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Introduction. In various durable goods markets, producers have been often accused of engaging in
planned obsolescence. This is the practice of reducing product durability or otherwise manipulating the
secondary market in order to reduce or eliminate the effect ofthe presence of the used good on the new
good market. In this literature, of all durable goods, has been often argued that the US textbook market
exhibits this feature, however recent works have questioned this finding. [ model this market in order to
generate empirical predictions and intuitions that shed light on whether and why this might happen in
this market.

Materials and methods. In this paper, we build atwo period theoretical model of the textbook market
that nests the three main theoretical frameworks of durability choice. In all models, the publisher makes
its revision decision based on the proportion of used books that remain in the market in the later periods.

We examine how the stock ofused textbooks affects the revision decision and pricing of new books for
each of'the three variants; optimal durability, quality differences, and time inconsistency. We also examine
how durability reductions and leasing affect profitability in all three variants.

Results and discussion. Comparing our results to the available empirical literature, I find that the
model that most consistently fits the data is where publishers can fully commit and used and new books
are imperfect substitutes.
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Figure 1: G E M conceptual model

Conclusions. Interfering in the secondary market may be profitable for textbook publishers. This
interference does not stem from an inability for the publisher to commit, but it is an attempt to alter the
quality/price profile ofthe textbook offering.

Acknowledgments. I am grateful to Justin Johnson and Talia bar as well as participants in seminars
at Cornell and the International Industrial Organization Conference for helpful comments and

encouragement.

References.

1. Bond, E. W. & lizuka, T. (2014) "Durable Goods Price Cycles: Theory and Evidence from the
Textbook Market." Economic Inquiry, 52(2), 518-538

2. Chevalier, J., & Goolsbee. "Are Durable Goods Consumers Forward Looking? Evidence from
College Textbooks." Quarterly Journal of Economics, 124(4),2009, 1853-84

3. lizuka, T. "An Empirical Analysis of Planned Obsolescence." Journal of Economics and

Management Strategy, 16(1),2007, 191-226.


mailto:jonathan.peterson@nu.edu.kz

