Consumer Rentals 
ReadyGetSet Report

Ok, here's how consumer rental shops operate.

They stock items that people only need once in a while, like tuxedos and costumes, power tools, party equipment, and electronics, and rent them out for a few days at a time. Some also sell items.

The typical shop has less than $1 million of annual revenue and fewer than 10 employees. Shops that rent clothes are smaller, those that rent equipment are bigger.

Deciding which items to stock and how many of them, is the most important activity. Inventories need to be large enough to handle peak demand, but many items are expensive to stock. 

Because rented items wear out or become obsolete, they have to be replaced. Depending on the products, shops may replace half their inventory every year.

Computer systems are used to keep track of inventory and rented items, and to book rentals. Some shops have web sites that allow on-line rental.

Here are some strategic things you should know.

Shops may be franchise operations of large chains like Taylor Rental. Although chain stores stock some of the same items, inventories are adapted to each location. It's easier for chains to test new items.

Demand for some items, like tuxedos and construction tools, is highly seasonal. Shops often stock up just before the seasonal demand, and sell off a portion of the inventory right afterward.

The video rental business has changed rapidly, as Netflix, iTunes, and cable on-demand services have eaten into store revenues. Some stores survive by stocking titles that are hard to find.

The rental business is very sensitive to the economy. Many of the items in stock are for partying, entertainment or home improvement, all of which decline when money is tight.

Here are some good talking points.

What are the most popular items they stock? What's the average rental time? How many times is an item rented per month?

How predictable is demand for individual items?

How much does their inventory change throughout the year?

How often do they replace wornout items? 

How often do they test new items?

How much were they affected by the recession?

And finally, how do they see their business changing in the future?

Now, you're ready.

