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TV/VCR COrooination

When a GE Consumer Electronics

product leaves your store for the
renter's home, you'll know it's a

product they'll want to keep.

Homeward
Bound.

For years, GE Consumer Electronics Products have been a leader in the

Rental Purchase Industry for some very important reasons. Your renters

know they can rely on the quality and performance of GE brand TV's,
VCR's, Camcorders, as well as Audio and Communications products. We

support our products with fast and efficient distribution and service. GE

products are Homeward Bound-because GE is the Consumer Electronics

brand your customers want in their home.

Specifications subject to

change without notice.
Simulated picture.

For more information, write to:

Thomson Consumer Electronics

GE Consumer Electronics Products

Rental Division

P.O. Box 24458

Louisville, KY 40224-0458
or FAX (502) 425-3441

We bring good things to life.

© 7996 Thomson Consumer Electronics, Inc. �
Trademark(sJ ® Registered
Marca(sJ Registrada(sJ �

APR:) Charter Associate Member



New Continuous Calculations

from CrossLink eliminates

waiting for the software to

complete the return. Simply
enter the source data and

the return is done, without

waiting. It's that simple
and that fast!

Built-in double verification
checks ensure the IRS receives

every return error-free. When

an error is detected, simply
press the enter key and

CrossLink displays the form

and the location of the error

with a complete diagnostic
of the problem.

Electronicfiling is the key to

greater profits. It takes

less ofyour time, uses fewer

supplies, generates more fees,
and gives you access to

additional products to sell

to your clients.

It's time to start making
money! Call our friendly
account executives today!

(209) 835-2720

Petz Enterprises Inc.

Tracy, California
Since 1974

APR:» Associate Member since 1996
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W ourselves short?

With a full-scale effort

being waged to improve
the industry's image, a

question to consider is
whether the industry's own advertising is perpetuating the outdated image
it's trying to remedy. Writer Nicki Carlson takes an in-depth look at RTO

advertising, where it falls short and how it can be improved. Since advertising
is the consumers' primary source of information about RTO, it is in the

industry's best interest to put its best foot forward.

� The turning tides of litigation
"iii, In the past few months, three judicial decisions have been handed down,

�-:iach ruling that rental-purchase transactions are disguised credit sales under

r::various state laws. Are these cases merely coincidental, coming as they did on
".,..:'Jt: ,

•• •

. 'He heels of each other, or do they represent a turmng of the legal tide agamst
�e rental-purchase industry? AFRO General Counsel Ed Winn III examines
he potential impact of these cases on the industry.
(

�:J},

sh Gotthelf profiles RTO dealer Kevin Cronin of Rapid Rentals Inc.
is and central Illinois. A former partner in Payless Rent, Cronin just
on his own in December with seven stores, 32 employees and a

tlook for the future of the industry.

5 I NEWS BREAK

1997 AFRO Legislative
Conference; APRO Mid-Year
Conference; Gus goes
international; RTO rises to

economic decline; and more.

10 I PRESIDENT'S VIEW

APRO President Bill White

highlights the results of the
Association's recent public
relations efforts.

12 I RTO PERSPECTIVE

Bill Keese questions that
if President Clinton can

change his image, why
can't we?

14 I RTO MESSAGE

Ed Winn III warns of the
risks of optional fees.

16 I RTO ETHICS

Larry Sutton discusses

practicing what you preach.

35 I WHO'S WHO
IN APPLIANCES

An annual listing of

companies that supply
appliances to the RTO

industry.

40 I ON DISPLAY

New products and services.

43 I RTO HUMOR

Bud Holladay presents some

inescapable truths about life
in the rental-purchase
industry.

44 I VIEWPOINT

What advertising strategies
are you using to attract new

customers?

Cover illustration by Terrell Powell



Our Furniture Goes
Fast Because V1k Put It

On Wheels.

F R I S C o
FURNITURE

F R I S C o®
FURNITURE

We can get our furniture to your store as fast as our furniture leaves your store. Because we

ship directly to you on our own trucks you can usually have your order within two weeks. And when
it's sold, you can have your next shipment in about two weeks. And when it's sold, you can have your
next shipment in about two weeks. And when it's sold, you can have your next shipment in about two

weeks. Because at Frisco Furniture we understand the comings and goings of your business.

U R E

Great Furniture. Fast.
Sales/Marketing: 910-885-5310. 101 S. Main St., Suite 813, High Point NC 27260

Manufacturing: 334-267-3111· 57 Chambers St., P.O. Box 40, Frisco City, AL 36445

APR:) Associate Member since 1996



FLX Master Delivery Trucks ... Desi�ned and Built
Specifically for the Rental Industry s Special Needs.

At FLX, we not only build the most popular
delivery trucks for the Rental Industry, we also offer

fully equipped Dodge, Ford and Chevrolet CARGO
VANS, usually saving you hundreds of dollars over

local fleet dealer prices.
Quality, Service and Value ... standard equipment

on all FLX-Master products.
Call us today and ask about our Special 1995

M;�;;;;;;S
l(SOO)VAN-CUBED(826-2823)
(615)447-2187

* Leasing programs also available.

APR:) Associate Member since 1994

priced Work Smart series

is idealfor the rental

2-way adjustable arms,

made in USAfabrics and

a smoothly contoured

lumbar support.

Work Sm.art,
affordablethe new

fromseating collection

Office

Star, lets

you create

just the

chairs

your customers want.

Over 40 elegant patterns,
all made in the U.S.

and backed by a IS-year
limited warranty. Colorful

Andnew hang tags.
'Quick

(with
an innovative

Ship' program
warehouses on both

coasts!) that gets the

merchandise to you
faster than ever before.

All in all. Office Star

makes working smart

easier. And far more

profitable!

For more information, call toll-free

'-800-950-7262 �OFFICE STAR
�-PRODUcrs
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1997 Legislative Conference set
for February 2-4 in Washington, DC

Never before in the

history of rental­

purchase has the indus­

try come so close to

passing long-sought fed­

erallegislation as it did
this past October. In
order to continue the
momentum for a suc­

cessful future, RTO deal­
ers are invited to attend
the third annual APRO

Legislative Conference,
scheduled for February
2-4 at the Hyatt Regency
Washington at Capitol
Hill in Washington, D.e.

The conference will
offer rental dealers from
across the country the

opportunity to schedule

meetings with members
of Congress in order to

educate them and/or
their staff on the rental­

purchase business and its

challenges.
RTO dealers, both big

and small, are encour­

aged to attend in order
to learn more about the

legislative process while

continuing to build rela­

tionships on Capitol Hill.

Heavy turnout at the
1995 conference played
an important role in the

industry's sale versus

lease victory with the
Internal Revenue Service.
In 1996, the stage was set

for the passage of federal

legislation and continued
efforts toward deprecia­
tion tax issues.

Issues facing the

industry in the next con­

gressional session include
the Watts Bill and the
depreciation amend­
ment. The Watts Bill is
federal legislation spon­
sored by Rep. l.C, Watts

(R-Okla.) clarifying that
the rental-purchase
transaction is a lease, not

a sale. The depreciation
amendment will allow
the industry to amend
the current tax code

requiring RTO dealers to

use a five-year Modified
Accelerated Cost Recov­

ery and replace it with a

three-year MACRS.
In addition to two

days of dealer visits with

Congress, APRO has

planned an evening of
cocktails and dinner at



the exclusive George
Town Club on Monday
evening, February 3. The

George Town Club is
housed in an 18-century
building once known as

Suters Tavern, a common

meeting place during
Colonial Georgetown.

For registration infor­
mation , contact Amber
Roberts at APRO at

800/204-2776 or

512/794-0095.

RTO rises to
economic decline

Rental-purchase com­

panies hold a somewhat

unique ability to provide
services and merchandise
the public particularly
needs during periods of
economic decline.

According to Equitable
Securities Research's C.
Marks "Bubba" Hinton

Ir., America is currently
experiencing such an

adverse time:

RTO FYI

Aboutl,360 RTO stores

have been purchased dur­

ing the past three years;
an estimated 300 to 400

more stores could be pur­
chased during the next 12

to 24 months.

\(�

Public RTO chains are

accelerating their number

of transactions, but the

number of stores acquired
per transaction is decreas­

ing. Only 36 percent of

the industry's stores are

owned by the 10 largest
rental-purchase firms.

Source: Third Quarter Update,
Robinson.Humphrey Company Inc

� More than 25 percent
of the workforce now

earns less than $15,000
annually due to intense

global competition and
the declining influence
of unions.

� Only 17 percent of the
individuals below the

poverty line in the
United States moved
out of that class in the
1980s, compared to 44

percent in the Nether­
lands, 28 percent in
France and 26 percent
in Germany.

� The middle class, eco­

nomically defined as

those with family
incomes between
$15,000 and $50,000,
fell from 61 percent of
the households in 1969
to 50 percent by 1992,
according to the Eco­
nomic Policy Institute.
"The combination of

misguided government
entitlement programs
and an educational sys­
tem that has miserably
failed much of our youth
has impaired economic

opportunities for so long
that households in the
lowest quartiles lack

upward mobility and are

developing the character­
istics of a permanent
underclass," Hinton says.

Despite their low-in­
come status, these con-

sumers the APRO Vendor Rela-
desire tions Committee. Bob

everything Saunders of Saunders
their more afflu- Sales & Marketing filled
ent counterparts the furniture category
possess. Rental- vacancy and John Rogers

purchase compa- of High Touch filled the
nies offer an alternative computer category
way to meet these goals vacancy. Sherry Work-
and to obtain these prod- man, formally an alter-
ucts that they would oth- nate on the committee,
erwise be unable to af- was voted a permanent f4]
ford. In times like these, position.
it is even more important The committee con- �

for the rental-purchase sists of 13 members who

industry to make its pres- represent various cate-

ence known. gories of products. Those

products are furniture,
appliances, electronics,

APRO Vendor jewelry, computers and

special services. The mis-
Relations sion of the Vendor Rela-

Committee adds tions Committee is to act

new members
in an advisory capacity
to the APRO president

Two new committee and the APRO board of
members were elected to Continued on page 8

PARD PAC thanhs contributors

Ronald DeMoss, president of the Pennsylvania Associa­

tion of Rental Dealers, wishes to express gratitude on

behalf of PARD to the following individuals and APRO-PAC

for contributing to the PARD PAC. PARD also thanks those

who reached out with contributions from across state lines:

Don Bain Ernie Lewallen Shannon Strunk

Bob Bloom David Lilly Michael Suchsland

Larry Carrico Jeff Loeb Wayne Sutton

William Colvin Jan McDonald John and Carolyn
Jeff Conway Gary McDougal Tibbetts

Kevin Cronin Bob Moore III Ralph Tormey
Barb Daniels Tracey Morgan Mike Viveiros

Richard Dawley Bill Morgenstern Charlotte Walsh

Ron DeMoss Sam Moyers Mike Walts

Brad Denison Morrie Otander Melani Weidner

Chad Hazam Randy Otander Dan Weiss

Lawrence and Helen Gary Romine Bill Wendell

Hornbake Brian Scott Ed Wilson

John Isaac Mark Speese Dick Wolford

Harold Katz Cynthia Baber- Jane Zeller

J. Kieffer Strunk
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APRO's Mid-Year Conference headed for the Florida Keys

Plans are already underway for the
1997 Mid-Year Conference, which

will be held May 1-3 in Key West, Flori­
da. The APRO Mid-Year Conference is
an annual gathering for both members
and non-members. Each year, attendees
learn about the most recent tax,

accounting and legal issues facing the
rent-to-own

industry.
In

between

meetings,
attendees
can enjoy the
sites, sounds
and golf in
this south­
ernmost city
in the United
States. Mea­

suring 1 mile

by 4 miles,
Key West has
an interest­

ing history,
having been

discovered in the 1500s by Ponce de
Leon and being home to native Ameri­
can Indians, pirates, Bahamian colonists
and traders.

The 1997 Mid-Year Conference will
be held at the historic Marriott Casa
Marina. Built in 1921, this resort is the
oldest and largest in all of the Keys. The

atmosphere harkens back to a time of

elegance and refinement with a luxuri­
ous atmosphere where emerald lawns

meet the blue Atlantic.
While in Key West, conference atten­

dees can enjoy museums, art galleries
and theaters, including special attrac­

tions like Ernest Hemingway's home
and the Tennessee Williams Fine Art
Center. Water sport lovers can choose
from snorkeling, diving, wave runners,

kayak tours, charter fishing and many
other activities. Relaxation will be the

key word for those experiencing the

charming lanes, quaint shops and
"Conch Homes" with wide verandahs
and lush tropical landscaping.

Attendees can also partake in Key
West Golf Club's paradise. Golfers will
love the unique 18-hole course that cov­

ers 200 acres of beautiful Florida Keys
foliage and wildlife. Golf legend Rees

Jones designed the course to be a chal­

lenge to players of all abilities. See how

you do on the infamous "Mangrove
Hole" (143 yards, par 3 played com­

pletely over a field of thickly intertwined

tropical mangroves). To set up a tee

time, call 305/294-5232.
The deadline for hotel reservations is

March 31. Room rates are $149 for
rooms with a non-ocean view and $179
for rooms with an ocean view. Call
800/626-0777 for reservations or call
APRO at 800/204-2776 or 512/794-0095
for more information. For more infor­
mation on Key West, call 800/LAST­
KEY. Watch for future issues of

Progressive Rentals and Network News
for registration information.

T H U R S DAY, MAY 1 Attracting new RTO customers: APRO Public Relations

Investigative Report, Rental Dealers Hospitality Suite.

Sponsored by FORESIGHT Inc.

F RID A Y, MAY 2 APRO Annual RTO Legal/Tax and Accounting Update,
complimentary luncheon sponsored by the Nationwide Club

Administrators

SATURDAY, MAY 3 Industry Round Table

]997
CALENDAR OF EVENTS

JANUARY 17-21

San Francisco Furniture

Mart, 415/552-2311
(B&D Hospitality,
January 18)

FEBRUARY 2-4

APRO 1997 Legislative
Conference,
Washington, D.C.

FEBRUARY 2-5

American Rental
Association Annual

Meeting, 309/764-2475

FEBRUARY 20-23

Tupelo Furniture Market,
601/844-1473 (Benchcraft
Hospitality, February 21)

APRIL 10-1S

High Point Furniture
Market, 910/888-3700

MAY 1-3

APRO Mid-Year
Conference
Casa Marina Historic
House by the Sea

Key West, Florida

MAY IS-IS

TRIB annual meeting,
San Antonio,
770/451-4302

JUNE 2-5

CES with Comdex,
Atlanta, 202/457-8700

JUNE 2S-JULY 1

Dallas Furniture Market,
800/325-6587

JULY 10-13

Atlanta Furniture Market,
404/220-3000

JULY IS-22

San Francisco Furniture
Mart, 415/552-2311

AUGUST 11-15

APRO '97 Rally at Ballys!
Annual Convention &
Trade Show, Las Vegas

AUGUST 21-24

Tupelo Furniture Market,
601/844-1473

OCTOBER 16-24

High Point Furniture
Market, 910/888-3700
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From Guam to Canada, Gus has now hit

international airwaves. Since the last

"Gus Watch," more than 30 companies have

ordered and/or aired the Gus television com­

mercial- bringing the total number of compa­

nies running Gus to 75 in an estimated 130

markets.

November and December are the busiest

advertising months for the industry and deal­

ers have taken advantage of APRO's animated

commercial. Small operators represent the

majority of those ordering the commercial.

The reviews throughout the membership have

been "thumbs up."
John Ketchum of All-Pro rentals recently

aired the spot in Douglas, Georgia, and

received immediate response.

"Customers have come into the store and

commented on the commercial ever since it's

been shown. It has directly contributed to the

improvement of my business. I think APRO

should continue to provide small dealers with

high-quality promotional items like Gus," says

Ketchum.

Gus has also reached the two-dimensional

market in print advertisements and promo­

tional items. "Gus," as well as the APRO Seal of

Integrity, is available on diskette and on slicks,
which can enhance a company's print adver­

tisements. Chet Penzak of Inform Systems con­

tinues to use "Gus" on promotional materials

for individual companies. Penzak, an APRO

associate member, can be reached at 904/252-

5766 or contact Richard May at 800/204-2776

for a diskette and/or slicks of "Gus" and the

APRO Seal of Integrity.

8 PROGRESSIVE RENTALS

No news would be better news...

Especially with news like this appearing in local

papers across the country: The Benton (Arkansas)
Courier reported that a homemaker answered his

door one Halloween night to find three masked

men standing on the doorstep. When the men

got their foot in the door, they confiscated a

leased home entertainment center. These men

were not burglars, but workers for a RTO

company and were repossessing the item

because payments were three months past
due. When questioned about this unethi­

cal procedure, the store manager

replied, "It was the only way we could

think of to get inside the house."

VENDOR RELATION COMMITTEE

Continued from page 6

directors on matters

affecting the annual con­

vention and trade show,
the national trade associ­
ation and the rental-pur­
chase industry in

generaL
The committee meets

three times a year. Its
members provide an

important link among
vendors and dealers in
the rental-purchase
industry. The next com­

mittee meeting will be
held in Key West during
the 1997 APRO Mid-Year
Conference on May 1,
1997.

Low-end PC
popularity

•

growmg
Despite earlier projec­

tions that personal com-

puter sales were going to

experience a slowdown,
PC makers showed very
strong third-quarter



profits - which is just
another reason RTO
dealers should consider

getting into computer
rental, if they haven't

already. The rapid
growth of PC sales is
attributable to the

explosive growth of the
Internet, rising demand
for computer worksta­
tions and hefty business
contracts, reports
TWICE, a weekly con­

sumer electronics publi­
cation.

TWICE also reported
that the number of low­
end PC models are grow­
ing as a result of a flood

of under-$l,OOO clones
that hit the shelves in
November. These essen­

tially full-featured 75
MHz Pentium-class

computers will be target­
ed to children and stu­

dents and come

Internet-ready with a

high-speed modem.
With the increase and
consumer acceptance of

lower-priced systems,
RTO dealers currently
offering PCs can expect
to see increased

competition along with
increased customer

requests for these lower­
end computers.

PUBLICLY TRADED
RTO STOCKS

RTOCOMPAHY
12.10.Q6 52·WEEK

SYMBOL PRICE HIGH PIE

-A
R nt I

................... 11 ,. ••••••••••••••••••••• _ .

AaronRents A ARONA 14% 30% 19
.............. " , .

14% 15AaronRents BARON 18
�. II ,. II ••••• "Il ....... 1r.� •............................................... ,." ••••••••• II .11 •• II ....

Alrenco RNeo 11

Rent A Center THRNY N/A 25 16
.................... "; ,.

Renters Choice Rell 15% 28% 25
................ , .

Rent-Way 9% 15% 21RWAY

4
A Dunlln

Renta,llnfQrmatiG" �y$teV'l� Ine.
P.o. BQX 1165 "'" aS4 Jeanette, Ave.
MagllQUa� AR '1115�
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New year, new beginning

he APRO Public Relations Com­
mittee has started the year with a

bang. The results from the first
focus groups are in and the good
news is that we are beginning to

really hone in on where we need
to direct our efforts in order to improve our

image. We have a lot of work to do and what bet­
ter way to start the new year than with more

direction and purpose than we ever had before.
The purpose of the research, as supported by

the APRO Public Relations Committee and board
of directors, was to understand and motivate

potentially untapped customers who have a simi-

lar demographic profile to current RTO cus­

tomers, but who haven't recently rented-to-own.
The first phase of the research was these focus

groups, which allowed a non-structured way of

measuring feelings and motivations behind non­

users' attitudes and lack of usage.
Judging by the survey results, you would think

we were still operating in the 1950s. To summa­

rize, the general perception of rent-to-own

according to these participants is that we sell

cheap, low-quality merchandise, that it's our own

advertising that turns away potential customers

and that renting is not socially acceptable. The
focus group participants likened our salespeople
to used-car salesmen who wear polyester leisure
suits and saw the typical RTO customer as low-

class and uneducated.
And this is only the tip of the iceberg.

Nancy Edwards of TateAustin will high­
light the research results in the next

issue of Progressive Rentals. Not only
will she highlight the focus group's neg­
ative comments, but she will also cover

By BILL WHITE some suggestions for improvement.
APRO's President While APRO continues it efforts to
................................. assist our industry in improving its

image through research, the Gus commercial and

public relations and legislative efforts, what APRO
can't do is change the image of every store. We
have got to take a good, hard look at how our

stores look, feel and appear-not only to our cur-

10 PROGRESSIVE RENTALS

'The focus group

participants likened

our salespeople to

used-car salesmen

who wear polyester
rent customer base,
but to those who have
never visited our

stores. And we need to

take a close look at our

advertising. One focus

group participant said
that RTO stores

should show the wide
selection and quality of products available rather
than emphasizing prices.

The most frequently mentioned way to create a

more positive store image was to change the ad­

vertising to higher class, more honest and sincere
while showing higher quality
products. As one participant ex­

plained' our marketing should

say, ((We have good quality and
we're here to help you."

Of course, there was a gener­
al consensus that renting versus purchasing prod­
ucts was not the preferred route to go if you
eventually intend to own the product. And there's

nothing we can do about that. What we can do is
create higher visibility of the benefits of renting­
to-own, targeting those segments of the popula­
tion that can take advantage of what we have to

offer. As witnessed during the focus groups, the
benefits of rent-to-own are not touted enough.

The bulk of the research will be highlighted
during APRO's Mid-Year Conference in Key
West, to be held May 1-3. APRO and TateAustin
will be presenting an educational seminar called

"Attracting New RTO Customers: APRO Public
Relations Investigative Report" on May 1. If you
are unable to attend the Mid-Year Conference,
the research results will also be made available to

APRO members at the beginning of the year.
In the meantime, while our non-customers

may not yet be satisfied with us, it is our cus­

tomers who need to be kept happy. In our efforts
to upgrade our image, let's not forget those cus­

tomers who have helped make our business the
success it is today.•

leisure suits and

saw the typical
RTO customer as

low-class and

uneducated."

Bill White, in his second term as APRO president,
is owner ofAction TV & Appliance Rentals Inc.,
based in Mesquite, Texas.



Leading RTOs have been discovering that

Audiofile home theater products simply don't

come back. That's because Audiofile has a

proven track record of providing products

ideally tailored to the rental market. Audiofile's

Cinema Centers give you complete Dolby Pro-

Logic speaker systems as single-SKU solutions

that are easy to rent-and to use. They're your

best way to capitalize on the home theater

boom. Don't let the new year pass you by- cmEmrtEnTER
call Audiofile today at 1-800-833-6252 and Audiofile Cinema Centers provide easy,

one-SKUhome theater solutions.
discover the easiest way to maximize your

home theater rental revenues in 1997.

1000E. Valencia Drive, Fullerton, C4 92831

Phone (714) 992-4697· Fax (714) 992-0552



Clinton did it, so can we

he November presidential elec­
tion was, in retrospect, no sur­

prise. Bob Dole never was able to

articulate to a majority of voters

his vision for America or portray
a consistent image of what his

presidency might be like. What was a surprise,
however, was the total remaking of the president's
image in the last 18 months of his first term. If

anyone cares to remember, President Clinton suf­
fered some of the lowest approval ratings ever

attributed to a president during his first two years
in office.

How did this happen? Rest assured that it was-

n't by happenstance. Clinton's rise in popularity
was a brilliant combination of good timing and
the president's willingness to change that led to

such dramatic approval by the voters that his rat­

ings soared to well above 50 percent. We do know
some of the mechanics that led to this change.

First, the president gathered a team of experts
from outside the White House bureaucracy.
These were advisors not tied to the past mistakes
of the first two years of the administration. He
was persuaded to make bold, substantive changes
to the direction of his administration. He came

out supporting a balanced budget. To counter his
liberal image, he chose crime as a place to start.

His pollster, Mark Penn, was concerned about
the casual nature of the president's strategy and

suggested doing a benchmark poll to

define the keys to re-establishing the

president's image. Penn's polling was an

attempt to map the psyche of the Amer­
ican voter. The results became the blue­

print for the campaign.
The polling determined the charac­

By BILL KEESE teristics of the swing voters and how to

APRO's Executive Director use issues to reach them. A key to this
..............................

strategy was to accentuate the positive.
To the public, all the president's men discussed
the nation's growing economy with apprehen­
sion. They were concerned that, like President
Bush, positive reviews of economic progress
might be misinterpreted as being out of touch
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"We are following a

strategy, similar in

many respects to

that used by the

president in the past
with the people who
were still hurting. In a

memo, Penn wrote,
"Failure to recognize
the optimism in the
electorate and to cor­

rectly revive it could
be the single biggest
mistake we would
make that would cost us the election."

Making presidential rhetoric from Clinton's
State of the Union address a reality was impera­
tive to establish credibility. From then on,

throughout the campaign, the moderate, concil­

iatory message was clear and the

president was always on point.
Some believe the changes that

occurred were solely for political
expediency and condemn Clinton
for being an opportunist for the

sake of the election. Others believe the "real"

politically moderate Clinton finally stepped for­
ward, having been freed from the confines of the
liberal Democratic Congress defeated in the 1994

congressional elections.
Those of us outside the inner sanctum of the

White House may never know the true reasons

for the president's metamorphosis, but no one

can deny the success.

The great challenge for our industry over the
next decade is to reinvent ourselves and by so

doing, change our image. We are following a

strategy, similar in many respects to that used by
the president in the past two years. We have gath­
ered a unique team to guide us. We are using
focus groups and will soon employ polling tech­

niques to help us define our "swing" customers.

We will be persuaded to change some of our pro­
cedures to create a new image. We must make our

rhetoric conform to the reality of the marketplace
and to establish our credibility outside our cur­

rent customer base.
I know there are some who either feel the chal­

lenge is too great or believe we can't attract new

customers with a change in our image.
I say, look at what Bill Clinton did.•

two years. We will

be persuaded to

change some of our

procedures to create

a new image."
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A customer calls a small loan company and signs.
wants to borrow $500. The customer is in a hurry. Rental dealers need to be aware that damage

waivers or leased property insur-

Th0 r I·S II 0fop t I·0na I fO0S :�sC�a����lbt��:�I;:;���sa��;:��
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with customers that plaintiffs'
After a brief discussion and a credit check, the lawyers could isolate to argue that customers real-
customer is invited to come down to the loan ly did not have a choice.
office later that day and pick up the check. There High penetration rates do not automatically ;: \

is no mention of insurance on the phone. When mean that a store is forcing damage, waivers on

the customer gets to the loan office, the loan doc- customers. What really matters is what customers

uments are ready. However, insurance premiums are being told about the transaction. Damage
for credit property, credit life and credit accident waivers can be successfully sold by explaining
and health are added on to the amount financed. carefully how they work and by walking the cus-

The loan documents disclose that these charges tomer through some examples of when the waiv-
for insurance are optional, but if the customer er would more than pay for itself. It is dangerous,
objects, the loan officer then tells the customer however, to add them to agreements automatical-
that the loan documents will have to be rewritten. ly and assume that either the customer will not

Instead of receiving the loan right away-since notice or will not object. Dealers should ask them-
the papers have to be rewritten - the customer is selves if they are prepared to explain their business
then asked to return the following day. The cus- practices to a jury. That is what the small loan
tomer sighs and signs and even initials the insur- companies in New Jersey are going to get to do.•

ance boxes where the documents state

that the insurance is optional. Ed Winn III is APRO's general counsel.
It is based on' thbse 'facts that a New

Jersey state court has ruled that the loan
transaction may violate' the state decep­
tive trade practices statute because of
the lack of a real choice concerning the

By ED WINN III insurance products.
APRO's General Counsel Now, put those facts in the rental­
"""."" .. "" .. " ... ""."" .. """.,,..

purchase context. A rental-purchase
customer calls the store looking for a television.
The price quoted is $9.99 a week. No mention is
made of a damage waiver. The customer gives ref­
erences over the phone and later that day, the
store delivers the television and a rental-purchase

find it useful to write a brief cautionary
tale here and hope that it applies to no

one in the rental-purchase business. It is

probably nothing more than my overly
active rental-purchase lawyer mind at

work, but "an ounce of prevention ...

"

well, you know the rest.

This tale has its genesis in the small loan

industry where the issue of "credit insurance

packing" is hot. Legal aid and other lawyers have

begun to attack the practice with some success. It
works like this:
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lilt is dangerous to

add damage waivers

or leased property
insurance agreements

automatically and
agreement for the cus­

tomer to sign at the
house. The agreement
has been filled out by
the computer in the
store and has a $1 a

week damage waiver
fee added to the rental rate. When the customer

objects, the delivery person states that the agree­
ment will have to be rewritten back at the store on

the computer and the television cannot be deliv­
ered until the next day. The customer sighs and

assume that either

the customer will

not notice or will

not object,lI
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Practicing what you preach

hen each of us on the
Ethics Committee agreed
to write an article on ethics,
I must confess that I was at

a loss as to what in particu­
lar I would choose to write

about. After all, almost every dealer I have met in
this industry professes to be the most ethical
human on the planet.

After giving it a lot of thought and after sever­

al attempts to begin this article, I have decided to

challenge the basics of our beliefs about what
"ethics" stand for.

It appears that all of us have our particular

areas where we apply high ethical standards and
other little gray areas in which our ethics could be

questioned. For example, I knew a dealer who
went absolutely nuts every time he caught an

employee stealing from his company, but thought
nothing of filing a false insurance claim on stolen

goods whenever one of his stores was burglarized.
His scam went something like this: Whenever a

store was broken into, he would have his store

manager show current skips/stolens as having
been turned in the day of the break-in and subse­

quently list those items as stolen during the
break-in. Having just included his store manager
in a plot to rip off the insurance company, he now

expects that same manager to use a different set

of ethics and not steal from him. What signal was

he giving? It's the old "do as I say, not as

I do" method, which doesn't work with

employees any better than it works with
our children.

Other dealers I know profess to be
above reproach in all areas of their per­
sonal and business life, but think noth­

By LARRY SUTTON ing of changing a receiving date on a

APRO Board Member product to extend the manufacturer's
.........................................

warranty or file a warranty claim on an

out-of-warranty item using an in-warranty
model and serial number. What's the message
here? The message is that it is OK for us to steal
from the manufacturer, but we must be honest
when it is our assets that are on the line.

16 PROGRESSIVE RENTALS

"What signal was he

giving? It's the old

'do as I say, not as I

do' method, which

doesn't work with
We are dealing

with ethics every day.
Every day in our

stores, our employees
are making decisions
that affect your cus-

tomers and other employees alike. Just like chil­
dren, they will follow the example they have been

gIven.
What about you? Do you set the example for

your employees to follow? Does your policies­
and-procedures manual reflect proper ethics in
each and every single situation? Did you sign the
"Declaration of Integrity" at the APRO conven­

tion? If you did, did

you mean it?
Our industry will

only achieve great­
ness when all of us

adopt the same ethi­
cal standards, internally as well as externally.

I hope we are all displaying the APRO Seal of

Integrity in our stores, but most of all, I hope we

are all striving to run our businesses by the Gold­
en Rule: Treat others as you want to be treated! •

employees any

better than it works

with our children,"

Larry Sutton is an APRO board member and
president of Champion Rent- To-Own in Tampa,
Florida.
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ENLIGHTEN THE AUDIENCE

Advertising provides a unique set­

ting for communicating a

positive image to the public.
Ken Butler, president of
Aaron's Rental-Purchase, says
RTO dealers need to include
in their advertising messages
the idea that RTO is no longer
just a last resort.

"I think there's a market of
RTO customers out there who
have heard war stories and

negative press about this indus­

try; they need to hear that it's
OK and not shameful to rent­

to-own," Butler says.
Ernie Lewallen, chairman of

APRO's public relations com­

mittee and owner of United
Household Rentals in Cincin­
nati, Ohio, suggests the produc-
tion of infomercials might positively
affect the industry's image. After par­
ticipating in a focus group study where
he watched people's reactions to differ­
ent kinds of advertising, Lewallen says
he was amazed at how little the non­

rent-to-own customers knew about
the industry. He says these people had
incredible misconceptions and pre­
conceived notions about RTO.

"I think there's an incredible need
to educate potential customers about
the business itself. It takes away the

stigma. Once someone knows what the

industry is about, they still may not be
a customer, but they might be a little
more prone to recommend it to a

friend or relative who might want to be
a customer," Lewallen says.

APRO hired public relations and

advertising firm TateAustin to help
develop a strategy for getting the good
word out on renting-to-own. Nancy
Edwards, account director at Tate­
Austin, says APRO is "taking its first

steps in trying to define the rental-pur­
chase industry to consumers."

One of these steps included the

development of the Gus ad, which was

designed to break RTO out of the fray
of typically price-oriented advertising.
Richard May, APRO's public affairs
director, says the goal of the ad is to

entertain viewers and give them a dif­
ferent feel for the industry. Individual
stores can personalize the commercial

during the four-second tagline at the
ad's conclusion.
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he re$ult of the

indu$try� non­

profe$$ional attempt
at adverti$ing i$

an overwhelming
$imilarity of ad$

and commercial$.
STRIVE FOR CREATIVITY

One way to help formulate this
desired, more positive industry image
is to design creative advertising pro­
grams. One of the biggest hurdles to

overcome in advertising is space and
time - both of which come down to

money.
APRO's 1996 Advertising & Public

Relations Survey found that the indus­

try spends an average of only 5.1 per­
cent of its gross revenues on

advertising. Of that percentage, dealers
allocate 45 percent of their advertising
money to print, 30 percent to televi­
sion, 14 percent to radio, and 11 per­
cent to miscellaneous other media.
The survey report states: "The majori­
ty of RTO advertising campaigns are

the brainchildren of each individual

company. The survey shows that the

advertising profession spends little

energy or time with the rental-pur-

chase industry."
The result of the industry's non­

professional attempt at advertising is
an overwhelming similarity of ads and
commercials industry-wide. For exam­

ple, in reviewing the 1996 APRO
Rental Advertising Excellence award
winners, it becomes clear that print ads

typically feature shots of
merchandise with prices and
terms splashed across them.
Television commercials often
use the same tactic, but many
also feature desperate, dis­

gruntled adults in scarcely and

poorly furnished apartments
who go to a RTO store and
then magically appear in the
next frame in the lap of luxury
and happiness.

Lewallen explains the men­

tality that many RTO dealers

develop after confronting the
constraints of a tight advertising
budget. "If you buy half a page in
a newspaper, you want to put
your best foot forward. I think

tendency is to put lowest price,
lowest term, come-on slogans, down
and dirty, just get the merchandise out

the door techniques;' Lewallen says.
Michelle Brooks, assistant director

of marketing for Rentway, says the

homogeneity found in the industry's
advertising leads to the most difficult

challenge of advertising in this indus­

try: identifying your store or company
and differentiating it from the others
out there that are probably distributing
the same kind of advertising you are.

"For the most part, RTO stores offer
the same products, rates and terms;'
Brooks says. Yet this is precisely what
most stores feature in their advertising.
"Service is one area that differs; the

problem is that it's not tangible-it's
hard to advertise 'service," Brooks
says. Rentway promotes its motto of
"welcome, wanted and important" in
an effort to emphasize the service

aspect of its stores.

LEARN FROM
CREATIVE LEADERS

APRO's May says that because deal­
ers' ads focus on price and product,
many people think they are obligated
to buy when they walk into an RTO
store. May says that if he owned his
own store, he would stress the concept



of renting in his advertising.
"Most advertising today focuses on

what to rent. The benefits of renting­
to-own, like flexibility and conve­

nience, are huge, so I would specifically
stress reasons to rent," May says.

Rent-A-Center has developed a cre­

ative new advertising program that

accomplishes that very goal. The com­

pany is promoting a reason to rent - to­

own with its new slogan, «Try it before

you buy it." Rent-A-Center is using a

famous celebrity-George Wendt,
who played Norm on the long-run­
ning television comedy Cheers- in its
commercials. Mike Shreiber, vice pres­
ident of marketing for Rent-A-Center,
says the company focused not only on

using a high-profile celebrity, but also
on the importance of that celebrity
being a person with whom customers

could relate. Through consumer cre­

ative testing, Shreiber says the compa­
ny realized the high popularity and
customer relatability of Norm among
Rent-A-Center's customer base.
Shreiber says the company also placed
primary importance on showing the

relationship between Norm (the cus­

tomer in the commercials) and the
Rent-A-Center coworker.

«We wanted to create a more posi­
tive way of looking at rent - to-own. We
found through research that our cus­

tomers are well aware of the fact that

they don't have credit, so we don't need
to be reminding them of that in our

advertising. We are trying to expand
our customer base by giving people a

different, more positive way to look at

rent-to-own;' Shreiber says.
Aaron's Rental-Purchase is another

company using creative new advertis­

ing. Butler explains how, last year,
Aaron's sponsored the Atlanta Braves
and gained additional exposure and
name recognition throughout Atlanta
and the Southeast. Butler says the ads
that Aaron's ran in connection with
the Braves «promoted the concept of
Aaron's Rental-Purchase and not spe­
cific products. We presented what
makes us unique: our size and
selection - our store is three times

larger than our area competition­
and the length of time we require to

own, which is 12 months versus our

competition's 18-month period."
Edwards suggests another innova -

tive advertising idea: sponsoring or

donating to a community group or

charitable organization or event. Com­

munity relations can carry a huge
impact and is something all dealers­
even those without a lot of money to

spend on advertising - can do suc­

cessfully, Edwards says.
«Cause marketing is the buzz

phrase of the '90s and it really does af­
fect your bottom line. Anything you do
to support your community can come

back tenfold and directly translate into
sales. In terms of your long-term rela­

tionship with your community, it's

something you just can't ignore," Ed­
wards says.

Another benefit to community rela­
tions is that it reaches all segments of
the public and not just the narrowly
defined demographics of a «typical
and likely RTO customer."

TARGET NEW KINDS
OF CUSTOMERS

America's Research Group conduct­
ed a nationwide telephone survey of

rental-purchase customers in August
1994 to define exactly who is the "typ-

INNOVATIVE IDEAS
FOIl ADVERTISING

Try advertising that will help potential customers become familiar
and comfortable with the rental-purchase industry - that does more

than just offer price and products. For example, television commer­

cials like the Gus ad help to shape a positive "image" of RTO that
will be beneficial in the long run.

2. Develop an identity - in the form of a personality, a commercial

style, a phrase or simply a logo - for your store that will distinguish
it from other RTO stores. Again, try not to base this identity on price
and product alone. What sets your store apart from the others?

3. Think of segments of the population in your area that are not cur­

rent customers and develop an advertising strategy targeted to
their specific needs and desires. Here are some examples:
� If you live in a city or town that has a college or university, the

months of May, August, December and January are ideal for adver­

tising furniture and entertainment equipment because college stu­
dents are moving during these times. Many universities and

colleges have publications where advertising can be submitted

relatively inexpensively. Putting flyers up around campus is anoth­
er way to advertise at a lower cost. To meet students' specific
needs, consider notifying dormitories, student apartment complex­
es and fraternity and sorority houses about renting televisions,
stereo systems, etc., during the holidays and big sporting events

(don't forget collegiate sports!). This could lead to a new-and

lasting - customer base.

� Target more upscale customers by presenting the idea that RTO
is a way to keep up with current fashionable trends; for example,
it provides the opportunity to change to a new look or style when­
ever they wish.

� In the business community, renting office furniture and equipment
is a solution to the problem of equipping seasonal and temporary
workers and office space. Target this audience and need and

simultaneously appeal to businesses that provide temporary resi­
dence for traveling employees.

� Tell the audience why they should rent-to-own as well as what

they should rent-to-own. People pay attention to - and will more

likely remember - advertising that provides benefits and reasons

as to why rental-purchase is a good option for them.
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ical and likely RTO customer." Accord­
ing to the survey, the most common

RTO customer is between the ages of
35 and 44, earns a household income
of between $15,000 and $23, 999 and
works a blue-collar job. These charac­
teristics by no means represent a

majority of RTO customers, however.
In each of the three demographics

of household income, occupation and

age, less than 50 percent of RTO cus­

tomers are represented by the leading
characteristic in each group. For exam­

ple, the most common age group is 35
to 44, but this represents only 25 per­
cent of all RTO customers in the sur­

vey. Where the industry often falters in
its advertising is by targeting these
leading demographics and thereby
excluding an enormous number of
RTO customers. Furthermore, poten­
tial customers (who are not represent­
ed in the survey) receive little if any
advertising attention from the indus­
try and RTO dealers.

"The rental-purchase industry
attracts 3.5 million customers a year,
but there are 25 million to 45 million
people that fit our demographic/eco­

nomic profile. That means we are only
attracting 8 percent of the potential
rental-purchase market, according to

our industry survey," says APRO's
Executive Director Bill Keese.

May offers even more insight into
these numbers. He says APRO discov­
ered through a focus group that the
majority of people who rent- to-own
do so from numerous stores and com­

panies, creating a recycled customer

base.
The danger this recycled customer

base poses to advertising lies in the
fact that, according to APRO's 1996

Advertising & Public Relations Survey
report, only 3 percent of the industry
conducted formal market research in
1995 and no company conducted
research outside their current cus­

tomer base. The outcome reveals itself
in dealers' advertising, which, as May
says, "just keeps hammering away at

the same small clientele over and over

again."
APRO's 1996 survey concludes,

"Most companies target a specific
market. General marketing research
outside the current 'customer profile' is
minimal." This claim is supported by
the fact that dealers spend 49 percent
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of their "other" advertising expendi­
tures on direct mailings and door

hangers, which typically are received

by only current customers and those
who fit the industry's primary demo­

graphics.
Keese adds, "I think that 95 percent

of the people we are reaching right
now like their experience with renting­
to-own. The problem is that this is a

very isolated customer base ... Our own

advertising is not geared towards
attracting new kinds of customers."

Dealers face tremendous difficulty
in trying to attract

new kinds of cus­

tomers through
current advertis-

Daler$ de$ign
their ad$ to meet

the need$ they
know for $ure are out

there. 11nfortunately,
they give little or

no con$ideration to

'bringing in a new

kind of cU$tomer.

ing methods, APRO's May says.
Because the recycled customer base is

typically comprised of people who
need to rent-to-own, dealers sense the
consistent demand and focus entirely
on those customers. In addition, half
of the stores are "mom and pop shops
that don't have a lot of money to spend
on advertising. They go with what they
know and don't want to take the
chance of spending tons of money on

customers who may not be there;' May
says. As a result, these dealers design
their ads to meet the needs they know
for sure are out there. Unfortunately,
they give little or no consideration to

bringing in a new kind of customer or

to tapping into a new line of thought
concerning the industry as a whole.
However, upgrading the tone and

appeal of dealer advertising will only
reinforce the relationship with the
existing customer who wants to be
part of a more upscale group.

FOCUS ON THE

CONSUMER'S NEEDS

Using a targeted advertising audi­
ence is one key to success, but equally
important is ensuring that the audi­
ence targeted is not limiting the num­

ber of people who might provide
business to a store. May says, "Rent-to­
own is right for everyone in America at

some point in his or her life, but our

advertising only goes out to those who
are always in need of it." For many
consumers, the thought of going to a

rent-to-own store has never even

entered their mind, yet these same

people have specific needs that RTO
could fulfill. Solutions to these poten­
tial customers' problems can be pre­
sented through RTO dealers'

advertising.
For example, many people have get­

togethers and parties where, for one

night, they need a really great stereo

system. They are not going to buy one;
so let them know that renting for one

weekend is a viable option. Think
about the Super Bowl or World Series
where large numbers of people crowd
around one little television set to

watch the "big game." Does the general
public know they can walk into a RTO
store and rent a larger TV? Traveling
business people who live in a city for a

month or two and then move on to

their next assignment could also bene­
fit from rent-to-own. These people
want the comforts of home like a

stereo and a television, but they cer­

tainly don't carry these items from
town to town with them. The key to all
these scenarios is to break away from

targeting only the traditional RTO cus­

tomers and, in addition, broaden the

scope of a store's advertising to include
specific people with specific needs at

specific points in time.
The recent surge of car leasing com­

mercials provides a good example of
this kind of advertising. Car-leasing
companies are no longer targeting just
commercial accounts for businesses
which leased fleets of cars to compa­
nies. New commercials for this busi­
ness focus on an upscale, stylish
consumer who wants to drive a new

car every few years. For these types of
customers, leasing allows them to drive
a more upscale vehicle than they could
otherwise afford if they had bought it.
This same thinking could apply to



rental-purchase ads. Computers would
be an excellent product to market this

way, because computer technology is

changing so fast that the minute you
buy a new computer, it is already out­

dated and in need of an upgrade. At a

rent-to-own store, a customer could

simply bring the computer back and

sign a new agreement on a more recent

model.
In conclusion, all kinds of people

exist out there who have probably
never even thought of going to a rent­

to-own store. It is the responsibility of
the rental-purchase industry and indi­
vidual dealers to present these ideas to

the public and to make it known, par­
ticularly through advertising, that

renting-to-own is an appropriate,
available option for everyone.

LOOK TO THE FUTURE
Edwards explains the industry's

advertising weaknesses by saying RTO
needs to "break out of the box" and
become noticeable in its competitive
retail environment. She stresses the

importance of research - finding out

what the public's concerns are and
what barriers are out there keeping
consumers from becoming RTO cus­

tomers. "Until you talk to your cus­

tomers and non-customers, you don't

really know what kind of a role adver­

tising can play."
APRO and TateAustin are currently

conducting focus groups and quantita­
tive surveys aimed at finding the moti­
vation behind renting-to-own as well
as what barriers might exist. Armed
with this knowledge, the industry and
individual rental-purchase dealers can

design advertising strategies that will

target these specific needs, address the
barriers and, hopefully, tap in to a

wider customer base. In the meantime,
developing advertising programs that
are educational, that counter RTO's

negative image, that are creative, that

distinguish RTO stores from one

another and that aim to appeal to all
kinds of both potential and current

customers, will undoubtedly produce a

positive effect on this industry and
how it is perceived by the public.•

Nicki Carlson is a free-lance writer

living in Austin, Texas.

Th@J'@ is $)0,000,000.00
in rmancinCJ just waitinCJ for

{olorTym@ franmis@@s.
The rent to own market is explod- ready to convert to the industry

ing. But if you're not born into leader. To see how ColorTyme's

money, how do you cash in? Call new conversion plans can benefit

ColorTyme. We're aggressively you, call our President, Mitch

looking for new franchisees, espe- Fadel, today. 1-800-411-TYME or

cially current rent to own dealers 1-972-751-1711.

RENT WHAT'S RIGHT FOR YOU

13 Years
of Experience

TRIB earns the support of its members by:
• Keeping members competitive with quality products
• Keeping members a.dvised of industry developments
• Encouraging ethical and prudent business practices
• Maintaining strength through unity and numbers
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THREE

RECENT

CASES HAVE

RULED

AGAINST

RENTAL·

PURCHASE.

IS THIS

CAUSE FOR

CONCERN?

ince September 1996, three cases have
ruled against rental-purchase compa­

nies on a variety of legal theories. All
three courts concluded that the rental-pur­

chase transactions in question were really disguised
credit sales under different states' statutes. One case

comes from the U.S. Eighth Circuit Court of

Appeals. The other two are from trial court judges,
one state and one federal. Trial court rulings only
affect the parties involved and have no legal influ­
ence on other cases.

The cases interpreted Minnesota, Wisconsin and
New Jersey state laws. Wisconsin and New Jersey
have no rental-purchase legislation. Minnesota
remains a legal quagmire ever since the Minnesota

Supreme Court ruled that rental-purchase transac­

tions are also credit sales in 1994 in the case, Miller v.

ColorTyme.
While there are 44 rental-purchase state statutes,

the industry is vulnerable in those states without safe

BY ED WINN III
harbor rental-purchase legisl�ti�n.
Consumer advocates and plaintiffs

.................................................... lawyers have focused their anti-rental-

purchase attentions in those states without rental­

purchase legislation, particularly in Wisconsin and
New Jersey.
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this case was the fact that it is those who are least able to

pay who are being victimized by this scheme. Apart from
the dictates of law, I cannot comprehend what kind of

corporate conscience could possibly sanction charging
people like Ms. Hall 125 percent interest."

The judge showed his bias and the rental company
was hopeful of a reversal on appeal. Instead, in 1993, the

three-judge circuit court upheld the trial court and held
that the balloon was too small, without saying how much
would have been enough. Mrs. Hall's agreement was a

disguised credit sale.
In 1994, the Wisconsin Banking Commissioner inter­

vened. Unlike the judge who learned about the business
in his courtroom in one day, the Com­
missioner properly recognized that the
Wisconsin rental-purchase industry
needed some guidance and was willing
to provide it. He told rental dealers in
a letter that if they used a balloon pur­
chase option of at least 12 percent of
the total of rental payments called for

judge's ruling is in a transaction, then the agreement

I I I h would not be covered by the WCA. No
ega a c emy. sooner had the Banking Commission-

He simply plowed er issued his letter than the state's

attorney general publicly criticized
new legal ground him for undermining several lawsuits

when he concluded the attorney general had pending
against rental companies in the state.

that the ability to In early 1996, the Banking Com-
missioner revoked his letter, leaving

pay an option price
•

rental dealers scratching their heads

in installments : about how to operate legally. The deal­
• ers made the proper assumption that if

nullifies the existence : laws exist in other states recognizing
: rental-purchase transactions as differ-

of the option. : ent from credit sales, surely there must

be some way to write a rental agree­
ment in Wisconsin that is not a credit sale.

Several weeks ago, a Wisconsin federal district court

judge issued a lengthy opinion in the case, Burney v.

Thorn Americas Inc. The judge ruled that an entire class
of the defendant's rental customers, going back six years
from when the suit was filed in 1994, were entitled to

damages for the defendant's violations of the WCA. The
class action suit consists of all customers who had, since
1988, paid in as rent at least as much as the original cash

selling price or who were likely to pay that much in rent

in the future.
The judge held that Rent-A-Center, despite its best

efforts, did not and could not offer bona fide balloon

purchase options to its customers. The judge had to

argue away the existence of a balloon in order to hold
Rent-A-Center liable. It is important to track the judge's
reasoning, flawed though it be, to understand how some

people view the business.
The judge correctly cited the law as it relates to leases

The recent ruling from Wiscon­
sin, Burney v. Thorn Ameri­

cas Inc., really began in
1979 with Mrs. Palacios

and her color television/
stereo combo, which she

rented for $23/week and
had paid for 70 weeks or

RICllS INC. so - $1,652 to be
exact - when she quit pay­
ing. The rental company sued
her for return of the unit or

for another $142. Mrs. Palacios sued the rental company
under the Wisconsin Consumer Act,
one of the most comprehensive con­

sumer protection statutes in the coun­

try. The Wisconsin Court of Appeals
ultimately ruled in 1983 that because
the plaintiff had paid more than the
value of the rental property, the trans­

action had turned into a consumer

credit transaction subject to the WCA

protections.
By 1985, when the Palacios case and

appeals were over, Wisconsin rental
dealers had added balloon purchase
options to their agreements in order to

be able to stay in the rental business
and avoid the strictures of the WCA. A
number of companies adopted the
North Carolina definition of nominal
consideration - 10 percent or less of
the original cash selling price - and
added 11 percent balloons to their
rental agreements.

In 1991, another rental customer,
Mrs. Hall, rented a washer/dryer for
$87.90 a month. Mrs. Hall's agreement
was for 19 months with a $161.89 balloon at the end;
Mrs. Hall thought the agreement was for 12 months.
When she had paid $1,069 on a $1,839.60 contract, she

thought she had paid enough. The company sued; Mrs.
Hall sued back. The judge concluded that the purchase
option wasn't big enough and the transaction, like the
Palacios transaction, was subject to the WCA.

The plaintiff told the judge that she was struggling to

make ends meet, trying to buy a washer and dryer worth
$600 for an eventual ownership price of $1,839.60. When
she had paid a little more than $1,000 and quit, she got
sued. Despite the rental company's best efforts to explain
the transaction, the judge bought Mrs. Hall's story. The

judge was so upset by his view of the business that he
sent a letter to the State Banking Commissioner stating:

"Because I believe that this scheme is a violation of
the usury laws and your agency is responsible for
enforcement of those laws, I felt it was important to for­
ward this decision to you. The most disturbing aspect of
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and sales. Some leases are disguised sales. However, a

lease is just a lease if there is a bona fide purchase option
at the end of it. A purchase option equal to the fair mar­

ket value of the property means the transaction must be
just a lease. Lease payments can only have been for use of
the property, since the lessee must still buy the property
at option time for its fair market value.

Balloons are an interesting legal proposition. If the

payments are too big, customers are put off. Balloons
make it sound like it's going to cost more. If the balloon

payment is too small, the law says it's not a balloon at all
and the whole transaction is a credit sale disguised as a

rental agreement.
There is no legal requirement that a customer must

pay a balloon in one lump sum. Customers can finance
balloons if the company is willing to extend credit. Vehi­
cle lessors do it all the time. After a customer had made
more or less regular rental payments for a year or more,
the defendant rental company did indeed think the cus­

tomer was credit worthy and readily offered to finance
the balloons. The company even told customers up front
that the finance option was available. The judge decided
that telling customers up front they could finance the
balloon when they got to it was evidence that the com­

pany was not offering a bona fide transaction, but was,

instead, trying to dance just outside the shadow of the
WCA.

Over the years, Rent-A-Center did make a series of

operational changes in Wisconsin in an effort to preserve
the integrity of the transaction in the face of an uncer­

tain and potentially hostile legal environment. Original­
ly, after Palacios, the company offered a balloon equal to

roughly two monthly payments until it lost the Hall case.

Then the company added balloons equal to one-third of
the total of rental payments. Then the banking commis­
sioner wrote his letter and the company went to 12 per­
cent balloons. When the banking commissioner revoked
his letter, the company was left to wonder what to do.

The fact all along is that the WCA covers credit trans­

actions and excludes leases with purchase options that
are not nominal. That is what the statute says. There
must be a way to structure a lease with ownership
options without having the transaction turn

into a sale. The judge, however, concluded that Je�Rent-A-Center wasn't really offering a balloon; II
it was still in the pure "rent - to-own" business,
which has been covered by the WCA since the law was

enacted in 1973 and certainly since 1984 when Palacios
was decided in the Wisconsin court of appeals.

The judge hinted that there could be leases with pur­
chase options to consumers not covered by the WCA, but
Rent-A-Center couldn't offer them, because it had once

been in the rental-purchase business.
The judge's ruling is legal alchemy. He simply plowed

new legal ground when he concluded that the ability to

pay an option price in installments nullifies the existence
of the option. Most car leases, for example, have balloon

purchase options at the expiration of the lease period.
The options are calculated to be close to the car's value at

the end of the lease. Lessees of cars have the option to

turn the car in or to buy it when the lease expires.
Rent-A-Center argued that the Commissioner of

Banking's letter protected the company from exposure
under the WCA, at least for as long as the letter was in
effect. The judge, while acknowledging the Commission­
er's authority to issue an interpretive letter, ignored the
Commissioner's intent in issuing the letter and its effect.
The judge ruled that since Rent-A-Center didn't really
have a balloon purchase option at all, the Commission­
er's letter was irrelevant.

The court's conclusion that the Rent-A-Center rental­

purchase transaction was really a disguised credit sale led
to a number of other conclusions. For example, the com­

pany's reinstatement fee was really a disguised delin­

quency fee; the company both failed to give proper grace
periods as required by the statute and charged too much.

Rent-A-Center failed to make the disclosures called
for under the WCA, exposing the company to a penalty
of $25 per agreement plus the plaintiff's actual damages.
The judge spared the plaintiffs the trouble of proving any
actual damages and ruled without evidence that damages
for each class member was equal the actual finance

charge less 5 percent. The actual finance charge is equal
to the amount paid by a customer less the cash selling
price. Initial estimates put the damages as calculated by
the judge at $20 million. As soon as it is permitted to do
so, Rent-A-Center is expected to appeal Judge Reynold's
decision. The appeal will go to the 7th Circuit.

On October 25, 1996, a state court

judge in New Jersey ruled on a

number of motions in the case,

Gallagher v. Crown Leasing Corpo-
ration. He concluded that the rental­

purchase company had violated a

number of state laws because its
.

G CORP. transactions were disguised
credit sales. Gallagher is one

of several class action lawsuits

pending in the state in the after­
math of the 1994 decision in Green v.

Continental Rentals.
New Jersey has a long anti-rental­

purchase history. In 1993, the New Jersey
arm of Public Interest Research Group devel­

oped an anti-industry poster campaign com­

plete with an anti-rental-purchase rap song that got
some play on local radio stations. Rental dealers and
consumer advocates have battled for a decade to a draw
in the legislature as each has tried without success to get
rental-purchase legislation enacted.

In 1994, Judge Alterman, a state trial judge, issued his

ruling in the Green case. Not content with finding a dis-
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has its roots in the Minnesota state courts, specifically
the Minnesota Supreme Court's ruling in Miller v. Col­

orTyme in 1994. Rental dealers may recall that the Min­
nesota Legislature enacted a comprehensive consumer

protection rental-purchase statute in 1990. The statute

provided that in the case of a conflict between the new

rental-purchase statute and the older Consumer Credit
Sales Act, the rental-purchase statute would control. In

1995, the state Supreme Court ruled that there was no

conflict between the two statutes and that rental-pur­
chase transactions were also consumer credit sales in
Minnesota. The Supreme Court went on to declare that
the transactions are also usurious under the state law

limit of 8 percent.
In Fogie, the federal circuit court

demonstrated no independent analy­
sis of the issue and followed the state

Supreme Court in every detail, includ­

ing the revised definition of usury,
which no longer requires a debt or any
absolute obligation to repay it. Instead,
Minnesota rental-purchase transac­

tions are usurious because,
well ...because they just are.

The court refused to consider any
appeals relating to the plaintiffs' RICO
claim or damages and sent the case

back to the trial court in Minnesota
for resolution. Unlike the opinions
from Wisconsin and New Jersey, the

Fogie decision came from the Eighth
Circuit and can influence other cases.

However, the impact will be limited
because of the peculiarities of Min­
nesota state law.

The Eighth Circuit's ruling caused
Rent-A-Center to announce its inten­
tion to offer only rent-to-rent agree­
ments in the state beginning the next

day after the ruling. Rent-A-Center

recently requested the Eighth Circuit to reconsider its

opinion, which the court declined to do. The next step is
for Rent-A-Center to ask the U.S. Supreme Court to con­

sider the issue, which the company is considering.
The ruling potentially means an ultimate judgment

for a class of plaintiffs in the tens of millions of dollars
and, if RICO applies, it means that the amount of actual

damages will be tripled.

guised credit sale under New Jersey law, Alterman ruled
that rental-purchase transactions also violated federal

Truth-in-Lending law. The rental company went out of
business before the decision could be appealed, leaving
the Green opinion sitting like a siren on the courthouse

steps calling to plaintiffs' lawyers around the state and
even neighboring states. At least three class action law­
suits were filed against rental companies in New Jersey
before the year was out.

In Gallagher, the defendant rental company had filed
a motion for summary judgment on all claims last

spring. When the judge denied the defendant's motion to

dismiss, he talked at length about how he felt about the
transaction, which led plaintiffs to

conclude that they could probably win
on summary judgment without hav­

ing to go to trial. As a result, the plain­
tiffs filed a motion for summary
judgment which the court heard in
October.

Ruling from the bench, the trial

judge declared the Crown agreements
to be covered by the New Jersey Retail
Installment Sales Act as transactions
"similar to" credit sales and found a

number of disclosure and other viola­
tions because Crown admitted that it
was not complying with the install­
ment sales statute.

The court went on to find a viola­
tion of the state usury statute, even

though the RISA has its own finance

charge limit separate and apart from
the usury statute. The court also found
a separate violation of the law relating
to late fees and a violation of the Con­
sumer Fraud Act. The judge told the
defendant rental company, "I think
what you're endeavoring to do is create

a subterfuge to avoid the Consumer
Fraud Act, to avoid the Retail Installment Sales Act

and to do the very things which ... those

particular statutes were

designed to regulate
and prevent." The rental

company has indicated its
intent to appeal this decision.

the opinions from
Wisconsin and New

Jersey, the Fogie
decision came from

the Eighth Circuit and

can influence other

cases. However, the

impact will be limited
because of the

peculiarities of
Minnesota state law. o

Another judicial cut came in September
when the Eighth Circuit Court of

HORN AMERICAS INC. Appeals affirmed the

t
Minnesota federal dis­

o a trict court's opinion in
the case, Fogie v. Thorn

Americas Inc.
The Eighth Circuit opinion

Coincidence or turning tide?
In the past two months, three judicial decisions have

been handed down, each ruling that rental-purchase
transactions are disguised credit sales under various state

laws. Are these three cases merely coincidental, coming
as they did on the heels of one another, or do they repre­
sent a turning of the legal tide against the rental-pur-
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chase industry? The odds are in favor of coincidence over

a turning tide.
In the first place, all three cases come from states with

statutes regulating consumer credit transactions that can

only be called peculiar. Most state credit sales statutes

were adopted in the 1960s and 1970s from the old Uni­
form Sales Act or, less often, the Uniform Consumer
Credit Code and show a remarkable consistency with
federal law and with one another. However, for reasons

known only to the legislative members involved, each of
these states broke from the Uniform Sales Act tradition
and wrote its own new law relating to credit sales.

Each of these three cases is interpreting language in a

state statute that is unique. Minnesota has its own rental­

purchase statute, but the statute does not clearly state

that a rental-purchase transaction is not and cannot be a

credit sale, which language exists in nearly every other

rental-purchase statute.

Wisconsin has that execrable "pays or" language, so

easy to misinterpret ifyou think poor people renting tele­
visions is a misallocation of resources in the first place.

And New Jersey has its unique "other similar transac­

tions" language. Well, there is a lot of litigating yet to

occur in New Jersey before plaintiffs lawyers get their

payday. The New Jersey statute has its quirks, but is not

so different from other state credit sale laws and the fed­

erallaw, which have been interpreted to exclude rental­

purchase transactions from coverage.
It has been a bad 60 days in the courthouse for the

rental-purchase industry. The courthouse is a risky place
to go under the best of circumstances. Reporting on

these lawsuits provides a useful cautionary tale for rental
dealers everywhere to be on guard. We have both friends
and enemies in high places. Some of our enemies wear

black robes and only feign impartiality when given a

chance to reign in what they feel is an abusive industry.
We all like to think that if we get a full chance to tell our

side of the rental-purchase story before an impartial
body, we will win every time. In reality, what we learn

every now and then is that we don't always get the chance
to tell our side and that the decision makers are not

always impartial. •

Ed Winn III is APRO's general counsel. Copies of these

rulings are available from the APRO office upon request
by APRO members.

'h :80) 4
Fax (800) 444-7312

A·pt:D Associate Member since 1986
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BY BARBARA STOOKSBERRY

We
asked a few random rental-purchase dealers what

improvements they'd like to see from appliance manu­

facturers and guess what? We heard no complaints.
Apparently, RTO dealers are generally satisfied with the white

goods available to them and their customers and the service
that appliance manufacturers provided. Nevertheless, manu­

facturers are forever making changes; here's an overview of
what's new and hot in the major appliance game.

RELIEVING WASH-DAY WOES
Because laundry machines comprise by far the biggest

chunk-about 70 percent-of the white goods business for

rental-purchase, manufacturers who serve this industry

I
pay a lot of attention to this segment of their clientele .

Whirlpool/Roper makes wash day easier for the con­

sumer with the introduction of its washer and dryer with

Cyclelogic™, a system of color-coded controls that match­

_
es functions on the washer and dryer for ease of use. If the
load is washed on red, the load is dried on red. This fea-

ture is targeted to the rental-purchase market, says Whirlpool's
Mark Spear, so children, seniors, first-time users and those com­

ing off the laundromat circuit have no problem learning to sort

fabrics and use the machines properly and efficiently.

...rea
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Geography
sometimes plays a

.

role in laundry preferences.
In areas where much of the
urban housing is older, there
is more demand for 24- inch

stackables, with washers that hook

up to the sink and l20-volt

dryers that don't need to be
vented. These "portables" are

set on casters and are ideal for
those with no washer/dryer
connections, even though the

dryer takes a little longer to

do the job compared to con­

ventional dryers.
Bruce Manning of General

Electric says his company's wash­

ing machines for this year are all
new. "We offer a total redesign;'
says Manning, "to provide the

largest internal capacity without

getting bigger externally." Every­
thing about the washer is different

except for one belt and the result is
the biggest tub available, he says.
The new machines are attractive
to RTO, he says, because on the
rental floor, the customer doesn't
need a hard sell. The salesperson
need only to lift the lid to impress
the customer.

Manning points to a trend in

rental-purchase: today's customers

are willing to pay more for features

they consider to be important.
"Rental consumers don't want to

settle for the lowest thing on the
market if they can afford more fea­
tures;' says Manning. The result is
that customers often keep the

product longer because they are

happier than they would have been
with a lesser product. This benefits
RTO dealers in the long run, as sat­

isfaction is important with cus­

tomers who can return the

product at any time.

By the next APRO convention,
Phil Wilson of Frigidaire/Gibson
will have a new front-loading,
tumble-action washer to pre­
sent-an extra-large machine
with a matching dryer. The front­

loading washer, says Wilson, is

"gentler on fabrics because there is
no agitator and does a better job
of removing dirt and stains."
Clothes last longer without agita-
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tion, says Wilson, and the washer uses less detergent
and 40 percent less water than top-loading machines.
The tumbler propels the clothes in one direction,
then reverses direction to plunge the clothes back
into the wa . Wits-o elieves the rental-purchase
custornen IS changing and is no Ion er necessarily the

The real! g I�, consumers wan Improvements.
And, m(ffig belIeve, the customer -- IMbether
retaIl or rental-Rurchase -IS willing pag
for upgrpdes anU improved merchandise.
individual who na no choice but to go tie RTO
route. T, e result of the changin RiO c ientele is a

demand for better products.
Kenmdre-introdtm monochromatic styling in its

complete line of full-sized laundry equipment for
1997. The company's dryers, says AI Zagorniak, have
a larger loading door for added customer conve­

nience. The rent - to-own model offers three cycles
and two additional temperature settings to give con­

sumers increased drying in less time.
Kenmore gets high marks from dealers for making

its entire line of washers and dryers available to

rental-purchase dealers. The company offers a special
order program to fill "the expanding needs of the dif­
ferent markets and the ever-changing wants and
desires of the consumer." By using the catalog, RTO
dealers can offer additional merchandise and have it
in the store in a couple of days. The availability of a

catalogue that shows the full line is not unique to

Kenmore, but it is a method in which the company
puts a lot of stock. "Not only do you have what is on

the floor for immediate delivery, but dealers can offer
a vast resource of additional products that are avail­
able in a short time frame," says Zagorniak. The avail­

ability of a catalog satisfies the customers' desire to

view the full range of what's out there and to feel sat­

isfied that they have chosen the best features for their

purposes.
This has been a big year for Jenn-Air, Maytag,

Magic Chef and Admiral, which saw a consolidation
of its major home appliance resources in Newton,
Iowa. New in the Maytag line is its Dependable
Care™ line, which brings a new wash system and an

agitator that works only when you need it. The Load­
Sensor™ agitator judges the size of the load by sens­

ing the amount of pressure and resistance of the wash
load. For large loads, spiral fins engage to guide
clothes down and through the cleaning zone. On
small or delicate loads, the fins disengage to avoid

over-vigorous agitating. Less wear and tear on cloth­

ing is a good selling point to consumers, who have a

significant investment in their wardrobe.
The new Maytag washers can wash loads 33 per-

cent larger than earlier models
and offer other refinements such
as extra rinse options, extended

spin cycles, a permanent-press
cool-down that uses less water,
rounded styling for easier cleaning

and larger graphics to make
the control panel easier to

read. The company's new

dryer line saves energy by
stopping the dryer when pre­
set dryness levels are reached
and has settings to minimize

wrinkling and ironing.

SHHHHH ... THE DISHWASHER'S ON

Quiet
is the operative word in

dishwashers. With better insu­
lation and tub design, dish­

washers now operate so quietly
that conversation can actually be
carried on in an adjoining room.

Ienn-Air introduced its Quiet
Series and Ultimate Quiet Series
dishwashers in a number of mod­
els with an assortment of features,
but all are equipped with the
SoundGuard™ insulation package
and Quiet Liner™ tub. The lower­

priced Magic Chef line also offers
a variety of wash cycle settings, a

multiscreen filtration system and
stainless steel food chopper with
filter to break down food particles
and drain them away. Maytag's
Jetclean® dishwashers and the top­
of-the-line IntelliSense™ Plus
dishwasher have all been refined
to provide a larger racking capaci­
ty' more racking flexibility, new

cycles and additional wash jets.
Phil Wilson reports that Gib­

son also has in production a new

line of "super quiet" dishwashers
that save money by using less hot
water and less detergent. Wilson

says the Gibson line is "simple to

operate, does the job it's supposed
to do and lasts a long time."

"NEW AND IMPROVED"
HAS CUSTOMER APPEAL

Even though the manufacturers
we talked to said they were

doing well with what they had,
as Doug Ringger, director of prod-



uct planning for Maytag, points
out, "The reality is, consumers

want improvements." And, many
believe, the customer - whether
retail or rental-purchase-is will­

ing pay for upgrades and

improved merchandise.

Maybe it is changing demo­

graphics or just good advertising
and salesmanship, but the trend
toward higher-end products is
also holding for refrigerators,
where the customer is more likely
to opt for the side-by-side than in
the past.

Refrigerator pocket handles are

no longer news, but they are still
worth mentioning as an example
of the vendor heeding concerns of
the dealer. Broken handles were

the leading complaint of rental­

purchase dealers. However, appli­
ance manufacturers listened and

began providing recessed handles
on refrigerators for rent-to-own,

resulting in fewer mishaps during
delivery and fewer headaches for
the dealer.

Where upscale refrigerator fea­

tures, such as ice and water

through the door, are concerned,
RTO customers who rent their
homes may still shy away from
these features as they require
drilling holes in other people's
property. RTO customers are more

interested, however, in glass shelv­

ing and gallon storage in the door,
basically the same conveniences
that appeal to retail customers.

As for ranges, look for a bigger
demand and more availability of

self-cleaning ovens, quicker-clean­
ing smooth tops and pilotless igni­
tion. The smooth tops, says Mark

Spear, are «virtually indestruc­
tible" and offer advantages beyond
easy cleaning in that they are

scratch-resistant and provide
extra counter space when not in

use. Stoves are moving toward
increased use of electronics, which
are more accurate, can control

temperature better and produce
more consistent results. The

option in higher-end products
include sensor cooking and con­

vection cooking, which distributes

heat more evenly. Sealed burners on gas ranges also
offer better control of the cooking heat.

SERVICE AND DELIVERY

The
relative advantage of one machine over anoth­

er is, of course, only part of the picture. Delivery
and service playa big part as well. Each manufac­

turer has settled on a way of serving this industry that
works for them and, judging from the positive
response we got in our minisurvey, works for dealers.

Whirlpool, for example, has no distributors, but
uses its own trucking company, Quality Express,
especially for rental-purchase. Whirlpool, Spear

APPLIANCE RENTALS

Amana Refrigeration Inc. *

Contact: Mary Nedved
Potter

2800 220th Trail
Amana, IA 52204-0001
319/622-2661

The Appliance
Connection *!

Contact: Jerry Minnery
P.O. Box 344
Goshen, KY 40026-0344
800/628-6527

Frigidaire Co. *!
Contact: Jon Rosensweig
6000 Perimeter Dr.
Dublin, OH 43017-3233
614/792-4157

GE Appliances*+!
Contact: Bruce Manning
Appliance Park, 4-200-A17
Louisville, KY 40225
502/452-7779

Gibson Appliances *!
Contact: Phil Wilson
6000 Perimeter Dr.

Dublin, OH 43017-3215
6141792-4239

Jayco Ventures Inc. *!
Contact: Jason Cohen
5600 NW 23rd Ave., #305
Fort Lauderdale, FL 33309
954/491-9080

MAS Inc. *

Contact: Harry L. Steller
P.O. Box 526
Richfield, OH 44286-0526
216/659-3333

o's who
Maytag Appliances*
Contact: Jay Mayne
2110 New Market Parkway,

Suite 206
Marietta, GA 30067
770/953-3509

Petra Industries Inc.
Contact: Jay Wehba
P.O. Box 14708
Oklahoma City, OK

73113-0708
800/443-6975

Sears, Roebuck & Co. *!
Contact: AI Zagorniak
9701 Metcalf Ave.
Overland Park, KS

66212-2219
913/642-8835

The Timmerman Co. *

Contact: Alan D. Smith
114 Western Ave.
Davenport, IA 52808
319/323-1801

United Distributors *!
Contact: Tammy Williams
1133 Empire Central
Dallas, TX 75247-4351
800/338-6679

Walter Terry
Distributor Inc. *+!

Contact: Walter Terry
P.O. Box 230714
Houston, TX 77223-0714
713/227 -6369

Whirlpool Corp. *+!
Contact: Mark Spear
2000 M 63
Benton Harbor, MI 49022
616/923-2417

* APRO associate member; + APRO publication advertisers; ! APRO convention exhibitors

points out, will unload merchan­
dise and take it into the store,
which not all truckers do.

Whirlpool delivers in one to two

days from local and regional ware­

houses, so it isn't necessary to have
a large inventory on hand and

using a catalog for special orders is

always an option. Spear says
Whirlpool gives delivery priority
to RTO stores over retail because
of the nature of the rental-pur­
chase business.

GE has 313 warehouses across

the country and uses different

trucking companies for delivery,
relying on the company's large
volume for delivery clout. Gibson
is handled through independent
distributors, who are able to sup­
ply the rental-purchase dealer
with merchandise on an emer­

gency basis and in small quantities
from a network of warehouses.

«White-goods suppliers are the
best to deal with as far as deliveries
are concerned," says Debbie Hall
of Action TV and Appliance
Rental. She says she gets what she
needs and has no complaints
about appliance vendors. «We
have fewer problems with white

goods than with anything else we

stock," she says. Hall, too, is a

believer that when it comes to sell­

ing a higher-level product, «If

salespeople know what they are

selling, they can sell the higher
level."

Mark Reopelle, warehouse

manager for Quality Rentals in
the Pacific Northwest, says his

company takes a proactive ap­
proach in offering higher-end
products because providing a

quality product is part of his com­

pany's philosophy.
«The customer," says Reopelle,

speaking from experience, «will

pay the difference to get features

they want." The APRO survey and

industry wisdom both support
that contention and perhaps sig­
nal a new way of doing business in

rental-purchase appliances.•

Barbara Stooksberry is a frequent
contributor to Progressive Rentals.
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Kevin
Cronin literally stumbled into the rent­

to-own business. He doesn't remember why he
was walking through downtown Belleville,

ground, but we realized we could make

money doing the same thing on our

own;' says Cronin, 41.
The two partners opened up their

first store just north of St. Louis
in August 1990. For the next

few years, they opened up a new

store about every four to five
months. At last count, Payless
Rent had expanded to include
14 stores and 64 employees.

On December 1, after nearly
six years of successfully build­

ing Payless Rent into a major
player in the St. Louis market,
the two partners split up and
went their own ways.

Cronin's new company is called

Rapid Rentals Inc. He started with seven

stores and about 32 employees. He says
his plan is to expand Rapid Rentals in St.
Louis and central Illinois.

BY JOSH GOTTHELF

PHOTOGRAPHS BY SUZY GORMAN

Illinois, on that cold winter day in 1981,
but he sure is glad he was. As he passed
by a Rent-A-Center store, he noticed a

friend he hadn't seen since high school
inside. When Cronin made the decision
to stop in and pay his regards to this old
friend, he had no idea he was choosing a

path that would eventually take him to

his current position - as a leader in St.
Louis' booming rent-to-own industry.

Two weeks after bumping into his old
friend, who sang the praises of the rent­

to-own business, Cronin made the deci­
sion to leave his banking job and join
Rent-A-Center, where he spent the next

eight years working his way up through
the ranks. Cronin held the titles of store

manager, district manager and finally
zone manager, before he and a co-work­
er decided to go out on their own and
form Payless Rent Inc.

«Rent-A-Center was a great training
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hile he will be competing primarily against larger companies,
Cronin feels he can offer his customers something both valuable
and unique. "I think there will always be room for the little guy;'

says Cronin. "We can react a lot quicker to a customer's
needs. If a local style changes, I can change gears almost

instantly."
But being small can have its disadvantages as well.
"I definitely have to be more strategic about where I

put my stores:' Cronin says. "The big guys have the funds
to open up a store and take a loss for a while if they have
to." St. Louis has close to 60 rent - to-own stores run by
about half a dozen companies.

So what's the secret to Cronin's success? He says he can

narrow it down to two words-hard work.
"Part of me is always here:' he says, gesturing to his

new office in O'Fallon, Illinois, where Rapid Rentals will
be headquartered.

Every employee-from delivery men to zone man­

agers - must go through Cronin. He personally inter­
views every prospective employee. "I like to at least talk to

everybody who is hired," he says.
He says recruiting and interviewing typically occupy

about 25 percent of his time on the job. But St. Louis'

unusually low unemployment rate has left all businesses

fighting for quality help. St. Louis' unemployment rate is

currently at 3.8 percent-the second lowest it has been
in 25 years. The national rate is about 5.5 percent.

With some fast-food restaurants, supermarkets and

temporary firms offering employees "signing bonuses" of

up to $100, Cronin says he has to be more resourceful.
"I'm always on the lookout for good workers:' he says.

"When I go to the mall with my wife Carol, she shops
while I pay attention to the help. I may offer him a better
future."

During the course of his 15 years in

the rent-to-own industry, Cronin has.

seen a dramatic transformation in public
perception. He believes the industry, as a

whole, may be close to winning over

many of its skeptics.
"When I first got into the business"

only about 10 percent of the population
had used rent-to-own products," he says.

"Now, it's almost up to 25'percent."
Cronin says he feels rent-to-own pro­

vides a service to' people wh� can't find

what they're looking for elsewhere.

'�Most of my customers have a house­

hold income of $30fOOO or less anCi have

a poor credit history," he says. "There's

a great feeling of satisfaction when you
send a family home with something they
really need," says Cronin.
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Although many, including Cronin's wife, might find it
hard to believe, he says he has actually slowed down a lit­
tIe bit. "When I first got into the business, I was working
70 hours a week, Monday through Saturday:' he says.
"Now I take most Saturdays off and work about 45 hours
in an average week."

Along with his two brothers, Pat and Mike, Cronin

grew up in East St. Louis, Illinois, just across the Missis­

sippi River from the Gateway City.
What is now a crime-ridden area

devoid of any significant com­

merce, was once rated among the

country's top places to live. In the
1960s and 1970s, around the time
Cronin was growing up, East St.
Louis was a thriving community,
boasting a population close to

100,000. the struggling city is now

home to about 30,000.
Cronin attended a private

Catholic high school and went on

to Belleville Area College. He also
attended the American Institute of

Banking. He now lives in Trenton,
Illinois, about 30 miles east of St.
Louis. He and Carol have two

teenage sons, Sean and Tim.
If Cronin could give one piece of advice to his col­

leagues in the rent-to-own industry, it would be to

become politically active.
"If you can get close to your legislators, it can only

help:' he says.
Cronin himself was instrumental in defeating a bill in

Illinois that would have changed the way all rent-to-own

dealers did business. In his words, the tax bill he lobbied

against would have "put us out of business."
Cronin, who has made trips to Washington to lobby

for the best interests of the rent-to-own industry, is a

two-time president of the Illinois Rental Dealers Associ­
ation and will serve as the organization's vice president
next year. He is also an active member of APRO.

Like many other industries, the rent-to-own business
has experienced consolidation in recent years. National
companies gobble up their mom-and-pop counterparts
on a regular basis.

As far as the future of the industry goes, Cronin

expects consolidation to continue to trim the number of
players. But he would advise other smaller companies to

stick it out.

"If you really want to survive, you can:' he says .•

Josh Go tthelf covers sports business, gambling and the

hospitality industry for the St. Louis Business Journal.
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Relaxation in
motion

Grandma's old
wooden rock­

ing chair is a

thing of the past
as new motion
chairs grow in popu­
larity. Relax-R Cor­

poration, responsible
for the fastest growing
motion chair line in
the United States, is

changing the way
Americans will "rock."

The Relax - R chair fea­
tures all-metal frame con­

struction and is quick and

easy to assemble with just
two bolts. The chairs come

in a variety of fabrics, vinyl
or leather to match any
room decor and feature a

matching ottoman. The
Relax - R reclining back can

be adjusted to stay in one

position with the help of
an easy-to-use handle
located on the right side of
the chair.

The Relax-R 350 is the
most popular model, fea­

turing 360-degree swivel
movement, a fully
adjustable reclining back
and smooth gliding
motion. All models can be

shipped out of the ware­

house within five days.
For more information,

contact M. "Butch"
McCracken, Relax-R

Corp., 75 Nason St., St.
Albans, VT 05478,
800/850-2909.
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Zenith zooms

ahead in remote
control technology
Zenith Electronics Corpo­

ration, the inventor of
the wireless TV remote

control, has developed two

innovations to solve one of
the most frustrating con­

sumer electronics
dilemmas - operating the
remote control in dimly
lighted areas. Four new

Allegro and two Zenith
multi - brand pre-program­
mable remote controls
now feature NightVision
keys that glow in the dark.

Zenith has also intro­
duced an Allegro multi-

brand preprogrammed
remote control (model
MBC4050) that features an

extra large, easy-to-read
keypad. With large num­

bers and channel/volume
buttons designed for com­

fort and easy operation,
these remotes are ideal for
seniors and small children
who have difficulty operat­
ing small controls. The
MBC4050 operates TV,
VCR, cable and a second
TV or VCR. Highlighted
features include long-range
operation, optional on­

screen menu control, direct
channel access, color-coded
keypad and a program
code/battery saver.

All Allegro and Zenith
remotes are ergonomically
designed for ease of use

and hand comfort. Allegro

Cellular service available for the rental-purchase market

While the demand for
cellular phones is

climbing, many poten­
tial customers are

being rejected service
due to credit problems.
Rent-A-Cell introduces
a solution to this prob­
lem with the latest
debit cellular phone,
designed specifically for the rental-purchase
industry.

Rent-A-Cell's debit technology, com­

bined with the state-of-the-art Motorola
Flip Phone, provides the highest level of
control and security available in the pre­
paid industry. The Motorola Flip Phone is

the most popular and

recognizable phone in
the cellular industry.
In addition, Rent-A­
Cell's new system is
the first fully automat­

ed activation system.
Every day, approxi­

mately 25,000 people
apply for cellular ser­

vice. Approximately 30 percent of these
applicants are rejected for credit reasons.

Rental-purchase dealers stand ready to

capitalize on this excellent opportunity.
For more information, contact Blair

Organ, 5500 Oakbrook Pkwy., Suite 150,
Norcross, GA 30093,888/237-8770.



remote models MBC4035

(seven-function) and
MBC4025 (four-function)
and Zenith models
MBC4425 and MBC4435
feature full NightVision
keypads. Allegro model
MBC4030 (seven-func­
tion) features a glow-in­
the-dark channel/volume
cluster.

All units offer an Auto
Find setup feature, control
most on-screen menus,

feature direct channel
access with mute and enter

buttons, and include a pro­
gram code/battery saver.

For more information,
contact John Taylor, Zenith
Electronics Corp., 1000

Milwaukee, Glenview, IL

60025,847/391-8181.

Table talk

Union City Mirror and
Table Co. unveils two

new beautifully crafted
cocktail and lamp tables.
The lamp table is 22 inches
round and 23 inches high
and is available in any fin­
ish. The cocktail table is
also available in any finish
and measures 45 inches

long, 22 inches wide and
19 inches high. Both the
cocktail and lamp table
feature solid wood core

construction.
Union City Mirror and

Table Co. also features two

special finishes available
for these and other furni-

ture pieces. The antique
gold, silver nitrate finish is
the result of an Ll-step
process and stylishly com­

plements a solid-cultured
white-on-white onyx table­

top. The same tabletop
also goes well with the

company's nine-step
mahogany finish.

For more information,
contact Thomas «Chop­
per" Russo, Union City
Mirror and Table Co., 129
34th St., Union City, NJ
07087,201/867-1827.

Hiring help
M cGraw-Hill/London

House has made the
task of choosing compe­
tent employees a little easi­
er with the introduction of
the Customer Service

Application Inventory, a

pre-employment assess­

ment developed for the
retail industry, and the

BioGraph background ver­

ification, a search that
enlists the service of

Equifax Employment Ser­

vices, the nation's largest
employment screening
company.

Employers can use the
CSAI to screen job appli­
cations for skills and atti­
tudes critical to work

productivity and customer

service. The 164-question,
multiple-choice assessment

measures the likelihood
that a job applicant will: be

Selling every second

When customers call or come in and can't be dealt with

right away, take advantage of that time you put them
on hold or have them waiting with a digital announcer for

advertising and on-hold message delivery. «Sold on Hold"
Communications has introduced two lines of digital
announcers: the RU 2600 for on-hold messages and the
ISP 4000 for in -store announcements.

The RU 2600 does not require new on-hold programs
to be loaded at each location from cassette. Instead, mes­

sages are changed overnight via telephone line direct from
studio computers to each installed customer location.

Managers have more time for other tasks and proper mes­

sages are still guaranteed to be playing.
Flash memory takes the place of battery
back-ups or cassette reload requirements
and recorded messages are retained with­
out power.

The ISP 4000 delivers professionally
recorded, in-store announcements over

store PA systems while customers shop.
The ISP fades background music down,
plays the advertising message and then
fades music back up. The announcer

allows for multiple messages to play at

programmed intervals and for the mes­

sage to be changed easily. «Sold on Hold" also

supplies the accompanying overhead music and PA system
hardware.

For more information, contact Damon Oran, 12700 Park
Central Dr., Suite 1401, Dallas, TX 75251,800/777-0898.

friendly, attentive and

cooperative when helping
customers, cooperate and
collaborate with co-work­

ers, avoid work-related
accidents, handle work­
related stress effectively,
respond well to training,
engage in on-the-job theft
or use illegal drugs at

work.
The CSAI is available in

paper-and-pencil or com­

puter software formats.

Employers can choose
from several scoring
options that provide appli­
cant results in minutes. For
each applicant, employers
receive a report complete
with scale scores, follow­

up interview questions and

significant behavioral indi­
cators that alert employers
to an individual's strengths
and weaknesses.

Through the BioGraph
background verification,
employers can conduct a

variety of pre-employment
searches, including crimi­
nal history, driving
records, Social Security
number verification, credit
histories and employee
and education verification.
The search typically
requires three days.

For more information,
contact McGraw-Hill/Lon­
don House, 9701 West

Higgins Rd., Rosemont, IL

60018, 800/221-8378 or fax
847/292-3400.
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Furnish with Frisco grams, includ­

ing direct mail,
collateral and
vertical mar­

keting semi­
nars held

throughout the

country.
To partici­

pate in the VMP program,
resellers must make a com­

mitment to train and pro­
vide dedicated sales

personnel within a vertical
market. Because compen­
sation is based on levels of

participation, resellers can

either sell the entire verti­
cal solution from product
specification/installation to

training or outsource spe­
cific aspects of the imple­
mentation cycle to the
VMP.

For more information,
contact Denise Hutchison,
State of the Art Inc., 56

Technology, Irvine, CA
92718, 714/450-3868.

Software for

your hardware

R S Tech Resources Inc.,
dba Rentek, presents its

new software "RTO" for the

rental-purchase industry.
"RTO" helps shorten the

learning curve, decrease the
time needed to accomplish
tasks and helps employees
feel more relaxed about

using computers.
It's easy to learn yet

powerful to use. "RTO" is
available for lease or pur­
chase at reasonable rates.

Software packages are

available with or without

complete computer sys­
tems. Rentek also offers
conversions, consulting
and custom programming.

For more information
and/or a demonstration
disk, contact Jerry Rankin,
Rentek, 6804 Bancroft
Woods Dr., Austin, TX

78729, 800/9RENTEK.

Frisco Furniture unveils
the Huntington Pike col­

lection of bedroom furni­
ture. The collection
includes a matching panel
headboard, footboard,
door chest, night stand,
framed mirror and door
dresser. The Huntington
Pike collection comes in a

subtle pale fern green color
with light airy wood tones

that combines graceful,
traditional styling with

European heritage.
Special attention to

detail is the Frisco custom.

This bedroom ensemble
features solid wood drawer

pulls, quaint bun feet and

triple embossing. The
famous Frisco "6 Way Bet­
ter Story" of quality con-

struction is a given on any
Frisco piece.

For more information,
contact Jeff Holmes, 10 1 S.
Main St., Suite 813, High
Point, NC 27260, 910/
885-5310.

Software that's
state of the art

State of the Art Inc., a

leading developer of

accounting software for
middle-market companies,
introduces its Vertical

Marketing Partners pro­
gram. SOTA offers com­

plete vertical application
developed upon its strong
accounting software prod­
ucts by partnering with

key software developers in

specific industries. SOTA's
VMP program includes

training and marketing
support designed to assist
resellers in creating
additional revenue oppor­
tunities.

SOTA will provide mar­

keting and training pro-
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Slumber in a trundle

Ridgewood Furniture introduces a trundle bed with three­
drawer storage and an attached student desk. This item

from the Timbertown collection features dual-sleeping
capacity, a study area and three drawers of storage in a sin­

gle unit that occupies about the same amount of space as a

normal twin bed.
The desk locks in the study position and features a

Formica top. Overall features include solid yellow pine
construction, center drawer guides and threaded bolts that
attach siderails to end posts.

For more information, contact Ridgemont Furniture
Inc., One Broyhill Park, Lenoir, NC 28633, 704/758-3779.

Tom Kitchens
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present to you some inescapable truths
and other stuff about life in the rental

business, or - if you joined late­
rental-purchase.

� The number of television screens

turned toward the sales counter in your
store will almost exactly equal the difference
between last month's deliveries and what you
have now. Subtract another 10 percent if the only
working remote is on the sales clerk's desk.

� In descending order, the three costliest items
on rental store financials are generally inventory,
people and occupancy. Ask around and you will
find that any rookie manager with six weeks on

"lhe mushheads

come to work stupid.
Reminds me of that

great bumper
sticker: 'I'm fat and

does the most hiring?
Natch-same guy.

� I ran across an­

other crackpot man­

ager the other day who was going berserk because
the same people kept falling past due, week after
week. He wanted to know why these people can't

pay their bills on time. Duh! The scary part of
that is, he's the guy responsible for explaining the
business to new hires.

� Speaking of customers, has anybody really
looked hard at this cellular phone deal? Seems to

me it's likely that the same customer who can't

budget for a Saturday payment is likely to use up
his entire hour of prepaid air time
before even leaving the parking lot.
That leaves two choices: dump the

phone out the window or send the
sofa back to buy more air time.
Can't see where either is a winner

for the company.
� Now the politicos want us all to ante up to

this PAC deal. Good for the industry, they say.
Some of us remember when contributing to a

PAC meant kicking in with a six-pack for the low­
est Saturday close. We thought that was pretty
good for the industry. Before you snicker, just look
at how far we've come.

� And what is all the hullabaloo about deep­
pocket investors coming from nowhere and buy­
ing up stores? When's the last time fresh capital
and new ideas was bad for any industry?

� In case you were wondering how to tell when

your company has really made it big: If you have
less than 5,000 BOR, you get together every few
weeks at Denny's to review BOR gains and close­
outs. With more than 5,000 but less than 15,000,
you have a monthly meeting in a hotel but nobody
stays overnight except the boss (and maybe the

meeting planner). With more than 15,000 but
under 30,000, you have quarterly meetings where
the big shots kill time between golf games planning
monthly meetings for everybody else. And after

30,000 BOR, you don't have meetings at all, you
have a convention. If you don't believe me, just ask

your outfit's meeting planner.•

you're ugly-but
I can diet. '"

Simple truths about RIO
the job can hire and fire people virtually at will.
But only home office folk are allowed to buy sofas
or sign leases, and then it's all done with triple
oversight and double-secret code rings. So how
come the official line is always, "Our people are

our most important asset?" Go figure.
� I used to wonder why the one-store guy with

the ugliest sign and no ad budget always seemed
to have more BOR than my store with the gor­
geous layout and 8 percent TV outlay. Then I real­
ized the owner was behind the counter and his
survival was behind everything else.

� Now that drug testing has about done away
with lotus eaters and crack heads on the job, what
can we do about the mushheads? You could count

on a good three or four hours a day from the

druggies before their brains jellied up.
The mushheads come to work stupid.
Reminds me of that great bumper stick­
er: ''I'm fat and you're ugly - but I can

diet."
� Remember when pasta was still

spaghetti and multi-level marketing was

By BUD HOLLADAY just a pyramid scheme? Back then, cable
....

was something the phone guy laid, not

what your customers watched. And a VCR rented
for more than a color television and no store got
more than six until we figured out whether it was

going to be more than just a fad. Cutting edge.
� Look around and you will find that the worst

managers always have the most turnover. So who

Raymond C. "Bud" Holladay is COO and executive
vice president ofAlrenco, based in New Albany,
Indiana.
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What advertising strategies are

you using to attract new customers?
Earl Ritter
RENTAL MART INC.

GRAND JUNCTION, COLORADO

I spend most of my
advertising money
on daytime televi­
sion rotators, but
also use newspaper
flyers. I find I get a

very good return on the commer­

cials and they keep us right in
front of the public. This month I
kicked off the Gus ad for 30 days
to see how it would do. So far, the

public response to the Gus ad has
been great. People have seen it
and say they like it; it's different
and is giving us an image I think
we're looking for.

COMPILED BY

INICKI
CARLSON

Lori Piper
FISHER'S RENTALS

MACHESNEY PARK, ILLINOIS

We have a small, one-store

operation and get a lot of com­

mercial business off the yellow
pages. We have developed our

own TV commercials with in­
store filming voice-overs that air
on the Fox network. We also do

private mailings to our current

customers, including exclusive

promotions. When we get a new

customer, we sometimes follow up
with a mailing encouraging them
with benefits to bring in new cus­

tomers. I am planning to expand
our direct mailings to include a

targeted demographic audience.

Stewart Libby
RENTOWN

PRESQUE ISLE, MAINE

People don't know much about
rent-to-own here; in fact, I have
the only RTO store in this area, so

it's hard to get the concept across

in 30 seconds in a television or
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radio ad. I thought print would be
best, but found that a lot of my
customers don't read the papers. I
use TV and radio because it was

the only way to access them and
television advertising is very inex­

pensive in my area.

The most effective advertising
I've done is in a buy, sell and swap
guide. This is very popular and
effective in rural towns. I put my
ads in the electronics or appli­
ances section.

Another strategy I've used is to

buy grocery store cash register
tapes and print ads and coupons
on the back. This worked pretty
well for a while; I am planning to

wait a couple of years and then go
back to it.

Kevin Dorsey
HOUSEHOLD RENTALS

OSHKOSH, WISCONSIN

We have a new team

of managers and are

starting from scratch
after 10 years of

/,II J doing pretty much
I . , the same thing. For

the next year, we'll be using trial­
and-error with direct mail, radio,
flyers and in -store promotions.
Wherever our dollars are best

spent, that's where we'll be spend­
ing more money in the future.

Our expanded direct mail and
welcome wagon services target
new people moving into the area.

We're also moving into a regional­
type newspaper that hits a more

upscale customer. For our radio

spots, we're using a representa­
tive - an agent - who will repre­
sent us at five different stations.
We found that a large part of our

clientele listens to rock and roll,
oldies and country. Our represen-

tative is using our demographics
to find stations where we can real­

ly target the people we want to

attract.

Tom Lacey
LACEY & SONS INC.

DBA COLORTYME RENTALS

NATIONAL CITY AND

CHULA VISTA, CALIFORNIA

We primarily use the
two- and four-page
color brochures and

flyers put out by
ColorTyme that are

mailed directly to

customers. We recently started

advertising computers in these fly­
ers and found that this brought in

new, somewhat more sophisticat­
ed customers. We also advertise

every week in the Pennysaver,
which is a small, local publication.
In addition, we run ads and

coupons in the coupon tabloid of
the local newspaper. Unfortunate­

ly, because our store is located in a

big city, television and radio ads
are not affordable for us.

Marilyn Lawhon
AMTEX TV INC.

AMARILLO, TEXAS

Almost all of our

advertising is geared
to new customers.

We place ads in The

Thrifty Nickel, which
is a tabloid that can

be picked up at most discount
stores. We also put flyers on doors
and is distributed on parked cars.

Some methods we've tried that
didn't seem to work out included
television spots, grocery store

handouts and Valpack coupons
that come in the mail. We also use

in-store promotions to gain repeat
customers with incentives like
referral coupons; we send mailers
to our current customers .•

Nicki Carlson is a free-lance writer

living in Austin, Texas.



Capacity

WhyGE
Laundry?

Because GE Delivers To The Rental Purchase Industry:
The Largest Capacity Pair in the World!

Washers
• These washers are Super 32 (3.2 cu. ft.).
• 1-1/2 foot opening for those extra-large loads.

Dryers
• Extra-large opening for easy loading

and unloading.
• 7.0 cubic foot drum for maximum capacity.

Long Lasting Reliability!
Washers
• Innovative design with 40% fewer parts and

31 % less weight
• PermaTuf II'" Basket 20 year limited warranty.
• Auto Balanced Suspension System.

Dryers with Reversible Doors
• The DuraDrum'" provides long lasting

durability.

Distribution Anywhere in the Contiguous U.S.!

• Our flexible nationwide distribution system
and availability is designed to deliver your
appliances within 2 to 5 working days.

• We can track the delivery and check on its

progress and confirm the arrival date.

Our Service is Outstanding!
• The 100% fron t serviceable laundry pair

offers exceptional accessibility.
• We offer consumer information services,

24 hours a day, 365 days a year. Simply call
1.800.GE.CARES.

• For more information on our complete
product line and programs, please call
Paula Allison at 1.800.782.8093 or

Paul Eichberger at 1.800.782.8097.

things to

Dependability

Logistics

Service
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Advanced Video Imaging™
Z-Trak™Trackball Remote Control

Advanced Performance Flat Screen
Picture Tube

Seq Front Surround Sound

New Surf's Up™ Favorite Channel Selection

New Icon Based
Trilingual On-Screen Display

New SoundRite™ Volume Control

Parental Channel Control

Sleep Timer

Whether your customers want a 19" tabletop TV,
a 52" projection model, or an easily programmable VCR, there's a

Zenith to suit their needs. They'll find cutting edge
performance and viewer-friendly technology in everything we

make. And you'll find sizes, styles, finishes and features to

satisfy your customers .. .whatever they're looking for.

When

You Rent,
Rent

The Best!

The Quality Goes In Before The Name Goes on._PNI'H®
"" """"".O;;"_"l'I(�'III'"�:
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Contact Norm Smith, Zenith Electronics Corporation,
1000 Milwaukee Avenue, Glenview, IL 60025 (847)391-8231.

© 1996 Zenith Electronics Corporation. R9607- 4
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