that items customers have favourited on the site are available 

in their nearest physical store. Their strategy to vertically integrate also means they have 

control of their operations, allowing them to have control the timing, and the technology 

required to efficiently run their operations. By owning most of the operation, RTR controls the 

quality level at every customer touch point, maintaining the aspirational brand value that is 

important in the luxury industry. 
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6. Discussion  
  

The table below presents a summary of the findings: 

Table 4 Summary of findings 

 

6.1 Accessing customers through collaborative consumption  
 

It is clear that through its CC business model, RTR is democratizing an industry that had always 

been based on exclusivity, Belk (2014) and Iran & Schrader (2017), argued similarly that rental 

companies are giving access to a new customer base. RTR does this by allowing younger 

women to rent designer clothing at a fast fashion price point, Pedersen & Netter (2015) argued 

that lower cost was indeed a-force behind CFC. 

 

In terms of facilitating customer retention (Moeller & Wittkowski, 2010), RTR has the 

subscription program-to-“lock”-in customers, but items are not necessarily returned-to the 

store by the consumer. Nevertheless, RTR-is-growing year-on-year and churn does not appear 

to be a concern as of now.  

 

6.2 Sustainability does not appear to be a motivator for CC  
 

Some studies show that sustainability as a factor for CFC (Guiot & Roux, 2010; Pedersen & 

Netter, 2015). Although on its website RTR mentions clothing waste, and excessive 
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consumption encouraged by FF, from the data collection, from a consumer standpoint 

sustainability does not appear to be a significant force behind renting, the desire to have endless 

variety in the closet seems to be a more significant factor.  

 

6.3 Balancing the preservation of luxury with renting 
 

Kapferer (2012) argued that within luxury, the brand and its value should be known by many 

but only a few should be able to buy it. RTR is challenging this view as it embraces the 

collaborative consumption concept, reaching a new consumer base. This could be a problem 

for designers as the sense of rarity associated with the brands can be lost. Our research indicated 

that RTR is not trying to compete with designers but act as an industry partner. RTR positions 

itself as a new channel of customer acquisition, where they learn about designer brands, and 

hopefully in the future consider those brands when making purchase decisions.  

 

Further, these younger customers that are renting today can learn about these brands earlier, 

creating a stronger experience with the brand. This can lead to brand purchases once purchasing 

power of these customers increases. For this reason, it can also be in the interest of designers 

to have their best products on these rental platforms, to showcase a good representation for 

these new customers.  

 

6.4 Consumer acceptance of CC in luxury renting 
 

Commonly mentioned as challenge, was consumer acceptance of CFC (Iran et al., 2019). RTR 

was afraid of this in its early days, but as the business grew, customers were excited to tell 

others about the advantages of renting the runway. Social media also influences this as people 

don’t want to be photographed in repeat outfits. The study further claimed that origin of the 

clothing could have an influence. As RTR purchases directly from designers and is responsible 

for maintenance of the items, this does not seem to be a concern.   

 

Consumer satisfaction is based on relationship between the customer and provider, and ease of 

access to the provider (Raja et al., 2013). RTR retail spaces serve as a point of interaction and 

add a safety layer to those who do not wish to rent without trying on, and those who want quick 

transactions or fix quick issues. However, negative reviews of RTR are usually about not 

receiving items on time where situation is worsened when renting for a special event. This in 
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line with Armstrong & Lang, (2013) and Tukker & Tischner (2006) who argued that if the 

service is not available when the customer wants it, leading to a negative payoff. As the 

business scales, it is important that RTR can maintain the high service level that is expected by 

customers.  

 

Contrary to what Armstrong & Lang (2013) have argued, customers are still attracted to sharing 

goods that bring status, as customers appear to care more for the experience of wearing the 

item instead of the actual ownership of the good. RTR claims that women feel smart about 

renting. What remains unclear is whether these consumption habits will remain once these 

customer grow up.  

 

How customers would treat rented goods was seen as a concern (Tukker, 2015). Although some 

RTR items return damaged to the point where they can no longer be used, they have found that 

the vast majority of items are returned in great condition. RTR believes that due to the 

aspirational nature of the goods, customers take care of it as if it was their own. The durability 

of the apparel with higher usage intensity is something that should be considered Armstrong & 

Lang, (2013). Through its development of intellectual property on each garment, RTR creates 

models to estimate the longevity of an item before it has to be retired from their inventory.  
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7. Conclusion 

 
The aim of this thesis was to understand how rental companies of luxury goods could gain 

competitive advantage in the luxury market. To answer this question, we selected Rent the 

Runway as it is one of the few companies operating with success in this market. RTR has 

scaled its operations, continually investing in expansions to ensure that the inventory, the 

technology and the logistics are right.   

 

At present, no research focuses on renting luxury goods specifically. As the of collaborative 

consumption becomes more mainstream consumer behaviours, the need to develop 

business models in the luxury industry becomes more apparent. We used business models 

as the theoretical lens of our research as these showcase value capturing and creating 

strategy of firms (Zott et al., 2011), and how this is done through different components that 

make-up the business model (Afuah & Tucci, 2000). The present research provided insights 

into what factors rental companies should take into consideration if they hope to gain and 

sustain success in the long run.  

 

The top insights from the present research are as follows: firstly, the partnership with 

designers lies at the core of success in the luxury industry. Without the support of designers, 

the value proposition would differ as they would not be renting designer clothes, which is 

a differentiator for the business. From the company’s perspective, respecting the designers 

legacy is essential, as they are concerned that such  venture could desecrate their brand 

value. Secondly, control of the inventory and data collection is vital for the operations. 

Developing intellectual property and proprietary technology generates competitive 

advantage as they have full control of operations, it can also be a barrier to entry as the 

development of the technology and the logistics is costly, especially as the business scales. 

Therefore, there is a need for vertical integration to retain full control of operations and 

master the skills to run such business. Thirdly, although not a core requirement of running 

the business, having a physical retail space is a complement to the online operations. This 

is especially relevant in the early stages of collaborative consumption businesses’, when 

renting is not a normalized behaviour. The retail touchpoint allows customers to meet the 

brand and also serves as a point of contact to resolve any other issues related with the 

orders. It is also part of the subscription strategy as it allows customers to swap items faster. 
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Lastly, specifically to RTR, part of their advantage comes from the fact that they were the 

first company to operate in the luxury industry, earning them first mover advantage and 

solidifying their relationship with designers. More generally, as done by RTR, companies 

need to constantly iterate on their business models to ensure that they are delivering what 

customers are looking and adapting to changes in the industry.  

 

The main limitation of the research is that the case study is based on a single company, 

which could mean that results from this study should be transferred to other companies by 

carefully taking into account the context. For instance, as RTR is based in the US, there are 

market peculiarities that should be taken into account if the rental company is operating in 

another market. For example, the US has an efficient shipping system that RTR can rely on 

to dispatch clothes; this might not be the case in Brazil.   

 

Future research on the topic could focus on how firms can sustain their activities in other 

areas of luxury CC, such as second-hand buying and selling. To deepen the discussion on 

how they can gain competitive advantage, it could also be interesting to focus a study on 

how to establish a reverse logistics platform for renting luxury goods, as this appears to be 

a core competency of such businesses.  
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