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r.tracs' new high powered Total Rental Accounting
Computer System is not a stripped down Basic Rental

'" Manager. It is a full featured, exciting new software

package that is based on a totally innovative price struc­

ture that encourages growth and long term profitability.

Get the top-of-the-line in RTO automation with

everything your business needs at no additional cost.

For more information on r.tracs new price structure

and how we can save you money, call r:tracs-the

company that is leading the industry in every aspect.

New Standard features Package
• Contract Maintenance
• Inventory Control
• Payment Processing &.. History
• Employee Tracking
• Security Control

�. End of Day Reports

• Cash Forecasting
• Promotional Letters
• Contract Printing
• Collection Controls
• Audit Trail
• Serialized Inventory

• Agreement Master
• Inventory Analysis
• Card Close Reports
• Cash Drawer Audit
• Performance Analysis
• High Risk Accounts

• Depreciation Report I &.. II
• Item History
• Promise Reports
• Management Reports
• New Stock Inventory

r.tracs' hardware computer equipment is IBM compatible and any additional equipment designed by or for an IBM

may be attached to this system.
.

---
---

----- ---

---------
---------
- --- -- -

- - - -- --

- - - -- --
- - - -- -

- - - -- -

-- ------

-= = -==-==- TM

THE TECHNICALLY EXCELLENT ALTERNATIVE
- --

t t 04 S. Mays, Suite 200· Round Rock, Tex� 78664 • 1 (800) 447-8722
A·pt:D Associate Member since 1988

WYSE
I I I I



prog..es§iii
Rentals

Speciallnsulance tssae:

Navigating the Maze
,-----------,

Renter's
In6urance

VS.

Damage
Waiver

Property
&

CasuaHy

Group
Health

Loss-Risk
Issues

ON THE COVER: Pondering
insurance options, including the
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specialty" types developed
specifically for the rent-to-own

industry, can feel like a confusing
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detail throughout this issue, which
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,.....------The New Solution--­
To Old Problems.

-

RTO PROGRAM

This product has been specifically
designed to address the following:

1. LEGALITY:
•Are your store personnel selling
Insurance?

•Do they have the required
insurance licenses?

.If not, what possible penalties do

YOU face?

3. ACCESSIBILITY:
·Do you have direct contact with the
Underwriters?

•Are your concerns and operational
questions important and quickly
addressed?

2. RESPONSE TIME:

=How long must you wait to receive

your return premium adjustment?
·How much float time do you lose?

4. CLAIM FILING:
•Do you find claim filing to be
time consuming?

•Are you asked to submit excessive

paperwork?

All of these concerns and others can be
eliminated with . . .

SAFE-GARD

� Insurance

MULTI-GARD INSURANCE For information contact:

MARK E. BAYERS

Robinson-Conner, Inc.
P.O. Box 34517
Louisville, KY 40232-4517
(502) 589-2900

300 WEST MAIN STREET
POST OFFICE BOX 34517
LOUISVILLE, KENTUCKY 40232-4517

.._ (502) 589-2999 FAX (502) 585-1464

La division of

ROBINSON - CONNER, INC.



PRESIDENT'S VIEW

Since this is APRO's 10th year,
a 'birthday' party's in the works

a
everal weeks ago, I was talking with some

"old timers" (sorry guys) in the industry when

it occurred to me that APRO is about to cele-

brate its 10th anniversary.
While the exact date of the association's birth is some­

what elusive to all of us, the consensus is that around

January or February of 1980 the "founding fathers" started

talking about putting together a national trade association for the rent-to­

own industry.
This is pretty exciting stuff for me, as I have always been a nostalgia buff.

I hope my enthusiasm is shared by all ofyou who believe the fact that APRO

is alive and kicking after 10 years is a good thing. I realize that more than

90 percent of our members (or even rent-to-own dealers) were not in this

business 10 years ago. And many who were, unfortunately, are no longer.
I have been associated with the industry since about the time of APRO's

formation and have seen products come and go, companies rise and fall,
and dealers get rich and go broke. This column is not an adequate forum to

chronicle the colorful history of APRO and recognize its past leaders and

members (some of whom are even more colorful). Instead, the association

plans to commemorate those who worked so hard to bring APRO to life at

the annual convention in Orlando, which is coming up this summer.

We aren't sure yet whether ourbirthday party will be complete with cake,
balloons and Bud Holladay in a clown suit, but be sure that both new

members and those who have been around since the beginning will enjoy
reviewing the rich history of APRO. Mark your calendar to be with us July
22-26 at the Peabody Hotel in Orlando to relive the past and countdown to

the future.

Ted Wilson
APRO president
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OUTDATED M'ITHODs COsI YOU MON'E" DIY AFTER DAY AFTER DAY.

. HOW LONG HAS YOUR ACCOUNTING SYSTEM
SEEMED A LITTLE STIFF?

T 0 � C H
WE MAKE THE RIGHT WAY THE EASY WAY

PROFESSIONALS PROVIDING COMPUTER-BASED AUTOMATION TO THE RENT-TO-OWN INDUSTRY

190Q AMIDON I WlCHI;::�", KANSAS 67203 I (800) 346-6059
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Save 30% - 40%
ON YOUR LIVING ROOM PURCHASES

BUY DIRECT FROM OUR FACTORY

We Also Have All The New Looks
in Living Room Groups

General Offices

P.O. Box 500, Industrial Park

Okolona, MS 38860

Call 601-447-3377
A·PFD Associate Member since 1988



APRO member services,
membership benefits

ANNUAL CONVENTION - The 1990
convention is scheduled for July 22-26 in

Orlando, Fla.
TRAINING SEMINARS - Seminars

conducted by professional consultants
and experienced rental dealers cover se­

lected topics designed to aid professional
management of rental operations.

PUBLICATIONS
• Progressive Rentals magazine - the

"voice of the home product rental indus­

try" - is issued bimonthly.
• RTO Network News - The newest

monthly publication headlining current

national and state legislative issues.
• Who's Who in Rent-To-Own - The

most complete national listing of rental
dealers available. Published annually.

• Administrative aids - Samples of
various standard business forms used fre­

quently by rental dealers.
• Collections Manual- A guide offer­

ing preventive maintenance and effective
results for the industry's biggest head­
ache - skips and stolens.

• Skip-TraceManual- A comprehen­
sive guide to locating missing persons.

• Legal Defense Packet - Available to

all members to minimize legal research
costs.

• Bankruptcy - An indispensable
guide in dealing with a bankruptcy case.

• Convention seminars - Cassette

tapes are available.
BUSINESS PROTECTION - APRO

assists state associations in their organ­
izational efforts and in monitoring the

legislative process. APRO's Legal Defense
and Information Fund (LDIF) provides
an ongoing legislative effort in Washing­
ton, D.C.

INSURANCE - APRO offers insur­
ance programs designed specifically for
rental dealers.

RENTAL INDUSTRY STATISTICS -

Periodically, members will be asked to

participate in a survey. The information
will be confidential, and compiled so that

general industry statistics are available to

all members.
CONSULTATION - Legal and Wage

and Hour consultation is available, with
the first phone call at no cost to the
member.

NETWORKING-Thesharingofcrea­
tive ideas; knowledge of developing
trends; and participation in the develop­
ment and direction of the rent-to-own

industry.
COMMUNICATIONS - One of the

most valuable benefits of membership
is the vast opportunity for interaction
with other people in the industry. This
is a result of APRO members' willing­
ness to share ideas with others. At the

convention, the seminars or informally
- in person or over the telephone -

ideas are continually being discussed
and debated.

PROGRESSIVE RENTALS/February - March 1990
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'Mac's' contributions to APRO are

hard to total, but we're grateful

ment.

"The Mac is Back!" I really didn't hear any thing else in Mac's short introduc­

tory address. It only lasted a couple of minutes more. The catchy slogan kept
reverberating in my mind.

I soon discovered what a treasure Mac is - and has been for a number of

years - to APRO and the rent-to-own industry. He has years of experience in

RTO, has been a very active member of APRO's Board of Directors for the last

five years, and has served on the executive committee for the last three-and-a­

half years. Mac was president of APRO during 1987-88. Last August, the board

elected Mac to serve as secretary, a position that also doubles as chairman of the

membership committee. Mac loves recruiting new APRO members. Over the

years, he has won more membership-drive contests than anyone else. I have

greatly enjoyed working with Mac these last several months.

At APRO's recent board meeting, held in Austin at the association's new

office, Mac felt it necessary to resign from the APRO board.

Mac, we'll miss you. Your contributions to APRO have been many and we

thank you for them. Good luck to you.
The board elected Roger Sharp to fill the unexpired term of secretary of the

board. As secretary, Roger will take a seat on the APRO executive committee.

Roger has been active in the RTO industry for 10 years. He started out as an

accounts manager in 1980. After four months, he was promoted to store man­

ager. Eighteen months later, Roger started his own RTO business.

He has served as treasurer of the Ohio dealers' association, as well as cur­

rently holding the position of president of the West Virginia dealers' associa­

tion. Roger was elected to the APRO board in 1988, and last year was named

"dealer of the year" at the Washington convention, in part because of his

success in recruiting new APRO members.

Congratulations, Roger, on your election as the new secretary of the APRO Board

of Directors.

II
y first recollection of Mac Hennigan was last

August in Washington, D.C. Mac was running
for a position on the APRO Board of Directors,
and as all other candidates, approached the

podium to deliver a brief campaign speech. As a first-time

attendee at an APRO convention, with only three weeks

exposure to the rent-to-own industry (and as a former

politician), I was quite impressed with his opening state-

Bill Keese
APRO executive director
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tion to liquor stores, check-cashing
stores, car dealers and pawn shops.
These stores usually have the most

enticing windows. Make sure you have

your camera handy to take photos of

the windows you particularly like.
Window advertising works for your 24

hours a day. It represents the cheapest
advertising dollar you can spend for
the best return. (Tip: If you can't find a

good sign painter contact SALE SIGNS

at 1-800-346-8116 and ask for Steve
Leinhart for one of their many pre­
made rent-to-own signs.)

ADVERTISING

IGeHing house in order'
should be top priority
Establishing a rent-to-own store's image is the first task for any owner

By Randy Buffington

What is advertising? Is it coming up
with that new idea never thought of
before or is it the tapping of human
emotions into action? Stephen Leacock

says "advertising may be described as

the science of arresting the human in­

telligence long enough to get money
from it."

I believe advertising is first having a

plan and then having the discipline to

carry it out. Before committing to an

advertising plan, though, you should
first take the time to see if your house is

in order.

Housecleaning begins with looking
at your rent-to-own store's outside

appearance. Look at it the way all

important "drive-by" customers do.
How can you make yourself stand out

from the rest of your competition and

get their attention? Begin with your
windows. See if they tell the story and
make people curious enough to come

in.

We'll look at some basic areas that
need to be covered before you've fin­
ished "getting your house in order."

Identity
Your identity (name and telephone

number) is ofutmost importance. Thirty
percent to 60 percent of rent-to-own

business is conducted over the phone.
Make sure your name and phone
number stands out clearly and is set

larger than everything else on the
window. Specify the products that you
offer - televisions, stereos, furniture,
jewelry and appliances, for instance.

Don't make the mistake of assuming
people know what you carry.

10

By advertising your

merchandising and

merchandising your

advertising, you will
. .

see ... an Increase In

your bottom-line profit.

Benefits
Here are some familiar examples: no

longterm obligation; no credit needed;
no repair bill; free delivery; famous
name brands. These are just a few
benefits rent-to-own typically provides.
Not all of them may apply to your
situation. But you must make the cus­

tomer realize you are in rent-to-own.

Be honest with yourself. Can someone

look at your store front and, without

hesitation, know that it's a rent-to-own

store? Stress the benefits you offer now.

Remember: Until those customers stop,
all that work you've done - training,
merchandising, advertising, cleaning
and buying - doesn't mean a thing.
You must first get them in the door
before any of your other hard work can

payoff.

Windows
Make them work for you. They

should stand out. Use colors that are

bold and bright. Hot red letters on a

yellow background work well. Look at

windows the next time you're out for a

drive near sundown. Pay close atten-

Exterior
Your building can also be used to

grab customers' attention. Banners,
balloons and flags waiving from the

top of the building all work wonders as 'v

attention grabbers. (Another tip: If you
can't find a local distributor call my
office and I'll see that you receive sev­

eral catalogs.)
Another means of outside advertis­

ing is the old A-frame billboard. Before '"

you build one be sure to check the local

laws. If the laws regarding outside

banners, flags or balloons are very strict

for your location, try the American flag.
Put up several American flags on the

top of your building - or one big one.
i..

Even the strictest laws can be bent with

Old Glory's help.
Music is another outside attention

getter. The music should appeal to your
customers. Sight and sound are your
two best methods of getting the atten­

tion of passers-by.

Interior
Now that we have the customer curi­

ous enough to come into the store, we
)..

must continue to keep his attention.

February - March 1990/PROGRESSIVE RENTALS



ADVERTISING

I�

The inside appearance and atmosphere
are as important to your success as the
exterior. When a customer walks into

your store, what is his first impression?
The old adage is true: flyou don't get a

second chance at a first impression."
Having your RTO store set up right is
the key to consistent BOR (balance on

rent) growth.
Every item should be priced to rent

or sell. A 10-year-old should be able to

buy it and a 10-year-old should be able
to sell it. Pricing can give you an extra

salesperson. It can also help ease the
floor confusion experienced by many
companies when they have a high turn­

'y over in employees.
Highlighting your merchandise with

special displays, crepe paper from the

ceiling, and flashy signs and lights can

really help. You can make decorating
the store a contest for your employees.

;; Give them $20 and see how far they can

stretch it. One store in Florida tried this

approach for Halloween and the em­

ployees had a great time making their
ideas work. One went to the HBO
(Home Box Office, a cable movie chan­
nel) studio and picked up some free

PROGRESSIVE RENTALS/February - March 1990

posters. Another bought crepe paper
and highlighted a stereo special. Ev­

eryone participated, and the company
benefitted.

Not all ideas have to be original. (In
fact, few really are.) Try going to some

of the specialty stores in your area. A
stereo store, for example, can give you
valuable ideas on how to make your
audio department look sharp. Go to a

furniture store and take note of their
different arrangements. Some stores,

especially the national chains, spend
thousands with interior designers and
decorators.

Music
Is your store deathly quiet - or does

it feel like a place your customers could

enjoy? Music can help a customer re­

lax. If a store is too quiet, the customer

can feel awkward talking to other

people. They, either consciously or

unconsciously, believe your people are

listening in on them. Make sure the
music appeals to your customers. You
want them to come in and like what

they see and hear. In many cases, this
can be more important than competi­
tive pricing.

Reinforcements
Now that you've set the mood and

highlighted those specials, it's time to

look around for those reinforcement

signs. These are signs outlining bene­
fits - placed all around your store -

and reinforcing what your program
does for the customer. The low-cost

approach might be to buy three of four

poster boards and assign an employee
with good lettering skills to write sev­

eral benefits on each board. Place them

strategically in high-traffic areas.

Merchandising
Look at your store from this stand­

point. In rent-to-own you're likely to

have four basic categories - brown

goods (TVs and stereos), white goods
(appliances), upholstered (furniture
such as couches) and case goods (any
furniture product made of wood, such
as bedrooms, coffee table sets, dinettes,
etc.). Every square foot of your store

should be carefully designed based on

three factors. First. What product will

yield the greatest APU (average price
per unit) per square foot? Second. What

Continued on page 20
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insurance), bonafide renter's insurance

and vendor's single-interest policy.
Here's a basic overview of all three

types of approaches:

COVER STORY

Insurance options for RYO
can resemble confusing maze
Rent-to-own companies, dealers must look at many different avenues

By John Gormley

Webster defines insurance as "cover­

age by contract whereby one party
undertakes to indemnify or guarantee
another against loss by a specified
contingency or peril."

Rent-to-own dealers, like allbusiness­

men, must concern themselves with

standard insurance needs such as prop­
erty and casualty and employee
healthcare coverage. (For more detailed

information on these aspects of insurance,
see related stories in this issue.)

But many RTO dealers also feel the
need to insure their merchandise once

it leaves the store - and is in the hands
of the renting customer.

There are a number of alternatives
dealers can pursue to protect their
merchandise against damage and bur­

glary, even though it may no longer be
under the store's, roof. That's good,
because individual stores aren't locked
into one common solution that, depend­
ing on the situation, may not be a solu­
tion at all. It can also be bad, since all the
choices - along with the benefits and

potential pitfalls - often prove to be a

confusing maze.

Almost any reputable insurance car­

rier can handle standard business cov­

erages. The "specialty" type of cover­

age geared toward the rent-to-own

market, however, is a much more nar­

row field. Insurance experts call this
"monoline" coverage.

"Monoline means it's single; it cov­

ers one thing," said Alan Stein, presi­
dent of Insurance Strategies, Inc., in

12

Coral Springs, Fla.
.

Stein says mono line coverage IS es­

sentially the opposite of blanket cover­

age, where one company handles all

aspects of insurance for a client.. "Most

companies won't issue those kmds of

policies," Stein said. "That's why the
monoline type of coverage has come

into effect because they (RTO dealers)
can't provide their customers with.an�
coverage through their regular carne�.

A typical scenario has one carrier

underwriting basic business coverage
for an RTO chain - such as property
and casualty insurance - while an­

other company covers the merchan­
dise that leaves the stores under a spe­
cial "renter's insurance" policy.

Renter's insurance protects both the

RTO company and the customer since

the merchandise is replaced through
an insurance carrier and the customer

is not held liable for basic kinds of

damage or burglary.
Three main types of "specialty" in­

surance approaches have been preva­
lent in the rent-to-own field - damage
waiver (which is not considered true

Damage waiver

Damage waiver is a direct agreement
between the RTO store and the cus­

tomer. Typically, the customer pays a

small fee in addition to the basic rental

contract to cover the rented merchan­
dise. A damage waiver will exempt the
customer from liability on a rental, but

generally will not provide for replace­
ment of the lost or damaged unit.

Some state courts have held that a

damage waiver agreement is, in es­

sence, selling insurance coverage, and
state insurance commissions all have

regulations that require sellers of in­

surance to be licensed.
The concept of damage waiver in �

rent-to-own is broadly similar to that of
the car-rental counter where customers

can elect to purchase additional cover­

age during the rental period. But a col­

lision-damage waiver, which covers

damage to the rented vehicle, is some­

times considered true insurance. The
rent-to-own damage waiver is even

more of a gray area.

"In essence, I guess you could call it

almost like a contractual waiver," said

Stein, "and a number of states say that
a contractual waiver is insurance. But it

really hasn't been tested. So what you
have is the conservative dealer saymg,
'Well, we don't want to be the test case;

we're going to use the insurance.' And
then the liberal ones will say, 'Well, �

when they catch me I'll stop.'
1/
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COVER STORY

Renter's insurance
The main differences between dam-

it(
age waiver and renter's insurance

usually mean that with renter's insur­
ance:

• A licensed insurance company sells
a policy to the RTO dealer, and that

company handles premiums and claims
for the dealer and his customers; and

• The customer isn't liable for dam­

aged property - and he also is eligible
for a replacement unit under terms of
the coverage.

Voyager Insurance is the undisputed
leader in renter's insurance. "We've

got the largest portfolio of (RTO) cus­

tomers," said Don Crawford, Voyager
vice president and national sales man­

ager - rent-to-own. "We're probably
pushing 4,000 locations now - all rent­

to-own customers. It's definitely a spe­
cialtyarea."

Crawford says his company has done
the research necessary to help rent-to­

own companies and dealers cover the
bases. "We're filed and approved by
the insurance commissioner of each
state," he said. "We help dealers out

with any kind of problems. We support
each state association; we go to meet­

ings with the state associations. If

anyone's got questions, we're there to

help."
Under Voyager's plan, the rent-to­

own dealer typically charges the cus­

tomer 5 percent of the payment, with $1
minimum. "Then the merchandise is
covered against fire, wind, lightning
and burglary," Crawford said. "And if

,Y the merchandise is stolen or burned up
or whatever, we replace the merchan­
dise to the dealer at cost plus 10 (per­
cent)."

A drawback in some states is the

difficulty of obtaining an insurance
seller's license, along with the differing
interpretations of exactly who must

carry a license. In Kentucky, for ex­

ample, a 40-hour class and passing
grade on an exam are mandatory be­
fore an insurance license can be issued.

Couple those kinds of licensing regula-

PROGRESSIVE RENTALS/February - March 1990

"The area that he (RTO dealer) needs to be concerned about
is the legality of offering an insurance product in his store
... And then he needs to evaluate that carrier that is ensur­

ing the risk."

- John Ihrig, president,
Hi Sage Marketing, Inc.,

provider of a rental insurance program

tions with rent-to-own's traditionally
high turnover rate and it can mean real
headaches for dealers trying to ensure

that their operations are in constant

compliance with state insurance laws.
What are the basic things that an RTO

dealer should look at when consider­

ing his insurance options on rented
merchandise? "The area that he proba­
bly needs to be concerned about is the

legality of offering an insurance prod­
uct in his store," said John Ihrig, presi­
dent of Hi Sage Marketing, Inc., which

provides a rental insurance program
out of San Diego, Calif. "The legality
issue: Do I have to be licensed or not?
And then he needs to evaluate that
carrier that is insuring the risk. Is the
carrier solvent? Is it a real insurance

company?"
Ihrig says that, in the television rental

business at least, "there really is (only)
one carrier for property insurance going
out the door and that's Voyager. That is
an excellent insurance company."

Vendor's single-interest policy
Under this solution, the customer is

not technically buying insurance, and
therefore the RTO dealer is not selling
it. The RTO dealer is buying a policy
that will cover those customers who
elect to participate in the program.

Multi-Guard Insurance is a company
that approaches RTO specialty cover­

age in this fashion. "We are writing a

single-interest coverage to protect the
interest of the vendor - the rental

company -against specific losses while
their equipment is in the hands of a

renter," said H. Lee Bailey, executive
vice president ofMulti-Guard. "In most

cases, the rental company is by contrac­

tual agreement modifying their rental

agreement to eliminate the possibility
of the customer for damage under

given, certain losses - in exchange for
a fee."

This approach has some parallels to a

blanket-coverage arrangement.
"The concept is almost identical,

except it is not a blanket coverage,"
Bailey said. "It is an optional coverage,
in this case. If the customer chooses not

to participate in this program, then

they're fully responsible. If they choose
to participate then they have certain
risks eliminated from the contract

which, then, the (RTO) company rein­
sures through us."

Store customers can elect to partici­
pate in the Safe-Guard program to

protect the merchandise while in their

possession. The store then purchases
the Multi-Guard coverage which pro­
tects the merchandise of those with the
Safe-Guard option.

"Basically, what they're (RTO stores)
doing is charging a fee for that modifi­
cation (to the rental contract). Then,
because they have additional risk, they
in turn insure those risks that they've
just assumed. So they're just basically
passing it on."

Bailey believes the vendor single­
interest policy avoids some of the legal
issues of other methods. "In this case,
there's not any question because there
is no insurance sale or selling going on

Continued on page 34
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Darrell lissot
Hillsboro, Ohio

PROFILES

(Editor's note: This is the fourth in a regular series of articles

profiling APRO members, attendees at conventions and semi­

nars and prospective members. VI Thomas, assistant director of
member services, conducted the interviews.)

Scott Salvesen
Santa Maria, Calif.

Scott Salvesen, Television Merchants, Inc.,
Santa Maria, Calif., is married. He and

wife Kristin have three children; two sons,

Nicholas (7) and Trevor (5); and a

daughter, Alyssa (3). Salvesen started in

rent-to-own with Curtis Mathes in 1982

and went independent in 1985. Salvesen

says the concept of rent-to-own appealed
to him because it seemed a lot more

personable than retail, and he values the

opportunity to develop closer relation­

ships with customers. The couple owns

four stores in California. Salvesen's imme-

diate goals include building BOR (balance
on rent) and reducing debt as much as possible.

Q. What has contributed to your success thus far?
We are successful because we really enjoy the business and we value

our customers. We have been in business for 10 years and some of our

customers have been with us for all 10 years.

Q. What kind ofprogram does your company have for in-house employee
training?

I don't think we can ever overtrain our employees. Training creates

consistency. If all your stores operate the same way they are easier to

manage. We certainly try to train our employees in individual stores on a

weekly basis and have a little bit more elaborate setup monthly. We have

found a real need for training, but it is also something very hard to

manage. It is difficult in-house to make preparations for an effective

training program, so we purchased some self-paced tutorial software

programs with workbooks. Our employees do appreciate the training
because they learn about the products and it gives them a sense of

product knowledge and helps them handle customers more effectively.

Q. APRO has developed a certification program for the rent-to-own

industry. Where do you think this new program will take RTO dealers,
owners and employees in the 1990s?

I think it is great! Several reasons why ... As our industry grows you
are going to see a lot more people moving around within the industry
and having that certification as a rental manager will speak very highly
of them. If you have an accounts manager that can declare his credentials

then it is a feather in your cap. This will definitely bring more profession­
alism to this business.

Q. How do the state associations playa role in this industry?
The role of the state associations should be to stay abreast of the

legislative issues in their state and inform the dealers. The dealers need to

be informed of all that is going on in their states.

Q. What do you see in the '90s for the RTO industry?
I believe the '90s hold several changes. The legislation will force us to

be a more regulated business. This should not deter RTO as a whole, but

will deter some dealers who are not willing to adapt and change with the

industry.
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Darrell Tissot, Countryside Rentals, Inc.,
of Hillsboro, Ohio is married and has two

children in college. His wife runs a home­

decorating center which they started 20

years ago. He graduated from Morehead

State University and worked for a large oil

company in industrial sales. Tissot later

started his own construction company. In

1985, along with an acquaintance, Tissot

decided to open a rent-to-own store

which, today, has expanded to five stores

with a central warehouse. Last year, Tissot

bought his partner's share of the business

and it has become a privately held

corporation. Since the buyout Tissot says his gross receipts have almost

doubled.

Q. Why are you so successful?
Good people. In the early stages our company was successful because

we devoted a lot of time and effort and took out little money. As we grew
our success paralleled most successful companies that have grown with

good people. The heart of the success of any company is the people that

operate it. Not just the owner, but the accounts manager, warehouse man

and all other people throughout the company. We are lucky in our

company that we are pretty much a family type atmosphere and are

blessed with a lot of good people.

Q. How do you feel about sending your employees to a one-day regional
seminar training program?

I think it is a great idea. I am of the opinion that there is never anyone
who is overtrained. You can't be overtrained for any job or overdressed,
either. You can always take a tie off, but you can't always go and put one

one. Training is the same way. I would love to have more localized

training. I can't afford to send a group to Texas, but I can send a group to

Indianapolis or Louisville. If the states would promote this, they could

have regionalized seminars in each state. I think most people would

agree it is worthwhile.

Q. What do the 1990s hold for the RTO industry?
Continued competitiveness, particularly price competitiveness. I

wonder if we won't see stratification of RTO. Traditional RTO has

serviced anybody - (and) that has been the big risk - but we have been

able to get the price to cover the risk. We will see in the future a very,

very narrowing of that price and, consequently, a lot of people will be

unwilling to accept the range of risks that we have seen in the past. We

are also going to see elimination of some of the people originally sought
to serve in RTO; a little bit better and more substantial income type of

people to rent to .. , I see a whole lot more price competition in the future.

Q. What is Darrell Tissot's philosophy?
The people who work for my company don't work for me - they

work with me ... The basic backbone of any company is the people on the

firing line dealing daily with the customers. Without good people you are
?

PR destined to failure. PR
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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 your store, you'll be sign- TOSH I BA
Ing a lot of new leases. Toshiba America Consumer Products, Inc.,82 Totowa Road,Wayne, NJ07470

In Touch with Tomorrow

EAST (201) 628-8000, CENTRAL (312) 541-9400, WEST (213) 770-3300.

A·PR:) Associate Member since 1986



explain more fully the extent of a customer's

exposure - if only to highlight the section

and to urge the customer to take care of the

property. It is to let customers know in

advance the consequences of a loss that

dealers have added such language as

"mysterious disappearance, damage by
pets, intentional damage done by family or

friends," etc.

There is certainly nothing wrong with

such language. It underscores the shifting
of the risk of loss for losses beyond the

customer's control, which is perfectly legal.
Lessors, generally, not just rent-to-own

dealers, do it all the time.

The risk-of-loss clause in the agreement,
if properly explained, ought to urge cus­

tomers to be particularly careful with the

rental property, since they are liable for

losses no matter what the reason. However,
similar language exists in all car-rental

contracts, tuxedo rental agreements and all

other short-term rental agreements.
Many rental agreements fix the measure

of damages for lost, stolen or destroyed
property at the fair market value of the

property at the time of the loss or destruc­

tion. This is no more than a summary of the

law of damages for breach of contract and is

probably enforceable. Other contracts also

state, less correctly, that a customer is liable
for the fair market value of the property if it

is damaged. This is not an accurate state­

ment of the law and is probably not enforce­

able.
Ten years ago most dealers were content

with a contract clause shifting the risk of

loss from all causes, except ordinary re­

pairs, onto the customer, a policy of dili­

gently investigating reports of theft or

mysterious disappearance, and acceptance
of the notion that a lost TV was a charge-off.
Few dealers went to the trouble of getting
judgments against customers who had lost

TVs, since the cost of the judgment out­

weighed the likelihood of collecting any

COVER STORY

Risk-of-Ioss issues important
to rental dealers - and others
Damage waiver fees, leased property insurance are parts of big picture

By Ed Winn III
Risk-of-loss issues, including damage

waiver fees and leased property insurance,
are on the minds of many rent-to-own

dealers these days. These issues are also on

the minds of insurance agents, industry
lawyers, attorneys general and state legis­
lators.

Since so many people are spending time

thinking about these things, it is not pos­
sible, yet, to offer any final pat, or even

complicated, answers to the questions
raised. It is possible to crystallize the ques­
tions. This article will do that.

The legal relationship established by a

rental agreement between the dealer and

the customer is that ofbailor and bailee. The

law of bailments has had a long and vener­

ablehistory in the common law of the United

States and of England. These common-law

rules developed in the absence of an ex­

press contractual agreement to the contrary.
In a bailment for the mutual benefit of

both parties - a typical television rental

transaction, for example - the customer

bailee has an "ordinary" duty of care to­

ward the TV. That means the customer

must treat the TV with the care and atten­

tion that a reasonably prudentpersonwould

have for his own property under similar

circumstances. In the absence of a contrac­

tual agreement to the contrary, then, a dealer

would have to prove that the customer was

negligent in order to recover for loss of or

damage to the property while in the

customer's possession.
Proving negligence can be difficult. If, for

example, the set was stolen, and the cus­

tomer was not home at the time of the theft

and had left the dwelling locked, the dealer

would be hard-pressed to prove that the

customer failed to use ordinary care toward

the property.
The common-law answers to risk-of-loss

questions in bailments evolved over hun­

dreds of years and relied heavily on who

was in the best position to safeguard the
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property - and to what extent that person
was benefiting from the bailment. But the

common law never said that the parties to a

transaction could not reallocate the risk of

loss by contract. The parties to the transac­

tions can agree in advance to shift the risk

for various losses any way they choose.

Indeed, many contracts creating bail­

ments take great liberties with common law

risk-of-loss allocations, including rent-to­

own agreements and most other rental and

lease contracts, as well.

In most rental agreements there is lan­

guage purporting to shift almost all risk of

loss onto the customer. The only risk that

rental dealers do not shift is for ordinary
repairs necessary to maintain the property.
By contrast, many vehicle leases do, indeed,
shiftall risk of loss onto the lessee , including
all maintenance and repair responsibilities,
making the lessee, in effect, an insurer for

the car.

It is the language used in the contract that

determines exactly which losses the dealer

has shifted onto the customer besides the

common duty not to treat the property
negligently. Simple, all-inclusive language
would likely suffice.

flyou, the lessee, are responsible for

loss or damage
to the property from all causes whatso­

ever."

Dealers have tended to add language to
Continued on page 46
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The cost of malpractice insurance has
increased by 60 percent over the past
five years. This increase is passed on to

the patient in higher office visit charges.

COVER STORY

Examining each part of insurance

industry reveals RYO needs
Nature of the rent-to-own business makes some types of coverages key

By Barry Gambini

If it weren't for those monthly insur­
ance premiums for employee benefits,
vehicles, workers' compensation and
the business package policy (that sup­
posedly covers everything else) our cash
flows would look considerably better.

As the previous owner of RTO, Inc., I
found it somewhat distasteful to write
checks to insurance companies for

products I wasn't sure I wanted or

needed. Now that I am on the receiving
end of the same checks from other
owners of rent-to-own businesses, I get
satisfaction from knowing that clients
who purchase coverage through our

agency have done so based on a thor­

ough understanding of their needs and

requirements.
I am helping my clients to become

more informed consumers by explain­
ing the many options that exist and by
answering their questions. I direct them
to purchase only those coverages that
are necessary for survival, and remind
them that insurance should never be

purchased for an exposure that could
be assumed or passed on to another

party.
By examining each part of the insur­

ance industry, I've been able to identify
and explain several key areas that
should be of interest to those in the
rent-to-own industry.

Employee benefits -

major medical
When it comes to employee benefits,

all employers are asking the same
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question: "Why are costs so high?"
Medical and medically related bene­

fits cost employers an average of $2,748
per employee last year. The latest pro­
jections suggest that this amount will
double by the year 2000.

The average rate increase consists of
medical cost trending (currently 25

percent annually) and the overall claims

experience of the group. This cost in­

crease is a result of five major compo­
nents:

1) High cost procedures / technological
advances. Transplants, bypass surger­
ies and neonatal care for premature
babies are all new advancements in the
effort to increase and extend the qual­
ity of life.

2) Cost shifting. Budget cuts in govern­
ment-funded programs have forced

physicians to charge inflated rates to

patients with private health insurance
to compensate for the perceived loss of
revenue generated by the uninsured.

3) Malpractice insurance/legal services.

4) Heavy utilization/unnecessary pro­
cedures. Extensive testing assists a

physician in diagnosing and protects
against error and lawsuits. Aside from

this, the rich benefit programs of the
1970s and early '80s (full-pay benefits
such as out-patient surgeries, PCS cards,
accident provisions and low co-pay
deductibles for preferred provider
organizations - PPOs) have been an

incentive to utilize indiscriminately
rather than prudently.

5) AIDS. The buzzword of the '80s. It is

estimated that by the year 1991 the cost

for the treatment of Acquired Immune

Deficiency Syndrome will have ex- ""

ceeded $1.6 billion. By the year 2000,
this is expected to increase to $500 for
each person on the globe.

In light of the staggering statistics

and gloomy forecasts, it's important �

for employers in the rent-to-own in­

dustry to understand that they do have

options. They can alter the type of

program they have to limit the "gravy"
benefits while still maintaining a qual­
ity program that controls costs.

Larger employers (50 or more em­

ployees) should be encouraged to ex­

plore self-funding options with spe­
cially designed benefit programs to

meet their needs. Many employers
appreciate both the type of control this

gives them and the increase in cash

February - March 1990/PROGRESSIVE RENTALS
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flow they experience.
Smaller employer groups (less than

50 employees) should choose a carrier
that is stable in the market, preferably a

large life insurance carrier. Small group
carriers offer several plan designs to

choose from in a myriad of price ranges.
Ask to see the rate history over the past
two-year period for each proposed
carrier.

It's important to remember that the
cost of employee benefits can be shared
with your employees. It has been my
experience that more employers, both
small and large, are resigned to the fact
that they can no longer assume the
burden of rising costs on their own.

Cafeteria plans or Section 125 programs
offer employees the opportunity to have
their portion of insurance costs with­
held from their pay before rather than
after taxes by means of a simple paper
transfer. The bottom line is a savings in

taxable dollars for both the employer
and the employee.

Let your employees know that your
benefit program is designed to protect
them from assuming a catastrophic loss,
and not to assist them with the nickel­
and-dime office visits for the common

cold.

Vehicles
"What are some ways I can cut auto

insurance costs and still be protected?"
By absorbing more of your losses

through higher deductible selectionyou
will not only receive premium credits
but you'll also limit the number of
claims the insurance company is aware

of. This will improve your loss history
and allow for more experience credits
to your premiums. This could make a

difference between staying with a pre­
ferred or standard insurance company
or being placed in a nonstandard mar­

ket that surcharges for bad experience.
There are unusually good pricing

breaks for $250 deductible on compre­
hensive and $500 or $1,000 on collision.
A deductible of $1,000 for property
damage will also help reduce premi­
ums by taking care of the small "fender
benders."
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I see many store

owners purchasing
medical payments
and high limits of
uninsured motorists'

bodily injury cover­

age on vehicles driven
and occupied only by
employees. These

coverages should be

fully understood and

carefully evaluated as to need, since all

employed vehicle occupants are re­

quired by statute to be covered by
workers' compensation.

"How do I select driving employ­
ees?"

This is a difficult task because of the
rent-to-own industry's high employee
turnover. Care must be taken in selec­
tion of good drivers. By requiring all

job applicants to bring a copy of their

driving record when they apply, you
will screen out many undesirable ap­
plicants, thus saving you the time and

many of the application process. To
allow an employee of yours to operate
one of your vehicles without knowl­

edge of his driving record is very risky.
As a rule, there should be no more than
two minor violations (such as speed­
ing) within the past three years, and no

major violations (such as hit and run or

drug/ alcohol related) within the past
five years. People are not bad drivers

part of the time. They are either good or

bad, and whether the violation hap­
pened on personal or company time
has no bearing.

Request that your agent check all
drivers on a regular basis and that you
receive copies of each MVR (motor
vehicle report). There are driver selec­
tion programs to assist you in setting
up a selection procedure. If your agent
does not have one, feel free to request
one from us.

"What is, and why do I need, non­

owned and hired auto coverage?"
This is best explained by an example:

Becky, "Joe's Rentals" secretary, is paid
minimum wage and has only a mini­
mum auto liability policy or none at all
on her own car. She takes the mail to the

post office and hits a pe­
destrian, severely injuring
him. Since she was on

business for Joe, he is par­
tially responsible. IfJoe has
non-owned auto liability
coverage, it will respond
over any insurance Becky
might have. As you can

see, it's a good idea to

screen the driving records
of employees who may drive their
vehicles on company business. It is also
a must to require that they have insur­

ance on their own autos. The largest
auto losses our agency has seen have
been non-owned auto losses.

Your auto insurance costs could be

greatly reduced by careful driver selec­
tion and absorbing as much of each loss
as your cash flow will permit. In addi­

tion, your business will become a pre­
ferred risk, and therefore more appeal­
ing to the insurance carriers with the
lowest rates.

Workers' compensation
"How does an "experience modifica­

tion" factor affect me?"
Most states have an experience rat­

ing plan for businesses that generate a

certain premium over a set amount of
time. The size and time differ with each

state. In general, in states where you
are eligible for a modification factor,
your losses (including those reserved
and not paid yet) are compared to your
premiums for a number of years. This
results in a ratio of loss versus pre­
mium which is converted to a debit or

credit modification factor applied to

the standard workers' compensation
rates. I have seen store owners with a

200 percent modification factor, there­
fore paying twice the standard rate.

"How then can I help keep my losses
down and help my experience modifi­

cation factor?"
This may be the No.1 problem for

most rent-to-own stores, primarily
because of poor hiring practices. Re­

quiring pre-employment physicals,
including drug testing, by employer-

Continued on page 34
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HOUSECLEANING,
continued from page 11

item will have the best potential for

keep rate? Third. What product do you
have that could be considered high in

deal inventory?
Let's start with APU. Case and up­

holstered goods have the highest po­
tential here. Neither one of these cate­

gories is easily shopped. Model num­

bers and manufacturer's names aren't

always on each of these. That's why it's
more of a case of what the market will
bear than worrying about what the

competition is running. Brown goods
and white goods are still an industry
staple. Consider your situation and
decide what should have the best loca­
tion in the store. It after looking at your
history, you think white and brown

goods are your highest volume items,

then display them in those key loca­
tions.

Keep rate is a major point in rent-to­

own and one that has a lot to do with

merchandising. If a woman has to

choose between taking back her washer
and dryer or her living room set, what
do you think it'll be? Usually, the washer
and dryer go first. After all, she can still
take her wash to the laundromat, and
her friends won't have to sit on the
floor. Don't count out brown-or white

goods. If you can only rent one item at

a time to a person, what directionwould
be best for you? Merchandising and

putting yourself in your customers'
shoes can ultimately improve your keep
rate.

Inventory
Some might forget that this can also

influence your floor arrangement.
When you get too much of one product
sitting in the back it's time to give it star

status on the floor. And remember:
When the floor looks good, it's like

adding an extra salesperson to your
staff. By advertising your merchandis­

ing and merchandising your advertis­

ing you will see not only greater BOR,
but an increase in your bottom-line

profit.

Cost-effective advertising
Your store is finally in shape. Now's

the time to advertise. But before you go
out and start spending that advertising

Management services who's who
Coordination is the key to operating a rent-to-own store. This requires a number
of management services from insurance to point-of-purchase signs, to advertising
and warranty programs. This up-to-date listing of the management services

companies that work with rental-purchase is limited, with one exception, to
AFRO associate members, AFRO convention exhibitors and AFRO publication
advertisers.

*
= Associate member

+ = Advertiser
¥ = Convention exhibitor
»Consultant

+¥Learning Power *¥Triad Learning Systems
72 Country Place 122 W. Carpenter Frwy., Suite

Springfield, IL 62703 501
*+¥Chrysler First Wholesale (217)529-4650 Irving, TX 75039
Credit P.O. Box 1500 (214)541-0123
1105 Hamilton St. Big Pine Key, FL 33043 +Service Solutions Consulting and employee
Allentown, PA 18101 (305)872-2643 235 N. Nova Rd. training
1-800-FINANCE Employee training literature and Daytona Beach, FL 32114

Inventory financing videotapes (800)AUDIOTV *+¥TRIB Group
RTO equipment service center 3783 Presidential Parkway,

+¥Color Mail/Katz *+¥McDonnell Douglas Suite 113
18590 Cranwood Ct. Finance Corp. ¥Southern Accounting Systems Atlanta, GA 30340 �
Cleveland, OH 44128 10901 Lowell, Suite 280 P.O. Box 703 (404)451-4302
(216)475-8920 Overland Park, KS 66210 Muscle Shoals, AL 35660 Buying group
Print advertising (913)661-9234 (205)383-2029

Rental financing Accounting services *+¥Voyager Insurance
*+Hi Sage Marketing, Inc. P.O. Box 2918
(Rental Insurance Program) +¥Marcon Group "Surrett, Walker, Creson & Jacksonville, FL 32203
5665 Oberlin Dr. #202 P.O. Box 661 Colley (800)237-8314
San Diego, CA 92121 Mt. Pleasant, SC 29465 800 Trust Company Bank Bldg. Rental, general business in-

(619)457-0711 (803)884-9361 Augusta, GA 30901 surance

Rental Insurance Management, employee training (404)722-3301
and seminars Legal counsel »Harry Weisbrod Associates,

*+¥Insurance Mart Inc.
6045 Ridgewood Rd. +¥Multi -Guard Insurance ¥T. Buff & Son Promotions 10300 N. Central Expressway,
Jackson,MS 39211 P.O. Box 34517 P.O. Box 1288 Suite 350, Bldg. V
(601)956-5093 Louisville, KY 40232 Parker, CO 80134 Dallas, TX 75231
Rental, general business insur- (502)589-2999 (303)841-6869 (214)373-0435
ance Rental insurance Advertising, promotions Wage-hour consulting
*+ Insurance Strategies, Inc. +¥Saf-Write Forms & Systems *+¥Transamerica Commercial *Whitsell & Company
7522 Wiles Rd. 1209 S. Ridgewood Ave. Finance 2301 E. Lamar Blvd., Suite 200
Coral Springs, FL 33067 Daytona Beach, FL 32014 13760 Noel Rd., Suite 919 Arlington, TX 76006
(305)344-7900 (800)292-3676 Dallas, TX 75240 (817)640-4454
Rental insurance (800)521-3676 (Florida) (214)458-5850 Rental accounting

Rental business forms Inventory financing
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"Our windows tell who we are, what we offer and the
merchandise we carry. We get a lot ofpotential customers

straight off the street who say curiosity brought them in."

dollar, consider some inexpensive ways
to reach customers. Your employees,
and staging various events, can amount

to an advertising goldmine.
• Account managers should carry a

notebook in their pocket. Whenever

they leave a customer's house, they
should take notes on what else that

particular customer could use. When

they get back to the store, the account

managers can put the notes in an enve­

lope for that month. Sixty days later,
check the envelope to see if those cus­

tomers would be good add-on pros­
pects.

• Creating a Saturday event can bring
in the customers. Try dressing up a

person in a costume and having them

give out balloons to the children. Let .

them wave to people outside the store.

Gettingtheir attention is half the battle.
• Go to the local churches and con­

vince one to have a bake-out in your
store. Allow them to advertise the event,
with your help. It doesn't cost you a

thing, and it's a great traffic builder.
• The Junior Chamber of Commerce

can put a promotion together with you.
Chamber volunteers can sell hot dogs
and soft drinks and offer prizes. They'll
get the money from the concessions;
you'll get the rentals. Again, it's creat­

ing traffic.
• Hand out four-page fliers that

double as children's coloring books.
Give a prize to the best-colored flier.
The prize is awarded at your store on

the first of every month.
Get those referrals working for you

by using money or prizes. Get your
people to do it consistently. You must

set up some form to track this. Other­

wise, there is no accountability.
• Another employee idea is to give

your manager a small budget to spend
on setting up his own promotion. Try
setting a limit of $500 to $100. You

might be surprised how creative the

promotion can be, despite the limited

budget. An added bonus: The manager
sees, on a small scale, what you as

owner are going through.
• At your next storewide meeting

discuss various ways to bring in new

customers. Try setting up a contest to

- Jim Jones, owner,

AAA Company, a three-store chain in Texas

award an employee bonus to the best

promotion costing less than $50. Also,
have each employee make five phone
calls to past customers or referrals be­
fore they go home each day. This will
not only mean increased BOR, but it
will also help your people better handle
the incoming calls. Those old applica­
tions are worth gold. If they're still at

their job and address, then they're a

prospect.
Even if you're a small-chain owner,

you can tap into all this big-time crea­

tivity. Just keep your eyes and ears

open to what's around you. Jim Jones
of AAA Company, with three stores in

Texas, does.
"When you are small like we are,

there aren't a lot of advertising dollars

floating around," Jones said. "How our

store looks, the merchandising we have
on the floor and referrals dictate how
much business we do in any given time.
We depend on placement and signs to

move merchandise. Our windows tell
who we are, what we offer and the
merchandise we carry. We get a lot of

Continued on page 34

YOU CAN, BE MORE PROFITABLE

YOU WILL, BUY MORE EFFICIENTLY

YOU MUST, TO STAY COMPETITIVE

CALL TODAY
TO FIND OUT HOW... AND WHY
OVER 800 STORES KNOW THIS.
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WHY NOT BUY LIKE THE BIGGER
CHAINS. TAKE ADVANTAGE OF THE
POWER OF 800 STORES BUYING,
DISTRIBUTION AND SERVICE.

Member Owned/Member Operated

The Rental Industry Buying Group
Serving Over 800 Stores

OPERATING SINCE 1983
For more information, contact John Blair (404) 451-4302

3783 Presidential Parkway, NE • Suite 113 • Atlanta, GA 30340

A·PfD Associate Member since 1983
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COVER STORY

Insurance costs can be lowered
with risk-management approach
Exploring avenues of exposure, and taking preventive steps, advisable

January, 1980 - Ringggg
"The Insurance Mart, may we

help you? Yes, we write insur­
ance coverage for rental stores."

And we did. The concept was

new to most insurance company
underwriters, and they were not

too willing to take the risk we

were offering to insure. But we

persisted.
We realized that one of the

reasons members had joined
forces to form APRO was to

enable them to accomplish things
as a group that they couldn't do Robbie Bratcher, right, The Insurance Mart, and John
alone. We were committed to Berger, Travelers, at 1989 AFRO convention/trade show.

the same goal, and that has helped fees rose approximately 65 percent and
maintain an insurance market for the hospital room costs increased 83.5 per-
rent-to-own industry - through the cent.

early years to the present. Another element affecting rising in-
When the RTO industry was younger, surance costs has been fraud, a several-

loss control was not a priority. Conse- billion-dollar-a-year "business." Com-

quently, insurance companies got a bad mon scams in this country have been

image of the industry. With continued staged auto accidents, false medical
work from our side, combined with charges, arson and phony auto thefts.
dealers' efforts, we've seen quite an The growing number of lawsuits and

improvement. the high-dollar settlements - both in
The rent-to-own industry has a lot of and out of courtrooms - have also

vehicle and workers' compensation fueled rising premiums.
exposure, and this seems to be the area We've experienced times when in-

of greatest losses. We have recom- suring some risks was impossible at

mended loss-control measures and any price because of extremely bad
studied to identify problem areas. losses. Even today, with good risk

Everyone is concerned about control- management, there will be the "un-

ling insurance costs, including insur- usual" type of losses. anies as

ance companies. Despite safety efforts, well as agents h een seeking solu-
vehicle repair and medical treatment tions tot problems.
costs have continued to rise dramati- »-> Today's insurance markets have

cally. Studies have shown that betwe;� become more specialized. Companies
1981-88 labor costs for auto repairs have found certain niches or areas in

jumped almost 130 percent, physicians which they are interested in taking risks.

By Robbie Bratcher
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TheTravelersJ Agents, also, have begun to real­
ize that with the complexities of

coverage in business today,
there's a need for specialization
like never before.

Agents need to understand the

everyday needs of clients, and

explore every possible avenue of

exposure. Clients, on the other

hand, should select an agent they
have confidence in; one who
knows their business and the risks
involved. Many times, because of

busy schedules, there isn't enough
time to review coverages you have
or discuss those you might need.

Having an agent who knows your
business and specializes in those

coverages can better determine
the needs you might have. Some agents
have expertise in one area but don't
understand others. Specialization is

recognized in many other professions
and services. It's no less important in

today's insurance maze.

Avoid "price shopping" only. In\he
past two years, a record number of
insurance companies have become
insolvent. We all like a bargain, but if
the company isn't available to assume

the risk when we need it, we assume

the risk ourselves. A financially sound,
stable and respectable company may
not always have the lowest rates. But
it's more likely to be around when
needed.

RTO dealers measure their perform­
ance by repeat business. Any business­

person who sells products or services
knows customer satisfaction and con­

tinued support (repeat business) is the
lifeblood. Clients who renew coverage
are casting a vote of confidence in their

February - March 1990'PROGRESSIVE RENTALS



For people who
make better living possible,

we've made the best
insurance affordable.

insurance carrier, and this confidence

just renews our commitment to hard
work and providing better customer

service.
"It makes you feel good to know that

"(' when you ask for something to be done
it is taken care of, and you don't have to

wonder about it," said Bradley Fields
of Action Rentals, a client of The Insur­
ance Mart.

One area that insurance addresses is

client losses because of crime, and this

aspect is becoming more acute. Accord­

ing to the Insurance Information Insti­

tute, a burglary occurs every 10 sec­

onds in this country, contributing to

almost $4 million in losses each day. In

the United States, burglaries have

almost doubled during the last decade.

And, unlike lightning, thieves often
strike in the same place twice.

Crime coverage, including theft or

property, employee dishonesty, rob-

A·PR:» Associate Member since 1982
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bery or theft of money and securities

and computer fraud, aren't automati­

cally covered on all policies.
Burglar prevention is making your

business tougher to get into than the
one next door. A silent central-station
alarm that is answered within 30 min­

utes is preferred, but a good lock can be
as much of a deterrent as an alarm. The
lock should be a dead-bolt type, requir-

For a free, no obligation quote, call:

The Insurance Mart, Inc.

800-233-7075 (In Mississippi, 800-338-5513)

ing either a key or a knob to set it. The

double-cylinder dead lock can be the
most frustrating for a burglar because
the lock must be opened by a key from
either side, making it difficult for the

burglar to get out of the building with

any merchandise.

Bright outdoor and indoor lighting,
and even motion detection lighting that

floods an area with a powerful beam

when activated, is another deterrent.

Safes are important for valuables or

cash, but the best general practice is a

daily bank deposit.
Property coverage is perhaps one of

the most misunderstood insurance

areas. "All risk" coverage covers all

perils unless excluded, such as war,

flood and deterioration. Earthquake
coverage must be added, as well as

flood. "Named peril" protection cov­

ers only those perils named in the pol-
Continued on page 44

Underwritten by

TheTravelerSj'
You're better off under the Umbrella"

The Travelers Indemnity Company and its Affiliates

Hartford, Connecticut 06183
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�, THOMSON CONSUMER ELECTRONICS

For more information write to: THOMSON CONSUMER ELECTRONICS Rental Marketing Dept.
600 N. Sherman Drive, Indianapolis, IN 46201

A·FfD Associate Member since 1981



monitors the rates and plans of more

than 100 carriers. Even with that kind
ofeffort (which is only possible through
a computer network), we find ourselves

at dead ends from time to time. The
best advice, when it comes to group
health plans, is to go to someone who

specializes in helping firms find and

implement these plans. And this per­
son, or organization, needs to be inde­

pendent and not an employee or agent
of one company. Is your firm too small
for this type of specialist? Probably not.

Our clients represent anywhere from
two employees to several hundred.

Let's assume that you are in the care

of someone who specializes in group.
What next? Obviously, this person
needs to get a handle on your situation.

Do you have a current plan? How many
employees do you have? Do you carry
workers' compensation? Are there any
health problems among your employ­
ees?

Once your representative assesses the

situation, you both need to consider

your wants. Deductible? Co-insurance
limit? Maternity? Prescription card?
HMO (health maintenance organiza­
tion) type plan? PPO (preferred pro­
vider organization) type plan? Dental?
After your wants are established, then
the next two questions are perhaps the
most important. What's the most im­

portant want? Which one will have the
most impact on whether you can put
together the overall plan you're seek­

ing?
The one overriding factor: The health

of the group. The smaller the group, the

COVER STORY

Group insurance a complicated
issue that needs specialist's touch
Healthcare coverage a big concern for employers, employees alike

By Dave Clark

Group insurance has become a much
more complicated issue for many busi­

nesses. This is, to some degree, because
of the introduction of new types of
benefit plans and the new terminology
that goes along with them.

A contributing factor is the increased

intensity of carriers investigating and

evaluating the health conditions of

group consumers. If employers are to

succeed at securing and maintaining
quality healthcare benefits for their

employees, they will have to become
more educated, follow certain proce­
dures - and avoid pitfalls.

Two questions help us get to the heart
of the matter. First: How can you se­

cure a group health plan for small- to

medium-sized firms without spending
too much time and without encounter­

ing too many problems? And second:
Once you secure a plan, what can be
done to keep that plan on a longterm
basis - say five years or longer?

Let's consider the first issue - secur­

ing a plan. How should you begin?
Should you or your staff get out the

yellow pages and start looking in the I's
under insurance - phoning 10 differ­
ent companies or agents? No. This is a

shotgun approach. It's very time con­

suming and risky when you consider
what type of person you may get on the
other end of the line.

Companies that underwrite group
plans are not necessarily able to point
you in the right direction or guide you
in your search. Calling different agents
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at random is also a problem. In most

states, agents/brokers who are licensed
to sell individual life or health policies
are automatically able to market and
counsel in regard to group insurance.

This isn't a problem for them. It can,

however, be a problem for you. Too

often agents are too eager to handle

group situations even when they aren't

qualified. It's like going to a divorce

attorney to file for bankruptcy or going
to a family dentist for orthodontia work.

Unless someone (particularly in

today's environment) specializes in

group insurance for firms, it's difficult
for them to do the kind of job needed,
both at the outset and over the long
term, for their client. The insurance

industry is in a state of change - more

so today than ever. In fact, those of us in

the employee benefits (group health)
side of the industry spend a great deal
of time monitoring these new changes
- carrier's rates, plan changes, new

plans and the laws governing employee
benefit plans.

Our office, in any given month,

February - March 1990IPROGRESSIVE RENTALS



more significant the health problems
become. Small firms with employees
who have had recent heart attacks, early
onset diabetes, cancer and strokes can

experience real problems in finding a

group plan. Some firms searching for

group coverage will no doubt encoun­

ter dead ends. But dealing with a spe­
cialist will reduce the chances of hitting
one of these dead ends. For most firms,
a specialist will overcome certain

hurdles and deliver a competitively
priced product backed by a credible
carrier or provider.

Now let's assume you've nailed down
a group plan that is acceptable - both
in terms of coverages and rates. When
this plan was installed you probably
received either a six- or 12-month rate

guarantee. At the end of that rate guar­
antee you probably got a rate increase.
This is another area where a group
specialist can be a real asset. That's
because the specialist is in a better

position to advise you on whether to

accept the increase or attempt to move

your plan.
There are, of course, times when it's

better to stay with your present carrier.
We have clients who have been with
one carrier for as long as 10 years. This
includes the last four years, when rates

have been on the increase. No matter

what carrier you move to, you're al­
most certainly going to get rate in­
creases. To get the lowest rates all the
time you'd have to move your plan
every year. Is this practical? Of course it

isn't. There are some risks to undergo
every time you make a change. It's

unsettling to employees and manage­
ment. And making changes every year
- or even less frequently - can cause

problems in trying to get carriers to

quote your group. More and more car­

riers are asking us how many carriers a

customer has had in the past. If there
are too many changes in a firm's past,
the carriers are beginning to decline on

offering quotes.
We see employers who change carri­

ersfrequently, primarily to save money.
Sometimes they move to carriers who
don't charge enough for their product
and consequently end up in receiver­

ship - or simply refuse to renew.

PROGRESSIVE RENTALS/February - March 1990

Of course, there are instances when a

plan should be moved. We move our

clients from time to time, but it would
be difficult to outline all of the justifi­
able circumstances. Cases that would

probably warrant moving a group plan
include the following.

• A carrier abruptly raises its rates in

the 40- to 90-percent range. (This might
occur because the carrier is suddenly
aware of how deficient it is in terms of

premium income. If our client is in

good health and has had reasonably
low claims, we will move the plan.)

• A client has had a significant acci­

dent occur involving one or more of its

employees, and the carrier raises its

rates 50 percent to 100 percent in order
to recoup the claims it has paid. (In this

instance, if our client either no longer
has this employee or if that employee is

back at work and recovered, then we

will move the plan.)
Continued on page 44

600 FIFTH AVENUE, NEW YORK, N.Y.l0020·(212) 757-2800

The Diamond Source For All Your Jewelry Needs

Prices To Fit Every Request

Diamond Earrings • Diamond Pendants
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Hitachi brings Rental Dealers 21 st Century audio
products today...Omega 2000! The new Omega 2000
series is now available in both table top and rack
systems with beautiful large speakers and is per­
fectly designed for the rental industry. Hitachi's
superior quality and state-of-the-art technology in
color TV, projection TV, VCR, camcorder, and audio
products results in higher keep rates with higher
profits! Step into the future of rental with Hitachi.

OMEGA 2000 SERIES...TOMORROW'S SOUND TODAY I

HIK
MD5000 CD System shown,
one of four exciting
Omega 2000 systems.
Two advanced-design
amplifiers drive the woofers
to achieve consistently
astounding bass response.
Add the 3rd dimension of true
bass performance!

Twin Drive/Dual Port
I

, 3D Sub Woofer System I
, I, I,

I

Advanced Technology
Means

Great Sound Quality

E HI �CHI DIFFERENCE
AMPLIFIER:
50W RMS x 2 (BTL mode ), 50W +

15W RMS x 2 (3D mode).
Separate sub woofer level control,
switchable 3D, BTL modes.

TURNTABLE:
Belt drive, semi automatic

TAPE DECK:
Double Deck, (high speed
dubbing) Dolby® B

TUNER:
(Digital quartz tuning) 20 random
preset stations

CD PLAYER:
24-program, 4-way repeat and
random play

H!K
DA-C70SW

12-Disc CD Player
• 6 + 6 Twin Magazine Changer
• 3 Play & 3 Random Play modes
• 41-Key Remote Control
• Oversampling Digital Filter

HIK
TRK-3DSOH Stereo Radio
Twin Cassette Recorder
• 3D Twin Drive
• Surround System
• Dual Cassette (Auto Reverse

Deck 1)
• 5-Band Graphic Equalizer:_�._.

SATELLITE SPEAKERS:
2-way bookshelf with %" half-dome
tweeter, 5" magnetic shielded woofer

MS-W600H
Cassette
Portable Component
System
• Quartz Digital Synthesizer

Tuning
• Dolby® Noise Reduction
• 15 Watts/Channel
• 5 Band Graphic Equalizer

Hitachi Sales Corporation of America 401 West Artesia Blvd., Compton, CA 90220
Contact: Gary Wooten, Nat'l. Sales Manager (800) 262-1502 ext. 502

A·FA:» Associate Member since 1985



/ CONVENTION
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Countdown to the future
'{ features fun-oriented lineup

APRO golfers to find July event in Orlando won't be all business

Walt Disney
World's Magnolia
Course has been
selected as the site
for the APRO 1990
convention golf
tournament, set for

Sunday, July 22.

As the kickoff
event of this year's
convention
which is set for Sun­

day through Thurs­

day, July 22-26, and
is referred to as

"countdown to the
future" - the golf
tournament prom- Convention golfers to enjoy the Walt Disney World Magnolia Course.
ises to be one of the

Photo courtesy Walt Disney World

best ever conducted, according to Dar­
rell Tissot, APRO member who helped
put together the tournament.

The course's Mickey Mouse bunker,
on the sixth hole, is known worldwide
to golfers and non-golfers alike. Along
with the competitive play and shotgun
start, extras planned include coffee and

doughnuts while loading the buses; a

luncheonbuffet; beverage cart; preload­
ing of golf bags and posted pairings;
tote board on completion of play; and a

full line of Mickey Mouse accessories
available as souvenirs.

Some of the more coveted awards
will be a "fisherman's" trophy and, of
course, the inevitable "gator" trophy.

"Mark your calendar, make your
plans, bring your clubs and join with

your fellow rent-to-own dealers, asso­

ciate members and APRO staff for a

fun-filled day at the Walt DisneyWorld

Magnolia Course," said DJ Thomas,
APRO staff member who has worked
with Tissot on the tournament.

PROGRESSIVE RENTALSlFebruary - March 1990

Here's the tentative schedule:

Saturday, July 21
• 2-5 p.m. - Golfers turn in bags to

hotel for shipment to course.

Sunday, July 22
• 6:15-7 a.m. - Golfers check in at

hotel lobby; coffee and doughnuts
available at bus loading area.

• 6:30 a.m. - First bus departs for
course; putting/chipping greens avail­
able; pro shop open.

• 7 a.m. - Second bus departs for
course.

• 7 a.m. - Carts preloaded; pairings
posted.

• 7:50 a.m. - Carts depart for desig­
nated holes.

• 8 a.m. - Shotgun start.

·12:30-1 p.m.-Approximateendof
tournament; posting of scores.

• 12:30-2 p.m. - Luncheon buffet.
• 1:30 and 2 p.m. - Buses return

Continued on page 31
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MEMBER SERVICES

APRO takes
role in winter
trade shows

APRO representatives participated
in three major market shows during
January and one during February, ac­

cording to director of member services

Debbie Hansen.
To better serve rent-to-own attendees

of the national market shows, APRO
booths were reserved and staffed for
the:

• 1990 International Winter Con­
sumer Electronics Show (CES), Satur­

day through Tuesday, Jan. 6-9 in Las

Vegas;
• The Dallas Winter Homefurnish­

ings Market, Saturday through Thurs­

day, Jan. 13-18 in Dallas;
• And the Atlanta Winter Furniture

Market, Saturday through Tuesday, Jan.
27-30.

In addition, APRO's member serv­

ices department helped make things
easier for APRO members who at­

tended the January shows by reserving
blocks of hotel rooms at discounted
rates and by setting up hospitality suites
for rent-to-own attendees.

Sanyo Fisher USA, Voyager Insur­
ance Companies, Transamerica Rental
Finance and Colortyme were among
the sponsors of APRO hospitality suites

30

President Ted Wilson, above and below center, represents APRO at winter

trade shows, along with staffers and board member Mac McCullar, below right.

at these events.

Also, D.J. Thomas, APRO assistant

director of member services, attended
the Mississippi Furniture Market in

Tupelo, Miss., during February.
The purpose of APRO's participation

in these shows is two-fold, according to

Ted Wilson, association president. First,
APRO staffers learn more about impor­
tant product lines and RTO-related in­

dustries, such as furniture; and second,
they are able to make APRO members'

.;

stays more convenient, which is a valu­
able member service, he said.

February - March 1990/PROGRESSIVE RENTALS



MEMBER SERVICES

1990 convention plans firmi�g
up; members stand to benefit

Dec., Jon. membership sweepstakes winners named

With 1990 plodding along, the count­

down to the annual rent-to-own sum­

mer convention - where the theme
will be "APRO '90: Countdown to the
Future" - is well under way.

Member services for the convention
include substantially discounted
airfares through Delta Airlines, special
car-rental rates and expanded sports
and spouse programs, according to

Debbie Hansen, APRO director of
member services.

The Orlando Peabody is site of the

convention, which is scheduled for

Sunday,July 22, through Thursday, July
26.

The trade show portion of the con­

vention is scheduled for Monday, July
23, through Wednesday, July 25. The

Mac Hennigan,Hennigan Enterprises
of Bedford, Texas, is APRO's winner of
the $500 savings bond for the January
membership sweepstakes.

During the Jan. 1-31 period Henni­

gan signed up the most new APRO
members.

Betty Coolidge, Mrs. T's Rentals of
Central Village, Conn., was the winner

for December. Since she signed up the
most new members during the Dec. 1-

31 period, Coolidge wins a vacation for
two on APRO's cruise to the Bahamas,
which is coming up Monday through
Friday, March 12-16.

All APRO members who sign up a

new regular or associate member dur­

ing the sweepstakes are automatically
entered into a pot for the grand-prize
drawing. "Don't forget to get your new

member's application in the mail post-

PROGRESSIVE RENTALS/February - March 1990

exhibits will be displayed in the Or­

ange County Convention/Civic Cen­

ter, directly across from the Peabody,
and exhibit hall hours will not conflict
with other convention activities,
Hansen said.

APRO's official invitation to exhibit
was mailed out in early December to

former and prospective exhibitors. A

second mailout was scheduled for mid­
to late-February. Approximately 185
booth spaces are available for the 1990
trade show.

For exhibitors and non-exhibitors

alike, APRO has secured affordable
room rates and discounted air fares.

For more information on the conven­

tion or trade show, contact Hansen or

Shelley Martinek, assistant director of

marked no later than Saturday, March

31, to be eligible," said DJ Thomas,
APRO assistant director of member
services.

Also, there are two more monthly
contests with winners yet to be an­

nounced. The prizes at stake ...

• February - A trip for two to Las

Vegas.
• March - Full and spouse registra­

tion to the APRO 1990 convention in

Orlando.

High-stakes prizes - which will be
awarded in the grand-prize drawing of
all entries on Monday, April 16, 1990,
and will be conducted by Darrell C.

Gardner, certified public accountant

(CPA) - include a trip to Cancun,
Mexico; a trip to Orlando, Fla., and the
APRO convention; and a $1,000 sav­

ings bond.

APRO '90
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member services, at (512)794-0095. Or,
write: APRO, 6300 Bridgepoint Park­

way, Suite 305, Austin, Texas, 78730.

APRO members, associate members
and their employees are eligible to

compete.
The time frame for the contest is

December, 1989, to March 1990.

For more information, contact Tho­
mas or Shelley Martinek at (512)794-
0097. Or, write: APRO, 6300 Bridge­
pointParkway, Suite305,Austin, Texas,
78730.

CONVENTION GOLF,
continued from page 29

players to hotel.
Winners will be announced at

the luncheon buffet. Trophies will
be awarded during Wednesday's
award dinner.

For more information, contact
Thomas at APRO- (512)794-0095.
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To �t the benefits
of The Rental Manager,

you'll have to pay
a small price.

Purchasing a software and hardware system is
a big step for any business. That's why Rental
Information Systems developed The BASIC Rental

Manager, the software system that lets you take
that big step with only a small investment.

Designed for single or multi-user use, the
BASIC Rental Manager lets you run your rental
business with the information you need, when

you need it. Our system will help save you time
and money by providing you with the right
information in an easy-to-read format, that lets

you spend your efforts renting to customers,
collecting accounts, and managing your
employees - not manually gathering the
information you need.

Let us control your inventory, audit and
control your records, and report to you what

service items are still outstanding. We're rental

professionals, too, who know from firsthand

experience exactly what information you need
to run a rental store. We also know how fast

you need it.
With our new rent-to-own agreements,

available to those who have our system AND
those who don't, our support staff, our training
schools, our data entry team, our hardware and
hardware consulting services, and our leasing
alternatives, Rental Information Systems is your
full service company for your automation needs.

Discover the big benefits of computerizing
your rental operation at the small price of $995.
And join the family of many satisfied users who
have already found the benefits of The Rental

Manager. Call us today.

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

�S Rental
� Informanon

Systel11s, Inc.
4607 TEXAS BOULEVARD • TEXARKANA, TEXAS 75503

A·PFD Associate Member since 1985



MEMBER SERVICES

Revised APRO Collections Manual now available

-

IIIII
II

� Collections
Manual

An Official
HOW-TO
Publication
fromAPRO

The revised
1990 APRO
Collections
Manual is

now avail­
able to

association

members for
$20 a copy.

The
collections manual was revised under

the guidance of Bud Holladay, vice

president of employee development

II

A·PFD-�-·�

APROls Hansen picked
for special course

in hotel management
Debbie Hansen, APRO director of

member services, was one of a few
association meeting planners selected

from hundreds of candidates for a

special hotel management course con­

ducted last fall in Houston.

Hansen completed the Texas Society
of Association Executives/Hyatt Ho­

tels Orientation Program last Oct. 20.

The intensive two-day course cov-

• ered hotel management areas such as:

Sales and marketing; sales support;
public relations; convention services;
catering; banquets; food and beverage;
on-site restaurants; human resources

and personnel; in-room dining; kitchen

operations; culinary training with ex­

ecutive chef; pre-meal meetings; and

overseeing VIP amenities.

Hansen's specialized training, which

was funded through the TSAE/Hyatt
program, gives her an even broader

scope of knowledge when it comes to

hotel meeting and convention planning,
said Ted Wilson, APRO president.

"I think I can better serve members'

needs after having gone through the

program," Hansen said. "You get a

better feel for what a quality site can

and can't do."

PROGRESSIVE RENTALSlFebruary - March 1990

for Alrenco, Inc., in New Albany, Ind.

Non-members can buy manuals for

$40 each.
Kim McBride, a graphic artist,

created the new cover design which

will be common to APRO's updated
arsenal of "how-to" publications,
including topics on:

• Bankruptcy
• Skip-trace

• Administrative
• Legal
• And, the all-new 1990 APRO

Calendar.
To request an order form, place an

order or for more information, write:

APRO, 6300 Bridgepoint Parkway,
Suite 305, Austin, Texas, 78730. Or,
phone (512)794-0095. FAX inquiries
should be sent to (512)794-0097.

RTO - AN INSURANCE PROGRAM

For members of the Association of Progressive Rental Organizations (APRO)

• Designed specifically for members of APRO. Backed by a combined 10 years'
experience in the rent-to-own industry. Coverage, pricing and service have been de­

veloped to meet the needs of the APRO member.

• Coverage for all exposures in RfO, including property, liability, jewelry, transporta­
tion, auto and crime.

• Competitive pricing, reflective ofpositive group experience. Discounts for experi­
enced owners, loss-free credits and tight management control.

• Members' participation in the insurance program helps reduce costs for APRO

annual convention, printed materials, and regional and local seminars.

• The Insurance Mart has the in-house ability to quote your individual business. A

newly designed application makes gathering the needed information cost effective.

Also, the new deluxe package outlines various coverages at affordable prices.

• Travelers service. Claims offices in all 50 states - and more than 200 cities. A 24-

hour hotline allows reporting of claims at the client's convenience.

• Loss-control program is designed to educate the insured in reducing claims and

lowering insurance costs.

• Toll-free customer service available at both The Insurance Mart and The Travelers.

For a free no-obligation quote, contact Robbie Bratcher at 1-800-233-7075;
in Mississippi, 601-338-5513.

Coverage may not be available in all states.
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HOUSECLEANING,
continued from page 21

potential customers straight off the
street who say curiosity brought them
in."

These ideas represent only a sam­

plingofsteps toward getting your house
in order. Before launching into big
advertising campaigns, you should take
the time to determine what your store

and employees can do - and how to

put your collective ''best foot forward."
Another truism comes to mind: "Do all
the right things and you've made a

sale. Keep doing them and you've made
a customer. Solve his or her problems
and you've made a friend. This friend
is a referral." PR

Randy Buffington is a partner of T. Buff &
Son Promotions, and he can field questions
at (303)841-6869.

TRAIN for

PROFIT$
II_arningQapowe..

II' Training for rto employees
II' APRO Award of Excellence

]MORE1 po\Ver
Management Of Rental Employees

II'Trains managers to get results
through subordinates.

The Center for Qental
Training (fj Development

PO Box 1500

Big Pine Key, FL 33043
305-872-2643

72 Country Place
Springfield, IL 62703

217-529-4650
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INSURANCE OPTIONS,
continued from page 13

whatsoever. None. So there's not any
question that you have to have a li­
cense. Nobody can raise that question.
You have a perfectly legal right to enter

into a contract with your renter. You do
that when you're renting a piece of

equipment. So all you're doing is enter­

ing into a secondary contract that
modifies the original."

•••

Other changes on the rent-to-own

horizon include the advent of extended

warranties, supported through insur­
ance carri­
ers.

" The
newest

product
now for the
dealers to

look at, as

far as an

insured

product, is an extended warranty of the

items," said Ihrig. "It's really a service
contract. After the customer has paid
out a unit and it's in his home, he can

then purchase a warranty-during the
rental period or at time of payout -

that will extend the warranty of that

product for another year."
The benefits to just such an arrange­

ment work both ways, Ihrig believes.
Besides giving the customer protection
in case of breakdown and repairs, the
extended warranty is also designed"as

a revenue generator for the store to add

profits to the bottom line.
"(But) the real key is you keep con­

tact with that customer. The idea is
build traffic, build traffic." PR

INSURANCE NEEDS,
continued from page 19

John Gormley is editor of Progressive
Rentals magazine.

Make a habit of turning to

RTO Network News,
your monthly source

on the rent-to-own industry.

selected physicians that specialize in
industrial accidents, will screen out any
previous or existing injuries as well as

chemical dependency problems. You
should check references on all prospec­
tive employees to confirm the amount

of work time cost due to illness, injuries
and disabilities. This is especially im­

portant in the RTO industry, since back

injuries are a major loss factor.

By having previously selected a

company physician to handle all in­

jured employees you help ensure that

your injured worker will use your
doctor at the time of injury.

The doctor should be willing to work
with you to help keep all claims legiti­
mate, consistent and expertly handled.
Good documentation of all injuries by
the employer is essential. Reserves for

injuries are often held longer and at

higher amounts than absolutely neces­

sary, therefore adversely affecting your
premiums and possible dividends.

Keep a loss file, monitor each claim and
ensure a timely closing, and make sure

that all open claim reserves are modi­
fied as warranted.

Because the cost of your workers'

compensation insurance coverage di­

rectly affects your level of cash flow,
it's very important to implement the
items above. You must engage the best
carrier available and follow the direc­
tions that make sense to get results. It is
sometimes difficult to understand or

believe that you can make a difference
in your final premium payment for
workers' compensation. You can make
a difference, but you must pay the price.
It just may be one of the best invest­
ments you make in the long term. This
is an area where your agent should be
forced to earn his commission. Request
regular loss runs at least every six
months and ask that your agent review
them with you. Check the status on any
reserved losses. Let him know right
away when a loss appears to be bogus.

t

Continued on page 36
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BUD

HOLLADAY

RYO HUMOR

I confess. When Progressive Rentals asked me to contribute

-{ a regular humor piece, I did have certain misgivings. How

many RTO dealers in today's marketplace want to pick up
their trade magazine and read something funny? Just scan­

ning the new VP's budget forecast might provide more

comedy than most dealers can stand.
But - thinking back over my 22 years as an observer and

2. Never rent to a person
who drives up in aU-Haul.
Of course, you should care­

fully check the application
anyway- he may only be a

former RTO dealer relocating after a buyout.
3. Always blame lack of business on bad advertising (or,

The many ironies of advertising in rent·to·own

participant- I realized that ours is indeed a funny industry.
Don't think so. Okay, then, what other business pays people
$300 a week to cancel $1,200 accounts? (The real irony is that

we buy them $15,000 air-conditioned vehicles to ride around

in while doing it.)
Of course even that rarely proves fatal because we simul-

taneously buy $150,000
ad schedules to find new

accounts for us. I sup­
pose there's a certain

symmetry there thatonly
employment or advertis­

ing agencies can really
appreciate.

And somehow the
advertising can work
even when it gets
screwed up. True story:
A little old lady in San
Antonio timidly ap­
proached the sales
counter of an established
RTO store clutching a

By BUD HOLLADAY tornenvelope and a care-

- fully folded document.

With a bewildered look on her face, she presented the paper
to the manager: "This says I have 10 days to repent."

The story contains two morals. One is, always proofread
the ad copy. And the second is, never discount the value of

mortal fear in building store traffic.
A different kind of fear is often shared by many new

dealers in our industry. They constantly worry that some­

how the real secrets of RTO advertising will escape them. As

a service to those "rookies" who've mortgaged families,
farms and futures on their ability to collect from the same

customers they turned down last year as retailers, this col­
umn will list a few tried-and-true advertising maxims.

1. Always advertise only the first payment (and make it

really low). This may be the only one the customer plans to

make so take your best shot.

PROGRESSIVE RENTALS/February - March 1990

the competition). This allows the everyday worker to escape
any responsibility whatsoever for store results, thus elimi­

nating the need for hiring and training budgets, bonus pro­
grams and other unwieldy devices that only create head­

aches for an already overburdened office.
4. Always tightly wrap and tie handbills to be distributed

by your own employees. Most municipalities have stiff fines

for loose trash blown from dumpsters.
5. Carefully analyze TV station trip promotions. ROS

schedules that include "Science Today," "Sunrise Semester"

and "Meet Your Proctologist" can deliver an audience you
might otherwise never have seen in your stores, thus broad­

ening your employees' experience while enjoying a free

vacation in Jamaica. Always go for the dual-benefits deal.

6. Ifyour cost-per-delivery exceeds $50 in any period, think

about going door to door and offering householders $25 on

the spot to rent your store for a week or two. This could have

a twofold impact on your P&L. Cost-per-delivery is halved

and store managers save time by turning down applicants
before they come to the store. Another dual-benefits deal!

7. Never distribute copies ofprint ads to employees. Distri­

bution only ensures that more people willbe aware of and ac­

tually even want your
advertised specials -

which leads to in­

creased truck and de­

livery expense and
more inventory pur­
chases. Hold down

costs whenever pos­
sible.

8. Install only the
smallest store signs.
Huge lighted signs
only make your store

easier to find by those

roving gangs of well­

organized rip-off art­

ists you heard about

Continued on page 45

Never rent to a person

who drives up in a U·

Haul. Of course, you

should carefully check

the application anyway

- he may only be a for·

mer RIO dealer relocat·

ing after a buyout.

35



INSURANCE NEEDS,
continued from page 34

Package
"What is a package policy?"
A package policy can consist of a

combination of any coverages but gen­
erally includes coverage for your in­

ventory in the event of fire or theft, and

coverage for damages or injuries re­

sulting from your store premises or by
your property. It should be a product
designed for the rent-to-own industry.
Property coverages should deal with
items leased, financed or owned. Vari­
ous areas that could be addressed are

buildings, contents, loss of income/
additional expense, money, employee
dishonesty, flood, earthquake, electri­
cal panels, jewelry, computers, employ­
ees' property, valuable papers, accounts

receivable and more. Liability cover­

age for third party claims could include
on- and off-premises activities, personal

injury, and medical payments where

negligence does not have to be shown.

Many packages have "fringes" built
into the premiums. Since all insurance

companies differ, it's important to know
which ones you have, need and are

willing to pay for.
"What should I look for in a package

policy to be sure I have the best deal for

my premium dollars?"
Be sure you select the highest prop­

erty deductible your cash flow can

handle, making sure it's worth the
credit.

The best deductible breaks are usu­

ally at $1,000 and again at $5,000. This

applies to third party property damage
claims also. If you select a property
damage deductible of $1,000 per claim,
you pay minor claims such as a wet

apartment rug for an improperly in-

PROMOTIONAL
DOOR HANGERS
FIVEDiffERENTsrANDARD
fORMATS to choose from. Each
Door Hanger contains a "tear-off"

coupon you can custom design to
match your current promotions. TELL
US WHAT YOUR PROMOTION IS
AND WE'LL DESIGN THE COUPON
TO FIT YOU R NEEDS. Call for our

flyer showing our standard designs.

$69.95 for 1000

Larger Quantity Discounts Apply

NEW "Concealed Message" Door

Hanger Now Available. Call For
Sample and Pricing

�A'.WRln�r<5RMS&SYSTEMS
1209 S. Ridgewood Avenue
Daytona Beach, FL 32114
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stalled washing machine. A property
damage deductible could save you
considerable premiums. Since the cred­

itsdifferwitheachcompany,haveyour );r
agent give you various options.

Also be sure that the items your pre­
mium is based on for general liability
are correct. These are square footage of

area, payroll and receipts. If these are

not estimated properly your annual

premium will be based on different
amounts and you could have a very
large audit due "at once" at the end of
the policy term.

Ask what the built-in "fringes" are to

be certain that the policy includes all
the coverages you need. (An employee
dishonesty coverage built in your last

policy may not be included in the new

proposal you are contemplating.) You
will want to delete any extras you don't
need for a premium credit, if possible.
Most package policies have non-owned
auto liability included. You should be
sure it's included on your auto policy
and deleted from your package policy
so you don't pay twice.

"What is my largest liability expo­
sure?"

The largest losses in dollar amounts

are incidents involving the collection

process, such as breaking and entering,
trespassing, and assault and battery.
Even if a judgment isn't awarded, your
defense costs could be devastating.
Since general liability coverage is not

designed to cover criminal actions, you
could be on the line for a large amount

of money. The only way to attempt to

cut down on this exposure is to screen

the backgrounds of potential employ-
ees to ensure they have the integrity to

follow set rules and collection proce­
dures. You must have a written proce­
dure for collections, signed by all

employees, stating certain practices that
aren't tolerated.

Knowing what's needed and how to

prevent losses is the best way to get the
most for your money on your package
policy. An informed buyer is usually
one with a good insurance agent that
has his clients' best interests in mind at

all times.
Continued on page 45
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ED

WINN

-( MESSAGE

We've just had a government relations committee

meeting, an executive committee meeting and a meeting of
the full board of AP�O, so I want to share a few thoughts
about the association while I continue to ponder the fate of
the industry overall.

I wish that the industry and the association were synony­
mous, but, of course, they are not. The only groups with that

kind of membership are those who license their members

and allow them to do business at all- state medical and bar

any other company -large or small. These companies and

all of the other ones that we

represent - they are the

industry. These days, we

often agree with Rent-A­

Center, for example. But

then, Rent-A-Center is ap-
parently doing a lot of things right. We don't always agree
with Rent-A-Center, however, and to their credit, they stay at

We've progressed in 10 years, despite 'quitters'
associations. I have always considered belonging to your
trade group as an industry obligation. You pay dues to

support your industry, and that is how I used to sell it. That

notion doesn't work as well these days, although I and others

still believe that is how it ought to be, and so we must sell

services and argue value for the dues dollar.

Unfortunately, we

cannot guarantee that a

dealer is going to make

more money by belong­
ing to APRO. And for

greedy rental dealers,
that's really all they care

about. And if we can't

make those guarantees,
they just aren't inter­

ested. They have no

sense of community, of

belonging to something
larger than their own

little worlds, and APRO
is merely an expense to

be avoided if possible. It
will come as no surprise
that I have little use for

By ED WINN III
-

that kind of petty thinking and should be comforted know­

ing there is little likelihood those dealers will be reading this

magazine or otherwise involving themselves in industry
concerns.

Small-mindedness, however, is not the only reason rental

dealers choose not to share our ever-struggling sense of

community. We, as an association, have made some spec­
tacular judgment errors over the years and I have been

personally responsible for a few of those gaffes. I have tried

to apologize when I have been made aware of my own

screwups, but some people take apparent delight in bearing
grudges.

By way of defense, we at APRO have been trying to do

what we think is best for the industry. We have never

intentionally been the dupes for Remco or Rent-A-Center or

PROGRESSIVE RENTALS/February - March 1990

the table and negotiate when we do disagree. It is wearying
to have dealers simply say, "I quit" the first time they see

themselves at cross purposes with the association. How

much more gratifying it would be if those dealers would get
involved, run for the board, and decide to make a difference

in what the association is doing for the industry. It has

happened like that a few times over the years, but not often

enough.
If we haven't done everything right, I will argue that we

have done a lot of things right. The industry's image is better

than it was 10 years ago. The business is safer than it was 10

years ago. The industry has a presence in Washington, D.C.,
and in many state capitols, as well. I do not want to offend

state groups and take credit where none is due, but APRO's

existence and activities have helped indirectly with all of

these efforts. Now that we have state associations, we want

very much to get along with them. I know that we have

angered a few groups, but it is not out of arrogance or

indifference.

I happen to think that this industry needs a strong sense of

community at as many levels as we can sustain. I have known

some anxious moments when I feared state groups were

stealing APRO's thun-

der. That was a lack of
vision on my part. We

need more group ef­

fort, not less. Left alone

and isolated rental

dealers can turn

quickly to banditry. I

have seen it happen
more than once. We

need each other to keep
industry practices as

clean and as honest as

they can possibly be.
We are beginning

our second decade of
life in rent-to-own this

Continued on page 46

How gratifying it would

be if those dealers

would get involved, run

for the board, and de-

cide to make a differ-

enee ... It has happened

like that a few times,

but not often enough.
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Jim Benz,
GE Appliances

Don Crawford,
Voyager Insur­
ance

Les Feldser,
Rental & Sales

Software

Claudia
Filloramo,
Rent-A-Rock

(Benz takes Don Linskey's post on the com­

mittee; Linskey was promoted to another

position within General Electric, and Benz

was promoted to national rental manager.)
Don Crawford, vice president and na­

tional sales manager - rent-to-own, Voy­
ager Insurance, Waynesboro, Ga.

Les Feldser, president, Rental & Sales

Software Systems, Corpus Christi, Texas.

Claudia Filloramo, president of Key
Rental of Florida, Inc., and general partner
of Rent-A-Rock, Panama City, Fla.

Tom Kitchens, national rental sales

manager, Whirlpool Corp., Benton Harbor,
Mich.

APRO Vendor Relations Committ�
key link among vendors and RIO.

The APRO Vendor Relations Committee
serves an important function in addressing
the national rent-to-own trade association's

priorities, according to Ted Wilson, APRO

president.
The committee sets the direction and helps

with many specifics of the annual conven­

tion and trade show, Wilson said, and it

provides an important link among vendors
and dealers in the RTO industry.

Committee members are scheduled to

convene Wednesday, March 7, in Las Ve­

gas. Current members of the committee:

Jim Benz, national rental manager, Gen­
eral Electric Appliances, Louisville, Ky.
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VENDOR RELATIONS

anapolis, Ind.
This year's APRO convention and
trade show will be in Orlando, Fla.,

Sunday through Thursday, July
22-26. Convention rooms will

be at the Orlando Peabody,
while the trade show will
be directly across the

street at the modern Orange
County Convention/Civic

Center.
Below are photos of regular com­

mittee members, along with some se­

lected thoughts and observations. New

additions to the committee - both repre­
senting furniture - who are not pictured:

GaryTaylor, national sales manager, Hart

Furniture, Collierville, Tenn.

Bud Varas, executive director, Associ­

ated Furniture Distributors, Greenville,
S.c.

�ovides
lers

Jim
Rives,
n a -

tional
sales man­

ager-rent-to­
own, Soundesign
Corp., Alpharetta,
Ga.

Norm Smith, national

manager - rental markets,
Zenith Electronics Corp., Glen-

view, Ill.
Tim Fages, special markets manager­

East, Thomson Consumer Electronics, Indi-

Tom Kitchens,
Whirlpool

Jim Rives,
Soundesign
Corp.

Norm Smith,
Zenith Electron­
ics

Tim Fages,
Thomson
Consumer
Electronics
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her for gross insubordination. The

company decided not to give her any
type of job reference.

As you can imagine she had diffi­

culty finding work in the insurance

industry. As a result, she sued her for­
mer company and collected for defa­
mation and lost wages. The court found
that no reference could be construed as

a negative reference.
Since it is important to be able to pro­
vide and obtain references, RTO com­

panies must find ways to give refer­
ences without exposing themselves to

litigation.

MANAGEMENT r

Check references to
Iensure' new employees
Asking for, and giving, job references shouldn't be taboo if it's done well

By Wayne Outlaw

Unfortunately, experience shows that

employment references are not checked
often or well.

References are a critical part of the

employment process and are your in­
surance policy for future employees. If

you cannot ask for job references you
are severely limited in your ability to

identify good people. If the candidate
cannot get a reference from former

employers, it can limit his ability to

obtain a good position.
Employers check references on only

25 percent of their prospective job can­

didates, according to a recent study by
the executive search firm ofChallanger,
Gray and Christmas. Is it any wonder
that employers discover that a new

employee is having the same type of

40

problem that he had previously?
The rent-to-own industry, because of

its growth and change, has experienced
tremendous turnover. This turnover or

churning ofemployees between organi­
zations has resulted primarily from the
resistance of employers to provide
accurate information on employees'
previous job performance.

By following some simple guidelines,
which we teach to our clients, you can

reduce the concern in giving and check­

ing references about the

employee's previous job
performance. After all, past
job performance is the best
indication of future job per­
formance.

Fear of litigation
Many companies don't

give references because of
fear of litigation. If they do,
they only give the dates of

employment and job title.

They may feel this eliminates
their risk. Unfortunately, if

they have this policy and

consistently give favorable
references for specific indi­
viduals or specific types of

positions, this too could be
considered discriminatory.

A recent case of a national
insurance company points out that not

giving references has its pitfalls. An

employee with an excellent work his­

tory was terminated in a dispute over

legitimate business expenses. Her

supervisor asked her to resubmit her

expense report with reduced expenses
to correspond to the expense budget.
She refused and the supervisor fired

/

Giving references
To stay out of trouble, RTO compa­

nies should follow several key points.

• Tell the truth. The truth is a defense

against defamation. An honest, spe­
cific evaluation of an employee's work

history and an accurate appraisal of his

ability can be easily defended. This puts
a burden on the employer to keep accu­

rate performance data.

• Ensure the information is given to

only those with a need to know.

• Stick to factual statements about the

former employee's actual job perform­
ance.

• Avoid generalities and subjective
judgments.

• Limit references to the specific skills
or attitudes that are needed for the job.

• Don't allow references to be colored

by personal feelings.
Continued on page 46
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JIMMY
WALKER

L E GA L

, here must be a rental company out there without any
--< debt. If the owner of that company is reading, you might as

well turn the page. You'd be wasting your time. If, on the
other hand, you owe money, read on. And if your debt has
been described as a multiple of two digits, read on - twice.

There's an abundance of talk in the rent-to-own industry
about Chapter 11. We have some dealers in trouble. We have
some dealers who think they might be in trouble. And we

the maddening complexi­
ties which confront the
business under Chapter 11.

The rules regarding util­

ity deposits seem to always
come as a shock. Whenever a debtor files Chapter II, the

utility companies cannot refuse service, even if the account is

delinquent. Instead, they are required to establish a new

Chapter II's down side (as opposed to up side)
have some dealers who are in trouble and don't even realize
it. A discussion of Chapter 11 is in the cards for all those
dealers.

First, let's look at the easy part. Chapter 11 is the slam-dunk
solution for any business in trouble. It immediately para­
lyzes the lender. It acquires for the business owner swift and

certain control over his
� business affairs without

distraction from the
claims of creditors. In

short, it is a honeymoon
ticket.

Unfortunately for

some, it is also like dope.
Its benefits come at a

great price. It often does

nothing more than make
the user feel good. And,
also like dope, Chapter
11 sometimes destroys
its user.

The mechanics of

Chapter 11 are generally
By JAMESD.WALKERJR. understood. The debtor
- quits paying his debts.
Creditors are told that they will be paid under a plan which
will be proposed later. The business continues, financed by
its cash flow. Inventory purchases, store closings, staff cut­

backs and sales of idle assets are all tactics employed during
this moratorium to reorganize the business.

In a few months, a new business is supposed to emerge
which will be able to pay its debt through a plan and once

again become a viable financial entity. The rationale: More

money will become available to service this debt because of
increased revenues and lower operating expenses.

Some companies can successfully reorganize under Chap­
ter 11. Most companies fail. It's a difficult and demanding
task. This column will address a few of the less-than-obvious

aspects of Chapter 11; it is not intended as a comprehensive
primer on the subject. Instead, the goal is to illustrate some of
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account. For new accounts, they are authorized to require
deposit. This is particularly costly for a company with stores

in many different utility markets.

Many debtors get around this requirement by keeping up­
to-date with their utility bills. Consequently, the utility
companies are sometimes unaware of the Chapter 11 filing­
or simply choose to ignore it. But this is obviously not

possible when the debtor is delinquent on his utility bills.
And the deposit requirements might turn out to exceed the

past-due total. This type of situation can impose a substantial
cash drain on the Chapter 11 company very early in the case.

Another pitfall peculiar to Chapter 11 is the need to pay
cash for all purchases, including inventory. While Chapter 11

can suspend the obligation to repay debts, it cannot impose
upon any creditor the obligations to advance additional
funds to finance the company. Depending on the level of cash
flow and the recent nature of lender advances, the transition

to cash may cause inventory levels to become irreparably
depleted.

In this cash world, the loss of little conveniences can be

major obstacles. For example, offices supplies such as printed
checks and forms require front-end cash. Gasoline and ve­

hicle maintenance

sometimes require a

large cash deposit to

establish a charge ac­

count.

In short, a transition

to cash requires a lot of
it in the beginning.
True, a lot of itbecomes
available when debt­
service obligations are

relieved. Careful ad­
vanced planning is

necessary to determine
whether one offsets the
other.

On another front,

Continued on page 44

Chapter 11 is the slam-

dunk solution for any

business in trouble ...

Unfortunately, for some,

it is also like dope. Its

benefits come at a great

price.
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work with 'hilips' CD·I Starter System into a full The sales territory duce 'r:
CD-I publishing system. formerly covered by the

OptImage Interactive This enhancement, the RADCO, Inc., of Chat- num-

Services has announced OptImage CD-I Emulator, tanooga, Tenn., is now the ber of floppies used in a

development of the Starter will permit users to build a responsibility of sales computer data backup by
System, a low-cost devel- CD-I master-ready pro- managers from "50 to 80 percent."
opment platform for CD-I. gram and have it "play" on Whirlpool's Atlanta sales According to Hyman, +)
(CD-I is an extension of the the actual CD-I player division, headquarters for software options include:
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Source: Whirlpool
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January 1990 Progressive be monitored by store
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signed to create simple, Whirlpool announles ing and contact Hyman at 1-800-

easy to use, multimedia distribution Ihanges adver- S2S-UNIX. Or, write to:

presentations using the tising Lone Star Computer
CD-I player. P. Daniel Miller, vice for Col- Services, 13987 W. Anna-

The system consists of a president, sales and orTyme polis Ct., Mt. Airy, Md.,
I

Philips CD-I player, distribution for Whirlpool Stores, 21771.

including multimedia Appliance Group, an- Inc., a
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rental industry.CD-I applications. pool sales divisions, He is a 1974 advertising The textbook, publishedOptImage is a joint according to Miller. graduate of the University in three-ring binder
venture among Philips, Territory for the Collins of Texas at Austin.

format, covers a range of
Microware, Sun, Datalink Company, Inc., headquar- ColorTyme Stores, Inc., pertinent topics.and NCS, and is respon- tered in Louisville, Ky., is is based out of Dallas.

The company also offers
sible for the development now handled by ColorTyme, Inc., is the

a package of 10 self-scoringand sales of CD-I author- Whirlpool's Louisville Athens, Texas-based
tests that comprise its

ing systems. sales division. The new franchisor of 500 rent-to-
customer service personal-"The development of the division is currently staffed own stores.
ity profile, as well as a

Starter System is based on by retail sales manager Bob Source: ColorTyme Stores, Inc. complete employee
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And to give you even more

peace of mind, our appliances
are backed by some of the best
warranties around. (Up to 10

years in some cases.)
So why buy from a company

thatjust sells you appliances?
When you could choose one

that offers a lot more.

GE.

If there's a sudden rush on

refrigerator rentals, what
should you do before you get
down to the last few?

Call us.

Because GE has distribution
centers across the country that
can get appliances on your floor
in as little as 48 hours.

And when they arrive,
something else comes with
them.

Contact: Don
General Electric ene« Co.
Appliance Park AP4·243
Louisville, KY 40225

(502) 452·5439

The best back-up system in
the business.

Which includes the GE
Answer Center" service, that
can offer help to renters 24
hours a day, 7 days a week.

Plus the only nationwide
network offactory-trained service

representatives, that's ready to

handle problems no matter if

your rental service is in
Alabama, or Alaska.



GROUP INSURANCE,
continued [rom page 27

• �Poor service combined with a par­
ticularly high rate increase. (Again, in a

case like this, we are likely to look for a

new carrier for our client.)
Group health - in terms of cost to

employers and employee awareness­

is a significant issue in today' s business
environment. Time must be devoted to

investigating healthcare plans, and that

responsibility must be assigned to one

person in the firm - owner, controller
or other staff member.

Be cost conscious? Yes. Shop around?

Definitely. Use a group specialist? It's
in your best interest. Buy the lowest
cost product or plan offered by a mar­

ginal carrier? Do so only at your own

peril. Having
the misfortune
of being
stranded on a

lonely road late
at night - with
a low-cost flash­

light that
doesn't work - is one thing. Being
faced with a loved one who is stricken
with an unexpected sickness or acci­
dent - only to find out the group in­
surance carrier is unable to pay the
claims - is another. PR

Dave Clark is president of Bailey-Gosling,
Inc., employee benefit consultants, based
out of San Antonio. He can be reached at

(512)822-1106.

PERFORMANCE
MANAGEMENT ASSOCIATES
Providing training and consulting to the

rental industry in Operations, Management,
Finance and Business Projections.

Now Offers A Toot To Help You Hire

New Employees
THE CUSTOMER SERVICE

PERSONALITY PROFILE

Package of 10 self scoring tests:

$99.00
+ 5.00 Shipping IHandling

P.O. Box 2707, Grapevine, Texas 76051

A·FIR:) Associate Member since 1988
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INSURANCE RISKS,
continued from page 23

icy, such as fire, lightning, wind, hail
and vandalism. This form of coverage
is not as broad.

"Replacement cost" coverage re­

places buildings or personal property
without depreciation, whereas "actual
cash value" coverage will depreciate
buildings and personal property ac­

cording to age.
We try to look at insurance as a risk

management tech­

nique. The manage­
ment of risk is iden­

tifying problems or

possible losses -

and findingways to

prevent them from happening.
Our commitment is the same today

as it was 10 years ago and throughout
the past decade. PR

Robbie Bratcher is president of The Insur­
ance Mart. Her home office is in Jackson,
Miss., and she can be reached at (601)956-
5093.

LEGAL,
continued from page 41

there is the U'S, trustee. At a time when
all of the company's attention should
be directed toward reorganization, the
U.S. trustee will be demanding forms
and
more

forms.
The
U. S.
t ru s-

tee is an entity of recent vintage whose

duty is to supervise Chapter 11 cases.

He attempts to assure himself that the
debtor's operations do not result in a

dissipation of the assets of the com­

pany.
He wants lots of information pro­

vided on his forms - and he wants the
information according to a strict time­
table. He wants proof of this and that.
Insurance coverage, inventory, new

bank accounts, accounts receivable and
accounts payable - all are areas of

JIMMY
WALKER

interest to him. Failure to comply with
his requirements will likely result in a

dismissal of the case. The U.S. trustee is

a new complication for the owner to

reckon with.
Last to be mentioned are two fea­

tures of the bankruptcy law known as

the absolute priority rule and the Sec­
tion 1111 (b) election. These are compli­
cated legal concepts. An understand­

ing of them is necessary before filing
Chapter 11 in order to know whether
there will be any benefits to the owner

of the company.
First, consider the absolute priority

rule. It determines if a plan can be

approved over the objections of credi­
tors. (Anything is possible with the

approval of creditors.) The absolute

priority rule provides that every class
of creditors must be paid in full before
the next lower class can receive any
benefit under the plan. In other words,
unsecured creditors must be paid in
fullbefore shareholders can retain their

ownership interest under the plan.
This requirement can represent an

insurmountable obstacle to the ap­
proval of a plan for a debtor that does
not have enough cash flow to finance
full payments to all creditors. The pro­
visions of this rule are sometimes
avoided by the contribution of new

capital from shareholders. Such capital
may make it possible for them to take
an ownership position in the company
while paying less than all of the

company's debts. This is a lot like

buying the company with new money
subject to some of the previous debt.

This scenario is unlikelybecome most

debtors deplete their capital reserves

before deciding to file Chapter 11. To
make this plan work usually requires a

new investor. This is often a hard sell
since any potential new investor is likely
to question the fundamental viability
of the company which finds itself in

Chapter 11.
The other hurdle is Section 1111 (b)

election. To say this is to say the San
Francisco 4gers beat the Denver Bron­
cos in the Superbowl. Yes, they really
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beat the Broncos. And, yes, this provi­
sion of law is really complicated.

Unfortunately, it relates to situations
which are very common to our busi­
ness. For example, a rental company
owes $1.5 million to a lender secured

by property worth $900,000. Therefore,
a $600,000 portion of the secured debt is

really not secured under any valuation
estimate.

A company may be able to repay
$900,000. The company may be unable
to pay $1.5 million. Can the lender be

required to accept the value of its col­
lateral rather than the full amount of
the debt in the Chapter 11 plan? The
answer is yes - and no. See, it is com­

plicated.
The debtor can propose a plan that

pays only the value of the collateral.
After all, the lender would be no better
off if the company was liquidated. If
the lender does not make the election

provided under Section 1111 (b), the

plan can go forward. If, though, the
lender makes the election, the debtor
must surrender the collateral or pay the
lender's claim in full.

Either event will likely mean catas­

trophe for our hypothetical company.
The only answer is to get the coopera­
tion ofthe secured creditor. But if they're
still smarting from the slam-dunk move

(the filing for Chapter 11 itself) in the

beginning of the case, an agreement
may be impossible.

If this column leaves the impression
that there are big problems in Chapter
11, then I will have accomplished what
I intended. It is nearly impossible to

reorganize a company without coop­
eration from its creditors. For that rea­

son, it's always prudent to try and
maintain good relations with creditors

throughout the process. What begins
very easily for the debtor is very diffi­
cult to complete. PR

James D. Walker [r., known to his friends as

"Jimmy," is a partner in the law firm of
Surrett, Walker, Creson & Colley. Ques­
tions should be directed to him at: 800
Trust Company Bank Bldg., Augusta, Ga.,
30901.
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RTOHUMOR,
continued from page 35

from your competitor. A smaller, un­

lighted sign encourages those who are

most deserving of your products and
services to work really hard to find you
- thus revealing their true character.

9. Make liberal use ofphrases such as

"bankrupt and welfare welcome,"
"AFDC accepted," etc. This guarantees
that your $4 per hour route managers
will indeed work a full 60-hour week

i n -

stead
o f
slack­
i n g
off

during those slow periods when every­
body pays on time.

10. Use your store employees in TV
commercials. This enables customers

to recognize the person standing mo­

tionless behind the counter as a real

employee instead ofconfusing himwith
the cardboard cutout of Roger Rabbit.

Nothing is more irritating to customers

than trying to determine whether the
salesman is actually breathing. (Purse­
size mirrorsbearing your company logo
might be good handouts; for you new

people, this is what "mirror test" really
means.)

Of course, even the best advertising
is only as good as your people. And the
best sales producer is usually that un­

trained new employee who manages to

generate enthusiasm - until the day
he learns from the veterans that his job
is impossible. Every training program
needs an incubation period to keep new

hires away from experienced workers.
These advertising tips are so simple

that any company's advertising man­

ager can effectively implement them.
Of course, if yours doesn't have an

advertising manager, then your first

job is to recruit one. Otherwise, there'll
be nobody to blame but the boss when
business goes south. Isn't accountabil­

ity the first lesson in management?
PR

BUD

HOLLADAY

Bud Holladay is a legendary rent-to-own

humorist who in his spare time handles

management development and employee
training for Alrenco, Inc.

INSURANCE NEEDS,
continued from page 36

Umbrella
"What is an umbrella policy?"
An umbrella policy extends cover­

age above your existing liability limits.
These existing limits are know as under­

lying. A true umbrella also picks up
some coverages for which you may not

have basic liability insurance. To be
sure your umbrella extends coverage
overall all your existing policies, you
need to be certain all the underlying
policies, such as auto liability, general
liability and employer's liability, are

scheduled on the umbrella policy. Al­

though auto insurance is by far the

largest liability exposure for a store

owner, we review insurance files very
often where the umbrella policy ex­

tends over the package policy only.
Check with your agent to be sure all

your liability exposures are covered
under your umbrella. If you don't have
an umbrella policy, request a quotation
and recommendation regarding the

viability of purchasing one.

•••

Buying insurance is a lot like buying
television sets ... what you buy today­
because of

pricing, terms,
delivery poli­
cies and war­

ranties - may
not be what

you buy to­

morrow. We
all know that
market conditions change and this is

especially true of the insurance indus­

try. Select an independent agent or

broker that keeps you informed of

changing conditions and, more impor­
tantly, spends the time needed to

manage your insurance account. If the

agent does his or her job, you may
change insurance companies - butyou
won't change agents.

PR

Barry Gambini, former owner ofRTO, Inc.,
and past president of APRO (1982-84), is
an insurance agent with Nielsen and Asso­
ciates Insurance Services in California. He
can be reached at 1-800-842-8818.
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REFERENCES,
continued from page 40

• Apply all policies concerning the

providing of references consistently.

Employers who act in good faith in
most states have a "qualified privilege"
to communicate an accurate appraisal
of performance even if it otherwise

might be considered defamatory.

Getting references
Getting references requires just as

much care as giving references. Here
are several tips for getting the right
people to talk about past job perform­
ance of your favored candidate.

• Obtain permission from candidates
to check references.

Has this
happened
to

The hinng and communication skills
of managers affect your BOR & Profit.

Wayne Outlaw's seminars help you
hire better people, reduce turnover,
and increase store performance.

Make 1990 successful. Call Wayne
today.

TheMARCONJ
Group

P.O. Box 661
Mt. Pleasant, SC 29465

(803)884-9361
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It is best if per­
mission is
written or in­
cluded in the

job application.

• Ask for a number of names so that

you can avoid the handpicked refer­

ences, such as close friends or former
coworkers.

• Ask far references of at least three
former bosses, three former coworkers

and, if supervision is involved, three
former subordinates.

• Seek out someone who knows the
actual job performance of a prospective
employee in all previous positions.

• If the job involves customer contact,
ask for a list of customers along with

permission to contact them.

• To check the references at a current

employer, ask for names of those who
are no longer employed with the com­

pany.

In today's RTO industry there, most

likely, will be individuals who have left
the company who know the candidate's

performance. If the prospective em­

ployee cannot provide the names of
those who know their work history, it
should be a cause for concern. Gener­

ally, top performing individuals not

only know who can describe their work

performance, butwill be willing to assist

you in locating them.
. In today's competitive environment,

identifying and attracting the top people
is critical to the health and growth of
RTO companies. It is critical that accu­

rate references are given and obtained
to make sound hiring decisions. Those

you hire today are your insurance for
the future. PR

Wayne Outlaw is president of Marcon, a

business consultingand trainingfirm based
out of Mt. Pleasant, S.c. He is a regular
contributor to Progressive Rentals.

MESSAGE,
continued from page 37

year. I am acutely aware of a sense of

history to this entire effort. I do not see

the industry's struggle for recognition
and legitimacy or the association's

struggle for autonomy and cohesive­
ness getting any easier. We, who have
taken the high road and elected to be

responsible for our less responsible col-

Hlgu:s,
will
have
t 0

ED
.

WINN
co n-

tinue

bearing more than our fair share of the
load. It is a damn shame that it is like
that. I keep wishing for it to get better.
It hasn't and it may not. I keep wishing
just the same.

PR

Ed Winn is APRO's legal counsel and vet­

eran writer on rent-to-own issues.

LOSS-RISK ISSUES,
continued from page 16

money. A few dealers, particularly in states

permitting wage garnishment, did and still

do regularly pursue customers who have
lost TVs, all the more so when the circum­

stances of the loss were at all suspicious and

tended to point to the customer as some­

how being involved.
Because most dealers recognize the futil­

ity of relentlessly pursuing customers who
have lost merchandise, one might suppose
that insurance or some variation on the
insurance theme would have been intro­

duced early on. It was probable the dealers'

exaggerated sense of concern over losses
that contributed to keeping damage waiver

fees and any kind of insurance out of the

industry for so long.
These kinds of fees have been a staple of

the short-term car rental industry, as well as

rental yards and many furniture rental

companies for decades. TV and appliance
dealers shunned such fees initially, fearing
that any reprieve from complete liability
for lost property would catapult losses to

unacceptable levels. Today, with that myth
exploded, damage waiver fees or leased

property insurance have penetrated 90

percent of the market.
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Damage waiver fees operate to shift the
risk of loss yet again, this time back onto the
rental company for certain enumerated
kinds of losses in exchange for a fee. The
clause gets its name from the fact that the
rental company, for a fee, will waive claims
it would have against the customer for loss
of or damage to the property.

A huge issue is whether a damage waiver
fee is really insurance. This is a matter of
state law since each state has its own defini­
tion of insurance. If a damage waiver fee is

insurance, then the rental company would
have to qualify as an insurance company,
its employees would have to be licensed

agents and the rates charged would be

regulated by the state insurance commis­
sioner. Unfortunately, there is no easy an­

swer to the question one way or the other.
Insurance is often broadly defined. For

example, in the Hawaii statutes insurance
is defined as "a contract whereby one under­
takes to indemnify another or pay a speci­
fied amount upon determinable contingen­
cies."

Courts often quote the following factors
as evidence of an insurance contract: "an
insurable interest, a risk of loss, assumption
of risk by an insurer, a general scheme to

distribute loss among larger groups of per­
sons bearing similar risks, and payment of
a premium for the assumption of risk."
Read broadly, every damage waiver fee
and many general contract terms could be
characterized as insurance. Car-rental

companies have long maintained that their

optional collision damage waiver (CDW)
clauses were not insurance contracts and

they have gone to court when necessary to

prove the point.
In California, the courts have basically

agreed that CDW clauses are not insurance
contracts. Dealers are cautioned, however,
that not all courts have taken the same view.

Moreover, in addition to court cases, there
are opinions - both formal and informal­
from various insurance commissioners and
state attorneys general, holding that dam­

age waiver fees are covered by state insur­
ance laws.

The heyday for car-rental companies'
unregulated use of CDWs may be corning
to an end. State legislatures are reacting to

reports of widespread abuse in the car­

rental industry.
This heightened attention focused on car­

rental companies has alreadybegun to wash
over onto the furniture and appliance rental
industries. In public hearings in North
Carolina two years ago, a representative
from the insurance commission testified

/

PROGRESSIVE RENTALS/February - March 1990

thatTVand appliance damage waiver agree­
ments are unregulated in the state. Iowa's

attorney general has recently written to

dealers in that state notifying them of his
office's opinion that damage waiver fees
are unlawful under that state's rental pur­
chase statute. It is reported that the Mary­
land attorney general is of the same opin­
ion.

In Oklahoma, for the moment, appar­
ently neither damage waiver fees nor leased

property insurance is permitted under state

law. When the Oklahoma legislature
amended the state rental purchase statute

to regulate the amounts of various "other

charges," it added language preventing
dealers from charging "any other fees or

charges whatsoever," other than those
enumerated. Neither damage waiver fees
nor leased property insurance were listed
and the attorney general and the
Consumer's Credit Code commissioner
have both stated that, in their view, neither

charge is permissible.
In the early 1980s, in response to concern

over the legality of damage waiver fees and
in an effort to take advantage of a market

opportunity, several insurance companies
began marketing leased property insurance.
These programs offered group inland ma­

rine casualty insurance through insurance

companies. The policies name the rental

company as the insured and, indeed, the

property being insured is owned by the
rental company. Rental customers electing
the program received a memorandum of
insurance explaining that they would not

be held responsible for certain kinds of
losses.

The legal issue surrounding this kind of
insurance is whether store personnel need
to be licensed insurance agents to offer the

product. Again, opinions vary depending
on the state and who is giving the opinion.
There is not, in most instances, a clearcut

answer. Dealers, for the most part, are rely­
ing on representations from the insurance

companies who say no licensing is neces­

sary.
The issue is more important in some states

than others. A few states have relatively
simple licensing regulations, and store

personnel can easily qualify as insurance

agents. Elsewhere, there are rigorous edu­
cational and testing requirements which
can add substantially to the costs of doing
business - all the more so given the high
employee turnover rates in many compa­
nies. A few states apparently require that
one employee per state be a licensed agent.
Others may require an agent in every store.

A recent variation on the concept of leased

property insurance is vendor's single-inter­
est insurance, which is similar to the prod­
uct that insurance companies have sold to

banks and other financial institutions on

secured collateral for years. The product is
new for the rental industry and the legal
issues surrounding it have not been crystal­
lized.

Rental dealers have a vested interest in

keeping losses from skips, stolens and

damaged merchandise to a minimum. In
these days of dwindling profits, losses have
become increasingly important. One thing
that has not changed over the years is the
likelihood of recovering the fair market
value of a lost unit from the customer.

Dealers maybe turning to the courts more

to get judgments against customers, but
there are no reports that rental customers

are any less "judgment proof" than they
ever were.

In an effort to enhance revenues, dealers
have used several alternatives, mainly
damage waiver fees or leased property
insurance. The increased revenues from
either of these alternatives has more than

compensated dealers for any real or threat­
ened increase in losses that these ways of

doing business may allow. Neither, how­

ever, is without certain legal risks.
Rental dealers ought to have a legal opin­

ion concerning the legality ofdamage waiver

fees in their state and, further, need to track

closely the fortunes of car-rental compa­
nies' CDWs, since the fates of these two

items are necessarily intertwined. Dealers

offering leased property insurance need

protection from the insurance companies in
the way of indemnities or other written

assurances that the program they are using
complies fully with all appropriate insur­
ance laws.

Notwithstanding the legal issues sur­

rounding risk-of-loss allocations and the
various market mechanisms fordealingwith
the issues, dealers - with a few notable and

hopefully short-lived exceptions (most
notably Oklahoma) - have found creative
and largely satisfactory ways to deal with
one of the risks in what remains a high-risk
business.

PR

Ed Winn is APRO's legal counsel and a veteran

writer on rent-to-own issues. A more compre­
hensive version of this article is scheduled to

appear in the March issue of RTO Network

News, the monthly newspaper of the rent-to­

oum industry, also puoiished by APRO.
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