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Financially

STRAPPED?

You're not alone. Rhode Islanders talk about how
they got into this financial mess—and how they're

getting out of it.

By Sarah Francis

rancine and Sandy Fink
live with their four kids
in an altractive nine-
room colonial in Her-
itage Park, a leafy and affluent neigh-
borhood in Warwick's Cowesett section,
where elegant houses sit on well-tended
acre lots and sell for $300,000 and up.
Sandy owns King Auto Parts, a Central
Falls business that’s been in his family for
more than thirty years. Francine went
back to work full time a couple of years
ago, as the director of the Center for Buss
ness and Industry at Bristol Communi-
ty College in Fall River, Massachusetts.
The Finks, who are both in their for-
ties, earn close to $100,000. But the mon-
ey isn't going as far as they expected. The
taxes on the house they bought in 1983
have almost doubled, from $2,800 to
$5,400. One of their children is in private
school, where tuition runs $13,000 a year.
All four kids, ages eleven to sixteen, went
to camp last summer, sopping up a cool
$6,000.
The Finks are paying off a car Joan, and
until recently, had two car phones, (The

phones are gone because the bills were
stiff, sometimes $200 a month each, and
not all the calls were businessrelated.)
When Francine went back to work, the
Finks hired an au pair to help pick up the
slack. She cost S100 a week, plus ex-
penses. But after nine months, she's gone
t0o.

Why?

Last year, the Finks had a sickening en-
counter with reality.

Fran had always paid the bills reli-
giously every Sunday, But with a fulltime
job, she says, “there was less time to man
age the finances, and I paid less attention
to it." Eventually, she lost control of ex-
penses. They realized they needed an im-
partial third party who could look at their
spending without emotion. That third par-
ty was Moneywatch, a consumer financial
counseling service in Cranston, where
counselor Anthony A. Coia analyzed their
finances and gave them the bad news. The
Finks were spending roughly $10,000
more than they were earning.

After the high-rolling '80s, the austere
90s have hit the Finks and many of the
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Deluged by bills,

the Fink family of Warwick put a stop to thelr spending when they realized that their expenses exceeded their
income by about $10,000 a year. Typical of middle-class familles who had it all in the 1980s, they came crashing

back to reality in the recessionary '90s.
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rest of us with a whack, We don't seem to
have as much money as we used to, and
what we do have doesn’t seem to go as far,
We're feeling strapped, and nope, it's not
our imagination. For many, bonuses and
raises are shrinking or disappearing. And
allowing for inflation, “wages and benefits
across the country actually fell 13 percent
from 1980 to 1989," says Rick Mclntyre,
assistant economics professor at the Uni
versity of Rhode Island.

Fredric and Annamaura Silverblatt live
in 2 magnificent contemporary house on
seven wooded acres on Pojac Point, an ex-
clusive section of North Kingstown. As
chief of medicine at the Veterans Admin-
istration Hospital in Providence and pro-
fessor of medicine at Brown University,
Fred's salary has risen $10,000 in five
years. Annamaura, an active choreogra-
pher, also works at the VA as a part-time
recreation assistant.

But the Silverblatts have big bills. Be-
ginning in 1987, it was son Jonathan’s ed-
ucation at Sarah Lawrence College:
$17,000 a year; now Gabriella, their twen-
ty-one-year-old daughter, is in her sopho-
more year there, and tuition has rigen o
524,000. Jonathan is in law school and his
parents are picking up the tab for that too;
$17,000 a year plus living expenses in New
York City.

Though their costs are sizable, the Sil-
verblatts probably would have been all
right had Gabriella not developed cancer.
Her treatment cost thousands of dollars,
much of it not covered by the family’s
health insurance. Now in remission,
(Gabriella still has costly six-month check-
ups. And the family is struggling just to
break even. *We used to travel and en-
tertain, but we've cut back on our ex-
penses,” says Annamaura, “and we don't
want to cut anymore,” Instead, she’s tak-
en on a second part-time job, working at
a gourmet store.

Even without extraordinary bills like
the Silverblatts', all of us have seen ex-
penses soar. Consider the numbers:

® The =ocial security payroll tax has in-
creased five imes since 1983, and now
consumes 7.65 percent of our income,

® Rhode Island's sales tax increased
from 6 to 7 percent in 1990, Okay, you say,
that's only up a penny, but as a percent-
age increase, it's almost 17 percent more.
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® Rbhode Island incame tax has also
climbed. Just two years ago, we paid the
state 22,96 percent of cur federal tax bill,
Today, we're paying 27.5 percent.

@ And then there are skyrocketing
property taxes, 8 104 percent increase
statewide in 1990, and up an average 88
percent every year since 1085, according
to the Rhode Island Public Expenditure
Council,

Aasach) What hagpened? Why did the

two thirds of those polbed sald this s a
200d time to by a house, and half agreed
it's a good time to buy a car, fewer than
20 percent said they'd do either, Many
sald they simply couldn’t handle larger
credit payments.

It was essy credit that got Launie Fag-
nant in trouble.

At twenty-eight, Laurie is a warehouse
foreman at Hoechst Celanese in Coven-
try, making almost $50,000. Until she got

economy hit this financial wall? her own apartment aboul 4 year 2go, she
Economists single out several culpeits.  lived at home. “Everyane in the world of
In the esrly 805, personal and corporate  fered me credit cards,” she says, curfing
incame tes were cut. Increased federal — up on the sleel, black sofa she bought oo
spending on defense started pumping up
the local ecanceny, while the newly dereg:
ulated banking mdustry began pouring a
Yot of money into real estate and con- Mh‘ﬂn
struction loans. Much of that construction X
money came to Rhode Istand from out of mm“
seate, and the real estate boom here gen-
erated a 12 peroent growth in construc- P
e e | - their families are
Bul the tax code overhaul in 1986 efinx -
inated those ssrler comporse e o, | WOTSE Off financially
along with incentives for real estate in-
vestment. The real estate and constnc- Mﬂlﬂh]m
tion industries slawed, 2nd many of those
newly created jobs evaparated, slong with
the positive economic ripple effect they'd a’wm
created.
At the same time, the big pop in con- —
struction and real estate activity masked
an underlying change in our y.  time, “b 1 had great credit.” And
Many traditions) and high4ech manufac:  Laurie accepted their offers, charging
turing and other jobs were dissppearing,  S3.700 an her new Visa, 52,600 on her Dis-
along with the revenue they geperated,  cover, and $800 oo ber Spiegel cand. Then
“Rhode ksdand has Yost thousands of jobs,  there was her new Toyota, with a month-
16,000 between September 1990 and 1991 ly payment of $300, and when she moved
alone,” says Mclntyre. into her own apartment, new furniture,

Rhode Island cities and towns, which
historically have had steeper property Lo
es than the national average, ratcheted
these taxes even higher to cover in-
creased expenses for servicing debt and
health insurance coverage. The manici-
palities have been hard hit by “a loss in
revenues other than property taxes and
the smallest increase in new development
in five vears,” according to the state’s Of
fice of Municipal Affairs,

Not surpeisingly, these pressures, cony
bined with the effects of the country’s re-
cession and the state’s credit union crisis,
have sent a collective shudder through
Rhode Islanders. A consumer confidence
poll conducted by URI's Resesrch Center
in Business and Economsics lsst fall
showed Rhode Fslanders’ buying plans
were at their lowest level since 15800

“Almost half the people polled said their
farnilies are woese off financially now than
they were a year 2g0." says the center’s
director, Diane M. Disney. And although
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*1 spoiled myself. Whea [ walked into
a furniture store, I'd say T want this and
this and this.” By the time she realized she
was $13,000 in debe, she hadn't halanced
her checkbook In a year, was getting irate
letters fram creditors, and was contem-
plating hanknapicy. “I was so depressed,”
she says, *1 spent days in bed, my blood
pressure went up, and [ was getting mi
graines,” Thanks to a promotion and a
raise st the last minute, Laurie was able
w0 dig herself out of trouble by qualifying
for & teeryear, $20.000 consolidation loan
to pay off her bills. Now she's even sav-
ing maney.

*I'm consciously not buying stuff now,
and it burts. It's really a struggle. | tell my-
self to walk away and forget it, that what-
ever | want to buy will be here when |

Dr. Machael Raciti s a psychologist with
Sobel and Raciti Associstes in Providence,
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providing comprehensive psychological
services to employees, While patients
doat usually complain about financial wor-
riés a8 4 primary concern, money often
crops up as a secondary theme, as “an-
other source of stress when people are af
their maocimaam level,” Raciti says, The ne
sult can be out-ofcontral behavioe: over
eating and 100 nuch drinking, Josing your
temper and taking it out on your fmily.
When times are tough and unemployment
I= high, as it is now, these respornses are
even more pronounced,

“People will be forced to stay in mtol-
erable work situstions.” Raciti adds, “be-
cause there's no place to go.” And baby
boomers, that generation that defines cur
social and economic trends, are fikely to
express these mood disturbances In even
maore exaggerated ways. “Boomers have
an attitude of entitlement and unrealist-
cally high expectations that can’t be met,”
Raciti says. “When they dont get what
they want, they don't know how to dezl
with it Increasingly, I'm secing people
who've reached the end of the Tine in the
corporate world. They've been spoiled
with success and, until now, haven't met
any limitations. But it's a matter of num-
bers, An increasing mumber of boomers
are moving throagh the ranks and not ev-
eryone can make CEO.”

In some ways, Jim Johnsan i a victim
af thet baby boamer sense of entitlement,
the presumption of endless upward mo-
bility. Jolwssoe, thirty-ceven, started Word-
Warks, a small communications and mar
keding firm, and later Adoows, an adver
tising tradke maggazne, i the sluggish car
ly '80s, then saw business pick up &s the
economy took off and company revenues
zoomed from zero to $500,000. “At the
time,” he says, “I thought what & great
business person [ am, as my staff grew
from one person o twehe.”

Eventusally, Johnson maved the busi-
ness froen sardine-sized offices in Warwick
to a trendy ground-floor office condo in
Imperial Flace, a former knife factory in
Providence's jewelry district. But the
mowe tripled the business's fixed office ex-
penses, and by January of 1989, things
were unraveling. Jim's three biggest
clients anpounced they were Jeaving for
reorganization and financial reasons, and
office tersants he'd taken on to belp meet
mortguge expenses also left, In time, rev-
enues el off so drastically, Jim was using
his Visa card to make payroll.

“The busi soubled in
each year for three years and my early
goal was to make the fuc, magazine five
husndred Est of the country's fastest grow.
ing small businesses by our sixth year,”

Continned ox page 55
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hie says. “My biggest failing was concen-
trafing on growth for its own sake, rather
than planned growth; and, ironically, in
our socth year, [was forced to file for per-
sonal bankruptcy.”

WordWorks was sold at awction to an-
ather company and Adeowm is 28l being
published, although its survival is a
month-te-month proposition. Jim remaing
Adeomi's editor, but he's an emploves on
ameager salary, not the oamer. “Lhave a
car with 106,000 miles on it and T den’t
have the income or credit to buy a new
ome. If's not the outcome 1 would have
liked,” lim says philosophically, "but
hankruptcy isn't a tragedy like illness or
death. I thought people would treat me
like [ had leprosy because | wasn't riding
the crest anymaore, but most of my em-
ployees and creditors stood by me, Tt was
hieady to be building an empire, but it's
one thing to have this wonderful office,
and another thing to be able to pay for it”

And trouble is, being able to pay for it
is not a skill we learn in school, Money-
watch's Cola says, “Fifty years ago we
didn’t have this problem. We didn't have
credit cards and vou had to sell the hank
on the idea that you were a good rislk. But
in the ‘805, hanks wanted anyone they
could get. The middle class thought they
could have it all. Most of us learn to man-
age money the hard way.”

And the Finks would agree that's how
they learned their lesson. It's almost din-
met time now, and the kids are doing the
cooking from the menu Francine has left
them, In the old days,the au pair would
have been on kitchen duty, or the family
would have taken a fast trip to McDon-
ald's, But that was then; this is now. Fran
and Sandy believe they can close their fi-
nancial black hole by eliminating luxuries
such as car phones, trading in Fran's
leazed Volvo for a less expensive alterna-
tive, and really watching their spending.

“Going to McDonald's used to cost me
422 and this discretionary spending was
turning inte & monster. It was habit form-
ing, because itappeared to make fife sim-
pler,” Sandy says.

Fran agrees. *1 realized [ have kids who
cam cook. 1 just have to relax my standards
of cleanliness. Cutting back hurts, but now
we have a real clear picture of what needs
to b adjusted with our money and it cre-
ates more control. [ feel safer and have
more peace of mind, knowing my money
is being managed.” -]

Sarah Francis is a contribiting writer o
Rhode [sland Monthly.

Tips On Regaining Your
Financial Health
Do vour finances need fiscal thera-
pv? Here's help:

Refinance your home mortgage.

“The rule of thumb is two, two,
and twa," says Maleolm Maldin, a
certified financial planner with Pro-
fessional Flanning Group in Wester-
by, “Tf rates are two percent kower
than what you're currently paying, if
the bank is asking no more than two
points in refinancing charges, and if
you plan to be in the house at least
another two years, it usually makes
sense to refinance.” An interest rate
drop from 10 1o & percent on a
S100,000 thirty-year mortgage, for
example, will decrease your monthly
payment by 5144,

“Puny 4 percent interest rates

on CIs are going lower,” Makin
predicts. High grade (A to AAA) non-
nuclear utility bonds paying 7 1o 7 12
percent, and maturing in five to eight
vears, are 4 congervative alternative.
He also recommends government
bond mutual funds; Vanguard's
Frced Income GRMA Fund current-
Iy yields more than 8 percent.

Look at your life insurance. The

cost of whole Bfe insurance can
be four to five times that of term in-
surance, Depending on your age and
the insurance corpany, vou may
save a big chunk by switching.
s If hoth you and your spouse

waork, look at the benefits of
fered by each employer, Some com-
panies offer a “cafeteria” plan, and
pay cash equivalents if vou decline
coverage, Some spouses duplicate
each other’s plans on the theory that
maore is better, but if there's a claim,
only one company will pay up.

It's boring, it's tedious, but it

works. Go through your check-
book for the last vear and analyze
your finences. Most people know
their major expenses, but who keeps
frack of the little stuf You may only
spend 55 a day on lunch, but do it ev-
ery work day for a year, that's about
51,200,

If you consistently get a fat in-

come lax refund, you may be
withholding too much of your pay,
and that's an interest-iree loan you're
giving the government. To correct
over-withhelding, file & revised W-4
Torm with your enmployver. —&F

FTHS IS THE
ONLY PRESSURE
YOl CHECK
YOUR TIRES MaY
QUTLAST YOI

Checking your tire pressure
is a good idea, Checlding your
blood pressure is an even better
one, High blood pressure
greatly increases your risk
of heart attack and stroke.
And those are harder to deal
with than a flat tire. To learn
more, contact vour nearest
American Heart Association.

You can help prevent heart
disense and stroke. We can tell
e i

American Heart d,
Association

Thes spacs provided &8 8 pubke e,
1952, Amercan Heert Assacialion
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