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Eighty-five percent of New York State’s industrial 
equipment rental industry consists of small 
business operators who have less than 20 

employees.1 The various types of equipment offered 
and the number of operators in the State, make New 
York’s rental landscape highly competitive. Among 
the variables that impact an operator’s profitability 
are (1) inventory availability; (2) superior financial 
and debt management; (3) ability to adopt to new 
technology; (4) superior after sales service; and (5) 
the ability to raise revenues from additional sources, 

1 IBISWORLD Industry Report, US53249 Industrial Equipment 
Rental and Leasing in the US, August 2018; and IBISWORLD 
Industry Report, NY53249 Industrial Equipment Rental & 
Leasing in New York 2017

such as sales of outdated or underused equipment.2 
On the national level, the industry is forecast to grow 
at an annualized rate of 2.3% over the next five years 
to 2023. Significantly, New York’s industry is expected 
to outpace the national industry and grow at an 
annualized rate of 5.8% within the same period.3 
Within this context, rental operators must think 
creatively about other ways to raise revenues while 
reducing costs. A commitment to build customer 
retention can increase revenues from existing and 
new customers alike. 

2 Id.
3 Id., IBISWORLD Industry Report, US53249; and Industry 

Report, NY53249

In New York State’s competitive 

market, industrial equipment rental 

operators compete heavily on price 

and local demand. This paper will 

discuss the industry’s outlook and 

will analyze how a small increase in 

your customer retention rate can 

substantially boost revenues, profits 

and growth. It will also provide criteria 

to implement a cost-effective process 

to increase customer retention.

The Challenge

Overview
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New York State’s  
Current Market

Although New York rental operators offer (for the 
most part) the same equipment as national operators, 
their profits are directly linked to localized demand.4 

Unique to New York’s market, is the 
demand from healthcare, entertainment 
and audiovisual industries. Collectively, 
these three industries constitute a larger 
share of revenues for New York operators 
than at the national level.5 

However, construction demand is the major source 
of growth for the industry as a whole, according to 
the American Rental Association.6 Consequently, 
a decrease in construction activity broadly affects 
operators’ profits on both the national and state 
levels.

4 IBISWORLD Industry Report, NY53249, p.7
5  Id.
6 According to the American Rental Association construction 

and industrial equipment rentals generate the highest profit 
margins in the industry.
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As mentioned above, over the next four years, New 
York’s equipment rental industry is expected to grow 
at an annualized rate of 5.8% (from $2.0 billion to $2.7 
billion).7 There are four key  economic drivers that will 
impact the industry’s growth.

Key Economic Drivers for 
New York State Operators
1.  Value of private non-residential construction 

2.  Manufacturing gross domestic product (GDP) 

3.  Total healthcare expenditures 

4.  Value of residential construction8 

Private Non-residential Construction 
New York’s residential construction is expected to 

decrease significantly over the next four years at an 
annualized rate of 8.4%. The good news is that ana-
lysts predict New York’s non-residential construction 

activity will increase at 
the rate of 7% per annum 
during the same time.9 It 
is expected that the val-
ue of the non-residential 
construction activity will 
outpace the losses from 
the decline in the residen-
tial sector. This trend will 
support a high demand 
for industrial equipment 
from the construction and 
manufacturing industries. 

7 IBISWORLD Industry Report, NY53249, pp. 4-5
8 Id.
9 Id., p.9
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Manufacturing Gross Domestic Product
New York State’s manufacturing industry accounts 

for 4.7% of the State’s total gross domestic product.10 
However, a national survey of manufacturers’ outlook 
at end of 2018  revealed that respondents anticipate 
production growth to decrease from 4.9% to 4.3% in 
the next 12 months.11 Among the concerns provided 
by industry participants were: “retaining a quality 
workforce, …increase in raw material costs, trade 
uncertainties, rising healthcare and insurance costs 
and transportation and logistics costs.”12 

10 Center for Manufacturing, Revised October 2018
11 NAM Manufacturers’ Outlook Survey, December 2018
12 Id., p. 6

Total Healthcare Expenditures
Both on the national and state level, demand 

from hospitals and healthcare providers contribute 
to an optimistic outlook for the industrial equipment 
rental industry as a whole. New York healthcare 
expenditures have grown twice as fast as the State’s 
GDP (gross domestic product).13 This rate is expected 
to increase healthcare expenditures at 3.9% per 
annum over the next four years. Medical devices 
and equipment are costly and become obsolete 
relatively quickly. The need for new technologies 
supports the robust demand for equipment rentals 
from this sector. 

13 IBISWORLD, NY- Health Expenditures, Business Environment 
Profiles, 2018
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Value of Residential Construction
Nationally, residential construction is expected 

to decrease by 2% in 2019.14 It is expected that 
construction of multifamily units will drop by 6%, and 
single-family homes construction will remain flat.15 
The 2017 tax law’s limitation on the mortgage interest 
deduction coupled with rising interest rates, reduce 
the benefits of home ownership and contribute to 
the forecast. New York State is expected to follow 
the national trend in residential construction starts. 
Analysts predict a significant decrease of 8.4% over 
the next four years. However, they note that “the 
actual value of new construction activity should still 
support a significant level of demand.”16 

New York State’s Competitive Landscape
New York rental operators compete primarily on 

price and the demand of their local markets. Since price 
competition often results in tight margins, operators 
compete for market share in locations with the highest 
demand. The physical location of rental operators 
is critical to their success. The largest percentage 

14 Dodge Data & Analytics, October 2018
15 Id.
16 IBISWORLD Industry Report, NY53249, p. 9

(45.9%) of operators are located in Northern New 
York, with 36.7% of operators serving the construction 
market and 41.2% of operators meeting demand of 
the healthcare sector. The Albany/Rochester regions, 
with 14%, represent the next largest concentration of 
operators. These rental operators primarily serve the 
construction industry. Not surprisingly, demand for 
entertainment and audiovisual equipment rentals is 
centered in the New York City region, where 11.5% of 
the total number of operators do business.17 

Compared to the national industry, New York 
state’s market earns significantly lower margins. 
This is due to (1) less demand for heavy construction 
equipment, and (2) the costs entailed in purchasing 
equipment which undergoes frequent technological 
upgrades, such as medical, theatrical and audiovisual. 
These types of equipment compel operators to make 
more purchases to keep up with customer demand.

The increase in revenues of the private non-
residential sector over the next four years, is expected 
to cause more rental operators to enter the New 
York industrial equipment market.18 

17 IBISWORLD Industry Report, NY53249 p. 16
18 Id., p. 9
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The National Players
United Rental Inc. 

On the national landscape, United Rental, Inc. and 
Sunbelt Rental, are the prominent players. Success 
strategies used by these two companies can prove 
just as valuable to the New York rental operator. 
United Rental (“UR”) is the largest national supplier 
of industrial and construction equipment rentals. In 
addition to its brand recognition, UR attributes its 
competitive advantage to “operating efficiencies” such 
as (a) its consolidated customer care center which 
provides a uniform handling of all customer service 
calls and “free[s] up …employee time”, as well as to 
(b) the “consolidation of common functions” to reduce 
costs, including, “risk management” and “credit and 
collections.”19 Moreover, UR’s proprietary customer 
software (“Total Control”) reflects its commitment 
to long-term customer relationships to ensure its 
continued success.20 

Sunbelt Rental Inc.
Sunbelt Rental, (“SR”) the American subsidiary of 

UK’s Ashtead Group, the second largest equipment 
rental company, is unique. It operates in a “clustered 
market” approach by “grouping large and small 
general tool and specialist rental locations” in each of 
its identified markets.21 SR credits its success on this 
approach and its long-term customer relationships. 
The company achieves customer engagement by 
ensuring customer equipment and servicing needs 
are met. For “major customers”, it assigns account 
managers to handle the customer relationships.22 
“We have worked with a lot of our customers for 
many years. Our customer retention is high due 
to the scale and quality of our fleet, our speed of 
response and our customer service.”23 

Where price competition and low market share are 
at play, a business priority must be cultivating long-
term customer relationships. Generating recurring 
revenue from loyal customers and reducing costs, 
are the keys to the New York operator’s success.

 

19 United Rental, Inc. 2017 Annual Report, at p. 13
20 Id., p.17
21 Ashtead Group, Sunbelt Rental USA, 2018 Annual Report, p. 29
22 Id., p. 70
23 Id., at pp. 18- 21

The Opportunity
Customer Loyalty 

Businesses that increase their customer retention 
rate by 5% can potentially increase their profits from 
25% to 100%.24 Companies focus on customer volume 
when analyzing profit margins for a specific period 
but often overlook calculating the loss rate of existing 
customers in the same period. For example, let’s 
assume two industry competitors grow at same rate 
of 10% per year. One company has a 95% customer 
retention rate, and the other only has a 90% retention 
rate. The competitor with the 95% retention rate will 
experience a net growth of 5%, while the second 
competitor’s 10% new customers will yield no net 
growth. The new customers simply replaced the 
loss of 10% of the company’s existing customers.25 
Marketing studies reveal that it costs twice as much to 
acquire new customers than to retain existing ones.26 
Consequently, the company with only 90% customer 
retention will not only fail to grow but may not see a 
return on their investment to acquire new customers 
for many years into the future. 

24 Frederick F. Reichheld, The Loyalty Effect, 1996 Bain & 
Company, Inc., p. 33

25 Reichheld, The Loyalty Effect, p. 37
26 Demand Metrics: Customer Life-cycle Marketing Benchmark 

Report, 2015 p. 4
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On the other hand, loyal customers are often 
the source of repeat sales and referrals. Together, 
these two factors serve to increase profits as well 
as productivity for a business. With the passage of 
time, existing customers gain familiarity with the 
business’ offerings and uses of equipment rentals. 
“Businesses that depend on product advantages or 
clever marketing campaigns to attract and retain 
buyers will remain at a disadvantage compared to 
companies that concentrate on keeping established 
customers happy.”27 Implementing a process that 
increases your customer retention rate is essential 
to your company’s ultimate success. 

New York State’s Industrial Equipment 
Rental Operator

In New York state, 85% of the equipment rental op-
erators have less than 20 employees, and the average 
company employs less than 10 workers.28 Personnel 
and budget constraints prevent an operator from 
designating and training staff to perform the type 
of customer service needed to cement long-term 
customer relationships. Limited personnel tasked 
with performing a multitude of responsibilities, is 
common practice in a small business setting. Staff 
members must sell, sign new customers, process 
rental payments, perform repairs (where applica-
ble), and handle product inquires. There is often 
little time for staff to respond to customer concerns 
about rental contract provisions, business needs, or 
payment issues, without feeling pressed for time to 
complete primary responsibilities. Consequently, op-
portunities to create and solidify long-term customer 
relationships are missed. 

The challenge of cultivating customer loyalty be-
comes ever more important when rental customers 
fall behind in their payments (“doubtful receivables”). 
With limited support to meaningfully handle these 
accounts, the operator risks the loss of revenues 
from existing customers. 

27 Demand Metrics: The Brand Loyalty Advantage, p. 5
28 IBISWORLD Industry Report, NY53249 p. 17, 19

Account Receivables = 
Customer Retention & Increase in Profits

United Rental and Sunbelt Rental make allowance 
for doubtful receivables in their yearly balance sheets, 
5-6% and 7%, respectively.29 These allowances reflect 
each company’s estimate of the total amount of 
receivables they will be unable to collect based upon 
the company’s past experience.30 Relative to their 
annual revenues (in the billions), UR’s and SR’s doubtful 
receivable allowances may impact their profit margins 
but are a fraction of their revenues. In contrast, a loss 
of 5% to 7% in annual receivables can have a drastic 
impact on a small business, like a New York rental 
operator. If an operator’s annual revenues (before 
expenses and costs) is $5M, a 5% loss in receivables 
represents a $250,000 loss right off the top. In a 
market with tight margins, $250,000 is a substantial 
loss to fail to recoup.

When an account becomes doubtful, there is a 
golden opportunity to capture these receivables and 
to increase customer retention. Being able to identify 
a customer’s concerns and problem-solve, deepens 
the business-customer relationship. There are many 
reasons which lead customers to default on their 
payment obligation. These reasons may range from 
personal or family health issues, deaths in the family, 
loss of employment, business losses, and unexpected 
expenses, both personal and business. Once the 
cause for the default is identified, the parties can 
negotiate mutually acceptable solutions to remedy 
the situation. The result is a customer who now feels 
valued and respected by the business. One that wants 
to reciprocate his loyalty to the business by regular 
payments, repurchases and referrals. At a minimum, 

29 Id., United Rental, Inc. Annual Report 2017, p. 51; Sunbelt 
Rental Annual Report 2018, p. 116

30 Id.
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this process allows for the negotiated return of the 
rented equipment and an agreement for payment of 
arrears owed. Even where an existing customer closes 
the account under these circumstances, the process 
creates a window for that customer to return to do 
business and/or refer the rental operator. Where 
staff is assigned to address these issues, they must 
possess the skills and experience to settle the account 
and not to prolong the resolution. The more time 
that transpires with a continuing default, the more 
monthly rents accrue, and the collection of revenues 
on the account is stalled. Significantly with the passage 
of time, the probability of negotiating a payment plan, 
and cementing the customer relationship decrease 
exponentially. 

Resolution of Property Damage Disputes 
= Customer Retention & Reduction in 
Costs

Where a customer damage dispute is at issue, 
the amount of the claim often does not justify hiring 
an attorney and adding to the costs of settling the 
dispute. Importantly, hiring an attorney may result 
in escalating the dispute and the commencement 
of litigation. The effective resolution of common 
customer disputes in the equipment rental business 
can boost the operator’s reputation while limiting its 
legal liability. Studies show that customer “complaints 
are aired at a rate of about two to three times the 
rate at which [customer] praise is given.”31 Dissatisfied 
customers often “go out of their way to tell anyone”, 
whereas satisfied customers frequently only give 
praise when asked for it.32 Disputes that escalate or go 
unresolved, can detrimentally impact the operator’s 
brand, loss of revenues, and future growth. Especially 
in today’s digital age, online reviews have the power to 
boost a company’s brand, or to bruise it - forcing the 
company to contain the fall-out. In New York’s highly 
competitive equipment rental market, an operator’s 
brand is tied to providing its customers, not just 
with the equipment they need, but the relationship 
customers desire. Many of an operator’s customers 
are small businesses themselves. They require not 
only proximity and availability of equipment; but seek 
to cultivate a partnership where their success matters 
to those with whom they do business.

31 Demand Metrics, The Brand Loyalty Advantage, p.5
32 Id.

Evaluating the Option   
to Outsource 

In a crowded market, long-term customer rela-
tionships can give a rental operator the competitive 
edge. However, limited resources prevent many 
businesses from hiring an employee to take pri-
mary ownership of the responsibility for customer 
retention. Outsourcing this responsibility can prove 
to be a cost-effective option. Unlike an employment 
commitment, the operator can negotiate terms and 
conditions of a consultant’s contract to tailor the 
work to the operator’s objectives and budget. 

Criteria to Evaluate the Outsourcing 
Option

There are five criteria to determine whether 
outsourcing your doubtful receivables, and property 
damage disputes, makes sense for your equipment 
rental business.

1.  Number of doubtful receivables accounts in 
a 12-month period

2.  Total dollar amount of doubtful receivables 
in a 12-month period

3.  Total amount of paid property damage 
claims in 12-month period

4.  Expertise to achieve the customer retention 
objective 

5.  Concerns of outsourcing customer accounts 
to a third-party
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Volume of Doubtful Receivables 
(Customer Retention Rate)

The volume of doubtful receivables should be re-
viewed across a 12-month period in the past three 
years. Doubtful receivables represent accounts from 
which the operator will be unable to collect. This fac-
tor will benefit outsourcing, if the number of doubtful 
receivables reflects 5% or more of the total number 
of the operator’s rental accounts in the same period. 

These doubtful receivables reflect potential 
customer account losses and drop in your customer 
retention rate. As previously mentioned, the customer 
retention rate affects the operator’s revenues and 
rate of growth. For a New York operator, the recovery 
of rental payments from 5% of doubtful receivables 
boosts not only revenues but often also increases its 
customer retention rate.

Total Amount of Doubtful Receivables 
(Revenue Loss & Tighter Margins)

This amount will reveal the potential revenue 
loss to the operator, and its concurrent impact on 
the operator’s profit margin in that year. 

Total Amount of Paid Property Damage 
Claims (Uncertainty of Costs)

The total amount paid for property damage claims, 
including attorneys’ fees within a 12- month period 
is a key factor for consideration. Attorneys’ fees are 
typically billed on an hourly basis. Business attorneys 
can charge anywhere from $200-$500 dollars an hour 
to resolve a claim on the operator’s behalf. In the 
event litigation is initiated by a disgruntle customer, 
court costs should be added to the total. This amount 
reflects costs that can have wide fluctuations from 
year to year, and inevitably impact an operator’s 
profits. 

Expertise to Achieve Customer Retention 
(Strategic Objective)

For collection services, most agencies and 
attorneys will agree to a contingency arrangement 
based upon the amount collected. There is no upfront 
investment. Contingency amounts can be anywhere 
from 30%-40%. In addition, it is common practice for 
the collection entity to deduct its fee from amounts 
collected prior to providing the client with the 
remainder. Converting a doubtful receivables account 
into a revenue-generating account is not a primary 
objective for most collection agencies. Their incentive 
is to collect as much as possible from “former” 
customers, rather than to negotiate to “retain” the 
account and cultivate the customer relationship.

A consultant with expertise in problem-solving 
negotiation and whose focus is customer retention, 
can perform the dual-objectives of collections and 
customer retention. In this manner, the operator has 
the opportunity to recover a substantial percentage 
of doubtful receivables, while also converting some 
of those accounts into long-term customers. Each 
time a doubtful receivables account is converted 
into revenue-generating account it translates into 
better margins and growth for the rental operator. 
It is a profitable value-add which arises from the 
consultant’s collection process while requiring no 
additional investment from the operator.

1. 

Number of doubtful receivables accounts  

Total number of rental accounts

= 5% or more
outsourcing will benefit the business

If...

2. 

3. 

4. 
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Concerns of Outsourcing Customer 
Accounts (Terms in the Agreement)

Confidentiality and control are common concerns 
in outsourcing customer accounts. The consultant’s 
agreement must be tailored to the operator’s 
objectives and budget. The process for how the 
accounts will be transferred from the operator to 
the consultant are important to discuss with any 
potential candidate. Criteria should be established to 
determine what customer accounts will be subject to 
transfer, when and who in the operator’s company 
will be responsible to make the transfer? The 
involvement of other staff in the transfer process 
should also be included. The process, as well as 
confidentiality concerns should be negotiated and 
expressly stated in the written agreement. 

Outsourcing the collection of doubtful receivables 
and the resolution of customer damage claims, can 
significantly increase an operator’s current revenues, 
customer retention rate and future growth. It pro-

vides the operator with an expert resource with no 
upfront investment. It frees up the operator’s limited 
staff to work on marketing, sales and service. While 
the equipment rental’ operator focuses on acquiring 
new customers and servicing accounts, the consul-
tant works to minimize customer losses to increase 
the operator’s customer retention rate, and to re-
duce damage claim costs. It is a partnership that can 
create long-term growth and profits in New York’s 
competitive industrial equipment rental market.

The industrial equipment rental industry 
is forecast to grow over the next five years to 
2023. New York State’s projections promise 
to outpace the rest of the nation. A focus on 
customer retention, is the competitive edge to 
boosting revenues, profits and supporting the 
New York rental operator’s growth. Outsourcing 
can achieve this objective without placing stress 
on the operator’s limited staff and budget.

about Our Company

WE ARE CLIENT-CENTERED 
AND RESULTS-DRIVEN.
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5. 

Marti G. O’Hare is principal attorney and founder 
of Mg O’Hare Law, The Business Dispute Clinic. She 
has been practicing law for thirty years, is a former 
law professor and a master mediator. She helps 
clients in the equipment rentals, security and home 
automation industries to increase customer retention 
rates, collect receivables and reduce the costs of 
damage claims. Marti brings to the table a unique 
combination of experience, expertise and skills every 
time she partners with a client. Businesses must 
achieve measurable outcomes to succeed. Marti  
helps to deliver those results.

We Invite You to Schedule a Complimentary 
Phone Consultation Today 

Call: 800-457-3765 
or click here... 
http://calendly.com/martigohare

The Business Dispute Clinic is a Law Firm: Serving Operators 
in New York’s Industrial Equipment Rental Market


