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GLOSSARY

Collaborative Consumption
(CC)

“Collaborative consumption is people coordinating the acquisition and distribution of a resource for a
fee or other compensation.” (Belk, 2014)

Business Model (BM)

“The rationale of how an organization creates, delivers and captures value” (Osterwalder & Pigneur,
2010)

Product Service Systems
(PSS)

“A Product-Service System is an integrated bundle of products and services which aims at creating
customer utility and generating value”. (Boehm and Thomas, 2013).

Product Service System
Business Models (PSS BMs)

Firms with business models consisting (not necessarily exclusively) of an “integrated bundle of products
and services which aims at creating customer utility and generating value” (Boehm and Thomas, 2013)

Use-Oriented PSS (UO-PSS)

PSS business model type where the product still has a central role, but the PSS provider does not
transfer ownership to the rental customer of the product and offers instead the use of or access to the
product (Pistoni & Songini, 2017; Tukker, 2004).

Use-Oriented PSS Business
Model (UO-PSS BM)

Business Models deploying a UO PSS character in line with above definitions.

Fashion Industry

“Encompassing the design, manufacturing, distribution, marketing, retailing, advertising, and
promotion of all types of apparel (men’s, women’s, and children’s) from the most rarefied and
expensive haute couture [...] and designer fashions to ordinary everyday clothing” (Major & Steele,
2010)

Fashion Rental Service

Defined as a fashion-related offering consisting of “a transaction in which one party offers an item to
another party for a fixed period of time in exchange for a fixed amount of money and in which there is
no change of ownership” (Durgee and O’Connor, 1995, p.90).

Fashion Rental Business
Model (FRBM)

Business model that offers a fashion rental service (as a core BM activity or added service component)
in line with above fashion rental service definition.

Tactic (within PSS BM
implementation context)

“The company's residual choices at an operational level after deciding which business model to apply”
(Casadesus-Masanell and Ricart, 2010)

Tactic aspect

Tactical aspects are defined as the different dimensions within each tactic, used to implement the PSS
BM.

Tactical operational choice

Operational activities within a tactical aspect




Table of contents

1. INTRODUCTION ..cuureiiicrcsnrecsssssssecssssasssssssssssssssssssssssssasssssssssssssssssssssssssasssssssssssssssssssssssssassssssses 7
L = 7 Vol (¢4 (0] 12 T PSPPSR 7
LI A ol 1 € £ o OO URUURSPSRTS 7
1.3 Purpose and Research QUESTIONS ........coiuiiiiireiiiieiiie ettt ettt et et eeaeeenteeeteeeeaeesneeesnneens 8
1.4 Knowledge Contribution ObBJECTIVES......ccuuieiuiieiiieiiieeiieeiieeiee ettt et et e siteesteeeteeebeeeteeesneesseeesnneans 8
1.5 DEIIMITATIONS ...ttt ettt ettt ettt sttt st sat e sttt st 9
1.6 RESEAICH OULINE ...ttt sttt ettt st 9

2. LITERATURE REVIEW ....iiiiiiiinnnniiconnnsiiosssssissssssssssssssssssssssssssssssssssssssssssssssssssssssssasss 11
2.1 The Business MOl CONCEPL .....veereieiiieeiieeiie ettt et tee et tee e tee e teeesateesneeeenteesnteesnseeenneeennnens 11
2.2 Fashion Sharing Business MOAELS ........c.eiiiiiiiiiiiiiieie ettt sttt et e e e eaee e e s 11
2.3 Product Service System Business MOAECIS .......cocuiiiiiiiiiiiiiecie et 12

2.3.1 State of the literature on Product Service System Business MOdels ... 12
2.3.2 Use-Oriented Business Models in the Fashion INAUSLIY ... 13
2.4 Summary and KNOWIEAZE GAPS ...eeeveeerieeiieeiie ettt ettt et e ettt e st e et e enteeeteeeneeenneeas 13

3. FASHION RENTAL BUSINESS MODEL AND TACTIC FRAMEWORK .......cccccceeeeecnnnee 15
3.1 Building the Theoretical FramewWork ...........ccocuiiiiiiiiiiii e 15
3.2 Use-Oriented PSS Business Model (LaYer 1).....cc.iiiiiiiiieiiieiiiecieecee ettt 16
3.3 Tactics in Fashion Rental Business Model Implementation (Layer 2).......ccccecveevvieniiencieeeneeeieeeenn 21

3.3.1 CONLTACE TACTIC cuueusrereesrerserseesressesseessessessesssessessesseessessesssessessessesssessessssseessessesssesssssesssessessesssessessessesssessesssesssssessssssesees 21
3.3.2 MAATKEHNG TACLIC covuriverreeiruirssissesesssess st sssssssesssssss s ss s ss s bbb 22
3.3.3 NEIWOTK TACHIC ceueurrereesresseeseessessessesssessessesssessessesssessessessssssessessessesssessessessssssssssssssssesssesssssessssssessessesssessessssssessessssssesess 22
3.3.4 Product and Service DeSiZN TACIC ... sessssss s ssssssssesssssssssssssssssssssssssssssasees 23
3.3.5 SUStAINADIIILY TACTIC...iuurirrrrrirsererisess st ss s bbb 24
3.4 Synthesis and Visualisation of Theoretical Framework ...........cccoocveiiiiiiiiiiiiiiieere e 25

4. METHODOLOGY .ucciiiiinnniccssssnnecssssssnsssssssssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasss 26
L Y el e Yo To) (oY ea o 1 U i L SRS 26
4.2 Research PhilOSOPRY ...c.viiiiieiiie ettt st e et e ettt e e st e e snt e e enbeeenreeenees 26
4.3 Research apPrOaCh ... ..cc.uiiiiiiee et ettt et e et enees 26
4.4 RESCATCI AESIZN ...eiiiiieiiieeiiie ettt ettt ettt e et e ettt e s et e s et e e e ateesnteeeabeeenseeesee e seeeenseeenbeesnneeennes 27

4.4.1 RESCAICR SIIATEEY ..urvurirurrrsirseresssessesssessssssssssssss s ss s s bbb 28
4.4.2 Multiple Method CHOICES ... bbb 29
4.4.3 Time horizon Of the d@SIZN ... 29
4.5 Data collection and analySiS........ccueiriieiiieiiee ettt tee ettt et et e st e et n e et e e e et e et e enneeenees 29
L B B 1<) g T T 53 o) (P 29
LI B 1<) g T [T T o TP 30
4.5.3 DAtA PIOCESSING wuveurreeriruirsissesessessesssesssssssessssssss s ss s ss s s ss s s s s bR RS sRR SRS 31
4.6 QUALIEY OF STUAY ..eeeiiieiee et ettt e st e sttt e st e st e e bt e e s e e neeeenteeenbeeenseeenees 31
4.0.1 CONSISLEIICY wuvvvreerrssirsssrsssssisssesesssesssssssesssssssessssssss a8 s RS SRS RS sER b RS 31



L ST RO =T o] 1 1 2P 32

4.6.3 TraNSTETADIIILY coooueevreeirrrsir st bbb 32
5. EMPIRICAL FINDINGS....contiiiinnnniiccsssanicsssssssessssssssssssssasssssssasssssssssssssssssssssssssssssssssssssssssssasss 33
5.1 Fashion Rental Service CharacteriSICS. .......ovouiiiiiiiiiiiiiiit ettt ettt et ettt 33
5.2 Fashion Rental Business Model EIEMENts ..........cocuiiiiiiiiiiiiiiiiiiiiiiciccc e 33
5.2.1 CUSTOMET SEEMENLS ...urrurrruriruirsssssesesssessesssesssssssessssssss s s ss s sess s s s s s b s b 33
5.2.2 ValUC PrOPOSILIONS...ccuivuieerirerirssssisesssess st sessssssss s sssss s ss st sess s sessss s ssssss s s s bbb sessssssns 34
5.2.3 DiStriDULION CRANNEIS ...cueeieeecesreeseeseesressesseessessssseesessessssssessesssssesssesssssesssesssssesssssssssssssssss s sesses s sesssesssssesssssssssees 35
5.2.4 Customer RelatiONSNIPS ...t sess st ss s s ss s s sssssssssssnes 36
5.2.5 ROVEIUE STTCAIIIS ..cuveereruresesresseeseessessesseessessessesssessessseseessssssssessessssssesssesssssesssesssssssssessessessssssessessesssesssssesssssssssessssssssess 37
5.2.0 KEY RESOUITES ..ucureerieesiruireserssssss s s s sessssssss s sssss s sb s s ss s s s bbb 37
5.2.7 KEY ACHVILIES coreureerreeriruisssisssssssssssesssesssesssessssssse s sssss s ss s s ss s s ss s s bbb 38
R ) A 2 4 1S €
5.2.9 Cost Structure
5.3 Swedish Fashion rental firms used SEIrviCe taCtICS ......eeuiruiriiiiiiiiiieeieeie et 41
5.3.1 CONIIACT TACTIC. cuuueuererseesressesseeseessessesseessessesseessessessssssessssssssesssesssssesssesssssesssessessesssessesssssssssesssssessesssessesssssssssessssssessess 41
5.3.2 MATKEHINEZ TACKIC ..vurreeriruresrirerisssss st sessssss s sssss s bbb s sb s s s 42
5.3.3 Product and Service Desi@n TaACIC ... ssssssss s sssssssssssssssessssssssssssssnes 44
5.3.4 INCEWOTK TACLIC crvueuererseesressessesseessessesseessessesssessessessseseessssssssesssssssssesssesssssesssessessesssessesssssssssessessesseessessesssesssssesssessesees 45
5.3.5 SUStAINADIIILY TACHIC . iivurieerirrirsirecress st ss bbb s 47
0. AINNALYSIS coreeiiininnniicnssnnicsssssssecsssssssesssssssssssssssssssssssssssssssasssssssasssssssssssssssssasssssssssssssssssssssssssasss 49
6.1 Fashion Rental Business MOdELS ........cocuiiiiiiiiiiiiiiiiiicei et 49
6.1.1 Review and Adjustment of Layer 1 of the Framework ... 49
6.1.2 Three Fashion Rental BUSINESS MOAEIS ....cuiucererneereeseesnessesseessesssssesssessessesssesssssessssssesssssssssesssssessssssessessssssessess 50
6.1.3 Conclusion and answWer t0 RQ L . ereneseeeesssseeseessesssssesssesssssesssesssssesssesssssssssssssssssssssssssssssssssssssssssssssssess 51
6.2 Tactics in Fashion Rental Business Model Implementation.............cccueevuieerieeniienieeiiie e 52
6.2.1 Review and Adjustment of Layer 2 of the Framework ... 52
6.2.2 Used tactics to implement the three fashion rental BM types......cmrmnsnssssssssessessssssssssens 53
6.2.2.1 Primary NEtWOTK TACHIC ciuuuururrererireesesessssessssessssssssessssessssss s s s s s sss s ss s ss s s s s sssssesssssssssessens 53
6.2.2.2 PrimMAry P&S DESIZN TACIC ..cuuurereeseesseerssessseesseesssesssessssssssesssessssesssesssessssssssesssessssesssesssessssesssessssssssesssessssssssesssessssssssessans 54
6.2.2.3 Primary SUStAINADIIEY TACHIC .. uuuurieureeseeesreessessseesssesssessssesssesssessssesssesssessssssssesssessssesssesssessssesssessssesssessssssssssssesssessssssssessans 56
6.2.2.4 Secondary CONLIACE TACHIC .u..urrireresersssessssesssssss s s sssss s bbb R 57
6.2.2.5 SecONAArY MATKCHNG TACTIC civuureueeseesseeessesseesseesssesssessseesssesssessssesssesssessssssssesssessssesssesssessssesssessssssssesssessssssssasssessssssssessans 57
6.2.3 Conclusion and ansSwWer t0 RQ2 ... ereenereeeesnessesseessesssssesssesssssesssesssssessssssssssssssssssssssssssssssssessssssssssssssssssess 58
7. DISCUSSION ...icinruniecnsssnneessssssseossssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasss 61
8. CONCLUSION ..cuureriicissrnriccssssssecssssssesssssssssssssssssssssssssssssssssssssssasssssssssssssssssasssssssssssssssssssasssssasss 63
8.1 Theoretical CONITDULION ........c.iiiiiiiiiiiic ittt ettt ettt et ettt et e e e ens 63
8.2 EMPITical CONTITDULION ..eouetiiiiiiieiiie ettt ettt et et e et e et e e st e e snteesnteesnneeenneeenneeas 64
8.3 Managerial IMPLICATIONS. .....ccuiiiiie ittt ettt ettt et ettt et e st e e tee e teeesneeeanseesnseesnseeeneeeneeas 64
B4 LIMIEATIONS ...ttt ettt et ettt et ettt et et ettt et e bt et e et e et e enteenteens 65
8.5 FULUIE TESECAICH ...ttt ettt ettt ettt ettt et et eaeens 65
LIST OF REFERENCES ...uuuciiiinntiiiinnnniicsssnniesssssssesssssssssssssssssssssssssssssssssssssssasssssssssssssssssssssssssasss 66



List of Appendices

APPENDIX 1: BUSINESS MODEL CANVAS (OSTERWALDER & PIGNEUR, 2010)............. 73
APPENDIX 2: ‘FASHION NETFLIX’ MODEL VS. FASHION LIBRARY ......cccccceiviiniiniinne. 74
APPENDIX 3: REIM ET AL. (2015) THREE-LEVEL PSS FRAMEWORK ........ccccccoviiniiiiinne. 75
APPENDIX 4: FRAMEWORK ADAPTATIONS BASED ON PRE-STUDY FINDINGS............. 76
APPENDIX 5: RESEARCH ONION ......cooiiiiiiiiiiiiiiiiine e 77
APPENDIX 6: SAMPLE INTERVIEW GUIDE ..........ccccooiiiiiiiiiiiiiiiiiceccceeee 78
APPENDIX 7: PRE-STUDY AND MAIN STUDY INTERVIEWS......cccciiiiiiiiiineneeeeeee, 79
APPENDIX 8: CASE COMPANIES OVERVIEW ......ccciiiiiiiiiiiiiiiiicceeteecee 80
APPENDIX 9: DATA PROCESSING FLOW CHART .....ooiiiiiiiiiiieeeeeeeeeee e 81
APPENDIX 10: FRBM CHARACTERISTICS AND KEY DIFFERENCES..........cccccoviiniiiinee. 82
APPENDIX 11: CONNECTIONS BETWEEN THE DIFFERENT TACTICAL ASPECTS.......... &3



This chapter introduces the empirical and theoretical background to this thesis (1.1), followed by the
research gaps driving the study (1.2) and the derived research purpose and questions (1.4). The expected
knowledge contributions and objectives of this research study are then introduced (1.5), followed by the

study delimitations (1.5). The research outline concludes the chapter (1.6).

There is an ongoing transformation in our society, as companies and people move away from traditional
product ownership towards access-based consumption (Edbring et al., 2016; Pessoa, 2017; Piscicelli et al.,
2018). This emerging consumption behaviour, called collaborative consumption (CC), has led to numerous
collaborative business models (BM) across several industries (e.g. Uber, Airbnb, Netflix). CC has gained
increasing attention from both academia and businesses since Botsman and Rogers popularized the concept
in the book “What’s Mine is Yours” (2010). CC has lately also emerged in the fashion industry (e.g. Rent the
Runway in US). This is especially interesting due to the industry’s (1) strong product ownership and identity
building focus, (2) fast fashion business model dominance and (3) position as second biggest polluter

globally (Sweeny, 2015).

Because of the increased service focus in today's BM innovation (Witell et al., 2017), fashion retailers have
started to develop their BMs towards more integrated product-service systems (PSS) (Botsman & Rogers,
2010). PSS BMs replace ownership with access via building product-extension services, such as rental,
swapping, subscription or leasing within the fashion industry (Stdl & Jansson, 2017). There is a two-fold
discussion on whether access based ‘fashion sharing’ could make the industry more sustainable (Iran &
Schrader, 2017), or if the Swedish market is mature enough for this fashion consumption alternative (Breakit,
2017). The US fashion market has already established CC fashion BMs, and lately these have emerged also
in the Swedish market. In Sweden, 13% of the population between 18-65 has used different types of access
services (TNS Sifo, 2016), and today there are already several fashion access companies within the Swedish

market.

Different authors have mapped fashion sharing BM types (e.g. Pedersen & Netter, 2015; Perlacia et al.,
2016). Fashion rental is one of the most common fashion sharing BMs in Sweden, and is thus the focus of
this thesis. Existing companies are working with different types of fashion rental BMs, making it interesting
to analyse how they differ in their ways of building and implementing rental services. Since today’s PSS BM
research lacks practical understanding of different types of PSS BMs and how they are implemented in

practice (Reim et al., 2015), a more operational understating of these would be highly beneficial.

Three knowledge gaps were uncovered while investigating previous research work. Starting from the broader
BM literature, specific gaps were identified within PSS literature. Despite the increasing research in the PSS

field, knowledge regarding PSS BMs and their components is still at an early stage (Adrodegari et al., 2016;



Baines et al., 2007), but is simultaneously of great relevance, since shifting to PSS impacts a company’s BM
(Adrodegari, 2016; Barquet et al. 2011; Kindstrom, 2010; Pesséa & Becker, 2017). Concurrently,
knowledge of how to implement PSS services is very limited (Annarelli et al., 2016; Barquet et al, 2013;
Reim et al., 2015), and previous works have called for deeper studies into PSS BM implementation (Reim et
al., 2015; Vezzoli et al., 2015). Lastly, there is yet no clarity around the connections existing between PSS
BMs and tactics and around whether different combinations of tactics affect each other, and thus also BM

implementation (Reim et al., 2015).

A pre-study was conducted to gain better insights into the Swedish fashion rental market: two were the main
findings that pointed towards relevant empirical knowledge gaps. First, all three of the fashion rental
companies interviewed pointed at the lack of established BM structures and practices to refer to upon
entering the fashion rental space. A second insight was related to the variety of activities found among
companies to implement their chosen BMs: while firms implemented a wide variety of activities, there did

not appear to be any structured preconceived notion of “how to do this”.

This thesis adopts an exploratory purpose (Saunders et al., 2009), having the intent to generate insights
within the emerging fashion rental market in Sweden, and particularly to investigate fashion rental business
models (FRBMs) and their implementation. In particular, given the young nature of the Swedish fashion
rental market and the lack of clarity on the existing FRBMs, the first research purpose is to understand what
types of FRBMs exist in today’s Swedish market (including their main characteristics and differences). This

will be accomplished by examining the first research question:

Because the operationalisation of a BM affects its success (Osterwalder & Pigneur, 2010), a better
understanding of how fashion rental firms practically implement their services is necessary. This leads to an
additional purpose: understanding how operational tactics are used to implement FRBMs, and consequently
investigate the connections between FRMBs and operational tactics. Thus, the authors pose the second

research question:

Since RQ2 will imply an in-depth exploration of the adoption of operational tactics, the authors expect
inevitably to explore also the potential connections between the tactics themselves, aspect which is then

included as an additional purpose, embedded in the second one.

The purpose of this thesis is to contribute to organizational research by adding knowledge to PSS BM
research. The thesis aims to be a valuable resource for fashion service providers, to clarify what types of
FRBMs exist today (RQ1), and how these BMs are implemented (RQ2). This is especially relevant for

fashion retailers aiming to build a B2C fashion rental service. This thesis will thus support such firms in the
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selection of the most appropriate FRBM type, and it will also contribute to increasing their chances to
successfully implement them via a deeper understanding of operational tactics. The authors also aim to
contribute to a better public knowledge of existing fashion rental services, because of the emerging

ownerless consumption behaviour (Botsman & Rogers, 2010).

The thesis aims to investigate one service form, UO-PSS. Consequently, the thesis conclusions aim to be
transferable to other fashion retailers and service providers with same conditions, which have initiated or
plan to build a rental service (Polit & Beck, 2010). The rental concept refers to firms renting everyday
clothing, casual evening wear, or outerwear garments, and excludes firms that offer exclusively special
occasion clothing (e.g. wedding dresses or suits), as these services have already been available for decades,
and did not emerge from the sharing trend (Lang & Armstrong, 2018). This thesis will focus exclusively on
B2C rental services, based on the emerging B2C sharing service research focus (Mohlmann, 2015) as well
emerging BM type. Lastly, the study is limited to the Swedish fashion industry, due to easier access to data

and the recent emergence of rental services in this particular market (Breakit, 2017).

To answer the discussed two research questions, this thesis empirical research was divided into a pre-study
and a main-study. The pre-study served two purposes: (1) increase the author’s knowledge about different
FRBMs, and (2) define the empirical gap and research questions. The main-study also had two purposes: (1)
develop the pre-study findings, and (2) answer the developed RQs. The empirical analysis was combined
with a literature review, with the aim to (1) narrow down the research focus, in parallel with the pre-study,
and to (2) shape the empirical research and its analysis by laying the foundations to build a theoretical

framework for the main-study. Together, these components form the conducted research study (Figure 1).

The research will be presented in this thesis according to the following outline: (1) Introduction (2) Literature
Review, (3) Fashion Rental Business Model and Tactic Framework, (4) Methodology, (5) Empirical
Findings, (6) Analysis, (7) Discussion and (8) Conclusion.



EMPIRICAL TREND:
Fashion sharing

|

PRE STUDY S

1. Empirical gap

2. Direction for theoretical
framework development

3. Initial case company contacts

2. Foundation for framework
development

THEORETICAL
FRAMEWORK

RESEARCH
> CONCLUSIONS

Figure 1: Research study outline
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Due to the centrality of the BM concept in this research study, an introduction to the concept is presented
(2.1), followed by a discussion of fashion sharing BMs (2.2). Within BM research, the review is narrowed
down to the PSS BM research field, with a specific focus on use-oriented (UO) PSS BMs in the fashion
industry (2.3). The chapter ends with a summary of the literature review and outline of the main knowledge

gaps this study aims to fill (2.4).

The BM concept was introduced by Bellman et al. (1957) already in the 1950s (Foss & Saebi, 2017; Wirtz et
al., 2016), but is still to date connected to very heterogeneous definitions (Zott, 2011), schools and practices
(Gassmann et al., 2016), especially due the increasing popularity of the concept after the Dot-com boom in
the mid 1990s (Foss & Saebi, 2017; Massa et al., 2017). The concept has evolved over time, and from an
initial focus on information technology and operations, it has now joined the strategic and organizational
debate (Wirtz et al., 2016). In line with this, Wirtz et al. (2016) identify three main research streams within
BM literature: (1) BM conceptual developments (2) BM structural developments and (3) management
processes. Furthermore, despite different schools of thought, there seems to be an agreement on Osterwalder
& Pigneur’s (2010) BM definition as “the rationale of how an organization creates, delivers and captures
value” . Osterwalder & Pigneur’s nine building block Business Model Canvas (Appendix 1) is also the most

widely accepted BM tool (Plenter et al., 2017).

Several authors have attempted to map different types of fashion sharing BMs (Elander et al., 2017; Pedersen
& Netter, 2015; Perlacia et al., 2016). The identified BMs have usually been categorized based on (1) BM
architecture (Hvass, 2014, 2015; Perlacia et al., 2016), (2) sustainability focus (Elander et al., 2017; Klepp et
al., 2014; Watson et al., 2014), or (3) different types of sharing BMs (Pedersen & Netter, 2015; Perlacia et
al., 2016).

According to Martin-Sanchez (2016), three fashion sharing BMs exist: (1) pure fashion sharing BMs, where
the fashion sharing is at the core of the business, (2) hybrid fashion BMs, whose sharing activities are not at
the core of the BM and (3) promotional fashion BMs, using the collaborative concept as a marketing tool.

The pure fashion sharing BM is the only relevant BM type based on the scope of this thesis.

Perlacia et al., (2016) further categorize the pure fashion sharing BM category into three archetypes, which
are: (1) fashion rental (2) fashion swapping and (3) second-hand retailing. Due to the thesis scope, only the
first fashion rental archetype is relevant, which Perlacia et al. (2016) categorize into three further sub-BMs:
(1) fashion netflix model, where the fashion retailer retains ownership of the item and rents it to consumers
on a B2C fashion-on-demand base, both online or in a physical store, (2) fashion airbnb model, usually
consisting of P2P rental platforms, for those looking for fashion on-the-go, typically through online channels,

and (3) fashion libraries, which consist of B2C services focusing on permanent physical stores or
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showrooms and additional rental events to strengthen customer relationships. As the fashion airbnb model
revolves mainly around P2P platforms (Perlacia et al., 2016), it is considered out of scope. The remaining
two BM categories by Perlacia et al. (2016), however, are still rather ill-defined (Appendix 2), due to
contradictions with other authors’ fashion rental BM definitions (e.g. Martin-Sanchez, 2016; Pedersen &
Netter, 2015) and to the inclusion of firms belonging to different national markets, despite the different
stages of development across different regions. For this reason, this thesis does not take these findings as
consolidated, but rather aims to explore them by critically assessing several previous rental BM definitions
and characteristics (e.g. Barquet et al, 2011; Pedersen & Netter, 2015; Perlacia et al., 2016), and analysing
them within a Swedish fashion rental context. Lastly, none of the mentioned authors focused exclusively on

the classification of different B2C rental BMs in the Swedish fashion industry.

The category of pure fashion sharing BMs discussed falls within the theoretical field of PSS BMs, as it
replaces ownership with access via building product-extension services, such as fashion rental services
(Botsman & Rogers, 2010; Martin-Sanchez 2016; Stal & Jansson, 2017). Thus, this section first introduces

PSS BMs from a broader perspective, and subsequently addresses it within the fashion industry context.

A research field initiated towards the end of the 1990s (Reim et al., 2015; Vezzoli et al, 2015), Product
Service Systems (PSS) were first established as a concept by Goedkoop et al. (1999). An important aspect of
PSS is the cooperative nature of the relationship between PSS provider and customer, since the relationship
does not end with the purchase (Mert et al., 2016). While many definitions were developed through the
years, the core concept elements have somewhat remained the same, suggesting a relatively high maturity in
terms of PSS definition (Tukker, 2015). One debated aspect has been PSS’s ability to provide more
sustainable solutions as opposed to product-focused systems (Sundin, 2009). For this reason, only some

definitions also explicitly include PSS sustainability aspect (Annarelli, 2016; Vezzoli et al., 2015).

This thesis adopts the definition of PSS formulated by Boehm & Thomas (2013), as it looks at PSS as a
system which not only aims at creating value for the customer, but also generates value for the firm
implementing it: “A Product-Service System (PSS) is an integrated bundle of products and services which
aims at creating customer utility and generating value.”. Due to the current ambiguity of PSS sustainable
outcomes (Tukker, 2015), PSS was not restricted only to sustainability driven businesses, in order not to

exclude relevant cases.

Besides the open debate regarding benefits and barriers to PSS development from both customer and firm
side (Edbring et al., 2016; Pessoa, 2017), Annarelli et al. (2016) identify four main areas of PSS research:
applications, characteristics, development/design and BMs. Interestingly, Annarelli et al. (2016) point out
two emerging areas of research, related to BMs and CC. A typology for PSS BMs, including access- and use-
focused BMs has also been suggested, together with a call for more fine-grained definitions of PPS BM
typologies (Adrodegari et al., 2016).
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The specific PSS area of interest of this thesis can be identified from on the most widely accepted
classification of PSS (e.g. Azarenko et al., 2009; Reim 2013; Tukker, 2004). PSS BMs are traditionally
divided between (Barquet et al., 2013; Pistoni & Sognini, 2017; Tukker, 2004):

1. Product-oriented (PO-PSS): the PSS provider offers services on top of regular product sales

2. Use-oriented (UO-PSS): the PSS provider retains ownership of the product and offers instead access

to it, keeping the product still central
3. Result-oriented (RO-PSS): the PSS provider sells a competence rather than products

UO-PSS fits into this thesis scope, due to the selling of usage rather than ownership, and it is compatible

with the FRBM subcategories identified in the previous section.

In relation to these three PSS categories, the literature review calls for a better understanding of further
classifications as well as of how the adoption of different PSSs reflects on a company’s BM (Reim et al.,
2015). Furthermore, interest has been raised on the practical implementation of PSSs, of which rather little is
known (Mert et al., 2016; Reim et al., 2015). Finally, Reim et al. (2015) identify tactics as a viable option to

explore the yet underivestigated operational implementation of PSS BMs.

Some authors have tried to describe the UO-PSS BM on a general level (Adrodegari et al., 2015; Barquet et
al., 2013; Pistoni & Songini, 2017; Tucker, 2004), while others in a fashion specific context (Pedersen &
Netter, 2015; Perlacia et al., 2016). Tukker (2004) identifies three different UO-PSS: (1) product lease, (2)
product renting or sharing and (3) product pooling. Due to the thesis scope, only the second type is relevant,

as the provider keep the ownership and responsibility of the product, while the user instead pays “per-use”.

Petersen & Riisberg’s case study (2017) explores the design and early phase of business development, while
Stal & Jansson (2017) work with case studies within the Swedish fashion market, but with the purpose to
explore value propositions in PSS and their potential to shape consumption. Pedersen & Netter (2015),
instead, analyse the BM opportunities and barriers for fashion libraries. Perlacia et al.’s (2016) sub-BM

findings are another example of PSS BM research within the fashion industry.

Moving from the firm’s side to the customer’s side, other authors investigate customers’ sentiment towards
PSS (e.g. Armstrong et al., 2015). To the authors’ knowledge, no authors have yet studied PSS BM

implementation within fashion rental, and in particular not in the Swedish market.

The review started with a brief definition of the BM concept, together with a discussion of the existing
fashion sharing BM literature. The scope of this thesis was restricted to the category of pure fashion sharing
BMs (Martin-Sanchez, 2016), with a focus on FRBMs (Perlacia et al., 2016). The fact that FRBMs are still
ill-defined and in conflict with other authors’ work (e.g. Martin-Sanchez, 2016; Pedersen & Netter, 2015)

revealed potential for improvement of the knowledge within this specific BM category.
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The authors concluded the literature review by defining the PSS BM concept and reviewing the research
field, with a focus on UO-PSS BMs (Azarenko et al., 2009; Barquet et al, 2013; Tukker, 2004) in the fashion
industry. Despite the growing research stream on PSS BMs, gaps were identified in: (1) the categorization of
different PSS BMs, still at an early research stage (Adrodegari et al., 2016; Baines et al., 2007), (2) the used
operational tactics to implement PSS BMs (Reim et al., 2015; Vezzoli et al., 2016), as well as (3) the
possible connections between the PSS BMs and used tactics to implement them, and between the tactics
themselves (Reim et al., 2015). The first and second gaps have been partially filled by Reim et al. (2015)
who led the way for a tactic-based study of PSS BM implementation, however still at a general level and
with almost exclusive focus on manufacturers, leaving gaps in the understanding of tactics adopted in sub-

PSS BMs and by other actors beyond manufacturers (Reim et al., 2015).
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This chapter presents the developed Fashion Rental Business Model and Tactic Framework, which is used to
analyse and answer the two RQs. The first section introduces the foundation and structure of the framework
(3.1). The first layer of the framework follows, consisting of three PSS BM research levels (3.2), followed by
the second layer, focusing on used tactics in UO-PSS BM implementation (3.3). The final section presents a

synthesis and visualisation of the developed theoretical framework (3.4).

This thesis addresses the three identified research gaps and two research questions by developing a two-layer
fashion rental business model and tactic framework. The starting point of the framework development is
Reim et al.’s (2015) original three-level PSS framework (Appendix 3). The first level consists of an initial
strategic choice: “aiming for an increased service offer” (Reim et al., 2015). The strategic choice is pursued
in the second level by choosing one of the possible PSS BM types (PO-, UO-, or RO-PSS BM). The chosen
PSS BM will then determine how the different factics are used in implementing the PSS BM, forming the
third level. Tactics within PSS BM implementation are defined as the “the company's residual choices at an
operational level after deciding which business model to apply” (Reim et al., 2015). Each tactic is further

broken into different dimensions, identified as factical aspects.

Because a FRBM can itself be argued to be a chosen ‘increased service offer’ strategy, the framework will
not develop Reim et al.’s (2015) first level, but will rather focus on the two remaining ones. The authors
identified Reim et al.’s (2015) framework as a valid foundation for this study’s framework due to several
reasons. First, the framework starts from a strategic level and progressively moves to an operational level,
which fits particularly well the two posed RQs. Secondly, Reim points at the potential for further theoretical
and empirical development of the PSS BM types and operational tactic typologies, and the connections
between them. Finally, the original framework has a primary focus on manufacturers, but opens up for the
application of cases centered around service providers, fitting well into the scope of the thesis and into the

firms studied.

The authors also acknowledged how the original framework alone was not enough to answer the RQs, thus
requiring further development and integration. First, the original framework lacked any structured tool to
classify the PSS BM characteristics, such as, for instance, the popular BM Canvas (Osterwalder & Pigneur,
2010), previously adopted by other authors in PSS BM research (Adrodegari et al., 2017 and 2014; Barquet
et al., 2013; Barquet et al., 2011). Since the authors aim for a more in-depth description of one specific PSS
BM type (UO-PSS), the decision to use a Canvas to structure the analysis of RQ1 was made.Second, the
framework was not developed specifically for the fashion industry context, and thus the compatibility of
Reim et al.’s (2015) tactics and tactic aspects with the study context had to be assessed and adapted through
the pre-study (Appendix 4). A final issue relates to the ill-defined differences between the second and third

framework layers. While Reim et al. (2015) include partner type selection as a tactic aspect (within the

15



network tactic), the authors of this study instead argue that partner selection belongs to the BM strategy
decisions (level 2), in line with the BM Canvas (Osterwalder & Pigneur, 2010). Each framework adaptation

will be further addressed during the following sections.

The first framework layer develops Reim et al.’s (2015) UO-PSS BM type to better suit a fashion rental
context. To do so, the authors reviewed and leveraged existing PSS BM research on three different levels

(Figure 2).

PSS BM Research

(e.g. Adrodegari et al., 2017; 2014; Barquet et al.,
2013, 2011; Tukker, 2004)

UO-PSS BM Research
(e.g. Barquet et al., 2013, 2011;
Stal & Jansson, 2017)

FRBM Research
(e.g. Pedersen & Netter, 2015;
Perlacia et al. 2016, 2015)

Figure 2: The three reviewed PSS research levels

The adoption of PSS involves a reassessment of regular sales BMs (Barquet et al. 2011; Pessoéa & Becker,
2017). As a consequence, the well-known Business Model Canvas tool (Osterwalder & Pigneur, 2010), has
been applied to a PSS setting by several previous authors (e.g. Adrodegari et al., 2017; Barquet et al. 2013).
To the author’s knowledge, no one has done this exclusively for FRBMs in the Swedish market. As the
original framework lacks a structured tool to classify the UO-PSS BM characteristics, the authors aim to
develop a FRBM canvas, by critically assessing and combining previous PSS and FRBM research from

three different levels (Figure 2).

The first BM element, customer segments, defines the customers a firm aims to reach and serve (Osterwalder
& Pigneur, 2010). In UO-PSS BMs, the different segments indicate the customer’s ownership ideas (Tukker
& Tischner, 2006), resulting from cultural and regional differences, consumption habits and behaviours as
well as values (Manzini & Vezzoli, 2003). Figure 3 outlines the key customer segment features within the

three reviewed PSS research levels.
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PSS BM Research

+ Customer segments indicate

the different ownership ideas
(Tukker & Tischner, 2006)
Different ownership ideas are
caused by cultural and
regional differences,
consumption habits,
behaviours and values
(Manzini & Vezzoli, 2003)
Segment-specific value
propositions are crucial for the
success of PSS (Kindstrom,
2010).

+ Customers normally want to

make low initial investments
(Steven & Soth, 2010)

* Existing customers have a

positive attitude towards
ownerless consumption
(Barquet et al, 2011).

The existing customers
appreciate used rather than
new products (Stal & Jansson,
2017)

In UO-PSS, the customer
accepts new payment models,
for instance subscription or
paying-per-use (Stal &
Jansson, 2017)

FRBM Research

* Motivations to become a

fashion library member:

(1) Variety of garments to a
relatively low cost

(2) Fashion interest combined
with simultaneous
consumption reduction
Desires to be involved in a
collaborative consumption
concept of CC (Pedersen &
Netter, 2015)

* Typical fashion library

members:

(1) Youngand trendy women who
want to save money and
constantly renew their outfits,
in the same time as they care
about sustainability,
High-income women
interested in luxury designer
wear (Perlacia & Duml, 2016)

Figure 3: Customer segment features within the three reviewed PSS research levels

The value proposition (VP) defines the products and services creating value for the customer segments
(Osterwalder & Pigneur, 2010). In UO-PSS BMs, a switch occurs from value-in-exchange to value-in-use
(Gronroos, 2011), since it is the customer who determines the service value, by getting access to products

without acquiring ownership (Barquet et al, 2011). Figure 4 outlines the key VP features within the three

reviewed PSS research levels.

PSS BM Research

* Aswitch from value-in-exchange
to value-in-use occurs
(Adrodegari et al., 2017)

« Thevalue is determined by the
customer (Adrodegari et al.,
2014), and can be generated in
several ways, e.g. by generating
product accessibility without
transferring ownership (Reim et
al., 2015; Barquet et al, 2011).

* Customer value can be created by
(1) reducing the initial
investment, (2) minimizing
operational costs, (3) offering a
functional guarantee or (4)
minimizing the risk over the
products lifecycle (Barquet et al,
2011), by changing the
companies and customers
responsibilities (Gelbmann and
Hammerl, 2015)

* UO-PSS BMs VP consists of:

(1) The provider retaining
product ownership, i.e.
reduced initial investment
(Tukker, 2004)

(2) The opportunity to buy
access to a product instead of
owning it (Tukker & Tischner,

2004)

(3) Functional benefit to the
customer, via shifting tasks
from the consumer to the
provider (Baines et al, 2007)

FRBM Research

*  Fashion Library VP (Pedersen &
Netter, 2015):

(1) Freedom to play and experiment
with different styles without having
to pay the full price

(2) Access to a creative playground
without the costs, risks, or burden
of ownership

(3) Access to a wider variety of apparel,
e.g. if the library offers expensive
designer pieces that the customers
couldn’t pay a full price for
The opportunity to renew one’s
wardrobe without contributing to
increasing consumption cycles.

+ Fashion Library and Netflix BM VP
(Perlacia et al., 2016): To have the
opportunity to “only rent” or “rent
and buy” the garments in the end of
the rental period, and thereby
reducing the risk from buying
unnecessary clothes

Figure 4:Value proposition features within the three reviewed PSS research levels

The distribution channels describe how a company communicates, interacts and reaches its customer
segments (Osterwalder & Pigneur, 2010). In UO-PSS BMs, it is essential to choose sales channels and prices
that are prefered over regular purchase (Tukker & Tischner, 2004). Figure 5 outlines the key distribution

channel features within the three reviewed PSS research levels.
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PSS BM Research

* In PSS BMs, it is essential to choose a
sales channel and price that is more
attractive than regular purchase
(Tukker & Tischner, 2004)

* Trained sales staff (Mont, 2004) are
important for developing trust and
expertise for the added value
creation (Kindstrém et al., 2015)

* Itisimportant to ‘sell the idea’ in
careful marketing campaigns (Tukker
& Tischner, 2004), via highlighting the
PSS advantages (Mont, 2004,)

* PSS companies need to rethink the
way through which they create
awareness (Reim et al., 2015;
Adrodegari et al., 2017), which can
lead to new types of after-sales
channels (Kindstrom and
Kowalkowski, 2014).

* Anintegrated distribution network is
essential for successful PSS delivery
(Kindstrom and Kowalkowski, 2014)

Figure 5: Distribution channel features within the three reviewed PSS research levels

* InUO-PSS BMs the rental
transactions are easier to
manage, since the provider
does not have to sell a
complex or expensive product
each time (Tischner & Verkuijl,
2002).

FRBM Research

* Fashion Library channels
findings (Pedersen & Netter,
2015; Perlacia et al., 2016):

(1) A physical location such as:
stores, showrooms or pop-up
stores.

(2) The store location is essential
for scalability

(3) The company website and
social media channels are
important marketing channels
(Perlacia & Duml, 2015).

* Fashion Netflix channel findings:
Online services such as websites
and apps become even more
important (Perlacia & Duml,
2015).

The customer relationships define the types of relationships a firm established with its customer segments

(Osterwalder & Pigneur, 2010). Due to UO-PSS BMs increased service focus, an intensified customer

interaction becomes crucial (Kindstrom, 2010). Figure 6 outlines the key customer relationship features

within the three reviewed PSS research levels.

PSS BM Research

« Improved customer interactions
are one of the critical success
factors in PSS BMs, because of the
increased service focus (Reim et
al., 2015; Kindstrém, 2010)

« Additional value through direct
and intensified customer contacts,
(Mont 2004) increases an
opportunity to develop more long-
term, instead of transactional
customer relations (Mont 2004)

* Closer customer relationships are
possible to accomplish through
increased operational links,
information exchange, legal ties
and cooperative rules
(Matthyssens & Vandenbempt,
2010)

* By collecting and analysing
customer insights, the provider
can develop a better service
offering, that matches real
customer preferences and needs
(Adrodegari et al., 2017)

Figure 6: Customer relationship features within the three reviewed PSS research levels

* In UO-PSS BMs, customer
relationships are moderately
intensive compared to PO-PSS,
which are more transactional,
and RO-PSS, which are even
more relational (Rapaccini,
2010)

* UO-PSS enables more long-term

B2B relations (Steven & Soth,
2010) which require trust
(Azarenko et al., 2009).

* In UO-PSS, the customer gets a
closer relationship to the
provider (Tukker, 2015)

FRBM Research

+ Fashion Library finding
(Pedersen & Netter,2015):
Good customer relationships
are a critical success factor to
make members feel
comfortable in their second

wardrobe, via direct dialogues
in store, and by using social
media as a tool for building
trust.

The revenue streams represent the revenue a company derives from its customer segments (Osterwalder &

Pigneur, 2010). In UO-PSS BMs, there is an opportunity to increase revenues by improving the service

provider’s responsibilities (Mont, 2000). Figure 7 outlines the revenue stream features within the three

reviewed PSS research levels.
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PSS BM Research

* InPSS BMs there is an
opportunity to raise revenue
streams by improving the
service provider’s function and
responsibilities (Mont, 2000)

Figure 7: Revenue stream features within the three reviewed PSS research levels

* In UO-PSS BMs the payment is
based on product availability

(Tukker, 2004).

FRBM Research

+ Fashion library findings (Pedersen &

Netter, 2015; Perlacia et al. 2016): The
membership fees are the main
revenue streams, but there are also
regular garment sales

+ Based on Perlacia & Duml’s (2015)

Fashion Netflix BM findings, the
existing revenue models are either
based on payment per piece, or
monthly payments to both unlimited
and limited fashion access.

The key resources define the required assets to create and deliver the firm’s offering (Osterwalder & Pigneur,

2010). In UO-PSS BMs, the provider must make considerable investments into human resources, due to the

increased service focus (Tan & McAloone, 2006), as well as in the rented items, as the company retains the

ownership (Barquet et al., 2013). Figure 8 outlines the key resource features within the three reviewed PSS

research levels.

PSS BM Research

In PSS BMs, the provider has to make
considerable investments into human
assets, because of the increased service
focus (Tan & McAloone, 2006)

+ The need for capital is high, because the
company keeps the ownership of the
rented products (Barquet et al., 2013)
Financial resources are needed for
balancing the different revenue models
(Reim et al, 2015).

+ When companies take over more
responsibilities, this also implies greater
operational and financial risks (Kindstrom
and Kowalkowski, 2014).

Intellectual resources for managing and
analysing service data from PSS are
required (Barquet et al., 2013)

Figure 8: Key resource features within the three reviewed PSS research levels

* In UO PSS BMs, there is an
essential product knowledge
requirement, since the product
is still in focus with the service
value (Baines et al., 2007).
Human resources are
especially important in UO PSS
(Tukker, 2004).

FRBM Research

Fashion Library findings (Pedersen &

Netter’s, 2015):

*  One of the main challenges is to build
a collection of clothes that attracts
the members.

* No difficulties in acquiring new
garments, which are bought or
donated from fashion retailers,
members or designers, and which
usually follow the company’s style
and philosophy

* Human resources are vital and a
scarce resource, since most libraries
are run on a voluntary basis.

The key activities define the needed actions to create and deliver a firm’s offering (Osterwalder & Pigneur,

2010). In UO-PSS BMs, the activities are mainly focused on the provider’s service responsibilities (Barquet

et al.,, 2011), which are present before, during or after the consumption phase (Gronroos, 2011; Tan &

McAloone, 2006). Figure 9 outlines the key activities features within the three reviewed PSS research levels.

PSS BM Research

* In PSS BMs, the provider focuses on
activities related to the agreed
service responsibilities, and is thus
focusing more on the customers
instead of on the physical products
(Barquet et al, 2011, 2013).

* Activities might happen before,
during or after the usage phase (Tan
& McAloone, 2006)

* PSS companies normally have a lot of
service component responsibilities
and costs, so they strive to (1)
minimize the overall lifecycle costs,
(2) find easy ways to maintain the
products, as well as (3) re-use the
different service elements (Tukker,
2004; Adrodegari et al., 2017).

* Some PSS companies might also
outsource service component
responsibilities (Dimache and Roche,
2013; Storbacka, 2011).

+ The activities are mainly
focusing on the provider’s
service responsibilities
(Barquet et al., 2011)
Service availability must be
managed (Steven & Soth,
2010).

FRBM Research

Based on Pedersen & Netter

(2015) Fashion Library findings:

* Key activities during opening
hours: organizing the

garments and the store, serve

clients, creating
communication material,

handling the rental borrowings

and returns.

Key activities when the store is

closed: making repairs,
checking member payments,
rental returns and sending
notifications to expired rental
periods.

Fashion rental activates are
human resource intensive

Figure 9: Key activity features within the three reviewed PSS research levels
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The key partners describe the composition and structure of the partner and supplier network needed to make

the BM work (Osterwalder & Pigneur, 2010). In UO-PSS BMs, the partnership network is crucial, due to the

service’s mix of needed competencies (Barquet et al., 2011), usually leading to more long-term

collaborations and information exchanges between the actors (Rapaccini, 2010) Figure 10 outlines the key

partner features within the three reviewed PSS research levels.

PSS BM Research

* The partnership network is
crucial, due to the mix of needed
competencies (Barquet et al,
2013).

* Needed competences and
resources must be identified to
build an actor network sharing
capabilities to jointly create value
(Reim et al., 2015; Mont, 2002)

* Long-term/strategic partner
relationships are needed
(Barquet et al., 2013, Kindstrom,
2010).

« Efficient ways to coordinate and
share information within the
network are crucial (Schuh et al.,
2009) to secure transparency as
well as long-term quality
(Storbacka, 2011)

* Many long-term collaborations

and high information exchange
between network actors
(Rapaccini, 2010)

* The type of partner dimension

focuses on what kind of actors
are included in the network
(Reim, 2015).

« Actors include: third party

providers delivering the rental
service (Tukker, 2004), partners
supporting reverse logistics
(Mont et al., 2006), financial
institutions, logistics companies
and start-ups (Azarenko et al.,
2009)

« Early partnerships and close

relationships are important
(Maxwell et al., 2006).

FRBM Research

* The key partners of fashion
libraries ( Pedersen & Netter,
2015) are: (1) the library
members, both as rental
consumers and as suppliers
when selling/donating clothes
(3) fashion brands and
designers selling/donating
garments, as well as (3) other
organisations helping to
spread the sharing concept.
Dry cleaning service partners
are a key partner (Perlacia et
al., 2016).

Figure 10: Key partner features within the three reviewed PSS research levels

The cost structures describe the required costs to operate the company’s service (Osterwalder & Pigneur,

2010). In UO-PSS BMs there are additional costs as diverse responsibilities are shifted to the provider

(Tukker & Tischner 2006), which requires investments in human capital (Tan & McAloone, 2006) and

product stock, as the provider keeps the assets ownership (Barquet et al., 2013). Figure 11 outlines the cost

structure features within the three reviewed PSS research levels.

PSS BM Research

+ Additional costs than in
regular retail BMs, since many
responsibilities are shifted to
the provider (Tukker, 2004).

+ Balancing the required costs

with the chosen service price

is challenging (Sundin et al,

2009).

Since the payback period is

usually longer than in regular

product sales (Barquet et al.,

2013) additional costs are

involved to balance the

payment period (Reim et al,

2015).

.

* The needed capital is high

(Tukker, 2004)

* The needed capital increases

because many costs are

shifted to the provider (Tukker
& Tischner, 2004).

FRBM Research

Fashion Library BM findings (Perlacia &

Duml’s, 2015) :

+ Fixed costs include store rental,
electricity, insurance, and
sometimes salaries (in absence of
volunteers).

The variable costs include
purchasing of fashion items, dry
cleaning and repair services as well
as shipping, when these
responsibilities are shifted to the
provider.

Fashion Netflix BM findings (Perlacia &

Duml’s, 2015) :

+ The main costs include purchasing
of fashion items, salaries, dry
cleaning, shipping services, and
website and app development.

Figure 11: Cost structure features within the three reviewed PSS research levels

While the developed UO-PSS BM canvas is suitable to analyse what FRBMs exist in the Swedish market, it

is not meant to describe how these BMs are implemented. This is the focus of the second framework layer.
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The second layer aims to develop Reim et al.’s (2015) tactics level, to be able to answer RQ2. Due to the
operational nature of the tactics, the authors adapted the framework based on significant pre-study findings,
to better suit the fashion rental context. Reim et al. (2015) identify five tactics: contracts, marketing,
network, product and service design (P&S design) and sustainability. As each of the tactics (and no
additional ones) were identified in all pre-study companies, and since differences were found only among the
tactical aspects, the authors further developed Reim et al.’s (2015) tactical aspect based on a FRBM context.
Which aspects each of the tactics consists of, and how these have been adapted to a Swedish fashion rental

context follows below.

The contract tactic describes how rights and liabilities are divided between the involved service parties, e.g.
between the PSS provider and its customers (Reim et al., 2015). According to Richter & Steven (2009), the
contract builds the foundations for implementing PSS BMs, and it is designed to (1) state the responsibilities
and terms of agreements between the involved parties, (2) determine the contract formalization and

complexity, as well as (3) assess the contract risks and incentives (Reim et al., 2015).

The responsibilities and terms of agreements define how the PSS task is delivered in all possible events
(Reim et al., 2015). Since the provider's responsibilities will be higher in UO-PSS compared to regular asset
sales, and since the product ownership is not transferred to the customer, the rights and liabilities have to be
defined very carefully (Richter et al., 2010). This becomes especially important in long-term contracts, as
balancing both parties’ interests becomes more central (Hakansson & Snehota, 1995; Reim et al., 2015). In
UO-PSS, the provider’s responsibilities are moderate, as the provider doesn’t have complete responsibility

for the task, compared to RO-PSS (Meier et al., 2010).

The formalization and complexity differ depending on the PSS provider’s responsibilities. Contract
formalization increases with the contract standardization level (i.e. no needed customization). UO-PSS
contracts are moderately formalized, as they are more standardized than RO PSS, but more customized than
PO PSS. Since formalized contracts fit to so many different cases, they also tend to be less complex (Reim et
al., 2015). The complexity increases with the provider's level of responsibility (Reim et al., 2015), the
quantity of specified regulations (Reim et al., 2015, Hékansson & Snehota, 1995) and the sold product-
service type, where a service delivery is more complex than asset sales (Richer & Steven, 2009). UO-PSS
contracts are moderately complex, since the provider keeps a medium task responsibility and includes

numerous regulations in the contract.

The contract risks and incentives are used to control possible service risks and to ensure task fulfilment,
crucial when defining compensations for the risk-bearing parties. In UO-PSS the risks are on both the PSS
provider (e.g. ensuring access) and the customers (e.g. returning in time). According to Azarenko et al.
(2009), the risk of adverse behaviour is especially high in UO-PSS because of no ownership transfer.

Therefore, it becomes even more crucial to define the usage-based compensation expenses, (Richter et al.,
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2010; Richter & Steven, 2009) as well as to have a mechanism for controlling the product condition
(Azarenko et al., 2009). This is against other researchers and the pre-study findings, which showed that
customers are more careful with products they do not own (e.g. Baumeister, 2014). The customer's risk
perception is also crucial (e.g. hygiene or product damage), not only the provider’s (Edbring et al., 2016).
Since these findings are included within the contract risks and incentives aspects, no framework adaptations

are needed.

The marketing tactic describes how PSS providers interact/communicate with their customers and use
insights to implement their BM (Reim et al., 2015). Reim et al. (2015) identify three marketing tactic
aspects: (1) communicating the service value, (2) the extent of customer interaction, (3) and the use of

customer and market insight in the service development.

A value driven communication is useful when attracting new and existing customers (Mont et al., 2006), but
it also differentiates from other competitors (Reim et al, 2015; Schuh et al., 2008). For UO-PSS it is crucial
to positively influence customers’ attitude and behavior towards ownerless consumption (Baines et al.,
2007). A clear service communication is also important for increasing transparency and reducing ambiguity

(Reim et al., 2015).

As PSS BM involves an increased service focus, customer interaction increases (Kindstrém, 2010) and trust
becomes more central (Azarenko et al., 2009). According to Reim et al. (2015) customer interaction will be
higher in UO-PSS, because the provider offers product usability (instead of regular sales). Furthermore, to

fulfil this task, a closer customer relationship is needed (Reim et al., 2015).

The increased interactions enable an increased customer and market insight data collection (e.g. service
feedback), which is essential in order to understand the customer’s needs, and useful toward service

development (Azarenko et al., 2009; Tukker, 2004).

Based on pre-study findings, one additional aspect is included: marketing channel usage. The authors argue
that the way in which the marketing channels are used is an essential tactic aspect, as it determines how the
service is communicated to the customers. According to the pre-study findings, the marketing channels were
mostly used to: inform customers about the rental service via unpaid marketing channels, inspire via social
media and spread the service via WOM and brand collaborations. This is especially interesting in a fashion
rental service context, since social media have shown to be an important marketing channel for both
informing and inspiring customers (e.g. Perlacia et al., 2016), but also since WOM has shown to be a major

reason why people engage in sharing activities (e.g. Owyang, 2014).

The network tactic deals with how PSS providers approach and manage their network to successfully
implement their BM (Reim et al., 2015). In Reim et al.’s framework (2015), three aspects of the network

tactic are identified: (1) type of partners, (2) type of relationships and (3) sharing and coordination activities.
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The first aspect, type of partners, is not included in the second layer of the framework, as the authors argue
for its fit in the strategic BM level (Barquet et al., 2013; Osterwalder & Pigneur, 2010), rather than in the

operational tactic level.

Reim et al. (2015) leave the relationship type aspect open in the case of UO-PSS, highlighting only two
tactical choices: early partnerships and close relationships (Maxwell et al., 2006). In connection to the
relationship type, PSS literature also discusses the importance of information transparency and mutual trust
(Vezzoli et al., 2015). The role of trust in defining the relationship type is recurrent also in the broader
network theory (Granovetter, 1973). Furthermore, within network theory the importance of reputational
networks (Lechner et al., 2006), connected to emerging firms’ activities to enhance the firm’s credibility, is
of relevance, given the brand centrality in the fashion industry. Lastly, it is argued that the relationship type
can also determine (1) what activities and exchanges occur between actors, (2) how mutually dependent the
partners become, but also (3) how important it becomes to balance both parties’ interests (Hakansson &

Snehota, 1995).

In the second aspect, ‘sharing and coordination activities’, Reim et al. (2015) focuses on the coordination of
the partnerships, mentioning the importance of specific platforms through which the cooperation can be
facilitated, with a focus on manufacturers (Schuh et al., 2009, 2011; Sundin et al., 2010).

No other tactical aspects within this tactic were identified in the pre-study, thus no other framework additions

were needed.

The P&S design tactic revolves around the design of products and services to satisfy customers’ needs and
implement the PSS BM successfully (Reim et al., 2015). Two main aspects impact P&S design choices:

Jfunctionality and customization (Reim et al., 2015).

The functionality aspect revolves around product and service components increasing the value of the PSS
offering once integrated. In the case of UO-PSS, the functionality aspect is deeply affected by the PSS
provider’s long-term responsibility for the product. This generates an economic incentive to extend the
product’s lifetime (Vezzoli et al., 2015), through both product and service design, benefiting both customers
and providers. Within the functionality category the key aspects are durability (Evans et al., 2007),
remanufacturing (Kuo, 2011) and availability (Reim et al., 2015).

The customization aspect refers to the adaptation of products and services to a customer’s individual needs
(Reim et al., 2015; Osterwalder & Pigneur, 2010), but considers customization in UO-PSS BMs as
infrequent (Azarenko et al., 2009) and possible only in the case of large customers (Reim et al., 2015). The
type of customization is nuanced, going from individual customization to mass customization (Osterwalder

& Pigneur, 2010).

The pre-study findings led to the addition of a fourth component in the functionality aspect: garment style, or

the visual attributes of the garment in relation to current trends. This emerged in relation to some companies’
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selection or design of pieces in a style that could overcome temporary trends and thus be attractive for the

long-term.

The sustainability tactic is defined as use of operational practices to make a PSS BM more sustainable (Reim
et al., 2015). According to Reim et al (2015), companies have three different sustainability drivers, which are
(1) legal and market conditions (Maxwell et al., 2006), e.g. a growing sustainability pressure (2) customers
sustainability favorability (Kriston et al., 2010) e.g. more environmentally friendly consumers, and (3) the
company’s economic and environmental goals (Bocken et al., 2004), e.g. novel technologies that make the
service more sustainable. According to Reim et al. (2015) the highest potential for sustainability
improvements results from either an (1) increased resource utilization, or (2) sustainability innovation,
which should be leveraged when aiming for a more sustainable PSS BM, and to avoid rebound effects
(Tukker & Tischner, 2006). The rebound effect is “an unintended side-effect that occurs when efficiency is
improved, leading to a price decline and an increase in purchasing power. In turn, this results in a higher

resource use or consumption” (Verboven & Vanherck, 2016).

An increased resource utilization is possible in UO-PSS via (1) improving resource efficiency e.g. via
recycling and reuse (Tukker & Tischner, 2006), (2) lengthening the garment lifetime e.g. via maintenance,

and (3) reducing the number of products in use, e.g. via product sharing (Reim et al., 2015).

The sustainability innovation aspect addresses how incremental or radical innovations are when aiming for a
more sustainable PSS BM (Reim et al., 2015). Sustainability innovations can improve service or product
characteristics, as well as impact the BM level (Bocken et al., 2014). In UO-PSS, innovations will mainly
focus on product maintenance, remanufacturing as well as improving durability (Reim et al., 2015) and

generally on an incremental level, since the BM seeks to intensify product use (Tukker, 2004)

Many authors argue that PSS BMs generate environmental benefits (Annarelli et al., 2016; Mont, 2002).
However, others argue that PSS BMs might even have negative effects on the environment, instead
maintaining only economic benefits (Kuo, 2011) or social improvements (Morelli, 2006). However, this
thesis does not aim to define whether the FRBMs are sustainable or not, but rather to understand what

operational choices are made to make rental services more sustainable.

No other tactical aspects within this tactic were identified in the pre-study, thus no framework adaptations

were needed.
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3.4 Synthesis and Visualisation of Theoretical Framework

A two-layer fashion rental business model and tactic framework was developed to answer the two RQs. The
framework is build on Reim et al’s (2015) three-level PSS framework, and was developed to better fit a UO-
PSS FRBM context. The framework follows a linear structure, as the first layer and RQ1 must be answered

before moving to the the second layer with RQ2 (Figure 12).

STRATEGY POSSIBLE TYPES OF BUSINESS MODELS USED TACTICS

Research RQ1: What types of fashion rental business models RQ2: How are operational tactics used to
Questions exist in the Swedish market? implement fashion rental business models?

i
Use-oriented PSS e Operational tactics used to
[ (UO-PSS) md UCFSSEMEk implement FRBMs

Figure 12: The adapted “Fashion Rental Business Model and Tactic” Framework.
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The present chapter outlines the methodological choices for the research study. First, methodological fit
(4.1), research philosophy (4.2) and research approach (4.3) are introduced, laying the foundations for the
definitions of the RQs. The research design follows (4.4), describing the methodological decisions taken to
answer the RQs. Subsequently, the authors address the data is collection and analysis (4.5). The chapter

ends with an evaluation of the study quality (4.6).

Edmondson & McManus (2007) define methodological fit as the “internal consistency among elements of a
research project”. Each component of a research study does not stand as independent, but affects the other
components, making fit between the different methodological choices crucial to guarantee the quality of a
research study (Saunders et al., 2009). In order to guarantee methodological fit, the elements of the present
research study are introduced and justified, following the structure of Saunders et al.’s research onion (2009)
(Appendix 5). This model presents several interconnected layers, going from a more abstract and general to a

more concrete and specific level of methodological decision-making.

At the foundation of the research design is the authors’ view of the nature of reality (and of organizations)
and how this reality can be investigated (Saunders et al., 2009; Bryman & Bell, 2011). For this reason, the
chosen research philosophy must be clarified, as it will shape the choice of research approach and the

following steps of the research onion (Saunders et al., 2009).

The fashion rental industry in Sweden is still at an emergent stage, and a great deal of information about
FRBMs and their implementation lays among specific individuals and professionals, with varying
perspectives on the industry, the rental business and its future. For this reason, adopting a view of reality as
subjective, rather than objective, was a natural choice. The identification of interpretivism as the chosen
research philosophy followed, due to the central role played by the understanding of the research subject’s
point of view (Saunders et al., 2009) and the notion that when exploring organizations “understanding must
be based on the experience of those who work within them” (Bryman & Bell, 2011). Furthermore, an
objective view on the nature of reality in the chosen fashion rental context would have been problematic:
objective philosophies prioritize the reduction of complexity into a set of laws and generalizations (Saunders
et al., 2009), whereas the priority of this research is to generate rich and in-depth insights on the novel field

of FRBMs.

According to Saunders et al. (2009), the level of clarity around the theory at the beginning of the research

project leads to the choice of the research approach, consisting in the general orientation adopted by the
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authors when conducting business research (Bryman & Bell, 2011). Most authors refer to two main

orientations: deductive and inductive approach (Saunders et al., 2009; Bryman & Bell, 2011).

The interpretivist philosophy chosen by the authors would traditionally suggest an inductive approach, based
on the need to generate in-depth insights (Bryman & Bell, 2011; Saunders et al., 2009) and the nascent body
of research (Edmondson & McManus, 2007; Saunders et al, 2009). However, the authors argue for an
abductive approach, motivated by the need to move back and forth between empirics and existing theory. In
particular, the authors refer to the systematic combining approach as defined by Dubois & Gadde (2002),
which has at its core the parallel and non-linear gathering of empirics and research of existing theory,
combined with the dynamic interaction between the case analysis and the theoretical framework being

developed.

The choice of systematic combining is motivated by the nascent stage of theory in FRBMs and
implementation, which however did not determine an exclusive initial focus on empirics. Rather, it led to an
initial pre-study to shape the direction of the research within the broad field of product service systems
(Dubois & Gadde, 2002). Furthermore, when a framework was built to support the analysis of the different
cases, the pre-study empirical findings guided the integration of the framework through the research of
complementary literature. Finally, the empirical findings of the main study have been instrumental to
reassess and redirect the framework (Dubois & Gadde, 2002) and ultimately define the research
contributions. While it could be argued that Dubois & Gadde (2002) defined this research approach with a
focus on individual case studies, the author found all the previously outlined pillars of the approach to fit also
in the instance of a multiple case study strategy (addressed in the following section). Furthermore, such
abductive-based methods are encouraged, due to their potential to bring value to the research and due to the

concrete lack of a strict division between deductive and inductive approach (Saunders et al., 2009).

The selected research philosophy and approach inform the two research questions:

Both research questions fit the systematic combining approach. This is due to the choice to develop the
overall study and research question through the parallel development of theoretical constructs and

investigation of the empirical context (Dubois & Gadde, 2002): the Swedish fashion rental industry.

The defined research questions inevitably touch upon the purpose of the research. This research has an
exploratory purpose, as its main goal is to improve understanding and generate insights on a field (FRBMs
and their implementation) which has so far not been explored in depth by the literature. The purpose of the
research also recalls the chosen systematic combining approach, as in exploratory research “you must be
willing to change your direction as a result of new data that appear and new insights that occur to you”

(Saunders et al., 2009).
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Having the research questions been defined, the coming section is concerned with the research design, i.e.
the design decisions made by the authors to answer the research questions. The research design section is
broken down into three aspects: (1) research strategy, (2) multiple method choices and (3) time horizon of

the design.

The research strategy selected for this thesis is the case study strategy. Yin (2009), defines a case study as
“an empirical enquiry that investigates a contemporary phenomenon in depth and within its real-life context,
especially when the boundaries between phenomenon and context are not clearly evident”. While case
studies can be also (exclusively) quantitative (Yin, 2009), the authors’ strategy focuses on a qualitative case
study design. This choice is primarily due to the better fit of a qualitative strategy in the case of the fashion
rental field, characterised by a nascent body of research (Edmondson & McManus, 2007). Furthermore,
while the general case study strategy is a good fit for the explanatory purpose of the research (Saunders et al.,
2009), a qualitative case study strategy suits well the interpretivist philosophy chosen. As a matter of fact, it
allows to gain an in-depth understanding of the motivations behind individual’s decisions and actions
(Bryman & Bell, 2011; Saunders et al., 2009), enabling the understanding the “hows” and the “whys” (Yin,

2009), crucial especially for the second research question.

In order to define further the qualitative case study strategy, a concrete unit of analysis of the case study must
be clarified, along with the subsequent information needed about the unit of analysis to answer the research
questions (Yin, 2009). In this research, the unit of analysis is the organization: the fashion rental business. Of
this unit of analysis, the authors are interested in exploring (1) the organization’s BM elements and (2) the
activities performed by the organization to implement the BMs. As shown above, while the unit of analysis is
the organization, attention is paid also to the sub-units (BM elements and implementation activities),
identified by the research questions. The presence of sub-units thus defines the case study as embedded,

rather than holistic (Yin, 2009).

The authors decided to adopt a multiple case design, rather than an individual case design. By multiple cases
it is in this instance meant that several organizations are used as case studies for this research. The choice is
justified by the need to increase the robustness of the study by analysing different fashion rental businesses,
especially when considering that no one firm during the pre-study emerged as representative of the whole
category, and could not be the object of an individual case study (Yin, 2009). The replication adopted is a
theoretical replication logic, not to be confused with a statistical logic (Yin, 2009), since the case
organizations are compared based on a set of variables, which in this thesis are defined by the theoretical
framework. This specific type of multiple case study is identified by Bryman & Bell (2011) as comparative
design. Of course, in line with the systematic combining approach (Dubois & Gadde, 2002) and the nature of
multiple case design itself (Yin, 2009), the authors entered the research prepared for potential future

modifications of the underlying theoretical framework, in case the theoretical replications resulted in
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inconsistencies. The descriptive focus of this thesis will not be on presenting each separate case study, but

rather on discussing the cross-case conclusions.

By multiple method choices Saunders et al. (2009) refer to the decision to use one or more data collection
techniques and/or analysis procedures in a research. The authors decided in favour of multiple methods, and
of a multi-method qualitative study in particular, as the data gathered are both primary and secondary data.
Primary data consists of in-depth interviews conducted with the case companies (see Appendix 6 for
interview agenda), a company partner of two of the case companies, and one expert. The secondary data
consists of coded and analysed rental contracts retrieved from the case companies or online, rich data related
to communication of the offering gathered from both online and offline sources, as well as previous case
studies on the chosen case companies, to complement and cross-check primary information. The secondary
data was particularly crucial for information on contracts, due to the high volume of technical details, not

possible to address during a regular semi-standardized interview.

Bryman (2006), encourages researchers to clarify the motivations behind multiple methods research. The
authors present triangulation as a motivation for their choice of a multi-method qualitative study (Yin, 2009;
Saunders et al., 2009). Saunders defines triangulation as the “use of two or more independent sources of data
or data collection methods to corroborate research findings within a study” (Saunders et al., 2009). The use
of both primary and secondary data makes a case for methodological triangulation (Denzin, 1970), where the

researchers adopt different sources of data.

As argued by Yin (2009), time boundaries are necessary to define the case study. Given the choice between
cross-sectional and longitudinal studies (Bryman & Bell, 2011; Saunders et al., 2009), the authors identify
the research as a cross-sectional study, as its interviews have been conducted in a short period of time, and

have also focused on a phenomenon at a specific point in time (Saunders et al., 2009).

Having defined the research design, the following section addresses the gathering and processing of the data
to answer the set research questions. To this end, the authors conducted semi-structured interviews with the
case companies, with a partner company of two case company and with one expert (see appendix 7 for
interview details). The interviews were divided between an initial pre-study and the main study. As
mentioned earlier, secondary data was also gathered from a variety of sources, to further integrate and verify

the data gathered qualitatively.

This study adopted a theoretical sampling strategy (Flick, 2009). This choice fitted the qualitative nature of

the study, as well as the need to build a representative sample based on the interviewees’ insights into
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Swedish fashion rental companies and into their related network (crucial for PSS implementation, as

observed by Barquet et al., 2013) and industry.

The interview sample consisted of 14 interviews, either face-to-face or via phone, of a duration between 30
and 90 minutes. The full list of the interview details is included in Appendix 6. The company names were
anonymized, following the requests of several companies. The interviewees were selected to include (1)
interviewees from a variety of Swedish fashion rental firms (11 of the 14 interviews) and (2) industry experts
and/or members of the fashion rental network (3 of the 14 interviews). The different interviewee positions,

together with their belonging to different companies, helped increase study credibility (Merriam, 2009).

Decisions about the final composition and limitation of the sample were not made at the outset, but as data
was collected and processed. As a matter of fact, in line with theoretical sampling “the analyst jointly
collects, codes, and analyses his data and decides what data to collect next and where to find them” (Glaser
and Strauss, 1967, as cited in Flick, 2009). Lastly, the selection of the case company sample was limited by
the fact that, based on the author’s research, only thirteen companies resulted to fit the scope of the research.
While all of these were contacted, only seven (Appendix 8) responded accepting to be included as case

companies for the study.

Semi-standardized interviews were selected as primary data collection method. The choice was motivated by
the inclusion of mostly open-ended questions in the interview guide, to enable an in-depth exploration of the
topic investigated (Flick, 2009). Furthermore, this collection method was paired with a responsive style of
interviewing (Rubin & Rubin, 2012), which granted the authors flexibility in following the interview guide.
This was crucial to (1) investigate relevant surfacing information and (2) avoid a rigid series of questions,

which may not fit the specific interviewee and obstacle an open and comfortable conversation.

The interview guide, in line with the systematic combining approach, was adapted throughout the process. In
the pre-study phase, being the goal the investigation of the industry and of potential empirical gaps, the
topics addressed were broader during the first interviews, and then started to focus around BMs and
operational tactics as the framework development evolved in parallel. In the main study phase, while the
questions were still open, but the structure was more clearly built around the investigation of the two
framework layers (for a sample interview guide, see Appendix 6). Interview customization based on

company and interviewee information gathered in advance was practiced.

An important learning during the interview process was related to the importance of establishing a personal
contact, to make the interviewee comfortable and open to share information that could be perceived as
sensitive (Saunders et al., 2009). To build this contact, general conversation to ease into the interview was
used at the beginning of the interview. Furthermore, being transparent in the purpose of the study was
essential to establish trust. This was achieved through (1) email introduction presenting the authors’ study
objective, followed by (2) informed consent before the start of the interview (Bryman & Bell, 2011), in

person or on the phone. This included also respecting the will of a few interviewees not to be recorded, or
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choosing to directly exclude recording in order not to make a particularly uncertain interviewee

uncomfortable.

All interviews were recorded and transcribed to “fransform the interesting realities into text” (Flick, 2009),
when recording was allowed or appropriate. In the few cases in which it was not, the authors supplied to this
through extensive notes, usually taken by the second interview partner, in order not to lower the quality of
the data or disrupt the interview flow. Secondary data was collected in parallel, either online or by requesting

access to it during interviews (especially in the case of contract access).

Theoretical coding (Glaser and Strauss, 1967) was the selected data coding approach for the primary data.
The approach started with open coding, where empirical data was broken down and segmented.
Subsequently, the pattern matching step allowed to effectively compare previously developed constructs
with empirical findings, by organizing data based on coding families (Flick, 2009). In this study, the theory-
driven coding families corresponded to the BM elements (first layer) and to the tactics and tactical aspects
(second layer). New coding families were instead identified at the tactical aspect level in the pre-study or at
tactical choice level in the main study. The pattern matching step was structured by setting up an excel sheet
where each column visualized a coding family and a row an interviewed company, enabling the authors to
fill each column with the appropriate key quotes. Secondary data was also added to the sheet, in order to
guarantee a more reliable and efficient comparison of patterns across interviews. The data was subsequently
analysed, by (1) identifying recurrent findings in the sheet of coded data (2) comparing the recurrent findings
against the current framework and consequently adapting it and (3) elaborating the analysis conclusion. For a

summary of the data processing flow, see Appendix 9.

In line with the systematic combining approach, the framework dimensions where measured against the

empirical findings, and resulted in an update of both framework layers.

The debate on the nature and on the evaluation of quality in qualitative research is still open (Flick, 2009).
The authors address it by discussing three different attributes of this research: consistency, credibility and

transferability.

Consistency refers to the extent to which the techniques employed can be trusted to lead to consistent results
(Lincoln & Guba, 1985, Saunders et al., 2009). Consistency was ensured by guaranteeing quality of
documentation and a structured recording of data (4.5.5), which allowed to track back the segmented
empirical data to the transcribed primary source/coded secondary source. Furthermore, the authors referred
to the concept of triangulation throughout the study. Four types of triangulation are present: (1) data, (2)

investigator, (3) theory and (4) methodological triangulation.
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Data triangulation was achieved by adopting different data sources, in terms of both interviewees occupying
different positions in different organizations and location, but also in terms of use of both primary and
secondary data, where the secondary data does not simply have a support function, but a central role,
especially for the second framework layer. Investigator triangulation was achieved by the two authors
conducting both interviews and analysis. While the framework structure is mainly revolving around Reim et
al.’s perspective (2015), the authors worked towards theory triangulation by critically assessing such view
and developing and integrating the framework with a plurality of research perspectives. Lastly,

methodological triangulation was achieved through a multi-method qualitative study (4.2.2).

Credibility refers to the extent to which research findings correspond to reality (Lincoln & Guba, 1985,
Merriam, 2009). Two methods to increase credibility, suggested by Lincoln & Guba (1985), were adopted:
(1) triangulation, (2) saturation of the data collection (Flick, 2009), to the point where similar responses were
being obtained from the interviewees (3) verification of the statements included in the empirical findings

with the interviewees, to verify their accuracy

Transferability indicates the extent to which the findings apply to other contexts, and it is often challenged in
qualitative research (Bryman & Bell, 2011). The authors took two measures to increase the study
transferability. First, as recommended by Lincoln & Guba (1985), the authors provided a rich context to their
findings (through key quotes and clear outline of the research evolution), in order to enable readers to assess
the similarity of their context with that of this research. Furthermore, the selection of interviewees across
distinct companies enabled the researcher to “lift” the framework from a specific case, in an attempt to define

the existing BM and connected tactic options in the overall Swedish market (Merriam, 2009).
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5. EMPIRICAL FINDINGS

The following chapter presents the main findings of the empirical research study conducted, organized
through the two-layer theoretical framework. The first section presents the empirical findings related to the
fashion rental firm service characteristics (5.1). The second section presents the business model elements

(5.2), and the final one (5.3) focuses on the operational tactic findings.

5.1 Fashion Rental Service Characteristcs

The empirical findings regarding the fashion rental service charactristics and business model elements (Layer
1) are based on both primary and secondary data. In order to facilitate the empirical findings readability, one
division has been made between two firm types. The first type, (1) fashion brands, consists of fashion firms
renting out their own individual brand (Company G and A). The second type, (2) middlemen, includes
service providers renting out several non-owned brands (Company B, H, C, F and J). Furthermore,
Company D is included as a key rental IT system partner for the two fashion brands. Figure 13 illustrates the

main service characteristics of the case companies.
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Figure 13: The found fashion rental service characteristics

5.2 Fashion Rental Business Model Elements

Data on each business model elements was gathered and processed. The the key findings for each element

are reported below.

5.2.1 Customer Segments

In general, a typical fashion rental customer is seen as an early adopter with different rental motivations,
which is the reason why the rental providers “are in the front-end of finding those kind of consumers who are
willing to think a little bit before the masses” (Company C). None of the companies targets a specific
customer segment. However, in the empirical analysis the authors have identified six customer segments

based on different rental motivations (Figure 14), where one customer can contemporarily belong to more
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than one segment. Three of the companies (Company C, A and G) have a broader customer base, while
Company F, J, H and B have a more specific customer segment, e.g. more environmentally conscious
customers at Company J. Although rental has traditionally been assumed to be an environmentally-friendly
consumption alternative, rental companies do not see this as a main motivation or selling point, but instead as

an ‘extra bonus’ (Company F, A, C, B).

Customer Segments Rental Motivations Key quotes

Avoid waste of money on

“Some things... doesn’t make much sense to buy them. If you know that you are

underutilized products going to wear it only once, why would you buy it then?” (Company B)

Budget
H “I have had several students who have come in and said they're going to a prom, but that they can’t pay for
conscious ) Access to affordable dresses that cost 2900kr for one night. And for them it's therefore perfect to rent!” (Company G Store
customers garments Clerk) // “Some of the designer brands are actually quite expensive to buy, so then that could be something

like... “oh | will actually just rent it for...” (Company J)

“We also have users who think this is a very nice economic way of saving money” (Company C) //
“Some people think it’s expensive to have subscription every month, but | guess it depends on how
many clothes you actually consume” (Company J)

Saving money in general

“We have those who see this as a service of... That they don’t have to do anything for themselves, it's easy for

Convenience them” (Company C) // “a service that really feels easy and also of course, they are joining something
meaningful” (Company J)

driven
customers “And also that a lot of people living in the city have quite small apartments with not so
Cluttered or limited storage much storage, and instead of having a full wardrobe of clothing that you use maybe
once a year... you can rent it and hand it back” (Company A)
“It can be this young person who recently understood that they should be more careful
Reduced environmental ) about the environment” (Company A) // “It could either be that they are conscious
. impact customers, or (...) value how they consume, that they don’t want to buy anything... that
Environmenta "Y ) they don’t really know how it was made” (Company J)
aware customers Increased sustainability “The economical part is way bigger, but the sustainability is growing. | mean, you can
debate see that in the everyday life of people that the debate about sustainability is growing,
and thereby our customers are more and more interested” (Company C)
Qua | ity Product-service quality Our clients are people who. can appreciate the quality, f:pp:ecmte the design, appreciate
o the the service that we are able to combine ” (Company B)
driven
. “I think what is common is that [we are] a brand for them... with a quite sober attitude.
Brand quality It’s not like we are the ones with the most flashy, colourful, splashy brand. We are a

little bit more... sophisticated maybe?” (Company A)

Ease of usage

gy N Nyt Ny

customers

“A great option for keeping a wardrobe up to date, enabling the customers to
temporarily own additional pieces instead of stacking up for the sake of
it.” (Company G Sustainability Report)
“Especially if they get subscription [...] they can just have it for a certain time, and then
next month they can come back and do the same thing. | think it’s also... a service that
really feels easy” (Company J)

Keeping one’s wardrobe

Variation up to date

driven

customers Repetitive variation

motivation

“They appreciate the help, like a personal stylist, it’s about the experience; if you come
here we help you find the dress” (Company F)

“Opportunity to try new styles since you can start to rent a piece instead of buying it in order to
be sure that you like to wear it.” (Company J)

Service experience

Experience
driven
customers

Style experimentation

Bape® B

CC experience “They come in and go ‘oh, | really like this concept” (Company J)

N T g Yy

Figure 14: Fashion rental firm’s customer segments and rental motivations

5.2.2 Value Propositions

The study identified four categories of customer perceived benefits (Figure 15). The economic benefits
resulted as two-fold, including (1) lower initial investment compared to purchase, and (2) access to

affordable garments, for customers previously unable to afford them.

Functional benefits refer to the positive practical consequences of the service. Convenience (relieving the
customer of a burden, however not taken over by the rental company) resulted as an important point of most
companies’ value proposition. Examples are the reduction of a customer’s closet clutter or the chance to

avoid packing sportswear for a winter holiday (Company H and C). The shifting of tasks from the customer
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to the company was also mentioned by most interviewees (e.g. the company is responsible for laundry and

repair).

Experiential benefits resulted as twofold. First is the possibility to experiment with one’s style and keep the
wardrobe updated, given the lower cost barrier and the curated garment selection. This was found for both
everyday/evening wear (Company F, J and B), and for sportswear rentals (Company A and H). The second
benefit category comes from additional services integrated in the specific rental service, increasing the
perceived experience value. Examples are customized styling experiences (Company F and B), as well as

events and activities available in the showroom (Company B).

Lastly, the customer’s perception of environmental benefits was mentioned by all companies (except for
Company J) as a secondary motivation, in reference to customers’ choice to rent in order to reduce their

environmental impact.

Benefit Categories Customer Benefits Key quotes

“You don’t have to worry about that, you can rent, you don’t have to go out and buy new
Lowered initial investment expensive garments just to go skiing one week”. (Company H) // “We talked about saving
money, and then we got people interested” (Company C)

Economic

benefits ) A “But we also have customers that are low income people, that wouldn’t be able to go
et on vacation because to buy everything... everything you need is too expensive. So for
them we are the more ec ic value." (Company C)
“[...] enabling the customers to temporarily own additional pieces instead of stacking up
for the sake of it.” (Company G Sustainability Report) // “So if they are going to do an
| Convenience outdoor activity they can order in advance and they will have everything in their rooms
Functiona when they arrive.” (Company H)
benefits Relief fro tional tasks “We have those who see this as a service of... That they don’t have to do anything for
e m operationai tas themselves, it's easy for them” (Company C) /; / who has k ledge of this stuff
takes thls problem off from your shoulders, when you are invited to some kind of
event.” (Company B, j/o
“A great option for keeping a wardrobe up to date” (Company G Sustainability Report) //
Style ::pter‘l’mem:ﬁobr;and ) “[...] enjoy the experience of being able to continually update your wardrobe, like all
updated wardro ioni ” i
Exp eriential fashionistas do” (Company J website)

benefits | d “...] you can use the store to create the whole experience around the dress rental. For example
Creative playgroun 1 can have a party where you can take all your girifriends to come to us and choose their
dresses, get a glass of champagne, get stylists as a whole package.” (Company B)

Environmental Impact 's think of inability, but it’s not the main selling point. It's an extra
Environmental P bonus” (Company F) // “more and more are also commenting about how we talk about it, that
reduction
benefits they think that it’s good for the environment as well. So that happens more and more now, but

we are still not pushing that much for that one.” (Company C)

Figure 15: Fashion rental firms’ value proposition and customer benefits

5.2.3 Distribution Channels

In terms of sales channels, all companies were found to have owned offline sales channels, the most common
being stores and showrooms. Some companies, like Company B, F, A and G, attribute particular importance
to trying on the garment in person before renting it, to guarantee the correct fit.. Company C, instead, closed
its physical store, because “1/i¢ shop took too much time and costed too much money and gave nothing in
return.”. Only three companies (Company C, F and J) currently offer the possibility to book the rental
service online. However, the two fashion brands (Company A and G), have shortly run a pilot program

(2016-2017) to introduce an online sales channel in collaboration with the rental IT system partner Company
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D. Partners like travel agencies, hotels and recreational/touristic businesses also were mentioned as important
partner-owned sales channels for Company C. Lastly, phone and email as channels for booking were
discussed by Company H and C. Some of the companies are also using each others’ sales channels, as in the
case of Company A and H. Similarly, Company G is renting out its garments both in its own stores, but also

via selling its garments to Company F.

The companies communicate their offering and reach their customers through a variety of marketing
channels. Among the owned online channels, the use of social media like Facebook, Instagram and Twitter
emerged frequently. Company websites appeared as a central communication channel and the use of email in
the form of newsletter is adopted by all companies except for Company C. Communication partners were
found to be another important channel. For instance, Company C considers hospitality and tourism
organizations among its most important marketing channels, while the collaboration between Company A
and H has also turned each partner into a valid marketing channel for the other. The stores, showrooms or
other physical locations are important owned offline marketing channels. Lastly, blog posts and articles can
be considered as another important third party (free) channel, particularly for Company F, which considers it

as a powerful means to attract new customers.

Regarding delivery channels, pick-up of the garments in store or in another physical pick up point (such as
Company C’s storage facility or Company H) is common to all the case companies. However, based on
secondary data research, this is not a must for today’s fashion rental companies, as other companies not
included in the study only offer online delivery. Only three companies (Company C, F and J) were found to
offer online delivery. Company J describes its online delivery to be important, since they

(Company J, anonymized web article).

In terms of customer relationships, everyday clothing rental providers (Company G, F and J) resulted to be
involved in moderate- to long-term relationships with their customers, especially in case of a monthly
subscription option. Company G store clerk reported how customers frequently attending rather formal
events use the service repeatedly. Instead, businesses renting less frequently used clothing (Company A, H,
B and C), were found to have rather short-term, one time relationships,

(Company H).

The depth of the relationship was found to be rather company specific. Company B reported having tighter
relationship with its customers due to its experience focus:
. On the other hand, companies like Company C believe their relationship with the

client is not particularly close:

Finally, trust emerged as an important dimension of the customer relationship. Overall, the rental industry
appeared to be characterized by fairly high levels of trust from the existing customer towards the business, in

terms of both quality of product and service. Connected to customer relationships is also the topic of
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customer data collection. While all companies gather customer contact information (e.g. name, phone
number, email, address, ID number), no company, except for Company C and B reported processing or
using the data in any particular way to develop the service. Company C observes: “we don’t need the data
about the specific person, we see it’s more general for us. Others are interested in pinpointing commercial

tools specifically [...], whereas for us is the broader masses and seeing parts of that.”.
5.2.5 Revenue Streams

All companies key revenue streams are mainly coming from the rental or subscription fees, and from regular
asset sales. One of the companies mentioned that its rental stands for 1% of the total sales turnover, but
disclosed a 5-year plan to raise the percentage (including other circular services) to a total of 10% (Company
A). The rental service enables companies to generate recurring revenue streams, /.../ because instead of
selling the jacket once and get the money for it, by renting it we can earn money ten times” (Company A).
For companies renting clothes for less frequent uses, “subscription is not relevant, since people consume
special occasion dresses so few times” (Company B) . The revenue models differ between the companies but

are normally built on the below variables (Figure 16):

Rental Type

Volume based Membership Form Rental Time Period Item vs. Product Type Additional Services
Rental :
iabl . Price per day It - Insurance, laundry,
Variable usage Price per garment =R uads em vs. product type S
based fee

Access to a limited nr. of

garments (2-8) per month Insurance. laund
Monthly or seasonal Unspecified Items HFEIEE, .
- subscription shipping or repair
Access to an unlimited nr. of

Subscription

Fixed monthly fee

garments per month

Figure 16: Fashion rental firm’s revenue model bases

5.2.6 Key Resources

All companies have identified the garments and sales locations as a key physical resource. A separate rental
assortment (instead of renting the whole garment assortment) resulted in a lower variety of garments offered
in the case of fashion brand Company A. A physical store, as well as a good location, are currently crucial
for all companies except for Company C and J, which argue: “//e don't need it maybe in the future, but we

do need the physical store at the moment”, since they strongly believe in a digital rental concept.

All companies identified their staff as a central human resource, as the product knowledge and education
about the rental logic is seen as crucial. Company F and B stress the importance of in-store styling advice
when delivering the service experience. At Company A, designers are also involved in screening the

garments fitness for rental.

The financial resources differ based on the company sizes. For the smaller firms, the limited funds are

strongly affecting the service developments speed. One of the larger companies (Company A) mentions the
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benefits from being privately owned, since

The Intellectual resources mainly revolve around two aspects: IT systems for rental ordering and brand
equity. Four of the companies are collaborating with external actors to develop digital solutions specific for
rental. For the fashion brands, the equity of a brand is an important resource to push the rental-service

forward: as explained by Company H:

The required activities to create and deliver the rental service are strongly shaped by the agreed service
responsibilities between the rental provider and the customer (Figure 17). In general, most companies report
handling most activities internally, which is possible due to the still basic nature of the service and the small

customer base.

The pre-rental stage activities (which continue throughout the service cycle) consist of garment selection or
purchase, supplier management, marketing, and IT system and website development. A common challenges

for all companies is to increase customer awareness of the rental service, as Company F point out:

. Therefore, marketing and communication becomes crucial to clear out such misunderstandings.

Key activities in the rental usage stage are to provide rental access via offline or online channels, creating
rental orders, serving clients, and ship products when online rental is offered. The client service is especially
important for companies with an experience focus, as mentioned by Company B:

. As a part of the
customer service, two of the companies (Company B and F) take into consideration the clients’ garment

desires. For example: Company B asks on its webpage:

In the post-rental stage the key activities are management of returns, garment condition checks, laundry and

repair, as well as late return or product damage fees.
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Rental Service Stage Key Activities Key quotes

“I spend a lot of time to find dresses, a lot of time. Sometimes | just see some dresses
from Instagram or from collections from designers, or just when you go for shopping”
(Company B)

) “"Yeah finding for sure, (...) and sustaining the relationship and making [it] deeper and

Choosing or buying garments
torent

Supplier management trying to involve them in our BM and making them see the benefits for them as a

company as well” (Company A)

Pre-rental

L

gy

stage :
g Marketing pretty hard on Instagram and Facebook, and there is a lot of pressure on reuse and

) “I think it has gone a bit after the ‘jungle drum’. We use social media, we are pushing
rental. But these are the only channels we use.” (Company A Store Clerk)

“Because I quickly realized when | talked to people especially investors, (...) they were all very skeptical
to the idea first. (...). That’s why | wanted to build the webpage first in order to build the feeling about
what type of dresses and designers or prices or conditions how it worked.” (Company B)

IT system and webpage
development

“The physical store is going to be the keeper for the whole thing, but if you don’t want to
come there you should be able to get it to your home. (...) But it is important to try the dress
Providing rental access so that it really fits. So we can probably have a home delivery for trying, but it's not going
to be the main thing” (Company B)

“If you want to rent it on the 14th, then I enter your name and contact info here, and that
Making rental orders you want to rent it a long weekend plus 1 day for laundry” (Company A Store Clerk)

Rental usage

stage “The store we use to build the whole experience thing, because we don't want it to be just
about the dress rental (...) and it is also different to if they were just buying something,

because you spend time with them, for example one hour with the client” (Company B)

Ry

Serving clients

“More than half of our customer base we are sending our stuff to.” (Company C) //
“people tend to be lazy and so it's good that we have a digital service where they can
actually get clothes to their home instead of coming here” (Company J)

Logistics and shipping

garment, they need to go through it and see if they should take care of it if it is

ducts conditi
products concitions broken " (Company D)

Sending to laundry or “We do a lot on our own, and then we have a partner for dry cleaning, because that

has to be done after every rental” (Company B)

Post-rental pach s
Cleanin;
stage ) i :

Sending to product maintance
or repair if needed

“We take care of minor damages, that’s the cost that we have, like smaller repairs or
maintenance as cleaning ” (Company B) // “ We need to send it to our tailor who is
specialized in functional materials” (Company A Store Clerk)

“If the dress is totally destroyed and we can’t fix it, then it's the client who pais for
it” (Company B) and ) // “If the repair is self-inflicted then you will be responsible
for the repair cost.” (Company A Store Clerk)

Handling late return or
damage fees

Taking returns, checking ) “And they need of course to return it (...), and then they determine the status of the

Figure 17: Fashion rental firm’s key activities

5.2.8 Key Partners

A wide variety of partners and partnership motivations were identified (Figure 18). For the middlemen
(Company H, C, F, J and B), clothing suppliers and customers are crucial partners to acquire garments. Two
of the companies (Company J and B) occasionally also source unutilized garments from their customer base.

‘

In the case of fashion brand Company G, the rental activity “gives the company an incentive to invest in high
quality, durable materials, to further extend the lifespan [of the garment]” (From anonymized secondary
source). Thus, manufacturers and textile suppliers become instrumental partners to achieve such goals.
Partners supporting the reverse supply chain process are another crucial group of actors, due to the ‘circular’
logistical flow in rental, while in regular sales “Once it [the garment] is sold it’s out of the system, and the
worst thing is that you get it back and you need to put it into the system again.” (Company D). Company G
and A have started a cooperation with Company D, offering a supporting IT system specific for rental.
Company C is also collaborating with an external expert to develop a new IT system to handle the rental

processes, “‘because there are no systems on the market like this” (Company C). Communication partners

were another category often mentioned by the interviewees. For instance, Company B cooperates by
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providing its dresses to photography workshops, while Company C relies on tourism and hospitality industry
partners connecting their own customers back to the rental service. Customers are mentioned by both
Company A, C, and F as another marketing partner, due to the power of their WOM activity. Lastly, co-
branding activities with either fextile suppliers or other rental businesses also support the visibility of the
brand and of its services (e.g Company A and H’s partnership). Another category of partners identified is
that of actors cooperating with the rental business to enhance and enrich the offline customer experience, as
in the case of Company B, where photographers, makeup artists and stylists contribute with their respective
competences to offer an all-round experience. All brands also mentioned collaborations with dry cleaners as

well as repair services, supporting the maintenance of the garments, as well as potential external consultants.

Reasons for Partnerships Partners Key quotes

Clothing brands “[...] it’s a cooperation and Houdini owns the garments so we give it back after the season and we will get
Acq uire Customers some new garments. So they own it and we just rent it out” (Company H) // “[...] we are dependent on them
. [clothing brands] to get our day-to-day business going.” (Company C) // “Some people come in to the store
garments Other clothing and tell that they are going to more than ten weddings per year, and that they therefore have more dresses
suppliers than Company B and that they are going to bring them here.” (Company B)

Offer garments of
higher quality and
durability

"[...] of course we need to have these designer checklists [...]. But then we added if it’s durable enough
to be used for rental. Of course we always try to make high quality, but with rental it’s another level,
even more, since it can be really used intensely.” (Company A) // “For a lot of time we have worked
with [supplier name] , the company making fleece [...] They make super good quality.” (Company A)

Manufacturers
Textile suppliers

"[...] they [supplier name] were the first ones who really could make textiles from recycled garments.
They can recycle and recycle fabrics, so they close the loop.” (Company A) // “We are working really

Man.ufacture.rs close with anoth pany called [supplier name] , they make synthetic textile, warm insulation
Textile suppliers

Increase garment
circularity

garment, [...] they make more and more recyclable fabrics and new ii ions and so on” (C

A)

Y

Support for reverse External IT companies

logisti t Independent
Ogistics managemen T -

“[...] if you are going to start doing rental of clothes, you need a supporting IT system for that.
And we want to build that for our retailers” (Company D)

Marketing and Workehop/ wensite

H H photographers,
communications Tourism/hospitality partners

towards (potential) Customers
Textile
customers Other rental suppliers

“[...] each participant in this workshop is always sharing everything on their Instagram, with links to
everyone, so that’s also marketing” (Company B) // “[...] we are working with all the hotels in [location].
So they know about us, all the people who come there and ask for something [...]” (Company C) // “if
you make them [the customers] feel happy and proud about their choice it’s likely that they will try to
sort of brag about it with their friends” (Company A) // "We can do photo-shoots that they can help to
pay since we are working together and show their fabrics [...]” (Company A)

Complement Photographers
- Makeup artists
offline Gt

“[...] there is so much around the dresses. For me it's not the dress rental itself, it’s more the whole
package” (Company B)

experience

“At one point you have to consult other people with more expertise in certain questions” (Company A)
Dry cleaners
g “Dry cleaning is not something that we are good at, or want to do, so that's outsourced of course.”
External consultants
(Company B)

Figure 18: Fashion rental firms’ key partners

5.2.9 Cost Structure

There are both fixed and variable costs to deliver a rental service. The fixed costs are predominant, and
consist of physical store or warechouse expenses, salaries, marketing, as well as IT system development
expenses. The physical store and salary expenses are pre-existing for the fashion brands, but a major cost
centers for the middlemen: for the time being, Company B founders do not take out any salaries. The

marketing expenses vary between the companies. All companies use mostly free marketing channels, but
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Company B invests more in creating marketing material (ex. photoshoots). When considering fashion
brands, the marketing activity is already in place to support the main business. However, Company A points
out how

, pointing out that additional marketing costs are expected. Company F and J also mentioned the
rental /T systems as key expense. The increased service responsibilities in fashion rental cause also some new
variable costs. Examples are purchasing or reserving garments to rent (which could have otherwise been

sold), product laundry or dry cleaning and repair, as Company A states:

The empirical findings regarding operational tactics used to implement FRBMs (Layer 2) are also based on
both primary and secondary data. The data is organized through the framework’s five tactical sets, aiming to
lay solid foundations for RQ2 analysis. The context-specific operational activities performed by the

companies within each tactical aspect are here referred to as operational tactical choices.

By combining data from received customer rental contracts, T&C (from stores and webpages), as well as
interviews, the authors have identified nine different tactical choices within contract tactic (Figure 19). The
empirical research resulted in three ‘responsibilities and terms of agreements’ operational tactic choices,
which are: (1) moderate provider responsibility (2) moderate consumer responsibility, and (3) garment lease

over ownership agreements.

The moderate service provider responsibility consists of the decision to create customer value by shifting
service responsibilities from the customer to the provider, but still leaving some of the responsibilities (e.g.
correct usage) and activities (e.g. in-store pick up) to the customer. The moderate consumer responsibilities
are based on the fact that the customer is relieved of several responsibilities, but still bears some, as shown in
Company C’s rental conditions:

. The distribution of responsibilities is not only limited to customers and
service providers, but includes also business partners, since three of the middlemen (Company J, H and C),

are leasing garments instead of purchasing from brands.

Two additional tactic aspects are moderate formalization, and complexity. Moderate formalization refers to
the decision to develop standardized and user-friendly contracts, but still including numerous contract
regulations. Given the moderate service provider responsibilities discussed above, this results in a moderate

contract complexity .

Four operational tactic choices within the contract risks and incentives aspect were identified: careful risk
assessment, inclusion of damages in the budget calculations, clear late return and damage fee agreements, as

well as insurance management. All companies do careful risk assessment and take also into calculation the
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possible damages. Agreement on what happens if the customer damages or returns the garment too late are
also seen as crucial. The companies’ insurance management tactics vary. While Company F sells “se/f-risk
elimination as an optional insurance that completely removes your costs in case of damage for 250 SEK”
(Company F webshop), Company C formally rules out this option, by specifying that the products are not
insured by the firm. Interestingly, all companies describe their customers as honest and careful in garment
usage. Company B comments: “t/ey might want to behave more responsibly exactly because it's not their

and since they know they have to bring it back”.

Contract Tactic Operational tactic choices Key quotes or contract paragraphs

Aspects “If Company A cannot provide the rental garment for the agreed period, the lessee is

entitled to a reduction in the rental fee, corresponding to the delay, or if the delay has
been essential the lessee can terminate the agreement.” (Company A contract)

“The lessee is responsible for having the knowledge required to handle the products and
staying in the environment for which the products are made.” (Company C contract)

Moderate provider
responsibilities

Responsibilities
and terms of
agreements

Moderate consumer
responsibilities

gy

“We do not buy the items, but we sell them on commission. When customers leave
their item they get a share, we sell it on commission. We want designers to be part of
the collaborative business model” (Company J)

Garment lease over
ownership

“Yes, of course, but it's a quite standard contract for renting.” (Company B)

Formalisation Moderate formalization “We want to do it as simple as possible, so we don’t have any complication, they pay and
they borrow it” (Company H)
and
complexit . “Company C is responsible for ing that the products are in working order. In case of
P Y Moderate complexity defects of the products, this must be reported to Company C as soon as possible.” (Company
C contract)

“The risks with higher potential we have totally cleared out. (...). We can manage this if it happens
one or two times, it’s okay, given that we get 20 to 50 new customers, because they would think
that that is a bit too harsh for them to sign. So we do a risk as well “ (Company C)

Careful risk assessment

“We have sort of taken that [damage] into the calculations. We need to have space in the
budget to [it] ” (Company Ai) // “No one is flawless and mistakes happen every now and
then. We take responsibility for the first two mistakes you make” (Company J)

Inclusion of damages in the
budget calculations

Risks and

incentives

g Ny Ny Nyt Nt Nyt Nt Nt N

Definition of clear late return
and damage fee agreement

) thatlom ible for the g, under the lease period. if any harm is done to the
product leased, | will be held responsible and pay Company G its retail value or the cost to equal to
repair it. If not returned on return date an extra 150 SEK/day will be charged.” (Company G contract)

ce management “Self-Risk elimination is an optional insurance that completely removes your costs in

case of damage (250.00 KR)” (Company F webpage)

Figure 19: Fashion rental firms’ contract tactic aspects and operational tactic choices

5.3.2 Marketing Tactic

The authors have identified ten different operational tactic choices within the marketing tactic (Figure 20).

Three service value communication tactic choices are access vs. experience value focus, environmental
benefits centrality, and service transparency. Five of the companies (Company G, A, H, J and C) focus on
communicating the rental services access value, while two of them (Company B andF) focus on the services
experience value. All companies communicates the rental services environmental benefit to some extent,
except Company B, which focuses exclusively on service experience. However, Company C explains: “we
tried to use the sustainability part of our communication in a larger scale when we started the company, but
we saw that people weren't interested [...] so we scaled it down and we are still not pushing that as much as

everything else”
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The tactical choices among the companies in terms of customer interactions. As three of the companies offer
a subscription services (Company F, J, and C), they will naturally have more frequent interactions due to the
repetitive service model. As Company J describes: “Especially if they get subscription [...] they can just
have it for a certain time, and then next month they can come back and do the same thing [...] ”. The needed
trust between the rental providers and customers also varies, since some of the companies describes it as
crucial, while Company F describes it as: “/7's like if vou compare to... your dentist. You get help, you know

what to get [...] .

Only three companies (Company B, J and C) use customer or market data insight in their service
development, even if all companies are collecting basic customer contact data in their rental services. The
rental IT system provider Company D mentions the data collection purpose as crucial, due to the new GDPR

rules launched in May 2018 (EU GDPR, 2018).

All companies use unpaid marketing channels to inform customers about the rental service, and social media
to both inform and inspire. Three companies (Company A, C, and F) mention their consumers’ WOM effect
as crucial for spreading the service, as described by Company C: “we are growing organically, so for us it's
the best commercial we can get”. Five of the companies use brand collaborations (Company A, H, C, J and
B) for spreading the service., while all middlemen select strong brands with a positive brand spillover on the
rental service. As Company B explains: “// we say we have Company G or Marc Jacobs in our collection,

then people would come for the dresses”

Marketing Tactic Aspects  Operational tactic choices Key quotes

Access vs. experience value
communication
Communicating )
the service value i

“It's more the experience rather than the brands that ottract them, but maybe if you recognize the
brand it is then easier to get you to rent it.” (Company F) // “We are more in the sharing economy than
the owning stuff...the interesting port is to have occess to products and services, not to own it (Company A

“C s think of inability, but it’s not the main selling point. It's an extra bonus”
(Company F) // “We believe that everyone, the producer as well as the consumer, should
be responsible in becoming part of this change by taking action” (Company J webpage)

Level of environmental
benefit focus

Renting brands a
brand eq

“ [the rental service] is still @ "learning by doing” process [..] and it 5 important to be
transparent in it” (Company G Store Clerk)

“If we say we have Company G or Marc Jacobs in our collection, then people would come
for the dresses ” (Company B)

“Especially if they get subscription [...] they can just have it for a certain time, and then
next month they can come back and do the same thing. | think it’s also... a service that
really feels easy” (Company J)

The extent of

Frequent Interaction
consumer )
interaction Trust building

The use of . “You look at what your clients do, you make conclusions and you take decisions based on that.
Consumer and market insight : . s
consumer an d [...] Dresses with sleeves, for example... people usually want something very specific
N data usage (Company B)
market insight

“Yes, they are unpaid, no we don’t have any paid channels.” (Company C) //
Unpaid marketing channels “I think that just like using Instagram for free and posting things of good content, | think
forservicainformation that can pay off better than paying for ads. But creating those pictures costs money too.”

“I think it [trust] is super important and that it will be becoming even more important just
year by year”. (Company A)

g Ny Nt Nyt N Ny

(Company B)
Mar k etin g ) “[...] And then Instagram we use mostly for inspiration. [...] And then Facebook is more
and inspiration to let people know about events, news and stuff like that” (Company B)
channel )
“I...] they [the ] are also hopefully amb lors for the whole project. If you make
usage WOM for service spread them feel happy and proud about their choice it’s likely that will try to sort of brag about it

with their friends. Like “You know what I did? | did this super smart thing: instead of buying a
new jacket | rented it for the ski trip or something” ” (Company A)
“For us it’s companies that have a lot of more financial muscles that we don’t
have, a brand that has already been there for a while, if they say they work with
us, then we get recognition and people will see us.” (Company C)

Brand collaborations fo
i quality )

Figure 20: Fashion rental firms’ marketing tactic aspects and operational tactic choices 43



The empirical study led to the identification of twelve P&S design tactic choices, divided across the four

P&S design aspects (Figure 21).

Durability resulted as a crucial aspect for all brands. Different ways of acting on durability and preserving it
were identified. For fashion brands, a way to impact durability is to act upon the design and production of
the garment, due to the intense garment usage. For instance, upon starting the rental service, Company A
added in the designer checklist. For middlemen, crucial ways to
influence durability are by selecting high quality garments (Company C, B, J, F) and by identifying high
quality supplier brands, aiming to extend the garment lifetime. Furthermore, two middlemen (Company C
and J ) actively work to indirectly influence the supplier brands’ garment durability by encouraging
improvements in the design and production process. For instance, Company J reports to the supplier brands
information about the parts of the garments wearing out faster, enabling improvements on the garment
overall durability. All companies also report paying special care to the maintenance of the garments. On a
customer level, companies report educating customers for a correct use/maintenance of the garment, but also
limiting customers’ agency by including limitations and usage conditions in the rental contract. Another
frequent alternative is relieving the customer from part of the responsibility to care for the garment, in

particular in the post-rental stage.

In terms of remanufacturing and reuse of garments, both fashion brands were found to be cooperating with
their partners (from long before the start of the rental service), such as recyclable textile suppliers, and
innovative manufacturers that would support remanufacturing. Company G, for instance, recycles the textiles
of deteriorated rental garments (Company G store clerk). Middlemen also contribute to this logic, by leasing
the garments from the supplier brands: after the rental period is terminated, the garments are returned to the
manufacturing brands. Company H and J do so for all of their garments, while Company C is making an
effort to extend this kind of cooperation to as many long-term supplier brands as possible. Lastly, second
hand selling before the rental garment is excessively deteriorated was found to be another recurrent practice

(Company C, G, F and B).

The rental service benefits from the choice of the two fashion brands to adopt (even before the rental service)
a garment style (Founder of Company G,
from anonymized secondary source) by offering a selection of garments which stays relevant for longer.
Among the middlemen, Company C is the only one which looks for a rather neutral and timeless style when

selecting the garments, while the other middlemen showed a preference for non-neutral/trendy styles.

Company C, G, A and H reported not having issues with availability (potentially due to the still limited
customer base), as well as having a high garment volume and size range. However, some companies mention
the availability of specific garments in only one size could pose a risk, in case of delayed return of garments
already booked for the next rental cycle. The issue is handled by securing availability through contractual

late return terms.
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In terms of customization, no company reported practicing product customization. However, two different
instances of service customization were identified. First, Company F and B offer personalized styling
services and support to the clients, enhancing the experience, as Company F explains: “/.../ they appreciate
the help, like a personal stylist, it’s about the experience. if you come here we help you find the dress, you
can’t have that online if you are unsure”. Mass service customization is also offered by Company F, J and
C, due to the availability of different subscription options, mainly dependent on the desired rental duration

and/or number of garments rented.

Operational Tactic Choices Key quotes

“[...] we added if it's durable enough to be used for rental. Of course we always try to
make high quality, but with rental it’s another level even more. Since it can be really used
intensely." (Company A)

Product and Service
Design Aspects

Commitment to quality
design and production

“When it comes to dresses that have pearls or something like that, it has to have very
good quality, otherwise it will just be destroyed in the renting. (...) It has to be something
that can last.” (Company B) // "[...] what we want in a deeper collaboration is for them

[supplier brands] to make clothes that are repairable [...]” (Company C).

High quality garment
selection

“We try to communicate it in a way so that they can change it [the least durable garment
components] and make it work for our comfort as well, but the whole idea is that they are
supposed to be long-lasting products.” (Company J)

Indirect influence on supplier
brands

Durability

“We have to take care, we need to wash the garments, every now and then maybe do
some repairs or hing like that.” (Company A)

Garment maintenance

Customer
education/limitation

“[...] if that’s the case that you need to do that [wash garment at home] we can
either send you some detergents and an instruction how to do it[...]” (Company C)

W VY VWV

S “1 think the risk for us is that all the clothes are always top notch. {...) We just don’t want the clients to
Relieving customer from
i e fix them. (..) I think it's a bad experience, compared to if they don't. And if they do it in the wrong way,
garment care responsibility then the g might be tly, and that's always a risk for us” (Company B)
Coope with supplier “We are working really close with another company called [supplier name] they make
and manufacturer more and more recyclable fabrics and new inventlons and so on” (Company A)

Remanufacturing ) “[...] it's a cooperation and Houdini owns the garments, so we give it back after the
season and we will get some new garments.” (Company H)
and reuse
“If we sell them before they are worn out [...] if you buy something second
Second-hand sales ) hand and you buy it for yourself you can have it longer than for us to try to
rent it out” (Company C)

“It's more like a super refined classic, as furniture’s can be. Timeless.
We are more that kind of mindset when creating good designs.” (Company A)

High garment volume and size ) “We have a lot of sets up here. [...] And we do have a store in downtown
range [location], so it's not a problem to pick hing up either ” (Company H)
Securing availability via “When you have selected the option to send back your products don't forget to post the
J S — package within 5 days. If we notice that the products haven’t reached us in time we will
charge you 300 SEK/week*” (Company J T&C)
“[...] they appreciate the help, like a personal stylist, it’s about the experience.
Individual service ) if you come here we help you find the dress, you can’t have that online if you
customization are unsure” (Company F)

“Sign up for one of our different subscriptions and pick products both from our design &

Customization
vintage assortment. When 4 weeks have passed you can choose to keep the same
Mass service customization products for another 4 weeks, swap and pick new favourites or return your products”.
(Company ] Webpage)

Figure 21: Fashion rental firms’ P&S design aspects and operational tactic choices

FUNCTIONALITY
|

Timeless design

Garment style )

Availability

45



The operational tactic choices related to the #ype of relationship aspect were found to be composed of sets of
interrelated characteristics (as illustrated in Figure 22).

The first type of operational tactic choice, establishment of high commitment relationships, is related to
knowledge intensive partnerships. Such partnerships were found to be usually long-term, deep partnerships
involving high levels of trust, information exchange and mutual shaping of action. Company A exemplifies
this when discussing its manufacturers and suppliers: a long-term commitment and high trust is necessary in
order to request investment in the partnership (e.g. R&D). Company D is another partner belonging to this
category, and when discussing the relationship with Company G and A, it observes how the partnership is
tight and revolves around open co-creation to develop a suitable rental IT system. High commitment
relationships were found also among middlemen. Company H, C and J display high commitment
relationships with their supplier brands. Furthermore, both Company C and J indirectly stimulate change in
the garment manufacturing, one by actively encouraging partner brands to invest in garment durability, the
other by communicating durability information on specific garments, enabling improvement. Interestingly,
information exchange in high commitment relationships is variable. For instance, while Company A has an
open information flow with Company H and D, information from the supplier/manufacturer’s side is often
not so easily reachable. However, despite lower transparency, these relationships are seen as long-term

investments, with transparency as ultimate goal.

Moderate commitment relationships make up the second tactic choice type, and are not as knowledge
intensive, but still indispensable and not easily replaceable for the rental service. While being still long-term
relationships and involving high trust, their depth is considerably lower, as well as the level of critical

information exchanged, the latter found among one of Company C’s partners:

(Company C). Furthermore, the steering of the partner’s course of action is no longer a
crucial aspect of the relationship. Other examples are Company J’s long-term partnership with a specific
environmentally certified laundry service and Company F's partnership with its supplier brands. The variable

nature of information transparency on the supplier side emerges again also in this category.

Last is the tactic choice of low commitment relationships, related to not knowledge intensive, easily
replaceable partnerships. These partners do not require high information exchange, deep relationships or
strong levels of trust, nor need necessarily be kept as long-term partners. An example of this third network
tactic can be found in the case of dry cleaning services (for the greater majority of the companies

interviewed).

The empirical research did not yield any particular result for coordination activities facilitated by digital
means, except for the project under development between Company D and its clients Company G and A,
with the goal of the development of a rental “supporting IT system” (Company D). While this solution would
imply better tracking of the garment across different partners (e.g. dry cleaners), the solution is currently
under redevelopment, and its implications on partner coordination have therefore not been explored further.
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Network
Tactic Aspects  Operational tactic choices Key quotes

High commitment relationships

“It's like super long, crazy long, in this business [...] most of our suppliers we have had for 10-15
years. ” (Company A) // "[..] as long as it works as we want, all partnerships we go into are really
long term, because we want to do... we have a few partners, but when we do something we do it
for real”. (Company H) // “Ithink it is really important that they trust us, because we demand
) quite a lot from them, we ask them to do changes or maybe changes in their energy supply or we

Long-term relationship

High relationship depth

High trust

Intense information exchange

need them to invest their time and money in R&D with us, and they would never be able to do it if
they couldn’t trust that we wouldn’t stay there year by year. “ (Company A) // “What we did was a

Shaping of partner’s actions co-creation kind of a thing. With Company G, that was the first beta tested customer, we did the
Variable transparency MVP [...]" (Company D) // “We try to communicate it in @ way so that they can change it [the least
durable garment components] and make it work for our comfort as well“ (Company J)” // “It's
(N1 harder to know if they [supplier brands] want to discuss everything, because usually they only want
& to talk about the good stuff” (Company C)
- “Yeah, some of them we have partnership agreements with, some we are just...
& Long-term relationship They know about us and they think'we have a great sen'/ice”and nothing more than
T Low relationship depth that. But some we have signed agreements with.” (Company C)
(7,) High trust “With the hotel we usually don’t look at the specific guest, we see more like okay,
2 Medium/low information exchange you are a guest coming from abroad, that is one key category for us” (Company C)
9 No ?haping of partner’s actions “We work with a laundry service [...] Yeah, we have worked with them for quite
[ Variable transparency some time. It’s a social enterprise and they do also have an environmental
< certification” (Company J)
o |
wi Low commitment relationships
oc
Short-term relationship
Low relationship depth “And then sometimes we get suggestions from photographers who want to
Low trust ) do some photos for themselves, as portfolios for their marketing, and then
Low information exchange they suggest that we contribute with the dresses. And then we have done
No shaping of partner’s actions some workshops this spring with different photographers.” (Company B)

Low transparency

Figure 22: Fashion rental firms network tactic aspect and operational tactic choices

5.3.5 Sustainability Tactic

The authors have identified seven different operational tactic choices within the sustainability tactic (Figure
23). All companies are mentioning having some type of sustainability purpose, but some of the companies
take it much further than others. When it comes to choices to increase resource utilization, all companies are
indirectly doing this via renting out garments instead of just selling them, as described by Company B: i/
vou use a dress five times, instead of just once, you have then used less resources”. Three of the companies
(Company C, J and H) have implemented take-back agreements, which lead to a higher garment recycling
efficiency. One of the companies (Company G) was found to have a slightly lower product utilization, since
it does not rent out its garments more than once, but moves them instead in a separate corner at 50% off, or
to its second hand boutique. Finally, one of the companies is making its service more sustainable via
choosing “sustainable boxes for the shipment of the clothes to the customers” (Company F), while four
companies (Company G, A J and C) are also working with more incremental sustainability innovations,
related to the garments product maintenance and durability. Two of the companies (Company G and A) take

a more radical innovation approach, by working with recyclable textiles.
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Sustainability Tactic Operational tactic choices Key quotes
Aspects

season and we will get some new garments.” (Company H)

o\ “Yeah, it’s a cooperation and Houdini owns the garments so we give it back after the
Improved resource efficiency

Increased
Resource
Utilization

. “We try to communicate it in a way so that they can change it [the least durable garment
Lengthen e t.he garments components] and make it work for our comfort as well, but the whole idea is that they
lifetime are supposed to be long-lasting products.” (Company J)

Reducing the numbers of “if you use a dress five times, instead of just once, you have then used less
products in use resources” (Company B)

Service component “We use sustainable boxes for the shipment of the clothes to the customers”
innovation (Company, F)

Improving the garments “We have a collaboration with [partner company] where we use the washing machine
product maintance that is more environmentally friendly” (Company J)

Sustainability

Innovation Improving the garments
product durability via

economic motivation

“We give them [the supplier brands] an incitement to make more durable clothes that last
longer, so that they also can make more money of that” (Company C)

Recyclable textiles garments. They can recycle and recycle fabrics, so they close the loop.” (Company A)

) "[...] they [supplier name] were the first ones who really could make textiles from recycled

Figure 23: Fashion rental firms’ sustainability tactic aspects and operational tactic choices
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6. ANALYSIS

This thesis aims to define the existing fashion rental BMs in the Swedish market, and to understand what
operational tactics are used across them to implement the PSS. To fulfil this purpose, this chapter analyses
the empirical findings through the theoretical framework presented in chapter 3, by following the below
structure (Figure 24):

Fashion Rental Business Models
.1 Review and Adjustment of Layer 1 of the Framework
.2 Three Fashion Rental Business Models

1
1
1
1.3 Conclusion and answer to RQ1

6.
6.
6.
6.

6.2 Tactics in Fashion Rental Business Model Implementation
6.2.1 Review and Adjustment of Layer 2 of the Framework

6.2.2 Used tactics to implement the three fashion rental BM types
6.2.3 Conclusion and answer to RQ2

Figure 24: Analysis structure

6.1 Fashion Rental Business Models

Based on the empirical findings, Layer 1 of the framework was adjusted to identify three separate FRBMs,

whose main features and differences are then addressed in this section.

6.1.1 Review and Adjustment of Layer 1 of the Framework

The theoretical framework first layer was applied to structure the analysis of the existing FRBMs in the
Swedish market. By developing the original PSS BM framework to a FRBM matrix (Figure 25), the authors

aim to answer RQ1:What types of fashion rental business models exist in the Swedish market?

The matrix is built on the two strongest identified variables to separate and classify the FRBMs (discussed in
6.1.3). The first variable is the provider’s market position, consisting of (1) established fashion brands i.e.

firms renting out their individual brand, and (2) middlemen, i.e. firms renting out several non-owned brands.

The second variable is the provider’s value focus, which is MARKET POSITION
ESTABLISHED FASHION BRAND MIDDLEMAN

divided into an (1) access value, with a purpose to offer

garment access instead of ownership and (2) experience

value, where the service experience becomes more central o | EECESIREEV R RR D ACCESSORiSed
g Brands Middlemen
than the garment access. These variables build the FRBM ) (Company A and G) (Company C, H and )
. . . . ]
matrix, consisting of (1) access focused fashion brands 3
o
(Company G and A), (2) access focused middlemen
=1
(Company J, C and H), (3) experience focused middlemen 3
w
(Company B and F), as well as (4) a potentially unexplored e Experience Focused
. . . = White spot Middlemen
BM type (established brands with an experience focus). Y ( |
< Company B and F,
w
The coming section will focus on highlighting the key
differences between FRBM, while a complete and detailed
overview of each BM is available in Appendix 10. Figure 25: The Fashion Rental Business Model Matrix
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The first BM type, access focused fashion brands, consists of firms renting out their individual brand as an
additional service to their regular fashion sales, via offering brand access over garment ownership (Barquet
et al., 2013; Pistoni & Songini, 2017). This BM differs from the others in customer rental motivation and
service value communication by having a stronger focus on the brand access value, instead of garments in
general. Customers unable to purchase the brand can now access it (Steven & Soth, 2010), as Company G
describes:

. Companies within this BM are currently only renting and delivering garments via
their physical stores, but an online channel is interesting for the future and under development, supporting
the BM access focus (Tukker & Tischner, 2004). The store personnel is still seen as an important resource
for the added value creation (Kindstrom et al., 2015), as they are the key interaction points to the rental

customers (Kindstrom & Kowalkowski, 2014).

The second BM type, access focused middlemen, consist of firms renting out several non-owned fashion
brands as their core business, via offering garment access over ownership (Pistoni & Songini, 2017; Barquet
et al, 2013). This BM differs from the others in customer rental motivation and service value communication
by having a stronger focus on access fo garments in general (i.e. no specific brand or experience focus). For
instance, Company C describes its customers to appreciate the service convenience (Tukker & Tischner,
2006):

. This BM type rents and delivers garments via online and offline channels, which support the BM
access focus (Tukker & Tischner, 2004). The offline channel is currently important, but it may not be in the

future, due to this BM’s main focus on convenience.

The third BM type, experience focused middlemen, consists of providers (Company B and Company F)
focusing on creating a service experience over garment access (Pistoni & Sognini, 2017). The service
experience is built by combining a fashion rental showroom (with garments from non-owned fashion brands)
with other experience services, as styling or makeup. This BM differs from the others in customer rental
motivation and service value communication by having a stronger focus on the experience value over access

to garments (Manzini & Vezzoli, 2003). Accordingly, Company B observes:

. This BM rents and delivers the service experience via well-located showrooms (Pedersen & Netter,
2015; Perlacia et al., 2016), which supports the BM’s experience over access focus, as the store becomes so
crucial (Tukker & Tischner, 2004). Since the individual customer service experience is in focus for this BM

type, an additional value is created through direct and intensified customer contacts (Mont, 2004).
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6.1.3 Conclusion and answer to RQ1:

By developing a fashion rental BM matrix, the authors have answered RQ/ by identifying three different
fashion rental business models, classified as: (1) access focused fashion brands, (2) access focused
middlemen, and (3) experience focused middlemen. The key characteristics and differences across the three
FRBMs are visualised in Figure 26.

MARKET POSITION

ESTABLISHED FASHION BRAND
ACCESS FOCUSED FASHION BRANDS

VALUE PROPOSITION: Brand access over garments and experience
CUSTOMER SEGMENTS AND RELATIONSHIPS: Brand access driven
customers, transactional relationships

DISTRIBUTION CHANNELS: Offline focus

MIDDLEMAN
ACCESS FOCUSED MIDDLEMEN

VALUE PROPOSITION: Garment access over brand and experience

CUSTOMER SEGMENTS AND RELATIONSHIPS: Garment access driven
customers, moderate relationship depth

DISTRIBUTION CHANNELS: Online and offline

[%2)
m REVENUE STREAMS: Rental revenues from owned and third parties REVENUE STREAMS: Rental revenues from owned sales channels are
o only a fraction of total turnover the main revenue streams
g KEY RESOURCES: Pre-existing sales channels (high store importance), KEY RESOURCES: Offline (moderate important) and online sales
low brand variety, store staff and designers, pre-existing brand equity channels, store/online staff, positive brand spillover from high brand
g KEY ACTIVITIES: Rental garment selection from existing sales equity garment selection
8 assortment, manufacturing and design management KEY ACTIVITIES: Garment selection and purchase, supplier brand
hrel KEY PARTNERS: Manufacturing and textile suppliers, lower variety in management, shipment
w communication partners KEY PARTNERS: Garment suppliers (brands/designers/ customers),
= COST STRUCTURE: No added fixed costs, lower variable costs varying e
&' COST STRUCTURE: Fixed: store, salaries. Variable: Garment assortment]
> EXPERIENCE FOCUSED MIDDLEMEN
VALUE PROPOSITION: Experience over garment or brand access
6 CUSTOMER SEGMENTS AND RELATIONSHIPS: Experience access
> driven customers, stronger relationships
w DISTRIBUTION CHANNELS: Offline focus, moderate online
E REVENUE STREAMS: Rental revenues from owned sales channels
o are the main revenue streams
ﬁ White spot KEY RESOURCES: Offline (high importance) and online sales

channels, store and added experience staff, positive brand
spillover from high brand equity garment selection

KEY ACTIVITIES: Garment selection and purchase, supplier brand
and service experience management, shipment

KEY PARTNERS: Garment suppliers (brands/designers/ customers),
added experience partners, varying communication partners

COST STRUCTURE: Fixed costs: showroom and salaries
Variable: Garment assortment, added experience services

Figure 26: Key characteristics and differences across the three FRBMs

The experience focused middlemen bear several similarities with the fashion library archetype by Perlacia et
al. (2016) (despite the latter being described as only offline) and with the homonymous archetype by
Pedersen & Netter (2015). However, while Perlacia et al.’s FRBM classification revolves around two key
differentiators (revenue stream types and channels), this thesis argues that the two matrix variables allow for
a more reliable classification over time. As a matter of fact, the empirical research showed several players
already considering expansions into other channels, making channel as a key for classification rather
unreliable. Furthermore, this study did not show any key differences in revenue streams across the FRMBs.
Therefore, the choice of market position (open to the potential addition of ‘non establish fashion brands’ and
other categories), and value focus (focused on what value is delivered and not how it is delivered) as

variables appears to be more fitting and reliable over time.
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6.2 Tactics in Fashion Rental Business Model Implementation

This section aims to analyse the key differences (and connections) between the tactics used across the three
business model types identified in section 6.1, in order to answer RO2: How are operational tactics used to

implement fashion rental business models?

6.2.1 Review and Adjustment of Layer 2 of the Framework

The two-layer framework was applied to structure the analysis of the used tactics, tactical aspects and

choices across the identified FRBM types.

Our empirical findings confirmed that all FRBMs make use of the five tactics (Reim et al., 2015) and thus no
additional tactics was added. According to Reim et al. (2015) the tactics “are equally important when
considering operational tactics to implement a PSS business model”. However, this empirical study
contradicts Reim’s (2015) argumentation, as

. Three of the tactics (network, P&S design and sustainability tactic) were found to be the primary
tactics for implementing the PSS BMs, while the remaining ones (contract and marketing tactics) develop as
a consequence of the three primary tactics, and are thus referred as secondary tactics (Figure 27). The
findings suggest a one-directional influence of the three primary tactics on the two secondary ones. For
instance, the selected relationship type (network tactic) affects the possible contract agreements (e.g. moving
from purchase to leasing in high commitment relationships), and co-branding opportunities (marketing
tactic). While the influence between primary and secondary level is one-directional, the tactics within each
level seems to be bi-directional. For instance, depending on the selected relationship type (network tactic), a
firm will have access to different levels of sustainability innovation (sustainability tactic), which affect the
type of relationships seeked by the service provider. For a complete overview of the connections found

between tactical levels, see Appendix 11.

PRIMARY TACTICS SECONDARY TACTICS

NETWORK TACTIC

PRODUCT AND DESIGN I
TACTIC

SUSTAINABILITY TACTIC

Figure 27: Two hierarchical levels for the five tactics
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The analysis of the key findings and its evaluation against existing research is divided between the five
tactics. In each section an outline of the tactic findings common across all BMs are outlined, followed by
more BM specific tacitcal approaches. Throughout is section, eventual connections between the tactical

aspects are highlighted.

The empirical research resulted in a lack of substantial findings regarding sharing and coordination activities
(section 5.2.4), introduced by Reim et al. (2015) as one of the two network tactic aspects. However, there
were plenty of findings relatively to the relationship type aspect, which is thus the focus of the following

section.

All three relationship type tactic choices were adopted by companies across all of the three BM types
identified. The dimensions within each tactic choice (Figure 22), are in line with previous literature, holding
that aspects such as mutual dependence and trust define the relationships type (Granovetter, 1973;
Hékansson & Snehota, 1995). For instance, high commitment relationships between PSS providers and IT
partners show how high trust leads to co-creation activities and intense information sharing (Hakansson &
Snehota, 1995). The combination of the partners’ resources results in one critical resource (rental IT system),

which further strengthens the relationship commitment (Hékansson & Snehota, 1995).

The empirical findings showed moderate commitment relationships in two main circumstances. First, in case
of high sustainability commitment of a PSS provider: this leads to the selection of long-term highly
sustainable partners even for less knowledge intensive activities (e.g. sustainable dry cleaning services).
Since scarcity is not a likely explanation for choosing medium over low commitment (all companies judge
sustainable services as not scarce), a possible explanation is that the similarity/shared values of the players
lead to stronger ties. The second circumstance is that in which repeated interactions with the partner reduce
effort in the interaction (e.g. setup of an open account at a specific dry cleaner). When such conditions are

not present, the cooperation considered was found to be low commitment.

Interestingly, connections between the relationship type aspect and aspects from other tactics were identified.
First, the choice of relationship commitment with communication partners has repercussions on both the
available marketing channels as well as the extent of customer interaction (e.g. in the cooperation between
Company C and local hotels). Second, the findings suggest that the higher the relationship commitment (1)
the lower the contract formalization and (2) the higher the co-creation of the contract among the partners.
This could be explained by the need to balance each partner’s particular interest as the relationship
commitment increases (Reim et al., 2015; Hakansson & Snehota, 1995), justifying higher contract tailoring

(Reim et al. 2015; Azarenko et al., 2009) and inclusion of all parties involved in the contract development.

Looking at access focused fashion brands, the most interesting findings are in relation to high commitment

relationships. These seem crucial in interactions with (1) manufacturers/suppliers and (2) communication
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partners. Companies in this BM category have direct influence on the upstream value chain' (unlike
middlemen), and high commitment relationships with manufacturers are instrumental to secure high trust
from them, to encourage investments in long-term R&D initiatives, which ultimately secure the production
of high quality and durable garments (P&S development tactic), and to encourage more radical sustainability
innovation (sustainability tactic). For the same reason, close relationships with innovative and quality
focused textile suppliers lay the foundations for durable garments and are crucial for knowledge exchange

and innovation fostering.

In terms of communication partners, the fashion brands were found to seek moderate-high commitment
relationships with other established brands (e.g. Company A and H’s collaboration), aiming to increase brand
association between partners, being the positive spillovers on brand equity the intangible resources at the

core of the partnership (Lechner et al., 2006).

Brand equity appears also in connection to middlemen’s network tactic. Since all middlemen analysed
(except for the special case of Company H) are lesser known to the public, a common tactical choice is to
build medium-high commitment relationships with established supplier brands, to benefit from positive
brand equity spillover (Lechner et al., 2006), enabled by communication to the customer (marketing tactic).
Furthermore, these long-term relationships with brands and designers can also help the PSS providers
renegotiate contracts (Hakansson & Snehota, 1995), going from purchasing to leasing. The study findings
showed how such renegotiation can enable middlemen to indirectly influence the upstream value chain
(manufacturing and design) controlled by the supplier brand. For example, since leasing implies a
commission-based revenue, middlemen can encourage supplier brands to act on garment durability, arguing
that this will increase the total revenue from each garment. Lower involvement, instead, is chosen for
partnerships with customers, which in some cases (Company B and J) also assume the role of garment

suppliers.

On a service delivery level, experience focused middlemen distinguish themselves due to a set of partners of
crucial importance for this specific business model: the service experience partners. In case the complete
experience requires skills that are not available internally, the preferred network tactic choice is that of high
commitment relationships, where an intense exchange of resources (skills, customer insights) between the
partners leads to a co-created intangible resource (Hakansson & Snehota, 1995): the rental experience, at the

very core of the value proposition of this specific BM type.

The empirical findings showed how all companies (regardless of their BM type) act on garment durability on
the customer level, via both transferring some responsibilities from the customer to themselves and via

educating the customer. The findings showed how the decision to transfer responsibility reflected on

In this thesis upstream value chain includes design, sourcing and procurement, manufacturing, inventory management
and distribution, while downstream value chain includes purchasing, store operations and sales, customer use and
support.
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contract responsibilities and terms of agreement, once again showcasing the identified connection between
primary and secondary tactics. At the same time, the education of the customer increases the centrality of
customer interaction (Kindstrom, 2010), since when this new consumption behavior is discussed the

customer has to act on it.

The findings showed how garment style is ultimately company specific and not tied to a specific BM.
However, the choice of customer segment (and how broad this is) was found to be associated to the garment
style, where companies offering performance wear or everyday wear for a broad variety of customers prefer
less trend-driven designs, while companies with more focused customer segments offer a more trend-driven

selection.

Within the P&S design tactic, a set of tactic choices are typical of access focused fashion brands. Being this
the only BM with more direct control over the upstream value chain, the companies belonging to this BM
type act on durability, remanufacturing as well as garment style by directly tackling the design and
manufacturing steps. Connected to this, access focused fashion brands were found to have more control over
the availability aspect, by having more control over garment volume and size range. The availability aspect

was found to be relevant across all companies, in line with Reim et al. (2015).

Unlike the first BM type, both access and experience focused middlemen depend on their garment suppliers
to secure garment availability. The findings pointed at two elements affecting the level of availability
control: (1) relationship type and (2) PSS provider size. While the size of the PSS provider (and particularly
the size of its orders) might affect the opportunity to both access partnerships or (re-)order from certain
brands or designers, due to a minimum volume required to place orders, close relationships with suppliers
and designers can facilitate the access to re-orders and restocks. Middlemen were also found to manage the
availability of their garments via including high late fees in the contract terms (which can prevent delays in

case of a few garment pieces available).

Mont et al. (2006) discusses the importance for PSS providers of take back and remanufacturing activities,
but focuses only on PSS providers which directly control manufacturing. However, it was found that,
motivated by (1) lower purchase costs and (2) sustainability goals, middlemen also make an effort to
facilitate take back and remanufacture of the garments by their suppliers. This is achieved through

middle/high commitment relationships with the suppliers and leasing agreements.

Azarenko et al. (2009) argue how, being the product owned by the PSS provider, there should be an
incentive to foster product durability. However, the empirical study found that, independently of whether the
product is owned or leased by the PSS provider, durability is also a concern for all middlemen: even if
ownership is replaced by leasing, the economic opportunity to extract more usage fees from the same piece

by increasing durability remains unaltered.

Finally, Azarenko et al., (2009) limits the possibility of customization in UO PSS to the case of large clients
(maintaining a manufacturer perspective). The empirical study findings are partially in contrast with this
conclusion. While product customization was not found in any of the cases analysed, due to the economical
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inconvenience of alterations for one individual customer, two instances of service customization were
identified. First, individual service customization was found to be a common practice for experience focused
middlemen. Personalized assistance and intense customer interactions upon store visit are crucial to deliver
the targeted rental experience. Second, mass service customization was observed in all middlemen offering
online sales (Company F, Company B and Company C), as different subscriptions and membership forms
were available to fit a range of customer preferences. Both customization choices, in turn, intensify customer

interactions, due to increased service focus (Kindstrom, 2010).

All companies display Reim et al.’s (2015) three sustainability drivers, as they are motivated to (1) reduce
the fashion industry’s environmental impact (2) offer a more sustainable consumption alternative, and (3)
reach economic and environmental company goals, as described by Company C: “We give them [the
supplier brands] an incitement to make more durable clothes that last longer, so that they also can make
more money of that”. No companies mention a possible rebound effect (Verboven & Vanherck, 2016), or the
service possible negative effect on the environment (Kuo, 2011). This might thus mean that an improved

resource utilization is taken for granted.

The tactical choices and opportunities with regard to sustainability improvements differ slightly across the
different BM types. All BMs improve resource utilization as they (1) improve the resource efficiency via
reusing garments (Reim et al., 2015), (2) lengthen the product lifetime via keeping the product ownership
and taking over garment maintenance (Pistoni & Songini, 2017), and (3) reduce the number of products in
use via an intensified product usage (Reim et al., 2015). The access focused fashion brands have also made
the choice to lease or sell clothes to other middlemen (even if it competes against their own rental service),

which also improves resource efficiency.

The level of sustainability innovation differs between the access focused fashion brands and middlemen. The
reason for this difference appears to be the company market positions. As the fashion brands directly control
their manufacturing and design, they have opportunities to innovate on a more radical, upstream level, via
improving the garments durability and recycling textiles (Reim et al., 2015). The middlemen do this
indirectly via their supplier brands, but focus mainly on more incremental product maintenance innovations,
as Company J, which started a partnership with a more environmentally friendly washing machine supplier

(Tukker, 2004)

The company sustainability level (sustainability tactic), showed also connections to other tactics, as it affects
(1) how durability is improved, e.g. via improved garment quality production for the fashion brands, or high
quality selection by the middlemen (P&S design tactic), (2) which relationship types are established, as long-
term relations are crucial in more radical sustainability innovations (network tactic), (3) the garment usage
agreements (contract tactic), and lastly (4) how central the environmental benefit becomes in the service

communication (marketing tactic).
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The empirical findings show that all companies are using rental contracts in their PSS services to define the
responsibilities and liabilities for each service party (Reim et al., 2015). All companies make a tactical
choice to keep their responsibilities moderate (Reim et al., 2015), because of their incomplete service
responsibilities (e.g. because of customers’ garment pick-up and usage responsibilities). The customer
responsibilities are also moderate, because of lower responsibilities compared to purchase, but as customers
still bear usage risk (Edbring et al., 2016). All companies use moderate formalized and complex rental
contracts, since they are very simple, but still including numerous contract regulations (H&kansson &
Snehota, 1995; Reim et al., 2015). Lastly, all companies make the tactical choice to control possible risks via
defining clear compensation agreements, even if none of them perceives an increased adverse behaviour,

against Azarenko et al.’s (2009) and Reim et al.’s (2015) argumentations.

There are three key contract tactic differences between the BM types, which are (1) contract condition

transparency, (2) cost reduction management, as well as (3) late return management.

The difference in contract condition transparency is between the access focused fashion brands and the two
remaining BMs (Reim et al., 2015). The middlemen make a tactical choice to specify in detail their rental
conditions on their webpages, which is not the case for the established fashion brands (Company A and G).
A possible explanation for this difference is that the middlemen (1) have a greater need to convince
customers about the rental services function (since they are less know and have a lower brand equity) and (2)
have a lower store traffic compared to the established fashion brands, which makes the middlemen web
pages an even more important communication channel. This constitutes also a connection between the
contract and marketing tactic, as the company’s contract transparency will affect how well the service is

communicated to the customers: a crucial activity, since rental is still an unfamiliar consumption alternative.

The access focused middlemen (Company H, J and C) use a cost reduction contract tactic, via moving from
garment purchase to leasing agreements with their garment providers, thereby balancing both parties interests

(Hakansson & Snehota, 1995; Reim et al, 2015).

Even if all companies make a tactical choice to manage potential adverse behaviour by including
compensations conditions (Reim et al., 2015), access focused fashion brands seem to have unspecified or
lower late return compensation (150 SEK/day for Company G, 400 SEK/day for Company C), compared to
the two remaining BMs. This difference might result from that fashion brands have a lower pressure to
secure availability of the rental garments (because they control the production and stock levels), and thus

have a lower need to deter the customer from returning a garment late.

All companies are using the four marketing tactical aspects, but there are differences between the BM types

in relation to (1) the #ype of value communicated, as well as (2) the extent of customer interaction.
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When it comes to communicating the service value, each of the companies focuses on changing the
consumer’s attitude towards ownerless consumption (Baines et al., 2007), which is seen as especially
important due to the unfamiliar fashion consumption alternative. Even if all companies have some level of
sustainability motivation in their rental service, none of the companies sees this as a main selling point when
attracting new and existing customers (Mont et al., 2006). While it is not a BM specific characteristic, both
access focused fashion brands studied have a radical sustainability innovation focus (sustainability tactic),
which is also shown in their service communication (marketing tactic), thus creating a connection between

the two tactics.

The access focused BMs make a tactical choice to focus on the service access value, while the experience
focused middlemen focus on the experience value, which differentiates the companies from each other
(Schuh et al., 2008). The access focused fashion brands build their value around their specific clothing brand
rather than garments in general (i.e. brand over garment access), while the access focused middlemen rather
focus on the garment access by offering several also unknown brands. Both middlemen BMs make the
tactical choice to signal a higher service value via renting and communicating high equity brands. They are
also more transparent in their service communication, which is a tactical choice to reduce the rental service

ambiguity (Reim et al., 2015).

When it comes to the tactical choices regarding customer interaction, three of the companies (Company F, J,
and C) have chosen to offer a subscription service, which increases the interaction frequency due to the
increased service focus (Kindstrom, 2010). The used tactics to build trust are to educate customers about the
new rental service, as well as being transparent about the rental services on the company webpages (Reim et

al., 2015).

Even if customer and market data collection and usage is essential in PSS service development (Azarenko et
al., 2009; Tukker, 2004), only three of the companies make the tactical choice to use their collected customer
data. This marketing tactic is also connected to the contract tactic, since the provides has to define in their
contracts what data is used for, which Company D sees as crucial due to the new GDPR rules launched in

May 2018 (EU GDPR, 2018).

Lastly, the marketing channel usage aspect appears as quite homogeneous. All firms make the tactical choice
to use unpaid marketing channels for service information, and social media for both information and
inspiration. All companies rely to some extent on their customers WOM, motivated by that it is free and with
a higher payoff compared to ads (Owyang, 2014). Brand collaborations are used to spread the service (across

all BMs) and to signal service quality by all middlemen.

The previous section offered an overview of the tactics used across the three identified FRBM types. First,
the organization of the five tactics in two hierarchical levels was addressed. The network, P&S design, and
sustainability tactic (primary level) showed one-directional influence towards the secondary level (contract

and marketing tactic), while the tactics within each level showed bidirectional influence between them. Each
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of the five tactics was then analysed, to understand which of the tactic aspects are critical for BM

implementation across the three BMs (Figure 28).

When analysing the key tactics based on the matrix variables, established fashion brands have a higher
control over upstream and downstream operations. This upstream control is a crucial advantage, given the
importance of resource efficiency and garment quality in the rental space, and is the core of several tactics
(Network, P&S design, sustainability tactic). Middlemen, meanwhile, supply to the lack of direct upstream
control by leveraging their brand supplier network to indirectly make an impact, and by strengthening their
downstream control through contract and marketing tactical choices. Customer education appeared as a
hurdle in both market positions, and is addressed via intense, two-way communication (with potentially more
impact in the case of established fashion brands). Lastly, fashion brands appear slower in adapting to the new
‘reverse logistics’ logic, while middlemen are rather proactive in the development of appropriate IT systems.
In terms of value focus, access focused companies leverage marketing tactic choices to communicate access
to the brand (fashion brand) or garments (middlemen). Through the brand supplier network and marketing
communication, middlemen also leverage the equity of the brands part of the garment selection. Experience
focused companies, instead, leverage marketing tactics to communicate the experience surrounding the rental
and build deeper two-directional interactions with their customers. Lastly, powerful network ties with
external experience partners become crucial when all the experience components cannot be achieved
internally.

Along with the analysis of the implemented tactical aspects, the authors also pointed out the found linkages
between the tactics, going beyond the initial general hierarchical classification. To facilitate the readability of

the previous analysis, the mapped linkages, organized by tactic type, are visualized in Appendix 11.

Therefore, based on the outlined findings and on the previous analysis section, the authors conclude that an
answer to was

achieved.
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VALUE FOCUS

ACCESS

EXPERIENCE

MARKET POSITION
ESTABLISHED FASHION BRAND

ACCESS FOCUSED FASHION BRANDS

NETWORK TACTIC: High commitment relationships to
suppliers and manufacturers and IT partners

P&S DESIGN TACTIC: Use upstream control to optimize
resources, by acting on garment and design and manufacture

SUSTAINABILITY TACTIC: Improving the resource utilization
and sustainability innovation on an upstream and downstream level

CONTRACT TACTIC: Moderate provider and customer
responsibilities and risk management

MARKETING TACTIC: To change the consumer’s attitude
towards ownerless consumption via communicating the brand
access value and acting as catalyst for change by using the
power of the brand

White spot

MIDDLEMAN

ACCESS FOCUSED MIDDLEMEN

NETWORK TACTIC: High commitment relationships to supplier
brands and IT partners

P&S DESIGN TACTIC: Mass service customization and indirect
influence on resource optimization through supplier brands.

SUSTAINABILITY TACTIC: Improving the resource utilization and
sustainability innovation on a downstream and indirectly upstream
level

CONTRACT TACTIC: Moderate provider and customer
responsibilities and risk management

MARKETING TACTIC: To change the consumer’s attitude towards
ownerless consumption via communicating the garment access
value and using positive brand spillover from high brand equity
garment selection

EXPERIENCE FOCUSED MIDDLEMEN

NETWORK TACTIC: High commitment relationships with
Experience partners, supplier brands and IT partners

P&S DESIGN TACTIC: Mass and individual service customization
and indirect influence on resource optimization through
supplier brands.

SUSTAINABILITY TACTIC: Improving the resource utilization and
sustainability innovation on a downstream and indirectly
upstream level

CONTRACT TACTIC: Moderate provider and customer
responsibilities and risk management

MARKETING TACTIC: To change the consumer’s attitude

towards ownerless consumption via communicating the
experience value and using positive brand spillover from high

brand equity garment selection

Figure 28: Overview of the tactics used across the three identified FRBM types
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This thesis attempted to deepen the understanding of the connections between UO PSS business models and
the operational tactics used to implement them, in the context of the Swedish fashion rental market. The
authors of this thesis built a conceptual framework which gave depth to the UO-PSS BM elements and also
allowed to explore deeper levels of PSS operational tactics (Figure 29). This resulted in a tool that was
instrumental to help clarify the connection between specific UO-PSS BM types and their respective
combination of tactics, tactical aspects and choices upon implementation of the business model. The
understanding of such connection is particularly relevant in an emerging industry like that of fashion rental,

where there are only a few established players and no clear best practices for implementation exist.

Reim et al.’s (2013, 2015) approach to PSS BM implementation is distinctive, as it connects PSS BMs (of
which three categories are identified) to operational tactics. This thesis explores the nature of this linkage,
but instead of keeping the analysis at the PSS BM level, it zooms into UO-PSS BM. By first investigating
UO-PSS sub BMs and the related tactical sets, the authors argue that the BM types found within UO-PSS
BM display a different usage of tactical sets. This opens a discussion regarding the level at which the
connection between PSS BM and tactics lays, whether at a higher level, or at a deeper one. Furthermore, the
tactical sets (Reim et al., 2015) do not appear to need additions of new tactics depending on the
implementation context, as shown in the findings. Rather, it is the combination of tactical aspects which
shifts depending on the UO-PSS BM applied. This suggests the potential fit of the framework for

investigation of various PSS contexts.

As shown in the study, the tactics do not appear as ‘isolated islands’. There appears to be several connections
between the tactical aspects: one-directional across hierarchical levels, and two-directional between tactics
on the same hierarchical level. This further supports Reim’s (2015) suggestion of a potential impact of
different joint tactics on the implementation outcome. Thus, the potential interactions and connections might

need evaluation when deciding on an optimal set of tactical aspects.

Finally, the focus of PSS BM (implementation) literature has so far been on PSS providers in direct control
of the product they offer, or on manufacturers (e.g. Barquet et al., 2013; Reim et al., 2015). The fashion
rental context of this thesis inevitably led to the identification of BMs dedicated to pure service providers,
and not only to companies in control of the manufacturing. This, in turn, brings the discussion back up to
PSS BM and implementation literature, suggesting the potential for a more inclusive exploration of PSS

adopters.
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Figure 29: The Framework results
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This chapter outlines the final conclusions for the research study. First, the theoretical (8.1) and empirical
contributions (8.2) are presented. Subsequently, the managerial implications (8.3) and research limitations

(8.4) are discussed. The chapter ends with suggestions for future research topics (8.5)

This thesis started with an interest in investigating newly emerging FRBMs in the Swedish market. The lack
of clarity concerning what actually constitutes a FRBM and how it can be implemented was soon apparent.
Moreover, within the PSS field (where FRBMs belong), the research on PSS BMs and their implementation
is still at an early stage. The core gaps addressed in this thesis concern the need for a more in-depth
understanding of (1) UO-PSS BMs and of (2) the operational tactics adopted to implement them, as well as
the need for a (3) deeper understanding of the connection between these two constructs, all within the fashion
rental context. The theoretical framework outlined in chapter 3 was employed to structure and analyse the
empirical findings from the qualitative study conducted. At the same time, the empirical findings, in
combination with the reviewed PSS literature, led to adaptations of the framework.

The analysis identified three UO-PSS BMs in the fashion rental market, based on two variables
(market position and value focus), as well as a fourth potentially unexplored BM type. Interestingly, against
previous findings which regard all operational tactics as equal (Reim et al., 2015), the analysis identified two
hierarchical levels for the five tactics, where three (primary tactics) affect the other two (secondary tactics)
unilaterally. All five tactics resulted to be used across all three business models, but the way in which they
are adopted differs at a tactical aspect and choice level. This confirms past suggestions of potential

interactions not only between BMs and tactics, but also between tactics themselves.

From a theoretical standpoint, this thesis contributes directly to the PSS BM research field.
First, the authors advance the initial work on PSS BM and related element conceptualization by Barquet et
al. (2013), by (1) integrating the PSS BM Canvas with different research perspectives and findings and (2)
developing a FRBM typology within UO-PSS BM., by conducting a qualitative multiple-case study in the
fashion rental industry, an under researched industry for the PSS BM field.

Second, the authors moved onto the exploration of the PSS BM and tactic linkages, starting from Reim et
al.’s (2015) framing of PSS BM implementation as a set of tactics connected to the BM level and potentially
between them. Consequently, this thesis contributed to fill the gap on the nature of the BM/tactic link by
suggesting (1) specific sets of tactical aspects for each of the three FRBMs found, (2) the existence of two
hierarchical tactic levels, which appear to affect the direction of the influence between tactics, and (3) the
existence of connections across tactical aspects, where one tactical choice might lead one tactic aspect to

have consequences on one or more tactical choices/aspects.
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Furthermore, this thesis contributes by investigating PSS BMs and implementation in the case of both
manufacturers and exclusively service providers, the latter being often overlooked when conceptualizing the

PSS research area (Reim et al., 2015).

Finally, this thesis also contributes to the broader BM research field. Since Osterwalder & Pigneur (2010)
define BM as “the rationale of how an organization creates, delivers and captures value”, the authors argue
that this thesis contributes to a better understanding of BMs by investigating how tactics play a role in all
these three dimensions. In short, while BMs focus on the “what”, the tactics contribute with an understanding
of the “how” (the operational side of the BM-related decisions). This also broadens Reim et al.’s (2015)
remarks that the tactical sets “determine how much value a company can create and capture through its
selected business model” (Reim et al., 2015). Lastly, the interactions between tactics, investigated in this

thesis, can then in turn affect the “how”.

The review of fashion rental studies revealed a research field at a nascent stage, lacking a thorough empirical
exploration of FRBM types, as well as of practices to implement them, gap supported by the pre-study
results. This thesis improves the understanding of FRBMs by conducting a multiple case-study of the real-
life fashion rental phenomenon in the Swedish market, by identifying three FRBM types. Furthermore, it
contributes to the understanding of practices for FRBM implementation, via in-depth investigation of the
strongly empirically driven tactical choices. Second, this thesis contributes to fill the empirical gap related to
the implementation of FRBMs. The gap was identified throughout the pre-study, as there appeared to be a
lack of clarity around BM implementation practices. Thus, by exploring in depth FRBMs, the operational
tactics adopted in the Swedish industry and the link between the two, this thesis facilitates further
establishment of FRBMs and their implementation. Finally, this thesis contribute to an empirical gap related
to the broader collaborative consumption field. Because fashion rental is on of the emerging ‘fashion
sharing” concepts within the CC trend, the authors argue to have contributed to the collaborative

consumption field by improving the understanding of one specific category of fashion sharing, FRBMs.

The study findings are applicable for several actors in the fashion rental sector: traditional fashion companies
considering to explore FRBMs, fashion entrepreneurs, IT service companies/startups developing solutions
for reverse logistics, investors and policymakers. The study yields four main conclusion of interest for
fashion companies and entrepreneurs. (1) The empirical study, and in particular the mapping of the existing
BMs, can help managers understand the current context of fashion rental in the Swedish market. (2) The
detailed profiling of the three BM types can provide managers with a tool to assess what BM best fits the
planned entry strategy, as well as what key elements (resources, partnerships, etc.) must be evaluated before
selecting such model. Furthermore, the findings showcasing the connections between BMs and tactical
aspects, and between tactical aspects themselves, (3) urge managers, once having selected the preferred BM,

to evaluate the planned implementation choices in the light of the impact that each tactical choice could have
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on the others connected. (4) Reversely, the mapping of linkages can also be a valuable support tool to
evaluate what combination of tactics is best to select to reach a certain outcome, by considering which tactics

combinations could more effectively facilitate its achievement.

Due to the specific nature of the Swedish fashion rental market, the findings are limited in their applicability.
The measures taken to increase the quality of the study are addressed in detail in section 4.6. While the
selection of the interviewees and case companies aimed to gather perspectives from as many and as varied
Swedish fashion rental companies as possible, expanding the number of companies and interviewees
included in the study would allow for deeper insights and potentially for new findings. Furthermore, being
the number of members working within fashion rental extremely limited, getting access to a variety of
viewpoints within each organization was often not possible. Lastly, given the contextual nature of the deeper
tactical layers of the framework (tactical aspects and tactical choices), as well as the overall Swedish fashion
rental market context selected, it is possible that the framework application to a broader set of case
companies or to other industries would result in additional adjustments of the framework, beyond the ones

already performed.

This study provides the foundations for several questions to be explored by future studies. First, the
developed framework would benefit from further application and assessment, by including more case
companies as well as by applying the framework to other markets, to investigate whether new potential

FRBMs and tactic, and tactical aspects/types emerge.

Secondly, the application of the framework abductive logic and the study of PSS BM implementation
through tactics adoption could be beneficial in other industries (close to the fashion industry, e.g. interior
design) experiencing an emergence of PSS services and a general lack of direction on the options available to

structure and implement the service.

Thirdly, the current study focused on a vertical study, providing a ‘snapshot’ of the current FRBMs and
connected tactics. However, while gathering the empirical data, the authors identified interesting
developments as firms evolve their BMs and potentially also their tactical approaches. For this reason, a
longitudinal study investigating the evolution through time of PSS BMs as well as of the tactics adopted
would be valuable in order to determine (a) whether the FRBM types evolve or new ones appear as the
market becomes more mature (b) how the connection between FRBMs and tactics (and between tactics

themselves) changes through time.

Lastly, as the study suggested the existence of connections between tactics, it would be beneficial to assess

further the direction, extent and nature of such connections.
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APPENDIX

APPENDIX 1: BUSINESS MODEL CANVAS (OSTERWALDER & PIGNEUR, 2010)
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APPENDIX 2: ‘FASHION NETFLIX’ MODEL VS. FASHION LIBRARY

Based on Perlacia et al (2016) and Perlacia and Duml (2015)

Fashion Netflix Model Fashion Library Model

B2C

B2C

Retailer owns fashion items, giving customers access to
the items through rental for a limited period of time
Potential to purchase item at the end of the rental period
(valid for some businesses)

Online (Websites, apps)

Offline (Physical store)

Pay per piece

Monthly membership (unlimited or limited pieces included
in membership)

Retailer owns fashion items, giving customers access to the
items through rental for a limited period of time

Potential to purchase item at the end of the rental period (valid
for some businesses)

Focus on the customer’s in-store experience

Strong customer relationships through social media presence

Offline (physical store/pop up store, showroom)

Three types of revenue from rental:
A. Point system (different points per item, different
membership have different point amounts available)
B. Homogeneous price per item system (unlimited
number of items for fixed amount)
C. Heterogenous price per item system (agreed rate per
item, depending on the type of item)
Other revenue types: sponsorships, donations, penalty fees,
events

« Shipping « Store-related costs (rent, electricity, salaries)
« Dry cleaning « Dry cleaning
« Late fees « Repair
« Insurances « Remake
« Insurance
« New items « New items

Second-hand items
Fair trade items
Vintage clothing
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APPENDIX 3: REIM ET AL. (2015) THREE-LEVEL PSS FRAMEWORK

Result-oriented

Strategy Possible Types of Business Models Tactics
-
Contracts ;:
Marketing | =
Product-oriented Product and Service Design | 5
Sustainability | s
/ =
Manufacturing
Company
aiming foran —» | Use-oriented Product and Service Design
increased
service offer

Product and Service Design
Sustainability
Networks

€ LASTTVOLLOVIL  TLASTTVOLLOVIL
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APPENDIX 4: FRAMEWORK ADAPTATIONS BASED ON PRE-STUDY FINDINGS

The authors have made three tactic aspect adaptations to the original framework developed by Reim et al

(2015). Tactical aspects are defined as the different dimensions within each tactic, used to implement the

PSS BM. The adjustments are based on significant pre-study findings, and argued as crucial for building a

framework better fitting a fashion rental context (UO-PSS BMs). While no differences were found at a

tactical level, the authors argue for adjustments on a tactical aspect level since:

1. The five tactics were shown to be used in different ways based on how the tactical aspects was applied
(Lower tactic level, closer to operations than tactics)

2. The operational tactic choices identified in the analysis of the empirical results are highly context
specific, and thus do not qualify as conceptual adaptations to the framework.

THE FRAMEWORKS
ADAPTATION LEVEL

Tactic Contract Tactic
Aspects

CONTRACT TACTIC

Operational tactic choices

The three tactic levels: Tactics, Tactical aspects, and operational tactic choices

The tactical aspect adaptations are shown below:

0 0 0 - 0 . AM 0 ‘ : A . . -le . .
TACTIC TACTICAL ASPECT ADAPTATION ADAPTATION ARGUMENT
CONTRACT N/A N/A
TACTIC
MARKETING Added tactical aspect: Marketing Channel The authors argue that the way in which the marketing channels are used is an
TACTIC Usage essential tactic aspect, as it determines how the service is communicated to the
customers.
NETWORK Removed tactical aspect: type of partners The authors argue for its fit in the strategic BM level (Barguet et al., 2013;
TACTIC Reims et al. (2015) first network aspect ‘type | Osterwalder & Pigneur, 2010), rather than in the operational tactic level (see
of partners’ is not included in the second section 3.1). The tactical aspect is instead moved to the 'key partner’ BM
layer of the framework. element.
PRODUCT AND Added tactical aspect: garment style The pre-study findings led to the addition of a fourth component in the
SERVICE DESIGN functionality aspect: garment style, or the visual attributes of the garment in
TACTIC relation to current trends. This emerged particularly in relation to some
companies’ design of pieces in a style that is not trend-driven, thus being
attractive for years to come.
SUSTAINABILITY N/A N/A
TACTIC
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APPENDIX 5: RESEARCH ONION

- ~.
™.
/ RESEARCH PHILOSOPHY: INTERPRETIVIST

RESEARCH APPROACH: ABDUCTIVE

RESEARCH CHOICE: MULTI METHOD
QUALITATIVE
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e Personal Introduction and trust building
e Thesis topic, status description, thesis purpose
e Informed consent and recording request

What are the motivations and values behind your rental service?

e What is your value proposition? Why?
e How do you deliver your value proposition?

e  What customer segments do you have? Why do you target them?
e How do you reach and serve your customers?

e What are your distribution channels? Why did you select them?
o Marketing channels
o Sales channels
o Delivery channels

e How do you use them?

e What are the key activities in your rental service? Why are these key activities?
e How do you perform these activities in practice?

e What are the key resources in your rental service? Why are these key resources?
e How do you gather and use these?

e Do you have any network partners that you collaborate with in your rental service? Which ones and
why are they your partners?
e How do you collaborate with these partners?

e How is your revenue model built?
e What are your main revenue streams? Why have these been selected?

e How does your cost structure look like? Why are costs thus distributed?
e How do you manage the costs?

e Offer to send (1) empirical finding section for preliminary check (2) completed thesis
e Request to come back to interviewee in case of further questions

e Inquire on anonymity preferences

e Thank you
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APPENDIX 7: PRE-STUDY AND MAIN STUDY INTERVIEWS

- AND A » -

ROLE AND COMPANY DATE DURATION | CHANNEL PRE/MAIN STUDY | CASE COMPANY/ OTHER

1 PR & COMMUNICATION 30/01/2018 50 MIN FACE-TO-FACE PRE-STUDY CASE COMPANY
COMPANY A

2 CO-FOUNDER 02/02/2018 60 MIN FACE-TO-FACE PRE-STUDY CASE COMPANY
COMPANY B

3 SUSTAINABILITY & SALES 06/02/2018 50 MIN PHONE PRE-STUDY CASE COMPANY
COMPANY C

4 CO-FOUNDER 14/02/2018 50 MIN PHONE PRE-STUDY KEY PARTNER
COMPANY D

5 FOUNDER 21/02/2018 40 MIN PHONE PRE-STUDY EXPERT
COMPANY E

6 MARKET 28/02/2018 50 MIN FACE-TO-FACE PRE-STUDY CASE COMPANY
COMPANY F

7 PR & COMMUNICATION 21/03/2018 50 MIN PHONE MAIN-STUDY CASE COMPANY
COMPANY A

8 CO-FOUNDER 21/03/2018 60 MIN FACE-TO-FACE MAIN-STUDY CASE COMPANY
COMPANY B

9 SUSTAINABILITY & SALES 22/03/2018 70 MIN PHONE MAIN-STUDY CASE COMPANY
COMPANY C

10 CO-FOUNDER 23/03/2018 90 MIN FACE-TO-FACE MAIN-STUDY KEY PARTNER
COMPANY D

11 STORE CLERK 23/03/2018 50 MIN FACE-TO-FACE MAIN-STUDY CASE COMPANY
COMPANY A

12 STORE CLERK 23/03/2018 30 MIN FACE-TO-FACE MAIN-STUDY CASE COMPANY
COMPANY G

13 GENERAL MANAGER 29/03/2018 45 MIN PHONE MAIN-STUDY CASE COMPANY
COMPANY H

14 PROJECT MANAGER 02/05/2018 45 MIN PHONE MAIN-STUDY CASE COMPANY
COMPANY J
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APPENDIX 8: CASE COMPANIES OVERVIEW

MARKET
POSITION

ASSIGNED
FRBM TYPE

BM ROLE

ASSIGNED
FRBM TYPE

BM ROLE

NAME OF
COMPANY

ASSIGNED
FRBM TYPE

BM ROLE

NAME OF
COMPANY

ASSIGNED
FRBM TYPE

BM ROLE

Company A

& Established fashion brand
O Middleman

dAccess focused fashion brand
OAccess focused middleman
OExperience focused middleman

gPrimary (main or only) BM
Secondary BM

Company C

0 Established fashion brand
Middleman

OAccess focused fashion brand
Access focused middleman
QExperience focused middleman

ﬁPrimary (main or only) BM
OSecondary BM

Company G

ﬁ Established fashion brand
O Middleman

ﬂ'Access focused fashion brand
OAccess focused middleman
QExperience focused middleman

grrimary (main or only) BM
Secondary BM

Company J

Established fashion brand
Middleman

OAccess focused fashion brand
Access focused middleman
QExperience focused middleman

ﬁPrimary (main or only) BM
OSecondary BM

ASSIGNED
FRBM TYPE

BM ROLE

NAME OF
COMPANY

ASSIGNED
FRBM TYPE

BM ROLE

NAME OF
COMPANY

MARKET
POSITION

ASSIGNED
FRBM TYPE

BM ROLE

Company B

Established fashion brand
Middleman

OAccess focused fashion brand
OAccess focused middleman
ﬁExperience focused middleman

éPrimary (main or only) BM
OSecondary BM

Company F

0 Established fashion brand
Middleman

OAccess focused fashion brand
OAccess focused middleman
Experience focused middleman

dPrimary (main or only) BM
QOSecondary BM

Company H

Established fashion brand
Middleman

OAccess focused fashion brand
Access focused middleman
OExperience focused middleman

%Primary (main or only) BM
Secondary BM
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APPENDIX 9: DATA PROCESSING FLOW CHART

The authors have used the following four steps in their data processing and analysis

DATA TRANSCRIPTION OF  opEN DATA DATA PATTERN DATA
COLLECTION PRIMARY DATA CODING MATCHNING ANALYSIS
* Primary data Primary data Categorization of BM Data pattern
(interviews) . coding elements (RQ1) and interpretation and
* Secondary data Secondary data operational tactic analysis

coding aspects / choices (RQ)

(Rental contracts
and company
webpages)
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APPENDIX 10: FRBM CHARACTERISTICS AND KEY DIFFERENCES (Case specific findings in blue)

Access Focused Fashion Brands

(Company A and G)

Access Focused Middlemen
(Company C, HJ)

Experience Focused Middlemen
(Company B and F)

Customer
Segments

Value
Proposition
Distribution

Channels

Customer
Relation-
ships

Revenue
Streams

Key
Resources

Key Activities

Key Partners

Cost
Structures

(1) Budget conscious consumers (2) Convenience driven consumers (3) Environmentally aware consumers (4) Quality conscious consumers
(5) Variation driven consumers, as well as (6) Experience driven consumers.

- Access over Experience driven customers
- Access to brand over garments

- Access over Experience driven customers
- Access to garments over brand

-Experience over access driven customers
-Access to garments over brand

1. Fashion access via rental

service (2) Economic benefits (3) Functional benefits (4) Experiential benefits (5) Environmental benefit

- Brand access over Experience
- One brand, varying number of designs

- Garment access over Experience
- Several brands and designs offered

- Experience over access (creative playground)
- Several brands and designs offered

(1) Sales Channels: offline and online (2)

Marketing Channels: owned online/offline and third party channels (3) Delivery Channels: in-store delivery

- High offline sales channels focus
- Low online sales channels focus (under
development) - In-store delivery

- High offline sales channels focus
- High online sales channels focus
- Online delivery and in-store delivery

- High offline sales channels focus
- Moderate online sales channels focus
- Online delivery and in-store delivery

1. Duration: Moderate/long-term

consumer data collection and processing

(everyday garments) and short-term (less frequently used garments) (2) Varying relationship depth (3) Varying

- Transactional Relationship depth

- Moderate/varying Relationship depth:

- High Relationship Depth:

(1) Asset sales and rental/subscription payme

nts the largest portion of revenue streams (2) Delay and repair fees stands for a fraction (3) Revenue model build

on: rental type, the membership form, the rental time period, the rented item, rental volume and additional added services

-Revenue streams from both owned and third
parties sales channels

- Rental revenue streams are only a fraction
compared to asset sales

- One-off rental revenues

- Revenue streams from owned sales channels

- Subscription/rental payments and regular asset sales are
the main revenue streams

- Recurring (subscription) and one-off (rental) revenues

-Revenue streams from owned sales channels

- Rental/subscription payments are the main
revenue streams

- Recurring (subscription) and one-off (rental)
revenues

(1)Physical: garment stock and store/showroom (2) Human: staff operating the store and rental service founders/developers (3) Financial: Varying financial
resources (4) Intellectual: Brand equity from own/rented garments and IT system for handling the rental orders (with different complexity levels)

- Physical resources: (1) pre-existing store
(high importance)

(2) Low brand variety and varying design
assortment

- Human resources: Designers

- Financial resources: Company funds

- Intellectual resources: Pre existing brand
equity

- Physical resources: (1) store, currently important but
maybe not in the future (2) High brand variety and high
design assortment
- Human resources: -

Financial resources: Company funds, bootstrapping or
bank loans
- Intellectual resources: Positive spill over from rented
garments brand equity

- Physical resources: (1) Showroom in a good
location and used for the service experience (2)
High brand variety and high design assortment

- Human resources: additional service experience
staff

- Financial resources: Bootstrapping or private
bank loans

- Intellectual resources: Positive spill over from
rented garments brand equity

(1) Pre-rental stage: choice/purchase of garments to rent, partner management, marketing (brand and service communication) and rental IT system/web page
development (2) Rental-usage stage: provide rental access online/offline, creating rental orders, serving clients (3) Post-rental stage: garment returns, laundry
and dry cleaning, repairs, and late return or product damage fees.

- Pre-rental stage: (1) Rental garment
selection from existing sales assortment
(designated/ non designated), (2)
management of manufacturing supplier

- Rental-usage stage: No product shipment
management

- Post-rental stage: -

- Pre-rental stage: (1) Rental garments search and
purchase (extensive assortment), (2) management of
supplier brands

- Rental-usage stage: Product shipment management

- Post-rental stage: -

- Pre-rental stage: (1) Rental garment search and
purchase (extensive assortment), (2) management
of supplier brands and additional service
experience staff management

- Rental-usage stage: Creating the service
experience, product shipment, collecting
customers garment desires, Post-rental stage: -

(1) Laundry services (2) Repair services (3) Communication partners (4) IT partners

- Manufacturing and textile suppliers
- Communication partners (low variety)

- Supplier brands and designers
- Communication partners (high variety)
- Consumers as garment stock partners

- Supplier brands and designers

- Additional service experience staff

- Communication partners (high variety)
- Consumers as garment stock partners

(1) Fixed costs: physical store/warehouse expenses, marketing, salaries (2) Variable costs: purchasing/reserving garments to rent, laundry and

repair.

- Fixed costs (1) Pre existing store, (2) Pre-
hired staff), (3) moderate marketing costs
- Variable costs: (1) garment assortment
(Low), (2) product maintenance

- Fixed costs (1) physical store (2) salaries (3) low
marketing costs

- Variable costs: (1) garment assortment (High), (2)
garment purchase cost reduction via leasing agreements
(3) product maintenance

- Fixed costs (1) showroom (2) salaries (3) varying
marketing costs

- Variable costs: (1) Garment assortment (High)
(2) product maintenance (3) experience creation
expenses
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APPENDIX 11: CONNECTIONS BETWEEN THE DIFFERENT TACTICAL ASPECTS

Tactical aspect connections, based on FRBM types. The arrows represents the connections direction, where black
arrows = all BM types, blue arrows = both middlemen BMs, red arrows = access fashion brands

Connections from the network tactic

NETWORK TACTIC
RELATIONSHIP TYPE

CONTRACT TACTIC
RESPONSINILITIES AND

AGREEMENTS
FORMALIZATION AND

COMPLEXITY
RISKS AND INCENTIVES

PRODUCT AND DESIGN TACTIC
DURABILITY

L1

REMANUFACTURING
GARMENT STYLE

AVAILABILITY MARKETING TACTIC
SERVICE VALUE

CUSTOMIZATION

COMMUNICATION
CUSTOMER INTERACTION

CUSTOMER/MARKET DATA
USAGE

SUSTAINABILITY TACTIC
MARKETING CHANNELS

RESOURCE UTILIZATION

SUSTAINABILITY INNOVATION e

Connections from the product and service design tactic

NETWORK TACTIC
RELATIONSHIP TYPE

CONTRACT TACTIC
RESPONSINILITIES AND

AGREEMENTS
FORMALIZATION AND

PRODUCT AND DESIGN TACTIC COMPLEXITY

DURABILITY RISKS AND INCENTIVES
' REMANUFACTURING

GARMENT STYLE
AVAILABILITY MARKETING TACTIC
SERVICE VALUE
CUSTOMIZATION COMMUNICATION
CUSTOMER INTERACTION
CUSTOMER/MARKET DATA

USAGE

SUSTAINABILITY TACTIC
MARKETING CHANNELS

RESOURCE UTILIZATION
SUSTAINABILITY INNOVATION
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Connections from the sustainability tactic

NETWORK TACTIC
— RELATIONSHIP TYPE

PRODUCT AND DESIGN TACTIC

REMANUFACTURING

GARMENT STYLE
AVAILABILITY -~

CUSTOMIZATION

RESOURCE UTILIZATION

SUSTAINABILITY INNOVATION

Connections between the contract and marketing tactics

CONTRACT TACTIC
IR —
AGREEMENTS
COMPLEXITY

MARKETING TACTIC
SERVICE VALUE

COMMUNICATION

CUSTOMER INTERACTION
CUSTOMER/MARKET DATA
USAGE
MARKETING CHANNELS

DURABILITY ]

SUSTAINABILITY TACTIC /

RISKS AND INCENTIVES

—

CONTRACT TACTIC
RESPONSINILITIES AND
AGREEMENTS

FORMALIZATION AND
COMPLEXITY
RISKS AND INCENTIVES

MARKETING TACTIC
SERVICE VALUE

COMMUNICATION
CUSTOMER INTERACTION

CUSTOMER/MARKET DATA
USAGE
MARKETING CHANNELS
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