


Abstract
Through stories, interviews with management, pictures, and extensive financial records, my research, to date, narrates the workings of a rent-to-own (RTO) firm in Boise, Idaho, where I worked and collected data for nearly three years. RTOs are companies that offer higher-end electronics, appliances, and furniture to customers on a contract where the consumer receives the product immediately and pays a (usually highly marked-up) price over time by making small weekly or monthly payments.  Using this information, I explained how RTOs target low wage workers and the disabled with high-interest contracts, overextended their credit, piled on fees, and delivered unsustainable debt that often created a rent-confiscation cycle. 
Interestingly, while predatory lending practices have long been studied by scholars from various fields, very little work has focused on the rent-to-own industry, which may have unique differences from payday lending and other similar businesses. Although I have completed extensive fieldwork and even published the findings, missing from my previous work is the voice of the customers. I argue the RTO industry makes money primarily through what sociologists Louise Seamster and Raphaël Charron-Chénier call "predatory inclusion." Primarily associated with loans for education and homes, predatory inclusion is when marginalized people are allowed access to goods, services, and opportunities generally associated with the middle-class. But the benefits of that access are significantly undermined by the unequal conditions of repayment. Recently, sociologist Charron-Chénier has also extended predatory inclusion to include the unequal racial disparities present in payday loans. As far as I know, I am the only sociologist currently looking at RTOs as a case of predatory inclusion. 
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Chapter 1
Introduction
Rent-to-Own in Idaho
Through stories, interviews with management, pictures, and extensive financial records, my research, to date, narrates the workings of a rent-to-own (RTO) firm in Boise, Idaho, where I worked and collected data for nearly three years. RTOs are companies that offer higher-end electronics, appliances, and furniture to customers on a contract where the consumer receives the product immediately and pays a (usually highly marked-up) price over time by making small weekly or monthly payments.  Using this information, I explained how RTOs target low wage workers and the disabled with high-interest contracts, overextended their credit, piled on fees, and delivered unsustainable debt that often created a rent-confiscation cycle. In the thirty-five months of collecting and analyzing ethnographic data, I have been able to elucidate the complicated and intimate processes that contribute to the perpetuation of poverty through the RTO industry (Cates 2019).
 My research currently explains that household goods not only come with a much higher price tag for the poorest poor, but also, through the RTO industry, the meager income of the poor is extracted to provide wealth in more affluent areas. By offering free delivery, free installation, no credit check, and low (or no) upfront costs, high-interest payment plans become attractive to financially distressed consumers and those with disabilities who lack the means to transport and install their furniture and appliances. In-store sales practices actively focus on the most vulnerable people (e.g., management actively tells people to go elsewhere if they can afford to). Furthermore, the financial data I have gathered details a rent-confiscation cycle that contributes to the cycle of poverty in my community (Cates 2021).
We live in an aspirational society where we are told that a set of consumer goods and access to the institutions required to get them are the well-earned spoils of hardworking people. This image often does not align with a reality where real wages have not increased for many in decades, a great deal of whom work full-time jobs for 40 or more hours a week. Consequently, going into debt has become a part of the "American Dream," with 80% of all Americans today having some form of debt (Pew 2015). Deregulatory policies gradually implemented in the financial sector since the 1970s have enabled this enormous growth in consumer debt (Antill et al. 2014), which today totals over 14 trillion dollars, higher than before the 2008 financial collapse (Catanzaro 2020). During this same historical period between the 1970s to the present, the rise of businesses that utilize high-interest contracts in the United States like rent-to-own (RTO), payday loans, title loans, used car dealers, and subprime mortgage lenders, have grown in striking congruence with wage suppression and the unprecedented rise of consumer debt (Hudson 1996; Hudson 2015). 
Predatory Inclusion in RTO 
Interestingly, while predatory lending practices have long been studied by scholars from various fields (Carr & Kolluri 2001; Hill & Kozup 2007; Rivlin 2010; Sarra & Wade 2020), very little work has focused on the rent-to-own industry, which may have unique differences from payday lending and other similar businesses. Although I have completed extensive fieldwork and even published the findings, missing from my previous work is the voice of the customers. It is easy to assume that the RTO industry preys on poorly educated or less financially literate people who cannot understand the inflated prices, but as my previous research shows the situation is much more complicated. I argue the RTO industry makes money primarily through what sociologists Louise Seamster and Raphaël Charron-Chénier call "predatory inclusion." Primarily associated with loans for education and homes, predatory inclusion is when marginalized people are allowed access to goods, services, and opportunities generally associated with the middle-class. But the benefits of that access are significantly undermined by the unequal conditions of repayment (Seamster & Charron-Chénier 2018). Recently, sociologist Charron-Chénier has also extended predatory inclusion to include the unequal racial disparities present in payday loans (Charron-Chénier 2020). As far as I know, I am the only sociologist currently looking at RTOs as a case of predatory inclusion.
The case of rent-to-own shows that predatory inclusion extends beyond payday loans and other money lending instruments that promise inclusion through upward mobility. With its small ticket items and easy credit, rent-to-own shows that even the most modest daily life exclusions provide additional opportunities for predatory inclusion. My previous case study of an RTO industry in Idaho, combined with updated qualitative interviews with customers, will provide the empirical basis for developing predatory inclusion theory to include RTO. Furthermore, I will also use a historical process-tracing method inspired by political economist Tulia Falletti (2016) to abductively expand predatory inclusion theory by showing how the financial sector's growing reliance on credit scoring technology and the continued wage suppression in the US supports RTO's rapid growth, especially since the 1990s. 
Consumer Culture and Predatory Inclusion
[bookmark: _Hlk56418576]I hypothesize the embeddedness of consumer culture in the US helps convince the working poor to sign usurious contracts from RTO stores, rather than utilize less expensive methods for acquiring common household goods. Interviewing customers could provide insight into how "consumer culture"-defined as a socially constructed conflation between expressing oneself authentically and the purchase of commodities in the market (Campbell 1987)- plays into the effectiveness of predatory inclusion in the RTO industry. For example, televisions are the second-best source of rental profits for the RTO store I studied. They are commonly marked at 800% above the retail price, and televisions alone accounted for nearly $15,000 in monthly revenue. Today, the average American watches about 270 minutes of T.V. a day (Statista 2018), with a growing percentage of that time dedicated to viewing advertisements trying to persuade customers to buy products and services (Flint 2014; Hariharan et al. 2015; Saxon 2017; van Reijmersdal et al. 2017). In 2017, corporations spent almost 200 billion dollars selling the virtues of continually buying, encouraging demand for goods among everyone, including the 40.6 million Americans living in poverty (Statista 2017). My research will explore how our technologically driven consumer culture creates fertile conditions for predatory inclusion and the role it may play in creating a profitable RTO business. RTO businesses may be producing and capitalizing on manufactured demand, especially for high-end electronic consumer goods that people arguably do not need. 
RTO as Lender of Last Resort
A recent study of the RTO industry argues that this kind of subprime lending business model should not be looked at the same as other usurious models like payday loans, check cashing firms, and pawn shops. Their analysis asserts that even though there is a high rate of returned merchandise, they "may be the only feasible way of acquisition" for common household goods that financially distressed populations need and want to consume (Jaggia et al. 2019, p. 1054). My research will interrogate this assertion by examining the empirical evidence obtained from qualitative interviews with customers. On the surface, it appears that the RTO industry supports a narrative that they are providing a needed service to the poor, while redirecting attention from many different local alternatives like secondhand stores and layaway programs that could provide similar consumer products, with delivery and installation, at a fraction of the RTO price. However, why are secondhand stores, consignment businesses, and not-for-profit resale stores not considered viable alternatives to RTO in the academic literature or in practice? No up-to-date academic literature exists directly asking customers whether they feel RTO is a lender of last resort and why secondhand stores or layaway were not used instead.   
According to the Department of Commerce, there are over 25,000 secondhand stores in the United States that generate over $17 billion annually selling items including furniture, appliances, and electronics (U.S. Census 2018). According to the Association of Progressive Rental Organizations (APRO), an RTO industry trade group, over 70% of all merchandise obtained by customer’s at RTOs is either furniture (mostly couches) or electronics (mostly televisions), with less than 20% of purchases for appliances (APRO 2020). Secondhand, consignment and Not-for-Profit resale stores (and some big-box retailers offering layaway programs) provide similar consumer products at retail cost (or less), which are a fraction of the price offered at RTO stores. Of course, some would argue that buying cast-off goods at secondhand stores and the like is quite different from buying products new. True, but while the market for used and new goods should be clearly delineated, RTO blurs the line between new and used. Much of the products acquired under RTO agreements are used goods that have been repossessed or returned (Cates 2021). 
The Risk With RTO
According to the theory of predatory inclusion, those who do not have the money (or the credit) to purchase at retail cost are frustrated by so many goods being just out of reach; RTOs and other subprime lenders that offer "easy" access to items that everyone is assumed to need can seem like salvation. Customers are told that if they have income, their credit does not matter. Moreover, customers are reassured that if they ultimately cannot pay, there are no negative consequences (except their inability to continue to use the item). 
However, this is only partially true. RTO businesses can have customers who fall behind on their payments and do not return the merchandise in a timely manner, charged in criminal court in most states, even if they later returned the merchandise (Highsmith & Saunders 2019). In my previous research working for the RTO industry, I delivered legal notices to customers for debts owed, even after repossession had occurred. In Idaho, as in many states, debt from previous unpaid weeks with the merchandise can be collected through the civil courts. This unpaid debt could result in customers having their wages garnished or jail time if they cannot pay.  
My work is also motivated by a two-decade-old study (Zikmund-Fischer and Parker 1999) based on interviews with RTO customers. The researchers determined that poor people purchased from RTO companies because they are risk-averse. Specifically, this study showed RTO customers as poor people who worried that they would not be able to make payments in the future, so they saw RTO as a place to make no-risk purchases. Furthermore, Zikmund-Fischer and Parker (1999) also found that RTO customers purchased on credit at usurious rates, rather than merely saving because they feared that having money in the bank would endanger their eligibility for housing or other benefit programs. However, this is an outdated finding that needs to be revisited. If customers are found to still be worried about losing access to benefits by saving for merchandise, as opposed to using a high-interest RTO contract, this would reveal a mechanism of predatory inclusion that funnels poorer customers into high interest contracts by discouraging saving. Furthermore, if customers still view RTO as a place to make a no risk purchase, this could also reveal how RTO is an additional form of predatory inclusion due to the tremendous financial cost and possible legal difficulties to the customer (especially for the poorest customers) the longer it takes them to fulfill the contract. 
Why Does This Matter?
The insights revealed through qualitative interviews with customers could benefit consumer credit counselors and others dealing with the fall-out of excessive debt. My work could also help clarify why high-interest contracts become attractive to low-income customers as wage suppression persists and the financial sector's dominance over the US economy increases. These findings would provide more meaningful information to policymakers charged with regulating lenders of all kinds and establishing the federal minimum wage. In addition, as a graduate student at the University of Tennessee, Knoxville (UTK) I benefit from my association with the Center for the Study of Social Justice, which will allow me to disseminate my findings to a more general audience and provide links where I can promote my work through social media. Moreover, I have considerable experience creating educational YouTube videos, where a broad, general audience can be reached.  









Chapter 2 
Methods
Interviewing Customers of RTO
Twenty-two customers were solicited electronically using email addresses that they previously provided me with from my prior IRB approved and published field research (Cates 2019). However, since Covid-19 has created a unique set of ethical problems associated with qualitative interviews, all the interviews were performed, and audio recorded via phone call. After the initial email response back by the customer, I emailed back the IRB approved informed consent form and ask them to verbally state if they agree to the terms at the beginning of our scheduled phone interview. The electronic waiver form explicitly stated they did not have to answer any question they were not comfortable answering. This approach reduced the possibility of emotionally upsetting the participants by giving them control over their participation. I also verbally reminded all willing participants throughout the interview process that their responses were voluntary, and their identities will be confidential. Additionally, I solicited additional customers by giving my contact information to participants for snowball sampling. After the interview was over, all email responses and contact information was erased.
 Nineteen interviews have been completed. All interviews were transcribed by the automated service Temi and prepared for coding by me. I changed all participants names in the transcriptions to pseudonyms to protect confidentiality. The initial coding and analysis of qualitative data was performed with the computer software QDA Miner. QDA Miner is a well-regarded software specially designed for the kinds of analysis and coding needed for the qualitative data I have gathered. After significant transcribing and coding has been accomplished, I will seek additional guidance from my faculty committee members for analysis.
Uncovering a Consumerist Ideology
A crucial step of my research design was to create an in-depth qualitative interview guide. Much previous research on RTOs assumes their customers are “rational” economic actors, and therefore it is not necessary to ask them in-depth, open-ended questions about their motives (Jaggia et al. 2019; Anderson 2014). However, uncovering whether a consumerist ideology by RTO customers shapes their consumption habits, especially when faced with insecurities in their financial and personal lives, would significantly challenge the assumption made by previous researchers in a novel way. I will utilize the qualitative methodology and theoretical framework influenced by Pugh (2013). Pugh has established a theoretical framework and interview methodology already shown to uncover how consumer culture influences people to adopt a "consumerist ideology" based on individual choice, authenticity, and replaceability. Fundamental features of a consumerist ideology are feelings of social inferiority and status anxiety that are relieved through the purchase of commodities (Schor 1998; De Botton 2004). Previous research has well established how consumer culture legitimizes and reinforces itself by promising to solve various social anxieties through the purchase of commodities (Hochschild 2003; Gabriel 2004; Williams 2006; Willis & Schor 2012). If I uncover a consumerist ideology in RTO customers, this will allow me to reveal how consumer culture influences what customers value, how they express themselves through commodity purchases, and how this translates into another mechanism of predatory inclusion. 
Historical Process Tracing
This qualitative approach inspired by Pugh will be complimented with chronologically detailing how the ascendency of the financial sector and wage suppression since the 1970s supports the rapid growth of the RTO industry, especially since the 1990s. I will use a historical process tracing method to sequence how the financial sector's growing reliance on the statistical technology of credit scores and the continued wage suppression in the US supports RTO's growth by making high-interest contracts enticing to low wage workers and those with a poor or no credit score. The causal mechanisms revealed through chronological process tracing will provide the foundations for further developing predatory inclusion theory concerning RTOs.
Process tracing is described as "an analytic tool for drawing descriptive and causal inferences from diagnostic pieces of evidence—often understood as part of a temporal sequence of events or phenomena" (Collier 2011, p. 824). However, to build upon predatory inclusion theory explaining how RTO's have flourished because of changes in the financial sector and wage suppression, I will draw upon the work of political economist Tulia Falletti.
[bookmark: _Hlk57762742]Faletti argues that an "intensive" inductive process-tracing method, combined with an "extensive" deductive process tracing method, is best suited for abductively developing a theory by linking sequential historical events with their mediating causal mechanisms (Falletti 2016). Falletti contends that intensive process tracing exposes causal mechanisms best by sequentially detailing the events between cause and effect. According to Faletti, intensive process tracing should clearly describe interceding relationships between a recognized cause and the outcome of interest but do not include the triggering cause or outcome. As Falleti explains, 
"the extensive and intensive terminology refers exclusively to whether the originating cause and the final effect are included as part of the process to be traced. The distinction does not refer to issues of complex causality, which might characterize both types of processes…In intensive processes, the causal mechanisms connecting the events of the sequence or underlying process explain the how of causation… extensive process is more likely to be used to test hypotheses or theories… intensive processes is more likely to inductively generate theory" (Falletti 2016, p. 459). 
Moreover, intensive process tracing requires what Falleti refers to as a "backward-looking" approach to exposing causal mechanisms. As Falletti further explicates, a researcher adopting an intensive process-tracing method "moves backward from the effect to the cause, and then, I add, zooms in the temporal and causal analysis of the mediating and transformative intensive process that accounts for the effect" (Falletti 2016, p. 459).
In contrast, extensive process tracing focuses on specific causal variables that intervene and lead to a specific outcome or effect in the future, not how they come about. Falletti illuminates that "Extensive processes are those that connect cause an outcome through one or more intervening variables. The process tracing starts with the cause and moves toward the outcome, while looking (or testing) for the (hypothesized) intervening steps" (Falletti 2016, p. 458). Falletti argues this "forward-looking" extensive process tracing approach reduces complex social and political processes to single intervening causal variables meant to predict a specific outcome, instead of describing all the sequential events that created the variable.   
I will use an extensive process tracing method to first pinpoint specific causal mechanisms and then use an intensive process tracing method to “zoom in” and describe the sequential historical events that enabled the rise of the RTO industry. I contend the financial sector's growing reliance on credit scoring technology and wage suppression from the 1970s to the present supports the rapid growth of the RTO industry since the 1990s. These historical sequences will be compared with the empirical data from my ethnographic research in Idaho at an RTO store. According to Falletti, combining intensive process tracing with extensive process tracing is best suited to explain how historical sequences produce a causative effect, thus best suited to develop theory abductively (Falletti & Lynch 2008). As maintained by Falletti, "the greatest potential and comparative advantage of process tracing as a social science method lies in the analysis of intensive processes in order to uncover causal mechanisms" (Falletti 2016, p. 460). Therefore, this historical process tracing approach that includes both inclusive and extensive methods, will provide the insights needed to abductively develop predatory inclusion theory to better understand how RTOs have grown in congruence with the history of wage suppression and the eventual hegemony of credit scoring in the US economy.














Chapter 3
Literature Review and Historical Background
The RTO Industry Today
[bookmark: _Hlk56415208][bookmark: _Hlk56415779][bookmark: _Hlk56415831]Rent-to-own (RTO) businesses are touted to provide customers with bad or no credit and who cannot afford a consumer good at retail prices, such as a bed, couch, appliance, or a television, access to these goods for a small down payment with delivery and installation included. The customer then pays weekly, biweekly, or monthly payments on the good until it is paid for with interest. Today, RTOs have grown into an industry that now consists of over 9,200 stores in North America that cumulatively generate over 8.5 billion dollars annually (APRO 2020). Possibly the most striking feature of the RTO industry is the actual cost to the customer if they fulfill a contract. Previous work done has shown that, on average, most goods purchased through the RTO contract are upward of 200% interest annually (Zikmund-Fisher & Parker, 1999; Anderson & Jaggia, 2009). This high annual interest rate is often expressed throughout the literature as the annual percentage rate (APR). However, this high APR is an outdated percentage because it comes from transaction data gathered from 100 stores in 46 states between 1991-2001. To date, there is no peer-reviewed literature investigating whether this APR rate is still at the same level or has changed nationwide.
[bookmark: _Hlk56415884][bookmark: _Hlk56416037] In my ethnographic research working for an RTO business in Idaho between 2016-2019, I found the APR is much higher than previous literature states and regularly averages between 300-400% (Cates 2019). Often the critics of this kind of high APR claim these charges are disguised to coerce an assumedly less educated and poor population into an exploitive contract (Lewis 2001). Contrastingly, proponents of the RTO industry claim that customers are instead rational economic actors and, therefore, could not be coerced into an exploitive financial contract (Anderson & Jackson 2001). A significant amount of the literature is sympathetic to the latter position, with a heavy reliance on a novel (yet outdated) survey done between 1998 and 1999 by the Federal Trade Commission about the RTO industry. This survey included 12,000 randomly selected U.S. households, in which 532 rent-to-own customers were identified and interviewed about their experience with RTO transactions. The findings claim that 75% of respondents were satisfied with their experience and that most of their customers ended up owning the merchandise (Lacko et. al. 2000). 
There is a consensus in the RTO literature that their business model heavily relies on targeting the "working poor," those with poor or no credit, and those who are experiencing significant financial precarity (McKernan et al. 2003; Kolodinsky et al. 2005; Anderson & Jaggia 2009; Anderson & Sibdari 2012). But there is staunch disagreement among scholars about the efficacy of RTOs. Much of the debate centers on whether they are usurious like check-cashing firms, payday loans, and pawn shops by offering access to goods to those who would presumably not be able to afford them otherwise (Hill et al. 1998; Stegman & Faris 2003; Highsmith & Saunders 2019). Or whether they are needed because they are the only feasible way for disadvantaged populations to obtain common household goods that they need and want to consume (Anderson & Jackson 2004; Anderson & Sibdari 2012; Jaggia et al. 2019). 
The Legal Rationale for RTO
The RTO industry has been plagued with lawsuits since its inception (Highsmith & Saunders 2019; Lewis 2001). By 2012, the large number of litigations had put into question the efficacy of RTOs and new regulations were imposed on the RTO industry. On June 29th, 2012, bill H.R. 1588 called the "Consumer Rental Agreement Act," was passed in congress and signed into law. Prior to the passing of the bill, RTO stores did not have to disclose the full price of an item if a customer fulfilled the contract to term. This bill federally mandated all RTO stores in the United States to fully disclosure the possible financial cost to customers utilizing RTO stores. Also, it forced all RTO businesses to describe the rental relationship as a lease, not a sales transaction, to reduce contentious litigations between parties regarding RTOs' business tactics pertaining to collections and repossessions. As the bill states, "H. R. 1588 will, for the first time, provide Federal consumer protections in the rent-to-own industry…they are lease transactions not sales transactions, and States will have the ability to regulate them accordingly if they choose to do so." (United States 2012, p. 11). Nonetheless, some stores, like the one I worked for, still advertise themselves as sales transactions by leaving “own” in their name. 
Nevertheless, this bill did not pass without a fight from RTO industry lobbyists and one US congressman. In the database titled "Digital Public Library of America," I found a transcript from a US government hearing before the Subcommittee on Financial Institutions and Consumer Credit of the Committee on Financial Services, U.S. House of Representatives dated July 26th, 2011 (United States 2011). In this document, the debates between RTO industry spokesman and congressional state representatives from various states are transcribed, and a proposal for bill H.R. 1588 was introduced by congress. RTO industry spokesman argued that any new regulatory disclosures about the total cost of products attained from RTOs would hurt "ma and pa" businesses and ultimately result in a "loss of jobs." 
However, state legislatures argued that new laws mandating full price disclosures would increase business sales and job growth in the RTO industry because it would better legitimize its business practices to the community. The transcript gives me tremendous insight into how policymakers and RTO industry leaders both myopically view these businesses as "necessary." Specifically, they both agree RTOs provide poor people with commodities they are presumed to "need" and that they presumably could not attain in any other way. An RTO industry spokesman at the hearing even stated that RTO businesses epitomize the importance of small businesses and that RTOs are "part of the economic backbone our Nation" (p.6). Both sides narrowly focused on how the existence of RTOs positively affected job growth, and neither side addressed the efficacy of high-interest contracts in the first place. Instead, they suggested that the high-interest contracts were not an issue if customers knew precisely how bad they were. Moreover, both sides assumed that RTO customers would act rationally if given all the facts. The hearing concluded with a near unanimous agreement (a congressman from Tennessee was the only exception) that the Consumer Rental Agreement Act was needed to ensure "transparency" in RTO contracts and to stop the increase in contentious litigations across the U.S. No new legislature regarding the efficacy of RTOs has been presented in Congress since bill H.R. 1588 was signed into law in 2012. 
The Slow, Then Rapid Rise of RTO
Although much literature begins the history of RTOs in the 1960s (sources), RTOs rather have their historical roots that date back to the 1950s. However, they did not become popular nationwide in the US until the 1990s (Pederson 2002). The RTO industry is highly fragmented, nonetheless is currently dominated by two major corporate franchises, Aaron's Rents and Rent-A-Center. Currently, both corporate franchises make up a large majority share of the RTO market (Boyd 2014). Aaron's and Rent-A-Center were founded by the two most influential figures in RTO history and are accredited with leading the way to the now multi-billion-dollar industry. 
For example, the founder of Aaron's Rents, Charles Loudermilk, started renting out excess chairs in his Army surplus store for ten cents a day in the early 1950s. This rental tactic's popularity is said to have inspired Loudermilk to create his first Aaron's Rents store in Atlanta, Georgia, in 1955, focused mostly on renting medical equipment and party supplies (Aaron's 2020). Although Loudermilk's rental scheme quickly gained local popularity in Atlanta, it spread relatively slowly on a national scale and the option to buy was only available for a few select items for decades. It would not be until 1982 that Aaron's Rents would adopt the rent-to-own model for wide variety of household items. By the 1990’s, Aaron’s Rents became a publicly traded company that would eventually progress into a franchise corporation that now generates nearly $4 billion in annual revenue, seeing its highest profits in 2020 (Statista 2020). 
However, according to Jay Pederson, in volume 45 of the International Directory of Company Histories, the most influential figure in RTO history is J. Ernest Talley (Pederson 2002). As Pederson explains, in the 1950s, Talley was a small business owner running an appliance store in Wichita, Kansas. Talley's business became threatened by local banks tightening access to credit, limiting his ability to sell merchandise to cash-strapped customers. Pederson asserts this inspired Talley to begin renting appliances to customers with the option to buy if they made all the payments. This way, if a customer could not complete all the payments, Talley could repossess the merchandise and re-rent it to someone else for continued profits. 
This profiteering scheme (that would later epitomize how all RTO stores operate) saved Talley's business from insolvency and, by 1963, led to him creating a chain of RTO stores called Mr. T's. According to Pederson, Tally's Mr. T's chain of RTO stores grew to 14 stores by 1974. Nevertheless, despite Tally's relative success, RTO remained a struggling fringe industry, and before 1975 Tally sold ownership of Mr. T's to focus on real estate in the Dallas, Texas area. 
After a real estate market crash in Texas during the 80s, Pederson details how Tally returned to the RTO industry in 1987 and began buying up struggling RTO chains. As Pederson explains, many RTOs in the late 1980s were "hurt in large part by a strong economy that made rent-to-own a less attractive option" (Pederson 2002, p.367). By 1993 Talley expanded his market share by acquiring over 100 RTO stores under the name Renters Choice. This early investment in the RTO industry proved to eventually be a profitable endeavor for Tally. According to Pederson, the period between 1991 and 1994 is when RTO began to accelerate its reach in the US. As Pederson states, "[annual] Revenues that stood at $15.8 million in 1991 would soar to $74.4 million in 1994" (Pederson 2010, p. 366). 
A key causal mechanism Pederson highlights for Tally's notable success in establishing the RTO industry is what he calls "the Talley turnaround procedure" (Pederson 2010, p. 366). As Pederson explains, 
"Talley paid higher wages than his competitors, both for store clerks and managers. The company also attempted to weed out management trainees that harbored repressed hostilities or forced their personal philosophy on others…Behind this effort was an understanding that many customers turned to rent-to-own stores because they could not afford the outright purchase of a luxury item, like a big-screen TV, or had poor credit because of frequent job changes, and they would not respond well to employees who appeared to be judgmental. Because customers came into the store on a weekly basis to make their payments, it was inevitable that managers would develop some kind of personal relationships with them. Talley preferred that those relationships be positive, especially since it led to repeat business. Managers were granted considerable latitude on deciding if a customer was worth the risk, but at the same time, computer programming allowed the main office to monitor rental payments on a nightly basis. Accounts even a day late would be questioned. In short, Renters Choice developed a tightly run organization that gave it an edge in a highly fragmented industry. Of the approximately 8,000 competing establishments [in 2001], many were small, poorly run operations ripe for acquisition and the Talley turnaround procedure" (Pederson 2002, p.366).
The Tally turnaround procedure that focuses on competitive wages for employees, friendly customer service, offering "luxury" items to financially struggling customers, and adopting computerized accounting methods to quickly and accurately show who is late on their payments, is that standard operating model adopted by most RTOs (including Aaron's Rents) today. Pederson clarifies the Tally turnaround procedure is necessary, but by itself an insufficient causal mechanism explaining how RTOs have become the nationwide multi-billion-dollar industry it is today.
Another crucial causal mechanism why RTOs has grown into a multi-billion-dollar industry all across the United States, as exposed by Pederson, was the continued acquisition of struggling RTO businesses by Tally. In the late 1990s, Pederson exposes how many RTO businesses began struggling large in part because many were facing multiple litigations for undisclosed interest rates. Pederson further explicates how Tally used the profits derived from his turnaround procedure to acquire an additional 1400 struggling RTO stores in 1999 using the name Rent-A-Center. After this acquisition, Tally adopted the Rent-A-Center name and implemented his turnaround procedure into all his RTO stores. The Tally turnaround procedure combined with Tally's relentless acquisition of struggling RTO businesses helped spread RTOs across the United States, and by the year 2000, there were about 8000 RTO stores nationwide (APRO 2020, p.5). 
However, Pederson points out that Tally still needed an additional tactic besides his turnaround procedure and the acquisition of more stores to keep RTO's profits growing. Consequently, Tally began a new advertising campaign directed at increasing television commercials to expand his market share. So, in 1999 Tally signed the hall of fame football coach and television football analyst John Madden to serve as the public face of Rent-A-Center, which proved to be another very profitable decision for Tally. As Pederson reveals, this new advertising campaign, which heavily promoted getting big screen T.V.’s and luxury furniture for “the Big Game”, was the additional causal mechanism that helped boost Rent-A-Center into becoming the first RTO company to generate over a billion dollars in annual revenue by 2000. 
The Hegemony of the Credit Score
The APR percentage rate an individual pays on goods and services is often due to their credit score and is a prominent causal mechanism in determining who views RTOs as a tempting option for common household goods and who does not. The concept of credit scores started in 1956 when engineer Bill Fair teamed up with mathematician Earl Isaac intending to create a standardized, impartial credit scoring system to reduce discriminatory lending practices and make credit more widely available (Brown 2019). Before the creation of credit scoring technology, banks offered credit on a more subjective basis and were susceptible to the prejudices of individual bankers (Lewis 1992). The introduction of the credit card in the 1960s enhanced credit scoring technologies' usefulness by reducing default rates by 50% by those banks that adopted the credit scoring system (Thomas 2000). However, it was not until the passage of the Equal Credit Opportunity Act of 1974 and its amendment in 1976 that credit scoring was adopted on a large scale by all US lending institutions, not just banks (Act 2018, p.129-130).
 By 1989 this led to the creation of a data analytics company called Fair, Isaac, and Company, otherwise known as FICO, that developed the most well-regarded system for scoring an individual's creditworthiness (Lewis 1992). This same year, three national credit reporting agencies (Equifax, Experian, and TransUnion) were established to report an individual's creditworthiness based on the FICO score (Brown 2019). The FICO Score ranges roughly between 300 being the lowest and 850 being the highest (USAGov 2020). All major lending institutions now use the FICO score determined by the three major credit reporting agencies to establish what interest rate to apply to all credit types or if an individual is "worthy" of any credit. This is despite the fact that a recent study by the Federal Trade Commission found that of the 1,001 participants who reviewed 2,968 credit reports, 1 in 4 found errors in their credit scores (Federal 2019). This rate of error is troubling since not only does an individual's credit score often determine how much someone pays for a good or service, but it can also affect one's ability to obtain adequate employment. For instance, almost half (47%) of employers surveyed in 2012 conducted credit checks on job candidates to determine their employability (Shrm 2017). 
In many ways, the United States is divided into two different economies, one for those who have access to credit and one for those who do not. For example, someone with an excellent credit score (720 and above) can expect about a 13% annual interest rate on a credit card, often with introductory periods of little to no interest (McCann 2020). However, those with a subprime credit score (between 620 and 560) can see an annual interest rate on a credit card nearly triple that amount (Fernando 2020). In the US, 51% of all credit users fall into this "subprime" category (Federal 2020). 
Nevertheless, RTOs do not target those who have the money to purchase at retail price or those with access to a credit card, even one with a high annual APR of around 30%. Instead, RTOs target and lure those with low wages who cannot get a credit card because of a very poor FICO score (560 or below) or no FICO score at all. Today, about one in five adults have no credit history or credit score at all (Meni 2016). This amounts to roughly 45 million adults in the US who are either "credit invisible," meaning that they have no established credit history with any of the three major credit reporting agencies. Or they are "unscorable," meaning they lack a sufficient credit history to be given any credit score at all (Brevoort et al. 2015).

Targeting the Working Poor
Overwhelmingly, people using RTOs are low-income working mothers with children, according to statistics released by the Association of Progressive Rental Organizations (APRO 2020). Since it is well-established that the working poor is RTO's primary customers, the history of wage suppression in the US is an additional causal mechanism that helps explain how RTO has increased its attractiveness to poorer customers since the 1970s. Today, the real wages for most workers in the United States have hardly budged since the 1970s (Levy & Kochan 2012). If the minimum wage were to have kept pace with inflation since 1968, it would be around $12 an hour today, and if it were to have kept pace with production, it would be over $20 an hour (Baker 2020). Instead, it currently sits at $7.25 an hour and has not been increased since 2009. In the US today, about 1 in 4 working adults make less than $35,000 a year (Duffin 2020). Additionally, a recent survey (performed just prior to Covid-19) found that 40% of US citizens could not cover a $400 emergency payment (Stavins 2021). So, RTOs have a large pool of potential customers to entice and target for their high-interest contracts and RTOs are all too happy to take advantage of this highly precarious economic situation that affects tens of millions of US citizens.
Moreover, states with a large population of working poor people provide an ideal setting for RTO businesses. According to a collaborative study done by United Way called the ALICE project, working families in Idaho who are asset limited and income constrained have increased since the end of The Great Recession. Roughly one out of every three households in Idaho are either in poverty or struggle daily to pay their bills (United 2018). The most financially desperate people in this expanded population are the ones these RTO businesses openly target by offering "luxury" items with little to no upfront cost, "free services", and no obligation to complete a contract. (sections Consumer Culture and Predatory Inclusion forthcoming)
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