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While many Michigan uni-
versities are working to coun-
sel their students about the
dangers of too much debt, Fer-
ris State University is taking
more direct action, forming a
task force to make concrete
recommendations on how the
Big Rapids school can deal
with the issue.

A series of forums generat-
ed thousands of ideas. Now the
group has divided up into three

subcommittees: one focused
on controlling and reducing
costs; one on finances and fi-
nancial literacy, and one on the
time it takes to receive a de-
gree.

Ferris President Daniel Eis-
ler thinks the last category
could pay immediate divi-
dends for students.

“If we can save students a
year, we can reduce their debt
by a sixth,” he said, referring
to the five or six years it typ-
ically takes to obtain a degree.
He said if the entire student bo-

dy chopped a year off its time
in college, it would save more
than $14 million cumulatively.

The average freshman at a
U.S. university or college bor-
rows about $7,700 that first
year, federal data show. That’s
about on par with Michigan’s
average of about $7,300.

Ferris officials say they are
working to keep tuition in-
creases as small as possible.
This year’s increase of 2.6%
was the second lowest among
15 Michigan public universi-
ties.

But Ferris isn’t the only
school concerned about higher

tuition and the effect it has on
student debt levels.

Six board members at
Michigan’s three major public
universities — the University
of Michigan, Michigan State
University and Wayne State
University — expressed those
reservations with no votes on
tuition increases. Each of
those board members detailed
concerns about pricing college
out of the reach of middle-class
students.

It’s not just tuition that’s
driving those loans, Eisler
said. It’s room and board,
books and fees, and all the

things that go with living away
from home and going to school.

Ferris also is working on fi-
nancial literacy. Freshmen
students and their parents had
to go through debt counseling
this summer.

“This is a topic that easily
engages everyone on campus,”
Eisler said. “If you work at a
university, it’s very easy to put
a student’s face, a student you
know, on this issue.

“It’s very important be-
cause you can’t get out from
under student debt — the only
way you get out of student debt
is if you pass away.”

Keeping higher education affordable

Ferris State searches for solutions to student debt crisis 
Task force looks to help school, attendees
By David Jesse
Free Press Staff Writer

If you want the best shot to
pay off your student loans after
you graduate, don’t go to a
school promising to turn you in-
to a hairdresser, a medical re-
cords technician or some other
vocational job, federal records
show.

Nine of the 10 colleges and
universities in the state with the
highest default rates on student
loans are for-profit institutions
specializing in vocational train-
ing. 

That mirrors the national
rate, where the latest statistics
show 47% of those entering re-
payment in October 2009 who
were in default three years lat-

er went to
for-profit
schools,
which often
deal with vo-
cational ca-
reers.

Default
rates on
loans are tied
to how well
graduates
are doing in
landing jobs,
said Debbie
Cochrane, re-

search director at the Institute
for College Access & Success.

“Where you go to college
plays a big role in college de-
fault rates,” she said. “It’s real-
ly a measure of outcomes —
what is the credential you are
getting worth?”

But even if graduates don’t
land a job, there’s really no rea-
son for them to default, she
said.

“You could have a monthly
payment of $0 and be in good
standing,” she said. That’s be-
cause the Department of Edu-
cation has an income-based re-
payment plan.

Starting this month, that
plan has become much easier to
enroll in, Cochrane said. Debt-
ors can go to the department’s
website, fill out a form and then
have their IRS tax form pulled
to verify income.

But there’s been a lack of
communication and education
about that option, experts said.

Nathan Walker, 26, of De-
troit said the whole process is
confusing.

“It’s hard to know exactly
what’s going on,” the recent
Wayne State University gradu-
ate said. He owes $27,000 and
said he has been making occa-
sional payments on it, based on
when he’s employed and when
he’s not. He’s currently unem-
ployed.

Walker said he didn’t know
about income-based payment
plans. He’s not in default yet.

As a group, public universi-
ties across the nation have the
second-highest default rate,
trailed by nonprofit private uni-
versities.

In Michigan, Northern
Michigan University has the
highest default rate among the
public universities, at 15.4%.
The total state average is 12.7%,
slightly below the national
average of 13.4%, according to
federal figures released in late
September.

For-profit
colleges
Vocational
schools
see most
defaults
Ability to repay loan
tied to landing work
By David Jesse
Free Press Staff Writer

to be hairstylists, auto mechanics and
other blue-collar jobs.

Many of these debtors owe more in
interest than they do in principal on the
loans, which can stretch back to the
1970s.

Michigan a hot spot
Holzman is among the most aggres-

sive private lawyers under contract to
the federal government. The 214 suits
he has filed this year in U.S. District
Court in Detroit are going after more
than $1.7 million in defaulted student
loans. As of late August, only 11 of them
have been dismissed, mostly because
the defendant had filed for a hardship
waiver, which defers payment.

More than half of the suits had some
sort of a judgment entered: Either from
a consent judgment, in which a pay-
ment plan was set up between Holzman
and the person suing, or from a default
judgment being entered against the
borrower. Those cases represent more
than $900,000 in debt. The rest are in
process.

Holzman gets a percentage of each
dollar he collects. He declined to reveal
how much he gets, but industry experts
estimate he gets between 25% and 30%
— the industry standard — of what he
collects. 

A 2010 Justice Department budget
spreadsheet estimated the cost of the
contracts being awarded in Michigan’s
Eastern District at between $1 million
and $2 million a year. Holzman is one of
four firms in the Eastern District under
contract with the federal government. 

The other firms working in eastern
Michigan — Shermeta, Adams and Von
Allmen; Goodman and Poeszat, and
O’Reilly & Rancillio — declined to com-
ment.

Holzman was among the first pri-
vate attorneys in the nation to engage in
collecting federal student loans that
had defaulted.

In 1986, under President Ronald Rea-
gan, the Department of Justice decided
its staff attorneys’ time was better used
than on student loan collection, so a pi-
lot program was set up, Department of
Justice officials said. The Eastern Dis-
trict of Michigan was one of seven pilot
areas picked. 

The other districts that have been
around since the pilot program also
have high numbers of cases this year.
But with the exception of central Cali-
fornia, where 686 cases have been filed
this year, all the other districts trail
Michigan by at least 70 cases, federal
court records show.

Collection of student loan defaults
has become progressively more ag-
gressive. The federal government cur-
rently bids out the collection work . The

contracts are generally one-year deals,
with up to four additional rollover
years. A total of 42 private law firms
currently have contracts to go after stu-
dent debt.

“Private counsels are typically pre-
sent in large (districts) and their in-
volvement is based, in part, on the num-
ber of cases referred by all federal
agencies,” said Justice Department
spokeswoman Allison Price. “This pri-
vate counsel program is a flexible re-
source that augments our ability to re-
turn funds due to the federal govern-
ment, without making a large invest-
ment in additional resources.”

Federal officials note most of the
contracts with private firms come in

what they term extra-large judicial dis-
tricts, with bigger than average popula-
tion numbers.

Once a firm has a contract, it gets the
cases in a blind rotation from the feder-
al government, Holzman said. The cas-
es are ones that the government has al-
ready tried to collect in a variety of
ways, including collection agencies.

“The government bends over back-
ward to help people in real hardship,”
Holzman said. “There are a lot of ways
that this can be handled, even if you’re
having problems, before it gets to our
firm.”

Once it lands there, collection ef-
forts get aggressive.

The hunt
As Herb Alexander pulls into a sub-

division off 14 Mile Road in Farming-
ton, a Mercedes drives out.

Minutes later, Alexander, a process
server, is standing in front of a stately
home with an open garage door and a
missing car. He shakes his head — he

knows the person
he is looking for was
likely in that Mercedes
he drove past.

He heads to the front
door anyway, rings the door-
bell and pounds on the door. It
opens a crack to reveal a man who
says that his wife, who Alexander is
looking for, just left.

The woman Alexander thinks lives
here needs to be served with a summons
for a creditor’s examination. She and
others who’ve had a judgment entered
against them in court, but don’t have a
payment plan, are required to bring all
their financial records for the past sev-
eral years to a meeting at the attorney’s
office where the records will be poured
over to find the money to pay off the
debt.

A short ways away from the first
home, Alexander pounds on the door of
another home, looking for another per-
son in default. Nobody answers. And no-
body comes to check on the minivan
parked in the driveway.

That doesn’t deter Alexander. He
goes next door and knocks politely. A
child answers the door, then an adult fe-
male comes to the door. Alexander ex-
plains who he is looking for and the
woman retreats into the house.

A few minutes later, the man Alexan-
der is looking for comes out of the home
where no one answered. Alexander
served him a summons.

“Nobody likes their neighbors know-
ing they are being sued for debt,” Alex-
ander said as he drives away.

Likely to get worse
Experts expect the collections to

continue to grow in number, thanks in
large part to skyrocketing tuition costs. 

More than 5.9 million people across
the U.S. are at least 12 months behind in
payment on their student loans. 

Those who work with consumers
saddled by that debt are concerned by
the uptick nationally in the number of
cases ending up in court.

“We’re not sure why there’s such an
increase,” said Persis Yu, a staff attor-
ney at the National Consumer Law
Agency. “Certainly, there are a number
of remedies available to the depart-
ment without filing a lawsuit.”

Yu said those with debt need to work
hard with the Department of Education
to get the matter resolved, even if it’s a
relatively small payment plan.

“Avoiding a judgment in court is ve-
ry, very important. If you end up in
court and get a judgment against you,
you lose all control of how the debt is go-
ing to be paid off.”
❚ CONTACT DAVID JESSE: 313-222-8851 OR DJESSE
@FREEPRESS.COM

WHAT HAPPENS IF YOU DEFAULT ON A LOAN 
A person is considered to have default-

ed when he or she hasn’t made a loan
payment in 270 days.

During that time, the loan holder will
contact you about the nonpayment. It also
can accelerate the loan, meaning the
entire amount would be due in one lump
sum.

Once the loan is in default, it’s turned
over to a guaranty agency for collection.

When that happens, your federal or
state tax refund can be taken and applied
to your loan, and up to 15% of your wag-
es can be garnisheed.

If the guaranty agency can’t get you to
pay, it can turn your file over to the De-

partment of Justice for legal action. If that
happens, a complaint will be taken out in
federal court. A summons, letting you
know that you have been sued, will be
issued.

You have 21 days after being served to
respond in court. If you don’t, the at-
torney for the federal government will
draw up a default judgment, and the
court will enter a judgment against you.

From there, the attorney can garnishee
your wages up to 25%, place a lien on
your property and take other steps to get
the money.
Source: U.S. Department of Education

MORE INFORMATION
ON STUDENT LOANS
❚ To learn about deferment options, see
www.studentaid.ed.gov/repay-loans
/deferment-forbearance. 

❚ To learn more about PLUS loans, see
www.studentaid.ed.gov/types/loans
/plus#what-if-i-have. 

❚ If interested in seeking a deferment for
PLUS loans, contact the loan servicer to
ask how to get in-school deferment. The
servicer may refer the borrower to a
deferment form on its website, according
to Mark Kantrowitz, publisher of FinAid
.org. That form will need to be complet-
ed by the borrower and by the college
financial aid office.

❚ When attempting to get a deferment,
the borrower should call the servicer and
college until the form is acknowledged,
Kantrowitz said. He said the borrower
should continue to make payments until
he or she receives written confirmation
that the deferment has been approved.

❚ The Federal Student Aid Ombudsman
Group of the U.S. Department of Educa-
tion can help resolve disputes related to
Direct Loans, Federal Family Education
Loan Program loans, Guaranteed Student
Loans and Perkins Loans. You would
need to contact your loan servicer first
and try to work out the problems on your
own first. See this link for information:
www.studentaid.ed.gov/es/node/161. 
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Southfield attorney Charles Holzman has gone after thousands of people for delinquent student loans. “This is (taxpayer) money,”
he said. “Every dollar that I can bring back in is money the federal government can use to help other people go to college.”
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Herb Alexander attempts to serve someone who has defaulted on their student loan.
Experts predict that, as tuition costs go up, more Americans will default on their loans. 
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