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Where can you find ALL of
the qualities you need for

w effective computer manage­
... ment of your rent-to-own

business? r:tracs offers the
correct answer. Our team

studied and researched the
.. challenges of automating the

rental industry for 7 years be­
fore offering our system to

�
the marketplace. We devel­

��;- oped the solutions for RlD
..... computerization. The r:tracs

.. system provides the most

technically advanced system
.

� for RlD operators.
�v
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Computing Power
Reporting Flexibility

• Excellent Service and
Support

D. All of the above

Check out the company that has ALL the qualities that you seek in a computer
management system.
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(512) 255·5284
280 W Bagdad, Suite Seven
Round Rock, Texas 78664The technically excellent alternative.
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MASTERPIECE TELEVISION VS.
ORDINARY COLOR Tv.

THE DIFFERENCE IS
BLACK AND �C=ODI]l�D

The solid state chassis utilizes advanced
integrated circuitry for the special wide
frequency band (7 to 8MHz ... compared to a

standard 3 to 4M Hz) needed to make the most
of the high resolution Blacktron tube. That, and
a high resolution comb filter, actually enhances
picture transmission before it reaches the tube.

Completing the Masterpiece picture is a

special Super VHS jack. Unlike other home
video formats, Super VHS separates the black
and white from the color portion of the video

picture. The result is the virtual
elimination of common interference;

images are razor sharp.
The fi nal touches to every
Masterpiece television set
include an integral MTS
stereo sound with dbx*™
noise reduction system, a

comprehensive on-screen

display menu of remote
control features and a full
30 month warranty.

To find out how profit­
ably you can sell, or even

rent, the Masterpiece Series
of television receivers,
call us.

Conventional television picture tube. The Masterpiece Blacktron Picture tube.
265 - 330 lines of resolution. 560 lines of resolution.

These are resolution charts. Engineers use

them to evaluate a television set's most im­
portant feature: picture quality. It's quite a test.
A test our Masterpiece high resolution television
sets pass with high grades.
Here's why:

Our exclusive Blacktron
picture tube gives you
pictures of exceptional
brightness, contrast, and
clarity... thanks to 560 lines
of resolution! The square
tube and low overscanning
circuitry provides up to 20%
more picture area than ordin­
ary picture tubes. A special
invar screen masking, nor­

mally used in sophisticated
studio monitors, insures a

sharper, more detailed picture. • dbx is a registered trademark of dbx, Inc.

There are 6 models in the Masterpiece Series;
20" to 30" screens. The 27" Masterpiece 2770 CPX with high gloss

black lacquered cabinet is shown here. Picture simulated.

SEE THE DIFFERENCE
�terpiece Television

I

The most beautiful television pictures in the world.

OTATUNIi
Tatung Company of America, Inc., 2850 EI Presidio Street, Long Beach, CA 90810

In California: (213) 979-7055, Ext. 257 Outside California: (800) 421-2929, Ext. 257



PRESIDENT'S VIEW

The Winds of Change

You have a new writer for this column because Charles Stuckey has chosen
to take a new direction with his life. I am sure you all join me in wishing him
the best in his new venture.

The executive committee is meeting as I write this to screen applicants for the

job, so I can offer no insight at this time on who will replace Charles as executive
director. Ed Winn III is filling the slot pro tern.

APRO has taken quite a large step these last few years in identifying its role
as a true national association, so our new director must possess a background
in being able to handle all the complex issues that a rapid growth industry in
rather turbulent times must address. As soon as we find that person, we will
make you aware of it and give you all the details of their background.

Your Board members are still working hard not only to support the LDIF state

meetings but also the growth in membership. We intend to earn your respect
through our efforts to provide you more information and services.

I hope that each of you get the opportunity some day to visit with members
of the APRO headquarters staff or, better yet, visit the headquarters in Austin.

Many of you may have some idea they work in palatial surroundings in a very
high rent office. That is not the case. The rent is $2300 a month. The offices are

small but adequate for current needs, the office equipment barely adequate at

our present size and services.
The best part of all is the staff's attitude. These people truly want to help you,

they want to give you better service, they want to know what services you want

APRO to provide.
Only with that attitude on their part and the Board's part can we expect each

of you to go out and get one new member to join APRO this year. Please make
a note to contact one new member candidate and sell them on APRO as a respon­
sible association working to provide a vehicle to get legislation passed, seminars
to help us all be more professional and thus successful, and the provider of many
other valuable services.

The staff looks forward to seeing as many of you as possible at the Atlanta Fur­
niture Market January 28 through February 1. Be sure to see your brochure showing
the seminars and special areas to watch. One special event is a Lee Greenwood
concert, free! We have hotel rooms reserved at a discount rate with free transpor­
tation to the Market Center, a hospitality suite, and more. (See page 28 for
more details.)

And just wait until you see what we've done to make the Washington D.C. con­

vention more affordable and enjoyable as a vacation/convention site for you and

your family.
APRO is here for you, please use us and support us.

R. L. (Dick) Grauel

APRO President
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WHEN YOUIlJOKFOR A COMPUTER FOR YOUR BUSINESS,
DONTJUST IlJOKAT COMPUTERS. • •

LOOKliTSOLUTIONS!
• Rent To Own

v: • Video Tape Rental
• Retail Point of Sale
• Time and Attendance

Payroll Management
• Financial Accounting

WE DO IT AL.L.!

• Hardware
• Software

'"'
• Support
• On Site Installation

and Training

1·800·334·5224
In Texas Call:

512-851-8709 (Collect)

RSSS PROVIDES ALL HARDWARE,
SOFTWARE AND SUPPORT

RENTAL AND SALES
SOFTWARE SYSTEMS

• Complete Rent To Own Management
System

• Complete Retail Point of Sale Control
• Complete Video Tape Rental

Management
• Time and Attendance Payroll

Management
• Complete Financial Accounting

"'0
f �;_. -

'n.use/f�::: Since-
f

-y. 1979
:::.I\rN�

RENTAL & SALES RSSS-SOFTWARE SYSTEMS ...
457 Robert Drive • Corpus Christi, Texas 78412

Les Feldser
President

INSTALLATION AND TRAINING
AT YOUR LOCATION



MESSAGE

Reaching Our Custoillers

I have seen it twice now-once in The
Wall Street Journal and once on "60
Minutes" two weeks ago-that 20 per­
cent or more of American households
have no banking relationship-no
checking or savings account. I must say
that the figure astounded me.

Mike Wallace used the figure at the
American Bankers' Association Con­
vention in Hawaii to flay that industry
as being unresponsive to a large seg­
ment of the population. My heart went

out to the bankers, as it does to any
group that incurs the wrath of the press.
But as a rent-to-own lawyer, my spirits
soared because all of those people­
roughly 30 million American house­
holds-are all potential rent-to-own

customers.

You see, I already knew from U.S.
labor Department Statistics that 55 per­
cent of the work-force is being paid
weekly. Together those numbers mean

tens of millions of Americans are get­
ting paid on Friday and living out of the
cash in their jeans until the next Friday.
They are probably spending all they
earn, maybe more, since they have no

convenient mechanism for saving.
Not surprisingly, they want the same

things that everybody else wants. They
see the same ads and have essentially
the same "hot buttons" as the rest of us.

What they don't have is ready cash in
amounts sufficient to pay for major
household purchases.

They mayor may not have credit.

They may be self-disciplined and pay
their bills on time, but they can't list a

bank reference on a credit application.
Even when they do have credit, a large
down payment of $200-300 may play
havoc with their weekly budgets.

So what should these people do? The

people who have anointed themselves
as their champions-this country's
"consumer advocates" -argue that

these people should simply do with­
out. Their thinking is that there should
be laws about how these people spend
their money, which laws would exclude

renting TVs. With such laws on the
books, these people would presumably
dress better, eat better, spend money on

books or education in some form, and
live altogether better, more productive,
and happier lives.

We, of course, know better. We know
that even if these people couldn't rent

TVs, they would spend all of their mon­

ey, and not on things that the social

engineers would label suitable expen­
ditures. They would pay rent, eat the
foods they were raised on. and proba­
bly as much fast food as the money al­
lowed, and spend money on the other
necessities of modern 20th century life.

Anything extra, they would fritter away.
We think that they ought to rent TVs,

appliances, stereos, VCRs, furniture, or

whatever else their hearts desire. We do
not think for a moment that if they
couldn't rent a nice big color TV, for

example, they would necessarily go
spend that money on vegetables or in

any way be happier people. In fact, if
the consumer advocates were to talk to

a rental customer with a houseful of

young kids, the customer would likely
say that but for the nice big color Tv, her
life would be a lot unhappier-vege­
tables be damned.

This is the debate that has raged for

years, and will not go away soon.

What concerns me about the statistics

quoted is whether the rent-to-own

industry has attracted all of the cus­

tomers it can, and I am sure that it has
not. There is still a perception in many
markets that the business is somehow

unsavory, and that keeps a lot of peo­
ple from our doors who would other­
wise be ideal rental customers.

We have come a long way but have

a long way to go. I suspect that we

will have some rent-to-own marketing
breakthroughs in the months ahead. I
know people who are already looking
hard at how this industry has presented
itself to the public over the years. There
is common agreement that more can be
done.

Nor is the industry limited by any
stretch to the bottom 20 percent of the
economic ladder. IBM, Xerox, and every
other major supplier of business equip­
ment offer lease-purchase plans with
success to all of their customers, many
of whom could write checks for copiers
and fax machines if they chose.

.

It is our challenge as an industry to

explain the program better than we

have done to date. It is an easy thing to

criticize the industry and make it look
unattractive. "100 percent interest" is

damning criticism, and although mani­

festly untrue, the explanation is more

complicated than the attack.

They are out there, our rental cus­

tomers, at least 30 million of them.

Many have been misled about the pro­
gram. There may even be a few who
have never heard of the concept, al­

though I don't know where they are. I
cannot help but think if we touched
those people in ways they haven't been
touched, more of them would come

visit our stores.
If we could get them in the store, most

of us think we could sign them up for
some product. I think all the time about
how to make that happen. I assume

that's what you are thinking about, too.

EDWARD L. WINN III r

APRO General Counsel
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It's a major hike. Because in addition to our line of
tabletop TVs, we're now offering rentals in three of the
market's fastest growing categories: consoles, micro­
waves and VCRs.

They've got all kinds of high-end features including
something not many rentals can offer. One of the

lowest repair rates in the electronics industry.
So call one of our rental sales offices below for more

information. Once Toshiba .

rentals occupy more space
In Touch WIth Tomorrow

in your store, you'll be sign- TOSHIBA
Ing a lot of new leases. Toshiba America, Inc, 82 Totowa Road, Wayne, NJ 07470

A·PR:J NE (201) 628-8000, MW (312) 541-9400, W (213) 770-3300, SE (404) 263-0369, SW (214) 484-5808.
Associate Member



LEGAL

An Open LeHer

By James D. Walker Jr.

The following is an open letter to the
National Consumer Law Center, NCLC

Reports, 11 Beacon Street, Boston, Mas­
sachusetts, in response to information that

appeared in that newsletter. - Editor

follows: ... An agreement that complies
with this article is not a retail installment
sales contract, agreement or obligation as

defined in this chapter or a security interest
as defined in subdivision thirty-seven ofsec­

tion 1-201 of the uniform commercial code.
To those who might be unfamiliar

with the mechanics of a rent-to-own

contract, you should explain that there
is no obligation between the dealer and
the customer beyond the immediate

weekly or monthly rental term. While

you have correctly noted the existence
of certain remedies available to debtors
as to their creditors, you have failed to

fully inform your readers as to the cri­
teria by which one becomes a creditor.
[Elcan Investments Inc. vs. Kirk, 187 Ga.

App. 676 (1988).] To occupy such a

status, one must be owed an enforce­
able debt obligation.

You have failed to note for your
readers that a rental dealer has no right
to require the debtor to do anything
more than to return the property at the
end of the immediate weekly or month­

ly rental term. To keep the property
beyond that term is a matter within the
sole discretion of the customer. Only in
the case where the customer retains the

property beyond the term does the
rental dealer acquire any creditor status.
That status is strictly limited to the

period during which the debtor retains
the goods without renewing the rental

agreement. Such a circumstance is anal­

ogous to the holdover tenant in real
estate law.

If you must equip your
readers to mindlessly

charge this nest, it is only
fair that you should warn

them of the pitfalls they
can expect.

Dear SIrs:
In your recent issue of the National

Consumer Law Center Reports, Vol­
ume 7, July/August 1988, you suggest to

your readers that the "Bankruptcy
Court may be an excellent forum for
consumer advocates seeking a remedy
for some of the worst abuses of the rent­

to-own industry:'
In your article you instruct your

readers to note that the automatic stay
in bankruptcy prevents "harassment
... of delinquent debtors:' You cor­

rectly point out that rent-to-own prop­
erty in possession of the debtor be­
comes property of the estate upon filing
bankruptcy. Equally correct is your
notation of the remedies available for a

willful violation of the automatic stay.
In equipping your readers to do bat­

tle in this forum, you have warned that
the "creditor" is likely to argue that the
lease agreement is an executory contract

and that the debtor's remedies are lim­
ited to assuming or rejecting that con­

tract according to its terms. You urge
that the reader should argue instead
that the contract creates a secured debt

giving rise to numerous remedies for
the adjustment of such debts. You cor­

rectly note that a debtor in a Chapter 7

bankruptcy can redeem property from

10

a secured creditor by payment of the
fair market value of the property in
cash. You have correctly noted that a

debtor in bankruptcy in a Chapter 13
case has the right to modify a creditor's

rights, cure a default, and limit the cred­
itor's secured claim to the value of the
collate'ral.

You owe it to your readers to supply
them with more current information.
These issues have been debated and
resolved in most jurisdictions. It is true
that rental dealers are likely to argue
that rent-to-own transactions are exec­

utory contracts because they have been
so construed by several prominent
bankruptcy authorities. [In re Huffman,
63 B.R. 737 (Bkrtcy. N.D. Ga. 1986) and
In re Armstrong, 4 B.R. 94 (Bkrtcy. W.O.
Tex. 1986).]

The legislatures of 18 states have

adopted laws proposing to regulate this

industry and, in many cases, specifi­
cally negating the idea that these trans­

actions are disguised credit sales. For

example, the law in New York provides
in Chapter 41, Art. 11, Section 500.6 as continued on page 12
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CALL CHRYSLER FIRST WHOLESALE CREDIT FOR INVENTORY FINANCINCi.
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? Call1-800-FINANCE to reach the
office nearest you. Or write: Mr. Bud Llewellyn, Vice
President, Sales and Marketing, Chrysler FirstWhole­
sale Credit, 1105 Hamilton Street,Allentown, PA 18101.

��CHRYSLER
� FIRST

Wholesale Credit Inc.

WE FINANCE LIFE'S OPPORTUNITIES�M
We Finance Life's Opportunities is a service mark of Chrysler First Inc.



continued from page 10

If you wanted to be helpful, you
might cite the unpublished decision of
the Sixth Circuit in the Puckett case. [In
re Puckett, No. 87-5398 (6th Cir. 1988).]
It is the most significant decision in sup­
port of your view. It is understandable
that you might choose to avoid the cita­
tion of that case since its facts are readily
distinguishable from the typical rent-to­

own transaction. It is unlikely that any
of your readers will encounter a situa­
tion where the facts of the transaction
are analogous to the Puckett case.

To provide any truly meaningful help
to your readers, you should explain to

them how they carry the secured trans­

action argument to its logical conclu­
sion. Lawyers who have followed your
line of reasoning have had difficulty
explaining to judges how the provisions
of the Uniform Commercial Code at

9-504 can be construed in the event of

a foreclosure of the alleged creditor's

security position. To what account must

the proceeds from the sale of the goods
be applied? The debtor has not chosen
to renew the contract. Consequently, he
has no debt to which the proceeds from
the sale might be applied. Such an

application is necessary in order to

determine whether the debtor is en­

titled to the refund or, instead, the cred­
itor is entitled to a deficiency claim.

Following your advice could prove to be

embarrassing if your reader appears
before a judge who might be otherwise
inclined to accept your argument.

These arguments have been resolved

by most of the courts and legislatures
in this country. It is irresponsible of you
to send your faithful readers tilting at

these imaginary windmills. They have

every right to believe that your sugges­
tions are tested and proven and not just
worn-out fragments of your stubborn

IN-STORE
PROMOTIONAL ITEMS

PROMOTE YOUR PRODUCTS IN THE STORE.

WHERE IT COUNTS THE MOST..

Form TC-B-RTO �enJ $ /Week

� �, y&
-

{(}2MIi - YG- Own,J mrn LlMonth

TENT SIGNS AND PRODUCT TAGS: Tent Signs Scrren

Printed in Red and Blue on White Stock. Available in 2 sizes and

8 promotional statements. Tags available in two sizes featuring
"Monthly" or "Managers" Specials.

For More Information or a 40 Page Catalog of Rental

Forms for Rental Dealers Call or Write:

SAF. WRITE 1209 South Ridgewood Avenue

ORMS & SYSTEMS Daytona Beach, Florida 32014

TOLL FREE Natl: (800) 292-3676 PIa: (800) 521-3676

We

Haoe
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opposition to this worthwhile industry.
If you must equip your readers to

mindlessly charge this nest, it is only ff�

fair that you should warn them of the
�­

pitfalls they can expect. In addition to

the various decisions that have finally 'v.,

renounced your "ideas;' there is also to

be considered Bankruptcy Rule 9011
and Rule 11 of the Federal Rules of Civil
Procedure.

As you are most surely aware, these
two rules prohibit the advancement of
a legal position that is not warranted by
existing law or proposed in good faith
for the modification of existing law.
These rules also prohibit lawyers from

using litigation to harass another party,
to cause delay, or to increase the cost of

litigation. Both rules provide for sane- <'<

tions in the case of a violation of the
rule.

You have suggested that the

Bankruptcy Court might be available to �

prevent "harassment:' Certainly you
will be very likely to define harassment
as the effort of a rental dealer to recover

possession of his property in the case

where the debtor chooses to discon­
tinue the making of payments.

If, instead, the court is inclined to

construe that activity as a legitimate
undertaking that is consistent with the

agreement between the respective par­
ties, your bankruptcy petition and the
use of the automatic stay you have en­

couraged is very likely to be construed
as nothing more than an effort to cause

delay to the rental dealer in the exercise
of its rights under the rent-to-own

agreement. Surely you will want to

advise your readers as to the hazards
that are attendant to the suggestions �

you have advanced in your publication.

Editor's Note: LEGAL is a regularly
featured column written by James D. Walker

Jr., of Surrett, Walker, Creson & Colley, for 4s
rental dealers with legal questions. Please

address questions for this column to James �

D. Walker Jr., Surrett, Walker, Creson &
/�

Colley, Box 1497, August, GA 30903.



Magic Chef® and Admiral ,JJ
Profitable Appliances for
the Rent·to·Own Market.
• A full line of major home appliances with exclusive

features at competitive pricing.
• Dependable factory-direct distribution nationally,

either in bulk from our major supply centers, or in
smaller quantities via 60 cross dock warehouses.

• Maycor-our national parts and service organization .

• National advertising support reaching your customers.

For more information, contact:
Odie A. Lindsey
Magic Chef, Inc.
740 King Edward Avenue
Cleveland, TN 37311
(615) 472-3371



store than people who actually shop.
The non-shoppers are important to you
because if one suddenly needs a tele­
vision set, stereo or appliance, he will
think of you first. Your advertising must

do two things-increase your share of
mind and maintain, or improve, your
share of market.

Advertising is communicating, and is

only one aspect of a successful rent-to­

own store. A good ad may bring a cus­

tomer to the store, but if you do not have
stock on hand, or ifyour salespeople are

not well trained, he will not place an

order; your ad is wasted.
First you have to ask yourself: Who

am I trying to reach? Then you have to

ask: How can they be contacted?

Through newspapers? Television?
Radio? By mail or in person? Ifyou want

to reach working men and women, for

example, you don't run your TV com­

mercials during weekdays.
Finally you ask: How does what I

offer meet their needs and desires?
How can I speak to the interests of my
audience? Are they primarily interested
in price? Or in weekly payments? Or in

helpful salespeople? Or in a complete
continued on page 16

ADVERTISING

How to Get More Bang
From Your Advertising Buck

Planning is everything when it comes to promotion

By N. Jack Rice

Advertising is simply salesmanship
multiplied. An advertisement tries to

get somebody to rent or buy something
... to spend money in your store. You
attract the customer's attention, tell him
what you have to offer, and cause him
to come to your store. It is salesmanship
multiplied because you do it on a mass

basis, with your selling message, multi­

plied by the printing press, radio or tele­
vision. And while advertising is more

art than science, there are techniques
you can learn to improve your ads.

Why Advertise At All?
The question is not should you adver­

tise, but how should you advertise?
Consider one definition of advertising:
to call favorable attention to your
organization and what you have to

offer.
If your market were small enough

that everyone knew you personally, and
if you had no competition, word of
mouth and your reputation might be

enough to bring everyone to you.
Unfortunately, few rent-to-own stores

stand so alone.

14

Advertising tells people
who you are and . . . how

you are changing to meet

their needs.

And even if they did, the market is

constantly changing. Loyal customers

move away or die; new people move

into town; people's needs and interests

change. Advertising tells people who

you are and, through the merchandise

you advertise, how you are changing to

meet their needs.

Advertising's Obiectives
Your advertising has two objectives:
• obtain a share of mind-the people

who prefer your store to others offering
similar merchandise;

• obtain a share of market-the peo­
ple who actually do business in your
store.

At anyone time, obviously, there are

more people who prefer to shop at your
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continued from page 14

merchandise selection? You target your
audience when you know what it wants

and you know how you can satisfy
those wants.

Studies show that roughly 20 percent
of the people in the rent-to-own mar­

ket will never come to your store.

Another 20 percent are ready to do busi­

ness with you now, and almost any
effective advertising willpull them into

your store. The remaining 60 percent
are not ready right now, but will be in

the next few months. You want your ad
to reach these people, to gain share of

mind, so that when they are ready, they
think of you.

Many people believe there is no real
difference between products or stores.

Advertising can make that difference.
It can also:

• Increase store traffic.
• Acquaint customers with new

products or brands or both.
• Promote special events.
• Keep the business's name before

the public.
• Tell customers about special serv-

ices you offer.
• Introduce new employees.
• Tie in with a national promotion.
• Improve cash flow.

• Give special data on products or

services.

Seasonal Business
PaHems

When customers are ready to rent,
ask them to rent. The most effective

advertising (that which produces the
most results or profits) offers customers

what they want when they want it.

You target your audience
when you know what it

wants and you know how

you can satisfy those
wants.

Since people rent according to dearly
predictable patterns, you can set up an

advertising program in which you sup­
port every opportunity with the adver­

tising it deserves. In other words, you
should spend more of your advertising
dollar during the better business
months and not try to spend it evenly
throughout the year. This is the first

TRIB
The Rental Industry Buying Group

Now Over 500 Stores
TRIB stands for "The Rental Industry Buying" Group. With over 500 stores

nationwide, TRIB provides its members with 'chain store' buying power,
enabling us to combine lower prices with personal service. This means better

quality merchandise & more value for our preferred customer.

"We joined TRIB because we felt it was the best way for an independent
dealer to successfully compete with the major chains ... We get so much
more than justgreatpricing. We also get new marketing and merchandising
ideas as well as new product categories."

!!NOTICE!! PLAN NOW TO ATTEND!
TRIB GROUP 4TH ANNUAL BUYING CONVENTION '89

MARCH 17-19, 1989
THE WESTIN LENOX HOTEL, ATLANTA, GEORGIA

For more information contact

John Blair
TRIB Group
3783 Presidential Parkway. NE
Suite 113
Atlanta. Georgia 30340

(404) 451-4302

"TRIB + YOU -

- PROFITS"
16

-Oan Trudell
Laser Rents & Sells

�O\JSTR), lJu:\.." �

���. 1-C'
I· �

Woi . 0
� C
I- NATIONWIDE ORGANIZATION -e

Member Owned/Member Operated

step toward developing an advertising
plan.

When properly applied, an orga­
nized advertising plan will help you to:

• Buy merchandise in advance.
• Alert everyone in the store to the

plan.
• Create better, more effective ads

and commercials.
• Set up displays well before the ad

breaks.
• Develop a step-up strategy.
• Have related items and impulse

items displayed with the advertised

specials.
• Price everything.
• Make better media buys.

More Advertising?

Keep the following factors in mind
when you plan your advertising
budget:

• Stores in less favorable locations
need more advertising than those in

high traffic locations.
• Stores that are new or expanding

need more advertising.
• Stores that have strong competitors

usually need more advertising.
• Stores stressing price appeal

usually promote more heavily than
those stressing service or luxury.

• Special dates and events offer addi­
tional promotional opportunities-an
anniversary, a new store opening, a

change in management and the like.

Obviously, you still have to decide
what to advertise each month and
where to run the ads. Your goal is

always the same-offer customers what

they want when they want it.
PR

N. Jack Rice is senior consultant with the
Percon Group, a national organization of
trainers and speakers. His broad range of
experience in retailing and association work
includes chairing NARDA:s Institute of
Management and serving the National
Retail Hardware Association as director of
education and member services.

What you have to say is

important to us ...

Write to the Editor,
PROGRESSIVE RENTALS

2028 E. Ben White Ste. 200

Austin, TX 78741 �

..�
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But that's just the beginning. We
also offer quick delivery and a national
service network to stand behind our

products.
So choose the company that gives

you a choice. Philips.
For the dealer or distributor nearest

you, call Ken Gay at 615-521-4711.

©1988 A Division of North American Philips Corporation

AUDIO· VIDEO
MAGNAVOXSYLVANIA

A choice of these nationally advertised
brands, Sylvania, Magnavox, Philco,
from a worldwide leader in consumer

electronics: Philips.
In addition to quality portable and

console televisions, you get state-of-the­
art camcorders, VCRs, projection TVs
and audio products.

Philips Consumer Electronics Company



CONTROLLING
The Video Markel

You have to push the right buttons

By Susan K. Elliott

Ever since the early 1950s, when
President Eisenhower delayed an ad- '­

dress to the nation rather than compete
with America's favorite television pro­
gram, "I Love Lucy;' television has had
a profound influence on America's
social and buying habits. Three and a

half decades later, television still

occupies a major position in our lives
and constitutes a staple item for most

rent-to-own dealers.

High tech innovations have relent­

lessly changed the faces of the televi­
sions available today, enhancing them
with stereo, wide screens, remote con­

trol, and the ability to control one's own

programming through videocassette
recorders and pre-recorded movies­

improvements that keep Americans

coming back to try the newest models.

Among the dealers we contacted for
this article, television as a percentage of
their overall BOR ranged from 25 to 50

percent and most reported their rentals
in this category holding steady or show­

ing only modest increases as compared
to a year ago. Better promotional cam­

paigns and general tightening of busi­
ness procedures boosted revenues for
others by as much as 25 percent during
1988.

Harold Hutchins, president of four
American Rent to Own stores in Florida
and Georgia, notes that his rentals of

portable TVs are about the same, while 'b-

.�
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Television has had a profound influence on America's
social and buying habits. It occupies a major

position in our lives and constitutes a staple item for
most rent-to-own dealers.

customer interest in larger consoles and
25-inch sets has declined. He attributes
this shift to the appeal of newer type
cube styling for portables and says,
"The way people are setting up things
in their homes, they're not going after
the large TVs as a major piece of fur­
niture anymore:'

Hutchins hopes to see a turnaround
in this trend because, he says, 'We need
the business on the larger units, simply
to raise our average dollar per unit. In
other words, if we go strictly with the
portables and try to promote those
because they're selling best, then our

average dollar per unit is going to

decrease, so we definitely need to do
:r some promotion on the larger TVs.

"I think what we are going to do is
merchandise more heavily the 25-inch
cube with stand, or the 25-inch por­
tables and 25-inch stereos (meaning
25-,26-, and 27-inch models). In other
words, get away from the traditional

styling console TVs and go to the more

. high-tech styling;' says Hutchins.

Promotion Helped
One of the dealers who did increase

TV rentals during 1988, Frank Felty,
attributes his 25 percent increase to

added emphasis on promoting televi­
sions and videocassette recorders. Pres­
ident of Tel-Star Enterprises, which
owns 18 stores in Virginia and Tennes­
see, Felty says, "We've pulled in our

horns here:'
The company has targeted "any loose

ends;' and "watched our advertising
dollars real close:' Felty also credits
advice he has received at various APRO
seminars for making "a world of dif­
ference. To me it's been a major help in

tightening up and not foolishly wasting
advertising dollars. We zeroed in on a

few basic things that have really sky­
rocketed for us:'

Specifically, he found suggestions for

advertising at certain times of the day
and month as being most helpful.

Most Profitable Mix

Mississippi dealer Deborah Carpen­
ter, co-owner with her husband Don of
three Paine Carpenter Rental stores, has
been taking a reverse trend in her main
store in Natchez-diminishing em­

phasis on video equipment to boost

appliance rentals.
'We make more money on appliances

than we do on TVs;' says Carpenter.
"We have more service calls and more

service on TVs and VCRs than we do on

laundry equipment. We've begun to fig­
ure out over the past year that appli­
ances are much more cost effective for
us than are electronics products, so we

try to push them more at this store. If

you came into this store you would
think automatically that you were in an

appliance store. Appliances are our

bread and butter:'
Nonetheless, her two smaller stores

contain video movie departments with
3,000 titles each and complete selections
of televisions and VCRs, a balance that

Carpenter plans to continue.

Most Popular Models
In the "most likely to be rented" cate­

gory, dealers named their 19- or 20-inch
televisions with remote control, renting
at $9.50 to $16 a week, or perhaps $58
a month. Only one dealer said that a

25-inch, non-remote console is his
stores' most popular unit.

Frank Felty says he rents "more non­

remotes than remotes. It's very odd,
because everybody I talk to in the

industry has more remotes, but we rent

more non-remotes. Don't ask me why.
We put in remotes, and they go out the
door, but we rent the non-remotes 2 to

lover remotes:'

Keeping Up With
Remotes

Other dealers reported popularity of
remote control TVs ranging from 70 to

PROGRESSIVE RENTALSlDecember 1988-January 1989

100 percent, and have come to accept
the problems associated with retrieving
the devices. Says Harold Hutchins, 'We
don't get them back all the time. I think
it's about 75 percent the driver's fault.
We're not quite to the point, but we've

emphasized to our drivers over and
over that we're going to start making
them responsible for a portion of the
cost if they don't pick up the remote:'

On the subject of remote controls, Ray
Peel, owner of 10 Color Vision Rental

System stores in a 150-mile radius of
Abilene, Texas, says, "We've taken steps
to fix problems with getting remotes

back, but we haven't fixed it. We've had
account managers pay for them, which
didn't work, and we've never done any­
thing that's really been successful.

"Our account managers never had
the money to pay for them with;' says
Peel, half joking.

Deborah Carpenter, on the other
hand, has taken several approaches to

ensure more control over in-store han­

dling of remote control devices and
related materials, as well as their
ultimate return.

"We etch the remotes as well as the
TV sets with the unit number. We make

copies of the instruction booklets for
customers and have a file where we

keep originals of every instruction book
we've ever received in case the customer

comes in (and they do) and says, "Gee,
I've lost this booklet:' In a plastic bag,
we put the remote and all the items that
come with it. On the person's card, we

write down everything they have got­
ten. When we go to do a turn-in, we

check these items off, and if they are not

in there, we do try to charge them back
to the customer. And I do emphasize
try:'

Although Carpenter reports a few

problems with remote controls, she

says, "Recently, people have spilled
things in them and that is obvious
abuse, which is spelled out in the
contract so it is charged back to the
customer:'
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In the Bag
If customers have trouble keeping up

with the remotes, stores can have the
same problem, without a little bit of

planning. "For every TV and VCR that
we have," says Carpenter, "there is a

plastic bag that contains the remote con­

trol, the instruction booklet, the opera­
tions manual, and whatever else came

in there, such as splitters. The bags
hang on a little bulletin board in the

parts section of the store with tacks on

it and the number of the VCR unit writ­
ten on the front of each one. The ser­

vicemen know to go there and pick up
that bag before they deliver the unit:'

VCRs
If televisions are being rented,

videocassette recorders can usually be
found nearby. Kimley Barker, owner of
two Rite-Way stores in central Texas,
opened his first store in early 1986. VCR
rentals make an important contribution
to his profits, even though they tend to

20

Advice from APRO
seminars "has made a

world of difference"
for Frank Felty.

come back more often than anything
else he rents.

'We have everyone sign a rent-to-own

contract;' says Barker, "even if someone

comes in and wants a movie for the
weekend and a VCR for a week. The

biggest part of the time they'll come

back and keep paying on it:' His VCRs
rent for about $10 a week.

Lloyd Taylor, owner of 14 Affordable
Rent to Own locations headquartered
in Oregon, sees a slowdown in VCR
rentals compared to two years ago, but
still garners a constant 20 percent of his
BaR from the machines. "I think the
market's more saturated. I think 80 per­
cent of all homes now have VCRs in

them, so it's just like microwaves:'

Specials, and movie rentals in his older

locations, still boost Taylor'S VCR
rentals.

He also offers rent-to-own contracts

exclusively, offering customers three
different models for a monthly rate: a

rental return or lower-end Sharp unit
at $29.95; a more elaborate three-head

Quasar machine with 38-function re­

mote control, $39.95; and a four-head
stereo model at $49.95.

DiHerent Fee Structures
Harold Hutchins solves the problem

of early returns on VCRs by requiring
customers to pay one month's rent

before they can convert to weekly
payments. "We have to do that because
otherwise people would rent a VCR for
a week and turn it in, and we can't make

money like that:' A popular model with
his southern customers would be either
a GE, RCA, or Zenith four-head, cable­

ready model with remote control for $15
a week or $55 a month, including tax.

VCRs make up 14 percent of Hut­
chins' BaR, which he would like to see
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'�fter delivering 97
units in the first 16 days

I'm glad I made the
move to Rent City!"

- Bill Rhodes, New Rent City Franchisee

The New Way To Go In RTO
122 W. Carpenter Freeway, Suite 501

Irving, Texas 75039

Early this fall, Bill Rhodes converted two of his stores to

Rent City, in Augusta and Waynesboro, Georgia. November
is the first month under the new banner. How is it working?

"Phenomenal! In 16 days we delivered 97 units in our

Augusta store, and 22 in Waynesboro."

Was Rent City's advertising effective?

"It really pulled! We ran no ads in Waynesboro, which
is on the edge of the market. Yet we still delivered 22
units there, just on the strength of the TV we ran in

Augusta. That should tell you how hard-hitting Rent

City advertising really is! Business continues to be very
strong, and a significant improvement over previous
levels. In fact we have doubled our deliveries over

last month."

And, why did Bill choose Rent City?

"They've put together the most complete package of
services in the business, at the lowest cost. Their in­
store merchandising programs are terrific - ideas no

one else has even thought of! They've given my stores a

bright new look that customers like. And their training
seminars are the best I've seen!"

Rent City offers a total plan to increase your customer

base, reduce delinquencies and boost your BOR -:- just as

we're doing for Bill Rhodes and a growing number of

independent RTO dealers.

For additional information, call Rent City today at

(214) 541-2696
Or see us at the following shows:

Atlanta Furniture Show, January 27-31
RENTEX, Atlanta, February 16-18
NARQA, Dallas, March 27-30



Popularity of home entertainment
centers, also called A-V (audio-video)
centers, varies widely among dealers

surveyed. Lloyd Taylor's northwest
customers respond well to Affordable
Rent to Own's promotions for televi­
sion, stereo, and VCR in one cabinet.
Harold Hutchins' Florida and Georgia
customers appreciate the ability to run

, stereo sound through the television and
VCR.

Other dealers express reluctance to

put so much merchandise in the hands
of one customer. As Deborah Carpenter
explains, "Of course, RTO is famous for
no credit checks and you rent to every
warm body who walks through the
door-almost. I am not willing to risk
a TV, a VCR, a stereo to somebody that

PROGRESSIVE RENTALSlDecember 1988-January 1989

�
increase. "I'm never satisfied with any
BOR;' he says, and plans to boost the

figure by offering more television-VCR
combination specials.

Frank Felty permits one-week rentals
in his Virginia and Tennessee stores and

- finds VCRs strong in all of his stores.

Competition has recently forced him to

drop his price from $14.65 to $9.95, mid­

way in a field of local prices that now

go as low as $7.95 and as high as $10.95.
"We don't like it;' he says, but saw no

other choice.
"We're getting a bigger and bigger

customer base because we constantly
are buying more VCRs;' says Felty.
"Most people just keep coming back
and getting them. The majority of your
customers really intend on renting
them to own, but for some reason they
turn them back in:'

Deborah Carpenter offers daily,
weekly, and weekend prices for VCRs,
but finds that the number of units she
needs to keep on hand in each store is

dropping. ''At one time that was a very
lucrative business, because a lot of peo­
ple didn't have VCRs. I once had 15
units in each store. I now have 10 units,
and that's really too many; five would
be adequate:'
:l She is not concerned that VCR busi­
ness will vanish, however, saying,
"Even though a lot of people have them,
people are getting a second VCR, and

, also, their first one is starting to wear
,

out. Home videos are here to stay. To

get everybody out and take the kids to

the movie is not only a big ordeal, it's

expensive. If I'm not renting VCRs, I'm

going to be renting laser disc machines
or something:'

A-V Centers

I don't know, or somebody that I might
know but has bad credit. Even some of
our better customers have a tendency
to get into financial trouble.

"That's just a very expensive item
when you start putting three different
units and then you buy the cabinet;'
says Carpenter. "I'm a gambler, but I like
the cards stacked in my favor. I don't
mind gambling one unit, but three
units on somebody I don't know, I just
don't do that:'

Going to the Movies
Dealers large and small have given

careful consideration to the question of
whether they should join the video
movie marketers, and for most, timing
has been the most important factor.

Donald Drown notes that in Fremont,
Ohio, a town of roughly 25,000 people,
the number of video outlets has dou­
bled in the past few years. There was

already too much competition, and
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NOW I'VE GOT IT ALL �

nOli "
Thomson Consumer Electronics, Inc.



RCAANDGE.• • •

One great brand can be a tremendous drawing card for
your rental business. Just think of what two great brands can

'" do for you!
With RCA and GE you'll have the widest range of products
and price points to be found in the industry. We feature such
"most wanted" products as:

Top Brand TV's· Your customers can choose from an exten­
sive line of state-of-the-art products with a complete selec­
tion of screen sizes and features.

�
Quality Performance VCR's There are over two dozen
RCA and GE VCR models ranging from economy to full­
featured products.

. Solid State Camcorders We have a vast range of
cameras and camcorders all easy-to-use, yet filled with

I advanced features.

Innovative Audio Products Also available is a wide selec­
tion of GE radios, cassette recorders and personal entertain­
ment products.

, And there's more ...

"

Efficient Service Every RCA and GE consumer electronics
product is backed by a nationwide sales and distribution
network designed especially for you and your business.

For further information on the RCA and GE rental lines, send in
this coupon to:

Thomson Consumer Electronics, Inc.
Rental Division
P. O. Box 11009
Indianapolis, IN 4,,201

We will send you our full-line catalogs.

YES I am interested in receiving more information on the
RCA and GE rental lines.

Name

Address

City State
_

ZipCode Phone No.
_



APRO SPECIAL REPORT

Consultant Available
For Wage-Hour Problems
New seroice benefits APRO members

Wage-hour and equal employment
problems are a serious concern for rent­

to-own businesses. Dealers know labor

laws can be complicated and that stay­
ing within government regulations can

be a difficult task.
But help is on the way. APRO is offer­

ing a new service to members that will

ease this burden considerably. Mem­

bers may now use the services of Harry
Weisbrod Associates Inc., a specialized
business consulting firm in Dallas.

Harry Weisbrod, president of the firm,
has many years of experience in labor

relations, wage-hour, and equal em­

ployment problems. He was a seminar

presenter at the APRO '88 Convention

in Las Vegas and has presented other
seminars for the association in the past.

Weisbrod is available free of charge for

telephone consultation on problems
related to wage-hour or equal employ­
ment opportunity regulations. He is

also available, at a reduced fee, for

representing members in EEOC or

Wage-Hour investigations and for con­

sultation at their businesses.

26

Members may write to him or call:

Harry Weisbrod Associates Inc., 10300
N. Central Expressway, Suite 350 Bldg.
V, Dallas, TX 75231, (214) 373-0435.

A newsletter published periodically
by Weisbrod is also available at no

charge to APRO members. Copies may
be obtained by calling or writing Kayte
Bean, Director of Member Services, at

the APRO office in Austin.
Weisbrod founded his firm in 1968

after working 18 years for the Wage­
Hour Division of the U.S. Department
of Labor. As a CPA and former auditor

for the IRS, he is aware of how IRS regu­
lations affect wage-hour concerns.

His experience also includes negoti­
ation. He serves as a labor arbitrator, as

a member of the National Panel of

Arbitrators, the Public Employment
Disputes Settlement Panel of the
American Arbitration Association, and

is on the panel ofFederal Mediation and
Contractor Services. Weisbrod is the

author of five books.
An excerpt from one of his newslet­

ters appears on the facing page.

Weisbrod
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APRO SPECIAL REPORT

APRO and Furniture

Together in Atlanta
It's a first for the rent-to-own industry

By David Timmons
Two seminars planned for the rent-to-own industry

during the Atlanta Winter Furniture Market

will be open to the trade with a discounted rate for

APRO members. Other events are scheduled

exclusively for Association members.

Renting furniture is becoming a big­
ger and more important part of the rent­

to-own industry every year. No longer
is it just appliances and electronics that

generate profits. Many dealers are mak­

ing room on their floor for furniture
because they realize the market is out

there and they would be smart to take

advantage of it.
But being the relatively new-kid-on­

the-block, furniture rental has raised a

lot of questions. Where is the best place
to buy it? What style rents better than
others? How much inventory should
there be? How much money will need
to be invested? What do you do about

wear and tear if it's returned? Maybe
these questions and many others have
crossed your mind, but you didn't really
know where to get the answers. Well,
not to worry. Have we got a deal for you.

All you have to do is attend the At­

lanta Winter Furniture Market, Janu­
ary 28-February 1. APRO will be there
for the first time to help guide you
through this well-attended annual
event.

Not only will you have the opportu­
nity to study the ins and outs of furni­
ture for rent-to-own, you can learn
about commitment from one of the
rental industry greats, Chuck Sims.

28

Kick off your stay by coming to

Atlanta Friday evening, January 27.

APRO will have a cold drink waiting for

you in the Monte Carlo Room of the
Market Center between 7 and 9 p.m.
Sponsored by Voyager Insurance and
the Atlanta Market Center, it will be a

good opportunity to meet old friends
and make some new ones.

A hospitality suite, sponsored by
Rent City of Irving, Texas, will also be

open Saturday, Sunday, and Monday
nights at APRO's headquarters hotel,
the Wyndham Garden, from 9 until
11 p.m. so you can unwind from the.

day's activities.
.

A free shuttle is available between the

Wyndham and the Market Center for
all APRO attendees, so you don't have

to worry about transportation. Running
a round trip at least six times a day, the

13-passenger van allows you to avoid

heavy traffic and costly taxi fares.
But time is running out to reserve

your room, so please act quickly. APRO

needs to have your reservations no later
than Tuesday, December 27. Fill out the

registration form mailed to you recently
and send it to APRO headquarters, not

to the hotel. You may also faxyour form
to us if you're using a credit card. Our
fax number is (512) 447-0687 or you can

call us at (512) 447-0333. We will need a

credit card number to guarantee your
room, but a deposit is not necessary.

After December 27, we won't be able
to guarantee you'll have a nice, comfort­
able room waiting for you when you
arrive. You'll be stuck with whatever is

available, if anything. So why not make

your reservations now, while you're
thinking about it.

Special Seminars
Once you get to the convention, you

won't have to look for anything
meaningful to do. In addition to all the
beautiful furniture displays for you to

see during your five-day stay, APRO
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has arranged two seminars designed to

give you information you can take
home and actually use in your day-to­
day operations.

Charles D. (Chuck) Sims will open
your eyes Monday morning from 9 until
noon when he holds a seminar entitled,
"How to Develop Commitment for an

Organization: Identify-Create-and
Results of Creating Commitment:'
Sims is well-qualified to speak on such
a topic, having over 25 years' experience
in the rental business. He is a former
president of APRO and is the founder
of Remco Enterprises where he is cur­

rently chairman of the board. Remco
now has 150 company-owned and fran­
chise stores throughout the United
States.

In Sims's seminar, you will learn such
things as: what commitment is; what

process a person goes through to
become committed; what to recognize
when creating commitment; what to
look for when hiring; how to monitor
results after creating commitment; and
more. You won't want to miss hearing
this excellent speaker and for $25 for
members ($50 non-members) you'll be

getting valuable information you can't

get anywhere else.
The other seminar, "Everything You

Have Always Wanted to Know About
Furniture;' will be held from 9 a.m.

until noon Tuesday. A panel of experts,

The headquarters hotel for APRO at the Atlanta Winter Furniture Market is just a shuttle
ride awayfrom the Market Center and a 25-minute drive from HartsfieldAirport. A hospi­
tality suite will be open at the hotel three nights during the event.

advance, no later than january 23. Fill
out and return the registrationform you
received the latter part of November
and be sure to include your check or

credit card number. Make checks pay­
able to APRO.

Charles D. (Chuck) Sims
will open your eyes
Monday morning

when he holds a seminar
on organizational

commitment. Special Concert
After spending three days working,

hard, going to seminars, and looking at
furniture, you may be ready for a little
entertainment. Well, just head on down
to the Atrium Theater at the Apparel
Mart at 6:30 Monday night. Lee Green­
wood will put on a two-hour concert

you won't soon forget. Greenwood is a

television and concert star who will be
remembered for one of his biggest hits, ,

"God Bless the U.S.A:' Best of all, this
is a free concert and APRO members
will have a section reserved just for
them.

Most of these details are contained in
the brochure mailed to members No­
vember 15. But if you have any ques­
tions, call the APRO office at (512)
447-0333. This will be an informative,
exciting meeting and will really help
you run a better business. See you in
Atlanta.

including three members of the APRO
board, will involve you in a lively ques­
tion and answer forum. Peg Canter,
vice-president of Buyers Services and
the Atlanta Market Center, will act as

moderator. Other members of the panel
include: B.C. Wampler, president of
Pulaski Furniture and chairman of the
board of governors of the Home Fur­

nishings Industry; Jeff Holmes, presi­
dent of Singer Furniture; Bill Boyenton,
president of Lehigh Furniture Com­
pany; and Gary Taylor, vice-president
of sales, Hart's Manufacturing.

There's probably no question you
could ask that these people haven't
already faced at one time or another, so

be sure to attend. Prices are the same
as Sims's seminar. And by the way, each
seminar is preceded by coffee and
donuts at 8:30 a.m.

APRO must have your registration
and payment for each seminar in

PR

David Timmons is the new PROGRESSIVE
RENTALS advertising manager.
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APRO SPECIAL REPORT

APRO Publications
Have New Ad Manager

Newest member of the APRO staff is

Advertising Manager David Timmons.

An experienced advertising profes­
sional, Timmons will handle advertis-

Timmons

30

ing sales for PROGRESSIVE RENTALS,
Whds Who In Rent-To-Own, and the
Convention Show Guide.

"Dave is a welcome addition to the

staff;' said Editor Frances Knight in

making the announcement. "We are

fortunate to have someone of his back­

ground and capabilities, and I know he
will be an excellent representative for
our publications:'

A 1976 graduate of the University of

Texas, with a bachelor's degree in jour­
nalism, Timmons came to Austin in

1960 when he enlisted in the air force.
He was born in Wabash, Indiana, but
was raised in Defiance, Ohio.

Timmons put in a short stint as a pur­
chasing agent for an Austin electronics
firm and as a disc jockey for two local
radio stations after his air force tour of

duty.
After graduation from UT, he joined

the staff of the Austin American­

Statesman as a sales representative in the

advertising department. Quickly
becoming the top producer on the staff,
he was soon promoted to major
accounts representative and then, two

years later, to retail sales manager. Part

of his duties in this position included

supervising a staff of 30 sales reps, hold­

ing sales training seminars, speaking to

schools and other groups on newspa­
per advertising, and calling on major
advertisers at their corporate headquar­
ters throughout the United States.

From there, Timmons was promoted
to advertising director of the Longview
News/Journal in Longview, Texas, where
he lived for two years. While working
for the newspaper, he was also respon­
sible for editing copy in special sections.
And at one point he edited an associa­

tion magazine on a part-time basis.
With 11 years' experience in the

advertising/journalism field, Timmons

comes to APRO well-qualified and

ready to do an outstanding job. "I'm

really excited about working with what

I can tell is a dynamic organization;' he
said. "I'm reading all I can about the
rent-to-own industry and I can hardly
wait to meet these folks in person. I'm

going to work closely with dealers and

suppliers to make sure this magazine
helps their businesses run more effi­

ciently and more profitably:'
Timmons replaces Samantha Sipo­

wicz, who has moved to the Chicago
area.
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with many rent-to-own companies) is

viewed as risky and your past record
short or erratic, a worthwhile deal may
be very difficult and next to impossible
for a beginning business.

Commercial Finance
Companies

These companies provide another
route for rent-to-own entrepreneurs.
The cost of funds is higher than banks
and collateral is always required in the
form of first liens against assets fi­
nanced and personal guarantees. But

they are aggressive lenders and will
lend even to troubled companies. Their
renewable credit arrangements provide
more capital as your asset base
increases.

The chief drawback is high rates of
interest, usually 4 to 5 percent floating
above prime. Quick repayments of
advances are required and if trouble

occurs, these companies will move

rapidly to liquidate their demand

obligations.

FINANCES

Alternative Financing
Taking a Look at What's Available

By Edward D. Wilson

"How can I grow?" "How do I keep
growing?"

Those questions are never far from
the mind of even the greenest of en­

trepreneurs. If he has been successful

getting his business out of the blocks
and has cleared the first hurdles with­
out a major fall, his eyes are looking
down the track. He knows where he
wants to go and he knows how. But he
needs money to get there.

The search for capital is unending.
For the new business it may be the

single largest factor. For the established,
reducing excessive debt load or min­

imizing vulnerability to interest rate

swings may be desirable, as well as

entirely new strategies to maintain and
increase growth.

Here we'll explore some of the more

common ways a business owner can

raise capital, along with their benefits
and limitations. Later articles will focus
in detail on each of these alternatives.

Public OHerings of
Securities

Without a doubt, "going public" or

the first interstate sale of securities is the
most complex way for a growing busi­
ness to raise capital, but it can be the
most rewarding. If your company has
certain characteristics you should con­

sider it. Investment bankers consider
annual revenues of $5 million to $10
million a minimum. Management must

be experienced and sound. Your track
record should be clearly documented.
Annual growth of 20 percent or more

and the strong potential to maintain
and increase it is commonly assumed,
unless the expectation of explosive
growth is warranted.
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"Going public" or the
first interstate sale of
securities is the most

complex way for a growing
business to raise capital ...

There are many advantages. The pro­
ceeds of an offering are usually un­

restricted. By using the company stock
in the form of compensation plans, you
can attract and retain key employees.
Offerings also increase your financial
alternatives. The company's net worth
increases and your borrowing capa­
bilities are improved. If things go well,
a second offering can be used to raise
additional capital. Also, if your strategy
is growth by acquisitions, stock can be
used with no additional debt.

There can be disadvantages. A com­

pany in the public eye feels pressure to

maintain consistently rising quarterly
profits and this can disrupt or delay
long-term goals. Executive salaries,
competitive positions and much else
are a matter of public record. There are

expenses also. Typically 7 to 10 percent
of the total offering proceeds go to the
underwriter and out-of-pocket ex­

penses range from $100,000 to $500,000.
Finally, the owner may risk losing con­

trol of the business he has built.

Local/Regional
Commercial Banks

It is necessary to maintain a relation­

ship with one or more area banks, but
it is unlikely they will be good sources

for expansion capital. While they can

provide low-cost finance they are risk
averse.

No matter how positive the outlook
for your company, if the business (as

Venture Capitalists
Venture capitalists offer an avenue of

raising expansion monies, particularly
for companies whose businesses are

seen as high risk enterprises or who
don't yet have an established track rec­

ord. The price for assuming such risk

may be a sizable equity stake in your
company. Almost always the company
will be expected to go public within a

five-year time frame to allow for liquida­
tion of all or part of the venture capital­
ist's holdings.

Typically, these firms closely monitor
the performance of the business, but
this is not necessarily negative since

they are strongly business oriented and
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For people who
makebetter living possible,

we've made the best
insurance affordable.

can be a valuable source of counsel to

help solve problems. They range in size
from private individuals who may pro­
vide $100,000 or more to institutionally
based firms capable of contributing $50
million to $100 million.

Small Business
Investment Companies

SBICs are hybrid organizations­
usually private corporations with par­
tial funding from the Small Business
Administration. Again, only fast grow­
ing companies who anticipate going
public need apply.

SBICs can provide capital in the
$100,000 to $1 million range, but usually
on the lower end of the scale. They will

usually be flexible in the arrangement
of vehicles from straight debt to straight
equity, and various hybrid securities
such as convertibles with warrants to

buy attached are common. Maturity of
debt is regulated to five years and the
interest rate is fixed.

They also can be useful sources of

management advice and usually re­

quire some form of direct participation
such as a seat on your board. However,
since they are prohibited from taking a

Association of

Progressive Rental Organizations

For a new business or an

established one, the
search for growth capital

is unending.

controlling interest by the SBA, there is
little danger of your losing control.

Exempt Public OHerings
There are three types of security offer­

ings exempt from the registration
requirements of the Securities Act of
1933.
Private Placement of Securities allow
the business owner to raise from
$500,000 to $5 million within a one-year
period. The method of sale, the number
and type of investors, and resale are

strictly controlled.

Unregistered Public Offerings provide
for offerings of up to $1.5 million in a

one-year period, without restrictions on

number or type of investor or resale of
securities. Within limits, general solic­
itation and advertising are approved.
Intrastate Offeringsallow for the sale of
securities to residents of a particular

For a free, no obligation quote, call:

The Insurance Mart, Inc.

,800-233-7075 (In Mississippi, 800-338-5513)
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state by companies doing a substantial
amount of business in that state. There
are resale restrictions but none on the

general solicitation or advertising of the

offering.

Joint Ventures
And Partnerships

Joint ventures, general and limited
partnerships offer some of the least
complicated methods of raising expan­
sion capital. And while there is some

federal regulation of limited partner­
ships, they are extremely flexible, may
be drawn up by local CPAs and attor­

neys, and can require only a minimum
of paperwork. Also, they do not involve
the issue of securities. For smaller com­

panies willing to approach individual
investors, they may be the best alter­
native to debt financing.

PR

Edward D. Wilson is a financial consultant
with the Robinson Humphrey Company, a

subsidiary of Shearson Lehman Hutton. He
has taught at the University of Florida,
Auburn University, and Georgia State

University. This is the introduction to a con­

tinuing series on alternative methods of
financing.

Underwri tten by

TheTravelerSj
You're better off under the Umbrella"

The Travelers Indemnity Company and its Affiliates

Hartford, Connecticut 06183
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PROFIT from PAY-OUTS
Your paid-up customer is your best prospect

By Edward l. Winn III
Paid-outs bring joy for the customer and some

problems for the rental dealer. But the dealer who
views the pay-out as an opportunity can improve his

profit picture.

There comes the time when all rental
dealers must confront the issue of pay­
outs, which most readers will define as

the number of customers who "go to

term:' That phrase, in turn, will likely
include in any month, the number of
customers who pay a unit off early as

well as those who go the full 18 months.
A dealer cannot avoid facing the pay­

out issue even during those first heady
weeks of a new store in a good location.
Even though most thoughts are on

deliveries and growth, a dealer will
have had to forecast a certain number
of pay-outs in his cash flow projections
because a few will surely come from

among the first week's or first month's
customers. That is, after all, the name

of the industry.
Some dealers spend a lot of time play­

ing with pay-out statistics as a percent­
age of other aspects of the business.
This is the proverbial keep-rate calcu­
lation. And there are nearly as many
formulas for calculating keep-rates as

there are keep-rates.
Some dealers make the simple calcu­

lation in any month of the number of

pay-outs divided by the total BOR for
that month. (See box on facing page for

keep-rate formulas.) This calculation
will help balance books in the store and

It is automatic that eventually all

product that is not stolen will go to

term. That is, rental dealers ultimately
turn their rental inventories. An impor­
tant issue for dealers for tax forecasting
and other reasons is how long a unit will
maintain a certain cash flow before leav­

ing inventory. This is a function of the

keep-rate using this formula.
The industry has long maintained

that the keep-rate was roughly 20 per­
cent based on this last calculation,
which in effect determines the percent­
age of customers who rent new prod­
uct and pay it out. From this calculation,
dealers can go on to determine the aver­

age life of a unit in inventory. Assum­

ing all 18-month contracts and a 100

percent keep-rate, the average life
would be 18 months. Most dealers

report that figure somewhere between
22 and 30 months.

Another interesting calculation that
can be made from these two is the aver­

age number of customers per contract.

Rental dealers understand that pick­
ups cost money and that the greater the

will give a dealer some information
about purchasing needs, but doesn't

really tell the dealer who is acquiring
ownership, or when, or what products
are sticking and which ones are com­

ing back.
Some dealers make the calculation

monthly by subtracting the number of

pick-ups and charge-offs from the
deliveries, then dividing that sum by
the total deliveries for the month. This
calculation is similar to the first, but

again, is not particularly informative.
Still others calculate the future by

keeping track of the total number of
deliveries, pick-ups, and skips and sto­
lens since the first day of business for
a store. This is a useful calculation, but

eventually the math becomes
cumbersome.

Other dealers make the calculation by
measuring pay-outs against deliveries
18 months ago. This is the calculation
that gives a lot of information about the

enterprise. A dealer can use this figure
to determine how often one customer

rents a product long enough to own it.
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number of customers who rent a prod­
uct, the greater the expenses that will
be associated with that unit-repair,
refurbishing and the like.

It DiHerent Views
+"/ It is interesting to note that

philosophies differ markedly when

contemplating keep-rates. There are

dealers who would love, but for the
credit laws, to have a 100 percent keep­
rate. They will go to great lengths to
avoid picking up product and this atti­
tude makes itself felt throughout the
system. They are more careful on the
front end and turn down more cus­

tomers than other dealers and are not
as tight on the collection end, being
more willing to work with a customer
rather than having to pick the unit up.

At the other end are dealers who are

in no great hurry to have units payout
and, in fact, like to keep product on the
books as long as possible. They would
be happy with a zero keep-rate. They
turn down few customers and have

tight collection policies. They expect to

get the product back and want to keep
it as long as it is "rentable:'

Competitive pressures keep either of
these extremes from operating in the
absolute. The first dealer can only suc­

ceed in a marketplace with an infinitely
expanding customer base. With a sta­
ble or shrinking customer base, this
dealer must figure ways to maximize
the returns on each product rented. The
result will be to shore up the rental term
at the lower end to keep the product out
on rent.

In a perfect marketplace, this dealer,
if he got a unit back after 6 months,
would put it back out for rent for 12. If
it then came back after 9 months, he
would put it out for 3 months. In real­

ity, after the first rental, the unit might
go out for 15 months and finally, never

for less than 6 months, or in some com­

panies 12 months. Customers can and
do shop around.

The keep-rate will

depend not only on the
formula used, but also on

how a dealer alters the
terms on his rental

merchandise when it
returns to the store.

A dealer in the second category, who
might like to rent new product for 18
months and everything else for 17
months, no matter what, must respond
to the marketplace and adjust terms

accordingly.
The clash of these philosophies has

tended to increase value in the rent-to­
own marketplace for customers and has
made rental dealers carefully think

through pricing strategies. which
includes the rental term. The industry
is doubtless only beginning to evolve in
terms of customer options.

There are, of course, other formulas
that dealers use. Equally obvious is the
fact that the keep-rate will vary sharply
depending upon the calculation. In the
celebrated Palacios case in Wisconsin,

both sides did keep-rate calculations to

support their legal arguments. The
rental company came up with a 22 per­
cent keep-rate. Legal aid lawyers on

behalf of Palacios, using the same store
records for the same period of time,
came up with a keep-rate over 45

percent.
While it would be nice to have a stan­

dardized means of calculating keep-rate
along with a standardized depreciation
method and expense categories in the
industry, such standardization does not

yet exist. That does not mean that keep­
ing such statistics internally is not
useful.

Dealers use such statistics, however
derived, to see which products stick
better than others. There are costs
associated with picking up merchan­
dise, and it helps a dealer with pricing
to know whether indeed laundry and
other white goods stick better than
brown goods, as is the common wis­
dom, in a particular store location.

A Related Issue
An operational issue related to pay­

outs and keep-rates is that associated
with early buy-outs. As a cautionary
note, dealers are advised that early buy-

Keep-Rate Formulas
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outs are regulated by law in several
states-not only whether dealers must

offer one, but in a few states, the buy­
out formula itself is regulated.

Most dealers understand an early
buy-out is a mechanism allowing the
customer to purchase the property at a

discounted price during the term of the

agreement. Although early buy-out for­
mulas are required by statute in only a

few states, most dealers offer some form
of early buy-out, either voluntarily as

a marketing tool or in response to mar­

ket pressures.
One clear industry trend in many

markets is the increase in early buy­
outs, especially late in the term. Early
buy-outs were once an insignificant
part of the business, representing less
than 1 percent of revenues for most

dealers. Today, that number can easily
be 3-5 percent of revenues. One reason

is that early buy-outs are more availa­
ble and marketed better by dealers.

Another factor is advances of the rent­

to-own concept into higher economic
levels. If rental dealers aim at customers

with incomes of $30,000 many of these
customers have the kind of disposable
income it takes to exercise an early buy­
out. As competition presses down on

rent-to-own pricing overall, the early
buy-out is being increasingly used by
the middle class to tryout a product
before buying it (the realization of
Remcds "Try it Before You Buy It"

trademark).

While that is a source of

joy for the customer, it
means a loss in cash flow

for the dealer...

This trend, in turn, has led some

dealers to consider canceling the early
buy-out option in the later stages of the
contract. In other words, the dealer

might offer an early buy-out option dur­

ing the first 15 months of an 18-month

agreement, but have no early buy-out
mechanism during the final three
months.

Again, this strategy is not legal every­
where. In South Carolina, for example,
dealers must offer an early buy-out dur­

ing the life of the agreement at the

prescribed formula of 55 percent of the

remaining payments.
That actually means that a customer

beginning the 17th month of an

1-4 signs 5-7 signs 8+

#R-l Rent to Own $24 ea. $22 ea. $19 ea.

#R-2 Quality Brand Names 24 22 19
#R-3 Immediate Delivery 24 22 19
#R-4 Low Monthly Rates 24 22 19
#R-5 Low Weekly Rates 24 22 19
#R-6 No Credit Checks 24 22 19

(Combine signs for quantity discount)

RENT
-TO-

OWN
Order now-limited time offer

NEW! Re-usable

WINDOW
SIGNS!

As low as $19 ea.

• Non-rip Plastic Paper
-use over and over

• Won't fade like paper signs
-gives quality store image

• Free sign storage tube
• Money-back Guarantee

SHIPPING & HANDLING:
1-4 Signs: $5. Add $1 for each
additional sign. Orders outside
continental US, call for rates.

Mail Orders w/check and complete
street address to: SALE!SIGNS
10 12 Northpath, Wheaton, IL 60187

SALE!SIGNS®
For Visa/MasterCard/Am. Ex or UPS Collect orders call 'Ibll-Free:

1 800 346-8116 (lL: 312-690-9620)
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18-month agreement in South Carolina
could obtain ownership by making two

more monthly payments, for the pur­
poses of this example, of $50 per month.
Or the customer could exercise the

statutory early buy-out and make one

payment of $55 at the beginning of the
17th month and thereby obtain

ownership.
One of the pay-out issues is whether

dealers have an affirmative obligation
to disclose to customers their rights to
exercise an early buy-out option beyond
having the language in the contract,
which as a general matter is carefully
explained when the contract is signed.
Most dealers have concluded that they
have no such obligation, although the
matter is by no means settled.

Nor is the matter merely moral, how­
ever. A customer who is renting still has
a rental agreement and the company's
contractual obligation of repair. A cus­

tomer who has bought a product owns

it and mayor may not get any warranty
protection along with the ownership.
Even with a manufacturer's warranty,
service is not likely to be as hassle-free
as with the rental company. An extra
two months service is worth a few dol­
lars to a lot of customers.

In any case, there has not been the

stampede of 17th month buy-outs in
South Carolina as dealers there once

predicted.

Taking the Right
Approach

Dealers may, of course, be tempted to

approach pay-outs with a sense of
doom and foreboding. A customer who
has regularly paid for 18 months or 78
weeks in a row will now own the prod­
uct he or she has been renting. That is
a source of joy for the customer; it
means an abrupt loss in cash flow for
the dealer and, likely as not, require
that the dealer also buy a new piece of
merchandise for his inventory.

Thoughtful rental dealers recognize,
however, that every pay-out represents
an opportunity.

A customer paying off a 25-inch color
console TV may only be celebrating the
new acquisition. He may not be think­

ing about a washer/dryer, a stereo, or

some bedroom furniture. Dealers with
a good paying customer approaching
the end of a contract term will start early
showing that customer products that he

might like to obtain for no real change
in the customer's cash flow. The cus­

tomer is, after all, used to making a
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APRO Delivers
At The

Atlanta Winter
Furniture Market ��\�)
Atlanta Market Center • January 28-February 1, 1989

•Charles D. (Chuck) Sims,
Chairman of the Board,
Remco America Inc., Houston,
Texas, will be addressing the
all-important issue of commit­
ment in the seminar entitled:
"How to Develop Commit­
ment for an Organization:
Identify-Create-and Results of
Creating Commitment."
•All APRO members are in­
vited to the APRO hospitality
suite in the Wyndham Garden
Hotel.

."Everything You Have Always
Wanted to Know About Fur­
niture" is the topic for the
question and answer forum.
A panel of experts from dif­
ferent areas of the furniture
industry will advise rental
dealers on adjusting their
business practices to add
furniture lines profitably and
effectively.

The APRO program at the Atlanta Winter Fur­
niture Market will help you avoid getting "lost in the
crowd" of more than 45,000 people who attend
the annual market. Practical advice and solid infor­
mation you can apply every day in your business
are what you will get in the seminar and forum
scheduled for rent-to-own dealers. A pre-market
cocktail party for APRO members only will give
early arrivals an opportunity to network with their

peers. Other events, including the seminar and

forum, are open to all rent-to-own dealers, not just
APRO members. You have a chance to increase

your knowledge, exchange ideas, and visit with

savvy individuals in the furniture rental industry
while you look over the latest offerings in furniture
and accessories.

-

Special room rates for APRO attendees have
been arranged with The Wyndham Garden Hotel
at Vinings. No deposit is needed; however, a credit
card number is necessary for a room guarantee.
All hotel reservations must be submitted to the
APRO office no later than Tuesday, December 27.
To take advantages of the special rates, contact
the APR0 office at: A·PR:)T.M

(512) 447-0333
FAX: (512) 447-0687



ently proving successful. Sales of serv­

ice contracts can account for 4-6 percent
of gross sales in an electronics retail
store.

According to Jerry Katcher, vice presi­
dent of Warrentech, quoted in Audio­
video International, ''As a rule of thumb

50-60 percent of the consumers who

spend $300 or more for a product will

buy the service contract and 20-30 per­
cent of those who spend less than $300
will purchase, if they are in an environ­

ment where service contracts are

offered:'
Service contracts are beginning to

find their way into rent-to-own as a

means of enhancing profits. There are

some clear-cut do's and don'ts, however,
concerning such arrangements.

In the first instance, dealers typically
advertise that the rental rate includes
full service while the product is out on

rent. A few dealers go so far as to

explain their loaner policy in the con­

tract. If that is the case, it would be dou­
ble charging to have customers pay for
a service contract that includes any por­
tion of the rental term, since repairs are

already included.
Once the customer obtains owner­

ship, however, there is no reason not to

attempt to sell a customer a service con­

tract for upkeep of the product in the
future just like retailers. The service
contract can be sold outright for cash at

the end of 18 months or the dealer can

allow the customer to payout the serv­

ice contract.

In theory, the dealer could allow the
customer to make payments on the
service contract during the life of the
rental agreement. There is a potential
problem, however, for customers who
have made payments on a service con­

tract and who return merchandise
before paying it out.

Those customers, unless the dealer

carefully tracks payments and is pre­
pared to make refunds of the service

contract, will have paid for something
they did not get. Such transactions
would most likely constitute a decep­
tive trade practice under the laws of
most states.

Dealers can, of course, offer cus­

tomers, as a part of the transaction, the

ability to in effect prepay on a service
contract another, say, $1 per week or $4
per month, which would roughly pay
for another 2-3 years of parts and serv­

ice after the customer obtains owner­

ship as long as they maintain a refund

policy.
A few rental dealers have already

entered the extended service contract

regular weekly or monthly payment to

the dealer.
If that relationship has been nurtured

properly, as its end approaches, the
dealer has an excellent opportunity to

argue persuasively that the customer

can simply continue making roughly
the same payment and, in exchange, get
that new washer/dryer, refrigerator, or

furniture that the customer has been

eyeing the last few weeks in the store.

Dealers should be quick to sweeten

the deal with good customers. For the

promise of another 18-month or

78-week cash flow, a dealer should be

quick to offer to apply the last payment
on the first item to the first payment on

a second. The dealer might also want

to throw in delivery to make the transi­
tion smooth for the customer.

Although less true than it once was

in the business, dealers still brag about
customers they have maintained a

steady relationship with for four or five

years in a row, helping those customers

obtain first a television, then a stereo,
then a VCR, then an apartment full of
furniture. There is a wonderful feeling
of loyalty on both sides of such a long­
lived relationship. Under such circum­

stances, a pay-out becomes a blessing
instead of a curse.

Importantly, dealers under both cir­
cumstances need to be aware that there
is a federal law covering warranties­
the Magnuson-Moss Warranty Act. The
Act begins by stating that all warranties

must be in writing and in "plain Eng­
lish" without fine print. What that
means is that if a dealer represents that
the company will pass along any unex­

pired manufacturer's warranties, those
warranties should be available in writ­

ing in the store for the customer's

inspection at any time. When a cus­

tomer obtains ownership of the prop­
erty, a copy of the applicable warranty
should be made and given to the cus­

tomer at the same time that the cus­

tomer is given a bill of sale or other
evidence of ownership.

Likewise, if the company has its own

limited warranty, merely telling the cus­

tomer that repairs are covered for the
next 30 days is not sufficient. In order
to market a warranty, there must be a

written document that explains the
terms of the warranty. Importantly, the

Magnuson-Moss Warranty Act does not

require anyone to offer a warranty, but
it does dictate how those warranties
must be offered.

Dealers should be quick
to sweeten the deal with

good customers.
A Word on Warranties

Most dealers offer to pass along any
unexpired manufacturer's warranties

when the customer obtains ownership
of the property. Or at least, that is the

language that appears in many rental

agreements across the country.
There was once an issue whether a

manufacturer's warranty that went into

effect when the manufacturer sold the
item to a rental dealer would pass on to

the rental customer at all. A few such
warranties in the early '80s had lan­

guage that voided them if the property
was rented. As a practical matter, mer­

chandise that is repeatedly rerented is

subjected to much harder use than an

item that is sold to a customer once and
remains in that customer's home.

For the most part, many manufac­
turers have recognized the need for
rental dealers to be able to pass along
their warranties and do allow such war­

ranties to pass. Avoidability, however,
may still be an issue for new entrants

into the rent-to-own market.
Some dealers additionally offer their

own in-store warranties. Dealers will

offer, for example, 30 to 90 days on parts
and labor for merchandise that a cus­

tomer pays out.
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In a recent survey, APRO found
several companies that stated in their
contracts that they offered their own

"limited warranty;' but had no written
document to back up such a claim. All
were in apparent violation of federal
law. Warranties need not be compli­
cated documents, but they do need to

be in writing. They need to be labeled
either "Full Warranty" or "LimitedWar­

ranty:' They must explain what the cus­

tomer is to do in order to make use of
the warranty.

The issue is really whether the dealer
is interested in standing behind a prod­
uct beyond the date of ownership.
Unless market conditions require him
to do so, he may elect simply to pass
along the merchandise to the customer

"as is;' which is the general language
that disclaims the existence of any
warranties.

Service Contracts
For some time, retailers have used

service contracts to increase profits in

an area of rapidly diminishing margins
in product sales. The strategy is appar-
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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

Associate Member



business and are doing just that. They
offer extended service contracts in their

rental agreements and explain their

refund policy in the event the merchan­

dise is returned.
The entire extended service contract

area is not without problems. Retailers

have gone into business with extended

service suppliers who have subse­

quently gone bankrupt, leaving the
retailers with the responsibility for

repairing merchandise and no money
to pay for such repairs. Rental dealers

are cautioned to investigate extended

service suppliers carefully and to shop
around among suppliers doing busi­
ness in their area.

One bit of assistance for rental dealers

in this area is NARDA's new Service

Contract Industry Council (SCIC) (see
box). The SCIC will attempt to provide
information about its members and

police a new industry much as APRO

set out to do eight years ago.
Extended service contracts do make

sense for rental customers, since dur­

ing their rental agreements they are

used to having their service taken care

of. As the extended service contract

market moves into rent-to-own, dealers

should find success in selling a prod­
uct that continues the same kind of

coverage customers were used to dur­

ing the first 18 months of their relation­

ship with the dealer at a reasonable

cost.

Pay-outs in
Purchase-Option States

In most states, paying out a product
for a customer means making the last
rental payment. That may mean the

78th weekly payment, the 18th monthly
payment, or some other longer or

shorter term. Most dealers recognize,
however, that is not the case

everywhere.
There are still at least four states that

Excellent Opportunity
Thirty-two store rent-to-own chain.

Principal locations in Austin,
Dallas, Houston, and San An­

tonio, Texas. Will consider best
offer over ten times revenue.

Financing available for qualified
buyers.
Please reply to Box 1729F,
San Marcos, Texas 78667.
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An important issue for
dealers for tax forecasting
and other reasons is how

long a unit will maintain

a certain cash flow before

leaving inventory.

require rental dealers to have balloon

purchase option payments at the end
of the rental agreements. Customers
must actually "buy" the product before

they can obtain ownership. Those states

are North Carolina, Maine, Wisconsin,
and Minnesota.

Pennsylvania had been on this list of
balloon states until last February when
their legislature saw fit to declare that

a rental agreement, even with a fair
market value balloon payment, was the
same thing as a credit sale in that state.

Dealers in a balloon state are faced
with their own set of pay-out problems.
In the first instance, they must calculate

a balloon payment sufficiently large
enough to escape having the whole

transaction recharacterized as a credit

sale, and yet not so high as to make mar­

keting their program impossible.
Without revisiting the entire issue of

nominal consideration, suffice it to say
here that rental dealers in Maine, Wis­

consin, and Minnesota are constantly
faced with determining the fair market

value of used merchandise in their mar­

kets. The law in those three states main­

tains that as long as the dealer sells the

product to the customer for its then fair
market value, the previous rental trans­

action is just what it purports to be and

is not a disguised credit sale.
In North Carolina, dealers have had

more assistance from the legislature. In

1983, the North Carolina legislature
defined nominal consideration as 10

percent or less of the original cash sell­

ing price. Therefore, rental dealers in
the Tarheel State can charge customers

a final balloon payment of 11percent or

more of their original cash selling price
and escape the restrictions of that state's
Retail Installment Sales Act.

Other problems arise if the balloon is

larger than a rental customer can pay in

one lump sum. Dealers maybe tempted
continued on page 45
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eating into profits. The Rental Manager
challenges you to take the 80/800 Chal­
lenge. Process a customer receipt in a

store that has an 80 BOR. Then process
a receipt in a store with 800 BOR. See
for yourself ... Volume won't slow
down The Rental Manager.
As my business and the industry
grows will my system stay up to
date?

It is imperative that your computer
system keeps pace with current ac­

counting, tax, legal and operational
trends that directly effect your busi­
ness. Rental Information Systems is

guided by a formal advisory board of
CPAs, attorneys, rental dealers and pro­
grammers to keep you updated on

these vital issues.

Can I afford it?
Some rent-to-own systems are

expensive because of size. Others are

priced beyond their capability. With
big system features at a small system
price, The Rental Manager offers
multiple store discounts and minimum
maintenance fees.

Try The Rental Manager in your own

business for 30 days. Ifyou are not con­

vinced that it meets your management
needs, we will refund your money.

How to buy
the right

rent·to·own
software.

There is a lot of confusion and misinformation about Rent-To-Own software
programs. To assist you in making the right choice, we've put together some

tough questions you should ask before buying. Here are a few of them:
,

For additional information about The Rental Manager or to discuss a demo call 1-800-231-7471.

What's it compatible with?
Protect your investment. Make sure

the software program can work on a va­

riety of hardware systems. The Rental
Manager works with any IBM or IBM

compatible system, giving you flexibil­
ity, dependability and economy.
How difficult is the program to
learn?

Some software programs are difficult
to learn and require long hours of in­
struction. This learning process
becomes tedious and expensive. Not
so with The Rental Manager. 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 customer. '.

There's no complicated computer lan­

guage to learn, and no difficult pro­
gramming manuals to tackle.

What about support?
A software program without ade­

quate support can create untold head­
aches. When you have a problem, to
whom do you turn? The Rental Man­

ager is backed by a full support team
made up of rental dealers, pro­
grammers and accountants. Each with
years of rental store experience. Our
toll free telephone is available for

prompt answers and helpful advice and
we've installed an emergency 24-hour
hot line for those late night disasters.
Will my business growth outper­
form my computer system?

Obviously there are computer pro­
grams that simply can't keep up. As
your BOR increases, your system slows
down, creating delays and ultimately

Rental
Inforl11ation
Systel11s, Inc.

4098 SUMMERHILL ROAD· TEXARKANA, TEXAS 75503



"Most tapes would be damaged by
the time I got around to renting them
70 times. In some cases you can do that,
but it just depends on who gets hold of
it. If you get somebody who's got some­

thing wrong with their VCR, they could
eat a tape up the first time they put it
in. We have new releases damaged
quite a bit:'

Carpenter's expertise in selecting
movies that will be popular with her
customers has increased significantly
since she first began, which she attrib­
utes both to her continual involvement
in studying new movie releases, and
advice from distributors who under­
stand her needs.

"The problem is not in selecting A
titles [such as Rambo, Three Men and a

Baby or E.T.], it's really in selecting good
B titles and C titles. Everybody is going
to get the A titles, but if I'm unsure of

something, I ask the opinion of my
distributors who have already viewed
these tapes;' says Carpenter.

improving both training and employee
satisfaction.

"We've had a lot of employee prob­
lems that we never used to have, like

everybody else has been having for the

past couple of years;' says Felty. "We

just kind of pulled our reins in on em­

ployees and worked on them for the

past two years, getting a better em­

ployer relationship.
"We just took on the Learning Power

project [created by Rozanne Flatt and

originally offered through APRO] and

put it into operation six weeks ago. I can

see that that's going to be one of the bet­
ter things we've done as far as an

employee benefit. Everyone will go
through our program every 90 days,
once we get going really good. Right
now we're just trying to train everybody
that is really not trained well."

Harold Hutchins uses a combination
of staff and Learning Power Training, as

well as inviting sales representatives
from different manufacturers to give
product knowledge training sessions

every three months or so.

LIoyd Taylor has also found a formal

training program to be useful for edu­

cating staffs in his 14 northwest stores

(up from only five locations two years
ago).

"I bought Learning Power from APRO
last year;' says Taylor. "Every employee
is required to go through a three-day
course, 24 hours in all. They're required
to pass all the courses, or they're not

allowed in the store to work. I pay them
to go through the training.

"The results have been excellent. It's
saved me a lot of money and helped
weed out people who might have

thought this would be a breeze of a job.
They've come to class, realized they're
not cut out for it, and not shown up the
next day. It's saved me a lot of money
and time;' says Taylor.

VIDEO
continued from page 23

"We've just got a new one coming in,
National Video, which will carry 50

tapes of all the new titles. Somebody is

going to get hurt:' Outlets include con­

venience store-gas stations open 24
hours a day, grocery stores such as

Kroger's that are open 16 hours a day,
and talk of video machines coming into
Seven-Elevens that will accept credit
cards.

Says Drown (who has decided to stay
out of videocassettes), "What are you
going to do? You can't stay open 24
hours a day:'

AcId Videos If • • •

With 3,000 titles apiece in two of her

Mississippi stores, Deborah Carpenter
has been in videocassette rentals for
about five years. She agrees with Drown
that most rent-to-own dealers should
avoid the field if they are just getting
into the market now, unless they have

especially deep pockets, a better way of

doing business, or can find an area

without competition.
Most of the people who got in on the

ground floor of video "are still around;'
says Carpenter. "If you have come into
the video market lately, you are going
to find that it is probably impossible to

pay for your stock tapes, unless you
have a community that just doesn't have
video yet. I feel like there are some

smaller communities out there that
don't have video yet, that are still prime
targets for a video market, but unless

you have some big bucks and you do it
better than anybody else does, the
video heyday is pretty much over.

'At this point, (making money) de­

pends on what kind of investment

you're willing to make. If you just want

to put a few videos in your store, I don't
think that's a good idea. If you've got
money, videos are a good traffic item,
but you've got to be able to compete
with the big boys out there, the video
markets that have 10,000 movies. A lot
of the independent dealers are finding
that they are unable to compete with
these big video stores that come in and
can do it for a dollar a day:'

Most small dealers cannot survive
with such a price structure. "I rent my
movies for $2.50 because they cost me

$70;' says Carpenter. "If you have any
knowledge of arithmetic, you can add
that up and if I rented them for a dollar
a day I would have to rent them 70
times.

"One of the problems we

have with our distributors
is that they have been

bought out by big
organizations and we're
not getting the service

that we once were getting
from them:'

Keeping up with the best movies
"takes a lot more maintenance than a

lot of things. If I need to order washers,
I call up and order 50 washers and that's
it. If you want to order 50 videos, you
have to really study to see which 50
videos you want to order. It's a lot more

time consuming:'
Beating the Drums

That money and time can be put into

profit-generating activities such as pro­
motions, which vary widely with
dealers around the country. Where

competition is meager or non-existent,
store owners may rely on store signage
and Yellow Page ads exclusively to

develop business. In his Lampasas and
Marble Falls, Texas, stores (both serving
populations of less than 10,000), Kimley
Barker follows this approach.

"If we advertised, I'm sure we could

get a lot more people in, but we don't
borrow any money to operate. We just
like to pay as we go;' says Barker.

Employee Training
The level of formal training offered by

most dealers ties in most closely to the
size of the company. Dealers with one

or two stores and a handful of em­

ployees may be able to train each new

worker themselves, but expanding
firms quickly learn the value of sys­
tematic programs.

With 18 stores, Frank Felty has had to

realize that employee-company rela­
tions and training can be tightly inter­
twined. His plans for expansion have
been on hold for the last year while

greater attention has been focused on
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Digital
2TV

H.P.X. 31" Square VU
Double Feature Digital 2TV

• Intelligent
"Teachable" Remote

• S-VHS Jack
• Built-In MTS Stereo

• Surround Sound
• 600 Lines of Resolution

• Self Demonstration

VT3050 VCR
• Featuring IntelAscan with

17 pages of On-Screen
Instruction, Problem­
Solving Information
and Features, Self
Demonstration

• Dual VU LCD Transmitter
Hand Unit

• DA 4-Head Double
Azimuth Clean Still and
Slow Motion Special
Effects

VM-S8100
Digital Super VHS

Full-Size Camcorder
• Approaching 1 Lux Sensitivity

• % MOS High Resolution Sensor
• Auto Exposure-Iris/Speed-Flicker Sensor

• f 1.2 x 8 Zoom

Hitachi Sales Corporation of America
401 West Artesia Blvd.
Compton, Ca 90220
(213) 537-8383
Contact: Terry Stein v.P. Sales @HITACHI
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In Oregon, Lloyd Taylor uses a vari­

ety of promotion methods, including
celebrity appearances provided free by
video distributors to boost movie ren­

tals. "We had Lieutenant Uhura from
'Star Trek' with people wrapped around
the store three times, waiting to get in

for her autograph. We've had Playboy
Bunnies a couple of times for the

Playboy Videos promotions that were

pretty good, but I'd say that the gal from
'Star Trek' was the best;' says Taylor.

Deborah Carpenter was offered Mr.

Spock for an appearance, but at a cost

of $10,000, a price she felt was too steep
for her to justify.

Taylor also finds success with direct
mail advertising and always includes

coupons for video movies. He likes
"rent one, get one free" movie offers as

well as one-third off the first month's
rent for promoting television rentals.

Harold Hutchins notes that the me­

dium is more important than the type
of promotion. "Direct mail has worked
best for us. One particular premium
that worked well in getting units out

was a 99-cent first week special that you
did not have to pay the second week
with it. You walk in with 99 cents, and
walk out with the unit-any item in the

store, except VCRs:'
Frank Felty notes that one of his big­

gest frustrations in advertising comes

from trying to reach his audience. "We

figure that no matter how much adver­

tising one does, there are idiots out

there who never see your advertising.
I shouldn't use the word 'idiot', but as

long as I've been in business I've had

people come in and say, Well, how long
have you been here?'

"I ask them if they read the news­

paper and watch television, and they
do, but they never see your ad. It
amazes me. How do you get to those

people who never see your ad? That's
the big key I'm working on:'

One plan Felty expects to pay divi­
dends involves his new computer sys­
tem that allows him to more easily
identify paid-ups and pick-ups to be

targeted for mailings to draw them back
to the store. "We're working on getting
those people back on the books. It's a

big push for us involving circulars and
mailers to our previous customers.

We're working on that strongly:'
Although he knows that customers

often use specials only for the stated

period, returning the merchandise after
a week or two, Feltybelieves that "in the

long run we make money on it. If we

didn't, we wouldn't constantly be buy­
ing (new merchandise) . We'd still have
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our same inventory:'
'We're zeroing in with letters offering

them a $5 first week special, and we're

planning a few others down the road
that I don't want to talk about yet. We've

got a preferred customer card that offers
a special discount that we don't offer to

any other customer. When they've been
a paid-out customer, they get to rent any
item for $2.50 for the first week and they
can use that anytime they want;' says
Felty.

Many dealers we surveyed prefer to

feature overall promotions of their

stores, rather than selecting individual
items to target. "We do overall promo­
tions;' says Deborah Carpenter. "We

generally don't do just one specific item

unless we have a lot of it. Instead, we

promote the whole store. If I do $10 off,
it's on every item in the store:'

She plans a promotion of some kind
for every month. "It might be a free

turkey with a rental for Thanksgiving.
For Halloween, it was popcorn, candy,
and free movie rentals:'

Faster delivery of newly
introduced items would
be desirable. Photos in

June and delivery in
October does not contented

customers make.

In Ohio, Donald Drown finds that

listing specific prices of available items

brings results and lets customers know
that they will find prices "as good or

even better" than national chains in the
area. He also advertises in 10 different

phone books within a 50-mile radius of
his stores.

One Wish
Asked what one thing they would

like to see suppliers offer to make their
lives easier, dealers had a variety of
concerns.

"Give us a better supply of merchan­

dise;' says Drown. "Some of the stuff
is coming in so slow. We also need abet­
ter supply of parts. We were in a world
ofhurt a couple of months ago. We had
terrific lightning storms go through
here right after that real hot weather,
and trying to get parts sometimes takes
a month or two and people get real

upset. This has been the big problem:'
Drown would also like to see faster

delivery of newly introduced items.

Photos in June and delivery in October
does not contented customers make, he

says. "It's kind of a universal problem
this year that the supply of new stuff is

very difficult to get:'
He also describes 1988 as the "worst

year for getting parts that I've seen in

25 years of business. Parts are not

available, they're put on back order, and

suppliers don't give you a reason;' says
Drown.

Ray Peel echoed Drown's comments,

saying that "parts are a constant prob­
lem;' but that he may be having fewer

problems because "we've quit buying
from people who don't have parts:'

Harold Hutchins would be happy if
manufacturers would eliminate the
small plastic doors on the front of televi­
sions and VCRs "because they get bro­
ken by customers;' and make re-renting
more difficult. "The time factor in­
volved in replacing them is a problem:'

Frank Felty suggests more point of

purchase advertising materials. "Dis­

plays are always an eye-catcher;' says
Felty.

Deborah Carpenter wants a "hassle­
free return policy. When something
comes in DOA, such as a video movie,
it's amazing what I have to go through
to return something. They say it's a

hassle-free policy, but believe me, it is
not. We end up spending months has­

sling over it.
"One of the problems we have with

our distributors is that they have been

bought out by big organizations and
we're not getting the service that we

once were getting from them. To me,
that's so important:'

Carpenter cringes when two com­

panies merge or a major buyout occurs,
such as Thomson's purchase of RCAI
GE. ''Anytime somebody swallows

somebody up, immediately all the

phone numbers are changed; the num­

ber you called last week is no longer in
existence. You call eight numbers and

finally find somebody who can help
you, and they don't know who you are.

It's really frustrating;' she says.

A New Year

As suppliers adjust to the needs of

rent-to-own, and dealers fine tune their
own video profit pictures to put them­
selves ahead of their competition, 1989
should be an excellent year.

PR

Susan K. Elliott is a Texas-based writerand

editor, and co-author of National Direc­

tory of Corporate Training Programs,
recently published by Doubleday.
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It all comes out in the wash.
You can set-up your rental customers with an

ordinary wasfter and dryer. Oryou can get
them on track with Speed Queen's Marathon
side-by-side pair, gi1}lng them the best features
money can rent. Coin laundrY. depe 'abiluv.
Large capacity. Easy portabtlity and .

installatwn . Front serviceability. And an

optional 24-month extended warranty.
Speed Queen. Fewer returns from your
customers. Greater returns�oryou. Contact
1ay McDonald at Speed een Company,
P. O. Box 99� Ripon, 54971-0990

.

(414) 748-31L1 ..

Speed.ueen
A Raytheon Company

Celebrating our 80th year.
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