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Renters Choice has built a great business
catering to lousy credit risks.

You want it,
you rent it

By Christine Foster

PAULETTE MITCHELL, who earns her
living as a home care nurse, dreamed
of owning a big-screen TV. But where
would she get $3,032 all at once?
Charge it to her credit card? Mitchell
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didn’t have one: After becoming
entangled in debt a couple of years
back, she’d sworn off credit cards.
Thanks to Renters Choice Inc. she
got her Tv anyway. Now ensconced

Hiring savvy managers who know how to spot bad rental risks.
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in her modest Dallas living room is a
52-inch RCA rear-projection set.
Every Tuesday she goes to a Renters
Choice store in a Dallas strip mall and
pays $40 cash, plus tax and insurance.
If she keeps this up, she’ll own the Tv
by August 1999. Her total price:
$6,065.10—an effective annual inter-
est rate of 55%.

Usury? Not to Mitchell, who earns
$30,000 a year. The extra cost
enables her to enjoy the set now, not
in the distant future. She’s paying
with money she would have dribbled
away. “I throw away money all the
time,” says Mitchell.

“In America we want it, and we
want it right now,” shrugs Renters.
Choice President Mark Speese, 39.
No big problem for solvent folks
with good credit, but
millions of Americans,
cither out of improvi-
dence or want, lack
ready cash or credit. So
they turn to providers
like Renters Choice for
a TV, a washer, a bed or
a living room set. Filling
this need has enabled
the Dallas, Tex.-based
firm to prosper. Its rev-
enues have risen from
$16 million in 1991 to
an estimated $233 mil-
lion for 1996. Net prof-
its have gone from $1.8
million in 1991 to an
expected $18 million,
or 72 cents a share,
for 1996.

Renters Choice has a
lot of competition from
around 8,000 similar
establishments. But its
1995 operating margin
of 15% is well above the
11% and 9% ecarned,
respectively, by  its
biggest competitors,
Rent-A-Center and
Aaron Rents. The pri-
mary key to the compa-
ny’s success is its extra-
ordinary ability to weed
out deadbeats. By defi-
nition most Renters
Choice customers are
high-risk. Some have
declared personal bank-
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ruptcy. Others have had their cars
repossessed and their credit cards
revoked. And vet the company’s
delinquent accounts are just 6.5% of
revenues, versus the industry average
of around 10%. Few customers disap-
pear; writeoffs for theft account for
just 2% of revenues.

How do you get workers to spot
deadbeats? Start by paying well.
Renters Choice salaries for store
clerks start at $10.50 an hour, well
above minimum wage. Base pay for
store managers starts at around
$31,000, but can reach $75,000.
Manager hopefuls take five-hour
exams that cover math and reading
comprehension skills, and personali-
ty traits. That final portion of the test
includes some 500 true/false state-
ments and yes-or-no questions such
as “No one seems to understand
me,” or “Do you love your mother?”

Pop psychology? Not to Joe
Arnette, the firm’s director of train-
ing. He believes these tests help pick
employees wisely by identifying
repressed hostilities or revealing a ten-
dency to impose one’s personal phi-
losophy on others. Since many of its
customers live nontraditional lives, the
last thing Renters Choice needs is a
store manager who chides a customer
for extravagance or job-hopping.

Kevin Wolfe is a 32-year-old Dallas
store manager for Renters Choice.
With only 400-odd customers, cach
of whom comes in to make payments
once a week, Wolfe gets to know his
clients well and understands their
problems. The relationship is impor-
tant. It breeds repeat business. An
ideal customer is one who pays off
the big-screen TV and then goes in
for, say, a new living room set.

Renters Choice doesn’t impose
rigid guidelines on its managers; it
gives them leeway in deciding whom
to trust and whom not to trust. Their
compensation depends heavily on the
soundness of those judgments. “The
question we ask ourselves is, ‘Can I
get my merchandise back?’” says
Wolfe. “Because if I lose five pieces,
it’s money out of my pocket.”

Besides, Big Brother is watching.
In-store computers that managers use
to track rentals feed information back
to headquarters each night, immedi-
ately highlighting accounts that are as
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little as one day late. Many mornings
Renters Choice’s Mark Speese can be
found making comments on the
inches-thick reports focusing on rev-
enues, inventory and delinquencies.
The brains behind it all is J. Ernest
Talley, 61, the chief executive of
Renters Choice. Back in the 1950s
Talley teamed up with a cousin to
run a retail appliance store. When
banks tightened credit, Talley came
up with the idea to rent items to
those who had no credit. Talley built
a 14-store rent-to-own chain, which
he sold in the late 1970s. He got
back into the rent-to-own business in
1986 by acquiring 18 stores. He built
that into a 114-store chain, which he
took public in January 1995, selling

Customer Paulette Mitchell
A big screen, but a big payout, too.
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34% for $22.5 million. About $18
million of that went to pay off all
debt, including a $6 million loan
Talley had made to the company. The
balance was used for acquisitions.

Since the public offering, Talley
has expanded to 423 company-
owned stores, mainly through acqui-
sitions. The company’s Nasdaq-
traded stock went from 10 to a high
of 28 last May before falling to a
recent 16%. Talley’s 26% share is now
worth some $94 million.

Talley has no shortage of emula-
tors. There are six publicly traded
rent-to-own chains, including one in
Canada, and other companies are
hankering to get in. Associates First

Capital Corp., the finance firm 80%-

owned by Ford Motor Co., is testing.
the rent-to-own concept with 19 new
RentMart stores in Texas. [
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