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how much he’s made chasing down
scofflaws, but maintains he’s protect-
ing taxpayers.

“This is our money,” he said, refer-
ring to taxpayers. “We have all paid
taxes that the government has loaned
out. Every dollar that I can bring back
in is money the federal government
can use to help other people go to col-
lege.”

For the people who get sued, the
ramifications can be devastating —
garnishment of wages, seizure of as-
sets and ruined credit for years. And,
unlike most debt, student loan debt
can’t be wiped out by declaring bank-
ruptcy. 

That’s scary to Gary Toll of War-
ren, who has a daughter attending Fer-
ris State University and a son who is a
high school junior.

“We can’t pay for all their college,”
he said. “I’m really worried that they
are getting set up to really suffer
when they get out of school and can’t
pay off their loans.”

The struggle to pay
Economists at the Federal Reserve

Bank of New York noted in its latest
report that while consumer debt over-
all continues to fall, student loan debt
climbed more than $10 billion in the
first quarter of 2012. Since household
debt peaked in late 2008, student loan
debt has increased by $303 billion, as
compared with all other consumer
debt, which has dropped a combined
$1.6 trillion.

The average student in Michigan
graduates with nearly $26,000 in debt.
That can be a daunting amount in a
tough economy. It can be hard just to
find a job, let alone one with a large
enough salary to pay for an apart-
ment, a car and a couple of hundred
dollars a month or more in student
loan payments.

Many graduates, like Blume, say
they want to pay, but can’t. 

Blume said his marketing degree
from a small, private college in Illi-
nois hasn’t helped him land a job. So
he’s working in a Detroit restaurant,
making just enough to live on.

Blume isn’t technically in default
yet. He and others with federal stu-
dent loans are considered to be in de-
fault after 270 days of nonpayment.

Once they are in default, their
names get turned over to a private col-
lection agency. If that doesn’t work,
Holzman or another firm are called in.

So far this year, more than 250 law-
suits have been filed by the four firms
in U.S. District Court in Detroit.

In contrast, zero cases have been
filed in the western district of Michi-
gan, which covers Grand Rapids and
Lansing. Federal officials say there
are fewer cases to go after on that side
of the state, but there also aren’t any
private law firms doing the govern-
ment’s collection work.

The eastern Michigan district was
one of the first seven districts in the
country to begin using private attor-
neys for collections as part of a pilot
program started in 1986. The pro-
gram, meant to take the onus off the
Department of Justice, has been so
successful, the system now has now
expanded to 19 districts nationwide.

Serious money at stake 
This year, local lawsuits are target-

ing more than $2.3 million, at an aver-
age of $9,841 per suit, a Free Press
analysis of federal court records
shows.

And the numbers of those facing
lawsuits are likely to rise, as the num-
ber of people in default rises.

Federal data, released in late Sep-
tember, show 13.4% of all those who
graduated in spring 2009 defaulted
within three years. In Michigan,
16,566 people who had to start paying
back their loans in October 2009, six
months after graduation, defaulted
within three years. That’s a 12.7% de-
fault rate.

National data also show that 40% of
households headed by someone 35 or
younger have student debt. The aver-
age for everyone who owes student
debt is slightly more than $25,000. In

Michigan, the average debt is slightly
more than $25,600.

When the federal government
catches up with the folks who owe, it is
very effective at collecting. The feds
say they collect nearly 80 cents of ev-
ery dollar owed. 

In fiscal 2011, the U.S. Department
of Education collected $12 billion in
defaulted loans, with $9.7 million
coming from collections through pri-
vate attorneys.

Marika Wales, 26, of Livonia, who
graduated three years ago from
Michigan State University with a mar-
keting degree and has to work two re-
tail jobs, has no problem with the gov-
ernment going after deadbeats.

“I’ve got about $45,000 of debt,”
Wales said. “I’m busting my ass to try
to pay that off. I’m working two jobs,
can’t buy a house. If I can make the
payments … why are so many people
just trying to walk away from it?” 

No escape
The $76 billion owed in defaulted

loans is more than the tuition bill for
all students at the nation’s public two-
year and four-year colleges and uni-
versities combined. And since the
loans can’t be shed through bankrupt-
cy, and lenders know that, more mon-
ey continues to flow.

And that is increasing the worry
among students, parents and even ed-
ucators.

“Even if we don’t think a student
should get more loans because of the
amount of money they’ve already bor-
rowed, there’s always a loan there for
them,” said Ferris State University
President David Eisler. “People will
make questionable loans to students
because they know they have a guar-
antee that it will get repaid.”

More and more, collecting that
guaranteed money has fallen into the

hands of private attorneys. 
“Using the private attorneys is

good for the federal government, bad
for the defaulted borrower,” said
Mark Kantrowitz, publisher of FinAid
.org.

Much of the defaulted loan debt —
locally and nationally — is owed by
students who attended small private
schools specializing in training people

In early 2007, Adam Wolak
combined two student loans —
one for slightly more than
$58,000 and one for a little bit
less than $36,000 — into one
federally backed loan.

Five years later, the govern-
ment has yet to receive a penny
from Wolak, an attorney with a
law practice in Detroit, court
records show. Now, the gov-
ernment is going after its
$135,106.86 in principal and in-
terest. 

Wolak was sued in U.S. Dis-
trict Court in Detroit earlier
this year by a private law firm
under contract with the U.S.

Department of Justice. 
Despite being served with

copies of the lawsuit, Wolak
never responded, court re-
cords show, and a default judg-
ment was entered against him
in early August.

Wolak, who did not return
calls, e-mails or a knock on his
door from a reporter, is one of
more than 240 people in east-
ern Michigan who have been
sued this year for outstanding
student loans.

Wolak owes the most money
of anyone sued for student loan
debt this year in Michigan,
court records show. 

On the other side of the coin
is Constance Milton, who is al-
leged to owe $472 in principal,

$387 in interest and $87 in ad-
ministrative costs for a total of
$946. The court has yet to rule
in this case. Milton was unable
to be reached for comment.

Of those being sued this
year in Michigan for student
loan debt, court records show:
❚ That 182 of the lawsuits filed
are for less than $10,000. In ma-
ny of those cases, the amount of
interest owed is higher than the
principal on the loan.
❚ That 37 people owe between
$10,000 and $20,000.
❚ That 11 owe between $20,000
and $30,000.
❚ The remainder owed more
than $30,000.

No matter what the debtors
are alleged to owe, the private

attorneys filing suit are ag-
gressive in tracking them
down.

In September, Herb Alexan-
der, a process server, stood at
the front door of a home in
West Bloomfield just before
8 a.m., listening to a dog bark
inside. Through a window, Al-
exander could see a man shush
the dog, while a woman came to
the door.

But when Alexander asked,
the woman said her husband
wasn’t home.

Now Alexander had a good
idea of when the man he was
looking for went to work.

Even once they’ve been
served, there’s often no re-
sponse from those being sued.

Only 32 of the more than 220
lawsuits filed through the end
of August this year received a
response, court records show.

Some of those who respond
have the suit against them dis-
missed. 

The majority of those are
because they are able to prove
hardship and get a waiver, said
Charles Holzman, one of the
private attorneys filing suit on
behalf of the federal govern-
ment.

For those who don’t re-
spond, the trip through the jus-
tice system is pretty quick.

When the suit is filed, a sum-
mons is issued. It’s pretty
straightforward in its words:
“A lawsuit has been filed

against you.”
Once delivered, the person

has 21 days to respond.
If there’s no response, a de-

fault judgment is entered. No-
tice of that judgment is mailed
to the person’s home.

Then the attorneys get the
court to issue garnishment let-
ters to employers and the
Michigan Department of Trea-
sury, setting aside up to 25% of
a person’s earnings to pay off
the debt and grabbing income
tax refund checks.

It’s effective. 
Using all of its resources —

including the private attorneys
— the federal government col-
lects 80 cents of every dollar
defaulted on.

Delinquent debtors

Hundreds in Michigan sued over thousands that they owe in late loans
By David Jesse
Free Press Staff Writer

By the numbers 

$1 trillion
Total amount of student
loan debt

$76
million
Total amount of student
loan debt in default

13.4%
National default rate

12.7%
Michigan default rate

$25,250
National average student
loan debt

$25,675
Michigan average student
loan debt

DEBT: Feds
hunt metro
Detroiters
delinquent
on loans
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Herb Alexander attempts to serve a Farmington resident who defaulted on a student loan. Many people try to dodge such summons, but the government will get its
money one way or another. Unlike other debt, college loans can’t be wiped away through bankruptcy, and the government can garnishee income or keep tax refunds. 

A quartet of private law firms, working under federal government contracts, are aggressively pursuing eastern Michigan residents 
who have defaulted on student loans, filing more than 250 lawsuits so far this year, federal court records show.

SOURCE: U.S. federal court records DAVID PIERCE/DETROIT FREE PRESS
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FEDS USE PRIVATE ATTORNEYS TO COLLECT STUDENT LOAN DEBT
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SEE NEXT PAGE


