
 



 



LOOKING FOR A TOTAL RENTAL ACCOUNTING COMPUTER SYSTEM?

With some computer management systems, you never

know how well the system operates until you buy it. Not

true with the r:tracs system. We make certain that our

system works for your rental business. How? The old

fashioned way. We personally visit your business to

demonstrate how well our software operates.

TOTAL RENTAL ACCOUNTING COMPUTER SYSTEM

$225�PER MONTH *

r:tracs simplifies your cash management. You are now able
to lease/purchase a complete system for one low monthly
charge. A turnkey price provides everything needed,
including our outstanding on-going support. Make no

mistake, r:tracs offers a system with the popular features of

Installation of the r:tracs system is surprisingly simple. An other systems. We simply give you unsurpassed service

r:tracs expert with years of rental industry experience, and support.
arrives at your site and activates --------------------------------------------

Call or write r:tracs to schedule a
the r:tracs system for your busi-

� ness. You are up and running with

minimal lost time and without the
headaches of a long distance

· ON SITE INSTALLATION

YES, I want to know more about r:tracs software,
before we meet face to face.

face to face demonstration.

Contact Archie Rhines.

801 Deer Run
Round Rock, Texas 78681

(512) 255·5284

D r:tracs for single store application
D r:tracs for multiple store application
D Source Code (unlimited licensing)
D ROM Rental Office Manager (home office package)
D Computer supplies and accessories

conversion.

*Lease/purchase payment based on system for an

average sized store at 48 months with lease

factor of .0268.

FREE APRO membership with
r:tracs system purchase; subject to

APRO approval.

Name

I Address
I
I

: c� s��
I
I
I

: Zip Phone
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ON THE COVER: Furniture is, in
one dealer's words, "coming out of
the closet:' Better styles and im­

proved quality are important factors
in this product's increasingly impor­
tant position in the rent-to-own

industry. The cover feature begins on

page 8.

COVER BY:

Carrington Weems &

Design2
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ovens. They all carry the rental power of Whirlpool
appliances. The appliances customers demand.

Convenient services you can count on.

Whirlpool appliances are backed by our nationwide net­
work of authorized Tech-Care" service centers. And our

toll-free, 24-hour Cool-Line= telephone service is ready to
answer questions or help with problems.

To learn more about the full line of Whirlpool appliances
and how they can give you the advantage of customer

preference, write our National Rental Sales Manager at

Whirlpool Corporation, 2000 M63, Benton Harbor,
Michigan 49022, or call (616) 926-5143.

Choose the demand line.
And make your world a little easier. ©1988WhiripooiCorp

Build your laundry rentals from a strong base-Whirlpool quality.

Making your world a little easier.

Consumers associate Whirlpool with quality. And we

deliver with a full line of well-built, feature-packed major
appliances. Including our newest laundry products, which
offer you special rental advantages. No wonder Whirlpool
is the brand in demand.

Dependable direct drive washers save you
time and trouble.
Our direct drive system doesn't use belts or pulleys. In

fact, we've reduced serviceable parts by 20%. So there's
even less to go wrong. And less downtime means more

earning power for you. If servicing is ever needed, we

make it especially easy to do it yourself. Because internal

parts can all be reached from the front
without moving the washer.

The complete Whirlpool line is designed
to cover your rental needs.
With Whirlpool, you can choose from more than just our

direct drive washers. We offer a full line of quality washers
and dryers. And you can supplement your steady laundry
rentals with rentals of other fine Whirlpool® appliances
including refrigerators, freezers, ranges and microwave



THE DIRECTOR'S DESK
This issue of PROGRESSIVE RENTALS highlights the changes that are happen­
ing in the rent-to-own industry. An article by APRO's legal counsel Ed Winn
examines the series of events that led to Pennsylvania Gov. Robert Casey signing
a law doing away with the rent-to-own industry in his state, and recaps Pennsyl­
vania dealers' efforts to cope with that change. The cover feature is a study of
the rapid growth in the number of rent-to-own dealers adding furniture to their

inventory. This list of changes in the industry goes on and on.

APRO's mission is to keep members abreast of changes in the industry as they
occur and to provide information that will help members deal with the changes,
profiting by those changes when possible and minimizing risks resulting from

industry changes.
Recent changes in the legislative arena have caused the association to renew

efforts to get federal legislation passed that would provide an important meas­

ure of protection for the rent-to-own industry. The Pennsylvania setback empha­
sizes the need for a federal law. APRO President Mac Hennigan wrote recently
to all members asking for pledges to fund the renewed federal legislative effort.

Responses to the appeal are being received at the association headquarters.
At the state level, attempts to pass favorable rent-to-own laws have been increas­

ingly successful, but at this time, less than half of the states have passed such
laws. For the most part, dealers in those states where rent-to-own laws have been

passed are satisfied with the laws and the progress made by the industry since

passage of rent-to-own legislation. The APRO Board of Directors is currently
developing a plan to provide more assistance to state organizations. State dealer
associations in states where rent-to-own laws have been passed are being urged
by APRO to keep strong state associations intact to be prepared to deal with legis­
lative issues that are certain to arise in the future and have the potential of adversely
affecting the industry.

APRO helps members keep up with industry changes through educational
seminars that are offered at convenient locations throughout the nation. Improve­
ments and changes in the 1988 seminar schedule include reduced registration
fees, discounts for multiple registrations, new topics, and new speakers. Manuals
and educational tapes are also available to assist APRO members. Manuals and
other educational materials are constantly being updated to provide current

information.
The major educational opportunity of the year is the APRO Convention and

Trade Show, which features more than 20 seminars and a trade show with 200
booths displaying products and services available to rent-to-own dealers. The
1988 APRO Convention and Trade Show will be headquartered at Bally's in Las

Vegas, August 3-7.
An important reference source for retail dealers, financial institutions, attor­

neys, suppliers, and others associated with rent-to-own is the 1987 statistical sur­

vey of the rent-to-own industry. The survey includes valuable information on

operations, product lines, and growth projections. The survey of 170 rent-to-own

companies is being used by dealers to compare their operations with industry
averages in areas such as BOR per store, amount spent on advertising, income

per unit, inventory accounting method, product mix, and monthly deliveries.
1988 is developing into a year of widespread change for rent-to-own. What

changes can be expected? What are the industry trends? What effect will the

changes have that will uniquely affect the small dealer, the medium-size com­

pany, and the large company? These questions will be explored at the APRO rental

retreat, which will be held at Hilton Head Island, South Carolina, May 25-27.
Be there to hear projections on the future of rent-to-own.

Regardless of the nature and extent of industry changes, APRO is dedicated
to helping members prepare for the future.

-Executive Director
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FEATURE BY SUSAN K, ELLIOn

•
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Dea and suppliers

Rent-to-own dealers who are not han­

dling furniture yet are "missing the
boat;' say those who are. Dealers, man­

ufacturers, and distributors around the

country have nothing but praise for this
market segment, using such glowing
descriptions of furniture rentals as

"growing and changing-fast," "strong,
getting stronger," and "doubling every
year:'

Upgrading of quality, selection, and
fashion rank as major factors in this

growth, all contributing to increases in
rental units, and more dealers adding
furniture to their inventory. Formulas
for success were clear-cut to those ques­
tioned, and should provide an over­

view of industry attitudes helpful to

both experts in furniture rental and
novices preparing to enter the market.

Looking ahead, participants say that
the entry of former rent-to-rent furni­
ture companies such as Aaron Rents in­
to rent-to-own will have a positive over­

all impact, creating more professional­
ism and bringing RTO furniture "out of
the closet."

A Changing Image
Mike Root, vice president of furniture

sales for Furniture Sales of Mid-Amer­
ica in Omaha, sees "a 180-degree" turn

away from the industry's image of the

past as purveyors of "early Salvation

Army" merchandise.

8

•
•

The stores of dealers surveyed range
in size from 1,400 to 10,000 square feet,
in both one-store local operations and
multistate chains with up to 65 loca­
tions.

Individual dealers highlighted differ­
ent problem areas and solutions in fur­
niture rentals, but all report being
pleased with the addition of furniture
to their BOR. Alan Appel, operations
manager for the rental division of Philip
M. Bell (a Cincinnati distributor serv­

ing nine midwestern states), says,
"Everybody who has added furniture
to their mix is still in it. There is nobody
who adds furniture that discontinues
it. We have dealers who have expanded
their showrooms to accommodate more

furniture:'
Furniture as part of a dealer's total

BOR ranged from 10 to 33 percent (with
the newest dealer reporting the lowest
BOR; he expects an increase to 25 per­
cent by year's end). Living room groups
still lead in number of units rented, with

anywhere from 30 to 75 percent of the
total, followed by dining rooms and
dinettes at 10 to 20 percent and bed­
rooms generally at 25-40 percent.

The number of dealers who carry ac­

cessory items such as lamps, pillows,
and prints was about half of the total

number, although some supply them

only for executive apartment or con­

dominium rentals. Individual pieces
being offered include recliners, sofa

Upgrading of quality
selection, and fashion
rank as major factors in
this growth, all
contributing to increases
in rental units, and more
dealers adding furniture
to their inventory.

"I don't mean to be negative about the

industry, but a few years ago when peo­
ple thought of renting furniture they
expected to get something similar to a

hand-me-down from an aunt or uncle;'
says Root. "Truly, the industry has
come 180 degrees away from that and
we are seeing things offered in many
stores similar to what retailers are offer­

ing. Customers want something that's

going to last and they're looking to rent­

to-own to supply that."

Novice to Expert
Dealers surveyed for this feature have

been in furniture rentals as briefly as

five months and as long as six years.
Two of the furniture manufacturer-dis­
tributors had owned, or currently own,
both rent-to-own andrent-to-rcnt stores,
so attribute part of their market know­

ledge to this cross-over experience.

April-May 1988/PROGRESSIVE RENTALS



beds, china cabinets, microwave carts,
gourmet racks, and entertainment
centers.

Business Is Good

Most dealers describe their furniture
business as steady or growing, with the

exception of a Texas dealer and a manu­

facturer in Louisiana, where weak eco­

nomies have reversed their previous
growth patterns.

Austin, Texas, dealer Fred Viehweg of
Actiontime Rentals noted that the loss
of 20,000 blue collar jobs in his city dur­

ing 1987 (not to mention the doubling
� of rent-to-own stores there) had cut

heavily into his 50 percent furniture
BOR of past years. "We still have quite
a bit of furniture out, however, so I
wouldn't consider not having it," says
Viehweg.

Mike Herschman, vice president of
Y

Fraenkel Wholesale Furniture in Baton

Rouge, Louisiana, a manufacturer and

distributor, reports that he has seen a

definite upswing in business during the
last eight months, and predicts that the
worst is over in his area. Fraenkel has

� marketed furniture to rent-to-own

dealers for almost eight years, leading
Herschman to recommend that "all
rent-to-own dealers should carry furni­
ture.It is very profitable. The ones who
do carry furniture have come to know
that. Compared to their brown goods
and appliances, furniture is a very

� strong contributor to the profit picture:'

Gelling Into Furniture

A variety of reasons prompt dealers
to set up furniture on their showroom

� floors. Gary Ferriman of TVCO in Mar­

ion, Ohio, sums up the attitude of many
one-store dealers just entering the field.
"We just felt like we'd missed the boat

by not going into it earlier;' says Ferri­

man, "and we noticed some of our com­

petitors who had furniture seemed to
IjO! be gaining BOR because they were the

only place-in town that had furniture.
So people would go there to get furni­
ture and eventually they would end up
transferring electronics or appliance
business to those people.

"We finally decided to go ahead and
j""""

get furniture before anybody else in
town did. Now we're quite happy with
it. It's something we feel that has better

margins than electronics, and it's a lit­
tle easier to hook up than appliances."

Fraenkel's Mike Herschman sees this
..... desire to keep up with competition as

the major motivation for most small

PROGRESSIVE RENTALS!April-May 1988

ing business needs. Alan Appel of

Philip M. Bell amplifies that thought,
saying, "Furniture seems to be the best

way to increase BOR at this time. The
electronics industry is fairly flat:'

Mike Herschman describes furniture
as "a whole different animal than appli­
ances and electronics, and it really takes
a different mentality to a certain extent.

I think it's a good profit center, and a

good addition to rental stores that are

already in existence, but furniture is a

different animal. Electronics and appli­
ance rent-to-own dealers have to under­
stand that going into it:'

Pine is dead, and upholstered furniture is in as quality and style become big factors in today's market.

Adaptive Approach
Ben Nielsen, vice president and

owner of Elegance Furniture and

Manufacturing of Gardena, California,
cites one area where some new rent-to­

own furniture dealers are likely to make

buying mistakes. They get "wrong fab­
rics, fabrics that don't have wearability.
They listen to a furniture rep who is
used to selling to a retail furniture store

that just has to sell the piece once,
whereas a rental dealer has to sell it two
and three times, if it comes back. So

they get fabrics that don't clean up well.
''Another mistake new dealers make

is that they don't set themselves up to
refurbish the merchandise when it
comes back," says Nielsen. "They just
put it right back on the floor and try to

rent it in the condition it's in. They
should spend some effort cleaning and

refurbishing it. A minimal investment

9

"Customers wont
something -that's going to
lost and they're looking
to rent-to-own to supply
that,"

dealers he encounters, but contrasts
them with bigger rent-to-own compa­
nies who are looking for a new profit
category.

Herschman says bigger dealers "also
want to compete, but they're looking for
another profit center where they can

make some money, as opposed to the
smaller dealer who comes in with the
idea that, 'hey, the guy down the street

is doing it, I'm not really sure I want to,
but I have to: The large dealer says, 'I
want to, and I have to'."

Mike Lennon, manager of C&H Ren­
tals in Bristol, Virginia, explains why his

company got into furniture two years
ago. "We needed something that would

stay out, that wasn't a constant turn­

over, and furniture seems to do it. It's

something that we're able to get the
three turns out of." C&H Rentals also
has a second store in Kingsport, Ten­

nessee, and will soon open stores in

Abingdon, Virginia, and Johnson City,
Tennessee, all with furniture.

Al Dietz, marketing and merchandise
director of Eastern States Distributors
Inc., of Amesbury, Massachusetts, sees

furniture as a good addition for dealers
because it can add capital that a grow-



chandise. "I think the biggest problem
for us is finding quality furniture that
will hold up, at a price our people can

afford. We're right on that line. Rent-to­
own customers, to a large extent, are

basically poor people, and their ability
to afford quality is always somewhat
limited, so the problem for us is to find
furniture that will hold together and

give them a reasonable product:'
Ron Payne (owner of Shamrock Ren­

tals Inc. of Atlanta, a 65-store chain in

Georgia, Alabama, Florida, and South

Carolina), one of the most experienced
furniture dealers surveyed, remembers

"We just felt like we'd
missed the boot by not
going into it earlier,"

in cleaning machinery and things like
that are very inexpensive investments
to make.

"You get a lot more for your furniture
if you clean it up before you rent it out

the second time," Nielsen says.
Fred Viehweg of Actiontime under­

stands the problem of low-quality mer-

Your One-Stop Furniture Supermarket!
Check out these products and services ...

• Over Six Acres of •
Furniture in Stock

• Quick Shipment on •
Our Own Fleet of Trucks

• Fou r Conven ient •
Distribution Centers

• Frequent Contact •
with Field Reps

• Dedicated Professionals •
at All Levels •

Customer Catalogs
and Display Help
Print, Radio and TV
Assistance
Manufacturers of
Windsor Place Bedding
Manufacturers of
Trend Styles Upholstery
Worldwide Importers
Specialists in Serving
Rent-to-Own

***" Call Now for More Information!

,�W�OLt���R�!S��., INC.
BATON ROUGE MEMPHIS ATLANTA (NEO) SAN ANTONIO

10600 S. Choctaw 289 W. Olive 4850 N. Church Lane 4525 Macro Drive
(504) 275-8111 (90l) 775·3300 (404) 799-6655 (512) 662-0593

SERVING OVER 2,500 DEALERS IN 14 STATES
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Individual dealers
highlighted different
problem areas and
solutions in furniture
rentals, but all report
being pleased with the
addition of furniture to
their BOP,

few problems in getting into furniture
rentals.

"I've been involved in retail furniture
sales for 17 years, and got into rental in �

1982. I'd been in retail furniture, espe­
cially in credit retail, and I understood
it and saw it as an opportunity to do
some things that others were not doing.

"I think we avoided some of the prob­
lems that people with no furniture ex­

perience encountered. Our real prob­
lem [when we started] was with having
to accommodate furniture as a product
category in a method that rent-to-own

stores and lenders were accustomed to

viewing things. It also became appar-
ent that if you had a rent-to-own man- �

ager, he usually had no furniture ex­

perience.

"We needed something
that would stay out that
wasn't a constant
turnover, and furniture
seems to do it,"

"From the accountability experience,
we had to figure out how to make a sofa, :...,
love seat, three tables, and two lamps
mean a unit, or did three tables mean

a unit, and a sofa and love seat mean

a unit? We had to try to get into that rent­

to-own mentality that a TV was a unit,
to try to accommodate that for report-
ing purposes and accountability pur- �

poses, satisfying lenders and orienting
people to paperwork. It was a diffi­

culty," says Payne.
"We resisted it, but we had to come

to some kind of accommodation in the

major piece and count a group as a unit.
That limited some flexibility that we

originally had, in that people wanted
to rent parts of groups and then had to
rent the whole group:'

Mike Lennon of C&H Rentals remem­

bers that an early problem at his store
was overzealous application of Scotch- -"­

guard protection to improperly cleaned

April-May 1988/PROGRESSIVE RENTALS



"You get a lot more for
your furniture if you clean
it up before you rent it out
the second time"

furniture. Returned products that were

not cleaned thoroughly enough came

out looking worse instead of better
because dirt was highlighted. "So now

we just Scotchguard new furniture;'
says Lennon.

Ohio dealer Gary Ferriman points to

shipping damage as his biggest prob­
lem, and finds it worse in furniture than
in electronics or appliances.

Friendly Advice

As for what they've learned and
would pass along to other dealers,
Denise Coleman thinks her family's
company has made some sound deci­
sions that could benefit new dealers.
Executive vice president and general
managerofE.M. Rynnelnc., Coleman
Distribution Center in Kalamazoo,
Michigan, she began working with her
father 11 years ago as one of seven

employees. Coleman Rentals stores

now employ 300 people.
"I think what we're doing is the right

way to handle furniture-to have differ­
ent price ranges to offer to the people,
and to give them a good selection, not

only in style, but in fabrics, covers, and
in styles of the frames.

"We don't have that many problems
in furniture. That's partly because we've
established our line as being fairly good
lines, in the construction of the mer­

chandise as well as the fabric grade.
We've upgraded the material. We're not

having any deterioration of the fabric or

splitting at the seams because the fab­
ric is weak. We're buying a better frame
construction and a better fabric:'

Gary Ferriman's introduction to fur­
niture bears out the theory that first­
hand advice can be the most helpful.
He got the benefit of consultation with
a fellow dealer in Defiance, Ohio, who
handles furniture and appliances, both
retail and rent-to-own.

He spent a day at her store, gather­
ing the names of all of her sales contacts

for upholstery, tables, and other items.
"I contacted each one of those guys and
told them to come see me. Then I went
to the Atlanta market and picked up a

couple of lines in January," says
Ferriman.

To other would-be furniture dealers,
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he says, "it takes space, it takes inven­

tory. As with electronics and appli­
ances, you can floor plan it. It's a little

tough to floor plan furniture-you've
got to pay for it-but if you've got the

money and you've got the space, there
is definitely a good market out there
that I can see so far. It should be a good
profit producer:'

In addition, he suggests that "if you
can find a good dependable sales rep
with several different lines, they can

probably be as much help to you as any­
body. I've got a couple of guys who han­
dle four or five different lines of furni­
ture and maybe two or three of the dif­
ferent lines are things that I can use.

This keeps down the number of people
you have to talk to. It takes up a lot of

your time when 55 different salesmen
are in here trying to sell you furniture.

"I think what we're doing
is the right way to handle
furniture- to have
different price ranges to
offer to the people and
give them a good
selection, not only in style,
but in fabrics, covers, and
in styles of the frames,"

''A lot of companies only make one

particular item in furniture-they don't
make living rooms, bedrooms, and

lamps, everything-so if you can find
a good independent sales representa­
tive with several different lines that you
can trust, and only have to deal with
fewer people, that might be a help too:'

One surprise to Ferriman was the
need to be licensed in Ohio to re-rent

or to re-sell furniture. In that state, any­
thing upholstered must be treated with
a chemical before it can be put back on

the floor a second or third time. Other
states may require treatment only of

bedding and sleeper sofas.
Mike Lennon of Virginia offers

straightforward suggestions for a new

dealer: "Make sure he's got the room,
make sure he understands that he's

going to have to have a little more help
on the trucks. It's difficult to be a one­

man, one-truck operation with furni­
ture. You have to be committed to hav­

ing the help around when you need it
for the furniture:'

Ron Payne of Shamrock Rentals
believes new dealers should plan their
move into furniture with care. "I'd take

One surprise to Ferriman
was the need to be
licensed in Ohio to re-rent
or re-sell furniture

a very hard look at it if I were starting
in furniture now. I wouldn't discourage
anyone from doing it because almost

everybody is doing it, but I think to do
it properly you need a larger location,
larger moving vehicles, and a larger
staff, so you have to be sure that you can

increase your BOR significantly by han­

dling furniture.
"You have to have a larger storage

area;' says Payne. "You have to accom­

modate the accountability for all those

pieces in whatever system you have.
You have to think all that through pretty
thoroughly in front before you just
jump in:'

Denise Coleman stresses the impor­
tance of selecting furniture that will be
durable. Before Coleman's takes on a

new line of furniture, the company
orders a piece to be disassembled and

analyzed. Is the frame stapled, or glued
and doweled? Has it been filled with
shredded foam or poly fiberfill?

"There are a lot of furniture compa­
nies out there. I would have new dealers
look at what's on the inside of a piece.
Everybody knocks off everybody else's
looks. They can all look the same on the
outside. I have found that out. Every­
body kept bringing me the same pic­
ture. They look the same, but it's what's
inside and the construction that counts.

"It's difficult to be a one­

man, one-truck operation
with furniture You have to
be committed to having
the help around when
you need it for the
furniture"

"It may cost you more for better con­

struction, but in the long run you're not
out. It is also important to get good fab­
ric covers to go on the merchandise that
are going to wear, and be easy to clean.
I wouldn't buy anything unless it has
1.8 density in foam or greater. After a

period of time the cushions seem to flat­
ten down (they call that pancaking), the
rubber starts to sag and bag, and the
customer is dissatisfied. The merchan­
dise will not hold up the term of a

11



Before Coleman's takes
on a new line of furniture,
the company orders a

piece to be disassembled
and analyzed.

78-week contract, or longer;' says
Coleman.

Alan Appel recommends that dealers
make sure their salespeople are edu­
cated fully about the new merchandise

they will be showing.
"They're renting TVs and VCRs and

their people know every feature and
benefit about that product, and unfor­

tunately since everyone is so oriented
to electronics, when the furniture is ini­

tially brought in, most of the time the

salespeople do not know as much about
furniture as they should. We (as distri­
butors) are willing to help them, but

again, that's a learning curve. That
would help rent more furniture.

"Every consumer needs to justify the

expense, and if all you're saying is,
here's a sofa, and here's what it rents,
sure you might still get the order, but
if you could tell something about the

product, you'd be more likely to get the
order. Product knowledge" is all­

important, says Appel.

''A few years ago cheap
was the name. Dealers
wanted price, they
wanted the least expensive
thing they could get with
the most style."

Mike Root of Furniture Sales of Mid­
America sounds a note of caution for
new dealers to consider. "It's a good
time right now, but it's becoming
extremely competitive as well;' he says.
''A person who's looking at getting into
furniture should take that into account,
because if they're running a very
profitable rent-to-own store in stereos,
TVs and appliances, they're going to
have to ask, 'what exactly is furniture

going to add to my bottom line?'

"Realizing that their margins-are fall­

ing in TVs, stereos, and appliances
because those are very competitive and

shoppable items, furniture allows
dealers to get a little bit greater margin,
and possibly make a little bit more

money for a time," says Root.

12

Looking back, Mike Lennon says that
if he had it to do over again, he "would
lease a larger store. That's the biggest
problem we have with furniture,
adding it to an existing store and not

really having the floor space to ade­

quately show it,"

New Directions

What new trends are emerging in
rent-to-ownfurniture? In Virginia, Mike
Lennon reports that his customers

approach their rent-to-own contracts

with a different attitude now. "We're

finding that even as short a time as six
to eight months ago people entered into
the agreement with the understanding
of rent-to-rent, that this was something
to get them by until they found some­

thing better. Now we're finding that

people are coming in with the idea of
rent-to-own, and we're having a higher
percentage of people enter into it in that

way, and buying it.

"The most striking trend of
the last four years has
been the death of the
pine groups,"

"The customer was expecting to keep
an item for two or three months until

they got the money to buy it for cash
and turning it back in. We have no pen­
alty for that, it was no obligation to the
customer to keep it, so it worked out
that way. But more and more of them
are coming in the door with the idea
that they're going to keep it:'

Alan Appel notes that more dealers
are "willing to get into additional types
of furniture. I would not call it a wide­

spread trend, but we've even had some

people interested in waterbeds. That's
still a rarity, but it's never happened in
the past. Across the board, from tables
to dinettes to living rooms, to you name

it, there is more willingness to get
involved in all the types of home fur­

nishings, whereas originally it was

pretty much living rooms and
bedrooms. They're even renting
sleepers out:'

Mike Herschman says, ''A few years
ago, cheap was the name. Dealers
wanted price, they wanted the least

expensive thing they could get with the
most style. Now, the style is very impor­
tant, but buyers are also looking for
some quality because they realize that
it has to stay out there 18 months, or

whatever it may be, and if it's too cheap,
it won't hold up. The rental customer is

typically a hard-use customer on their

product.
"I do see a trend where rental dealers

are demanding better quality," says
Herschman. "That is unquestionable in

my mind. I see it on too many fronts
now."

Fred Viehweg of Texas notes, "The
most striking trend of the last four years
has been the death of the pine groups.
You can't give them away now. Uphol­
stery is what people want."

Mike Root sees several trends.
"There's a difference in rent-to-own,
which grew up in stereos, TVs and

appliances, and rent-to-rent, which

grew up in the furniture end of things.
One of the trends that I see is that those
two industries are overlapping signifi­
cantly. Long range, I don't know if those
two industries will remain apart. The
reason I say that is you've got a com­

pany like Aaron Rents that's just
entered rent-to-own because they grew
up in the furniture rental, but they see

a tremendous profit in offering lower­

priced merchandise and stereos, tele­
visions, and appliances.

"So, I see an industry-wide trend that
those industries are going to become
closer and closer aligned, whether
either industry likes it or not.

"In furnishings, the trend is for bet­
ter quality merchandise. That is where
the industry is going because people are

going to start demanding a better qual­
ity product if they're paying a lot for it,"
says Root.

Who Rents Furniture?

Gary Ferriman's entry into furniture
five months ago relied solely on the con­

version of existing customers coming in
to make their payments and seeing that
furniture had been added. Mike Len­
non's furniture customers are also,
"somebody that we've dealt with
before:'

Ron Payne says, "It's a little hard to

tell who the average customer is. Prob­

ably about half are first-time renters,
and the others are people who've had
other units on rent, paid them out, and
then picked up furniture:'

Denise Coleman also has a mix of
both first-time and current customers.
She keeps an eye on her traffic and
rotates displays frequently to catch their
attention. ''A lot of them are coming in
and out each week making their pay­
ment, and we are constantly introduc­

ing new pieces. We haven't picked just
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Count on

Philip M. Bell
for dependable

delivery and service
on the most vtIanted

names in the business.
Our 19th year of servinq customers in the Midwest.

Weekly deliveries in most areas by our own fleet of trucks.
Distribution is our only business.

CONSULT OUR RENT-TO-OWN SPECIALIST J.E. RINGER
OHIO (513) 489-7700 PA (412) 746-6300

Philip M. Bell Co.
6131 Interstate Circle/Cincinnati, Ohio 45242/(513) 489-7700

146 Johnson Road/Houston, PA 15342/(412) 746-6300

FULL LINE FURNITURE AND ELECTRONICS DISTRIBUTORS
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Gary Ferriman says, "Probably 80

percent of our inventory comes from
the factory, and 20 percent from a dis­
tributor. When I get in a spot, I'll order
from a distributor, but there's a definite
difference in pricing. I can see where it
would be to some dealers' advantage to

work with a distributor, especially at

first, because some of the distributors'
sales representatives work with a lot of
rent-to-own dealers, and so they have
a good idea what's renting, and what
isn't. But you will pay dearly for that
information :'

Expressing the opposite view is Mike
Herschman of Fraenkel Wholesale Fur­

niture, a company that is both manufac­
turer and distributor. "The biggest
mistake I see new dealers make is that
after shopping around, shopping for

price, they go to a factory. Of course the

factory price is less than the distributor's

price, and they load up on something.
"They get a truckload of something,

or they get hooked into a line, and it's
a mistake. It ties up their dollars in

inventory where their dollars don't
need to be, and it happens time and
time again. They go straight to the
manufacturers and get overloaded with
certain items that don't sell, or a certain

continued on page 38

one frame with just one cover. I change
the covers all the time to what suits the

frame, and we are constantly moving
merchandise.

"We have our own distribution and
warehouse center, our own multistate

delivery, and we deliver to the stores as

often as once or twice a week. We may
have a country and early American

group that gets sent to a store and if it
doesn't move we take it and replace it
with something else. If it hasn't rented
in 30 days, we move it. The stores

always have fresh looks:'
Ron Payne also believes that selection

of attractive merchandise is essential.
"I think we see the rental customer

moving more closely to things the retail
customer likes, so that means you have
to be a little more fashion conscious
than you were six or seven years ago:'

"If you put a bedroom in
a bedroom setting, I think
you'll sell it a lot foster
than trying to set it up like
soldiers,"

bit better in the stores, the effect would
be much stronger for the developing
customer's acceptance. If you put a bed­
room in a bedroom setting, I think you'll
sell it a lot faster than trying to set it up
like soldiers:'

Alan Appel says, "It's the same as in

retail, display is very important. Set up
a home environment, don't just throw
the stuff on the floor. Maybe add a few

potted plants, anything to give it a more

homey look, to set up the environment
that it would look like in the home:'

Make Displays Homey
Buying Advice With
MerchandiseAl Dietz of Eastern States Distributors

advises new dealers to make attractive

display a priority. "On a selfish basis;'
he says, "the mistakes that I see dealers

making are that they start too small, or

with not enough display for the mer­

chandise. In other words, if they were

able to display the merchandise a little

The finer points of what and how to

buy can often be passed along to dealers

by suppliers, whether factory or distrib­
utor. All of the dealers use a combina­
tion of suppliers, pointing to their
different strengths.

e
Serving Texas, Oklahoma and E. New Mexico for 33 years A·PR:)

ASSOCiate Member

Hatley Dist. Co. • 2701 Ludelle St. • Ft. Worth, TX 76105 • (817) 534-1796
Toll free ordering 800-633-7727 (inside Texas) • Dallas/Ft. Worth Metro 429-7133

��s'�I.j
Your Complete Source

for Furniture

Brand names: Ashley, Lehigh, Shelby, Astro Lounger
Action Recliners, Styleline, Oasis
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MESSAGE BY EDWARD L, WINN III

A lot has been going on in the rental

industry, not much of it beneficial: the
new law in Pennsylvania, the U.S.
Court of Appeals decision in Puckett,
the fierce battle over legislation in Ohio,
bills pending in another seven states,
some favorable and some not so

favorable.
Like everything else that I know of,

legal attacks on the rental industry seem

to come in cycles. We are in the middle
of an up cycle after a period of relative

quiet. This cycle will not last forever,
and when it is over, we should be able
to enjoy a period of legal calm in the

industry.
In the meantime, there is much to be

done, and a few good ways for getting
it done. One of those ways is through
state organizations, which is the mes­

sage of this message.
In nearly every state where the rental

industry has responded to a legislative
attack or initiated a legislative effort on

its own, a state association of rental
dealers has been organized. I have per­
sonally helped organize several of those

groups, and APRO has been directly
involved in many of the organizational
efforts where I have not been present.
The Association has been content to
work behind the scenes for the most

part, and we have stumbled a time or

two in helping get state organizations
going. But what we all realize at some

level is that state organizations are use­

ful and even vital entities that deserve
your support.

For several years I have, on behalf of
APRO, tracked bills at the state level via
a computer hook-up system with track­
ers in aliSO states. Many of you have got­
ten memos from me concerning some

piece of legislation or other that I

thought might have an impact on how

you do business. The number of such
bills seems to be increasing as employee
rights of various kinds are being dis­
cussed in state legislatures.
16

NEEDED: State Organizations
One possible response, of course, is

to do nothing and hope that lobbyists
for Sears and other major retailers will

protect your interests. That is a danger­
ous response, in my opinion, but not

really an unusual one, for a small busi­
ness entrepreneur.

Another response is to take matters
into your own hands and actively try to
influence legislation through your con­

tacts in the legislature. I do know a few
of you who could certainly get most
unfavorable bills killed, and probably
could get a bill passed if you pressed
hard enough. Most of us do not have
that kind of influence.

The rest of us could profitably take

part in the life of our state associations
and participate as a group in the legis­
lative issues that come up every now

and then. For example, already this

year, there are the hot issues of drug
testing of employees, taxation of rental
inventories, and the use of polygraph
and other measurement devices for

employees. It would not do any good
for the APRO board of directors to de­

velop a national policy for these issues,
because they are being developed at the
state level.

What you could do is have a meeting
of the state group and discuss what
stance rental dealers as a whole in the
state should take toward a given issue.
There may, of course, be no consensus.

On the other hand, you may well be of
one mind on certain issues, which opin­
ion could be communicated to key legis­
lators on behalf of all of the rental deal­
ers and their employees, however many
voters that_might be. Such an effort
need not be enormously expensive­
the cost of a meeting or even a tele­

phone poll, and then the cost of calling
state representatives or writing them a

few letters.
Without a doubt, APRO has not been

as active as it might have been in help­
ing state groups stay together after a

state has adopted rental-purchase legis­
lation. The tendency has been for state

groups simply to disappear after they
have gotten what to them is the most

important legislation enacted.
But the story does not end there, and

it is time that rental dealers realized it.
All rental dealers are still business peo­
ple in the states where they do business.

Here is a partial list of actual bills
introduced in different states, which, if

passed, would have a monetary impact
on rental dealers doing business in that
state. For too long rental dealers have
chosen to ignore these kinds of peri­
pheral issues.

Limitations on theft of rental property
statutes.

Limitations on Small Claims Courts.

Requiring a business which schedules a

visit to a customer's home to pickup/deliver/
inspect goods to keep the appointment to
within one hour of scheduled time-liable

for lost wages.
Additional prohibitions under debt collec­

tions practices acts.
Home solicitation application to RTO

(licensing/ fingerprinting).
Prohibition of door-to-door advertising.
Prohibition on charging bad check fees.
Prohibitions on promotional give-aways.
None of these issues will put a rental

dealer out of business, but they all have
an impact on how a dealer does busi­
ness. I am not suggesting that dealers
must have a strong opinion about each
one of these issues. I am suggesting that
all dealers look very closely at each of
the issues as it comes up in their state,
and determine where the state rental

organization should focus its efforts.
The Georgia and the South Carolina

rental organizations have managed to

stay viable, thanks largely to the efforts
of Jimmy Walker, who represents both

groups. The Arkansas dealers got a

good rental-purchase bill enacted, but
no sooner had they finished celebrat-

continued on page 44
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The
Rental
Manager

THE RENT·TO·OWN INFORMATION SYSTEM
DESIGNED BY RENTAL PROFESSIONALS

'VThen it's time to automate

VV your rent-to-own busi­

ness, it's time to choose the
information system designed by
professionals who know the
rent-to-own business.
The Rental

mE RENTAL MANAGER FEATURES
• Security system and audit trail • Fast,

accurate customer receipts • Main­
tenance ofall customer payments until

payout or termination • Daily summary
• Income activity breakdowns • BOR

activity reporting • Clerk and collector

analysis • Inventory activity summaries
• Partial payment handling • Optional

reinstatement fees or late renewal fees
• Handling of delivery charges, trip
fees, bad check fees, and other mis­

cellaneous charges • Tracking and

reporting of free time • Tracking of rental
unit history • Tracking ofcustomer history

• Past due or expired account reporting • Idle in­

ventory reports • Reporting ofcustomers nearpayout • Accurate

analysis of categories and brands » Maintenance of separate
new stock inventory (optional) • Instant recall ofdaily income/
BOR information • Prints mailing labels. Provides statistics to

measure past performance • Income projection reporting. Rent­
to-own and/or rent-to-rent capability. Straightline, ACRS, or

revenue projection write-off of rental units. • Rental income

tracking by unit, customer, store • General ledger summary
reports (accounting software available separately).

Manager was

designed by
specialists with

years of experience
in rent-to-own opera­
tions and management. Our
software was developed over the years right in our

own stores.

The Rental Manager is written in clear, easily
understood rental terminology You don't have to be
a computer expert to process a receipt for a cus­

tomer or transfer a rental unit to another store. There
is no complicated computer language to learn,
and no difficult computer manuals to tackle.

The Rental Manager is written in COBOL for

dependability and speed under Single-user DOS or

multi-user Xenix or Novell. It's simple to set up
and flexible to use with good supportive documen­
tation and toll-free telephone assistance when
needed. On-site training can also be obtained.

The Rental Manager offers big system features at

a small system price with multiple store discounts
also available and minimum maintenance fees.

Quality hardware is also available from us as part
of the package. If it's time to automate your business,
it's time you investigated The Rental Manager.

SPECIAL LIMITED OFFER: Try the Rental Manager in your
business during our 30-day trial period offer. If you are

not satisfied that it will meet your management information
needs, we will refund your money

Associate Member

Rental
Information
Systems, Inc.

P.O. Box 1740
Magnolia, AR 71753
1-800-231-7471
501-234-2471



LEGAL BY JAMES D WALKER JR,

Half Full or Half Empty

Let's argue for a minute like lawyers.
Let's see if we can decide whether a

rental customer has any obligation to

renew his lease. For the sake of discus­
sion, let's assume this is an important
issue.

First of all, it is necessary for us to

define obligation. The easiest source for
such a definition is Webster's New
World Dictionary. There the definition
of the word includes the term responsi­
bility. In other words, what one is

required to do in the exercise of respon­
sibility may be considered as an

obligation.
There are other definitions available.

Among them are the terms contract and

legally obligated. Let's see which of these
definitions apply to the rental customer.

Certainly the customer is not obligated
by contract. Neither is he legally obligated.
Does he then have a responsibility to

renew the lease?
In the first week there can be no such

responsibility. In fact, there is generally
a bargain available there due to the spe­
cial introductory offers that so many
companies feature. Later, in the fourth
or fifth month, it is difficult to think in
terms of having really made a substan­
tial investment in the item.

Consider the fourteenth month. With
three months to go on the contract,
would it be responsible or irresponsible for
a rental customer to discontinue the
renewal of the lease agreement? It all

depends on the point of view.
The point of view is the key to our

issue here. The glass of water seen as

half full or half empty, is the same glass
of water. The distinction between the
views is irreconcilable. So too are the

differing views on the concept of obli­

gation in a rent-to-own contract.
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The point of view is the
key to our issue here. The
gloss of water seen as
half full or half empty, is
the some gloss of water,

Courts Don't Always
See It Our Way

There are many court decisions that
conclude there is no obligation in a ter­

minable lease. Those decisions con­

clude that in the case where a lessee has
the right to terminate the lease before

making a payment equivalent to the

purchase price of the property, the les­
see has not really assumed an obliga­
tion. Without an obligation, there can

be no security interest. We all under­
stand that point of view.

What may not be so clear to us is the
fact that others see these circumstances

differently. In particular, the contrary
point of view has been articulated by the
Sixth Circuit Court of Appeals in the
case of Consumer Lease Network Inc. vs

Nancy Sue Puckett et al (Case Number
87-5398, 1988). There the court considers
our point of view and states very clearly
that they are "unpersuaded by this line
of reasoning:' The following is a quote
from the court's decision:

As the Bankruptcy Court stated,
the argument that a termination
clause negates the existence of a

real obligation is unpersuasive
where the customer's choice is to

continue making payments or to

forfeit substantial rights and

interests in the collateral. The

Bankruptcy Court noted that
where the right to terminate in­
volved a forfeiture, the option on

paper cannot overcome the sub­
stance of the transaction: the ter­

mination option has simply been

paid for by the Debtor as a part of
the underlying sale.

No one who reads this magazine on

a regular basis will agree with that point
of view. Unfortunately, it is unlikely that

anyone reading this magazine regu­
larly, wears black robes on a regular
basis. The point of view 'expressed in
that decision is a formidable force all
over this country. To be sure, there is a

powerful force in the other direction in

support of a point of view that we be­
lieve to be much more logical and prac­
tical. There is no reconciliation between
these two views.

Court's Reasoning Is
Wrong

This subject and this case are dis­
cussed here for two reasons. First of all,
it must be understood that this case �

represents a very unfavorable develop­
ment. The case is decided incorrectly in

my view. It represents reasoning that I
consider to be imprecise and illogical.
It suggests there is a commonality
among rental customers that does not
exist. The customer in the third month
has a different obligation, even under
this view, than the customer in the
seventeenth month. It represents judi­
ciallaw-making for the purpose of ob­

taining a desired result rather than for
the purpose of providing consistent ap­
plication of established legal principles.
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Unfortunately it is unlikely
that anyone reading this
magazine regularly
wears black robes on a

regular basis,

Equally clear is the fact that this case

now serves as controlling precedent for
all cases in the Sixth Circuit arising
under identical facts. If you are not

frightened by that analysis, you should
be.

We still have a very large problem.
The judges, lawyers, and consumer

advocates who oppose our mode of
business do not have any need for our

rental-purchase services. They identify
closely with civil liberties issues, but at
the same time, as in our case, fight to

deprive our customers of the freedom
of choice that is offered by our

alternative.
These guardians of liberty and free­

dom generally believe that persons
without cash or credit should not be
permitted to attempt to obtain the

ownership of property by alternative
means.

Recently, in Pennsylvania, the legis­
lature there decreed that cash or credit
will be the only means for acquiring the

ownership of personal property. Per­
sons without either must hereafter rent
without any ownership option.

The authors of the Puckett decision
and the Pennsylvania legislation believe
they have done the right thing. Both
instances certainly substantiate the
historical notion that tyranny comes

disguised as benevolence.

Effort Needs Support
We still have a very big problem all

over this country. Any rental dealer
who believes otherwise is flirting with
disaster. Efforts to obtain favorable leg­
islation in the various states and in the
congress of the United States should go
forward promptly and vigorously. That
effort should be supported by every
company engaged in the rental busi­
ness, large and small, in appropriate
measure.

There are substantial companies en-

gaged in this business throughout this
country who have not paid their fair
share in terms of time and money to
support this effort. It is time for some

prayer meeting revivals all across this
country. This effort needs help from
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everybody. You sinners know who you
are.

The second reason for featuring this
bit of bad news is to arm you to resist
the adverse implications of this deci­
sion. This case came up first from the
Bankruptcy Court for the Middle Dis­
trict of Tennessee. The company in­
volved in the case, Consumer Lease
Network Inc., is unlike most rental
companies in that they do not own and

operate stores. Instead, they finance
companies who do operate stores.

The transactions that underlie this
decision include a security deposit.
That security deposit is forfeited upon
termination of the lease. Typically, a

rent-to-own transaction does not in­
clude a security deposit. In many states,
a security deposit is illegal. The Sixth
Circuit in its decision noted the forfei­
ture of the security deposit as an ele­
ment that worked against the consumer

in the case of a termination of the lease.
Any rent-to-own transaction which

does not involve a security deposit can

be easily distinguished from the facts
of this case. Consequently, it can be

argued that this case has a very narrow

application.
Unfortunately, the language of this

case will be lifted for use in briefs and
orders in a way so as to obscure the fac­
tual distinction between this case and
the typical rent-to-own transaction.

Lastly, this case does not take into
account the effect of state laws that pro­
pose to regulate rent-to-own transac­
tions. While those laws do not specifi­
cally define these transactions as true

leases, they do tend to distinguish these
transactions from credit sales by estab­
lishing mutually contradictory disclo-

sure requirements as applicable to the
two different factual circumstances.

It is easy enough to argue that legis­
latures, when they speak on the sub­

ject, would specify that these transac­
tions were credit sales if they intended
for them to be defined in that manner.

Instead, it can be argued, the legisla­
tures characterize these transactions

differently so as to exclude them from
consideration as credit sales.

Both instances certainly
substantiate the historical
notion that tyra n ny
comes disguised as
benevolence.

It is not necessary for our industry to
be subjected to the vagaries of judicial
interpretation. As long as there are

legislatures, they shall have the power
to have the last word. This Puckett deci­
sion should serve the purpose of re­

minding us why we decided several

years ago to take our cause to the legis­
latures and the congress.

We must press on. A battle lost here
and there may be the prod we need to

stay on our toes. There is work to be
done. There are no laurels large enough
yet to rest on.

PR

Editor's Note: LEGAL is a regularly fea­
tured column written by James D. Walker
Jr. of Surrett, Walker, Creson & Colley, for
rental dealers with legal questions. Please
address questions for this column to James
D. Walker Jr., Surrett, Walker, Creson &

Colley, Box 1497, Augusta, GA 30903.
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ADVERTISING BY HENRY HOLTZMAN

II

The problem could be you, not them

It has been six months since you've
hired your advertising agency and all

you have to show for it are bills. You
can't understand what happened.
When you first hired them they seemed
so bright, so creative, so eager, so en­

thusiastic about rent-to-own.

But now it's like throwing money
away. The return on your capital just
isn't there, and you're beginning to

wonder why you got involved with
them. You believe that you've been

stung by a bad agency. Now you want

out-fast.
Before you show your agency the

door, ask yourself a tough question:
''Am I a good client?"

Bad clients aren't always defined as

"slow pay" or "no pay:' Nor are they
always the ones who insist that photos
of their families appear in commercials
or ads. Bad clients are also those who
aren't open with their agencies; who
don't have objectives or a plan for

achieving them; or who haven't deter­
mined how they will take advantage of
the traffic or interest generated by their

agency.

No Bad Agencies?
Does this mean there aren't any "bad"

agencies? Of course there are. But most
of these agencies aren't ad agencies at

all. They are outfits that are really ped­
dling something else. Sometimes it's

space on a vinyl phone book cover,
where your one-inch by two-inch ad ap­
pears next to your main competitor's
one-inch by two-inch ad.
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Before you show your
agency the door, ask
yourself a tough question:
"Am I a good client?"

In other words, the "bad" agency is

fundamentally a dishonest operation
that has no other talent than a fast sales

pitch, usually a product masquerading
as an "advertising service;' and little
else. One month after they take an order
and the client is "serviced;' they move

on to greener pastures.
These kinds of operations are the

exception, not the rule. And small busi­
nessmen are their normal prey because
of the usually cheap advertising costs.

Just remember that "cheap" is a relative
term. Rather than talk about bad agen­
cies and bad clients, the more accurate

terms should be ineffective agencies
and disorganized clients. The two usu­

ally go together. It's doubly unfortunate
when some agencies seem to have a

positive knack for taking on disorgan­
ized clients and then compound the

felony by lacking the courage of their
convictions.

Here's an example: Other than the
ultimate result of getting more cash on

the books, a number of companies
haven't the foggiest notion of what they
want their advertising to accomplish. In
effect they tell their agency, "Just find
a new way to say that we are in the rent­

to-own business. After all, we've been
at the same location for 10 years. They

(the buying public) know where we are

and what we stock. Tell it to them again
in a creative, fresh way."

Six months later the agency and cli­
ent will ask each other what went

wrong. The answer is inevitably a lack
of organization on the client's side of the
desk and a failure of courage on the

agency's side.

Organization
Comes First

Get organized before you see an

agency. Before you even consider hir­

ing an agency, get your company
organized. First, start thinking in terms

of a marketing plan. Of course you're
not General Motors, so don't go into a

panic about meaningless 300-page
plans. An old-time, experienced mer­

chant once gave his simple formula:

• What am I looking for in terms of
increased dollars and increased

customers, and where would I like
most of these to come from in the

coming year?
• What am I really selling?
• Who am I selling to?
• How much am I selling my prod­

ucts for?
• How do I sell it? (method of distri­

bution)
• What's my competition doing?
If you can answer these questions to

the toughest judge of all-yourself­
you are in a good position to do some

real marketing, and it's time to call in
the advertising agency. If these six ques-
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CALL CHRYSLER FIRST WHOLESALE CREDIT FOR INVENTORY FINANCING.

��CHRYSLER
� FIRST

Wholesale Credit Inc.

WE FINANCE LIFE'S OPPORTUNITIES�M

If you're getting tired of waiting for your furniture
.

financing to clear, call Chrysler First Wholesale Credit.
Our team of experienced professionals, together with
our state-of-the-art computer network, can work
fast to prepare just the right financing plan. One that
fits your sales and cash flow needs perfectly. Once

your application is approved, you simply place your
orders with qualified manufacturers. They'll go so far
as to ship you everything from dining room tables to

office furniture and let us pick up the check. Why
wait any longer? Call or write: Mr. Larry Brown, Senior
Vice President, Sales and Marketing, Chrysler First
Wholesale Credit, 1105 Hamilton Street, Allentown,
PA 18101. 1-800-843-2180, (In PA) 1-800-654-9325.
We Finance Life's Opportunities is a service mark of Chrysler First Inc.



Does this mean there
aren't any "bod"
agencies? Of course

there are.

tions sound simple enough, remember
that the answers won't be. As a guide
for your own planning, write them
down.

Ask the sales personnel what their
answers would be, too. Their response
may surprise you.

A store owner once asked the sales
staff the six questions listed above. Each
came up with a different answer, not

only different but with a great magni­
tude of difference. Thus, if internal per­
sonnel don't know quite what is being
sold, how can the agency be told what
to advertise?

Then Comes the Search

Once you've organized for marketing
and have your objectives clearly in

mind, don't grab the first ad agency you
come across. Seek out several. Some are

Tlhe Jewelrv Experts for the Rent-To-Own Industry Present:

THE IVENS CORPORATION
Executive Offices

1666 Kennedy Causeway, Suite 506
Miami Beach, Florida 33141

(305) 868-1261
Wats: 800-327-4919

Fla. Wats: 800-432-3380
Telex: 808183

14 Kt. Gold and Diamond jewelrv

• Watches

• Rings

• Chains

• Bracelets

-Earrings

• Pendants
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L Buy direct from the source

2 .. Ivens is a leader in manufacturing jewelry

3. The right way to be competitive in the jewelry market.

known by reputation. Others have
called on you before. You may have seen

newspaper ads, brochures, or bill­
boards that you've liked. Find out who
did them, then call the agency in.

But do yourself another favor. Don't
make any deals with the first agency
you talk to, ask several agencies to make

presentations. Give them enough infor­
mation about your company so that

they can do so intelligently. Get some

idea of how well they will be able to

service your account. Tell them theywill
be in a competitive situation: Then look
and listen to the presentation and come

to a decision.

Once you've organized
for marketing and have
your objectives clearly in
mind, don't grab the first
agency you come
across, Seek out several,

Good, solid ad agencies won't be of­
fended by knowing they are in compe­
tition for your account. If the agency is
too big for your company, they will tell

you. All of the good agencies welcome
head-to-head competition. After all,
beating the competition is their busi­

ness, just as it is yours.
Remember, though, just as in choos­

ing a spouse, there are a good number
of subjective factors (for example, your
feeling that one particular agency really
understands how you want to operate),
just as there are objective standards

(example, one agency has a media buy-
ing specialist for each type of print and
electronic medium).

Keep in mind that because one agen­
cy is larger than another and has more

facilities, it does not necessarily follow
that it will be better for you. Advertis-

ing is a business like any other. Ifyou're
a small account, the large agency will
find it unprofitable to devote the time
to you that you deserve. A small agency
may well feel it worthwhile to see you
once a day.

For a long time, many ad agencies
were reluctant to be measured in terms

of ultimate sales results. To a great
extent they were right. The wrong mea­

suring stick was being used when too

many other factors interfered. What in­

evitably followed was a distrust of the

agencies by clients, and frustration by
agencies who felt they were being un­

fairly judged.
My own opinion is this: The perfor­

mance of an advertising agency should
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be measured by how well it meets the

objectives of the client in terms of num­

bers of dollars and customers brought
to the client. The client should clearly
spell out to the agency what these ob­

jectives are from the time the agency­
client relationship is established.

Some factors prevent easy measure­

ment:

• Attitude of the client's sales man­

agement.
• Degree of training of individual

salespeople.
• The nature of how the client's prod­

uct is sold to his buyers.
• The client's view of his company.

Solve the Problems

And the list can go on and on. Cer­

tainly one of the problems I've seen

again and again is what is called the
"infernal triangle": the agency, the
owner of a business, and the sales man­

agement of a business. The owner mea­

sures the agency's results, which may
be below the objectives. The agency
says that it is bringing leads or traffic to
the salespeople who can't close them,
the sales management says that the

agency is getting the wrong kind of
leads for the product to be sold. One of
these opinions is always right-that of
the owner.

For a long time, many ad
agencies were reluctant
to be measured in terms
of ultimate sales results,

The wise thing to do before the prob­
lem gets worse is to bring in a disin­
terested party with experience in ad­

vertising and marketing, one who has
the confidence of the owner.

No disinterested party can ever get
the "infernal triangle" working smooth­

ly again where the client fails to admit
that he is responsible for ineffective

advertising. If you throw this responsi­
bility to the advertising experts, you get
what you deserve.

The ultimate "expert" in your busi­
ness is you. If you don't like the adver­

tising that the agency presents for your
final approval, say so. If you can, say
why you don't like it. Don't "nitpick"
the advertising craftsman about the

type style or more pictures of your place
of business, but explain why you be­
lieve it won't help you achieve your ob­

jective. The agency will probably come

PROGRESSIVE RENTALS/April-May 1988

There must be mutual
honesty. Your advertising
and your advertising
agency will be ineffective
if you aren't open and
sharing with them about
your aims, goals, and
marketing directions,

back with their viewpoint. If the adver­

tising is done to your mutual satisfac­
tion, you as the client are the winner
where it counts-increased profits.

There must be mutual honesty. Your

advertising and your advertising agen­
cy will be ineffective if you aren't open
and sharingwith them aboutyour aims,
goals, and marketing directions.

Similarly, you have a right to expect
an agency to be open with you about
fees and sources of income to the agen­
cy from your account that don't show

up in the bills they give you, such as

printers and media buying discounts.

Typesetting and other services are often
marked up by agencies and included in

your billing. After all, advertising is a

profit-making business and ad agencies
are normally willing to discuss these
matters if you ask them. Clients are not

being "taken" by these fees or dis­
counts.

If there has been normal business

prudence and mutual honesty from the
start of an agency-client relationship,
and a budget has been established
within which the agency must operate,
then the agency is entitled to maximize
its own profit where it can. There's no

reason why they should not, so long as

you understand what is happening,
and your own best interests aren't being
affected.

Effective advertising begins when

you as the client set your own objectives
for an ad agency. The truth is that "bad"
ad agencies and advertising occur

when you let it happen. Good agencies
and profitable, effective advertising
takes place when you make it happen.
And that is all the difference in the
world.

PR

Henry Holtzman is assistant vice president
ofan international marketing company and
has almost 20 years experience as a market­

ing specialist.

let us show you the smart way to:

""STIMULATE MORE STORE TRAFFIC
../ ATTRACT NEW & BETTER CUSTOMERS
.J PROMOTE EARLY PAYMENTS

v CREATE ADD-ON ACCOUNTS
"ENCOURAGE REPEAT BUSINESS

write or call Sondra Boyd at

COLOR-MAIL, INC.
print advertising specialists

. 18590 Cranwood Ct-Cleveland, Oh. 44128
CALL TOLL FREE 800-338-5727
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FEATURE BY EDWARD L, WINN III

Pennsylvania Legislature
Outlaws Rent-To-Own
A sneak attack changes the rental picture

On February 26, Pennsylvania Gov.
Robert Casey signed a law doing away
with the rent-to-own industry as we

know it in his state. The new law went

into effect on March 1.
This latest action is the result of an

ongoing battle that began in 1982
between the rental industry and con­

sumer advocates in Pennsylvania. The
anti-rent-to-own bill was passed in the
face of stiff and organized opposition
from the state's rental dealers in spite
of the fact that the state senate had

passed a balanced bill regulating rent­

to-own transactions only weeks before.
Prior to 1982, the rental industry ex­

isted in Pennsylvania much as it existed
in other states. There were concentra­

tions of dealers in the big cities-Phila­

delphia and, to a lesser extent, in Pitts­

burgh - and to a still lesser extent in the
smaller towns and cities in the state.

People outside the business knew little
about the industry at that time in Penn­

slyvania or elsewhere.

Early Attempts
But the industry was not entirely un­

known to consumer advocates. In fad,
Congressman Frank Annunzio (D-IL)
had, as chairman of the House Sub­
committee on Consumer Affairs, intro­
duced a bill in 1980 seeking to amend
the definition of "credit sale" in the fed­
eral Truth-In-Lending Act to include
rent-to-own contracts.

His was the first legislative attempt to

regulate rent-to-own and his bill at-
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rent-to-own altogether as opposed to

regulating it has always been to call the
transactions disguised credit sales and

regulate them accordingly. That was the
intent of the Annunzio bill as well as the
1982 Pennsylvania version, S. B. 306.

This latest action is the
result of on ongoing
bottle between the rental
industry and consumer

advocates in the state
that began in 1982, Facts Ignored

Proponents of such a regulatory
tempted to declare there to be no legal scheme argue that since the consumer

distinction between a credit sale and a has an opportunity to obtain ownership
rental agreement with an ownership of the property, the pricing and other

option. aspects of the transaction should be
No action was ever taken on Annun- regulated just like other sales on time.

zio's bill. It died a quiet death in his own This argument ignores the fact that
subcommittee. This bill would seem- there is no obligation to continue mak-

ingly have been of no further conse- ing payments in a rent-to-own transac-

quence had it not been for the fact that tion as there is with a credit sale. It is,
the identical language appeared in a bill of course, the existence of debt in a

to amend the definition of a retail credit sale that creates the buildup of
installment contract in the Pennsylva- equity in the goods. Most credit sale
nia Goods and Services Installment laws have been drafted to protect the
Sales Act (GSISA) in the early spring of competing interests of the creditors/
1982. sellers making sure that they get their

Responsibility for the bill goes to money and consumers/debtors being
Lewis "Woody" Kozloff, executive di- sure that they do not lose their equity
rector of the Pennsylvania State House buildup in the property without ade-
Committee on Consumer Affairs, who quate procedural protections.
has been active in the legislature since Unfortunately for the rental industry
the late 1970s. Kozloff's job is a full-time, in Pennsylvania, the bill introduced in

permanent position designed to aid 1982 did not receive any notice until it

legislators in styling legislation to cor- was too late to stop its passage. There
rect consumer abuses in the state. Mr. were no public hearings on the bill and
Kozloff reported at the time that he had no legislators had an opportunity to

been getting lots of complaints about hear from industry representatives un-

the industry, and felt that corrective til they had already voted. By the time

legislation was needed. the industry did get wind of the bill, it
The simplest solution for stopping was too late to do anything in the legis-
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Proponents of such a

regulatory scheme argue
that since the consumer
has an opportunity to
obtain ownership of the
property the pricing and
other aspects of the
transaction should be
regulated just like other
sales on time.

lature. The only thing left for dealers
was to figure out how to do business
with the law on the books.

APRO got its Pennsylvania members
involved as soon as it learned of the bill
and circulated copies of it to all dealers
in the state along with suggestions
about how to do business under the
new law.

Disclosure and Other
Controls

When most people think of credit
sales law, they think of disclosures. This
is so because the federal Truth-In­
Lending Act is exclusively a disclosure
law. The only requirement under the
federal law is that creditors make cer­

tain disclosures in their advertising and
in their contracts. States, however, also
have their own credit sales laws, which,
in addition to having their own dis­
closure requirements, also have sub­
stantive limits on creditor behavior.

Disclosure for rental dealers would be

possible, although awkward, under the

Pennsylvania GSISA. This is so because
the definition of cash price, one of the

required disclosures under the law, spe­
cifically permits inclusion of the price
of "accessories and services, if any,
included in a retail installment sale:' In

theory then, a rental dealer could fig­
ure the value of the rental service

package-no obligation, full service, in­
home maintenance, etc.-add that
value to the cash selling price of the

goods being rented, and then add an

interest charge of up to 18 percent on top
of that number to get the total cost of
the transaction. Such a calculation,
even though it does not really portray
the transaction accurately because of
the artificial interest factor, would keep
a dealer's cash flow at a constant level.

This was neither the intent nor expec­
tation 'Of those who originally passed
S. B. 306. Rather, the legislators respon­
sible for the new law in Pennsylvania
PROGRESSIVE RENTALS! April-May 1988

wanted to force rental dealers to lower
their prices to bring them into line with
the prices of financed consumer trans­
actions. The results of the new law,
however, would not have been to com­

pel rental dealers to lower prices as

designed. The results are potentially far
more pernicious because of other pro­
visions in the Pennsylvania GSISA that
would have to be applied to rent-to-own
transactions.

In addition to the disclosure require­
ments found in the law, there are also
substantive controls on creditor behav­
ior throughout the statute. There is at
least one important such limitation in
the Pennsylvania Goods and Services
Installment Act concerning reposses­
sion and resale. In order to protect a

debtor's equity rights in the property,
the Act requires creditors to give deb­
tors written notice when their accounts
become past due, and then give them
21 days from the date the notice is
received to get caught up on missed

payments. Until the 21-day period has

elapsed, the creditor cannot repossess
the property, accelerate the note, or

commence any legal action.

The simplest solution for
stopping rent-to-own
altogether as opposed
to regulating it has
always been to call the
transactions disguised
credit sales and regulate
them accordingly.

This restriction may make sense in
the typical consumer credit transaction.
Before a creditor can go out at midnight
and hot-wire the automobile of a debtor
who has fallen behind on his car pay­
ments, notice must be given to allow the
consumer a grace period to find the

money and get caught up.
The restriction makes no sense when

applied to a rental dealer who is doing
business with transient customers on

a weekly basis. The cost of sending
notice by certified mail, as is required
by the statute, could add 15 percent or

more to the cost of a weekly rental pay­
ment of $10. The statute does provide
for personal delivery of the written
notice, but that would add even more

to the cost.

Moreover, rental dealers monitor past
due accounts very carefully. It is this
careful monitoring that has allowed the

industry to maintain losses at accepta-

ble levels and remain profitable. Before
21 days have elapsed, a typical rental
dealer will have already measured his

past due accounts three times-once at
5 days, again at 10 days, and again at 15

days. Dealers know that 15-day ac­

counts are already getting suspicious,
and many simply charge off accounts
over 30 days past due. It is not unrea­

sonable to suppose that this single
restriction in the GSISA will terminate
the weekly paymentbusiness altogether
in Pennsy Ivania.

The 21-day graceperiod was designed
with monthly payments in mind. On a

monthly payment plan, a consumer has
a part of the next payment period to get
caught up on a missed payment before
the next payment becomes due. With
a weekly payment-at least one-half of
the rent-to-own business in Pennsyl­
vania-the 21-day grace period is sim­

ply unworkable. It would allow a custo­
mer to fall behind three additional pay
periods before the dealer can attempt
to recover his merchandise. Rental cus­

tomers would quickly learn that they
can pay for one week and have the mer­

chandise for a month. That might make
rental customers and consumer advo­
cates happy, but it would not allow
rental dealers to stay in business.

Other Obstacles

There are other obstacles in the Penn­

sylvania GSISA to the operation of a

rent-to-own business as most of us

know it -rebate formulas, unreasona­

ble restrictions on other charges-but
none as hobbling as the repossession
rules. For this reason, when the law was

passed in 1982, Pennsylvania rental
dealers elected to rewrite their contracts
so as not to be defined as a retail install­
ment contract and therefore fall outside
the coverage of the Act. The means for

doing this was to add a balloon pay­
ment to the end of the rental agreement.
By the terms of the contract, a customer
could not obtain ownership of the rental

property until he or she actually pur­
chased the property for the balloon

price. By separating the transaction into
two parts, a rental part and a purchase
part, dealers avoided coverage of the
installment sales law.

There was some initial concern about
how big the balloon had to be. The law
stated merely that it had to be for more

than "nominal consideration:' There is
no precise definition of "nominal con­

sideration" in Pennsylvania, and so

dealers were left to their own best judg­
ments and the judgments of their law-
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yers as to how big to make the balloon.

(See The APROACH, July 1984, p. 15.)
During some meetings with attorneys

from the Pennsylvania attorney gener­
al's office soon after the bill was passed,
dealers learned that the balloon method
would work, but they could not get any
real guidance from the A/G's office
about how big to make their balloon

payments. One of the A/G's office attor­

neys did indicate that it was unlikely
that the A/G's office would elect to liti­

gate that issue all by itself. Rather, they
would wait until they saw a clear-cut
collection violation case that they knew

With Forever Tan Cabana Beds!
Indoor tanning is booming ... year
round! More than 25 million Amer­
icans now tan at home or in salons ...

and now is your chance to jump on

the "tan-wagon"!
There's Great Money In Beds.

Forever Tan lets you rent your cus­

tomers luxurious home tanning at a

price they can't resist. Our Cabana
Home Series is light-weight. portable,
and orotitsote' Rental units will be in
constant demand.

they could win and simply add to it the

question of whether the balloon was big
enough.

Figuring the Balloon

Rental dealers discussed the issue
and several set the balloon price at $100.
Others tried to figure the estimated fair
market value of used products and set

the balloon payment price at the esti­
mated fair value.

One year later, the North Carolina

legislature set the definition of nominal
consideration in that state at 10 percent

For reliability, innovation and dealer

support. Forever Tan makes the com­

petition look pale. We offer great
dealer margins, qualified service tech­
nicians on call, a complete inventory
of parts and supplies, PLUS a toll-free
hotline. The choice is clear: Don't get
into beds with just anyone ... go with
the leader ... go with Forever Tan!

Call 1-(800) 247-4301 to find out more!
Put our Proven Profit System to work for you today.

FOREVER TAN™
1116 South 20th Street, Birmingham, Alabama 35205
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or less of the initial cash selling price.
Several Pennsylvania dealers borrowed
from the North Carolina statute and
started making their balloon payments
11 percent or 15 percent of their cash

selling prices, presumably larger than
"nominal consideration:'

For awhile thereafter, Pennsylvania
rental dealers were able to carry busi­
ness as usual under the new balloon

payment system. It was not rent-to-own

in its purest form, but customers under­
stood the program, balloon payments
were required in several states, and no

consumer advocates were attacking the
essential validity of doing business in
this manner.

Legal Aid Lawyer
Opposes RIO

One of the chief opponents to the

industry from its beginnings in the state

has been a legal aid lawyer named
David Scholl. He began practicing law
with legal aid in the late 1970s in

Philadelphia. Dealers in Philadelphia
were used to getting complaints and
threats of lawsuits from Mr. Scholl, but

managed to avoid any major litigation.
Then, in the early 1980s, Mr. Scholl
moved to the Bethlehem/Allentown
area to work out of the Lehigh Valley
legal aid office.

Scholl never accepted the proposition
that rental dealers be treated any differ­

ently than traditional retailers. He was

of the opinion that it was a misalloca­
tion of resources to allow his clients­
the poor-to rent color TVs and other
"luxurious" appliances at all. He con­

tinued to threaten dealers in the Allen­
town area, and at one time in 1983 was

able to persuade the attorney for a rental

company to agree to take the purchase
option out of all rental agreements in

exchange for not being sued.

Later, when the dealer had rethought
his position and decided that deletion
of the purchase option was neither in
his best business interests nor required
by the law, Scholl filed a class action

suit-nothing that rental dealers
around the country had not seen

before. There were allegations of viola­
tions of the state GSISA, the federal
TILA, allegations of unconscionable

pricing, allegations of illegal collection
activities, plus allegations of various
kinds of fraud.

The plaintiffs' petition in the Scholl
suit begins:

The marketing strategy of the
defendants and their class mem­

bers is to attract low-income con­

sumers, often focusing upon
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New Leader in RTO Computer Systems
Now you can have exacting control over your rent-to-own business.

This argument ignores
the fact that there is no

obligation to continue
making payments in a
rent-to-own transaction
as there is with a credit
sale.

residents of public housing
projects and federally subsidized

housing projects who do not have
the financial resources to pur­
chase big-ticket household appli­
ances and furnishings for cash
and are often unable or believe
themselves unable to obtain credit
to do so, by offering to them to
"rent" such items with an option
to purchase the item upon mak­

ing rental payments, plus a small
additional payment.

The Defendants advertise

widely that consumers may
obtain goods from their affiliates
and class members by making a

small initial payment, without

any sort of credit checks what-

You've been away for a day or two and want to
know the status of things. End-of-month
reports are too far away and you need to feel
the pulse now: "What's going on with my
business?" RMAX™ can tell you like no other
-accurate, detailed information right down to
the close of business last night - all at your
fingertips.
POWERFUL
RMAX is the most innovative, complete, prac­
tical and powerful RTO software system avail­
able today! It's designed from the ground up
with refinements and features that address
your multi-store needs.

SEE IT ALL
If you have 10 stores or 1 000 stores, this is the
system for you! "No other system comes

close." - that's what one of the nation's larg­
est leasing companies says. For example,
you can see accumulated depreciation, earn­

ings, rent days and number of agreements for
an item. All that and more - even if that item

soever. In addition, bonuses such
as free watches, rings, groceries,
and rental for certain additional

periods are offered to customers

who respond quickly to advertise­
ments or continue to maintain
their contract for certain periods,
although such bonuses are often
not in fact delivered later to
customers.

This was by no means the only law­
suit filed by legal aid lawyers during the

period 1983-85. Scholl himself filed a

second class action suit against another

major dealer store after filing the first
one. Dealers in different pockets in the
state were plagued with demand letters
from legal aid lawyers insisting that

they cease all collection efforts against
a customer or customers or be sued. For
the most part, dealers simply backed off
and added another unit to the skipped/
stolen column rather than risk the cost
and exposure of a lawsuit.

Pennsylvania was identified as a

problem state by the rental industry,
and dealers generally stayed away. Dur­

ing this period, which saw enormous

growth in the industry nationwide,
Pennsylvania saw fewer new store

openings than most other states.

has been through combo, repair or exchange.
You can see every payment on every cmree­
ment for every inventory item in every store.
Not only that, but you can view the data for
any single item, for a route, for a store, for a

district, for a region - and then see the totals
for the entire business. All at your command.
And our method of calculating depreciation is
guaranteed to be accurate and approvable by
the IRS.

EXPENSIVE BUT...
This system costs more than some others.
But its performance makes it seem cheap by
comparison. It's the most cost-effective sys­
tem you will find. Imagine: remote cash man­

agement with pricing and audit controls! The

daily updated information from every store

provides you with a clear perspective of your
business activity. You can spot trends, busi­
ness swings, product popularity and cus­

tomer demographics. And you can track
things like unit profitability, individual depre-

State Dealers Organize
Due to the increasingly hostile envi­

ronment, in early 1985, APRO assisted
rental dealers in the state to get together
to discuss what could be done to pro­
tect the future of the industry in the
state. Dealers in other states had

recently had some successes getting
rent-to-own legislation passed, and the

group of dealers that assembled for the
first time in Harrisburg in February 1985

agreed that it would be a good idea to

organize in Pennsylvania for the same

purpose. Pennsylvania rental dealers
met several times that spring to discuss
the progress of several lawsuits going
on around the state as well as to discuss
the political environment in the capital.
The group retained Ralph Tive, a veter­

an lobbyist, to represent their interests
in the legislature.

There was some initial optimism,
based largely on the successes in other
states, most notably Michigan and
South Carolina, that Pennsylvania
rental dealers could get a bill passed
during the fall of 1985. Such was unfor­

tunately not to be the case. Dealers did
work throughout the summer of 1985
to lay the groundwork for rent-to-own

ciation, fee and petty cash abuses, unrealistic
adjustments and inventory surplus or short­
age. Take advantage of all this information
and you can increase your efficiency and

profit.
THERE'S MORE
In addition, you get direct mail capability and
on-screen help. And you can do everything
without an in-house programmer. You might
have to experience RMAX to believe it. We
can't possibly cover all the features and bene­
fits of this package in the limited space avail­
able. So, if you want to know more, give us a

call; we'll be happy to talk to you about it.

G Computermax, Inc.
CMJ\X. 3805 Drake Avenue, Huntsville, AL 35805

Telephone 205·533·4455

2033 North Ocoee. St., Cleveland, TN 37320
Telephone 615·476·9148

1-800-322-2629

aSS(§)
Applied DQltal Data Systems Inc
A Subsidiary of NCR Corporation
COMPUTERMAX, Inc., is an authorized
marketer of ADDS Mentor Computer.
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During this period, which
saw enormous growth in
the industry nationwide,
Pennsylvania saw fewer
new store openings than
most other states,

legislation, but there was ever the
announced opposition to any such plan
from the House committee on con­

sumer affairs led by Rep. Charles

Laughlin and his executive director,
Woody Kozloff.

Former Employees
Attack

No one will ever know what might
have happened during the 1985 fall le­

gislative session had not the citizens of

Harrisburg, the state capital, awakened
one September Sunday morning to this
headline in the Sunday Patriot-News:
Police Get Pay to Repossess Rented
Items.

The story covered half of the front

page as well as two full pages inside,
complete with pictures of store fronts,

outraged customers, rental employees,
and police officers. Other headlines in
the story were equally sensational.

Reporter Christopher Quinn had ap­
parently uncovered a huge scandal

involving the same rental company in­
volved in the class action suit and the

Harrisburg police department.
As it turns out, the story was un­

earthed from previous employees of the
rental company who had recently been
fired.

Quinn's story began: "Over the past
five years, at least 20 Harrisburg police
officers have used the power of their

badges to intimidate and threaten to

arrest customers of a city rental com­

pany who were behind on their pay­
ments:' The story went on to report that
detectives and uniformed police officers
were paid from $50 to $100 per incident,
all without the knowledge or consent
of either the mayor or the chief of police.

The story also contained admissions
from the former employees themselves
that they had broken into homes to re­

cover merchandise and had flashed

"special investigator" badges to cus­

tomers to gain entrance into a dwelling,
all such actions, claimed the employees,
arising out of the dealer's corporate
policy.

•

Call Todayl
(303) 841·6869

ao Box 1288

Parker, CO 80134
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• Total Package includes:

TV, RadiO, Direct Mail,
.complete Print Program

• Multiple talents
available

• We'll develop the

right image for you!

Associate Member

The disgruntled employees had first

gone to the attorney general's office
with their stories before going to the

newspaper, but the AIG's office had
refused to give them immunity from
criminal prosecution. Since the em­

ployees with the story had as a part of
the story confessions that they them­
selves were guilty of criminal trespass
and breaking and entering, the initial
AIG investigation went nowhere.

The story in the Harrisburg paper,
however, spurred another year-long in­

vestigation by the A/G's office into the
activities of the rental company as well
as the Harrisburg police force. In Sep­
tember 1986, state Attorney General

LeRoy Zimmerman ended his probe
and determined that while the com­

pany had used questionable business

practices, no crimes had been commit­
ted. In addition to the A/G's investiga­
tion, there was a grand jury probe of

police conduct in the alleged incidents.
The Westmoreland county grand jury
did not hand down any indictments,
but did recommend to the Harrisburg
mayor that city police officers should be

prohibited from moonlighting as collec­
tors for private companies.

The various rental industry "exposes"
did not help the reputation of the busi­
ness in the legislature. Despite the best
efforts of industry representatives and

lobbyists, legislators cannothelp but be
influenced by what they read in the

newspapers. It became politically un­

popular to be on the side of the in­

dustry, and far easier to be a critic .

Rep. Laughlin saw his chance to make
some headway and announced that he

planned on having public hearings con­

cerning the industry in Philadelphia,
Pittsburgh, and Harrisburg in early
1986. The public hearings were never

held, but Rep. Laughlin expressed his

opposition to the industry at every op­
portunity and announced plans to in­
troduce legislation to curb abuses in
rent-to-own.

Judge Rules Against
Industry

To add to the accumulating bad press
coverage of the industry and mounting
pressure from the AIG's office and
other consumer advocates, the judge in
the Allentown class action lawsuit
handed down an opinion in which he
ruled that the state GSISA covered the
rental agreements in question, even

with the balloon payment provision.
One of the issues facing the judge in the
case was precisely the question of how
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to define "nominal consideration:'
The facts showed that the rental com­

pany had been charging a balloon of
either $100 or 15 percent of the original
cash selling price. The judge relied

heavily on a 1982 Pennsylvania
Superior Court Case which had held
that in a commercial setting, using the
uniform commercial code, the term

"nominal consideration" meant 25 per­
cent or less of the original cash selling
price. Given the nature of the case

before him and the precedent of the 25

percent definition of nominal consider­
ation, the judge ruled that under all cir­
cumstances, $100 or 15 percent balloons
were too low.

Once again the newspaper headlines
in Harrisburg were full of news of the
case and the havoc it was likely to cre­

ate in the industry.
Michael J. Pekula, director of the

Bureau of Consumer Protection in the
AIG's office, was quoted as saying that
the ruling and additional lawsuits that
were sure to result would give dollars
back to rental customers and might
bankrupt the defendant rental com­

pany in the suit. Both Pekula and Scholl
were quoted in the paper as inviting pri­
vate attorneys to take the ruling in the
Allentown case and file their own

lawsuits against the company to seek

money damages for their clients.

Shortly after these articles appeared,
that is exactly what happened. Three

private attorneys from Camp Hill filed
a class action suit against the defendant
rental company in the Allentown case

seeking to make the company refund all
finance, collection and late fees paid to
it as well as triple the difference be­
tween what the company charged and
the maximum interest rate. The lawsuit
also named as a defendant one of the

major finance companies that does
business with the rental industry,
claiming that it helped collect illegal
charges from rental customers. Naming
the finance company as a defendant is
more an example of looking for a deep
pocket to sue than evidence of any
wrongdoing on the part of the finance

company.
Several months after this decision

had been handed down, the AIG's of­
fice sent a letter to every rental dealer
in the state requesting a copy of their
rental agreements and other informa­
tion about how they did business. In the

press, the AIG's office indicated that it
was their intent to use the judge's opin­
ion in the Allentown case against all
other rental dealers in the state who
were calculating balloon payment pur-
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chase options like the dealer in that
case. Dealers got the AIG's letter in late

September 1986.

Dealers Find a Friendly
Forum

rental dealers were actively working
with members of the senate to try to get
reasonable rent-to-own legislation
introduced and passed through that

body.
Borrowing heavily from the recently

enacted legislation in New York state,
one of the more restrictive rent-to-own

statutes, dealers were able to line up
sponsors and, through the dedicated
efforts of the dealers and their lobbyists,
they were able to get a bill passed
through the senate in early 1988. This
bill was sent from the senate to the
house and landed in Laughlin's con­

sumer affairs committee.

With an antagonistic attorney
general's office, and an antagonistic
House committee on consumer affairs,
Pennsylvania rental dealers had few

friendly corners toward which to turn.

One forum that had indicated some

willingness to give the industry a fair

hearing was the state senate. During the
fall of 1986 and the spring of 1987, state

Train your employees to get RESULTS in
Sales, Delivery and Account Management

• Prepares the owner and/or key managers to conduct training in effective management and control
of customer situations in selling. delivery. and account management.

• Stresses professionalism and provides specific how-to ideas.

• Effectively trains new employees, updates experienced employees.

• Lets the employee progress at his or her own best pace under the manager's control.

• Improves consistency within the organization.

• Interacts well for one-on-one training or in small groups

• Contains reusable, long-lasting rnatertals=-manua!s. vi<i('os. administrator's matc-rlals.

• Includes handy flip charts for everyday use on the job

• Develops eager, responsible employees.

"How do you grow 549 accounts in six months without opening a new store or spending
<-1 fortune on advertismg? USC' the APHO t.earrung Power system! Since the implementa­
tion of the program we hClVC' had a drastic reduction in employee turnover ... BOH is
growing and so are our profits."
Burtdy Hi-Hite, Tarnpa, FloriciCl

Interested? CALL TODAY!

You can turn LC(1r11ing !'owcr
into c(1r11ing powe-r

2028 E. Ben White Blvd. Ste. 200

Austin, TX 78741

(512) 447-0333

APRO endorsedldeueloped by Rozanne Flarr. Inrroduced or rhe APRO rraining seminars held rhroughour rhe year.
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Ambushed
Based on the lawsuit, the adverse

publicity, and Laughlin's conclusions

concerning how the industry was being
run in Pennsylvania, he announced
that the bill sent from the senate was an

insufficient means of regulating the

industry, and that he would not hold

hearings on the senate bill. Instead,
what he was planning to do in secret

was to add a rider to a bill renewing
interest rates in the state which had to

pass both houses before March 1.
The law permitting lending institu­

tions to charge interest at all and at what
rates expires by its own terms every few

years. That forces the legislature to con­

sider interest rate levels every few years.
The interest rate ceiling was sched­

uled to expire March I, 1988, and there
was a push to renew the legislation
holding the interest rates at 18 percent.
The bill was essentially an amendment
to the GSISA and what Laughlin did to
the bill when it was in his committee
was to offer an amendment deleting
seven words from the definition of
installment contract: "for no other or a

nominal consideration ... :' The deletion
of these seven words from the defini­
tion had the effect of making any rental

agreement whereby the customer could
obtain ownership a credit sale under
the GSISA.

Once again, there were no hearings
held in either house on this amend­
ment. The amendment was not in print
until the week of February 22. It passed
both houses on Wednesday, February
24, and the governor signed it into law
on Friday, February 26, to become effec­
tive four days later.

That makes twice that the Pennsylva­
nia legislature has attempted to do away
with the rent-to-own industry in the
state without holding a public hearing
to ventilate both sides of the rent-to­
own issue. The second time they got it

right and were successful.
Rental dealers learned during the

week of February 22 that Laughlin was

going to try to end-run the senate with
a bill of his own, but could not stop him.
Once it became apparent that Laugh­
lin was going to be successful in gettin&
his bill passed, dealers called an emer­

gency meeting in Harrisburg on Friday,
February 26. Dealers at the meeting dis­
cussed the options available to them,
which were essentially two: comply
with all of the requirements of the
GSISA or remove the purchase option
from their contracts. It was quickly
decided that the second option was the

only viable one. Compliance with the
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Rent-to-Own
Prohibition

Is a Bad Law

Reprinted from the Public Opinion, Chambersburg, Pennsylvania
A system in which buyers routinely pay double for retail items �as bound to attract
the attention of consumer protection groups. Such a system IS the rent-to-own
program, na which a customer �astbe option of pur�

.

g an item after rentin;g
it for a perioi of time, usually '18 months.

The drawbacks of such a practice are obvious.
Should the customer opt to buy the big-ticket household item after the rental

period, the total cost is about twice the amount had the consumer paid cash or

financed it with a double-digit interest rate loan.
Also fairly obvious is that customers who purchase items in that fa�hior: are

those leastable to afford them: .those with low incomes /orRoor credit rat
So state 1

.

daters, with the best intentionsl pas that prohibits
companie charging more 8 percent int€

. anr?f their p'l1?
The new law effectively puts art ef\cl to the rent-to= practice.

Consumer advocates are absolutely right that rent-to-own costs customers more

than conventional ways ofbuying retail items. And certainly this is an appropri­
ate area for lawmakers to investigate and pass legislation.

But in this case, were customers being ripped-off in the classic sense of con­

sumer fraud? Not at all.
Rent-to-own may not be a bargla'

about th Hce.
And ass fig customers enten tnto agreements iteir eyes open,

is nothing unfair about it, either.
.

.. . .

Dave Ginley, general manager of RentAmerica on Lincoln Way East, told PUD­
lie Opinion that the 18 percent interest cap is not enough to cover the cost of a

rent-to-own agreement. So his facility, which is Franklin County's only rent-to­
own company! will discontinue the purchase option.

c

Ginley makes a convincing cas !'that the total purch. .

considerin mary costs such as e delivery and £;re mtenanc� of the it s.

The systei 0 otfered a degre Rexibility and (Q mer choIce.. .

Again, rent-to-own agreements ate not the best way to purchase expenSIve retail
items, especially for those who can least afford them .. We recogmze the draw­
backs and are not advocates of the practice.

However, that is a choice that should be left to individuals-not lawmakers.

Barring outright fraud, there was no reason for the heavy hand of government
to get involved.

Government has a duty to proteet unwary consumers born getting bilked by
unscruplt1lQi(\s�bu8iness practiICes�'Rent-to-own did Fl;�tJa'lI into that categ�:tjy.

The newlaw is misplaced pateI:nalism, and should be repealed.
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The reason after all that we offer a

purchase option is because ou� cus­

tomers want it. What happens In the

marketplace when there is no p�rchase
option? Do customers stop renting TVs
and appliances? The bet In Penn�ylva­
nia is that they do not. The hope IS that
the blame can be placed on the legisla­
tors in Harrisburg, where it properly
belongs, and that rental customers can

be heard to complain. If they make

enough noise, it is at least possible that
the legislature can be persuaded to

change its mind.
There is still pending in the house,

albeit in Laughlin's committee, the rent­
to-own bill that the senate recently
passed. It is not likely that Laughlin can

be shown the error of his ways. There
are, however, 23 other representatives
on thatcommittee, allofwhom, presum­
ably, will listen to their constituents.

.

The plan now is for dealers and their
customers to send a strong message to
those representatives from the market­

place that there is both a demand and
a need for a purchase option in the con­

sumer rental market. If that message
gets sent with enough force, it is pos�i­
ble that the committee can pressure ItS
chairman to let the senate bill move.

It will dearly be a long and arduous
road for the dealers in the state to get
the legislature to undo something t�at
it has already done. It is always easI�r
to stop bills from being passed than It

is to get bills amended after they have

PROGRESSIVE RENTALS!April-May 1988

He was of the opinion
that it was a misallocation
of resources to allow his
clients - the poor - to rent
color TVs and other
"luxurious" appliances at
all,

requirement of the GSISA was simply
not possible, and politically, removIng
the purchase option might have the
effect of getting some consumer sup­
port for responsible rent-to-own.legIs­
lation. At this point Pennsylvama ha�
nothing to lose. As a general prop�sI­
tion, dealers do not go around making
enemies. We seem to have enough as

it is naturally. But in Pennsylvania, after
the governor signed the bill putting
them out of the rent-to-own business,
dealers decided to play all of their cards.

Fighting Back

been passed. It is nonetheless �he most
viable option for Pennsylvama rental
dealers in the aftermath of these latest

developments.
It is too early as of this writing to tell

exactly what is going to happen next ex­

cept that all rental dealers in the state

changed rental agreements on March 1
and took out the purchase option.
Some dealers had petitions ready for

unhappy customers to sign in. their
stores. At least one dealer was gOIng to
have a telephone installed in his show­
room to allow customers to call their

representatives in Harrisburg to com­

plain about this latest effort to protect
consumers from themselves.

One of the issues that has plagued
rental dealers in the state over the past
couple of years has been some nan:e
calling and some failure to cooperate In

the overall legislative effort. It has been

easy to lay blame since the�e has been
one dealer in the state particularly un­

der fire in the courts. The legislature'S
latest action, however, has affected all
dealers in the state, and it is unfortunate
that it took a bill banning rent-to-own
to galvanize dealers into a truly organ-
ized body.

.

Pennsylvania is not the first state

where dealers have not gotten along
among themselves. Tennessee saw sim­
ilar problems, and other states have
seen political infighting among dealers,
although not to the extent as in those
two states.

To be sure, it might not have made any
difference in Pennsylvania. Laughlin
was able to take advantage of peculiar
circumstances in his state to get an anti­
rent-to-own law passed. He was able to
do so despite the best efforts of rental
dealers to stop him and in spite of a

balanced rent-to-own bill that had

already passed the state senate.
It does not help the industry's effort,

however, for us to present anything
other than a united front against our

opponents. The industry do.es not �ave
infinite resources with which to fight
these legislative battles, and ?is�ension
merely serves to reduce limited re­

sources even further.
PR

Edward L. Winn III is general counsel of
APRO and a frequent contributor to

PROGRESSIVE RENTALS.

DELIVERS PROFITS­
NOT HASSLE:

* Factory assembled- No K-D!

*Complete systems-one carton!

* A-year Customer Protection!
Will exhibit at these shows:

Rentex • Atlanta
May 13-15

Dallas • Market Hall
July 9-13

Atlanta • Apparel Mart

July 23-27
APRO • Las Vegas

August 3-7

For More Information Call
Jim Wood

(404) 992-5380

Welton/Techwood
2109 Luna Road

Carrollton, TX 75006
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ted a

they had to . That's wpy our

news is so exdting. For the very first
time we're otfering an entire line of
our innovative, full-featured TVs to the
rental market.

These are TVs worth watching.
They offer customers advances like a

flat screen, stereo sound, cable com-

rates In e ;m d li.1s
TVs this reliable spend a lot less

time in the shop and a lot more time
generating income. And you won't
have to pay an arm and a leg for them,
because all our TVs are competitively
priced.

Toshiba gives you something else



'g
ave to.wait fo(� Our, U.. factory

always .�,as a big inventory on hand, so Simone Hindelly 82 Totowa Road

you cari'count C9n a tastturnaround Wayne, NJ 07470 (201) 628-8000

on any order. You can also count on the Doug Jones 1401 Valwood Pkwy.
responsiveness of our sales reps. Carrollton, TX 75006 (214) 484-5808

Everything about Toshiba's rental Gary Whitney 19500 S. Vermont Ave.

program is terrific. It'll make your profits Torrance, CA 90502 (213) 770-3300

strictly hi-rise. David Prall 1885 Beaver Ridge Circle
For more information contact: Norcross, GA 30071 (404) 263-0369

In Touch with Tomorrow

TOSHIBA
Toshiba America, inc.. 82 Totowa Road, Wayne, NJ 07470



coat, safety-tempered glass doors, ad­

justable interior shelves and storage
room for records and tapes. Dimen­
sions: 45" x 23" x 16".

Suggested retail price: $269.95. For
more information, contact Bush Indus­
tries, One Mason Dr., Jamestown, NY
14702-0460, (800) 228-BUSH.

.

Soundesign is offering an RIA micro­
wave cart featuring a wine rack, stem­

ware holder, towel bar, spice rack, and

open and closed storage compart­
ments. Model WC21IMK has a scratch­
resistant, oak woodgrain finish and will
accommodatenearlyevery size counter­

height microwave oven. The cart meas­

ures 30%/1 high by 23%/1 wide by 18"

deep and has twin-wheel casters for

easy maneuverability.
Suggested retail price: $64.95. For

PRODUCT FOCUS

A compact, portable washer/dryer
combination is Whirlpool's latest addi­
tion to the market. The "Thin Twin"

laundry system is 24 inches wide and
can be installed inside a standard-size
closet. Features on Model LT5000XS in­
clude a self-balancing inner basket, a re­

movable transition panel, tilt-out con­

sole, six automatic cycles in the washer
and a "Dry-Miser" control on the dryer.
All connections on the unit (hoses,
drain, exhaust) can be made from the
front after the unit is in place.

Suggested retail price: $895. For more

information, contact Whirlpool Corp.,
Tom Kitchens, 2000 N. M-63, Benton

Harbor, MI49022, (616) 926-5000.
Welton/Techwood has a new Euro­

style audio/video combination available
to rental dealers. Model Tl401 BK is a

variation of a previous model and in­
cludes a 19-inch monitor style TV, an

AM-FM stereo, twin cassettes, phono,
and graphic equalizer. The unit comes

fully assembled with all electronics
mounted in place with two 8-inch woof­
ers and two 2-inch tweeters built into
the pedestal base of the cabinet. The
cabinet joints are held together with
both glue and wood screws and is fin­
ished in a black matte 7 mil vinyl. Model
Tl401 BK comes with a 4-year limited

warranty on parts and one year on labor

(including TV).
Suggested retail price: $572. For more

information, contact Jim Wood, (404)
992-5380 or write Welton/Techwood,
2109 Luna Rd., Dallas, TX 75006.

A popular model for Orleans Furni­
ture is a five-piece bedroom set (Model
8530) that includes a triple dresser, jew­
elry mirror, night table, mirrored book­
case headboard and a door chest. The
all-wood set comes in a high-gloss bur­
nished pecan finish or a light pecan fin­
ish. Features include built-in tulip lights
on the jewelry mirror and headboard,
brass-plated drawer pulls, and plank
and flower embossing on each unit.

Suggested retail price: $599. For more

information, contact Orleans Furniture,
PO. Box 867, Columbus, MS 39429, (601)
736-9002.

Available from Bush is a new audio
cabinet with solid oak construction.
Model A1665 features a softly shaped,
2lf2" thick oak frame, multilacquer top-
36

more information, contact Soundesign
Corp., Harborside Financial Center, Jer- !:5.
sey City, NJ 07302, (201) 434-1050.

Soundesign's latest audio rack sys-
tem features wireless remote control
and a built-in graphic equalizer. Model
5871BP5 also includes: dual cassette

deck; semi-automatic, two-speed turn­

table; amplifier/tuner; AM/FM stereo

receiver; two tower speakers; and cus­

tom-designed, walnut-finish cabinet.
The dual cassette deck records directly
from the tuner or from a CD, TV or

phone/auxiliary inputs, or live with

microphones. The unit measures 33%"
x 30lf2/1 x 14%/1.

Suggested retail price: $199.95. For
more information, contact Soundesign
Corp., Harborside Financial Center, Jer­
sey City, NJ 07302, (201) 434-1050.

Soundesign Model SC211MK
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LETTERS 1. Mark items in a way where num­

bers cannot be removed.
2. Include phone number on item so

we can call you to verify it.
3. Inform renters it is illegal to pawn

your merchandise until paid in full.
4. Give customer receipt clearly

showing payment in full.
S. Inform us of any customers you be­

lieve may be selling or pawning your
items.

6. You know your business better than
we do. Do anything you can to avoid

losing merchandise and let us know
what we can do.

help us both. Enclosed is a guideline we

think will help us to avoid taking in

pawn or buying merchandise that be­

longs to you.Music to Our Ears

BRIAN GINSBURG
President

Waco Pawn Brokers Association
Waco, TX

Here is the guideline Mr. Ginsburg included
in his letter. Although aimed specifically at
dealers in his area, the suggestions are valid
ones for all rent-to-own dealers. Waco Pawn
Brokers Association's mailing address is Po.
Box 1251, Waco, TX 76703-1251.

To PROGRESSIVE RENTALS:

After being an APRO member for six

years, and after reading everything that
comes our way in the way of rent-to­

own information, I must compliment
the staff on the current (February/
March) issue of PROGRESSIVE REN­
TALS. It is, without a doubt, the most

informative publication we have ever

received.

PERRY J. MCNEAL
President

Newtork Rental
Atlanta, GA

AT THE END OF THE TUNNEL­
WILL YOU HAVE REACHED YOUR GOAL?

Advice From a

Pawn Broker

TO PROGRESSIVE RENTALS:
RENT-TO-OWN

COMPUTKRUATIOM

In the past few months, Waco area

pawn brokers formed a local association
to unite us, help us work out our prob­
lems as a group, and to work with our

community to better everyone. We feel
we can accomplish more as one, rather
than as individuals.

One of the problems we have all had
in the past has been with taking mer­

chandise in pawn from individuals that
had rented it and did not own the items

outright. Police often picked up the
merchandise, returned it to the rental

agency, let the renter go free, and we

were out what we loaned. Or often you
were the victim, as an item was taken
in pawn or bought and if it was uniden­
tifiable, you were unable to locate it and
therefore lost it.

We do not like losing our money any­
more than you do. We would like to see

these circumstances come to an end.

Many rental stores label their items very
clearly, permanently, and with a phone
number on them. If we take in an item

clearly marked and do not call you to

verify ownership, we deserve to lose
our money. On the other hand, if the
item's markings have been removed or

were never marked, we would have no

way of knowing who actually owns the
item. Needless to say, we appreciate
your identification on the merchandise.

We, as the Waco Pawn Brokers Associ-
ation, would like to work with APRO
on this problem to avoid any further
incidents. Working together will surely
PROGRESSIVE RENTALS/April-May 1988

GROW WITH BORIS

$1495BORIS Store Front Manager

$1495BORIS Executive Manager

$995BORIS Horne Office

Complete Single Store BORIS Turn Key System $3340
(everything necessary to computerize a store)

• BORIS 640K IBM PC compatible computer with MS-DOS
• 20 megabyte hard disk drive
• Keyboard and Amber Monitor
• Printer
• Ready to run with full I-yeei: warranty
• BORIS Store Front Software-60 days telephone support

B.O.R.I.S., Inc.
1206 J. W. Davis Drive, Suite 105

Hammond, LA 70403

(504) 542·9011
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FURNITURE
continued from page 14

category, and it's truly been the down­
fall of some people. I see that mistake
over and over.

"Once dealers have gotten involved
in the business and understand it a lit­
tle better, then they can go to the facto­
ries. They can be more selective, they
have a better understanding, and they
have more clout. They speak more intel­

ligently about furniture, and they do
better that way, but when dealers are

first starting out it's a mistake to load up
from the factory:' says Herschman.

Speaking for the distribution firm of

Philip M. Bell, Alan Appel says, "We
don't let people buy the wrong product.
We're so experienced in the field that we

can direct the guy to what will work. At
least initially, he takes our advice almost
100 percent. Once he gets a better feel
for his customers and what they're look­

ing for, then he may individualize a lit­
tle bit."

Mike Root of Furniture Sales of Mid­
America also identifies the urge to buy
a truckload of furniture from a factory
as a problem for start-up companies.
"Although you may be paying a tad bit
more to purchase furniture from a dis­
tributor, the storage capability that they
have, and not tying up your dollars into
a lot of excess inventory really makes a

lot of sense. That is something worth

knowing when you're first getting into
the industry.

"There are definite benefits to work­

ing with a distributor. It all goes down
to the bottom line. You're going to have
to pay a distributor a little bit of a

markup to cover his expenses, but on

the other hand, you don't have storage
problems, and in storage you end up
with a lot more damage, a lot more

wear. You just end up with a lot more

problems if you have to store it, versus

allowing the distributor to store it and

you just pull it on an as-needed basis.
"The other advantage a distributor

offers for rent-to-own is that when

ordering from a factory, you're looking
at four, six, eight weeks for delivery, and
a distributor has all those items in stock
and can ship the next day if you need
it. That is really a tremendous advan­

tage, because if you run out on a par­
ticular item, you can just call a

distributor up and have it there the next

day. You don't miss a beat as far as your
business goes:'

Although the delivery times Root
cites are considered industry averages
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for factories, Ben Nielsen of Elegance
Furniture and Manufacturing reports
that his company caters to the special
needs of rent-to-own. Elegance delivers
in about two weeks for those in the rent­

to-own industry only. "In retail, the nor­

mal turnaround time is four to six
weeks. We have some special frames
that we make for rent-to-own, and
those we turn around in two weeks:'

The finer points of what
and how to buy can often
be passed along to
dealers by suppliers,
whether factory or
distributor,

Elegance also puts together packages
for dealers, combining tables and lamps
with its sofas and love seats, thus cut­

ting down the number of suppliers
from whom a dealer must order.

Gary Ferriman observes that he has
found the furniture industry overall
"much less organized than the elec­
tronics or appliance industry. When

you deal with GE or Frigidaire, or

Zenith or Quasar, what they tell you
pretty much comes true, a lot more so

than what I've seen so far in the furni­
ture industry.

"We've probably placed six different
orders with Plantation for living room

groups, and we're getting two-week

delivery with those guys, which is fan­
tastic. We're buying ten living room

suites at a time, but some of these com­

panies have promised us four to six
weeks and it's turned into eight or nine.
We had that with recliners, we had that
with another one of the living room

manufacturers we placed an order
with, it just kind of varies there.

"If that happened again where it goes
that length of time, I imagine that I
wouldn't order from them again, be­
cause that's too long:'

Ferriman believes that there "are a lot
of things more important than price" to

be considered in selecting a supplier.
"You've got to have merchandise that's
in demand, something that has a

decent look to it, something that's going
to be a durable item:' He also looks for

"quick delivery, availability, and ease of

working with somebody on damages.
"Quick delivery'S important because,

say somebody orders a suite and it
comes in with one piece damaged, if

you're getting shipments about every

Working out smooth
delivery becomes
essential when little or no

back-up stock is
available to fill orders,

two weeks and turning these goods,
you know that within two weeks you
can probably get them a replacement if
the factory offers to bring you another

piece for the bad one. In the case of a

manufacturer that you're only going to

order from every three or four months,
and it takes them seven to nine weeks
to deliver to you, the customer's going
to be without for a long time:'

Ron Payne agrees that slow delivery
can be a major problem, but with 65
stores he can't afford to be in short sup­
ply for long. "We have our own dis­

tributing company. We're able to

respond to most stores on a twice-a­
month basis; larger volume stores are

serviced once a week or every ten days.
We sometimes have delays and

problems.
"We're usually buying in truckloads,

so we're able to hit our target dates fairly
easily, but we've seen people who have
a great deal of difficulty with case

goods, for instance. If they don't buy
from a distributor, and they try to buy
the items direct, then they sometimes
are out four to six to eight weeks even,

getting delivery of six bedroom groups.
It's kind of hard to project that far out,
and the more stores you have the worse

it becomes:'
Denise Coleman reports good serv­

ice from suppliers. "Depending upon
the company, I can get upholstered
goods delivered as quickly as 10 days.
I pre-schedule, because we are a stock­

ing warehouse; I schedule shipments
in all the time. I have minimum inven­

tory for the warehouse.
"We do have to supply and you can

be as much as six weeks out on prod­
uct coming in. Bedrooms go by cut­

tings, or some dinette companies go by
a cutting, so you have to buy and pro­
gram in. The best way to do it is if they
can program it, because you can always
cancel programmed orders. There's

always somebody else there, but a lot
of people do not program because they
don't have the warehouse space.

"Bedroom manufacturers schedule

cuttings every so often, so if you know
a cutting's coming up and you want to

get your order in, and they have to

increase their cutting to fill your order,

_'
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For people who
make better living possible,

we've made tile best
insurance affordable.

they will:'
Coleman considers a supplier's flex­

ibility as important as "how quick they
can deliver, and what they're charging:'

Ferriman looks for another factor as

well, saying, "somebody who has as lit­
tle damages as possible, and who has
their own company trucks is very nice.
When somebody hires out their freight
to another company, that's somebody
that I look away from unless there's a

real good reason that I need their

product.
"I would rather buy from somebody

who has their own company trucks
because that way when Joe Smith, the
truck driver, delivers it and it's dam­

aged, I'm talking to the guy that works
for the company I'm buying from. Then
I can say, 'hey, Joe Smith was the driver
who brought this stuff, and it was ALL
messed up: That's one thing I consider

important :'

Stocking Capacity
Working out smooth delivery be­

comes essential when little or no back­

up stock is available to fill orders. "We

keep almost everything that we have on

Endorsed by

�"

the floor;' says Mike Lennon. "The store

started out half-store and half-ware­
house and it's gone to all floor space. We
have a real problem. That's why I said
if I was doing it again, I'd start with a

bigger store.

"We have to warehouse merchandise
at another location, so we have to buy
from someone who can get it to us

within a week, and we try to keep our

floor stocked pretty heavy:'
Larger operations may have central

warehouses to stock their various

stores, but as distributors point out,
they can serve as middleman ware­

housers for companies large and small.
Alan Appel says, "With our company,

the investment is very minimal because
all they have to do is put an item on the
floor, they don't have to carry any inven­

tory. We deliver every week to every one

of our dealers. What most dealers will
do is rent an item from the floor sam­

ple or out of our catalog, and they're
called every week and they order what

they want and it's there. So, very few
of our dealers have anything even in

back-up, unless it's something they
know from experience rents like crazy
and they need them on hand."

For a free, no obligation quote, call:

The Insurance Mart, Inc.

800-233-7075 (In Mississippi, 800-338-5513)

Association of

Progressive Rental Organizations

PROGRESSIVE RENTALS!April-May 1988

Optimum Floor Space
Al Dietz is one distributor who recog­

nizes that many dealers are shoehorn­

ing furniture onto their floors. "We
don't advise our customers on how
much floor space they should set aside
for furniture because every dealer's
showroom is different;' he says. "Most
of them are small, less than 1,000 total

square feet, so you might have a cou­

ple hundred square feet for furniture,
that's it.

"They probably need around 500

square feet so that they can display at

least a couple of 8x10 vignettes of
merchandise-to at least give them

space:'
If ideal conditions were available,

Alan Appel would suggest that dealers
allot a larger area for furniture. "To do
a proper display, with all the different

types of furniture from bedding to liv­

ing room to bedroom, I would say a

dealer needs 1,000 to 1,500 square feet.
This would be the optimum, obviously
not everybody can do that:'

Ron Payne recommends even more

floor space for furniture. "You have to

have some degree of selection involved

Underwritten by

TheTravelerSj'
You're better off under the Umbrella"

The Travelers Indemnity Company and its Affiliates

Hartford, Connecticut 06183
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Marketing Approachesfeet and we're able to give 700 of it to

furniture .""We don't advise our
customers on how much
floor space they should
set aside for furniture
because every dealer's
showroom is different,"

Once the merchandise arrives, what

types of promotions help insure its
rental? While some dealers merely
include furniture in the mix described
in their overall advertising, others take
a more targeted approach. In early
March, Denise Coleman had just fin­
ished planning an April promotion for
her company's 27 stores in Michigan
and Indiana.

"In April we have a special promotion
coming up, for sofa and love seat at

$14.95 a week, and with any two-piece
living room group they get a free pair
of lamps to use as long as they're rent­

ing the merchandise. We have done

promotions where customers get a five­

piece group made up of two ends and
a coffee table, and a free pair of lamps.
It's 'the use of' as long as they're rent­

ing, so it's not as if they can rent it for
two weeks and give it back, and keep
the stuff. We fully disclose that so there
is no confusion:'

Mike Lennon says, "In our advertis­

ing we do a great deal of direct mail. We

promote furniture and appliances as

leader items, since they seem to stay out

better. So if we run a flier we may offer

Investment Funds

Opinions also vary widely on how
much capital a dealer should put into

inventory, but most participants say
that one can enter the field on a shoe­

string. Although Gary Ferriman put
$15,000 into his first orders, he cites the
case of his dealer adviser friend who
started out with only floor samples, re­

ordering from whoever would agree to

ship a single piece to her when each one

rented. Other estimates for initial in­
vestment range from $1,500 to $20,000.

Viewing the market both as a distrib­
utor and as an investor in two rent-to­

own stores in Nebraska, Mike Root con­

siders selection an important factor in
that investment. "I'd say at a minimum

you're probably going to want to have
four or five living room sets on your
floor, a couple dinettes, a couple ofbed­
rooms sets, and then the ability to have
mattresses and box springs, of course.

So, you will need an investment in the

neighborhood of $11,000-$20,000 for in­
stock merchandise. It can go up consid­

erably from there:'

to be competitive. And that means that

you typically have to have about 3,000
square feet of show space, or more, and
that would mean that you are going to

probably end up increasing your idle
investment 50 percent by the time you
back it up:'

At Coleman Rentals' 27 stores, total
floor space ranges from 3,500 to 10,000
square feet. "We just wanted to be able
to offer more to the customer;' says
Coleman.

Mike Lennon takes another approach
to the question of floor space. "I think
that in a medium BOR store, the
amount of space devoted to furniture
needs to be higher than the BOR, just
because of the size of the item. Proba­

bly 900-1,000 square feet would be opti­
mum. Our store is about 1,400 square

WHY YOU SHOULD USE

Fab·U·Gard®
A Fluorochemical protector which repels alcohol, oil and

water based stains.

Does not attract dust, dirt, oil and grime like some

protectors.

Increases rental lite.

Faster and easier clean up of rental returns.

Fab-U-Gard ® Can Save You

Time, Hassle, and Money
WITH PROVEN RESULTS.

Associate Member

Call collect or write "for information and samples,

Fab·U·Gard ® • P.O. Box 39430 • Phoenix, Arizona 85069 • (602) 252-3991
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99 cents for the first week, or the first
week free. We make this offer on either
furniture or appliances."

C&H Rentals recently conducted a

saturation direct mail campaign and tel­
..

phone solitication "of people that we

knew;' with outstanding results.
"Our particular situation is a little

unique;' says Mike Lennon. "We've
/', almost doubled business in a little over

"

four months, but I think it's due to some

'" new personnel and new ideas we've

brought into the company. Also, I think
that you have to be aggressively after
business. You can sit and wait on it, and
survive for a while, but not forever. If

i{ you're going to grow, you have to go
after it, be aggressive:'

...

Al Dietz sees marketing as a weak-
ness for many dealers. ''Advertising is
one thing that a lot of people do not do
in this area [New England and upstate

,!, New York]. I'm referring to overall blan­
ket advertising on selling the company,

� or going with specifics on so much a

week per room. It's not really done that
well in this area, because it falls back on

the individual dealer who does not

have this expertise:'
None of the suppliers with whom we

talked offer co-op advertising, but East­
�

ern States Distributors is working on a

Opinions also vary widely
on how much capital a
dealer should put into
inventory but most
participants say that one
can enter the field on a

shoestring,

program to do color circulars with
dealers where Eastern will co-op some

of the cost. Others make available ad­

vertising slicks, color transparencies,
and color catalogs (Philip M. Bell in­
cludes color swatches for every item in
the catalog). Fraenkel Wholesale pro­
vides ideas for effective advertising.

Several dealers reported that apart­
ment rentals make up a portion of their
furniture BOR, but few pursue the mar­

ket with dedication, generally servic­

ing major local employers who have

brought in executives for short-term

assignments.
Shamrock Rentals does market to

apartments. Says Ron Payne, "I think

you have to be aware, especially in

metropolitan areas, that your APU is

probably 40 percent of what it is in RTO
if you go into apartment complexes,

WHO'S LEFT?

CASS SYSTEMS

because it is a little bit more upscale
market. You're really competing with
rent-to-rent companies like Aaron that
have a balloon on the end of the term.

"When you market anything, even

though you have slightly different ani­

mals, you don't always have a chance
to explain it all. You need to be aware

that the competition in rent-to-rent is

renting it on a monthly basis and some­

times for 60 percent or more less than

you're paying for it:'

Returns
A potential downfall can emerge in

handling return merchandise, if a deal­
er is not prepared for the refurbishing
it requires. Says Payne, "One of the

things I think the dealer has to address
is what he's going to do when he gets
furniture back. Is he going to have a

facility to clean it or reupholster it, or

are you just going to throw it away?
''Are you going to decrease your mar­

gins in your rental price so much to try
to compensate for those anticipated
problems? Are you going to be able to

train people to refinish and do the
woodwork and make it presentable to

be re-rented, or are you going to accept
a far lower APU when it goes out that
second and third time?"

Who supplies Store Rent To Own Software Systems that have been in use over

eight years?
Who's software operates on most major PC's and larger type computer hardware?

Who offers Corporate and Home Office software systems that communicate with
store systems at any location?

Who offers Systems for Corporate/Home Office use that track all inventory status
or all inventory and agreement status?

Who assists in planning the conversion and implementation of the computer
system?
Who assists in the hardware selection and configurations required (including
supplying the hardware)?
Who offers General Ledger, Payroll and Accounts Payable systems for corporate
use?

Who offers rent to own store Personnel Commission systems for corporate use?

WHO'S LEFT ????

17000 Dallas Parkway, Suite 126

Dallas, Texas 75248

(214) 931-5522
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After 4lf2 years of furniture rental,
Coleman Rentals has found answers to

those questions that work for them.

"Right now, when we do get merchan­
dise that has either been picked up or

has been a customer return, we clean
it. Then, based on its condition and
whether it's re-rentable, it goes back out

to our floor and the price is adjusted ac­

cording to its condition," says Denise
Coleman.

"If it is not re-rentable, we usually give
it to Goodwill, Salvation Army-a non­

profit organization that can actually use

the merchandise. I'd rather give it to

someone who can use it who's not go­
ing to turn around and make a buck on

it:'

Quality Choices

Quality of merchandise obviously af­
fects its condition upon return and the

possibility of re-renting. "We are up­
grading" was a frequentcomment made

by dealers, whether they are still at the
lower end or have always had more dur­
able selections.

As Ron Payne explains, "We're trying
to go just in the middle in terms of qual­
ity. Obviously the customer wants the

best-looking thing they can get for the

money. We try to see if it's substantially
made and will hold up, and will require
the minimum amount of maintenance
and rework when we get it back. In

upholstery, that's becoming more dif­
ficult to do because we used to have the
old ranch and wood arm groups and
the customers have gravitated away
from that, except in the most rural areas.

"So, it's hard to put just anything out

there and it will rent nowadays. People
have too many other rent stores they can

go to."

The Future

It appears certain that keeping up
with, or staying ahead of, one's compe­
titors will be the goal for every rent-to­
own dealer in the next five years. What
else lies ahead?

Ron Payne anticipates that furniture
will continue as an attractive item for
rent-to-own customers. "I see margins
getting a good deal lower in furniture,
and I see demand maybe staying level
and maybe increasing a little bit."

Al Dietz would like to see the furni­
ture market "going on the way it is;'
making everybody happy. "I would

hope that in five years furniture would
be tripled and even greater than that:'

Mike Lennon expects that the only
furniture stores selling furniture will be
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those with high-end merchandise, a

sentiment echoed by others such as

Mike Herschman.

Says Lennon, "I see the rental stores

getting more and more into furniture,
especially for middle income buyers
and on down. Rent-A-Center's ability to

buy will improve the situation for the
rental industry. I also see many of the

large chain stores competing with the
furniture chains. They're going to make
it better for everybody.

"Rent-to-own will not be such a closet

industry. I think the larger companies
are going to insist on a certain way of

doing business; they're going to insist
that their stores are neat and clean, and
that their people conduct themselves in
a professional manner. It's going to give
the whole industry a more professional
look to the customer."

Says Herschman, "Five years from
now I would not be surprised if the
rental industry was dominating low- to

low-medium-priced furniture sales.
The furniture stores are going to have
to sell better goods and they're going to

abandon lower-priced goods to the
rental market. I think rent-to-own
dealers are going to get an increasing
share of that market.

"Sales may even come into their pic­
ture in some degree. Some do it now

anyway, but it may not necessarily be

strictly rental. Sales will become an

increasing part of the picture for rent­

to-own dealers as furniture stores tend
to abandon that lower market;' says
Herschman.

Gary Ferriman is one of those dealers
who hopes to move more toward retail.
"I don't think we ever want to quit rent­

to-own, but just as our TV and appli­
ance business is more retail than it is
rent-to-own in dollar volume, we would
like to see our furniture business grow
into a retail business as well. It would
be nice to have 50-50 retail as well as

rent-to-own."
Mike Root believes that competition

will drive prices down, reducing
profits, 'but for those people who oper­
ate realistically there are always going
to be profits. Therefore, dealers that
aren't as well-managed aren't going to

be around:'
Ben Nielsen expects to "see people

break away from things like packaging
as they've been doing before, and go to

individual pieces. In the past, you got
a living room and that was it. You
couldn't rent a sofa and a chair

separately from a sofa and a love seat.
"There are a lot of changes going on,

a lot of maturity. I think the day will
come when furniture for some dealers
will be as big as appliances. I think you'll
see some companies specializing in fur­
niture, and renting by the piece rather
than by the package. In other words,
taking the rent-to-rent concept and

applying it to the rent-to-own

philosophy."
PR

Susan K. Elliott is a Texas-based freelance
writer, and a regular contributor to
PROGRESSIVE RENTALS.

MESSAGE
continued from page 16

ing that victory than the legislature
passed a rental inventory tax on them.
New York dealers, after a bitter strug­
gle in 1985 to get rental-purchase legis­
lation with price controls in it, saw their

opponents try to further restrict pricing
the very next year.

One important point to recognize is
that with the notable exception of Penn­

sylvania notwithstanding, rental deal­
ers organized at the state level have been
able to accomplish great things. Rental
dealers have gotten fair and reasonable

rental-purchase legislation passed in 13
states in less than three years. That
shows great political instincts at the
state level and a willingness to get in­
volved in the process.

Getting rent-to-own legislation is im­

portant. In unregulated states, there is
no more important task that dealers as

a group can undertake. But after that
fact, there remain important issues.

Rent-to-own legislation doesn't do

away with the need to find and hire

loyal and honest employees. There are

bills pending which, if passed, will
make employee testing difficult if not

impossible. It would be a shame to win
the rent-to-own battle in a state and sit :

idly by while the legislature either taxes

you out of your business or saddles you
with so many unnecessary rules that

your business becomes unprofitable.
It takes relatively little effort to keep

a state association alive. The rewards of
such an effort just might be to keep the

government out of your cash register.

EDWARD L. WINN III
APRO General Counsel
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COMMITMENT TO THE RENTAL INDUSTRY
McDonnell Douglas Finance Corporation, providing financial services to industries worldwide for
20 years, now offers long term solutions to your financing needs.

EXPERIENCE OF STAFF
With more than 65 years cumulative experience in the lending business and more than 30 years in
rental financing, McDonnell Douglas Finance Corporation is staffed with true Rental Professionals.

INSIGHT
Years of experience, gained in effective customer service through the economic cycles of two

decades, back our ability to structure rental financing programs to meet the needs of today and allow
you to reach your goals for tomorrow.

Call Bruce Mettner or Dick Wall, (913) 661-9234 before you make your next rental finance decision.
McDonnell Douglas Finance Corporation, 10901 Lowell, Overland Park, KS 66210.

NlCDONNELL DOUGLAS

EXPERIENCE

COMMITMENT
INSIGHT



nology and Group Services; Whirlpool
Parts and Service; financial subsidiary
Whirlpool Acceptance Corp.; Inglis
Ltd., a Canadian appliances subsidiary;
Whirlpool Kitchens Inc.; and the Inter­
national Development Group, which
will develop new world markets for

Whirlpool.
American Video Association (AVA)

is converting from a privately owned

corporation to a dealer-owned non­

profit buying co-op and trade associa­
tion.IohnPower, who was the organizer
and owner of AVA, based in Mesa, Ari­

zona, will remain as president of the as-

sociation, which claims 3,000 members.
TDK is raising the wholesale price of

its videotape jumbo rolls, pancakes and
finished goods. The increase, amount­

ing to approximately 15 to 20 percent,
becomes effective with May 1 ship­
ments. VHS-C and 8mm cassettes will
not be affected. The continuing decline
of the dollar relative to the yen was cited
as cause for the adjustment in whole­
sale pricing. According to a company
spokesman, dealer price increases for
video products will probably occur in
late Mayor early June, depending on

inventories.

INDUSTRY NEWS

Curtis Mathes, is expanding in a big
way into the rental market. Larry Ran­

dolph, vice president of franchise

development for the Texas-based com­

pany, announced that Curtis Mathes is

implementing a new rental focus store

as part of its franchise system. The new

store will carry the Curtis Mathes name

and will be merchandised to the rental
customer with Curtis Mathes electron­
ics, plus appliances and furniture. The

company is offering the rental focus
store to its current franchisee base ini­

tially as a means for expansion. Later
this year, the franchise will be available
to outside prospects.

GE and Whirlpool are fighting it out

on two fronts for the right to purchase
Roper, the old-line maker of kitchen

ranges. Whirlpool sued GE in mid­

March, alleging that GE interfered with

Whirlpool's definitive agreement to buy
Roper. That was followed by two GE
lawsuits seeking to stop the Whirlpool/
Roper deal. Both are also waging a bid­

ding war for Roper's stock, with GE's
offer of $54 a share or $507 million top­
ping Whirlpool's earlier offer of $50 a

share or $470 million. Whirlpool con­

tends that a Whirlpool/Roper merger
would be pro-competitive because it
would result in a Roper full line that
would compete against GE's Hotpoint
label. GE's lawsuit seeks an injunction
against the Whirlpool/Roper agree­
ment and asks that Roper management
negotiate directly with GE.

In the meantime, Whirlpool has res­

tructured its operation into seven

decentralized business units. Most will
be based in or near Whirlpool's head­

quarters in Benton Harbor, Michigan.
Corporate officers called the reorgani­
zation, which went into effect March 1,
a necessary step for making Whirlpool
competitive in the global appliance
market. The restructuring includes
three brand-focused units - the Whirl­

pool Appliance Group, the KitchenAid

Appliance Group, and the Kenmore

Appliance Group - plus the new Tech-
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Harley-Davidson

Thomas again puts its best foot forward
in creating a product line exclusively for
the rental industry.

The look is new, bold, high tech.
Features include:
• 20, 50, 70 and 100 watt systems
• Audio/video compatible systems
• Monitor style remote control

TV/VCR combinations
But what may be even better than what you
see is what you don't see in these systems:
• A longer, 36-month warranty
• Prepaid freight

Thomas Corporation
122 Tices Lane
E. Brunswick, NJ 08816

Call toll free for information: 800-524-0160

A·�·
Associate Member

Double Video

Rack System

Nostalgic Electronic Furniture



It all comes out in the wash.
can set-u your customers with an

OYi· ry was er and dryer. you get
them on track with Speed Queen's Marathon
side-by-side pair, _givmg them the best f?atures
money can rent. Coin laund de ndability.

rge c acuv. asy
installation. ont servueability. an

optional 24-month extended warranty.
Speed Queen. Fewer returns from your
customers. Greater returns ryou. tact

� M at eed een C a11)J,
.0. Box 99� Ripon, 54971- 90

(414) 748--31L1.

Speed Oueen
A Raytheon Company


