The Consumer's Rent vs. Buy Decision in the Rentailer

Abstract:

In this paper, we focus on the rentailer's business model, which requires understanding and predicting the consumer's decision to rent or buy a particular movie. More specifically, our analyses focus on a particular rentailer outlet, that both manages home video rentals and (new and used) purchases. We develop models, based on different behavioral premises, of the rent vs. buy decision for the consumer and test them in and out of sample using a unique panel data set. We show they can render useful diagnostic information to the rentailer.

