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            The Free Market 26, no. 9 (September 2006)
 
For lack of a better term I am dubbing it Woods’s Law: whenever the private sector introduces an innovation that makes the poor better off than they would have been without it, or that offers benefits or terms that no one else is prepared to offer them, someone—in the name of helping the poor—will call for curbing or abolishing it.
Consider the Brookings Institution—that scion of the “moderate” left. It released a report that condemned rent-to-own stores for allegedly preying upon the poor. Wire services and local media have followed up with other reports on industries that supposedly prey upon the poor (“preying upon” evidently meaning “offering a service no one else was providing”). Their usual trope is to denounce these stores for the allegedly exorbitant payment structures that they charge their customers.
These denunciations suffer from two major flaws. First, much of their anecdotal evidence points not so much to the wickedness of rent-to-own stores as to the silly and irresponsible spending patterns of people who should watch their money more responsibly—a character flaw for which these stores are not to blame. Second, they fail to acknowledge the indispensable service that these stores provide to poor people with bad credit histories who cannot acquire the substantial items they need on any terms anywhere else.
Rent-to-own stores work as follows. Customers can rent merchandise for the short term—as little as a week—or they can rent into the longer term by making monthly payments. Once a customer completes his contract with the store, which typically runs no longer than 24 months, and sometimes even 12, the merchandise becomes his. (He also has the option of buying the product for less at any time earlier in the contract.) Merchandise is delivered free within 24 hours, serviced for free while the customer is making payments, and is replaced if it should break.
The Buffalo News tells us the story of Nicole Hennegan, who bought a used 36” color television from a rent-to-own store. Her monthly payment was $80. After she missed her fourth payment, the television was repossessed. As if this weren’t unjust enough, had she continued to make the payments she would have wound up paying over $900 for a set that would have cost her $300 at a retail store.
Before getting into the economics of all of this, a good question might involve why the family needed a 36” color television when it was obviously so financially unstable, or why Ms. Hennegan was spending her limited income so irresponsibly.
When I was young, our TV couldn’t have been more than a 10” black-andwhite, and that was what we had until my family became financially stable enough that purchasing a larger one became a sensible decision. Any large electronics store today can furnish you with a good 13” color TV for less than one of the monthly payments Ms. Hennegan assumed for her much larger TV—a TV that, until about five to ten years ago, hardly anyone but the wealthy or the merely ostentatious would have owned.
Since self-described advocates for the poor typically treat them as helpless imbeciles incapable of making sensible decisions or doing just about anything, we have to pause to consider the litany of objections to my 13” television scenario. Now if these points seem patronizing or insulting—as indeed they should to any self-respecting poor person— bear in mind that it is the left-wing excuse factory, not me, that comes up with them.
1. Ms. Hennegan may not have had a large electronics store nearby.
2. She may also not have had a car, or any friends who had a car, or any friends who had a car and who knew how to get to an electronics store.
3. She couldn’t have used public transportation, though it is not exactly clear why not.
4. She couldn’t order the product online, since she lacked Internet access.
5. She knew no one who had Internet access that she could use for 10 minutes.
6. She was also unable to go to the public library, where Internet access is available for free. She could not use public transportation to get to the public library; see #3 above.
7. Even if she could have ordered the television online, she couldn’t have purchased the television because she lacks a credit card.
8. You don’t need a credit card to order merchandise from Amazon.com— just a checking account—but she couldn’t order the TV there because, well, she just couldn’t.
In spite of all this, Hennegan is portrayed in the story as a helpless victim rather than a responsible adult who made a stupid decision that is no one’s fault but her own.
Mary Hayward wanted to buy a dryer and a computer for her 17-year-old granddaughter, and agreed to a $184 monthly payment for both. Naturally, she will wind up paying much more for these items over time than she would have paid at a retail store had she had cash or modest credit. “It makes me feel sick,” she complained. “They’re terrible. They’re charging too much.”
A Best Buy circular that just came in the mail features a new $300 eMachines desktop with an Intel Celeron D processor 352, 256MB PC3200 DDR memory, 100GB of hard disk space and doublelayer DVD±RW/CD-RW drive—in other words, a stupefyingly more robust computer than anyone in the 1980s, when I was growing up, could possibly have imagined, much less owned. The $300 also includes a flat-panel monitor.
If you can afford rent-to-own payments, why not save up your money for a few months instead, and then buy a system like this? People got by just fine without computers for more than 99 percent of human history, so waiting 90 days to save up for one is unlikely to lead to anyone’s premature death. Is it really so unreasonable to expect adults to make simple decisions like this, or to demand that they make themselves at least minimally informed?
Thanks to rent-to-own stores, the poor are able to acquire household items that in some cases no one, rich or poor, could have had even a generation ago, and on terms that no one else is willing to extend to them. That must count for something, right?
“Activists” don’t see it that way. “You’re stuck paying $20 a week, and by the time you’re done paying for it, you’ve paid three times what it’s worth,” says East Side activist Michelle Johnson. “It’s robbery.” But that’s also true in a sense for 30-year mortgages: by the time I’m finished making the payments on my house, I have paid far more than the house is “worth.”
The point is that the house is “worth” more to me in the present than in the future. I suppose I could live in a hut somewhere while I save up the money to buy the house in cash, but it turns out I’m willing to pay extra—a lot extra— to live in a house right now rather than hut now, house later. That is also the logic of the rent-to-own store: being able to use the merchandise up front, without a credit check and without having to pay out a substantial lump of cash, is a valuable service for a great many people.
Alma Medina, for example, a 24- year-old single mother, bought two beds for her children from a rent-to-own store, paying $184 per month for them. If there were another place from which she could have purchased the beds she would presumably have done so. Unattractive as it seems to us, the rent-to-own store was her best option, her next-best option being to get them even more expensively or, perhaps, not to have any beds at all.
“Medina now owns her beds,” the Buffalo News tells us toward the end of the story. The reporters then add, without the slightest sense of irony, “Just over a month after she started paying, her children’s father used his tax refund to buy the beds from the rent-to-own.” Want to hold your breath with me while we wait for the Buffalo News’s indictment of the withholding tax as an injustice toward the poor?
There are a lot of companies that, understandably, hesitate to enter into credit exchanges with people who have a poor history of meeting their obligations. Rent-to-own stores are willing to lease merchandise to people who are obviously credit risks (or who wouldn’t be shopping there in the first place).
I like the way economist David Henderson puts it: you don’t help the poor by looking at their list of options and eliminating the one they actually chose.
Rent-to-own stores are guilty of making furniture and large appliances available to people without credit or substantial savings, and at a relatively low monthly cost. If government should punish the industry with price caps and other regulations (Brookings suggests that local governments use “licensing and zoning authority” to “crack down” on and “curb the development of these businesses”), marginal rent-to-own stores will simply close altogether and fewer will open in the first place.
Less and less will the poor be exploited by sinister appliance renters. Sure, they probably won’t be able to get the appliances, computers, or furniture they’d like any longer, but at least people like East Side activist Michelle Johnson can console themselves that justice has been done.


      



          

          All Rights Reserved ©

    

    
  



  



                  

                  
                            
  
    
      
    
    
  
  
    
      
      
      

  


  




        
  
    Subscribe to   Free Market

      
    
  
  
  


  

  



    

            




  


  
      
      Latest Articles

    

    
      
      
    
    
  
  
    
      
      
      
  
  
        
          The Tariff of Abominations and the Era of Good Stealings

    

    
      
  04/08/2024


        •
    
  Mises Wire

                                                                                                                                                                            •
        Thomas J. DiLorenzo
                                  


    
        Few Americans seem aware of the fact that it was the New England Federalists who plotted to secede from the union a half century before the 1860-61 secession of the Southern states. Their efforts...


    

  



  
  
        
          California’s Crony Capitalist Minimum Wage Law

    

    
      
  04/08/2024


        •
    
  Mises Wire

                                                                                                                                                                            •
        Benjamin Seevers
                                  


    
        On April 1, California raised the minimum wage for large fast food restaurant franchises to $20 an hour. This law will threaten seven hundred thousand jobs by destroying the state’s food franchising...


    

  



  
  
        
          Yes, We Still Need the First Amendment

    

    
      
  04/08/2024


        •
    
  Power & Market

                                                                                                                                                                            •
        Grace Walter
                                  


    
        Government censorship has shifted to the forefront of American conversation with the recent passing of H.R. 752, which would essentially ban TikTok; this development, which has passed the House and is...


    

  



  
  
        
          Banking's Unique Business Model, And  Why Capital is not a "Rainy Day Fund"

    

    
      
  04/08/2024


        •
    
  Mises Wire

                                                                                                                                                                            •
        Jane L. Johnson
                                  


    
        Banks are highly regulated businesses, as expected of entities to which we entrust our money, and from which we may expect to borrow someday to buy a home or start a business. Bankers interact with...


    

  



  
  
        
          The Rise of Populism Reflects the Decline in Individual Freedom

    

    
      
  04/08/2024


        •
    
  Mises Wire

                                                                                                                                                                            •
        Mihai Macovei
                                  


    
        So-called populist political parties and politicians gained considerable traction with Western voters in recent years, despite being dismissed in many cases as “a threat to democracy” and “extremists”...


    

  




    

            




    

  



  
      
      Meet the Writer

    

    
      
      
    
    
  
  
    
      
      
      


      
      
  
  
            


          
[image: Tom Woods 2012]



      



    

    
    
          Thomas E. Woods, Jr.

    

              
          Tom Woods, a senior fellow of the Mises Institute, is the author of a dozen books, most recently Real Dissent: A...


      

        



    
    
  
  
    
      
      
      
  
  
        
          The Great Gold Robbery of 1933

    

    
      
  11/24/2022


        •
    
  Mises Daily

                                                                                                                                                                            •
        Thomas E. Woods, Jr.
                                  


    
        It's been 75 years since the federal government, on the spurious grounds of fighting the Great Depression, ordered the confiscation of all monetary gold from Americans, permitting trivial amounts for ornamental or industrial use. From the point of view of the typical American classroom, on the other hand, the incident may as well not have occurred. A key piece of legislation in this story is the Emergency Banking Act of 1933, which Congress passed on March 9 without having read it and after almost no debate.


    

  



  
  
        
          Plunder or Enterprise: The World's Choice

    

    
      
  12/14/2021


        •
    
  Mises Daily

                                                                                                                                                                            •
        Thomas E. Woods, Jr.
                                  


    
        Although supporters of the market economy often have good reason for pessimism, it is important, especially in this age of globalization, not to lose sight of the genuine victories that the classical...


    

  




    

            





    

            




    

  




                                  
              

    

            
    
  
  
      
    
  
    
              
            Support Liberty

      

                    


  
            The Mises Institute exists solely on voluntary contributions from readers like you. Support our students and faculty in their work for Austrian economics, freedom, and peace.


      



                    Donate today
          


          
        
            


          
[image: Group photo of Mises staff and fellows]


      

      

      


  


  


    
          
          
  
    
      
        Browse Library
      

              
        	
        Who is Ludwig von Mises?
              
	
        What is the Austrian School of Economics?
              
	
        Quarterly Journal of Austrian Economics
              
	
        Journal of Libertarian Studies
              
	
        Mises Wire
              
	
        Human Action Podcast
              
	
        The Misesian
              


    


          

    
      
        About the Mises Institute
      

              
              	
        Fellowship in Residence
              
	
        What is the Mises Institute?
              
	
        Driving Directions to the Institute
              
	
        Become a Member
              
	
        Mises Events
              
	
        Mises Bookstore
              
	
        Faculty & Staff
              
	
        Finances and Board
              
	
        Subscribe to Email Lists
              
	
        Support Mises
              
	
        Privacy Statement
              
	
        Contact Us
              


  


          

    
      
  
    Contact Us
  

  
    Mises Institute
    518 West Magnolia Avenue
    Auburn, Alabama 36832-4501
  

  
    Phone: 334.321.2100
  

  
    Fax: 334.321.2119
  

  Email Us
  Join our Mailing List
  
    
      

  
    Mises Facebook
      
    
  


  

  
  
    Mises X
      
    
  


  

  
  
    Mises Instagram
      
    
  
  
  


  

  
  
    Mises itunes
      
    
  


  

  
  
    Mises Youtube
      
    
  
  


  

  
  
    Mises RSS feed
      
    
  
  
  


  

  



  




    

    
      

  
    Tu ne cede malis, sed contra audentior ito
  

  
    Website powered by Mises Institute donors
  

  
    [image: Rated 4 stars in Charity Navigator]
  
  
    Mises Institute is a tax-exempt 501(c)(3) nonprofit organization. Contributions are tax-deductible to the full extent the law allows. Tax ID# 52-1263436
  




    

  





      
    
    
  




  


    
    


  