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PREFACE

This operations manual—written by an anonymous collective of resistors, defaulters and allies from Strike Debt and
Occupy Wall Street—is for all those being crushed under
WKHZHLJKWRI GHEW,WDLPVWRSURYLGHVSHFLÀFWDFWLFVIRU
XQGHUVWDQGLQJDQGÀJKWLQJDJDLQVWWKHGHEWV\VWHPVRWKDW
we can all reclaim our lives and our communities. It contains practical information, resources and insider tips for
individuals dealing with the dilemma of indebtedness in
the United States today and also introduces ideas for those
who have made the decision to take collective action.
7KHV\VWHPRI PDÀDFDSLWDOLVPKDVPDGHLWGLIÀFXOW
if not impossible, for us to meet our basic needs, whether
we have debt or not, whether we pay it back or not. We
UHFRJQL]HWKDWLWLVQRWHDV\WRÀJKWWKLVV\VWHPWKDWLWLV
QRWHDV\WRZLWKGUDZFRQVHQWIURPDÀQDQFLDOZRUOGJRQH
mad. Make no mistake: the odds are stacked against us.
Laws surrounding debt lending, collection and buying are
notably complex, designed to keep debtors confused and
afraid. This manual is not designed to provide legal counsel; it is a political act of mutual aid. We are not lawyers;
you may want to consult one before doing anything that
you think might be illegal. Look seriously into any of the
options we present before taking action. Be smart.
As with any operations manual, this is a living document. We don’t claim to have all or even most of the
answers regarding debt. To produce this manual, we have
reached out to our networks to the best of our ability.
Some sections barely scratch the surface and in fact deserve their own book-length treatment. Researching debt
has uncovered many connections we didn’t expect, and we
know there are types of debt we haven’t addressed. It is
our hope that readers will have their own strategies to contribute to future versions of this manual. The contributors
HQYLVLRQWKLVÀUVWHGLWLRQQRWVLPSO\DVDGRFXPHQWWKDWwe

have made for you, but rather as the beginning of a project that we will all
build together—a collectively written manual for collective action. An online
version will be updated frequently and available at strikedebt.org. Any ideas,
plans, tips, corrections, resources, schemes—legal or otherwise—should be
sent to DROM@riseup.net; anonymity is the norm by which we operate.
Because there is so much shame, frustration and fear surrounding our
debt, we seldom talk about it openly with others. An initial step in building a
debt resistance movement involves sharing the myriad ways debt affects us,
both directly and indirectly. You are encouraged to share your experience at
Debt Stories, occupiedstories.com/strikedebt. Remember, you are not a loan!
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INTRODUCTION:

AN ODE TO THE DEBT RESISTOR

Everyone is affected by debt, from recent graduates paying hundreds of dollars in interest on their students loans
every month, to working families bankrupted by medical
bills, to elders living in “underwater” homes, to those taking out payday loans at 400% interest to cover basic living
FRVWV WR WKH WHDFKHUV DQG ÀUHÀJKWHUV IRUFHG WR WDNH SD\
cuts because their cities are broke, to countries pushed into
austerity and poverty by structural adjustment programs.
Everyone seems to owe something, and most of us
(including our cities) are in so deep it’ll be years before we
have any chance of getting out—if we have any chance at
all. At least one in seven of us is already being pursued by
debt collectors. We are told all of this is our own fault, that
we got ourselves into this and that we should feel guilty or
ashamed. But think about the numbers: 76% of Americans
are debtors. How is it possible that three-quarters of us
FRXOG DOO KDYH MXVW VRPHKRZ IDLOHG WR ÀJXUH RXW KRZ WR
properly manage our money, all at the same time? And why
is it no one is asking, “Who do we all owe this money to,
anyway?” and “Where did they get the money they lent?”
$W WKH VDPH WLPH ZH NHHS KHDULQJ DERXW ÀQDQFLDO
FDSLWDOLVPWKHIDFWWKDWPRVWRI WKHSURÀWVRQ:DOO6WUHHW
no longer have much to do with producing or even selling
anything, but are simply the fruits of speculation. This is
supposed to be very complicated—“Somehow they have
MXVWÀJXUHGRXWDZD\WRPDNHPRQH\RXWRI WKLQDLUQR
don’t even try to understand how they do it”—and very
distant from our everyday concerns.
In fact, bankers are allowed to make money out of
thin air—but only if they lend it to someone. That’s the
real reason everyone is in debt: it’s a shakedown system.
7KHÀQDQFLDOHVWDEOLVKPHQWFROOXGHVZLWKWKHJRYHUQPHQW
to create rules designed to put everyone in debt; then the
system extracts it from you. Overseas it operates through

ÀQDQFLDO VFDPV WKDW NHHS FKHDS JRRGV ÁRZLQJ LQWR WKH 8QLWHG 6WDWHV LQ D
way that would never be possible if not for the threat of U.S. military power.
Here at home it means endlessly making up new rules designed to put us
all in debt, with the entire apparatus of government, police and prisons providing enforcement and surveillance. Instead of taxing the rich to generate
money to build and maintain things like schools and roads, our government
actually borrows money from the banks and the public pays the interest on
these loans. As we’ve learned through scandal after scandal, this process is
riddled with fraud, rigged from the start to steal money that should be going
WRVRFLDOQHFHVVLWLHV)LQDQFLDOFDSLWDOLVPLVPDÀDFDSLWDOLVP
We gave the banks the power to create money because they promised to
use it to help us live healthier and more prosperous lives—not to turn us into
frightened peons. They broke that promise. We are under no moral obligation to keep our promises to liars and thieves. In fact, we are morally obligatHGWRÀQGDZD\WRVWRSWKLVV\VWHPUDWKHUWKDQFRQWLQXLQJWRSHUSHWXDWHLW
This collective act of resistance may be the only way of salvaging democracy because the campaign to plunge the world into debt is a calculated attack
on the very possibility of democracy. It is an assault on our homes, our families, our communities and on the planet’s fragile ecosystems—all of which
are being destroyed by endless production to pay back creditors who have
done nothing to earn the wealth they demand we make for them.
7R WKH ÀQDQFLDO HVWDEOLVKPHQW RI  WKH ZRUOG ZH KDYH RQO\ RQH WKLQJ WR
say: We owe you nothing. To our friends, our families, our communities, to
humanity and to the natural world that makes our lives possible, we owe you
everything. Every dollar we take from a fraudulent subprime mortgage speculator, every dollar we withhold from the collection agency is a tiny piece of our
own lives and freedom that we can give back to our communities, to those we
love and we respect. These are acts of debt resistance, which come in many
RWKHU IRUPV DV ZHOO ÀJKWLQJ IRU IUHH HGXFDWLRQ DQG KHDOWKFDUH GHIHQGLQJ D
foreclosed home, demanding higher wages and providing mutual aid.
The fact is, most debtors dare not reveal their names nor show their
IDFHV7KRVHZKRVWUXJJOHWRVWD\DÁRDWRUZKRKDYHIDOOHQLQWRGHIDXOWDUH
told that they are failures, inadequate and abject, and so they do not speak
out. There are literally millions of people who cannot pay the enormous
VXPVWKDWWKHÀQDQFLDOHOLWHVFODLPWKH\RZH7KH\DUHWKH,QYLVLEOH$UP\RI 
Defaulters. Instead of a personal failure, refusing to pay under our current
system is an act of profound moral courage. We see our situation as connected, and we can look for ways to step out of the shadows together. The Debt
Resistors’ Operations Manual is an attempt to assist this invisible army and all
other debt resistors in this struggle.
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I. CREDIT SCORES
AND CONSUMER
REPORTING AGENCIES:

SURVEILLANCE AND THE VICIOUS
CYCLE OF DEBT
Having a credit score is like having a tattoo of a barcode on
your forehead, and the tattoo artist is like a consumer reporting agency (CRA). It’s actually perverse—we all agree
WR EH ZDWFKHG ORFDWHG GHÀQHG FODVVLÀHG DQG HYDOXDWHG
And if we don’t? Financial banishment—we’re thrown to
the credit wolves and loan sharks.
This arrangement creates a caste system fueled by
fear and exclusion. Financial surveillance is a corrupt and
impersonal machine, not a system that genuinely determines people’s trustworthiness. Can’t make a credit card
payment because of health costs this month? It’s recorded. Got laid off and couldn’t pay tuition? It’s recorded.
Tried to pay a mortgage fee with an already-low checking
account? It’s recorded.
And who records all of this? The agencies, bureaus and
companies that are watching over us: Equifax, TransUnion
and Experian; ChexSystems and TeleCheck (to name only
the biggest). This chapter is about how these agencies conWUROXV³WKHLUPHWKRGVWKHLUPLVWDNHVWKHLUSURÀWV³DQG
how we can maintain dignity despite their power.
WHAT IS A CREDIT REPORTING AGENCY?

There are three major national credit reporting
agencies—Equifax, Experian and TransUnion—as well
as many smaller ones. In 2009, the big three CRAs had
combined revenues of more than $6.7 billion dollars.1
These agencies collect your information from creditors,
store it and send it out to those who request it in the
form of a “credit report.” They also compile it into a

“credit score” or “credit rating,” a much simpler number that allows for
the ranking of people.
These agencies started in the 1950s as regionally based companies that
would track the personal details of your life—when you got married, if you
got a ticket, or if you committed a crime. Before technology allowed for the
tracking of massive amounts of data, these companies could only compile information about a particular type of credit—like your regional banking history
or your mortgage—so data was not shared across industries.
2YHUWKHODVWIRUW\ÀYH\HDUVKRZHYHU&5$VKDYHFRPHWRSOD\DFUXFLDO
role in our ability to get access to even the basic requirements of life in our
society. If you need anything more than just a small purchase—heating, gas,
a phone line, medical care, education, personal transportation, insurance—
someone has to scan your “tattoo.” A number comes up on a screen. This
person can see the screen and you can’t. If they say your number is good,
then you can go ahead and buy what you need. If they say the number is bad,
WKLQJVZLOOEHFRPHDORWPRUHGLIÀFXOWIRU\RX
And the reach of CRAs is expanding: recently, a new phenomenon has
emerged that has been described as “mission creep.” Many landlords require
a credit score, which means that credit agencies have a power over your abilLW\WRÀQGKRXVLQJ,QVXUDQFHUDWHVDUHVWDUWLQJWRIDFWRULQFUHGLWVFRUHVWRR
Hospitals have begun to charge patients and determine access to health care
DFFRUGLQJWRWKHLUFUHGLWVFRUHV$QGÀQDOO\HPSOR\HUVKDYHEHJXQGHPDQGing that job applicants provide credit reports.
A tremendous amount of power over the daily lives of people is given to
organizations that operate almost entirely outside of public oversight, with
next to no democratic accountability.
s In recent studies, more than 20 million people found
material errors in their credit score calculations. 2
s The government currently regulates very little
of this entire process, including who can send
information to the people who compile your
score and who can access the information once its
compiled.
s Those in communities with higher concentrations
of people of color are twice as likely to have low
credit scores as those in other areas. Higher fees
and interest rates are imposed on those with low
credit scores, ensuring that class divisions along
racial lines remain unchallenged. 3
s It can seem difficult and futile to investigate or
sfqbjs!zpvs!dsfeju!tdpsf- !cvu!ju!jto(u/ !Uifsf!bsf!xbzt/ !
Keep reading to find out how.
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A SYSTEM RIDDLED WITH MISTAKES
As for how the system works, there are problems on every level. On the
ideological level, credit scores are crucial in creating and maintaining a culture of debt. How does this work? In order to qualify for most housing, for
example, you need to have a good credit score. And in order to have a good
credit score, you need to have, guess what? Debt. You might think that being
free of debt would qualify you for a good credit score, but that is not the case.
You will only have a credit history if you have existing debt. In yet another
way, the system forces you to enter into debt just to be able to provide for
your basic needs.
In addition, many credit reports are just plain wrong. A 2004 Public Interest Research Group (PIRG) study revealed that 79% of credit reports contained errors; 25% of these mistakes were serious enough to result in a credit
denial. More than half of all credit reports contained outdated information
or information belonging to someone else.4 With this number of mistakes,
you have to wonder what this system is really about.
You might think that because the rich actually use credit so much more,
they would be the ones mainly affected by these errors—not so. In fact, the
poorer you are, the more likely your credit agency is to make a mistake that
LQÁXHQFHV\RXUUDWLQJ
UNDERSTANDING YOUR CREDIT SCORE
The scoring models are endlessly complicated, and different agencies use
different ones, so it’s never entirely clear what you can do to improve your
score. With that said, the most commonly used model is “FICO” (Fair Isaac
Corporation), and we do know that that score is comprised of the following:
35% payment history
30% amounts owed
15% length of credit history
10% new credit
10% types of credit used
Although we don’t know exactly how these areas are evaluated, making
regular payments, not having too many credit cards or other lines of credit,
and keeping the ones you do have well below their limits will always help.5
SOME THINGS WE CAN DO
1. Demand accountability. The Consumer Financial Protection Bureau is
now an operating governmental body. We should ask if it’s doing its
job when it comes to credit scoring. If it isn’t, why not? If it is, can
it do more?
CREDIT SCORES AND CONSUMER REPORTING AGENCIES | 5

2. Demand regulation. Seven EU countries and seventeen Latin American
countries have public credit scoring agencies. Why don’t we?
3. Demand transparency. Although they’re hugely important to us, we have
little say in how or why our credit scores are calculated. Can there be a
democratization of credit scoring?
4. Check your numbers. We can change this system, but we have to know it
ÀUVW7KLVLVKRZWRGRLW
Go to: Annualcreditreport.com
Call 877-322-8228 or
Complete the Annual Credit Report Request Form and mail it to:
Annual Credit Report Service
P.O. Box 105281
Atlanta, GA 30348-5281
In order to receive your free report, you’ll need to provide your
name, address, Social Security number and date of birth. You may
need to give your previous address if you’ve moved in the past two
years. For security reasons, you may also have to give additional information like an account or a monthly payment you make.
Beware of scams: those charging to get your score or signing you
up for “free” services in order to access your score. And beware of
those offering to help your score; there is nothing they can do that you
can’t do more effectively and free of charge.
5. Demand accuracy. There are laws that protect debtors from unfair and
inaccurate credit score practices: the Truth in Lending Act, Fair Credit
Reporting Act, Fair Credit Billing Act and Equal Credit Opportunity
Act. All guarantee protection and the possibility for citizen-directed
credit scoring and reporting.
6. Reject the system. It is possible to live without a good credit score. If you
can muster the time and energy to make some life changes, you can
go totally off-grid. Below are some recommendations on how to live
ZLWKRXWWKHEHQHÀWVRI DJRRGFUHGLWVFRUH
3UHSDLGFHOOSKRQHVDUHDOZD\VDQRSWLRQ
)RUKRXVLQJXWLOLWLHVLI \RXKDYHDURRPPDWH\RXFDQDVNWKHP
to put the accounts in their name. If you live alone, ask a relative or friend.
2SWIRUVHUYLFHVWKDWGRQ·WUHTXLUHFUHGLWFKHFNV,I DFRPpany requires a check, try to talk them out of it. Build up
an old-fashioned trusting relationship by spending time
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talking with the person. They may choose to bypass the
credit check.
 &UHDWH \RXU RZQ FUHGLW UHSRUW SXW WRJHWKHU D SRUWIROLR
showing you are a trustworthy person (reference letters,
job history, life narrative).
&KHFNOLVWLQJVIRUKRXVLQJFDUVDQGRWKHUQHFHVVLWLHVWKDWDUHLQformal and don’t go through brokers or other formal agencies.
2IIHUWRSXWGRZQODUJHUGHSRVLWVLQOLHXRI DFUHGLWFKHFN
%XLOGQHWZRUNVRI PXWXDOVXSSRUWLQ\RXUFRPPXQLW\VR\RX
rely less on outside services.
DIY credit repair
It is best to repair your bad credit score yourself. This helps you avoid
VFDPVDQGÁ\XQGHUWKHUDGDURI WKH&5$VZKRDUHORRNLQJWREORFNFUHGLW
repair companies from gaming their system. There is a host of books, websites, articles and other resources dealing with this issue. Below are the steps
we recommend taking:
1. Get a copy of all three of your credit reports.
2. Review your credit reports and note every single error. Note incorrect
spellings of your name, inaccurate data and any “derogatory” information.
3. Write letters disputing negative information and errors to the corresponding agencies.
4. Describe in your letter how you found out your credit was bad and
how shocked you were at all of the errors the agencies have been reporting. Then ask them “per the Fair Credit Reporting Act (FCRA)
enacted by Congress in 1970,” to either provide physical proof of
their claims or delete the mistakes immediately.
Include your name, current address and Social Security number on
your letter. You should not include any additional information.
6LPSO\OLVWWKHHQWU\WKDW\RXDUHFKDOOHQJLQJDQGEULHÁ\H[SODLQ
why you are challenging it. You only need to write a couple of words to
do this—less is more. Say things like “this is not mine,” or “this record
is inaccurate.” Be sure to make the letter sound unique to you. If you
GRQRW\RXPD\ÀQGWKDWWKH&5$UHVSRQGVE\VD\LQJWKDW\RXUFODLP
is “frivolous.” This is the way they get rid of credit repair companies,
and why you should not use one of them. There are competing theories on whether or not you should challenge everything on your report
all at once. You are legally entitled to have each item you challenge
YHULÀHGDWDQ\SRLQWLQWLPH
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When sending your letter, request a “return receipt” or “delivery
FRQÀUPDWLRQµ7KH&5$KDVGD\VWRUHVSRQGWR\RXUGLVSXWH,I 
they do not respond within that time frame, you will have evidence
that they are in violation of the Fair Credit Reporting Act.
'RQ·WJLYHXSDIWHUWKHÀUVWURXQG:LWKLQDPRQWK\RXZLOOUHFHLYH
a response from the CRAs. Typically, they will only state whether or
not they were able to verify an item. For any items they claim to have
YHULÀHG\RXVKRXOGFRQWDFWWKHFUHGLWRUGLUHFWO\DQGGHPDQGWKDWWKH\
provide proof that the debt is yours. You can also continue to challenge the entry with the CRA. (See Appendix A for sample letters.)
If you play this game, you really can win (eventually). Keep pressing on
and hammering them with letters demanding they correct their mistakes and
they will eventually get sick of your letters and start deleting negative trade
lines from your report just to shut you up. Assume that you will be writing
letters for six months to a year, but you should see a substantial improvement
to your credit report and score within three months. As usual, the person
who yells the loudest for the longest wins. And don’t forget, repairing your
credit score is not necessarily about regaining validity in the eyes of the system: it is about challenging an exclusionary and unjust surveillance machine.
CONSUMER REPORTING AGENCIES FOR CHECKING ACCOUNTS

The credit score is an essential piece of economic surveillance, but it’s
not the only one. There are other ways of watching us and keeping us in
check. Everyone has a credit score; many people also have a checking account. Just as a series of private corporations monitors your borrowing activity in the economy, a different group of private corporations monitors your
FKHFNLQJDFFRXQW$QGMXVWDVWKHFUHGLWVFRUHFRPSDQLHVPDNHDSURÀWIURP
calculating your score, consumer reporting agencies monitoring checking accounts make a killing when you overdraft or miss a payment.
ChexSystems and TeleCheck are two examples. Financial institutions report instances of “account mishandling” to them. TeleCheck primarily deals
with bad check writing while ChexSystems, used by over 80% of banks in the
8QLWHG6WDWHVGHDOVZLWKWKDWDQGPRUHQRQVXIÀFLHQWIXQGV 16) RYHUdrafts, fraud, suspected fraud and account abuse. Retailers can report bad
checks to Shared Check Authorization Networks (SCAN), which can in turn
report to ChexSystems. When someone tries to open an account elsewhere,
WKHDJHQF\QRWLÀHVWKHLQVWLWXWLRQDERXWWKDWDSSOLFDQW·VKLVWRU\
Unlike the seven-to-ten–years timeframe observed by credit reporting
DJHQFLHVFKHFNLQJLQIRUPDWLRQUHPDLQVLQWKHV\VWHPIRUÀYH\HDUVXQOHVV
ChexSystems or TeleCheck is forced to remove it earlier. Another difference
is that ChexSystems, unlike credit bureaus, only provides negative information
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in their reports. Therefore, a single banking error can result in losing an acFRXQWDQGFDXVHLPPHQVHGLIÀFXOW\WU\LQJWRRSHQRQHXSHOVHZKHUH6RPHthing as inconsequential as failing to rectify a deliberately confusing overdraft
fee is enough to negate decades worth of “responsible” banking.
AVOIDING CHEXSYSTEMS/TELECHECK
There are some steps that can be taken to avoid triggering a ChexSysWHPVRU7HOH&KHFNUHSRUWLQWKHÀUVWSODFH2I FRXUVHWKHUH·VQRJXDUDQWHH
because you’re not exactly dealing with trustworthy institutions. But it certainly doesn’t hurt to know your balance before writing checks to make sure
they won’t bounce. And if your checkbook ever gets stolen, report it to your
bank or credit union immediately. When you are closing an account, be sure
to discontinue all automatic payments, wait until you’re certain that all checks
you’ve written have cleared and formally close the account instead of simply
taking all of your money out.6
FIGHTING CHEXSYSTEMS/TELECHECK
Suppose that, in spite of your best efforts, you still end up with a report from one of these consumer reporting agencies. There are a number
RI SRVVLEOHDSSURDFKHVZLWKYDU\LQJGHJUHHVRI GHVLUDELOLW\7KHÀUVWLVWR
try to live without an account. As Chapters VII and VIII will illustrate, this
FDQEHGLIÀFXOWEXWPDQ\SHRSOHKDYHQRRSWLRQEXWWRVXUYLYH´XQEDQNHGµ
$QRWKHUDSSURDFKZRXOGEHRSHQLQJDQDFFRXQWDWDÀQDQFLDOLQVWLWXWLRQWKDW
does not use ChexSystems or TeleCheck. A state-by-state directory is available at nochexbanks.org. This approach, however, is not available for those
who do not live near any of these banks or credit unions. In some states, you
can take a six-hour “Get Checking” course, upon completion of which you
FDQRSHQDQDFFRXQWDWDSDUWLFLSDWLQJÀQDQFLDOLQVWLWXWLRQ%XWWKHUHLVD
course fee, and guess who sponsors the program? A parent corporation of
ChexSystems by the name of eFunds.7
It would seem that simply paying the bank for the debt you ostensibly
owe might alleviate the situation. In actuality, you may be worsening your
VLWXDWLRQ 7KLV LV EHFDXVH WKH EDQN FDQ UHSRUW DFWLYLW\ WR WKH DJHQFLHV ÀYH
years from the date you last paid. If you have a debt from 2010, it would be
removed from your report in 2015 if you ignored it. This would present its
fair share of problems, but if instead you paid the debt four years down the
line, then it might haunt you until 2019. That’s four more years of struggling
to open a checking account than if had you done nothing.8 In other words,
the older the debt, the less worthwhile it is to pay back.
$ ÀQDO RSWLRQ IRU FRQVLGHUDWLRQ KHUH LV WR DFWLYHO\ ÀJKW WKH UHSRUWLQJ
DJHQF\DVZHOODVWKHEDQNWKDWUHSRUWHG\RX7KHÀUVWVWHSLVREWDLQLQJD
copy of your report.
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Getting a report
Regardless of your account history, you are entitled to a free copy every
twelve months. If you are denied an account because of your report, you are
entitled to a free copy within sixty days from the consumer reporting agency
that is responsible. To request a copy of your report, go to consumerdebit.
FRPIRU&KH[6\VWHPVRUÀUVWGDWDFRPIRU7HOH&KHFN
When making a request, only provide information that is necessary, such
as your name, Social Security number, address and possibly a previous address. They may ask for a work address or phone number, or your current
checking account number, but you do not need to provide them with this
information. You can simply say that you’re currently unemployed and/or
don’t have a current checking account.9
If the agency refuses to provide you with a copy of your report or you
fail to receive it within sixty days of being denied an account, you can submit a
complaint to the Federal Trade Commission (FTC) at ftccomplaintassistant.gov.
7KHQVHQGDOHWWHUYLDFHUWLÀHGPDLOWR&KH[6\VWHPVRU7HOH&KHFNQRWLI\LQJWKHP
WKDWWKH\DUHLQYLRODWLRQRI WKH)DLU&UHGLW5HSRUWLQJ$FWDQGWKDWWKH\KDYHÀIteen days to send you a copy of your report. Let them know that you are willing
to pursue legal action and that you have already contacted the FTC.
Writing angry letters
,I LWWXUQVRXWWKDWDGHEWRQ\RXUUHSRUWLVIURPPRUHWKDQÀYH\HDUV
DJRGRQRWÀOHDGLVSXWH,QVWHDGVHQGDOHWWHUUHTXHVWLQJWKHGHEWEHUHPRYHGRQWKHJURXQGVWKDWLWLVRYHUÀYH\HDUVROG,QRWKHULQVWDQFHV\RX
should write a letter disputing negative information contained in the report.
First, send some angry letters to the reporting agency:
1. Send an initial dispute letter to ChexSystems or TeleCheck (see Appendix B, sample letter #1 6HQGLWYLDFHUWLÀHGPDLOZLWKUHWXUQUHFHLSW
requested. Make copies of the letter and send it to your lawyer if you
have one.
If your dispute is based on an annual report, then the agency must
UHSO\ZLWKLQIRUW\ÀYHGD\VRI UHFHLYLQJ\RXUOHWWHU,I \RXUGLVSXWHLV
based on a report that resulted in you being denied an account, then
the agency must reply within thirty days of receiving your letter.
If they respond, they must state in their response whether they
were able to contact someone to verify the information contested in
WKH UHSRUW ,I  \RX GR QRW FRQWDFW WKHP GXULQJ WKH WKLUW\IRUW\ÀYH
GD\VDIWHU\RXUÀUVWOHWWHUWKH\DUHOHVVOLNHO\WRUHVSRQGZKLFKLQWXUQ
means it is more likely that they will be forced to remove the disputed
information on your report.
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,I WKH\ZHUHDEOHWRYHULI\WKHQLWVWD\VLQWKHUHSRUW
 ,I  WKH\ ZHUH XQDEOH WR YHULI\ WKHQ WKH LQIRUPDWLRQ PXVW EH
deleted.
2. Send a “demand for removal” letter (see Appendix B, sample letter #2).
:LWKLQÀIWHHQGD\VWKH\PXVWSURYLGH\RXZLWKWKHDGGUHVVDQG
SKRQHQXPEHURI WKHÀQDQFLDOLQVWLWXWLRQWKDWWKH\FRQWDFWHG
If they do not respond to your “demand for removal” letter within
ÀIWHHQGD\VVHQGDSURFHGXUDOUHTXHVWOHWWHU see Appendix B, sample letter #3).
 ,I  WKH\ GR QRW UHVSRQG WR \RXU LQLWLDO GLVSXWH ZLWKLQ WKLUW\
IRUW\ÀYHGD\VWKHQVHQGD´SURFHGXUDOUHTXHVWµOHWWHU see Appendix B, sample letter #3).
,I \RXFDQSURYHWKDWWKHUHZDVDQHUURUDQGSURYHWKDWWKHLU
IDLOXUHWRUHPRYHWKHGLVSXWHGLQIRUPDWLRQKDVFDXVHG\RXÀnancial harm (i.e., you cannot open a checking account), then
you can pursue legal action.
 <RX FDQ DOVR SUHVHQW \RXU VLGH RI  WKH VWRU\ LQ RQH KXQGUHG
words or less, which will be attached to your report. When
banks are making a decision about letting you open an account, they will at least get to see your statement too.
7KHQVHQGVRPHPRUHDQJU\OHWWHUVWRWKHÀQDQFLDOLQVWLWXWLRQ
3. Banks are legally required to be 100% accurate in their reporting. Look
for any type of error: incorrect name, Social Security number, address,
GROODUDPRXQWVGDWHRI ODVWDFWLYLW\GDWHDFFRXQWÀUVWEHFDPHQHJDtive. If a mistake is found, send a “demand for removal” letter to the
reporting institution’s manager or executive.
,I WKHEDQNRUFUHGLWXQLRQKDVUHSRUWHGDFFRXQWDEXVHVXVpected fraud or fraud to ChexSystems or TeleCheck, see Appendix B, sample letter #4.
,I WKHEDQNRUFUHGLWXQLRQKDVUHSRUWHG16)WR&KH[6\VWHPV
or TeleCheck, see Appendix B, sample letter #5.

CREDIT SCORES AND CONSUMER REPORTING AGENCIES | 11

RESOURCES

WEBSITES
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DROMFremstad).
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DROMMary2).

12 | THE DEBT RESISTORS' OPERATIONS MANUAL

II. CREDIT CARD DEBT:
THE PLASTIC SAFETY NET

Although American workers continue to lead the world in
productivity, we haven’t had a raise since the early 1970s.
Over the last four decades, we’ve been working longer and
longer, trying to keep up with the rising costs of living—
housing, healthcare, education. Yet we haven’t actually
managed to keep up without plastic. In the early 1980s,
U.S. household debt as a share of income was 60%. By
WKHWLPHRI WKHÀQDQFLDOFULVLVWKDWVKDUHKDGJURZQ
to exceed 100%. So, despite all our exertions over the last
four decades, the 99% have only gone deeper into the red,
in debt to the 1%. The reason is clear: we’re in debt beFDXVHZH·UHQRWSDLGHQRXJKLQWKHÀUVWSODFHDQGWKHUH·V
barely any “welfare state” left to pick up the slack. This
setup is called ÀQDQFLDOL]DWLRQ.
Credit cardholders are one of the many categories
of debtors being asked to pay for Wall Street’s disaster.
Although fewer Americans continue to hold credit cards
than before the crisis, most still do—and some hold lots of
them. One in seven Americans had ten or more, according
to one recent survey. With nearly 700 million credit cards
in circulation, it’s fair to say that having a wallet full of plasWLFKDVQRZEHFRPHRQHRI WKHGHÀQLQJIHDWXUHVRI $PHULFDQOLIH³RXUSODVWLFVDIHW\QHW$QRWKHUGHÀQLQJIHDWXUH
is debt, almost $1 trillion of it being credit card debt. The
average American household with at least one credit card
owes nearly $16,000 in credit card debt.
This doesn’t mean we should be grateful to the credit
card industry for throwing us “lifelines.” These lines of
credit aren’t designed to save us, but to reel us in. The standard practices of today’s credit card industry come closer
to pimping or drug dealing than old-fashioned prudential
lending. Credit card companies make most of their money
from people who are “disconnected”—socially, emotionalO\UHVLGHQWLDOO\HWF³DQGODFNVRFLDOVXSSRUW,QDÀQDQFLDO

system characterized by lack of transparency, credit cards are the most complicated and perhaps the most hazardous product of all. Whereas auto loans,
student loans, closed-end bank loans and most mortgages have one or two
SULFHWHUPV À[HGRUWLHGWRDQLQGH[ FUHGLWFDUGVIHDWXUHDPXOWLSOLFLW\RI 
complicated fees. Adam Levitin, a legal scholar and leading expert on bankruptcy, warns that in addition to these explicit price points there are many
hidden fees in the form of credit card billings. Added up, these “gotcha” fees
cost American families over $12 billion a year.1
Think about it. That’s $12 billion stolen from struggling American families through trickery. And where does that money go? To banks, to the
ÀQDQFLDO VHFWRU 0RQH\ WKDW FRXOG KDYH EHHQ XVHG WR LPSURYH WKH TXDOity of people’s lives, to purchase goods and services in local, real economies is going instead to service debt, which means it’s going to Wall Street,
to the 1%.
Although total national credit card debt is small in comparison with mortJDJHGHEWHIIHFWLYH$35V DQQXDOSHUFHQWDJHUDWHV DUHDWOHDVWÀYHWLPHVDV
high. The moment consumers get into trouble, the card companies pounce,
imposing penalties, even retroactively. These practices are clearly unfair and
DEXVLYH$QGWKHUH·VFRQVLGHUDEOHGRXEWWKDWWKHUHJXODWLRQVVSHFLÀHGLQWKH
Credit Card Accountability, Responsibility, and Disclosure (CARD) Act of
2009 will be able to stop them.
HISTORY IN REVERSE

The credit card industry used to make its money on interest rates, but
WKDWQHYHUDPRXQWHGWRPXFK:KHQWKH\ZHUHÀUVWLQWURGXFHGLQWKHV
universal credit cards such as Visa and MasterCard were offered as loyalty
rewards only to banks’ best customers. This group was limited to upper-middle-class and upper-class white men, who typically paid off their monthly
balances. The appeal of the cards was convenience and prestige, not a need
for credit. Banks lost money on the product, but the idea was to build loyalty
in order to do even bigger business down the road. The banks got something
in return as well: the wealthiest, most powerful men served as walking advertisements for the cards every time they used one.
A series of legal changes (effectively eliminating usury laws by allowing
all lenders to register in South Dakota, where no such laws existed) and the
growth of computer networks that could trace credit ratings led to an explosion of credit card use in the 1980s. Interest-rate deregulation helped transIRUPFUHGLWFDUGVIURPEDQNV·ORVVOHDGHUVLQWRSURÀWHQJLQHV1HZSURJUDPV
made it possible to unearth the most lucrative “revolvers,” those who often
FDUU\KLJKEDODQFHVEXWDUHXQOLNHO\WRGHIDXOW&DUGFRPSDQLHVÀJXUHGRXW
how to use so-called “risk-based pricing” to charge women and people of
color more to use their cards.
14 | THE DEBT RESISTORS' OPERATIONS MANUAL

,QWKHVLWZDVGLIÀFXOWIRUDZRPDQWRJHWDFUHGLWFDUGZLWKRXWKHU
husband’s signature—even harder if she were single or divorced.2 According
to the National Council of La Raza, Latino/as are more likely to have higher interest credit cards.3 Card companies claim that interest rate charges are
based on “risk.” But there is an abundance of evidence that risk ratings are
largely determined by where you live. This is just a continuation of “redlining” (assigning risk on the basis of location). In the past, redlining was used
to deny residents and businesses in predominantly Black neighborhoods access to credit, without using explicitly racial/ethnic criteria. Today, high risk
ratings are no longer used to deny credit but to charge more for it, which
VHWVXSDVHOIIXOÀOOLQJSURSKHF\EHLQJGHVLJQDWHGÀQDQFLDOO\´ULVN\µDFWXDOO\
IXUWKHUH[SRVHVRQHWRXQIDLUDQGDEXVLYHÀQDQFLDOSUDFWLFHV
As more people acquired credit cards throughout the 1980s and ’90s,
the “free” credit used by the wealthiest households was subsidized by the
KLJKUDWHVDQGIHHVSDLGE\WKHPRVWÀQDQFLDOO\GLVWUHVVHGKRXVHKROGV7KLV
is sometimes called “risk pooling,” although typically pooling involves those
with more subsidizing those with less; here, it’s exactly the reverse. According
to Robert D. Manning, founder of the Responsible Debt Relief Institute and
author of Credit Card Nation, “A carefully guarded secret of the industry is
that about a quarter of cardholders have accounted for almost two-thirds of
interest and penalty-fee revenues. Nearly half of all credit card accounts do
QRWJHQHUDWHÀQDQFHDQGIHHUHYHQXHVµ4
7RGD\WKHUHDUHPRUHWKDQÀYHWKRXVDQGFUHGLWFDUGLVVXHUVEXWDPDMRULW\
of these (and the debt they manage) are owned by—you guessed it—the big
banks. The top three—Citigroup, Bank of America and JPMorgan Chase—
control more than 60% of outstanding credit card debt.5 We’re talking about
the same giant “too-big-to-fail” institutions that ruined the economy through
WKHLURZQLUUHVSRQVLEOHÀQDQFLDOPDFKLQDWLRQV,QWKH\HDUVEHIRUHWKHÀQDQFLDO
crash, the industry grew exponentially, starting in the ’90s when credit card
FRPSDQLHVÀUVWÀJXUHGRXWWKDWWKH\PDGHPRUHPRQH\OHQGLQJWRSHRSOHZKR
carried monthly balances on their cards than to customers who promptly paid
them off. From 1993 to 2007, the amount charged to U.S. credit cards went
from $475 billion to more than $1.9 trillion. Late fees have risen an average of
160%, and over-limit fees have risen an average of 115% over a similar period
(1990–2005).6 American households have been swimming in debt and losing
DVLJQLÀFDQWSRUWLRQRI WKHLUWRWDOLQFRPHWRSHQDOWLHVDQGIHHV$GDP/HYLWLQ
calculates that a single repricing due to a billing trick can cost a family between
an eighth and a quarter of its discretionary income.
After the crash, families scrambled to get out of debt. Some were helped
by the useful, if limited, regulatory reforms prescribed by the CARD Act of
2009. Credit card debt is down by perhaps 15% overall and cardholders are
on to the industry’s old tricks. The problem is, card companies are busy devising new tricks. The total amount of credit card debt remains staggeringly
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high, and card issuers are still free to charge whatever rates of interest they
OLNH RQO\QRQSURÀWFUHGLWXQLRQVDUHUHTXLUHGE\&RQJUHVVWRDELGHE\DQ
interest rate ceiling of 15%). In the nine months between the passage and
implementation of the CARD Act, credit card issuers did their best to jack
up interest rates, reduce lines of credit, increase fees and water down rewards programs. For millions of unemployed and underemployed Americans
it may be too late. Their credit scores are already shot and their borrowing
costs are through the roof. And now that credit scores are widely used as a
screening tool for job applicants, these workers face even greater challenges
LQÀQGLQJHPSOR\PHQW
THE TRICKS OF THE TRADE
From risk rating to pricing to credit limit determination, industry policies
are extremely opaque and seem designed to keep cardholders in the dark.
Analysts at the website Credit Karma, however, were able to analyze a sample
of over 200,000 credit cards. An examination of the relationship between
credit scores, income and credit limits indicated that higher credit scores get
you higher credit limits, regardless of income. Low credit scores, no matter
your income, keep credit limits low.7 A history of compliance with minimum
payments is more important to issuers than current ability to repay.
Credit card companies don’t mind if you’re late paying your bill or if
you maintain a balance, as long as you go on paying your monthly minimum.
Cardholders who never carry balances on their cards have long been known
inside the industry as “deadbeats,” money-losers. Since almost all of the inGXVWU\·VSURÀWVFRPHIURPODWHIHHVDQGLQWHUHVWUDWHSHQDOWLHVLWGHSHQGVRQ
your slipping up. This is why monthly statements are intentionally designed
to be confusing. If they change the design of your statement—say, by moving a box to the left, or making the print a little smaller—in such a way as to
cause even one cardholder out of a thousand to misunderstand and miss a
SD\PHQWWKDW·VPLOOLRQVRI GROODUVLQDGGLWLRQDOSURÀWIRUWKHP,QWKHSDVW
they would trip up consumers by intentionally making the due date fall on a
Sunday or a holiday. This enabled them to extract even more from late fees,
the whole time insisting it was all your fault.
The CARD Act outlawed several predatory practices that companies
used to trick you into paying more. For instance, in the past, companies needHGWRJLYH\RXRQO\ÀIWHHQGD\VQRWLFHEHIRUHXSSLQJUDWHVRUPDNLQJRWKHU
changes to your contract, leaving little time to negotiate. Now companies are
UHTXLUHGWRQRWLI\\RXIRUW\ÀYHGD\VLQDGYDQFH8+RZHYHUWKLVQRWLÀFDWLRQ
will most likely be mailed to you, so make sure you read everything your credit card company sends you.
Since the 1990s, credit card pricing has been a “game of three-card monte,” according to Adam Levitin. “Pricing has been shifted away from the
upfront, attention grabbing price points, like annual fees and base interest
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rates, and shifted to back-end fees that consumers are likely to ignore or underestimate.”9 If consumers are unable to gauge the true price of products,
KRZFDQZHEHH[SHFWHGWRXVHWKHPHIÀFLHQWO\DQGUHVSRQVLEO\"
For a credit card company, the perfect customer is one who charges up
a very large amount of debt impulsively, sits on it for a year or two so as to
EXLOGXSPD[LPXPKLJKUDWHLQWHUHVWFKDUJHVÀQDOO\IHHOVJXLOW\DQGSD\VLW
all back without asking any questions. That’s why they used to besiege high
school and college students with free card offers: credit card companies calculated that students were likely to spend impulsively, attempt to avoid the
problem and eventually call their parents to foot the bill. The CARD Act
restricts extensions of credit to those under twenty-one unless they have a
cosigner or a proven means of income. Credit card companies are no longer allowed to hand out free gifts at or near colleges or college-sponsored
events.10 6LQFH FUHGLW FDUG FRPSDQLHV PDNH VR PXFK RI  WKHLU SURÀWV IURP
binge behavior, for them to lecture consumers on the moral duty to repay is a
bit like drug dealers chiding their customers for becoming addicted to heroin.
Goading you to sin while trying to make you feel guilty for giving in is the
industry’s modus operandi.
Of course, the overwhelming bulk of credit card debt isn’t driven by impulse spending at all, but by the predicaments of people trying to make ends
meet. That’s why the average carded household owes nearly $16,000 on their
card(s). For example, one survey found that 86% of people who lose their
jobs report having to live, to at least some degree, off of their credit cards
XQWLOWKH\ÀQGQHZMREV6LPLODUO\QHDUO\KDOI RI $PHULFDQKRXVHKROGVRZHG
money on out-of-pocket medical expenses on their credit cards. According to
a recent survey, medical bills are a leading contributor to credit card debt, affecting nearly half of low- to middle-income households; the average amount
of medical debt on credit cards is $1,678 per household.20 The examples are
endless, and they reveal textbook predatory behavior. Banks, card issuers and
collectors exploit our precarity. They take our money any way they can, often
XVLQJXQHWKLFDOLOOHJDODQGH[WUDOHJDOPHDQV³PDÀDVW\OH
WHAT CAN YOU DO?

Obviously, no one wants to sit on a huge pile of “revolving” credit card
debt accruing interest at usurious rates every month. Unfortunately credit
cards are the double-edged sword of the credit score world. If you have
cards with high balances, your score goes down. If you have no credit card,
your score goes down. Having a low credit score can keep you from receiving
things like a mortgage loan. Do you see the Catch-22? If you don’t buy on
credit, then banks will see you as “risky,” and will not loan to you. On the
other hand, if you have a credit card but you spend too much, then you will
be denied a loan. If you can’t avoid having the cards, you can sidestep the
WUDSVWKH\VHWIRU\RXE\DFWXDOO\UHDGLQJWKHÀQHSULQW
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Websites such as Card Hub (cardhub.com) and Credit Karma (creditkarma.com) offer free tools to help you understand and navigate credit reports
and credit scores, and to compare credit cards; Card Hub even provides customized disclosures for different cards.
Think about how important your credit score is to you, and how strongly
you are committed to preserving it. Consider the risks. This involves looking
into the future, which always makes things more complicated and multiplies
WKH´XQNQRZQVµ6WDUWE\ÀQGLQJRXWZKHUH\RXFXUUHQWO\VWDQG*HW\RXU
free credit report (see Chapter I) and make sure it’s accurate.
So what can you do? There are a number of options, ranging from legal
action to bankruptcy to simply refusing to pay.
GOING TO COURT
You may have seen those lawyers who appear on late night TV promising
they can get you out of debt. Surprisingly—since the world is full of scam artists—some of them actually can. This is how the honest ones do it:
What most people don’t realize is that legally, there’s nothing special about
owing money. A debt is just a promise and, contractually, no promise is more
or less sacrosanct than any other. If you sign with a credit card company, both
you and the company are agreeing to abide by a contract that is equally binding
on both of you. The small print applies to both sides, so if American Express
KDVIDLOHGWRIXOÀOODQ\RI LWVFRQWUDFWXDOREOLJDWLRQVIRULQVWDQFHLWVREOLJDWLRQ
to alert you promptly of a change of policy, that’s just as much a violation of
contract as your failure to pay the agreed-on sum. Knowing how this industry
works, any skilled lawyer with a copy of the contract and access to all relevant correspondence is likely to discover half a dozen ways the company has violated its
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contractual obligations to you. In the eyes of the law, both parties are guilty; therefore, you need to renegotiate the terms of the relationship. This usually means the
judge will knock off half or even three-quarters of the total sum owed.
The fact is, this process is riddled with fraud on a scale that is only now
beginning to be revealed. “The same problems that plagued the foreclosure process—and prompted a multibillion-dollar settlement with big banks—are now
emerging in the debt collection practices of credit card companies,” the New York
Times recently reported. “As they work through a glut of bad loans, companies
like American Express, Citigroup and Discover Financial are going to court to
recoup their money. But many of the lawsuits rely on erroneous robo-signed
documents, incomplete records and generic testimony from witnesses, according
to judges who oversee the cases.” Lenders are “churning out lawsuits without regard for accuracy, and improperly collecting debts from consumers.” One judge
told the paper that he suspected a full 90% of lawsuits brought by credit card
FRPSDQLHVZHUH´ÁDZHGDQGFDQ·WSURYHWKHSHUVRQRZHVWKHGHEWµ11
In some cases banks have sold credit card receivables known to be inaccurate or already paid. In a series of 2009 and 2010 transactions, Bank of
$PHULFDVROGFUHGLWFDUGUHFHLYDEOHVWRDQRXWÀWFDOOHG&$&+//&EDVHG
in Denver, Colorado. Each month CACH bought debts with a face value
of as much as $65 million for 1.8 cents on the dollar.12 The cut-rate pricing
suggests the accounts’ questionable quality, but what is remarkable is that
the bank would even try to sell them and that it could make money from
them. Over the last two years, Bank of America has charged off $20 billion
in delinquent card debt. An undisclosed portion of the delinquent debt gets
passed along to collectors. Once sold, rights to such accounts are often resold
within the industry multiple times over several years. Other banks have also
admitted that their debt sale contracts may be riddled with inaccuracies.
The lesson is, always keep copies of everything. Always keep the option
of legal action open and make sure the credit card companies know that
you’re doing so.
WHAT HAPPENS IF YOU JUST DON’T PAY?
After ninety days, your account goes into default and the credit card
company has the option of sending it off to a debt collection agency. They
don’t really like this option, because they will be taking a huge loss. That’s
how debt collection agencies make their money. They buy up the debt at pennies on the dollar, often through brokers, and then try to collect the whole
thing, plus fees for the cost of collection. The original lender takes a loss.
No doubt they can get some of it back through tax accounting and no doubt
WKH\ÀJXUHDFHUWDLQSHUFHQWDJHRI WKDWORVVLQWRWKHLUEXVLQHVVPRGHOEXW
ultimately, they would rather this didn’t happen.
Obviously this is a bad thing for you as well: it means you will be hounded by a collection agency and your credit score will take a major hit. If you
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want to borrow in the future, it might not be possible. If you are able to borrow, you will be charged much higher interest rates. If that isn’t a concern,
then go ahead, default: it’s free money! But for most of us, it is a problem, so
we must turn to other expedients.  
NEGOTIATING WITH YOUR CREDIT CARD COMPANY
Since credit card companies don’t want you to default, you can usually
negotiate. They will often offer a substantial reduction on what you owe
them if they think your defaulting is the only other option. Remember: even
if you offer them ten cents on the dollar, that’s more than they would be getting if they sold it to a collection agency. On the other hand, they don’t want
to set a precedent—they know that if everyone just held out and negotiated
a 90% reduction their business would be ruined. So they are being pulled in
two different directions. This is important to bear in mind when you negotiate. If you’re seriously thinking about negotiating, see carreonandassociates.
com for the exact sequence of procedures for how to do it.
DEFAULT VERSUS BANKRUPTCY
If you declare bankruptcy, your credit card debts may be wiped out or
OHVVHQHGKRZHYHULWLVDFRPSOH[SURFHVVZKLFKFDQYHU\ZHOOEDFNÀUH,I \RX
are thinking of declaring bankruptcy, please refer to Chapter X of this manual.
In addition, bankruptcy will affect your credit rating for the next seven to ten
years. The statute of limitations on defaults—the amount of time creditors or
collectors have after you default to try to get it back legally—differs from state
to state, from as little as three years to as many as ten. But after it’s over, you’re
entirely off the hook and it’s easy to wipe the default off your record. Which
option to choose will vary with circumstances. Try to get all information about
the different possibilities in your state of residence before you decide.
WHAT ABOUT THOSE PEOPLE WHO USE ONE
CREDIT CARD TO PAY INTEREST ON ANOTHER?
7KHUHGHÀQLWHO\DUHSHRSOHZKRKDYHÀJXUHGRXWWKHURSHV³WKHZD\WKDW
your credit score interacts with multiple credit card accounts, and so forth—
so well that they can live off their credit cards for years before defaulting. It
can be done. The major proviso we would offer is: this is basically a scam,
and scams like this tend to be extremely time-consuming. Making your living
this way is not all that much easier than making a living in a more conventional way and it has the disadvantage of ensuring you have to think about
FUHGLWFDUGVDOOWKHWLPH,I \RXGRQ·WPLQGWKDWDQGKDYHÀJXUHGRXWDOOWKH
SRVVLEOHOHJDOUDPLÀFDWLRQVDQGDFFHSWWKHPWKHQJRDKHDG%XWJRLQJ´RII 
WKHÀQDQFLDOJULGµLVSUREDEO\HDVLHU
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III. MEDICAL DEBT:

BNFSJDB( T!TJDL!DSFBUJPO

WHAT IS MEDICAL DEBT?

If you’re having trouble paying medical bills, you are
certainly not alone. About 62% of all personal bankruptcies in the United States are linked to medical bills or illness, and three-quarters of those bankrupted had health
insurance when they got sick.1 That’s about one medical
bankruptcy every ninety seconds.
Medical debt is debt that individuals accrue when they
are charged, but don’t or can’t yet pay for, out-of-pocket
health-care-related expenses charged by the hospital, clinic
or doctor (provider). As soon as you pull out the plastic
and put it on your credit card—something strongly advised
against when trying to manage medical bills—it becomes
personal or consumer debt.
There are many ways you can incur medical debt. According to the American Journal of Medicine, “Among medical debtors, hospital bills were the largest medical expense
for 48%, drug costs for 19%, doctors’ bills for 15%, and
insurance premiums for 4%.”2

  
Dr. David Himmelstein, M.D., founder of Physicians
gps! b! Obujpobm! Ifbmui! Qsphsbn- ! tubuft! #qsjwbuf!
health insurance is akin to an umbrella that melts
jo! uif! sbjo/ ! Ju! tjnqmz! jto(u! uifsf! gps! zpv! xifo! zpv!
nptu!offe!ju/#3

U.S. PAYS MORE FOR HEALTH CARE, BUT GETS LESS
People in other industrialized countries have no concept of medical debt. That’s because they have a system
of universal healthcare that spreads risk across the populaWLRQ86KHDOWKFDUHGRHVH[DFWO\WKHRSSRVLWHWKHÀQDQFLDO
burden is placed on the most vulnerable individuals, while
the cost of care increases and coverage becomes skimpier.

Health insurance is supposed to guarantee that you get the care you need without going bankrupt, but in the U.S. health system, it may very well do neither.
The World Health Organization places the United States health care sysWHPÀUVWLQVSHQGLQJ SHUFDSLWD DQGWKLQTXDOLW\RI FDUH4 Spending was
estimated at over $8,500 per person (or 17.9% of the GDP) last year.5 At
the same time, the United States ranked last among “high-income” countries
on amenable mortality—that is, deaths that could have been prevented with
access to effective health care.6
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Why does health care cost so much?
One of the largest driving forces of health care cost lies with the high
overhead expenses of health insurance companies, such as advertising, underwriting costs and lavish payouts to executives and shareholders. These expenses absorb
at least 12% of premiums—amounting to billions of dollars a year that could otherwise be spent on health care. Medicare’s overhead, meanwhile, is at 1.42%.7
Even with the passage of the new health reform law, the Affordable Care Act,
WKHUHZLOOEHDQH[SDQVLRQLQWKHUROHRI SULYDWHKHDOWKLQVXUDQFHDQGIRUSURÀWFDUH
with an increasingly rapid transfer of public money to private hands leaving patients
in the dust.
HOW TO BETTER UNDERSTAND MEDICAL BILLS8

HOSPITAL BILLS
#B!gfx!npouit!bhp- !J!xbt!jo!uif!iptqjubm!gps!b!xffl/ !
J(n! tujmm! hfuujoh! cjmmt/ ! Uifsf! bsf! tp! nboz! cjmmt- ! boe!
they are from different departments in the same
iptqjubm" !Ipx!dbo!J!ufmm!uifn!bqbsu@ #

When you receive a medical bill:
.HHSHYHU\ELOO
6HSDUDWHGRFWRUV·ELOOVIURPWKHKRVSLWDO·VELOOV1RWHYHU\VHUYLFHSURvided during your hospital stay will be included in the hospital’s bill.
 7KH RULJLQ RI  WKH ELOO LV D VLJQLÀFDQW IDFWRU LQ GHWHUPLQLQJ ZKHWKHU
you’re entitled to a discount.
'LIIHUHQWDFFRXQWQXPEHUVRQWKHELOOVPD\KHOSLQGLFDWHWKHGLIIHUHQW
providers.
$VNWKHKRVSLWDO·VELOOLQJRIÀFHIRUDQLWHPL]HGELOO7KLVELOOZLOOVHSarately list all hospital charges. You have a right to know what you’re
being charged for.
,I \RXKDYHWURXEOHXQGHUVWDQGLQJZKLFKVHUYLFHV\RX·UHEHLQJFKDUJHG
for and by whom, call the telephone number listed on the bill to help
clarify.
 ,I  \RX·UH LQVXUHG UHYLHZ \RXU LQVXUDQFH SROLF\ WR EHWWHU XQGHUVWDQG
the expenses for which you are responsible versus those covered by
the plan.
,QDGGLWLRQWRPDNLQJVXUH\RXUHFHLYHFRYHUDJHWKDW\RX·UHHOLJLEOHIRU
avoid putting medical bills on your credit card.9 Doing so converts
your medical expenses to consumer debt, which puts you in an even
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worse place. Having credit card debt instead of medical debt likely
PHDQVJUHDWHUIHHVDQGSHQDOWLHVDQGJUHDWHUGLIÀFXOW\VHFXULQJDMRE
or mortgage.

  You can challenge your hospital bills for many reasons:
,I \RXEHOLHYHWKHELOOZDVQRWFDOFXODWHGFRUUHFWO\
,I \RXEHOLHYH\RX·UHEHLQJFKDUJHGWZLFHIRUDVLQJOHVHUYLFH
,I \RXEHOLHYH\RXULQVXUDQFH³HLWKHUSXEOLFRUSULYDWH³VKRXOGKDYH
covered some or all of the charges for which you are being billed.
PRIVATE INSURANCE BILLS
Be careful about referrals! Sometimes patients admitted to an in-network
hospital by their in-network provider incur huge bills as a result of out-ofnetwork referrals during their hospital stay. This is because commercial insurance plans do not require their in-network doctors to refer patients to other
in-network doctors.
If you have a plan with limited out-of-network coverage, or with
none at all, tell your doctor not to refer you to out-of-network doctors.
Ask each specialist who treats you in the hospital whether they accept
your health plan. Anesthesia bills can be very costly; request an in-network anesthesiologist who accepts your plan and ask to have this request
written in your chart.
DOCTORS’ BILLS
Call your doctor right away if you think your bill is wrong.
)LQGRXWZKDWWKHELOOLVIRU<RXPD\EHUHVSRQVLEOHIRUFRSD\VRU
deductibles, depending on your plan.
0DNHVXUHWKDWWKHGRFWRUKDVall of your insurance information. If you
have coverage from multiple sources—private insurance, Medicare
and/or Medicaid—make sure that the doctor knows about all insurance plans and has sent claims to all. Some insurance sources require
payment to be made in a certain order, so if the doctor fails to submit a
claim to all sources, your claim may be denied. For example, Medicaid
pays last; as a result, Medicaid will deny payment if the claim was not
ÀUVWVXEPLWWHGWR\RXURWKHULQVXUHUVVXFKDV0HGLFDUHRUFRPPHUFLDO
plans for payment.
,I \RXUHFHLYHFDUHIURPDQRXWRIQHWZRUNGRFWRU\RXPD\KDYHWRSD\
up front and submit the claim yourself. Clarify this with your doctor.
For help submitting a claim, call the unsurer.
0RVWLQVXUDQFHSODQVKDYHWLPHOLPLWVIRUVXEPLWWLQJFODLPV0DNHVXUH
not to miss these deadlines.
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Persuading doctors to reduce their bills
7HOO\RXUGRFWRUVLI \RX·UHKDYLQJDKDUGWLPHSD\LQJDELOO<RXFDQ
DVN IRU D GLVFRXQW DQG RIIHU WR VHQG UHFHQW ÀQDQFLDO LQIRUPDWLRQ
such as proof of income, recent bank statements and proof of major expenses.
,I \RXUHFHLYHGÀQDQFLDODLGIRU\RXUKRVSLWDOELOODVNWKHSULYDWHGRFWRU
if they would be willing to reduce the bill on that basis.
$VN\RXUGRFWRUIRUDQLQVWDOOPHQWSODQLQVWHDGRI VHQGLQJWKHELOOWRD
collection agency. If the doctor agrees to an installment plan, ask for it
in writing. However, if you can no longer afford the payment plan the
account may be sent to a collection agency.
CHALLENGING MEDICAL BILLS IN COLLECTIONS
The best way to challenge a medical bill in collections is to simultaneously ensure that your privacy rights under HIPAA (Health Insurance Portability
and Accountability Act of 1996) have not been violated. You can ask for
the debt to be validated with a fee breakdown. This is almost impossible to
provide without a violation to your rights under HIPAA. See Appendix C for a
sample letter for this purpose.
WHAT DO YOU DO IF YOU NEED CARE NOW?

GOING TO THE EMERGENCY ROOM
If you have to go to the hospital, you cannot be turned away from
the emergency room. All you can do is get the care you need and figure
out how to pay for it later. If you receive a bill that you cannot afford,
go as soon as you can to the hospital’s financial aid or billing center.
Some hospitals can lower your payments based on your level of income.
Be persistent.
Stories of lying about identity to avoid emergency room bills have been
UHSRUWHGWRXVFRQÀGHQWLDOO\<RXFRXOGFRQVLGHUFKDQJLQJ\RXULGHQWLI\LQJ
information so they cannot track you down to bill you, but use extreme caution to avoid getting caught.
FREE CARE
In the New York City area, the Coalition of Concerned Medical Professionals works to connect people who have been denied care with medical
professionals who will donate their services. They can be reached only by
phone at (718) 469-5817.
In a future version of this manual, we intend to devote considerable space to discuss
meeting basic needs at little to no cost, including but not limited to health care.
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HOW TO CHOOSE A HOSPITAL
There are different types of hospitals with different types of programs
LQDOOÀIW\VWDWHV0DQ\VWDWHVRIIHU´XUJHQWFDUHµRU´IUHHFOLQLFVµZKLFKSURvide very basic services, but you may still need insurance to access even these
services. Private and public hospitals also have different programs. Public
hospitals receive more state and federal funding and should be able to help
\RXÀQGZD\VWRORZHU\RXUPHGLFDOELOOV,I \RXNQRZWKLVLQIRUPDWLRQLQ
advance, you can request which hospital to be taken to if you end up in an
ambulance. The National Association of Free and Charitable Clinics (nafcFOLQLFVRUJ DOORZV\RXWRÀQGIUHHFOLQLFVQHDU\RX
DENIED TREATMENT?
Protest to get the care you need. Corporations want to avoid bad press.
If you are denied health care, you can organize public demonstrations to demand that you’re given the care you need. Once public controversy is created,
corporations may reverse their decision to withhold care.
END MEDICAL DEBT BY FIGHTING FOR UNIVERSAL HEALTH CARE

7KHRQO\UHDOVROXWLRQLVWRFKDQJHWKHV\VWHPIURPLWVFXUUHQWIRUSURÀW
PRGHOWRDQRQSURÀWPRGHOZKLFKKDVSURYHGVXVWDLQDEOHHOVHZKHUHLQWKH
world. Of the thirty-three countries with a UN Human Development Index
of 0.9 or higher, the United States is the only one without universal healthcare. Half of the remaining thirty-two nations have single-payer healthcare—
that is, the state provides insurance and pays for all expenses except co-pays
and coinsurance.10 This could happen in the United States by lowering the
DJH RI  HOLJLELOLW\ IRU 0HGLFDUH IURP VL[W\ÀYH WR ÀIW\ÀYH DQG XS WKHQ WR
IRUW\ÀYH DQG XS DQG VR RQ ORZHULQJ WKH DJH HYHU\ FRXSOH RI  \HDUV XQWLO
everyone has access to comprehensive coverage.
Some states are experimenting with moving to single-payer systems. Vermont is working on implementing a publicly funded universal health care
system. This could prove to be a model for the nation in reversing the trend
WRZDUGVJUHHGDQGSURÀWWKDWGRPLQDWHVRXUKHDOWKFDUH
-RLQ WKH ÀJKW IRU VLQJOHSD\HU XQLYHUVDO KHDOWK FDUH DQG KHOS EXLOG WKH
movement to end medical debt!
 $FWLYLVWV DQG DGYRFDWHV FDQ FRQWDFW +HDOWKFDUH12: DW KHDOWKcare-now.org.
+HDOWKSURIHVVLRQDOVFDQFRQWDFW3K\VLFLDQVIRUD1DWLRQDO+HDOWK3URgram at pnhp.org.
,I \RX·UHLQDXQLRQFRQWDFW1DWLRQDO1XUVHV8QLWHGDWQDWLRQDOQXUVHsunited.org.
2UJDQL]HZLWK2FFXS\:DOO6WUHHW&RQWDFW+HDOWKFDUHIRUWKHRU
Doctors for the 99% at owshealthcare.wordpress.com.
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Healthcare-NOW! (healthcare-now.org)
National Nurses United (nationalnursesunited.org)
Healthcare for the 99% (owshealthcare.wordpress.com)
National Association of Free and Charitable Clinics (nafcclinics.org)
Physicians for a National Health Program (pnhp.org)
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IV. STUDENT DEBT:

FORECLOSING ON THE FUTURE

These days, everyone is telling you that a college degree
is the only way to get a decent job. Fear of an uncertain
ÀQDQFLDOIXWXUHGULYHVPDQ\RI XVWRZDUGKLJKHUHGXFDWLRQ
HVSHFLDOO\LQWRH[SORLWDWLYHIRUSURÀWFROOHJHV/HQGHUVDUH
PDNLQJSURÀWVRII RI WKDWIHDUDQGVRHGXFDWLRQKDVEHcome one of the biggest debt traps in our society. Not only
have college costs continued to skyrocket, but increasingly you are told that a bachelor’s degree is just not good
enough; now you need a master’s degree too, and these are
often the most expensive of all with few grants available to
those who are scrambling to enroll.
Two-thirds of students leave college with an average
of $27,000 in debt. With too few jobs on the horizon, it’s
QR VXUSULVH WKDW GHIDXOW OHYHOV DUH ULVLQJ OLNH ÁRRGZDWHUV
41% of the class of 2008 is already delinquent or in default.1 This gives rise to a different kind of fear—that our
futures have been foreclosed—leading many into depression and even suicide.
In 2012, total student debt in the United States surpassed the $1 trillion mark. This is higher than credit
card debt or any other kind of consumer debt with the
exception of mortgage debt. Some analysts think there is
a student debt bubble about to burst. This might not be a
bad thing for debtors. After all, they can’t repossess your
degree or your brain. Or at least not yet. But while hedge
funds might bet on the outcome, you probably shouldn’t.
This section explains how student debt was created,
ZKRSURÀWVIURPLWDQGKRZ\RXFDQVXUYLYHDVDGHEWRU
Above all, you should know that you are not alone if you
are facing default. There are ways of resisting, especially by
acting together. In the long term, we need to put the United
States back on the sizable list of countries (many of them
OHVVDIÁXHQW WKDWPDQDJHWRIXQGIUHHKLJKHUHGXFDWLRQ

HOW IT GOT SO BAD

Going to public college used to be pretty affordable, especially for those
on the GI Bill, or those who went to public colleges like CUNY or the University of California. Starting in the early 1980s, state funding began to erode—
public college costs have risen by 500% since 1985.2 Neoliberal policy-making
KDVWUDQVIHUUHGWKHÀQDQFLDOEXUGHQRQWRLQGLYLGXDOVWXGHQWV7KLVPHDQV\RXU
future salary will be used to pay back the debts you got stuck with to prepare
\RXUVHOI IRUHPSOR\DELOLW\LQWKHÀUVWSODFH+DYLQJWRSD\IRUHGXFDWLRQWKURXJK
debt is a form of indenture. And unlike traditional forms of indenture, it can
take a lifetime to regain your freedom.
Wall Street has made a killing on this system, especially the queen of student
lending, Sallie Mae. How did this happen? Bear with us—it gets complicated.
Created in 1972 as a government agency, Sallie Mae has since been fully privatized. Sallie Mae has a hand in both types of student loans: federal and private.
7KH\DOVRSURÀWE\RULJLQDWLQJVHUYLFLQJDQGFROOHFWLQJVWXGHQWORDQV3
Between 1972 and 2010, loans were considered federal when originated by
ÀQDQFLDOLQVWLWXWLRQV LQFOXGLQJ:DOO6WUHHWEDQNV EXWJXDUDQWHHGDQGVXEVLGL]HG
by the government. In 2010, the Obama administration cut out the middlemen so
that any federal loan taken out is now originated directly by the federal government.
But don’t be fooled, these “federal” loans are still serviced by a group of
select private institutions, including Sallie Mae. In addition, federal loans have
XQMXVWLÀDEO\KLJKUDWHVRI LQWHUHVW  ,VWKHJRYHUQPHQWSURÀWLQJ"<HVDQG
the proceeds are used to pay the bill for wars and Wall Street bailouts.
Furthermore, federal loans rarely meet the full cost of education, leaving
most students with no choice but to take out private loans to make up the difference. Even though only 20% of all current student loans are private, in ten to
ÀIWHHQ\HDUVWKH\ZLOOKDYHVXUSDVVHGIHGHUDOORDQV7KHVHSULYDWHVWXGHQWORDQV
are subject to different terms and have much higher interest rates.
&KDQFHVDUH\RXUXQLYHUVLW\ÀQDQFLDODLGRIÀFLDOVDUHLQFDKRRWVZLWKSULYDWH
OHQGHUV$LQYHVWLJDWLRQE\WKH1HZ<RUN6WDWH$WWRUQH\*HQHUDO·V2IÀFH
FRQFOXGHGWKDWWKHEXVLQHVVUHODWLRQVKLSEHWZHHQOHQGHUVDQGXQLYHUVLW\RIÀFLDOV
amounted to an “unholy alliance.” Lenders paid kickbacks to universities based
RQWKHORDQYROXPHWKDWÀQDQFLDODLGRIÀFHVVWHHUHGWKHLUZD\OHQGHUVDOVRJDYH
DOOH[SHQVHVSDLG&DULEEHDQYDFDWLRQVWRÀQDQFLDODLGDGPLQLVWUDWRUVDQGHYHQ
put them on their payroll. In addition, lenders set up funds and credit lines for
schools in exchange for being placed on preferred-lender lists.4
In spite of these scandals, and despite the NYS Attorney General’s recommendation that bankruptcy protections be restored to student lenders,
QRWKLQJ KDSSHQHG 7KH VWXGHQW ORDQ UDFNHW ZDV MXVW WRR SURÀWDEOH WR EH
reined in by a few regulators. In 1998, federally-backed loans were declared
ineligible for bankruptcy, and after prolonged pressure from Wall Street, private loans became ineligible in 2005. As if that’s not enough, the government
also granted enormous collection powers to lenders. They can garnish your
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ZDJHVDQGVHL]HWD[UHWXUQVZLWKRXWHYHQUHTXHVWLQJDOHJDOKHDULQJÀUVW(YHQ
Social Security and disability wages are subject to garnishment.5
7KLVODFNRI SURWHFWLRQKDVPDGHGHIDXOWZLOGO\SURÀWDEOHIRUOHQGHUV
On average, 120% of a defaulted loan is ultimately collected. In fact, in 2003
6DOOLH0DHGLVFORVHGWKDWLWVUHFRUGEUHDNLQJSURÀWVZHUHGXHLQVLJQLÀFDQW
part to collections on defaulted loans. In 2001, Sallie Mae was caught defaulting loans without even trying to collect the debt. This rapacious conduct is
the norm in some corners of the industry.6
As in the subprime mortgage market, many private loans are securitized—packaged and sold to the highest bidder as Student Loan Asset-Backed
Securities (SLABS). These SLABS account for almost a quarter—$234.2 billion—of the aggregate $1 trillion debt. Since SLABS are often bundled with
other kinds of loans and traded on secondary debt markets, investors are not
RQO\VSHFXODWLQJRQWKHULVNVWDWXVRI VWXGHQWORDQVEXWDOVRSURÀWLQJIURP
resale of the loans though collateralized derivatives.7
THE SOCIAL IMPACT
The human toll of all this is becoming increasingly visible. For a host of
disturbing accounts of student debt, it’s well worth reading Alan Collinge’s
book Student Loan Scam: The Most Oppressive Debt in U.S. History—and How We
Can Fight Back$QGLW·VFHUWDLQO\QRWKDUGWRÀQGVWXGHQWGHEWKRUURUVWRULHV
on the internet.
A military veteran reports that he has paid $18,000 on a $2,500 loan and
Sallie Mae claims the man still owes $5,000. The bankrupt husband of a social worker, bedridden after a botched surgery, tells of a $13,000 college loan
balance from the 1980s that ballooned to $70,000. A grandmother subsisting
on Social Security has had her payments garnished to pay off a $20,000 loan
balance resulting from a $3,500 loan she took out ten years ago, before she
underwent brain surgery. These loans increase so rapidly due to compounding interest in combination with deferment and forbearance programs. In
fact, only 37% of student loans are in repayment at any given time. The other
63% are accruing interest, adding fees and becoming more and more likely to
add to the 5 million student loans already in default.8
During the Great Recession, African Americans lost almost all of the
economic gains they made after the civil rights movement. As a result, African American students have borrowed more for education than whites, and
they are twice as likely to be unemployed on graduation. Worse still, students
RI FRORUDUHPXFKPRUHOLNHO\WRHQUROOLQIRUSURÀWVFKRROVZKLFKKDYHKLJK
non-completion rates and account for nearly half of student loan defaults.
It’s no surprise that the default rate for African Americans is four times that
of whites.9
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AVOIDING DEFAULT

Your loan becomes delinquentWKHÀUVWGD\DIWHU\RXPLVVDSD\PHQW7KH
delinquency will continue until all back payments are made. Loan servicers
report all delinquencies of at least ninety days to the three major credit buUHDXV$VZH·YHVHHQLQ&KDSWHU,DQHJDWLYHFUHGLWUDWLQJPD\PDNHLWGLIÀcult for you to meet your basic necessities.
Student loans are generally considered in default when you fail to make a
payment for 270 days for a federal loan or 120 days for a private loan. If you
want to avoid default, try to make at least one payment every 120 or 270 days.
If you haven’t defaulted but are alarmed about not being able to pay your
student loans, do not panic. If you just graduated, many loans provide an automatic six-month deferment period. And if you have federal loans, you can
extend this period on an annual basis either through deferment or forbearance programs. Deferment on certain loans halts interest during periods of
unemployment, economic hardship, temporary disability and while the debtor is in school. Although forbearance does not stop interest from accruing,
it does allow for some breathing room. But keep in mind that this will cause
your loan amount to increase. Typically, the interest is compounding annually,
which means that at the end of a year, it will be added to the principal and
you will have to pay interest on that too. This can cause loans to mushroom,
so check to see if you qualify for deferment before entering into forbearance.
It may also be helpful to consolidate all of your loans into one. You
can only consolidate federal loans with other federal loans and private loans
with other private loans. Often there are incentives for consolidation, such
as interest rate reductions for on-time payment or direct debit. It is sometimes possible to ask the originator of the loan to recall it, taking it out
of the hands of a guarantee agency and then make arrangements with the
original lender.
There are a couple of newer programs that may also be helpful: the
Income-Based Repayment Plan (IBR) and Public Service Loan Forgiveness
(PSLF). Income-based repayment allows you to adjust payment to meet your
income by capping payment at 15% of income based on family size. A single
individual with no children making under $20,000 would pay 2.4% of income
toward student debt whereas a family of four making under $100,000 would
SD\RI WKHLULQFRPHWRZDUGVWXGHQWGHEW$IWHUWZHQW\ÀYH\HDUVDQ\
remaining student loan debt would be forgiven. Public Service Loan Forgiveness provides forgiveness of federal student loan debt after ten years of conWLQXRXVHPSOR\PHQWE\DQ\QRQSURÀWWD[H[HPSW F  RUJDQL]DWLRQD
federal, state, local or tribal government agency including the military, public
schools and colleges or while serving in AmeriCorps or the Peace Corps.
You may also be eligible if your employer is not a religious, union or partisan
political organization and provides public services.10
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BEING IN DEFAULT
If you are about to default on a student loan, remember that you are
not alone. There are approximately 4 to 5 million other Americans that have
already done so. While default can be a political act (especially when done en
masse), these are the consequences you may be subject to:
<RXUORDQVPD\EHWXUQHGRYHUWRDFROOHFWLRQDJHQF\
<RX ZLOO EH OLDEOH IRU WKH FRVWV DVVRFLDWHG ZLWK FROOHFWLQJ \RXU ORDQ
including court costs and attorney fees.
<RXFDQEHVXHGIRUWKHHQWLUHDPRXQWRI \RXUORDQ
<RXUZDJHVPD\EHJDUQLVKHG )HGHUDOODZOLPLWVWKHDPRXQWWKDWPD\
be garnished to 15% of the borrower’s take-home or “disposable”
pay. This is the amount of income left after deducting any amounts
required by law to be deducted. The wage garnishment amount is also
subject to a ceiling that requires the borrower to be left with weekly
earnings after the garnishment of at least thirty times the Federal minimum wage, per 34 CFR 682.410(b)(9), 34 CFR 34.19(b) and 15 USC
1673(a)(2).
<RXUIHGHUDODQGVWDWHLQFRPHWD[UHIXQGVPD\EHLQWHUFHSWHG
 7KH IHGHUDO JRYHUQPHQW PD\ ZLWKKROG SDUW RI  \RXU 6RFLDO 6HFXULW\
EHQHÀWSD\PHQWV7KH866XSUHPH&RXUWXSKHOGWKHJRYHUQPHQW·V
ability to collect defaulted student loans in this manner without a statute of limitations in Lockhart v US (04-881, December 2005).
<RXUGHIDXOWHGORDQVZLOODSSHDURQ\RXUFUHGLWKLVWRU\IRUXSWRVHYHQ
\HDUVDIWHUWKHGHIDXOWFODLPLVSDLGPDNLQJLWGLIÀFXOWIRU\RXWRREWDLQ
an auto loan, mortgage or even credit cards. A bad credit record can
DOVRKDUP\RXUDELOLW\WRÀQGDMRE7KH86'HSDUWPHQWRI (GXFDtion reports defaulted loans to TransUnion, Equifax and Experian (see
Chapter I).
<RXZRQ·WUHFHLYHDQ\PRUHIHGHUDOÀQDQFLDODLGXQWLO\RXUHSD\WKHORDQ
in full or make arrangements to repay what you already owe and make
at least six consecutive, on-time monthly payments. You will also be
LQHOLJLEOHIRUDVVLVWDQFHXQGHUPRVWIHGHUDOEHQHÀWSURJUDPV
<RXZLOOEHLQHOLJLEOHIRUGHIHUPHQWV
6XEVLGL]HGLQWHUHVWEHQHÀWVZLOOEHGHQLHG
<RXPD\QRWEHDEOHWRUHQHZDSURIHVVLRQDOOLFHQVH\RXKROG11
7KHVHPHDVXUHVDUHKDUVKEXW\RXFDQFRQWLQXHWRÀJKWDVDQLQGLYLGual. Unfortunately, bankruptcy is not an option for student debtors, except
occasionally in cases of permanent disability or “undue hardship.” Although
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dent debt from reports, it is not impossible. You can use the strategies and
resources outlined in Chapter IX to demand that CRAs and debt collectors
SURYH WKDW WKH DPRXQW RI  \RXU GHEW LV IXOO\ YHULÀDEOH 7KLV ZLOO UHTXLUH D
concerted letter-writing campaign, but you may be pleasantly surprised by
the results. Often, record keeping is poor and there are no accessible records
tying you to a debt. Although a court judgment is not required before your
paycheck, bank account or tax return is garnished, you are entitled to an administrative hearing if you request one.
If you want to get out of default, you can often rehabilitate your loan by
entering into an agreement to make twelve consecutive on-time payments to
the original lender or guarantee agency in exchange for the removal of the prior
delinquency history from your credit report. Be sure to get this agreement in
writing and to be clear about how this will be entered on your credit report.
KNOW YOUR LOANS
As the amount of middlemen standing between you and your loan continues to increase, it can be hard to know who guarantees, originates, serYLFHV DQG FROOHFWV \RXU ORDQV 7R ÀQG WKLV LQIRUPDWLRQ DERXW \RXU IHGHUDO
loans, visit the national student loan database at nslds.ed.gov/nslds_SA. It’s
a little more complicated when dealing with private loans. FinAid is a great
ÀUVW UHVRXUFH IRU XQGHUVWDQGLQJ WKH GLIIHUHQW LQVWLWXWLRQV LQYROYHG ÀQDLG
org/loans/studentloans.phtml. It’s important to fully understand your own
situation, since the laws can differ. For example, state guarantee agencies
are exempt from the Fair Debt Collections Practices Act, but any private
collection agency hunting you down must comply with this law. So be aware
of their illegal practices and know your rights. This FinAid page about deIDXOWLQJRQVWXGHQWORDQVLVDJRRGSODFHWRVWDUWÀQDLGRUJORDQVGHIDXOW
phtml. Abusive debt collection behavior is also highlighted in Chapter IX.
We recommend you read it carefully.
COLLECTIVE ACTION TOWARDS CHANGE

,I ZHÀJKWWKLVV\VWHPDORQHWKHEHVWZHFDQKRSHIRULVWRNHHSRXU
heads above water. The good news is that those suffering with student debt
have begun to organize. Collective action is the only true solution. At this
point, there are several campaigns under way.
Student Loan Justice (founded in 2005) and Forgive Student Debt to
Stimulate the Economy (founded in 2009) aim at persuading lawmakers to
reform the system. Both organizations have pushed for policies restoring
bankruptcy protection and partial debt forgiveness. Unfortunately, these reasonable proposals have produced little in the way of legislative change. Four
attempts at restoring bankruptcy protection have ultimately failed. And in
spite of over one million names on a petition urging Congress to pass a tenSTUDENT DEBT | 35

\HDUSDUWLDOIRUJLYHQHVVSURJUDPODZPDNHUVKHDYLO\EHKROGHQWRWKHÀQDQFH
industry, have not budged. Unfortunately, these measures will not de-commodify education nor claim it as a public good.
The Occupy Student Debt Campaign (OSDC) emerged in 2011 in tandem with Occupy Wall Street as part of a global uprising against neolibHUDOLVP7RÀJKWWKHGHEWÀQDQFLQJRI HGXFDWLRQ26'&SURSRVHVGLYHUVH
collective strategies of direct action, including a campaign of collective debt
refusal. For more details, refer to the OSDC website (below).
OSDC believes that our public education system must be free, that any
future student loans must be offered at zero interest, that all university institutions must be transparent and accountable, and that all current student
debt must be cancelled. These principles, or principles like them, should be
the foundation of any student debt movement.
$OORI WKHVHPRYHPHQWVFDQEHIRXQGRQOLQHLI \RXZDQWWRÀQGRXWKRZ
to join a larger collective to help effect change.
RESOURCES

WEBSITES

)LQ$LG ÀQDLGRUJ
Forgive Student Loan Debt to Stimulate the Economy (forgivestudentloandebt.com)
Income-Based Repayment Info (ibrinfo.org)
Occupy Student Debt Campaign (occupystudentdebtcampaign.org)
Student Loan Justice (studentloanjustice.org)
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V. HOUSING DEBT:

WHY THE AMERICAN DREAM IS A
DANGEROUSLY MEAN PRANK
If you’re living in an “underwater” home (the value of your
home is lower than your mortgage), you’re probably thinking, “how did I get myself into this mess?” You’re probably
feeling like there was something you could have or should
have known. But what we were told about the security of
real estate was in fact never true. In reality, the rapid growth
RI WKHKRXVLQJPDUNHWZDVDQDUWLÀFLDOFUHDWLRQEDVHGRQD
secretive relationship between banks and the government.
This chapter will explain the long history that produced what we refer to as the “subprime bubble,” and
KRZWKHV\VWHPDFWXDOO\RSHUDWHV:KHQWKHÀUVWZDYHRI 
WKH ÀQDQFLDO FULVLV KLW LQ  WKHUH ZDV QR ZD\ DQ\ RI 
us could have imagined how bad things would really get.
But the crisis has exposed the dynamics of the system and
produced a potential political force 40 million strong with
nothing more to lose.
A LITTLE BIT OF HISTORY

You can’t escape the need for shelter. But in America, this
basic need is entangled with our fervent belief in the American Dream. When you hear the story, it sounds like the American Dream existed from the beginning of time, but it was really created in 1934 when the government decided to partner
with the banks to create a housing market. Since then, we’ve
been believers in a fantasy that has driven the 99% to take on
more and more debt just to have a home to live in.
Before the 1930s, the vast majority of Americans did
not own their homes nor have any hope of doing so. If
you wanted to join the 40% of Americans who owned
their homes, you would either have had to pay cash, or to
have known someone who would lend you the money. The
lender could be a bank, but only if you had a good relationship with your local banker. And even then, they would

only allow you to borrow 50% of the property value—and you had to pay it
RII LQWKUHHWRÀYH\HDUV
By 1934, with household income on the rise, the need for public housing
allegedly decreased. The federal government came to believe that increased
homeownership was the key to unlocking credit and creating new jobs. The
Housing Act of 1934 established the Federal Housing Administration (FHA)
for the purpose of providing mortgage insurance for residential properties.
The FHA also created the Federal National Mortgage Association (a.k.a. Fannie Mae) to provide a secondary market where banks could sell mortgages.
In other words, the banks partnered with the government so that they could
SURÀWLPPHGLDWHO\UDWKHUWKDQZDLWLQJIRUWKHPRUWJDJHWREHSDLGLQIXOO
This combination of insuring and buying mortgages quickly led to mortgages being offered for up to 90% of home value. Payment terms were exWHQGHGWRÀIWHHQ\HDUVDWÀUVWWKHQWRWKLUW\2I FRXUVHWKHFUHDWLRQRI WKH
modern mortgage expanded the market enormously—by the 1970s, homeownership had grown to 65%.
This partnership between the banks and government agencies continues
today with the vast majority of mortgages on the books of FHA, Fannie
Mae, and Freddie Mac—in other words on the backs of the taxpayers. In
2011, the federal government guaranteed more than 95% of mortgages.1
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THE OWNERSHIP SOCIETY
The reality of growing ownership was a shifting burden of risk from
business and publicly subsidized housing to you, the individual “owner.” In
addition to creating a “society of homeowners,” the expanding mortgage
market created a society of debtors. Instead of building affordable housing,
checked by the ability to pay for a home in a relatively short period of time,
prices grew to accommodate the longer payment terms.
Although you probably associate the “Ownership Society” with
George W. Bush, the concept actually came out of Clinton-era policy.
The stated goal of Clinton’s “National Homeownership Strategy: Partners in the American Dream” program was to extend homeownership to
8 million low-income buyers. This policy opened the door for the subSULPH OHQGLQJ LQGXVWU\ WR GHYHORS QHZ SURGXFWV VSHFLÀFDOO\ WDUJHWHG DW
low-income people of color. While the burden of public housing was lifted off of the government’s shoulders, mortgage debt was coming down
like a ton of bricks on unsuspecting families of color. A steady increase in
foreclosures followed.
Although the FHA will allow you to put down only 3.5% of home value,
they’ll charge you higher interest rates and require the purchase of additional mortgage insurance. The banks designed complicated products including
adjustable rate mortgages, interest-only payments, negative amortization and
hybrids of all three. And the government never told you that if its agencies
weren’t operating as a secondary mortgage market (allowing banks to sell
their risk immediately) this would never have been possible. They left you
with all the risks and banks with all the gain.
Oddly enough, actual levels of ownership only expanded by a couple of
percentage points. Although wages have stagnated or declined, and the percentage of full-time workers has decreased, more and more of us have been
getting mortgages. In some states, 65% of mortgages were originated after
+RZHYHUWKHYDVWPDMRULW\RI PRUWJDJHVZHQWWRWKRVHUHÀQDQFLQJRU
trading up. Very few new homeowners were actually created.
If you were under the impression that the housing market could grow
perpetually, you were not alone. We were told time and time again that, in
the housing market, what went up would never come down. Too bad they
forgot to mention that the banks wouldn’t lose if you couldn’t pay. And,
oops, they also forgot to mention that you would be paying as a taxpayer,
even though you also lost everything as a homeowner, since the vast majority of mortgages are insured by government agencies. It’s hard to beOLHYHWKDWHLWKHUWKHEDQNHUVRUWKHJRYHUQPHQWRIÀFLDOVEHOLHYHGWKHPDUket could grow forever. To the contrary, the reason they developed the laws
DQGÀQDQFLDOVFKHPHVWKH\GLGLVEHFDXVHWKH\NQHZLWFRXOGQRWFRQWLQXH
to grow forever.
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THE CURRENT NIGHTMARE
The realization that “ownership” does not instantly occur when you acquire a mortgage has been exposed by the foreclosure epidemic. The reality
is that the bank owns the property and you’re really only purchasing an opportunity to become an owner, if all goes well for thirty years. How bad is it?
$SSUR[LPDWHO\RI DOOKRPHVLQWKH8QLWHG6WDWHVDUHHPSW\
7KHUDWHRI KRPHRZQHUVKLSLQWKH8QLWHG6WDWHVKDVGURSSHGWR
levels.
%HWZHHQ-DQXDU\DQG$XJXVWPRUWJDJHOHQGHUVUHSRVVHVVHG
a total of 3 million homes.
(LJKWPLOOLRQ$PHULFDQVDUHDWOHDVWRQHPRQWKEHKLQGRQWKHLUPRUWgage payments, and 5 million homeowners in the United States are at
least two months behind.
6RIDUPLOOLRQKRPHVKDYHEHHQIRUHFORVHG/DVW\HDULQ&DOLIRUQLD
1.2 million were foreclosed, and another million are expected to be
foreclosed in California in 2012.
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:DOO6WUHHWDQDO\VWVSUHGLFWDVPDQ\DVWRPLOOLRQERUURZHUVZLOO
face foreclosure.
$TXDUWHURI $IULFDQ$PHULFDQDQG/DWLQRDERUURZHUVKDYHORVWWKHLU
homes or are currently at risk of foreclosure, compared to 12% of
whites.
2YHURI DOO86PRUWJDJHVKDYHQHJDWLYHHTXLW\
%HWZHHQDQGWKHW\SLFDO/DWLQRDERUURZHUVDZWKHLUKRPH
equity decline by 51%.
 ,QGXVWULDO FLWLHV DUH WXUQLQJ LQWR JKRVW WRZQV )RU H[DPSOH LQ 'D\ton, Ohio, 18.9% of all houses are now standing empty, and 21.5% of
houses in New Orleans are vacant.
 86 KRPH SULFHV KDYH DOUHDG\ IDOOHQ IXUWKHU GXULQJ WKLV HFRQRPLF
downturn (26%) than they did during the Great Depression (25.9%).2
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WHAT CAUSED THE MELTDOWN?
The common “blame the victim” account of the subprime mortgage
FULVLV LJQRUHV WKH IDFW WKDW WKH PRUWJDJH LQGXVWU\ GHYHORSHG FRPSOH[ Ànancial instruments designed to tempt and confuse borrowers. The most
infamous of these loans were adjustable rate mortgages (ARM) and stated
income products.
ARMs are exactly what they sound like—you receive an initial interest rate that adjusts after several years. These loans frequently allow you to
choose whether to pay the full monthly payment or just the interest. They are
often combined with home equity lines of credit. These loans can cause the
principal to increase if you make reduced payments. Even after the collapse,
the predatory nature of the ARM is still being revealed—these rates are set
against the LIBOR index, which we now know to have been manipulated by
the major banks in a scam to line the pockets of the 1%.
Stated income loans (a.k.a. “liar” loans) allow you to simply state your
LQFRPHZLWKQRYHULÀFDWLRQ7KHVHORDQVZHUHPRVWRIWHQXVHGE\JURZLQJ
masses of freelance and precarious workers, many of whom did not qualify
for a traditional mortgage.
Certainly, ARMs and stated income loans have high rates of failure, but
WKHFDXVHVIRUWKHÀQDQFLDOFROODSVHDUHPXFKPRUHFRPSOH[DQGFDQQRWEH
blamed on the purchasers of these complicated loans.
According to the Federal Reserve Bank of Cleveland, there are ten myths
about the subprime market:
1. Subprime mortgages only went to borrowers with impaired credit.
2. Subprime mortgages promoted homeownership.
3. Declines in home values caused the crisis.
4. Declines in mortgage underwriting standards triggered the crisis.
5. Subprime mortgages failed because people used their homes as ATMs.
6. Subprime mortgages failed because of mortgage rate resets.
7. Subprime borrowers with hybrid mortgages were offered low teaser
rates.
8. The subprime crisis was totally unexpected.
9. The subprime mortgage crisis was unique in its origins.
10. The subprime market was too small to cause big problems.3
In reality the crisis was caused by a combination of factors that were
IRUHVHHDEOHIURPWKHHDUO\V3UHGDWRU\ÀQDQFLDOSURGXFWVZHUHVROGWR
buyers, who believed that they were entering into long-term relationships
with banks. But the banks were securitizing these mortgages, most often by
selling them on the secondary market created by Fannie Mae and Freddie
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Mac, cashing out and shifting the risk to the buyer as the taxpayer. Not surSULVLQJO\WKHPDMRUEDQNVKDYHPDGHHQRUPRXVSURÀWVVLQFHWKHPHOWGRZQ
Economic hate crimes
The patterns of predatory mortgage lending grew out of America’s long
history of committing and facilitating economic hate crimes. Starting with
the retracted promise of “forty acres and a mule,” African Americans have
been unable to break into the white housing market. From steering to redlining to reverse redlining, the African American perception that homeownerVKLSEHQHÀWVZKLWHVPRUHWKDQEODFNVUHYHDOVLWVWUXWKLQWKHDFWXDOGDWD

Whereas less than 12% of white homeowners are at risk of foreclosure
today, 25% of African Americans are still at risk.
So far, 25% of African American homes have been foreclosed during the crisis.
Whereas just over 5% of white borrowers received high interest loans despite
good credit, over 20% of black borrowers and just under 20% of Hispanic
borrowers received bad loans when much better options where available.
Over 40% of African American borrowers received high-risk loans in spite of
good credit.
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Bddpsejoh! up! uif! Fdpopnjd! Qpmjdz! Jotujuvuf- ! bt!
of December 2009, median wealth of white
households dipped 34%, to $94,600; median
African American household wealth dropped 77%,
to $2,100.4

The median household net worth was nineteen times greater for whites
than Blacks in 2009. Wealth disparity is far greater now than it was in 1995,
when the wealth differed by a factor of seven.5 In 2009 dollars, the median
household net worth for Blacks decreased from $9,885 in 1995 to $4,900 in
2009, while it increased for whites from $68,520 to $92,000 during the same
timespan. This shocking statistic is in part due to long-term housing disparity.
As of 2011, nearly 75% of white Americans were homeowners, compared
with only about 45% of African Americans. About 90% of the subprime
PRUWJDJHVWDNHQRXWIURPWRZHUHIRUKRPHRZQHUVUHÀQDQFLQJ6
The vast majority of these mortgages were issued in lower-income communities of color, perpetuating a clear cycle of predatory debt.
From the Housing Act of 1934 onward, housing discrimination by banks
was conducted through the practice of redlining. Home Owners’ Loan Corporation (HOLC), a federal agency set up in 1933 by Roosevelt for the purpose of preventing foreclosures, initiated this practice of redlining when its
agents were asked by the Federal Home Loan Bank Board to create maps
indicating the security of real estate investment.
The maps were not based on assessment of the economics of individuals
in a community, but rather based on assumptions about its racial composition
DQGFRQVHTXHQWO\GHÀQHGFRPPXQLWLHVRI FRORUDVXQZRUWK\RI PRUWJDJHV
The practice of redlining shifted as the laws around housing discrimination were strengthened. Clinton’s push to expand homeownership to low-income borrowers led to the current subprime market dynamics, which are based
on a predatory strategy of reverse redlining. Reverse redlining occurs when a
community is targeted to be marketed high interest or high-risk loans. We now
know that this was a common practice across the mortgage lending industry.
Most recently Wells Fargo, the largest mortgage lender in the country,
settled a reverse redlining case with the Justice Department. The bank only
agreed to compensate individual borrowers for $125 million dollars worth of
losses. This is a far cry from the true cost of this predatory lending and will
not put the victims of this hate crime back in their homes. SunTrust Mortgage settled a similar case and Bank of America also settled a similar suit over
its Countrywide Financial unit.
The result of the long history of housing discrimination is still apparent
today with increasingly racially segregated communities.
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FORECLOSURE PREVENTION/PROTECTION

Let’s say you’re having trouble making your mortgage payments, maybe
you’ve gone into foreclosure, and want to stay in the home. What can you do?
,WLVGLIÀFXOWWRJHQHUDOL]HVLQFHUXOHVFRQFHUQLQJPRUWJDJHVIRUHFORVXUHV
and eviction differ by state. Still, some things do apply to all states.
There are many things that you can do to resist foreclosure and try to
work out a better deal if you stay in the home. Banks can only remove people after a foreclosure notice has been given in an act of eviction, and this
LVGLIÀFXOWIRUWKHPIURPDOHJDODQGSK\VLFDOSHUVSHFWLYH%DQNVFDQDQGGR
UHFRQVLGHUPRUWJDJHVWKDWDUHDWWKHHYLFWLRQSRLQWÀQGLQJGHDOVWKDWZRUN
better for all parties. This only happens when the owner is in the home.
At this point in dealing with your mortgage, you will likely be exhausted
and want to give up. That exhaustion is one of the banks’ strongest weapons
in taking your home, so stand strong.
If you are in trouble with a mortgage, there are three major ways of trying to deal with the situation:
1. Hire a lawyer if you can afford one. Legal aid, a bar association or
any law practice might have special options if you don’t have the
necessary resources.
In general, watch for fraud and people looking to scam you and
steal your money, while promising to help you with your home. People
who want a lump-sum fee upfront are the most notorious. Anyone
looking to take your mortgage payment and give it to the bank is untrustworthy; you’ll want to pay the bank directly.
In general, anyone who promises you a silver bullet is almost certainly lying. Even the best lawyers know, and should tell you, that this
LVDGLIÀFXOWVLWXDWLRQZLWKQRHDV\DQVZHU
2. A second group is housing counselors like the Neighborhood Association Corporation of America (NACA). The advantage of contacting
them is that they have accredited housing counselors experienced negotiating with banks.
Sometimes housing counselors have a vested interest in building up
their businesses and may be funded by banks; some are straight-up frauds.
3. A third option is getting involved with community-based organizations and Occupy Homes organizations. Occupying is a way of resisting the power of the banks, and saying you won’t leave until a deal has
been made.
%DQNVKDWHSXEOLFSUHVVXUHHVSHFLDOO\DURXQGVSHFLÀFKRPHRZQers. As a result, when homes are occupied, there is more leverage. This
can amplify some of your other legal options, like home counselors or
DSHUVRQDOODZ\HU,IDWDWLPHRI HYLFWLRQÀIW\SHRSOHDUHWKHUHZKR
won’t leave, the eviction people will usually walk away. Sometimes they
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will come back in a few hours, but often they wait another month while
negotiations continue. In general, banks hate the publicity.
The fact is, banks are softer targets than you might expect because
so many cases are rife with legal irregularities and outright fraud; it’s not
uncommon for customers to be mislead, crucial paperwork lost and documents robo-signed. While banks often refuse to negotiate with individuals,
taking advantage of those who are intimidated or can’t afford legal counsel, they often change their tune when threatened with serious scrutiny.
Most major metropolitan areas have hosts of community-based organizations that specialize in housing. Unions sometimes do work as well
in this area. Occupy groups can also put you in touch with groups doing
anti-foreclosure work. Go to occupyhomes.org for help.
MERS
Mortgage Electronic Registration Systems (MERS) is a national electronic registration and tracking system that tracks mortgage loans. MERS was
conceived in the early 1990s by numerous lenders and other entities including Bank of America, Countrywide, Fannie Mae and Freddie Mac. Its stated
purpose was to save mortgage purchasers money.
 ,QWKHSDVWLWZDV\RXUOHQGHUWKDWZDVRQWKHGHHGDVWKHEHQHÀFLDU\
until you paid the loan in full. Your deed and loan note were recorded with
WKHORFDO&RXQW\5HFRUGHU·VRIÀFH7KHUHFRUGLQJRI WKHGHHGDQGWKHQRWH
created a public record for the transaction. Any ownership change had to be
recorded to create a clear “chain of title,” which is like a record of ownership
that protects the owner from false claims to ownership.
When the banks decided they could make money by securitizing loans
privately, they needed a way to manage the paperwork which involved selling
RI QRWHVDQGGHHGVUHSHDWHGO\,I WKH\DFWXDOO\ÀOHGZLWKWKH&RXQW\5HFRUGHUHDFKWLPHLWZRXOGFRVWWKHPWLPHDQGPRQH\6RWKH\ÀJXUHGRXWDZD\
around it by cutting corners. Instead of your lender’s name on the deed, you’ll
ÀQG0(56QDPHGLQVWHDG7KHSUREOHPZLWKWKLVLVWKDW0(56LVUHDOO\QRW
the owner of your loan. How can MERS claim titles to loans they merely track,
EXWGRQRWRZQ",I \RXÀQG\RXUVHOI LQDVLWXDWLRQZKHUH\RXUIRUHFORVXUHKDV
EHHQ´URERVLJQHGµE\0(56\RXPD\EHDEOHWRÀJKWEDFNRQWKLVEDVLV
WALKING AWAY
2I FRXUVH\RXFDQDOVRFRQVLGHUZDONLQJDZD\7KHSHUVRQDOÀQDQFHZRUOG
went ballistic when Suze Orman advised homeowners who are more than 20%
underwater to walk away. But if you’re that far in the hole, cutting your losses
PD\EH\RXUEHVWRSWLRQ:KROHFRPPXQLWLHVDUHÀQGLQJWKHPVHOYHVLQDYLcious cycle of foreclosures driving down values and reducing property taxes.
This increases municipal indebtedness, decreases public services and further
drives down property values. This death spiral is often impossible to escape.
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Unfortunately, the government has not taken strong action to force
banks to restructure mortgages. Banks make their money not on the interest
over the course of the loan but on the sale of the asset-backed security. Consequently, they are incentivized to allow a foreclosure and a new mortgage instead of reduced payments. Since the government’s entire housing program
has been based on shifting the burden away from banks, why should banks
negotiate a mortgage that cannot create a new security?
If you are considering the option of walking away, with this knowledge
you can do so guilt-free. Or you can follow these steps:
1. Ask your lender to modify the loan by reducing the principal to the
actual current value of the property.
2. If they say no—which is likely—then ask for a short sale. A short sale
is a sale for less than the amount owed for a property, and the bank
takes the loss. Most often banks will say no to this too.
3. The next step is to ask for a deed-in-lieu of foreclosure. This will allow
you to transfer the property deed to the bank without going through
formal foreclosure proceedings. The advantage for you is that it allows
you to walk away immediately and with no attachment to the property.
The advantage to the bank is that they may save money and lower the
risk of borrower vandalism of the property.
4. Assuming that the bank still says no, you can now walk away with a
completely clean conscience.
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But the most important thing to keep in mind is that walking away only
works if you are in a state where the law prevents the bank from suing for
other assets. Many states prevent buyers from strategically defaulting with
laws that entitle the bank to sue you for your other assets including money in
your bank account, stocks and savings of any form. It is imperative that you
consult an attorney in your area to make sure that the bank cannot sue you
and place a lien on your other assets.
Aside from the loss of your home, the main consequence of foreclosure
is the destruction of your credit report and credit score. You can expect your
score to drop by 85 to 160 points. The foreclosure stays on your report for
seven years and will impact your credit for that period, although it is impossible to know how much the impact will dissipate over time since credit
reporting agencies do not disclose their algorithms. Without a doubt though,
LWZLOOEHGLIÀFXOWWRJHWDQRWKHUORDQIRUTXLWHVRPHWLPH
You should certainly dispute the foreclosure with the CRA and make
them validate your report. Record keeping is so poor that you should expect
WKDWWKH\GRQRWKDYHDFFXUDWHUHFRUGV³VRÀJKWDQGGRQ·WJLYHXSXQWLOWKH\
show you your signature on the contract.
WHAT ABOUT RENTING?
Although rent is not considered consumer debt, owing rent is certainly a form
of indebtedness. This becomes obvious if you do not pay your rent. Your landlord will eventually evict you and you will owe “back rent.” The lack of distinction
between owing a bank money for shelter and owing a landlord money for shelter
only becomes clear when the bank threatens to take away your home. While renting
requires that the tenant typically place a security deposit in interest bearing escrow
to guarantee the rent, the bank keeps a down payment in the case of default.
A recent Pew study showed that young Americans have soured on buying, and are less attached to the “dream” of homeownership. The next generation of buyers has seen their families suffer with underwater properties and
fear the downside of ownership more than they desire the upside.
But, if you think that renting will save you from the effects of housing
debt, think again. Since the foreclosure crisis, rents have increased. In 2011,
rental vacancies hit a ten-year low. Millions of foreclosed families have no
choice but to rent, and since it takes seven years for a foreclosure to disappear
from your credit report, many families are in it for the long haul. Of course,
wages have not kept pace with rent increases. Over 25% of African American and Latino/a families spend more than half their income on housing,
compared to 15% of white families.
Unfortunately, no one has been immune to the fraudulent practices that
led to this mess. Unsustainable housing debt impacts us all.
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40 MILLION STRONG

What does all this add up to? American homeowners have been victims
RI DEDQNVFKHPHWRSURÀWE\FUHDWLQJDEXEEOHWKDWFRXOGRQO\EORZXSLQ
individual homeowners’ faces. Since we are all affected by the housing crisis,
the potential for collective action is enormous.

There are an estimated 40 million residents of underwater homes today,
greater than the entire population of California. In fact, according to the
real estate website Zillow, there’s 1.15 trillion dollars in just the underwater portion of mortgages, and 4.8 trillion in total estimated property value
of underwater homes.7 Given these numbers, it’s easy to see the potential
for homeowners to unite under the threat of strategic default. However, although there is a lengthy history of “rent strikes” to gain repairs and other
concessions from landlords, there is little history of mortgage refusal. There
are many reasons property owners might be unwilling to strike—from the
JORULÀHGSHUFHSWLRQRI RZQHUVKLSWRWKHWDERRDJDLQVWIDLOLQJWRSD\GHEWV
to the fear of bad credit, to the belief that the market will improve. Yet as
more and more victims of the housing market understand the complicated
details of the game our government played with the banks at our expense,
the potential for collective action grows.
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INTERLUDE:

XF(SF!BMM!EFCUPST!OPX

The chapters on credit card, medical, student and housing debt show
us the ways in which we are all made to pay for basic social survival—
for the rest of our lives. This is the traditional idea of a “debtor”—a
person who borrowed money and owes a sum of money to a bank
RUJRYHUQPHQWDJHQF\%XWPDÀDFDSLWDOLVPPHDQVWKDWJRYHUQPHQWV
make cuts and the people have to go into debt to survive. The burden
of sustaining “life” gets shifted from the state to the individual and
household. Most households are drowning in all four of the types of
debt discussed so far in the manual. Debt is a way of controlling us—
PDNLQJXVZHDNDIUDLGDQGÀQDQFLDOO\XQVWDEOH
But the rabbit hole goes much deeper. What about those who
don’t have debt in the traditional sense? Are they debtors too? Our
answer is clear: Yes. We are all debtors, whether we have debt or not.
Debt affects us all. But how?
The next series of chapters about broader notions of debt, from
PXQLFLSDO GHEW WR DOWHUQDWLYH ÀQDQFLDO VHUYLFHV RQO\ EHJLQ WR PDNH
these connections. Our whole system runs on debt and credit—our
households, our cities, our countries and all those who slip between
the cracks. From municipal bonds that we never agreed to, to the
low-income or unemployed worker forced to take payday loans after
being excluded from “mainstream” credit, the whole world has become indebted. This is how the 1% maintains their wealth and power.
Anyone fighting the 1% is a debt resistor. We are all debtors now.

VI. MUNICIPAL DEBT:
THE SILENT KILLER

Is your city experiencing a budget crisis? Is your town
laying off workers and cutting services? Are local hospitals understaffed and underfunded? Do you worry about
whether your child’s school will have enough money to
provide students with a quality education? If this is happening in your community, you are a debtor.
Over the last forty years, our common goods and reVRXUFHVKDYHEHHQSULYDWL]HGWRSURÀWWKH,QWKHZDNH
of reduced public funding, cities and towns have taken out
more and more private loans to pay for everything from
basic operations, like sewers, to large developments, such
as sports arenas. Municipalities are forced to partner with
Wall Street to tap revenue streams because Wall Street
controls access to credit markets. The only way cities and
towns can win access to those markets is by issuing tax-exHPSWPXQLFLSDOERQGV%XWWKDWPHDQV:DOO6WUHHWSURÀWV
from those bonds through interest payments and through
securitization, as traders repackage bonds into debt bundles which are sold and resold on the global market.
Municipalities issue the bonds and guarantee loans
by promising that investors will be repaid with tax dollars
or with revenue generated by the debt-funded project. In
DGGLWLRQVLQFHWKH1HZ<RUN&LW\ÀVFDOFULVLVPRUHWKDQ
forty years ago, federal bankruptcy code has been revised
to ensure that many municipal bonds would keep paying
investors no matter the costs to communities. Bonds are
supposed to be bets on the future. In most cases, however, there is no way the lender can lose the bet, and cities
can lose a great deal. After Wall Street’s mortgage-lending
practices crashed the economy in 2008, many municipalities were unable to pay their debts.
%RQGÀQDQFLQJLVDZHDSRQRI WKHDQGPDÀDFDSLtalism. When Scranton, Pennsylvania threatened to default
on a debt payment in 2012, Wall Street came down with an

LURQÀVW,WFXWRII WKHFLW\·VDFFHVVWRPRQH\DQG6FUDQWRQ·VPD\RUUHVSRQGed by slashing wages for city workers down to minimum wage. Scranton
dared to challenge Wall Street, and a debt crisis ensued.1 News accounts reported that public employees such as teachers and pensioners were to blame,
but this is false—Scranton’s brand of American austerity was a direct result
of Wall Street greed.
From coast to coast, cities have become completely beholden to big
EDQNV 7KH UHVXOW LV VKXWWHUHG VFKRROV VPDOOHU ÀUH GHSDUWPHQWV DQG EORFN
upon block of abandoned homes in foreclosure. Public transportation systems are also cash cows for Wall Street. In NYC, the Metropolitan Transportation Authority loses $114 million per year as a result of a poisonous
interest-rate swap with JPMorgan Chase and other big banks. Rather than
refuse this debt, the MTA has cut service and laid off workers. Most people
who rely on the subway are working-class New Yorkers, including many people of color and immigrants. The 99% is required to fund the lavish lifestyles
of the 1%.
Like Scranton, Stockton, California went broke after the housing market
went bust in 2008. The result has been a higher crime rate, including murders,
robberies and home invasions. When residents call the police, they are never
sure if help will come because the police department is stretched to the breaking point. Even CalPERS, the retirement system for California public workers,
may not be safe from bondholders demanding payment on defaulted debts.
Municipal indebtedness is a tool by which Wall Street demands deep cuts in
SXEOLFVSHQGLQJWRHQULFKLQYHVWRUVQRPDWWHUWKHFRVWWRFRPPXQLWLHV0DÀD
hitmen warn debtors by going around town and breaking a few legs. Wall Street
sends the same message: pay your debts, or see what happens.
HOW IS MUNICIPAL DEBT ISSUED?

Bonds for public works are supposed to be approved by voter referHQGXP \HW FLW\ RIÀFLDOV RIWHQ EURNHU GHDOV ZLWK SULYDWH SDUWQHUV WKURXJK
EDFNGRRU FKDQQHOV WR FLUFXPYHQW WKH GHPRFUDWLF SURFHVV 2IÀFLDOV XVH
political power to zone off “development districts” or declare a parcel of
land “blighted” which allows it to be seized under eminent domain and sold
RII7KLVPHDQVWKDWWD[SD\HUVRIWHQÀQGWKHPVHOYHVVWXFNZLWKWKHWDEIRU
debt-funded projects guaranteed by city agencies that have no accountability
WRYRWHUV$VRQHVFKRODUQRWHGSXEOLFRIÀFLDOVDQGWKHLU:DOO6WUHHWSDUWQHUV
often act as de facto governing bodies “empowered to issue long-term debt
without the formal oversight of elected decision makers.”
Perhaps the most glaring example of such corruption and graft is in
Jefferson County, Alabama.2,QWKHPXQLFLSDOLW\ÀOHGWKHODUJHVWEDQNruptcy in U.S. history to contest a $4 billion debt in the aftermath of a sewer
SURMHFWJRQHGLVDVWURXVO\ZURQJ7KHVWRU\LVDIDPLOLDURQHORFDORIÀFLDOV
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borrowed vast sums from Wall Street to pay for a treatment plant, which the
(3$VDLGZDVQHHGHGWRVWRSVHZDJHIURPÁRZLQJLQWRWKH&DKDED5LYHULQ
a predominantly African American community. But the project was never
FRPSOHWHGEHFDXVHFRUUXSWRIÀFLDOVPLVKDQGOHGWKHIXQGV VHYHQWHHQKDYH
been jailed since the scandal broke). Lenders demanded repayment anyway,
doubling each household’s sewer bill in a neighborhood already reeling from
poverty, high unemployment and a sewer that still did not work properly. The
FRXQW\·VÀQDQFLDOWUDXPDKDVUHVXOWHGLQSXEOLFVHUYLFHFXWVPDVVOD\RIIVDQG
overcrowded prisons. Even a federal judge has stated that Jefferson County’s
debts cannot be repaid.
HOW ARE INTEREST RATES FOR MUNICIPAL BONDS DETERMINED?
Wall Street’s criminality reveals that there is no such thing as a free market and never was. We recently learned that interest rates around the world
KDYHEHHQULJJHGIRU\HDUVIRUWKHEHQHÀWRI DIHZODUJHÀQDQFLDOÀUPV<HW
the recent LIBOR scandal is not surprising when one considers that municipal bond-rigging has been going on for decades with no public outcry.3
“In May 2011,” reads a report from the International Herald Tribune, “UBS
[bank] admitted that its employees had repeatedly conspired to rig bids in the
PXQLFLSDOERQGGHULYDWLYHVPDUNHWRYHUDÀYH\HDUSHULRGGHIUDXGLQJPRUH
WKDQPXQLFLSDOLWLHVDQGQRQSURÀWRUJDQL]DWLRQVDQGDJUHHGWRSD\
PLOOLRQLQÀQHVDQGUHVWLWXWLRQµ4 In 2012, Bloomberg News reported that “[s]o
far, 13 individuals from banks including Bank of America, JPMorgan Chase
and UBS have pleaded guilty in the Justice Department’s investigation.”5
In 2011, GE Capital was caught rigging municipal bonds and overcharging cities and towns across the United States. Their punishment? A $70 milOLRQÀQHODXJKDEO\ORZFRQVLGHULQJWKHSURÀWVLQYROYHG
In his exposé of municipal bond rigging (which he calls “the scam
:DOO6WUHHWOHDUQHGIURPWKHPDÀDµ 0DWW7DLEELH[SODLQHGWKDW:DOO6WUHHW
“skimmed untold billions in the bid-rigging scam” from hundreds of municipalities. After they were caught, banks continued investing in city bonds.
“Get busted for welfare fraud even once in America, and good luck getting
so much as a food stamp ever again,” Taibbi wrote. “Get caught rigging interest rates in 50 states, and the government goes right on handing you billions
of dollars in public contracts.”6
HOW CAN WE RESIST MUNICIPAL DEBT?

Occupy Wall Street makes it possible to imagine that some debts must not
be repaid. In Jefferson County, for example, some citizens do not want to renegotiate; they reject such debt outright. As one activist in Birmingham noted, “[the
debt] shouldn’t ever have been issued, and therefore it shouldn’t exist. It shouldn’t
have been spent. Since it shouldn’t have existed, we’re not going to pay it.”7
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6RPHPXQLFLSDOLWLHVDUHÀJKWLQJEDFNDJDLQVWWKHELJEDQNV$IWHUWKHLU
pay was cut to minimum wage, Scranton’s municipal unions sued the city, and
their wages were restored. Years of community resistance delayed the conVWUXFWLRQRI %DUFOD\VDUHQDLQ%URRNO\QEHFDXVHWKHVWDGLXPZDVÀQDQFHG
with tax-exempt bonds and built on land seized by eminent domain. Baltimore is suing more than a dozen big banks for manipulating LIBOR, the
EHQFKPDUNIRULQWHUHVWUDWHVRQPDQ\ÀQDQFLDOSURGXFWV,Q-XO\%RVton activists held subway turnstiles open to protest Wall Street’s vise grip on
their city’s transportation budget. After a toxic interest-rate swap deal sent
LWRII DÀVFDOFOLII2DNODQG&DOLIRUQLDLVWU\LQJWRWDNHWKHGUDPDWLFVWHSRI 
severing its relationship with Goldman Sachs for good.8 These efforts will
continue and escalate in the months and years to come.
The idea that some debts can and should be refused is a sentiment that is
spreading. In Europe, the rallying cry of the 99% is, “we won’t pay for your
crisis!” In the United States, we can start a municipal debt resistance movement by asking critical questions and demanding answers. Have you ever
looked at your town budget? Do you know how your elected and non-elected
RIÀFLDOVIXQGSXEOLFZRUNV":KREHQHÀWV":KRUHDOO\HQGVXSSD\LQJIRU
what? Simply posing these questions in your community is a way to strike
debt. We must also insist that the 1% is no longer allowed to write the laws
GLFWDWLQJKRZRXUFRPPXQLWLHVZLOOEHÀQDQFHG:HPXVWLQVLVWRQDQHQG
WRWKHGHEWÀQDQFLQJRI 86FLWLHV7KLVFDVHIRUHQGLQJ:DOO6WUHHW·VFRQWURO
over our lives should also be made through direct action. We can target the
EDQNVSURÀWLQJIURPWKHFRUUXSWERQGPDUNHWZLWKDFWLRQVVXFKDVVLWLQV
and marches. The most important thing we can do as occupiers is refute the
P\WKWKDWWKHDUHWREODPHIRUWKHÀVFDOHPHUJHQFLHVWKDWDUHGHFODUHG
when the bond vigilantes come knocking.
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VII. FRINGE FINANCE
TRANSACTION PRODUCTS
AND SERVICES:

MAKING BANK ON THE UNBANKED
As James Baldwin once said, “Anyone who has ever struggled with poverty knows how extremely expensive it is to
be poor.” This is true now more than ever.
It’s called the “poverty tax”—the surcharge people pay
for not having savings or access to “prime” credit and being
FRQVLJQHGWR´IULQJHÀQDQFHµ)ULQJHÀQDQFHUHIHUVWRWKH
DUUD\RI ´DOWHUQDWLYHµÀQDQFLDOVHUYLFHV $)6 RIIHUHGE\
providers that operate outside of federally insured banks.
Gary Rivlin, author of Broke USA: From Pawnshops to Poverty,
Inc., How the Working Poor Became Big Business, does the math;
DGGLQJXSWKHSURÀWVIURPWKH$)6VHFWRUDQGGLYLGLQJE\
the 40 million households that survive on $30,000 a year
or less, the industry receives an average of $2,500 from every low-income household. That’s a poverty tax of around
10%. If current trends continue, it will only rise—unless
ZHUHMHFWWKHVHSUHGDWRU\ÀQDQFLDOSURGXFWVDQGVHUYLFHV
The next two chapters break down the major perils
RI  IULQJH ÀQDQFH LQWR WKRVH UHODWHG WR WUDQVDFWLRQV DQG
those related to credit. This chapter deals with transaction
products and services: check cashing and prepaid cards.
Chapter VIII covers credit products and services: payday
ORDQV DXWRWLWOH DQG SDZQ ORDQV UHQWWRRZQ ÀQDQFLQJ
and refund anticipation loans (RALs). Among households
without access to a bank account, 62% have used an AFS
transaction product or service and 27% have used an AFS
credit product or service. About 23% have used both.1
Both chapters offer analysis and information to help
\RXLGHQWLI\WKHFRPPRQWULFNVDQGWUDSVRI IULQJHÀQDQFH
so that you can avoid them. We consider alternatives to the
most expensive products and services, as well as how to
save money if you’re “locked in” or have no other options.
7KHUHLVQRRQHVL]HÀWVDOOVWUDWHJ\IRUSHUVRQDOÀQDQFH

We conclude Chapter VIII by outlining some general survival strategies aimed
WRPLQLPL]HRUHOLPLQDWHRXUGHSHQGHQFHRQWKHFXUUHQWGHEWÀQDQFHV\VWHP
 9HQWXUH FDSLWDO KRZHYHU H[SHFWV WKH VWXQQLQJ UDWHV RI  ÀQDQFLDO H[traction in the poverty industry to rise, and it has created funds to invest in
VWDUWXSVDQGVPDOOÀUPVZLWKELJJURZWKSRWHQWLDOLQWKHIULQJHÀQDQFHVHFtor. The “market” that investors want to tap is the unbanked (people without
checking or savings accounts) and the underbanked (people who rely on both
´WUDGLWLRQDOµDQG´DOWHUQDWLYHµÀQDQFLDOSURGXFWV :K\DUHYHQWXUHFDSLWDOists so interested in this market? In a blog post titled “Not Unbanked: Untapped,” a venture fund manager explains, “It is fair to say that most of these
products are generally more expensive than what most of ‘us’ pay. APRs
[annual percentage rates of interest] higher than 30% (if not 300%); transaction costs of $2+; money-transfer costs of $10+; access to payroll check for
2–4%.”2 The payment services segment of AFS has seen some of the most
spectacular growth in recent years, where prepaid cards are making inroads
DQGUHFRUGLQJSURÀWVWKDWULYDOWKHDOZD\VSURÀWDEOHFKHFNFDVKLQJRXWOHWV
7KLVLVWKHSUHGLFDPHQWRI WKHSRRULQRXUGHEWÀQDQFHV\VWHPLWFRVWV
SRRUSHRSOHVLJQLÀFDQWO\PRUHto use money—to spend it, to save it, to invest
it, to borrow it, to send it “back home”—and you have less money to begin
ZLWK,I \RX·UHSRRUWKHPRUH\RXHQJDJHZLWKWKHGHEWÀQDQFHV\VWHP
the more wealth you lose and the more indebted you become. Meanwhile,
AFS owners and investors, ZKRHQMR\ORZHUÀQDQFLQJFRVWVDQGKDYHPRUH
PRQH\WREHJLQZLWKSURÀWIURP\RXUORVVDQGDFTXLUHSLHFHVRI \RXUGHEW
Wall Street comes to own pieces of your future. These are the workings of
D WZRWLHUHG ÀQDQFLDO V\VWHP RQ WKH ERWWRP DUH UHODWLYHO\ KLJKFRVW VHUvices marketed to the growing and changing ranks of the unbanked and
the underbanked.
The unbanked includes the working poor, the unemployed, the homeOHVVWKHXQGRFXPHQWHGWKRVHZKRGRQRWVSHDN(QJOLVKÁXHQWO\WKRVHZKR
are or have been incarcerated, those with mental or physical health issues,
older people, those working off the books, those hiding from creditors or the
“authorities,” those whose homes were stolen by Wall Street, and anyone else
WRZKRP´WUDGLWLRQDOµÀQDQFLDOLQVWLWXWLRQVZRQ·WOHQG
Demographically speaking, the unbanked population is very broad and
very diverse, but it is disproportionately comprised of low-income households (71% of unbanked households earn below $30,000 a year), households of color, immigrant households and individuals with negative banking
histories.3 (Of course, these categories aren’t mutually exclusive.) People of
color are more likely to be unbanked. In general, Latino/a and Black people are respectively six and seven times more likely to be unbanked than
whites. Households with an annual income under $30,000 are thirteen times
more likely to be unbanked than those with an income between $50,000 and
$75,000.4 People of color are more likely to have low and/or unreliable inFRINGE FINANCE TRANSACTION PRODUCTS AND SERVICES | 59

FRPH PDNLQJ LW PRUH GLIÀFXOW WR VDYH HQRXJK PRQH\ WR PHHW PLQLPXP
RSHQLQJEDODQFH UHTXLUHPHQWV DW EDQNV 7KHUH·V DQRWKHU VLJQLÀFDQW FRPmonality: people of color, low-income individuals and immigrants tend to
distrust banks. For some households, this mistrust goes back generations.
Losing one’s home or hard-earned property—especially in a society focused
on wealth accumulation—is traumatic. The effects can ripple over generDWLRQV RI  D IDPLO\ VKDSLQJ KRZ IXWXUH JHQHUDWLRQV LQWHUDFW ZLWK ÀQDQFLDO
institutions. Poor people, immigrants and people of color also tend to believe
WKDW WUDGLWLRQDO ÀQDQFLDO LQVWLWXWLRQV DUHQ·W IRU WKHP WKH\ EHOLHYH WKDW WKH\
GRQ·WPHHWWKHUHTXLUHPHQWVRUWKDWEDQNVGRQ·WÀOOWKHLUQHHGV,QFRQYHQLHQW
locations and hours of operation often present further barriers for low-income households.5 These barriers tend to reinforce each other and result in
DOLHQDWLRQIURPWKHPDLQVWUHDPÀQDQFLDOV\VWHP
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For many of the unbanked, the experience of second-tier status in the
ÀQDQFLDOV\VWHPPLUURUVWKHLUH[SHULHQFHZLWKWKHWZRWLHUHGMXVWLFHV\VWHP
Those who are socially marginalized in one way or another are more likely to
RFFXS\WKHERWWRPWLHURI WKHÀQDQFLDOV\VWHPZKLFKPDNHVLWPRUHOLNHO\
they’ll get caught up in the criminal justice system.
The criminalization of poverty, the criminalization of immigration, as
ZHOODVUDFLDODQGHWKQLFSURÀOLQJDUHZHOOGRFXPHQWHGWUHQGVWKDWSXVKSHRSOHWRWKHIULQJHVRI ÀQDQFH,QDWOHDVWDWKLUGRI 86VWDWHVEHLQJLQGHEWFDQ
now land you in jail.6 In Washington State, for example, an African American
man with mental health issues was incarcerated for two weeks for failing to
SD\ZRUWKRI ´OHJDOÀQDQFLDOREOLJDWLRQVµ /)2V +LVMDLOVWD\PHDQwhile, cost Spokane County over $1,500.7
And let’s not forget: the deregulation that led to the emergence of a
WZRWLHUHGÀQDQFLDOV\VWHPDQGWKDWHQDEOHVWKHWRJRRQORRWLQJDQGLQdebting the poor was orchestrated by our so-called “elected” representatives.
CHECK CASHING OUTLETS (CCOS)

For nine million households in the United States, cashing paychecks at
a bank or credit union is not an option.8 The unbanked do not have bank
accounts for any number of the reasons discussed earlier. For many people, a
check cashing outlet (CCO) appears to be the only option to transform their
paycheck into cash.
According to the Federal Reserve, CCOs generally charge between 1.5%
and 3.5% to cash a check,9 so for a $500 check, that’s somewhere between
$7.50 and $17.50 taken away from you. This is actually a conservative estimate; the Consumer Federation pegs average fees at 4.11%,10 so it might end
up being a cut of $20.55. With a checking account, by contrast, this service
would be free. If you’re unbanked and you make $500 every week, in one year
you might spend $400 if you’re relatively lucky, but possibly over $1,000, just
so you can spend your own money. The average unbanked person with a fulltime job can expect to spend more than $40,000 on such fees in their lifetime.
That is, throughout the course of one’s life, more than an entire year’s worth
of work goes exclusively towards turning one’s salary into cash.11
Between 2000 and 2005, the number of CCOs in the country has doubled, but fees haven’t gone down. In fact, the price has gone up; they grew
75.6% on average between 1997 and 2006.12 Companies like Wal-Mart, Kmart
and Best Buy have also tapped into this market by offering check cashing at
their stores. Although they charge less to cash a check than the regular outlets, we should harbor no illusions about their motivation; the hope is that
people suddenly equipped with cash will spend it right where they are.13

FRINGE FINANCE TRANSACTION PRODUCTS AND SERVICES | 61

In addition to exorbitant check cashing fees, there are fees for money
transfers. Immigrants hoping to send money outside of the United States
may lose as much as 20% of the amount in the process.14 While the Consumer Financial Protection Bureau recently introduced new disclosure rules
aimed at stopping sudden and unexpected penalties, there’s really nothing
that limits the overall fee.15 By contrast, banks and credit unions charge
substantially less for this and other services. Services that could cost up to
$500 annually at a CCO could cost between $30 and $60 at a traditional
ÀQDQFLDOLQVWLWXWLRQ16
As expensive as CCOs may be, and as much as they target people with
lower incomes, if they all pulled up stakes and left, what would happen?
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Several alternatives may be available. You could make an arrangement with a
friend, family member, or even your employer—that is, someone with access
to a checking account—in which you would write your check over to them
and they would give you the full amount in cash.
If you have exhausted other options and must resort to a CCO, it is important to know how to use it in a way that minimizes harm. For example, ask
ahead of time for the fee in dollar amounts as opposed to the percentage. And
be sure afterwards to obtain and save an itemized receipt. Costs may vary not
just from one CCO to the next, but by the time of day and other factors.17
You can compare receipts to determine the optimal approach.
Jo!bo!fttbz!po!uif!qpwfsuz!uby- !Hbsz!Sjwmjo!sfdbmmt- !
#B! gfx! zfbst! cbdl- ! J! buufoefe! uif! boovbm! Difdl!
Cashers Convention, where I sat in on a 90-minute
qsftfoubujpo!evccfe- !(Fggfdujwf!Nbslfujoh!Tusbufhjft!
up! Epnjobuf! Zpvs! Nbslfu/( ! Tqfbljoh! up! b! tuboejoh.
room only crowd, a consultant named Jim Higgins
shared his tips for turning the $1,000-a-year check
dbtijoh!ps!qbzebz!dvtupnfs!joup!pof!xpsui!(%3-111 !
up! %5-111 ! b! zfbs/( ! Qfot! tdsjccmfe! gvsjpvtmz! bt! if!
tossed out ideas. Raffle off an iPod. Consider
Scratch 'n Win contests. Institute the kind of customer
reward programs that has worked so well for the
airlines. And for those who are only semi-regulars
pggfs!b!(dbti!4- !hfu!2!gsff( !efbm/!Bgufs!bmm- !Ijhhjot!upme!
uif! dspxe-! (Uiftf! bsf! qfpqmf! opu! vtfe! up! hfuujoh!
anything free. These are people not used to getting
anything, really.'18

PREPAID CARDS

First there were credit cards. Then came debit cards. Now there are prepaid cards—and they’re suddenly everywhere. Think about it this way: with
credit cards you pay later, with debit cards you pay now, and with prepaid
cards you pay early. Credit cards extend credit to consumers for free (with a
grace period). Debit cards give consumers free access to funds in their bank
accounts. Prepaid cards charge consumers to access their own funds. So when
you use a prepaid card you are essentially paying money to make an interest-free loan to the issuer, who then lends your money to other customers.
Charging us for the use of our own money is what banks do. They also
provide useful services: the ability to store our money, to access cash, to pay
for things without cash and to turn checks into cash. Prepaid cards—now
used by 13% of Americans19—do the same, although they’re not attached
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to bank accounts. Branded with the logos of American Express, Discover,
MasterCard or Visa, they look like other plastic payment cards and provide
ATM access and the ability to make purchases. “General purpose reloadable”
(GPR) cards let you add funds. However, prepaid cards are usually more
costly, less convenient and less secure than comparable services from banks
and they tend to have poor disclosure policies and “gotcha” fees, replicating
some of the most aggravating bank practices. Nonetheless, compared with
a check cashing outlet, getting cash from a prepaid card is usually cheaper.
When it comes to making payments, prepaid cards are typically more expensive than credit or debit cards, but not necessarily. Factor in overdraft
charges, and debit cards cost more. Factor in high ongoing balances, high interest rates and late payment penalties, and credit cards may cost considerably
more than prepaid cards.
7KHUHLVQRRQHVL]HÀWVDOOVWUDWHJ\IRUSHUVRQDOÀQDQFLDOWUDQVDFWLRQV
:KDW·VPRUHWKHUXOHVJRYHUQLQJWKHSUHSDLGFDUGLQGXVWU\DUHVWLOOLQÁX[
In 2010 the Credit Card Accountability, Responsibility, and Disclosure Act
of 2009 (CARD Act) took effect, tightening regulations for credit cards and
traditional debit cards.20 The new Consumer Financial Protection Bureau
(CFPB) is presently considering how to bring the prepaid card market into
the federal regulatory framework. In the meantime, barriers to cash continue
to grow; transactions for an increasing range of basic services are impossible
without plastic. Soon many of us will have no choice but to use these cards
ZKHQHPSOR\HUVJRYHUQPHQWEHQHÀWVDGPLQLVWUDWRUVDQGHYHQFROOHJHVDQG
universities begin to adopt them.
There are a variety of prepaid cards, including gift cards, payroll cards,
JRYHUQPHQW EHQHÀWV FDUGV DQG JHQHUDO SXUSRVH UHORDGDEOH *35  FDUGV
3XUFKDVDEOHXVDEOHDQGVRPHWLPHVUHORDGDEOHZLWKRXWLGHQWLW\YHULÀFDWLRQ
many prepaid cards offer the advantage of anonymity, which is why they’ve
become the preferred means of laundering money and the de facto currency of the prison system.21 For users interested in symbolically projecting
their status, branded cards serve as a means of self-expression. The cards are
linked to celebrities, heroes and social causes, and tend to be the most predatory corner of the market.
Consumer advocates consider prepaid cards just the latest addition to
WKH DUUD\ RI  KLJKFRVW DQG LQIHULRU ÀQDQFLDO SURGXFWV IRU ZKLFK WKH SRRU
SD\ PRUH 5DWKHU WKDQ KHOS PDUJLQDOL]HG JURXSV HQWHU WKH ÀQDQFLDO PDLQVWUHDP SUHSDLG FDUGV KLJKOLJKW DQG LQWHQVLI\ ÀQDQFLDO VHJUHJDWLRQ 7KH
predicament of Millennials, who appear to be the industry’s latest target,
is especially alarming. Not long after the CARD Act restricted credit card
companies’ access to college campuses and to customers under twenty-one,
prepaid cards began moving in, looking to establish “partnerships.” Now
with prepaid cards serving as student IDs, enrolling in college also means
enrolling in a bank.
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GENERAL PURPOSE RELOADABLE (GPR) CARDS
GPR cards are the kind that you buy and set up yourself, like a gift card with
fees. They range from competitively priced, no-frills cards to premium-priced
celebrity cards, which are sold as symbols of achievement or aspiration as much
DVÀQDQFLDOWRROV%H\RQGXWLOLW\WKHODWWHUSURPLVHUHVSHFWHPSRZHUPHQWDQG
freedom. Of course, prepaid cards are not unique in this sense: everything we
consume says something about who we are and what we believe. The problem
with most celebrity cards is not simply that they don’t deliver what’s promised,
EXWWKDWWKH\·UHGHVLJQHGWRGHOLYHUH[DFWO\WKHRSSRVLWHRI ZKDW·VSURPLVHGÀnancial PDUJLQDOL]DWLRQ
Consumers Union found many different types of fees for a range of prepaid
cards. In addition to monthly fees, they found fees for activation, point-of-sale
transaction, cash withdrawal, balance inquiry, transaction statements, customer
service, bill payment, adding funds, dormancy, account closure and overdraft.22
Making matters worse, only a few of the fees charged by card issuers are disclosed
prior to signing up for the card. Retail displays often contain only purchase prices
and initial load amounts, and card company websites frequently require users to
click on sign-up pages or registration forms in order to obtain fee information.
Consumer Action, which surveyed twenty-eight different prepaid cards,
found that twenty of them carry a monthly maintenance fee, the highest being
$14.95. Fees for out-of-network ATM withdrawals range from $1.95 to $3. A few
cards charge users to reload money. Ten of the cards surveyed charge 50 cents
to $2 to talk to a customer service agent and two of them charge 50 cents for
automated help.
Like the worst practices in subprime mortgage lending, private student loans
and payday lending, the marketing and sales strategies of the celebrity prepaid
card business are predatory; the best predators have a deep appreciation for the
needs of their prey. “Well-banked” celebrities like Russell Simmons and Suze
2UPDQDUHPDUNHWHUVRI SUHSDLGFDUGVWKDWWDUJHWÀQDQFLDOO\PDUJLQDOL]HGSHRSOH
While their marketing suggests they are running charities, Simmons and Orman
DUHPDQDJLQJSULYDWHFRPSDQLHVZKRVHXQHTXLYRFDOREMHFWLYHLVWRSURÀWIURP
SURYLGLQJÀQDQFLDOVHUYLFHVWRSRRUSHRSOH7KH\GHFHSWLYHO\SUHVHQWWKHLUHQWHUprises as altruistic projects striving for collective emancipation. Yes, this is how
capitalism works.
ELECTRONIC BENEFIT TRANSFER (EBT) CARDS AND PAYROLL CARDS
Over the past 15 years, the federal government and state governments
KDYHEHHQJUDGXDOO\UHSODFLQJSDSHUEHQHÀWVFKHFNVZLWK(OHFWURQLF%HQHÀW
Transfer (EBT) cards. For the unbanked, the shift to electronic payments
means no check cashing fees, less need to carry cash, faster payments, the
ability to make purchases or pay bills electronically and no ChexSystems
VFUHHQ%XWRYHUDOOFRVWVDQGEHQHÀWVZLOOYDU\GHSHQGLQJRQWKHIHHVDQG
terms that apply to the particular prepaid card designated for your beneFRINGE FINANCE TRANSACTION PRODUCTS AND SERVICES | 65

ÀWVSURJUDP7KHVHDUHDGPLQLVWHUHGE\GLIIHUHQWIHGHUDODQGVWDWHJRYHUQment agencies, which contract with various prepaid card issuers. California
and New Jersey are considered to have negotiated relatively good contracts
for their unemployed workers (providing free and ample access to cash and
transaction information with no penalty fees).23 Tennessee workers, on the
other hand, get slammed with the highest junk fees courtesy of JPMorgan
Chase, the bank contracted to service that state’s unemployment compensation (UC) prepaid card program.
For recipients of Social Security, Supplemental Security Income (SSI),
or Veterans Affairs (VA) compensation, the Direct Express prepaid debit
card has much lower fees than other prepaid cards and comes with strong
consumer protections. Card accounts are insured by the Federal Deposit Insurance Company (FDIC) and are subject to federal consumer protection
regulations (i.e., Regulation E).24
The prepaid card programs administered by the states to disburse UC, as
well as Temporary Assistance to Needy Families (TANF) and food stamps
(Supplemental Nutritional Assistance Program), are more problematic.
7KH\·UHJHQHUDOO\OHVVEHQHÀFLDOIRUUHFLSLHQWVDQGPRUHEHQHÀFLDOIRUEDQNV
and states. Forty states now use a prepaid card for paying some or all UC
UHFLSLHQWV $ VXUYH\ E\ WKH 1DWLRQDO &RQVXPHU /DZ &HQWHU IRXQG VLJQLÀcant shortcomings in fee structures, access to card information and payment
RSWLRQV$FURVVWKHERDUGIHHVFKDUJHGWREHQHÀWUHFLSLHQWVDUHEHLQJXVHG
WRFRYHUWKHDGPLQLVWUDWLYHFRVWVRI GHOLYHULQJ8&EHQHÀWV³LQYLRODWLRQRI 
federal law. Cards may charge ATM balance inquiry fees, denied transaction
fees, $10 to $20 overdraft fees and inactivity fees.25 On top of this, card issuers such as Bank of America, Citibank and JPMorgan Chase earn interchange
fees as well as interest on the funds on deposit. Last year, card fees and ATM
surcharges cost California welfare recipients over $17 million.26
The bottom line: for those who have a bank account, prepaid cards offer
OLWWOH LI  DQ\ DGYDQWDJH RYHU GLUHFW GHSRVLW %HQHÀW UHFLSLHQWV ZLWK FKHFNLQJ
accounts will save money and time with direct deposit. Those who do not have
that option—who lack access to a bank account or who live in one of the six
states that have eliminated the direct deposit option—will be forced into the
prepaid payroll card program(s) contracted to disburse your particular beneÀW V 6LQFH\RXKDYHQRFKRLFHDERXWZKLFKFDUGWRXVHIDPLOLDUL]H\RXUVHOI 
with the terms and fees that apply to the card designated for your program.
This information should arrive in paper form with your EBT card. You can
also look up the details of the particular prepaid payroll program online.
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SURVIVAL STRATEGIES AND RESOURCES

At a time when it’s hard to use your own cash (if you’re lucky enough
to have any), prepaid cards can offer cash-like features such as anonymity,
liquidity and mobility. They’ll also save you money compared with high-cost
check cashing. Prepaid cards have also been sold as a way to reduce our reliance on the big banks. But Suze Orman probably came closer to the truth
when she said her card is like having a bank in your pocket. Regardless of
whose face is on the card, you can be sure Wall Street is getting its cut.
If you ultimately decide to get a prepaid card, you can visit NerdWallet.
com to determine which is the least costly. Avoid cards with the most unnecessary fees and be aware of which ones are associated with the card you end
up choosing. Be on the lookout for reloading fees, balance inquiry fees and
ATM cash withdrawal fees. When getting gas, pay the attendant inside before
you pump, otherwise the station may put up to a $75 hold on your balance.
It is also important to read the card’s privacy policy to make sure they aren’t
selling your personal information.27
For information on organizations that can help, go to the end of Chapter VIII.
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VIII. FRINGE FINANCE
CREDIT PRODUCTS
AND SERVICES:

CREDIT FOR THE PRECARIAT
Wall Street bankers have always tried to distance themVHOYHVIURPWKHWDLQWRI ORDQVKDUNLQJDQGRWKHUIULQJHÀnancial services. For most, non-bank lending still conjures
up images of dilapidated storefronts on the edge of town,
surrounded by vice and petty criminality. But if you’re one
of the 12 million Americans who took out a payday loan
in the past year, it’s more likely that you did it in a suburban strip mall or cyberspace. It’s even possible that you got
LW IURP D EDQN³ÀYH ODUJH EDQNV LQFOXGLQJ :HOOV )DUJR
have begun to offer payday loans.1 Although they seem to
be worlds apart, in reality these markets are interconnected and overlapping; the biggest players in all segments of
IULQJH ÀQDQFH DUH SXEOLFO\ WUDGHG QDWLRQDO FRUSRUDWLRQV
7RGD\DURXQGRI DOOXVHUVRI ´DOWHUQDWLYHµÀQDQFLDO
services (AFS) also use traditional banks. Whether sourced
in prime credit or subprime, student loans or pawn loans,
WKHSURÀWVRI RXULQGHEWHGQHVVÁRZWRWKH
But the 99% is waking up to the bait-and-switch.
This chapter covers the debt traps encountered outside
RI  WKH IHGHUDOO\ LQVXUHG ÀQDQFLDO LQVWLWXWLRQV $)6 FUHGLW
products and services such as payday loans, pawn loans,
auto-title loans, “rent-to-own” agreements and refund
anticipation loans (RALs). Like traditional banks, these
businesses provide ready access to cash and/or credit.
However, their services are substantially more costly than
those typically offered by major banks, and they frequently
involve even more unfair, abusive and deceptive practices.
Enabled by government at all levels, the poverty industry
preys on the poor. For a long time the working poor have
been its main target, but the Great Recession has supplied
millions of new marks: people with busted credit, people
who are desperate for cash and people who have fallen

from the ranks of America’s disappearing middle class. At a time of unprecedented inequality, poverty and precarity, unprincipled money lenders
are poised to make a killing; stealing from people who have nothing means
indebting them, possibly for life.
During the 1990s, deregulation tore through every segment of the U.S.
ÀQDQFLDOV\VWHP/HQGLQJVWDQGDUGVZHUHORRVHQHGLQFUHDVLQJWKHDYDLODELOity of credit on Main Street as well as Malcolm X Boulevard. The resulting
proliferation of high-cost subprime loans was celebrated as the “democratization of credit.”27KHUROOLQJEDFNRI FRUHÀQDQFLDOFRQVXPHUSURWHFWLRQV
FUHDWHGDQXQSUHFHGHQWHGRSSRUWXQLW\IRUÀQDQFLDOH[WUDFWLRQ³WKHSURVSHFW
RI PDNLQJPRQH\RII RI SHRSOHZKRKDYHQRPRQH\2QWKHIULQJHVRI Ànance, money comes easy, but debts are built to last.
*LYHQWKHVWDWHRI KRXVHKROGÀQDQFHVULVLQJGHPDQGIRU´4XLFN&DVK)HZ
Questions Asked!” should come as no surprise. Having maxed out their credit
cards and bank credit lines, people increasingly rely on AFS providers. Most AFS
borrowers are unbanked, which includes about 20% of African Americans and
20% of Latino/as. But now 21 million borrowers are “underbanked,” meaning
they use AFS in combination with traditional banking services.3
About half of AFS users have incomes below the poverty line. This
means that a large percentage of the customer base of the so-called “poverty
industry” is not poor. In fact, it’s quite possible that many of the underbanked
QRWWRRORQJDJRTXDOLÀHGIRUprime mortgages and boasted incomes considerably higher than the national median. These are sure signs of precarity:
insecure and unpredictable living conditions, which harm material or psychological welfare.
Compared to traditional bank loans, fringe lending has its own peculiar
set of tricks and traps. But like any extension of credit, it involves a set of
expectations about the future. When we sign on the dotted line, we’re assumLQJWKDWWKLQJVZLOOJHWEHWWHUWKDWRXUÀQDQFLDOVLWXDWLRQZLOOLPSURYHHQRXJK
to make repayment possible. Lenders exploit borrowers’ dreams. In fringe
ÀQDQFHWKHDVSLUDWLRQVDUHVLPSOHUDQGPRUHLPPHGLDWHOLNHKDYLQJDZD\WR
get to work, buying groceries for your kids, bailing your cousin out of jail or
treating your aging mother to lunch on her birthday.
PAYDAY LOANS: HOW SHORT-TERM LOANS
BECOME LONG-TERM DEBTS

Nearly half of workers in the United States report living “paycheck-to-paycheck.”4 In other words, at least 60 million of us are one setback
DZD\IURPHFRQRPLFUXLQ$IWHU\HDUVRI LQVXIÀFLHQWLQFRPHZH·YHGUDLQHG
our savings just to cover necessary expenses. Those of us who’ve never been
able to accumulate savings already depend on short-term credit to get by. In
other words, we’ve gone into debt in order to live.
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In the early 1990s, there were fewer than two hundred payday lending
stores in America. Today there are 23,000—more than McDonald’s—making
payday lending a $50 billion industry. The deregulation of interest rates at the
end of the 1970s, which removed all caps and limits on interest, set the stage
IRUWKH´ULVHRI SD\GD\µ7RGD\ÀIWHHQODUJHFRUSRUDWLRQVZKLFKWRJHWKHURSHUDWHURXJKO\KDOI RI DOOORDQVWRUHVGRPLQDWHWKHLQGXVWU\2I WKHVHÀIWHHQ
six are publicly-traded companies: Advance America, Cash America, Dollar
Financial, EZ Corp, First Cash Financial, and QC Holdings.
Having witnessed the rapid and socially destructive effects of these
ORDQVÀIWHHQVWDWHVKDYHUHQHZHGFRQVXPHUSURWHFWLRQVDQGUROOHGEDFNDXthorizations of payday loans, eliminating payday loan storefronts. Another
eight states have limited the number of high-cost loans or renewals that lenders may offer. The reforms’ effectiveness, however, has been limited by the
advent of unlicensed online payday lending, which now comprises 35% of
the market and allows for even more egregious practices.
7KHDSSHDORI SD\GD\ORDQVLVWKHÁLSVLGHRI WKHEDUULHUVWRWUDGLWLRQDO
banking: convenience, ease of transaction and few questions asked. Payday
loans are small-credit loans marketed as a quick and easy way to tide borrowers over until the next payday. However, the typical storefront payday
loan leaves borrowers indebted for more than half of the year with an average of nine payday loan transactions at annual interest rates over 400%.
And if you think that’s bad, try 800–1,000% APR in the case of online
payday loans.5
Make no mistake: payday lending is legal loan-sharking. The aim is to
prolong the duration of debt in order to extract as many fees as possible; this
is known as “churning,” and doing this every two weeks makes up 75% of all
payday loan volume. Typically, payday loan debt lasts for 212 days. Repeated
payday loans result in $3.5 billion in fees each year.6
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Payday loans are carefully structured to bring about this result. The
catch is the “balloon payment,” a well-known predatory practice. When
you take out a payday loan (normally $100 to $500), you put down collateral
(e.g., a postdated check or electronic access to your bank account) equal
to the loan amount plus a fee ($15 to $35 per $100 borrowed). At the end
of the typical two-week loan period, you either repay the total owed or
renew the loan for another two weeks. Few borrowers (only 2%) are able
to make the balloon payment, so instead they pay only the fee and renew
the loan, which grows in size due to compound interest.7 With every reQHZDOWKH´EDOORRQµJURZVELJJHUPDNLQJUHSD\PHQWHYHUPRUHGLIÀFXOW
In the meantime, the lender goes on extracting fees every two weeks, and
pretty soon, you’ve repaid the amount of the original loan (the principal),
yet you are forced to continually renew the loan until you can repay the
KXJHO\LQÁDWHGEDODQFHLQRQHOXPSVXP$FFRUGLQJWRWKH)HGHUDO7UDGH
Commission, a number of online lenders obtain borrowers’ bank account
information in order to deposit funds and later withdraw the repayment,
with a supposed one-time fee.8 In actuality, withdrawals occur on multiple
occasions, with fees each time. The FTC cites a typical example where
someone borrowed $300 and, after the lender withdrew many times, the
borrower was ultimately expected to pay $975. As you can see, with payday
loans, the term “debt trap” takes on a whole new meaning.
The payday industry lobby group, which misleadingly calls itself the
Community Financial Services Association (CFSA), tries to get some cover
for its predatory behavior by warning, “Payday advances should be used for
VKRUWWHUP ÀQDQFLDO QHHGV RQO\ QRW DV D ORQJWHUP ÀQDQFLDO VROXWLRQµ ,Q
actuality, the vast majority of borrowers (69%) use payday loans for everyday
expenses, just to get by. A recent Pew survey shows that only 16% of borrowers actually used them in emergencies.9 All of the evidence consistently
shows that borrowers do not use this hazardous product as prescribed and
WKXVHQGDQJHUWKHLUÀQDQFLDOOLYHV7KLVDPRXQWVWRÀQDQFLDOPDOSUDFWLFH
Still, 12 million Americans have used payday loans over the past
year. And who can blame them? If you have lousy credit and need cash
fast, a short-term, no-credit check loan seems like a lifeline, just like the ads
promise. No doubt, the loans offer short-term relief, but in exchange for
ORQJWHUPÀQDQFLDOKDUP$FFRUGLQJWRWKH&)6$´SD\GD\DGYDQFHFXVWRPers represent the heart of America’s middle class.”10 This particular industry
talking point has truth to it. The core market for payday loans are people with
regular incomes and/or bank accounts who are expected to “secure” their
ORDQVZLWKSD\VWXEVEHQHÀWVWXEVRUSHUVRQDOFKHFNV³WKDWLVWKHJURZLQJ
class of the underbanked.
$UHFHQWVXUYH\RI SD\GD\ORDQXVHUVFRQGXFWHGE\WKH3HZ&HQWHUÀQGV
WKDW PRVW ERUURZHUV DUH ZKLWH IHPDOH DQG IURP WZHQW\ÀYH WR IRUW\IRXU
years old. However, certain groups disproportionately use payday loans: those
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without a four-year college degree, home renters, African Americans, those
earning below $40,000 annually and those who are separated or divorced.11
People of color are targeted for exploitation by payday lenders and fringe
ÀQDQFHPRUHEURDGO\/LNHRWKHUIRUPVRI $)6WKHLPPHQVHH[SDQVLRQRI 
payday lending has overwhelmingly taken place in communities of color. In
California for example, Black people are more than twice as likely as whites
to live within one mile of at least one payday lender.12 The CFSA and leading
payday lenders have for years cultivated relationships with Black leaders and
organizations—lawmakers, celebrities, elders of the civil rights struggle—
as part of their lobbying and marketing campaigns.13 “Just like they target
minority groups to sell their products, they target minority groups to make
their products look legitimate,” says critic Keith Corbett, executive vice president of the Center for Responsible Lending.14 Contrary to claims that payday
lending represents the “democratization” of credit, the kind of credit payday
lenders are selling leads only to cycles of ever-growing debt.
WAYS OUT
With payday lenders you are dealing with the worst of the worst.
These are people who know they are charging rates of interest that ought
to be illegal, that used to be illegal, that have always been illegal in just
about every other country that has ever existed in the world. While it is
EHVW WR DYRLG SD\GD\ ORDQ RIÀFHUV HQWLUHO\ ZKHQ GHDOLQJ ZLWK RQH LW LV
important to remember: this person knows that what they are doing is
wrong. If they have any human decency, they are secretly wracked with
JXLOWHYHQLI WKH\GRQ·WWKH\DUHWHUULÀHGWKDWWKHZRUOGZLOOÀJXUHRXW
what they are really up to and recognize it as a criminal activity, since
that’s what it really ought to be.
If you have outstanding debt with a payday lender, remember:15
3D\GD\ORDQVDUH unsecured debt. This is any type of debt or general obOLJDWLRQWKDWLVQ·WFROODWHUDOL]HGE\DOLHQRQVSHFLÀFDVVHWVOLNHDKRXVH
or car. In the event of default, the lender has no legal claim on your
assets, no matter what the debt collectors say.
0DQ\SHRSOHGHIDXOWDQGH[SHFWDWLRQVRI WKDWRXWFRPHDUHEXLOWLQWR
the business model. The typical “risk premium” (the cost increase required to compensate for credit risk) is so high that even with 15–20%
default rates, payday lenders are highlySURÀWDEOH
,QWKHHYHQWRI GHIDXOWOHQGHUV·RQO\PHDQVRI UHWDOLDWLRQLVWRUHSRUW
the event to a credit agency. They commonly try to persuade borrowers
that repayment of payday loans strengthens credit—the industry even
funds research to peddle this myth—but it’s not true. Reports of any
transactions with payday lenders will harm your credit. And if you’re
taking out one of these loans, odds are your credit is already damaged.
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HOW TO DEFAULT ON A PAYDAY LOAN
It should go without saying that executing the following plan is high risk.
Think and act carefully!
1. Take out a loan with an online payday lender. Create a new email address and obtain a prepaid cell phone; use that information on the application. For extra protection, use a computer at the library. If there is
a call center that wants to talk to you, get someone else to speak since
they might record your voice.
2. When you sign up for a payday loan, you enter into an agreement between yourself and the provider that they have the right to take money
from your bank account or charge your debit card automatically when
your due date arrives. Only JLYHWKHPWKHULJKWWRRQHVSHFLÀFEDQN
account or debit card.
3. Wait until they decide to debit you. Then call them up, ask why you
ZHUHFKDUJHGDQGWHOOWKHPWKDW\RXQHYHUÀOOHGRXWWKLVDSSOLFDWLRQIRU
DORDQ*UDQWHGWKLVDUJXPHQWLVPRUHGLIÀFXOWLI \RXXVHGDSD\GD\
ORDQEHIRUH\RXZDQWWRPDNHLWVHHPDVLI \RXUÀQDQFLDOVLWXDWLRQLV
good enough that you don’t need one.
,I \RXNHHSÀJKWLQJWKH\will refund you. Fraud happens all the time
on the internet, so your claims are perfectly plausible. If they persist, say that you’re going to call the relevant regulatory agencies. Many
times they will cave in because most online payday loan companies do
not want to get the government involved.
If this works, then you’re in the clear! You get free money, your
credit score is unharmed and debt collectors will not harass
you. However, payday loan providers might not believe you
and keep charging you the outrageous rates.
To default: If you choose to pay via bank account transfers, then
move all of your funds from that bank account to other accounts. If you choose to pay via debit card, then cancel the
debit card.
The most annoying thing is that you’ll have to deal with debt collectors. This is why it is essential that you don’t supply your actual phone
number or email address; that way, they’ll just send you direct mail,
which you can always throw away. If they have your actual phone number or email address, they will harass you to no end, in which case just
keep ignoring them. They are trained liars. (For more advice on dealing with
debt collectors, see Chapter IX.)
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The following information comes from an
anonymous former payday loan employee:
HOW

TO

DESTROY

THE

PAYDAY LOAN INDUSTRY

1. Identify a group of people planning to move
between any of the four countries: United States,
Canada, England, and Australia. Have each
person take out a number of payday loans.
2. Once you get about $10,000 in loans, move
the money to different bank accounts so the
dpnqbojft!epou!ibwf!bddftt!up!ju/
3. When you move to another country, your credit
tdpsf! xjmm! cf! b! cmbol! tmbuf! boe! zpvmm! ibwf! gsff!
money to fight the system.
4. With about a thousand people willing to travel
between the four countries, you can take out a
few major international pay loan providers, like
Wonga and Enova Financial.

PAWNSHOP AND AUTO TITLE LOANS

Unlike payday loans, a pawnshop loan is when a borrower gives property
to a pawnbroker to secure a small loan. The loan is generally for one-half
of the item’s value. If the borrower is able to repay the loan with interest by
the due date—typically between one and three months—then the item can
be retrieved.16 The average pawnshop loan is for $70, and approximately one
RXWRI HYHU\ÀYHSDZQHGLWHPVDUHQRWUHGHHPHG17 According to a survey by
Think Finance, approximately one-quarter of eighteen- to thirty-four-year
olds who are un- or underbanked use pawnshops.18 Because U.S. citizenship
and regular income are not required for pawn loans, they are particularly
DSSHDOLQJ WR XQGRFXPHQWHG LPPLJUDQWV DQG RWKHUV ZKR PLJKW KDYH GLIÀFXOW\REWDLQLQJORDQVWKURXJKWUDGLWLRQDOÀQDQFLDOVHUYLFHV7HQVWDWHVGRQRW
require any cap on monthly interest rates and forty states do not require the
return of pawned items.19
A car-title loan is a similar product to a pawnshop loan, but even
more egregious—so much so that it is prohibited in thirty-one states.20 A
borrower in this case exchanges the title to their automobile for cash. The
vehicle can still be driven, however. Typically the loan is for about one-quarter of the vehicle’s value. If it is not repaid with interest within thirty days,
the lender could repossess the car or extend the loan for thirty more days and
add further interest. When annualized, the rate of interest for title loans is in
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the triple digits, and often exceeds 900%.21 LoanMax, an auto-title lender for
which Reverend Al Sharpton of all people did a television commercial, says
its average loan is $400.22 Suppose you take a $400 title loan from them. Thirty days pass and you can’t pay the $520 you now owe. Instead of repossessing
your car, the gracious lender decides to renew the loan. And then again. And
again. Title loans are renewed on average eight times per customer.23 Therefore, within a typical timeframe, you may end up owing nearly three-and-ahalf times what you originally borrowed!
Having property repossessed and incurring further debt are the tragic
yet predictable consequences of obtaining a loan through pawning. Payday
loans and other examples laid out in this chapter are no better. The information provided above offers a glimpse of how these loans dig people into
deeper desperation. Despite state regulations such as APR caps, these alterQDWLYHÀQDQFLDOVHUYLFHVDUHinherently SUHGDWRU\DQGFDQQRWEHPRGLÀHGWREH
substantially less harmful to borrowers. Pawnshop loans and car-title loans
should be avoided at all costs.
However, so long as viable alternatives remain inaccessible to those typically targeted by such institutions—traditionally low-income communities
of color, but increasingly Millennials of all backgrounds24—the problem will
remain and intensify. At the conclusion of this chapter, we contemplate a
handful of suggestions for obtaining cash without having to be on the receiving end of predatory lending practices.
RENT-TO-OWN STORES

Rent-to-own (RTO) lenders offer appliances, electronics and other items
which, as the name suggests, people can eventually own. This is different
from credit purchases where the customer immediately gains the title to the
product. Aaron’s and Rent-A-Center are two of the biggest such companies;
their mascots are a self-proclaimed “lucky” dog and Hulk Hogan respectively.
On both company websites, product prices are not listed; you must provide
some personal information, such as the last four digits of your Social Security
number, in order to even receive a quote. Aaron’s explicitly states that their
stores are “strategically located in established working class neighborhoods
and communities,”25 which is a euphemism for exploiting poor people and people
of color7KLVSUHGDWLRQLVDOVRXQDEDVKHGO\UHÁHFWHGLQ572FRPSDQLHV·RZQ
annual reports. Despite having fewer than half the number of customers
as payday lenders, the RTO industry generates a similar revenue.26 What accounts for high sales?
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Unsurprisingly, there’s a whole host of fees when using RTOs. Charges
often include “security deposits, administrative fees, delivery charges, ‘pickup payment’ charges, late fees, insurance charges, and liability damage waiver
fees.”27 These costs are generally not revealed to customers. Less than a third
of U.S. states require disclosure of the total cost to own, and even then, many
of these aforementioned charges are underestimated. With all of that on top
of an average APR around 100%, consumers typically pay between two and
ÀYHWLPHVPRUHWKDQLI WKH\KDGSXUFKDVHGWKHVDPHLWHPDWDUHWDLOVWRUH
On average, RTO customers spend an extra $700 a year.28 Failure to pay in
full, or defaulting, results in the repossession of the product and loss of any
money previously put toward the item.29 Only eleven states require any cap
whatsoever on the price of products or APR at RTO lenders.30
Items available at rent-to-own stores are readily available elsewhere, in
VRPHLQVWDQFHVIRURQHÀIWKRI WKHSULFHKRZHYHUWKLVPD\UHTXLUHVDYLQJXS
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until one can afford the retail value rather than resorting to paid installments.
If you need a computer, for example, consider borrowing one or using one
at the library until you can pay for it at a not-so-predatory store. It also might
mean being willing to relinquish a bit of luxury and buy items secondhand.
Either way, it ultimately beats the pitfalls of RTO lenders.
There are also many items that you can simply obtain for free, although
it may require waiting for just the right moment and taking time to do some
research. Websites like the Freecycle Network (freecycle.org) and the free
section on Craigslist (craigslist.org) have made this process much more convenient and accessible.
REFUND ANTICIPATION LOANS (RALS)

Refund Anticipation Loans (RALs) are yet another type of loan to exSORLW WKH XQEDQNHG DQG XQGHUEDQNHG )RU WKH OHQGHU WKH SURÀWV DUH KLJK
and the risks are low. Many tax preparation companies offer this service. For
those expecting much-needed cash from a tax refund but who cannot wait
several weeks for it, an RAL is an appealing quick solution. A taxpayer can
receive the full amount of their anticipated tax refund sometime between
WZRPLQXWHVDQGWZRGD\V/LNHRWKHUIULQJHÀQDQFHORDQV5$/VKDYHDWULSOH
digit APR.
Suppose you’re expecting a tax refund that approximates the average in
the United States in 2011, which was $2,193.31 Rather than wait to receive
the refund, you take out an RAL at a tax preparation company. In six weeks,
you receive your refund and at this point, assuming the APR is “only” 200%,
you’ll need $728.25 in addition to your refund in order to pay back your loan.
With a bank account, your tax refund could be deposited directly in less
than two weeks, but of course that’s not an option for the unbanked. Filing
taxes online, if possible, expedites the receipt of one’s refund. This approach
may meet the needs of those requiring cash in the immediate present without
having to lose so much money in the long run; however, receiving a refund
check presents its own problems if you don’t have a checking account (see the
section on CCOs in Chapter VII).
Another approach is to attempt avoiding having a tax refund at all. Until
\RX ÀQG LQVWLWXWLRQV LQ \RXU QHLJKERUKRRG OHQGLQJ PRQH\ IUHH RI  FKDUJH
to you, why should you in essence lend to the IRS at 0% APR? Instead of
getting a large sum once a year in the form of a tax refund, you can spread
that amount out amongst your paychecks. This requires adjusting your withholdings on your W-4. If you don’t have investments or itemized deductions,
it would be simple to calculate how many exemptions you should claim in
order to avoid a tax refund without getting a liability. Regardless of how
PDQ\GHSHQGHQWV\RXKDYH\RXFDQVWLOOFODLPIRUH[DPSOHÀYHGHSHQGHQWV
IRUSODQQLQJSXUSRVHV :KHQÀOLQJWD[HV\RXZRXOGOHJDOO\QHHGWRZULWHWKH
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actual number of dependents.)32 Many websites, including the IRS website,
feature a withholding calculator to help you make a more informed decision
about this approach.
SURVIVAL STRATEGIES

Throughout the last two chapters, several strategies have been raised for
DYRLGLQJRUEHDWLQJWKHYDULRXVLQVWLWXWLRQVWKDWRIIHUIULQJHÀQDQFH7KHVH
chapters have been written with the understanding that viable alternatives
are hard to come by in many areas. In the course of doing research, we
have often found that the recommended alternative to one segment of the
IULQJHÀQDQFHLQGXVWU\LVIUHTXHQWO\DQRWKHUVHJPHQW)RUH[DPSOHLQZDUQing against the dangers of refund anticipation loans, the suggestion is often
to instead obtain a prepaid debit card.
We have to work together toward rendering all such institutions obsolete, toward a situation where people can have basic needs met without
LPPHQVHVDFULÀFH1RWDEO\DWOHDVWRQHTXDUWHURI XQEDQNHGKRXVHKROGV
LQWKH8QLWHG6WDWHVGRQRWXVHDQ\IULQJHÀQDQFHSURGXFWVRUVHUYLFHV33
That is, over two million households are getting by without a checking
account, without subprime loans, without cashing checks at CCOs, and
without pawning their items. These households in particular have experiences worth sharing and learning from. It is our desire that others reading
this manual can provide their own strategies, which can be compiled and
included in later editions.
The unbanked and underbanked can in certain instances avoid subprime
loans. This may mean asking to borrow from friends or family, seeking emergency community assistance, and, if an option, asking your employer for advanced payment. Selling unwanted items on Craigslist or at thrift stores and
consignment shops is a more reliable source of cash than pawning. MoreRYHULW·VLPSRUWDQWWRFRQVLGHUZKDW\RXQHHGWKHPRQH\IRULQWKHÀUVWSODFH
Is there an alternative at a cheaper price, or perhaps a free alternative even?
:LOOEX\LQJVRPHWKLQJVHFRQGKDQGVXIÀFH",VLWZRUWKREWDLQLQJVRPHWKLQJ
immediately if it means paying more?
While these questions are important for individuals to contemplate in
order to avoid or minimize the harm done by AFS providers, we must go
deeper. The Debt Resistors’ Operations Manual, after all, is about collective action
and radical transformation.
While they may be designated as “fringe,” the payday loan companies,
the rent-to-own stores, the pawnshops and the check cashing outlets are all
central to the debt landscape we are describing in this manual. We must come
together to work toward the eradication of these venal institutions while
creating better ways of obtaining what we need.
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RESOURCES

WEBSITES
Financial justice research and advocacy for low-income and underrepresented communities:
Center for Responsible Lending (responsiblelending.org)
Consumer Action (consumer-action.org)
The Consumerist (consumerist.com)
Consumers Union – Defend Your Dollars (defendyourdollars.org)
LawHelp.org
National Consumer Law Center (nclc.org)
Neighborhood Economic Development Advocacy Project (NYC) (nedap.org)

)RUÀOLQJFRPSODLQWVDQGUHDGLQJFRPSODLQWVRI RWKHUFRQVXPHUV

&RQVXPHU3URWHFWLRQ)LQDQFLDO%XUHDX FRQVXPHUÀQDQFHJRYFRPSODLQW
Ripoff Report (ripoffreport.com)
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IX. DEBT COLLECTION:

EPO(U!GFFE!UIF!WVMUVSFT

It goes without saying that none of us wants to hear
from a debt collector. While once largely the province
of organized crime, debt collection has attempted to go
somewhat legit. This is not to say that today’s collection
agencies don’t resort to strong-arm tactics, including
harassing phone calls and threats that are often illegal.
Given the complexity of debt collection laws and regulations that vary state to state, there are hundreds of
ways a debt collector can engage in illegal practices, including but certainly not limited to harassment. The key
is to know your basic rights, and to record abusive and
illegal practices. In many cases, your debt can be erased
(due to collection agency misconduct) or reduced.
In some cases, you might even have the right to sue
for damages.
Collection agencies are counting on you to not do
your homework. They are counting on you to be an easy
mark and to be overwhelmed by Kafkaesque bureaucracy,
harassment and shame. Our current economic downturn
RQO\ DPSOLÀHV WKH SUREOHP (YHU\RQH KDV OHVV PRQH\
and more debt. Debt collectors themselves are making
less money and this is a recipe for more aggressive and
increasingly illegal tactics. Even if the collection agency
does not engage in activities and techniques that are technically illegal, they are likely to use intentionally obfuscating tactics. If this sounds like the kind of thing that we’re
DOOXVHGWRIURPFUHGLWFDUGÀQHSULQWDQGJ\PPHPEHUship terms, that’s because it is.
While this chapter can’t tell you everything you need
WRNQRZWRKDQGOH\RXUVSHFLÀFVLWXDWLRQLWFDQSURYLGH
a basic outline and point you to resources that can help
beat the system that wants you to fail.

WHAT IS A COLLECTION AGENCY AND WHY
ARE THEY CALLING YOU?

A collection agency often works on behalf of an original creditor (OC).
An OC can be a department store, a credit card company or a rent-to-own
furniture shop, just to name a few common examples—basically wherever you
took out a credit card or loan. When bills go unpaid, the OC contracts with
collection agencies or third-party debt collectors to collect the debt. In many
cases the collection agency simply takes a commission of every debt it collects
on behalf of the OC. Another likely scenario is that the collection agency has
bought your debt outright from the original creditor, such as a credit card company after a period of non-payment. Many banks are required by law to charge
off unpaid debts after a designated period of delinquency. The original creditor
may sell your debt to a collection agency, but the collection agency doesn’t pay
full price. In fact, it will almost certainly pay much less, usually 2%–25% of the
debt’s face value. So if you owe $1,000, the collection agency might pay $150
for the right to collect that $1,000 from you. The credit card company may also
claim your debt and all the interest and fees you have accrued as a write-off in its
ÀQDQFLDOÀOLQJV
In short, the collection agency is essentially buying the right to take a
gamble on your debt, debt that the OC may have already charged off. But
they aren’t just buying your debt. They are buying debts of hundreds, even
thousands, of people like you. For their gamble to pay off, they only need to
convince enough debtors—through legal means or otherwise—that we must
pay them. The collection agency might also tack on additional late fees and
interest all while harassing you by phone and by mail to collect.
HOW A COLLECTION AGENCY THINKS
It is key to understand how collection agencies think if you want to know
how to best engage with them.1 First, it is usually pointless to go back and
contact the original creditor. The original creditor almost certainly has an
agreement with the collection agency that prevents them from negotiating
directly with you.
Collection agents often receive little training beyond, “Here’s your desk,
your phone and computer—now go make some money.” Many collection
agency workers’ pay is tied to a monthly quota of how many debts they can
collect and it is common for collectors to employ more aggressive and illegal
tactics toward the end of the month. Because they work on monthly commission, collection agency workers are also most likely to pursue the people
with the largest debts and the people who seem most likely to pay.
It is important to remember that you are the most important variable to a
collection agent. To quote one message board familiar with their tactics, “It is
your fears, your fantasies, your partial understanding of the truth that empowDEBT COLLECTION | 85

ers the debt collector and each of these is a weapon to be used against you.
By carefully stating half-truths and letting your imagination run away . . . ”
It is also important to note that there are two common types of collection agencies: letter writers and just plain “collection agencies.” Letter writers
basically just write letters directing you back to the original creditor to make
your payment. Collection agencies require you to pay them directly, often so
they can be assured they will get their commission from the OC. Either way,
they must include a mini-Miranda in their letters or read it during their phone
calls. If they do not, you may have grounds to sue.
,I  \RXU ÀUVW FRQWDFW ZLWK D FROOHFWLRQ DJHQF\ LV RYHU WKH SKRQH WKH
mini-Miranda warning should sound something like this:
´+HOOR,DP>QDPHRI FROOHFWRU@,DP>RU´WKLVRIÀFHLVµ@DGHEWFROOHFWRU
representing [creditor]. Information obtained during the course of this
call will be used for the purpose of collecting the debt.”

,I \RXUÀUVWFRQWDFWZLWKWKHFROOHFWLRQDJHQF\LVYLDPDLOWKHPLQL0Lranda should look something like this:
“This correspondence is an attempt to collect a debt. Any information
obtained will be used for that purpose. Unless within 30 days of your
receipt of this notice, you notify us that you dispute the validity of this
GHEWLWZLOOEHDVVXPHGWREHFRUUHFW,I \RXQRWLI\WKLVRIÀFHZLWKLQWKLUW\
GD\VWKDW\RXGLVSXWHWKHYDOLGLW\RI WKHGHEWZHZLOOREWDLQYHULÀFDWLRQ
of the debt or a copy of the judgment. If you request it within 30 days,
we will provide you with the name and address of the original creditor (if
different from the current creditor).”

Do not ignore the call or letter. The biggest mistake people make when they
get a letter or call from a debt collection agency is to ignore them and hope
they will go away. Because you have 30 days to contest the debt, you must act
immediately. If you ignore the contact, you are by default agreeing that the
debt is legitimate.
Whether the debt is legitimate or not:
:ULWHDOHWWHUWRWKHRIÀFHRI WKHFROOHFWLRQDJHQF\RUDWWRUQH\DQGVWDWH
that you (a) dispute the bill; and that (b) you want a full accounting of
the monies claimed to be owed. The Fair Debt Collections Practices
Act of 1996 (FDCPA) requires they contact the original creditor to seFXUHIXOODFFRXQWGHWDLO:LWKRXWDFRQÀUPHGDFFRXQWLQJRI WKLVGHEW
they cannot return to the collection process.2
,QUHVSRQGLQJWRDFDOODGYLVHWKHFROOHFWRUWKDW\RX D DUHGLVSXWLQJ
WKHGHEWDQGWKDW\RXDUHGRLQJVRLQZULWLQJWRKLVKHURIÀFHVDQG
that (b) you do not want to receive a call from this agency at your
place of work and that they can only contact at your home (or on your
86 | THE DEBT RESISTORS' OPERATIONS MANUAL

cell phone if you don’t have a home telephone) between the hours
of X and Y.
There is a decent chance that you may not hear back. Remember, the
collection agency is most likely to pursue the people they think are most likely
to pay. You may have to continue to write to them, and even threaten to sue.
(See Appendix D for sample letters.)
SOME IMPORTANT THINGS TO KNOW

STATUTE OF LIMITATIONS ON DEBT
In every state there is a statute of limitations (SOL) for outstanding
debts—a limit on the number of years in which a creditor may attempt to
pursue payment. Each state is different so you should check.3 Some states,
OLNH.HQWXFN\DQG2KLRKDYHH[WUHPHO\ORQJSHULRGV ÀIWHHQ\HDUVIRUZULWten debt agreements) while states like Mississippi and North Carolina have
much shorter periods (three years for written debt agreements). If there is a
dispute about which state’s laws apply, you can be assured that the collection
agency will argue for the state with the longer period.
When does the SOL clock start?
The SOL clock starts running on the date of the last activity of your account. This is often the date of your last payment but—and this is key—it may
also be the date when you entered into a payment agreement or simply acknowledged liability for the debt. This is why it is key to always contest liability.
If your debt is beyond the SOL you can contest the debt on these
grounds and, should you want to play offense, you can also attempt to set up
the collection agency for a FDCPA violation and hit them with a suit.
KNOW YOUR FDCPA VIOLATIONS
Even if your debt falls within the SOL, there is a good chance the debt
collector will engage in abusive or deceptive practices that are illegal under the
FDCPA, but it is up to you to know your rights, be vigilant and document any
violations. Violations are grounds for dismissing debt and related lawsuits.
Some common FDCPA violations
There are countless ways to violate the FDCPA and the longer you engage with your debt collector or agency (while continuing to dispute the
debt—this is very important), the greater the chance you will catch them in
the act. Unfortunately (or fortunately if you are a debt collector) only a small
fraction of violations go reported. You do not need a lawyer to contest debt
obligations or report FDCPA violations; you can take action on your own
and even win damages.
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Due to an absence of regulations and enforcement, debt collectors routinely break the law, verbally abuse and threaten debtors. These practices are
rampant in an industry that is run like the Wild West. Here are just some of
the very dirty tricks that debt collectors use:
Recently debt collectors have “embedded” themselves in hospitals—like
reporters in a war zone—coordinating with hospital staff to make bedside
visits. While patients are often at their most vulnerable, sick or injured and
naked except for a hospital gown, these debt collectors will attempt to shake
them down for money. Jessica Silver-Greenberg writes, “To patients, the debt
collectors may look indistinguishable from hospital employees, may demand
they pay outstanding bills and may discourage them from seeking emergency
care at all, even using scripts like those in collection boiler rooms.”4
,W LV FRPPRQ IRU GHEW FROOHFWRUV WR FDOO SUHWHQGLQJ WR EH SROLFH RIÀcers and claim that they have a warrant to arrest a debtor if they don’t pay
up. Debt collectors will often continually harass people for debts they don’t
owe or have already paid or for those that have already been dismissed in
court. Collectors frequently target the wrong person, mistaking one person
for someone else with the same or similar name. Debt collectors will lie and
say that they are calling on behalf of debt relief agencies, learn all about a
debtor’s situation and collect all of their personal information, and then use
it against them. Collectors have been known to illegally call employers and
inform them of employees’ debts. In the most extreme cases, debt collectors
have made disturbing threats to seriously harm debtors and their families.5
Although illegal, these tactics are rampant.
Even debt collectors who follow the law can legally mislead you or trick
you in other ways. Credit card companies have started data-mining cardholdHU·VSXUFKDVHVDQGXVLQJVRIWZDUHWRFUHDWHSV\FKRORJLFDOSURÀOHVRI WKHP
7KHVHSURÀOHVDUHWKHQXVHGE\GHEWFROOHFWRUVWRSV\FKRORJLFDOO\PDQLSXODWH
GHEWRUVWRSD\PRUHWKDQWKH\RWKHUZLVHZRXOGKDYHWRLQFOXGLQJDUWLÀFLDO
late fees that would otherwise have been waived. This tactic, although manipXODWLYHDQGLPPRUDOLVFRPSOHWHO\OHJDO$IWHUXVLQJDSV\FKRORJLFDOSURÀOHWR
swindle one debtor out of an additional $2,000, debt collector Rudy Santana
explained, “It’s all about getting inside their heads and understanding what
they need to hear.”6
KNOW YOUR RIGHTS
With all of this in mind, it’s important to know what debt collectors legally can and can’t do. Below is a basic list to help protect you:
$GHEWFROOHFWRUFDQRQO\FDOODWKLUGSDUW\RQFHDERXW\RXXQOHVVLW
EHOLHYHVWKHWKLUGSDUW\JDYHLWIDOVHLQIRUPDWLRQWKHÀUVWWLPH
&RQWDFWLQJ\RXEHIRUH$0RUDIWHU30LVLOOHJDO
<RXPXVWWHOODFROOHFWRUQRWWRFRQWDFW\RXDWZRUNE\VHQGLQJWKHPD
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cease and desist letter (see Appendix D, sample letter #2). You must send
WKLVFHUWLÀHGPDLODQGNHHSDFRS\IRU\RXUVHOI VR\RXKDYHSURRI RI 
receipt. If the collection agency contacts you again, other than to advise
you of their intent to take action, then they are violating the FDCPA.
8QGHUQRFLUFXPVWDQFHVGRHVDGHIDXOWRQDFDUORDQHTXDOWKHIW,WFDQ
not be reported to law enforcement. Legal repossession is the creditor’s right.
,I \RXGRQRWZDQWWREHLQFRQWDFWZLWKDGHEWFROOHFWRUWKHQWKDW·V
your right. It doesn’t cancel the debt but it is your right not to speak
with debt collectors.
$GHEWFROOHFWRUFDQQRWVHOODGHEWWRDQRWKHUFROOHFWLRQDJHQF\ZLWK
full knowledge that it has expired (see SOL) or is in dispute.
$GHEWFROOHFWRUPD\WU\WROHDG\RXWREHOLHYHWKDW\RXKDYHQRJURXQGV
for requesting a validation of debt (see Appendix D, sample letter #2).
$GHEWFROOHFWRUPD\WU\WRUHSUHVHQWWKHPVHOYHVDVDQDWWRUQH\RUODZ
ÀUPHYHQLI WKH\DUHDFWXDOO\QRWDQDWWRUQH\RUODZÀUP5HJDUGOHVVLW
is important to remember that collection attorneys also have to follow
the FDCPA just like collection agencies.
,I DGHEWFROOHFWRUVHQGVDQLQLWLDOQRWLFHDGYLVLQJ\RXRI \RXUULJKWWRD
validation of debt, then they cannot demand payment within the next
thirty days.
$FROOHFWRUFDQQRWFDOO\RXUMREDQGWHOO\RXU+5GHSDUWPHQWWKDWWKH\
need your work information (wages, schedule) unless a valid suit was
ÀOHGE\WKHPDQGWULHGLQDFRXUWRI ODZZLWKDMXGJPHQWLQWKHLUIDvor. Until this happens (if it happens), they cannot contact your HR
department or place of work, even if they claim to be looking for
information to sue you.
,WLVQRWXQKHDUGRI IRUGHEWFROOHFWRUVWRXVHIDNHFDVHQXPEHUVDQG
fake lawyers to scare an alleged debtor into paying. Of course, this is in
clear violation of the FDCPA.
5HJDUGOHVVRI ZKHWKHUWKHLQLWLDOFRQWDFWLVYLDPDLORUOHWWHUWKHFROlector must provide you with a mini-Miranda (see above). The mini-Miranda should also be on each and every communication you get from
a debt collector.
$FROOHFWRULVQRWDOORZHGWRUHYHDOLQIRUPDWLRQDERXWWKHHQYHORSH·V
contents on the outside of the envelope for others to see. Words such
as “past due” or “collections” are in clear violation of the FDCPA.
 $ GHEW FROOHFWRU FDQQRW LPSHUVRQDWH D ODZ RIÀFHU RU FODLP WKH\FDQ
throw you in jail for not paying your alleged debt.
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IDEAS FOR COLLECTIVE ACTION

7KHUHDUHWZRPDLQZD\VWRÀJKWEDFNDJDLQVWGHEWFROOHFWRUVOHWWHUZULWing and lawsuits for violating the FDCPA. Both could be made into mass actions that attempt to overwhelm debt collectors while also helping us reduce
our debts. With the right organizational structure, debtors being chased by
a common debt collector or debt collection agency can coordinate a welltimed, well-thought-out letter writing campaign. If many debts with the same
collector are disputed, it will clearly disrupt and possibly halt their business.
As far as we know, this has never been tried. If a collector violates the FD&3$ ZKLFKZRQ·WEHKDUGWRÀQGRXW DFODVVDFWLRQODZVXLWFRXOGEHRUJDnized. As usual, we recommend you consult a lawyer before considering this.
RESOURCES
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Written Off America (writtenoffamerica.com)
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X. BANKRUPTCY:

JU(T!CFUUFS!UIBO!OPUIJOH!
(SOMETIMES)
%DQNUXSWF\IRUVRPHSHRSOHVRPHWLPHVFDQEHDZD\WRÀJKW
back against the creditors and escape a life of indebtedness.
It is basically the modern version of debtors’ protection (yes,
like consumer protections), but as with any set of legal codes,
LWUHÁHFWVWKHVRFLHW\WKDWFUHDWHGLW$QGOHW·VUHPHPEHUWKDWLW
was created by an economic system predicated on maximizing
SURÀWDWDOOFRVWV$FFRUGLQJO\WKHSURWHFWLRQVWKDWEDQNUXSWcy offers are anything but clear or straightforward.
Bankruptcy can save lives and offers some people a world
of relief. But there are many forms of debt relief out there,
and bankruptcy is just one of them—a very legal one at that.
Many prefer the route of “private” debt settlement or negotiation, others seek credit counseling or debt management
programs, others fall prey to schemes plunging them further
into debt and still others simply stop paying and walk away or
go off-grid. This chapter aims to lend some clarity as to what
possibilities bankruptcy offers, as well as to its limitations.
A SHORT HISTORY OF DEBT FORGIVENESS

Debt forgiveness has a long history. The Bible is literally
full of passages about jubilees and other cancellations of debt.
The Qur’an also advocates debt forgiveness for those who
cannot pay. Of course not every society has protected its citizen debtors. In Ancient Greece, debtors unable to pay often
lost their entire families to debt slavery. Even though the right
to declare bankruptcy was legislated here in the United States
at a much later date than in other industrialized countries, its
application has been more debtor-friendly than most.
On the whole, bankruptcy in the United States has
been used by businesses more than individuals. Bankruptcy laws in favor of businesses were repeatedly passed and
UHSHDOHGWKURXJKRXWWKHWKFHQWXU\7KHÀUVWWUXO\PRGern bankruptcy laws in the United States appeared during
periods of “economic downturn” in the 1890s and 1930s.

These laws were largely about saving companies and businesses deeply in
debt. Businesses in the United States have always taken advantage of bankruptcy, especially in recent years, as companies have used it as a pretext to get
out of pension obligations and to break union contracts.
%XWVWDUWLQJLQWKH8QLWHG6WDWHVSDVVHGDODZWKDWPDGHLWVLJQLÀFDQWO\
HDVLHUIRULQGLYLGXDOVDQGIDPLOLHVWRJHWVLPLODUEHQHÀWVDQGSURWHFWLRQV,QWKH
1980s, people began to take more advantage of this possible liberation from debt.
,QWKHVMXVWRYHURQHLQDWKRXVDQG$PHULFDQVÀOHGIRUEDQNUXSWF\HYHU\\HDU
That began to rise dramatically over the course of the next decade. By 1990, the rate
KDGWULSOHGWRWKUHHLQDWKRXVDQGE\WKHODWHVLWZDVXSWRÀYH1   

A TALE OF TWO CHAPTERS
2YHUWKHODVWWKLUW\\HDUVWKHFRQÁLFWRYHUEDQNUXSWF\ODZKDVEHHQD
ÀJKWEHWZHHQFUHGLWRUVDQGGHEWRUV,WKDVODUJHO\EHHQ´DWDOHRI WZRFKDSters”: Chapter 7 and Chapter 13 of the Bankruptcy Code. Accordingly, there
DUHWZREDVLFRSWLRQVLI \RXDUHFRQVLGHULQJÀOLQJIRUEDQNUXSWF\DQGWKH\
are named after the relevant sections of the law. With a Chapter 7 bankruptcy, all your eligible debt is wiped away (or “discharged”), and that’s it. The
huge downside is that your non-exempt assets (these vary by state, but often
include basic things like your house, car, etc.) are also liquidated.
With a Chapter 13 bankruptcy, disparate debts are consolidated into a
single sum owed to the bankruptcy court, and a rigorous payment plan is set
XS XVXDOO\ODVWLQJWKUHHWRÀYH\HDUV 7KHPRQWKO\SD\PHQWVDUHIRUPDQ\D
substantial and unbearable burden, but all creditor efforts at collection must
stop. Foreclosure actions are also suspended during a Chapter 13 bankruptcy
proceeding (unlike a Chapter 7), although they can be resumed once the case
is completed. Many people choose Chapter 13 over Chapter 7 in an attempt
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to save their homes, cars and other non-exempt assets. The downside is that
you must then commit most of your “disposable income” to repaying your
GHEWV7KLVLQHVVHQFHPHDQVOLYLQJLQGLUHSRYHUW\IRUWKUHHWRÀYH\HDUVWR
satisfy what are likely illegitimate loans and criminal interest rates (the average interest rate on credit card debt is now around 13%). Still, the fact is that
many, if not most, Chapter 13s fail during the payback period, ultimately becoming counterproductive and leading to more debt. It’s not hard to see why
the creditors prefer it to Chapter 7.
Unfortunately, bankruptcy can only eliminate or lessen some types of
debt. Consumer debt (credit card, auto, stores, etc.) and medical debt are the
major forms, but it can also eliminate other unsecured loans such as payday
loans. A major victory for the creditors, however, is that the law prevents you
from eliminating student debt, tax debt or mortgage debt.
THE CREDITORS FIGHT BACK
The credit industry was alarmed by the boom in bankruptcies over the
last thirty years, and it began a vast lobbying and propaganda campaign to
tighten up the code. The line was that a moral rot was spreading throughout
the culture, and all the old moral lines about paying your debts were falling by
the wayside along with all the other “traditional values.”
,QGXVWU\OREE\LQJWRFXWEDFNEDQNUXSWFLHVFDPHXSVKRUWDWÀUVW'XULQJ
the Clinton years, bankruptcy overhaul bills were introduced but never made
LW DOO WKH ZD\ WKURXJK &RQJUHVV 7KH HIIRUWV ÀQDOO\ SDLG RII  LQ  ZKHQ
George W. Bush signed the preposterously named Bankruptcy Abuse Prevention and Consumer Protection Act. The original draft of the legislation was
GRQHE\0RUULVRQ )RUUHVWHUD6DQ)UDQFLVFREDVHGODZÀUPIRUWKHFUHGLW
card industry. But don’t think that “bankruptcy reform” was just a Republican
effort—one of the main supporters who ensured this bill got passed was none
other than current Democratic Vice President Joe Biden. The effect of this bill
ZDVWRPDNHLWKDUGHUDQGPRUHH[SHQVLYHWRÀOHIRUEDQNUXSWF\%XWGRQ·WOHW
that scare you away—it’s still quite viable (if it’s the right option for you).
The reform has been very good for creditors. Although there was a spike
LQ EDQNUXSWF\ ÀOLQJV LQ WKH \HDU RU WZR OHDGLQJ XS WR WKH SDVVDJH RI  WKH
ELOO³QHDUO\VHYHQRXWRI HYHU\WKRXVDQG$PHULFDQVÀOHGLQDQDOOWLPH
UHFRUG³ÀOLQJVWKHQFROODSVHGWRMXVWWZRSHUWKRXVDQGLQ)LOLQJVVRRQ
EHJDQULVLQJDJDLQEXWHYHQGXULQJWKH*UHDW5HFHVVLRQRI WKHÀOLQJ
UDWHQHYHUEURNHDERYHÀYHSHUWKRXVDQGHVVHQWLDOO\ZKHUHLWZDVLQWKHODWH
1990s, when both the unemployment rate and debt levels were well below
where they’ve been in recent years. According to a little statistical model we
have put together, this “reform” has blocked over six million bankruptcies
IURPEHLQJÀOHG 7KHUHZRXOGKDYHEHHQRYHUPLOOLRQÀOLQJVLQVWHDGRI 
eight million.) And a study by the Federal Reserve Bank of New York—hardly an institution known for being hostile to creditors—suggests that tight94 | THE DEBT RESISTORS' OPERATIONS MANUAL

ening up the bankruptcy code also increased the number of foreclosures,
because many debtors were denied this avenue of relief.2
THE BATTLE OVER CHAPTER 13
Before the 2005 “reform,” you had the option of choosing which chapter
WR ÀOH XQGHU 8QGHU WKH JXLVH RI  ´DEXVH SUHYHQWLRQµ KRZHYHU WKH QHZ ODZ
denies the Chapter 7 route if your income is above your state median. (The
median income is the one right at the middle of the distribution; half of all
households are above the median, and half are below. State medians run from
about $37,000 in Mississippi to $66,000 in Connecticut, with the national median around $50,000.) Of course, you could have an above-median income in an
expensive region like New York or San Francisco and not be living large at all.
%XWGHVSLWHWKHUHVWULFWLRQVRQ&KDSWHUÀOLQJVWKH\VWLOODFFRXQWIRUDERXW
of all bankruptcy cases, which isn’t much different from the pre-reform share.
The 2005 reform also increased the amount of documentation required to
ÀOH³WD[UHWXUQVSD\VWXEVKRXVHKROGEXGJHWLQIRUPDWLRQDQGVRRQ%HFDXVH
of that, and the increased amount of time that lawyers now have to devote to
DEDQNUXSWF\ÀOLQJIHHVKDYHULVHQGUDPDWLFDOO\7KHQHZODZDOVRUHTXLUHV\RX
WRFRPSOHWHDFRXQVHOLQJFRXUVHRIIHUHGE\DJRYHUQPHQWFHUWLÀHGSURYLGHU
$OORI WKLVFRQWULEXWHGWRORZHUÀOLQJUDWHVWKDQZHZRXOGKDYHVHHQRWKHUZLVH
It is clear that in the name of “abuse prevention,” the creditors and the
JRYHUQPHQWDUHIRUFLQJSHRSOHWRHLWKHUQRWÀOHIRUEDQNUXSWF\DWDOORULI 
WKH\GRWRÀOHIRU&KDSWHU$QGLWLVQRWKDUGWRVHHZK\&KDSWHULVLQ
many ways, another creditor scam. Unlike Chapter 7, creditors often recover
XSWRRI WKHRULJLQDOORDQZLWK&KDSWHU0DQ\RI WKRVHZKRÀOHIRU
Chapter 13 end up completely failing: the rate of “discharge” (getting one’s
debts forgiven) is around 30% according to most studies, and at most 50%
DFFRUGLQJWRRWKHUV,I \RXU&KDSWHUÀOLQJIDLOV\RXDUHOHIWLQDZRUVH
situation than where you started.3
And from here it only gets worse. One detailed law study found that
EDQNUXSWF\ ODZV VSHFLÀFDOO\ &KDSWHU  LPSOLFLWO\ IDYRU D FHUWDLQ SURÀOH
an “ideal debtor,” who is usually white and married. Most bankruptcy laws
tend to favor wealth over income, ownership over renting, formal dependents over informal dependents and heterosexual married couples, all of
ZKLFKKDYHVLJQLÀFDQWO\KLJKHUUDWHVLQZKLWHFRPPXQLWLHV%HIRUH$IULFDQ$PHULFDQVÀOHGIRU&KDSWHUQHDUO\RI WKHWLPHFRPSDUHGWR
less than 25% by whites. Why, you may ask? Here’s one explanation: a study
IRXQGWKDWZKHQDOORWKHUIDFWRUVDUHHTXDOL]HG LGHQWLFDOÀQDQFLDOFDVHV ODZyers are twice as likely to steer Black clients toward Chapter 13 than they are
ZKLWHFOLHQWV7KHVWXG\FRXOGÀQGQRRWKHUFDXVHEHVLGHVUDFLVPLQDOOIRUPV
conscious, unconscious, structural and institutional.
It is an uphill battle if you are an African American debtor: in another
display of overt racism, you are 20% more likely to have your Chapter 13
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cases dismissed by a judge. This discrimination has had a major impact on
African American debtors—they often avoid the option of bankruptcy altogether and seek other solutions: hiding, adopting aliases, refusing to pay and/
RUUHO\LQJRQKLJKO\SUHGDWRU\IULQJHÀQDQFLDOVHUYLFHV,WPD\DSSHDUDWÀUVW
JODQFHWKDWWKHDFWDFWXDOO\EHJDQWRHTXDOL]HWKHSOD\LQJÀHOGDFURVVUDFH
and gender by introducing the fairly objective “means test,” but it has, on the
contrary, continued the trend of favoring wealth over income and made the
whole process more intimidating and more expensive.4
WHO FILES FOR BANKRUPTCY? AND WHY?
The banks, government and media would have you believe that people
ÀOHIRUEDQNUXSWF\WRVFDPWKHV\VWHPRUEHFDXVHWKH\DUHÀQDQFLDOO\LUUHsponsible. This is nonsense of course. Elizabeth Warren made her career by
clarifying these myths around bankruptcy: most bankruptcies are simply not
FDXVHGE\ÀQDQFLDOFDUHOHVVQHVVEXWE\PDMRUOLIHPLVIRUWXQHVVXFKDVXQH[pected joblessness, illness or divorce. The major social reason for the rise in
bankruptcy over the decades has been the rise in consumer debt burdens, and
the major reasons for the rise in these debts are the stagnation of average
incomes, the elimination of caps on interest rates starting in the late 1970s
and massive public sector service cuts. The line of argument advanced by the
credit industry ignores the source of the debt to begin with: in a time of
vulnerable work markets and mass cuts in basic social services, most people
have no choice but to accrue debt to simply survive.
There has been a lot of talk about the role of medical debt in bankruptcies in the past few years—and for good reason. Medical debt is a major factor in bankruptcies. But it is not the only factor. Bankruptcy is not “caused”
E\DQ\RQHW\SHRI GHEW0RVWLQGLYLGXDOVDQGIDPLOLHVÀOLQJIRUEDQNUXSWF\
have auto debt, credit card debt, mortgage debt, student debt and also medical debt. The debt burden that households have been forced to take on is impossible to bear. Bankruptcy and mass default in this system are structurally
inevitable—bankers make loans they know we can’t pay!
And it would be a mistake to think, either pre- or post-2005, that the
U.S. bankruptcy laws and proceedings are fair across lines of gender, race
and class. Far from it. In terms of gender, it’s a complicated story. While the
UDWHVRI EDQNUXSWF\ÀOLQJVDUHIDUKLJKHUIRUZRPHQHVSHFLDOO\VLQJOHDQGRU
GLYRUFHGPRWKHUVWKH\DOVREHQHÀWIURPWKHVWUXFWXUHRI EDQNUXSWF\ODZV
Individuals with child support obligations (usually men) who declare Chapter
7 are freed up to then satisfy these obligations, since consumer debt can be
discharged but child support cannot. However, after the 2005 act, bankruptF\EHFDPHPRUHGLIÀFXOWIRUHYHU\RQHERWKVLQJOHPRWKHUVDQGWKRVHZLWK
child support obligations. And all of this begs the question: why are so many
single mothers (especially African Americans) declaring bankruptcy? And instead of looking for policy solutions or resorting to moral chiding, how can
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ZHDYRLGWKHVHVLWXDWLRQVRI LQGHEWHGQHVVLQWKHÀUVWSODFH":HKDYHQ·WVHHQ
these questions asked in any serious public forum.
In addition, there have been several reports in the last decade about the
connection between race and bankruptcy. Anyone connecting the dots between
UDFHSUHGDWRU\OHQGLQJDQGWKHÀQDQFLDOFULVLVVKRXOGQ·WEHVXUSULVHGE\
these results. Neil Ellington, executive vice president of a credit counseling
agency in Raleigh, N.C., had this to say on the matter of race and bankruptcy:
“The same underlying issues that created the problem in mortgage lending,
with minorities paying higher interest rates than their white counterparts havLQJWKHVDPHORDQTXDOLÀFDWLRQVDUHSUHVHQWLQDOOÀQDQFLDOÀHOGVµ5
So how bad is it? One study, focused on a neighborhood in Chicago,
IRXQG WKDW WKH UDWH RI  ÀOLQJV E\ $IULFDQ $PHULFDQV LV WULSOH WKDW RI  WKHLU
white counterparts. The reasoning isn’t completely clear, but it’s not hard
to speculate: Black people have found themselves systematically targeted by
ÀQDQFLDOSUHGDWRUVZKRDUHWDNLQJDGYDQWDJHRI WKHKXQGUHGVRI \HDUVRI 
material oppression that African Americans have faced in the United States.
%H\RQGSUHGDWRU\OHQGLQJ$IULFDQ$PHULFDQVDUHWDUJHWHGE\ÀHUFHGHEWUHGXFWLRQ VFKHPHV UHVFXH VFDPV DQG VKDG\ ÀQDQFLDO SURGXFWV SURPLVLQJ WR
save them from their debt burdens.6
IN THIS SOCIETY, EVERYONE WANTS YOUR MONEY

Anyone struggling with debt and/or contemplating bankruptcy is likely to
confront a lot of dubious operators. Worst of all are the characters who advertise
on late-night TV or on the web, offering debt-relief schemes. (Google the term
“debt relief ” for examples.) In the words of Charles Juntikka, a Manhattan-based
attorney who handles many bankruptcy cases, “I’ve never seen one that was legitimate.” Most operate at the margins of the law or beyond. Our advice: avoid
them like the plague.
%XWWKHUHDUHDOVRPRUHOHJLWLPDWHJURXSVDQGÀQDQFLDODGYLVRUVZKRZLOO
RIIHU\RXVWLOOGXELRXVDGYLFHDJDLQVWÀOLQJIRUEDQNUXSWF\7KHVWDQGDUGFODLPLV
that bankruptcy is an emotionally wrenching experience that will ruin your credit
IRU\HDUV$FFRUGLQJWRWKHVHVRXUFHV\RX·OOÀQGLWGLIÀFXOWRULPSRVVLEOHWRJHWD
FUHGLWFDUGRUDPRUWJDJHDIWHUÀOLQJIRUEDQNUXSWF\<RXPLJKWHYHQÀQGWKDWLW
“carries a stigma in your community,” according to the National Foundation for
Credit Counseling (NFCC), a trade association for the advice industry. Better to
tighten your belt and negotiate repayment plans with your creditors, they say. For
example, one advocate, Dave Ramsey, who dispenses advice from the perspective of the religious right, suggests selling everything but the bare necessities to
placate the creditors.
And they are right in one sense; bankruptcy is no picnic. But neither is “private” debt negotiation or settlement. Few people have the audacity and emotionDOVWUHQJWKWRÀJKWZLWKFUHGLWRUVIRUPRQWKVHVSHFLDOO\ZLWKRXWDODZ\HU*URXSV
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like the NFCC have been suspiciously silent about releasing data showing success rates in private negotiations, debt settlement plans and other alternatives to
bankruptcy. It’s hard to know who to trust when everyone wants your money.
Organizations like the NFCC will say terrible things about bankruptcy because
WKH\·UHIXQGHGE\WKHÀQDQFLDOLQGXVWU\DQGRWKHUSULYDWHVHFWRULQWHUHVWV:KLOH
they divulge few exact details about their funders, the program for its most recent
conference thanks sponsors including Bank of America, Chase, Citi, MasterCard
and Experian (the credit rating agency). The conference also featured “breakout
sessions” for creditors and a Creditors’ Day (as if the other days of the year
weren’t creditors’ days). It goes without saying that advice dispensed by NFCC
member organizations is not likely to be debtor-friendly.
NFCC’s ideals can be seen in the winners of their most recent Client of the
Year Award, Jerry and Sue Bailey of Jackson, Michigan. The Baileys “refused”
the temptation of “walking away” from $92,000 in credit card debt, opting inVWHDGIRUDUHSD\PHQWSURJUDPHQJLQHHUHGE\1)&&PHPEHUÀUP*UHHQ3DWK
They admit that paying off their debt was a struggle, but it was one “worth
making.” GreenPath (which, incidentally, paid its CEO about $600,000 in 2010)
DQGRWKHU1)&&PHPEHUÀUPVDUHSUHFLVHO\WKHRQHVZKRUXQWKHFRXQVHOLQJ
SURJUDPVÀOHUVDUHUHTXLUHGWRDWWHQG
So who can you trust? Bankruptcy lawyers? Let’s not forget that they make money off of debtors too. The only conclusion to arrive at is that every situation is different, and you should research the options that make the most sense for your situation.
$QGWKHUHDOFRQFOXVLRQLVWKDWZHVKRXOGQ·WKDYHWKLVGHEWLQWKHÀUVWSODFH
SO, SHOULD I FILE FOR BANKRUPTCY OR NOT?
Mr. Juntikka (the lawyer quoted above) rejects claims by the credit industry and the academics and counselors on their payroll that the rise in bankUXSWF\ÀOLQJVRYHUWKHODVWFRXSOHRI GHFDGHVLVWKHUHVXOWRI VSUHDGLQJPRUDO
rot and a growing indifference to debt. Most people are close to their credit
limit or behind on their payments—at a time when banks can raise the money
they lend you for close to 0%—and getting rid of that rapidly compounding
debt can be deliverance for many.
&RPSRXQGLQWHUHVWFDQEHOLNHDJRGGHPDQGLQJHQGOHVVVDFULÀFHVZLWK
no reward. If you have a $5,000 balance at 18% and make only the minimum
payment, it will take you almost twenty-three years to pay off the debt, and it
will have cost you nearly $7,000 in interest. Bankruptcy can reduce your credit card balance to zero in a matter of months—and put an end to calls from
collection agents too. There are consequences, of course, but being informed
and doing it right often makes it worth the risk.
0RVW$PHULFDQVDUHDIÁLFWHGZLWKDGHHSVHQVHWKDWQRWVHUYLFLQJRXU
debts is immoral and suffer immense amounts of guilt over falling behind.
:RUVHVWLOOLVWKHFRPPRQP\WKWKDWÀOLQJIRUEDQNUXSWF\PHDQVORVLQJHYerything. It isn’t totally false, but every state has a list of exempt assets, and
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Chapter 13 is designed so that some can actually save their non-exempt asVHWV:HUHFRPPHQG\RXUHVHDUFKDOORI WKLVFDUHIXOO\,QWKHHQGÀOLQJIRU
bankruptcy can be a tremendous relief.
Mr. Juntikka points out that his clients have suffered visibly. He describes
YHU\YLYLGO\WKHHPRWLRQDOVWDWHRI GHEWRUVZKHQWKH\ÀUVWDUULYHDWKLVRIÀFH
They’re miserable—sleeping badly, signs of stress written all over their bodLHV$VWKH\JHWWKURXJKWKHSURFHVVRI ÀOLQJIRUEDQNUXSWF\WKHLUGHPHDQRU
changes dramatically. “They’re sitting up straighter, their faces look better.”
And it’s easy to see why—the biggest relief bankruptcy offers is the “automatic stay” provision. In this provision, creditors and their debt collection
JRRQLHVKDYHWRVWRSKDUDVVLQJ\RXXQWLOWKHEDQNUXSWF\ÀOLQJLVFRPSOHWHG
and the court has ruled. In Chapter 13, the trustee assigned to your case
ensures that you no longer have to deal with creditors as you pay back your
GHEWIRUWKRVHWKUHHWRÀYH\HDUV DJDLQRQO\LI \RXDUHLQWKHPLQRULW\WKDW
successfully completes your plan).
,WFDQFRVWDVPXFKDVWRÀOHIRUEDQNUXSWF\WKHVHGD\V &KDSWHU
13 is more expensive), which, for people who are barely getting by, is a lot of
PRQH\<RXPD\EHDEOHWRÀQGDFKHDSHUODZ\HUDQGJHW\RXUFRVWVGRZQ2U
you can often get free legal representation by contacting your local bar association. It is possible to do it yourself using manuals and forms provided by
the likes of Nolo.com, but it can be a complicated process (which is how the
banks want it). And the failure rates without a lawyer are astonishing: 97%
of Chapter 13s failed without a lawyer! So, we recommend getting a lawyer
EHIRUHÀOLQJUHVHDUFKFDUHIXOO\KRZWRÀQGDJRRGRQH,W·VZRUWKWKHPRQey. And it can’t hurt to know the law a bit before you go—the study about
lawyers discriminating against African American debtors shows this clearly.7
What about my credit (and other cautions)?
The consensus in the credit counseling industry seems to be that for
most people, bankruptcy is actually, in the long run, good for your credit
score. If you’re considering bankruptcy, you’ve probably missed a few payments and are dealing with delinquency and default—which will wreck most
people’s scores. Counterintuitively, debt management programs or similar
plans don’t seem to do much for your credit. At that point, you need to make
a decision about bankruptcy.
:KLOHWKHMXU\LVQRWIXOO\RXWLWVHHPVWKDWÀOLQJIRUHLWKHU&KDSWHURU
Chapter 13 has an equivalent impact on your credit score. Either way, your score
will take a nosedive and you won’t have access to cheap or fair credit for a while.
%XWWKHUHLVDGLIIHUHQFHPRVWOHQGHUVVHHPWREHZLOOLQJWROHQGLI \RXÀOH&KDSter 7, as you are then clear of past debts and have disposable income. With Chapter 13, on the other hand, few lenders will do any lending during the payback
SHULRGZKLFKPHDQVLWZLOOWDNHDQH[WUDWKUHHWRÀYH\HDUVWRUHEXLOG\RXUFUHGLW
And remember, bankruptcy can stay on your credit score for seven to ten years.
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After bankruptcy, you will be an ideal target for the predatory loan sharks
in the industry; they love people who are struggling. They will tempt you with
low interest rates to start with, but then jack up rates and fees the minute that
balances rise and payments fall behind. Be careful. The best strategy after
bankruptcy is to accept a couple of cards. Study their terms and conditions
and use them very carefully. Read up about how to build your credit (carrying
DVPDOOEDODQFHPDNLQJUHJXODUSD\PHQWVHWF $OWKRXJKDEDQNUXSWF\ÀOLQJ
FDQVWD\RQ\RXUFUHGLWUHSRUWIRUDGHFDGHZLWKLQDFRXSOHRI \HDUVDIWHUDÀOing, it’s possible to get a respectable credit score—and with no late payments
and a steady job history, a mortgage could follow a couple of years later.
Still, it might be wise to wait longer; remember, you are especially vulnerable
to predatory lending at that point. All that being said, it can be disastrous to
declare bankruptcy a second time. Few credit scores can recover from that
(except patiently waiting seven to ten years).
/DVWO\WKHELJJHVWULVNLQÀOLQJIRUEDQNUXSWF\LVWKDW\RXUFDVHZLOOEH
dismissed, in which case you’ve wasted time and money, accrued more debt
WKH LQWHUHVW DFFUXHV UHWURDFWLYHO\ WR WKH WLPH RI  ÀOLQJ  DQG JDLQHG QRWKLQJ
And, your bankruptcy would still be on your credit report. This is obviously
WKHZRUVWFDVHVFHQDULR5HPHPEHUWKLVKDSSHQVIRUQHDUO\RI WKRVHÀOLQJ
for Chapter 13. Is it a scam? We’ll let you decide. We think the whole system
is a scam.8
COLLECTIVE SOLUTIONS

Unfortunately, for the most part bankruptcy offers only individual means
RI  ÀJKWLQJ WKH FUHGLWRUV ,W LV KDUG WR LPDJLQH KRZ WR XVH WKH EDQNUXSWF\
laws in order to organize mass direct action that would cause serious change
in our debt society. In terms of the racist nature of the existing bankruptcy
mechanisms, the most likely solutions to these problems would be continuLQJWRÀJKWVWUXFWXUDODQGLQVWLWXWLRQDOUDFLVPLQDOOLWVIRUPV7KLVFRXOGRI 
course be combined with launching a massive informational campaign in
communities of color to clear up the myths and disinformation surrounding
bankruptcy. And, although not ideal for many, there are other options for
debtors: debt negotiation or settlement, refusal, living off the grid, leaving
the country, etc. One form of collective action is to help each other and build
networks of mutual support for those struggling with debt.
With every bankruptcy, a bank or lender loses a certain amount of money—they have rigged the game, so they are probably recovering it in other
places. Nonetheless, with every bankruptcy, their books are slightly shaken.
One possible action would be a simultaneous mass bankruptcy of those eligible for Chapter 7. This could be organized so that a mass of debtors with
debt towards a certain bank declares bankruptcy all at once. We don’t know
enough about the industry to know what effects this could have. The organiz100 | THE DEBT RESISTORS' OPERATIONS MANUAL

ers would need serious legal counseling: bankruptcy laws are laden with fraud
protections, which would have to be carefully combed through before taking
action. Another possibility would be to organize a critical mass to declare
bankruptcy on student loans all at once—knowing they will be dismissed,
EXWGHÀDQWO\LQVLVWLQJLQFRXUWWKDWWKHGHEWVDUHLOOHJLWLPDWHDQGXQSD\DEOH
These actions would need years of planning, preparation and organization.
In reviewing the history of bankruptcy and how it has been used in the
8QLWHG6WDWHVWKHFRQFOXVLRQZHKDYHFRPHWRLVWKDWWKHEHVWZD\WRÀJKW
for debt forgiveness, cancellation and a society of fair and equitable credit
is to build a debt resistance movement to challenge the most fundamental
structures of this unjust economy—all while trying to help each other.
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XI. PROSPECTS FOR CHANGE:
JOIN THE RESISTANCE!

The chapters of this manual highlight various forms of debt
injustice. Hopefully reading them has made you angry. Debt
can be isolating and demoralizing. The most common emotion associated with debt is shame. We hope to transform
that shame into outrage—and that outrage into action.
In writing this manual we’ve struggled to balance
advice that you, the reader, can use to survive under this
debt regime with a structural analysis of the system that
put you in debt. The reason you have tens of thousands
of dollars of student loan debt or medical bills that you
cannot pay is because we live in a society that refuses to
make education and health care accessible and free to all.
You didn’t make some horrible mistake to get into the
situation you are in. You are not a failure, and millions
of people are in similarly dire straits. To again quote one
of Strike Debt’s early slogans: You are not alone/You are
not a loan.
There is strength in numbers. Individually our
debts overwhelm us; collectively our debts can overwhelm
WKHV\VWHP7KHUHDUHZD\VRI ÀJKWLQJEDFNDQGUHFODLPLQJ
our lives and our communities from the current state of
affairs. We are not looking for debt “forgiveness”; what we
VHHNLVWKHDEROLWLRQRI GHEWSURÀWHHULQJDQGLWVUHSODFHment by a society that nurtures the common good.
We should be clear: we are not against all debt nor
are we against credit. Rather, we call for new, fair arrangements that help us exceed the boundaries of the present
(as credit does) without burdening the future in chains of
compound interest.
THE RESISTANCE IS GROWING

All around the world, debtors are rattling the chains
of debt. We are seeing debt for what it is—a form of domination and exploitation—and we are collectively rising up

against it. From Chile to Québec, students have combined massive waves of
protests with organizational initiatives to challenge the debt bondage that
results from corporatized education. Countries like Spain and Greece are
experiencing massive popular uprisings against austerity. Their governments
have prioritized paying back foreign bondholders over providing for the people, and the people have had enough.
Students in Québec have popularized the symbol of the red square to
VLJQLI\EHLQJÀQDQFLDOO\´VTXDUHO\LQWKHUHGµDPLGWXLWLRQKLNHVFXWVLQVRFLDO
entitlements and the specter of spiraling student and consumer debt. In Europe, where elites tried to pass on the costs of their sovereign debt crises to
the most vulnerable populations—the young and the poor—protesters have
shouted, “We won’t pay for your crisis!”
Occupy Wall Street is another incarnation of this global uprising. Since
the fall of 2011, it has helped expose the double standards that have allowed the oligarchs to maintain their rule even as they ravage the economy.
Nowhere are these double standards more apparent than in Wall Street’s relationship with debt. Every month, the 99% dutifully make debt payments
under conditions set by the 1%. Like an ancient tribute payment to the empire, we pay our mortgages, student loans, credit card, car and medical debts,
DQG:DOO6WUHHWJREEOHVXSWKHSURÀW,I DQLQGLYLGXDOUHIXVHVWRPDNHWKHVH
payments, the banks and the government have the means to ruin their life. In
WKH\HDUVVLQFHWKHÀQDQFLDOFUDVKWKHGLVSDULW\EHWZHHQWKHJHQHURVLW\VKRZQ
to Wall Street (more than three trillion dollars of public money spent already,
with an additional 12.2 trillion committed by the U.S. government) and the
blatant lack of relief for household debtors and bankrupted municipalities
has made it quite clear whose debts are expected to be honored and whose
will be written off.
2QHSHUVRQ·VGHEWLVDQRWKHU·VSURÀW:KLOH2FFXS\:DOO6WUHHWKDVEHHQ
an encouraging sign that outrage around these issues is mounting, somehow
the conversation about debt in the United States is still dominated by rightwing pundits. They place all the blame for our nation’s mounting indebtedness on irresponsible individuals. Businessmen-turned-politicians tell us over
and over again that we must slash social spending and entitlement programs
EHFDXVHRI WKLVGHÀFLW,WLVWLPHWRVHWWKHUHFRUGVWUDLJKW
As we have shown in this manual, millions of us are the victims of predatory lending. And we understand that government debt is nothing like personal
debt. Around the world, debt is used to justify the cutting of basic services. The
problem is not that we are broke but that our public wealth is being hoarded.
We need a new social contract that puts public wealth to equitable use and
enshrines the right to live without the requirement of lifelong debt servitude.
This is the beginning of a radical debt resistance movement, and we
need you to be a part of it. There is a long and important history of debt resistance—a history that is as old as it is revolutionary—for us to learn from.
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LOOKING BACKWARD
From ancient times to the present, there have been powerful debt resistance movements that have challenged the harsh penalties associated with
debt default, including debt enslavement and debt incarceration. In ancient
Athens there was a practice of enslaving either the debtor or one of their
family members if their debt was unpaid. This practice expanded to the point
that civil wars broke out between debtors and creditors so often that the very
survival of the city-state of Athens was in question. This crisis stimulated a
major change in the Athenian legal system that outlawed the debt enslavement of fellow citizens and became a model for many societies down to the
formation of the American republic.
There was still widespread debt incarceration in the United States after
the “American Revolution.” (Even two signers of the Declaration of IndeSHQGHQFH ZHUH ODWHU LPSULVRQHG  7KH ÀUVW PDMRU UHEHOOLRQ LQ 86 KLVWRU\
after independence, Shay’s Rebellion in 1786, was against foreclosures and
GHEWLPSULVRQPHQW,WWRRNPDQ\VWUXJJOHVWKURXJKRXWWKHÀUVWKDOI RI WKH
nineteenth century to end the practice of debt imprisonment. The great
post-Civil War struggles against foreclosures on small farmers in the Midwest
and South were moments of insurrection against the rule of the creditors’
logic. During the Great Depression, urban workers and rural farmers banded
together to block home evictions and farm foreclosures. Workers also organized their own credit and mutual aid associations to create alternative ways
to borrow and lend without the threat of slavery and torture. Finally these
insurrections forced the federal government into passing “personal bankUXSWF\µODZVWKDWOLPLWHGWKH´SRXQGRI ÁHVKµVRPHFDSLWDOLVWFUHGLWRUVZHUH
demanding from workers who defaulted.
Debt resistance movements have been the driving force behind many
of the most important struggles in the last twenty years. For example, the
alter-globalization movement of the late 1990s and early 2000s was a broad
constellation of social struggles against paying “odious” national debts to
international banks. The global justice movement that emerged in much of
the global south forced many banks (both private and international, like the
World Bank and International Monetary Fund) to renegotiate the loans by
cutting their interest rates, reducing the principal, and in some cases simply
“forgiving” the loan.
Along with these struggles against “national” debts there have been
remarkable recent struggles against personal debt like the movement of El
Barzón in Mexico. In 1994, the Mexican peso dramatically lost value comSDUHGWRWKHGROODUZKLFKVHWRII DVWHHSLQÁDWLRQWKDWLQFUHDVHGWKHLQWHUHVW
on variable-rate loans and often made loans, including mortgages, that were
denominated in U.S. dollars (as many were) ten times larger. This brought
nearly 30% of the people indebted to banks into default. The El Barzón
movement began by claiming that the loan repayment conditions after the
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collapse of the peso were the fault the government and the banks, and
that it would be unfair to hold the debtor responsible. Their slogan was,
“Debo, no niego, pago lo justo” (“I owe, I don’t deny it, I’ll pay what is fair”).
The movement grew rapidly across the country and was known both for
its practical approach (by setting up legal consultation services for debtors)
and its riveting tactics. It forced the government to come to the aid of the
HPEDWWOHGGHEWRUVDQGKDGDGHÀQLWLYHSRVLWLYHLPSDFWRQWKHLUVLWXDWLRQ
LOOKING FORWARD
Almost two decades later, Strike Debt, an offshoot of Occupy Wall
Street, emerged out of a series of open assemblies. It continues to spark
conversations about debt as a global system of domination and exploitation.
Debt binds the 99%—although as we’ve seen in this manual it binds some
people (women, people of color, and the poor) more tightly than others.
Debt resistance can take many forms and Strike Debt is developing tacWLFV UHVRXUFHV DQG IUDPHZRUNV IRU JHQHUDOL]LQJ WKH ÀJKW DJDLQVW WKH GHEW
system. These initiatives include publishing this manual and hosting debtors’
assemblies; supporting the work of the Occupy Student Debt Campaign and
their Pledge of Refusal; launching the “Rolling Jubilee,” a mutual-aid project
that buys debt at steeply discounted prices and then abolishes it (to learn
more, email rollingjubilee@gmail.com); and planning direct actions across
the country, ranging from debt burnings to targeted shutdowns of predatory
lenders of all kinds.
Planning for the slightly longer term, Strike Debt is focused on bringing debt resistors together with the aim of growing the struggle against
debt into a force to be reckoned with. Imagine, if you will, a global DebtRUV·8QLRQPDGHXSRI DQHWZRUNRI OHQGHUVSHFLÀFVXEXQLRQV)RUH[ample, if someone had a mortgage with Bank of America, tuition debt
from Sallie Mae and Citibank, and credit card debts with Wells Fargo
and Chase, when this person joins the union they automatically join the
sub-unions for Bank of America, Sallie Mae, Citibank, Wells Fargo and
Chase. These unions could, eventually, be platforms for sustained agitation, providing support for strategic actions, including debt strikes, akin
to the labor battles of earlier eras.
Underlying all these projects is Strike Debt’s support for a Jubilee—a
full cancellation of all debts. Civilization after civilization has recognized that
when debt gets unmanageable, it must be cancelled. This has happened many
times throughout history. We should remember that there are conservative as
well as revolutionary jubilees; debt cuts can save the system if what follows
is business as usual. A Debt Jubilee needs to be accompanied by a program
of social transformation.
Consider this call for a global jubilee from David Graeber’s Debt: The
First 5,000 Years:
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We are long overdue for some kind of Biblical-style Jubilee: one that
would affect both international debt and consumer debt. It would
be salutary not just because it would relieve so much genuine human
suffering, but also because it would be our way of reminding ourselves
that money is not ineffable, that paying one’s debts is not the essence
of morality, that all these things are human arrangements and that if
democracy is to mean anything, it is the ability to all agree to arrange
WKLQJVLQDGLIIHUHQWZD\,WLVVLJQLÀFDQW,WKLQNWKDWVLQFH+DPPXUDEL
great imperial states have invariably resisted this kind of politics.
Athens and Rome established the paradigm: even when confronted
with continual debt crises, they insisted on legislating around the edges,
softening the impact, eliminating obvious abuses like debt slavery, using
WKHVSRLOVRI HPSLUHWRWKURZDOOVRUWVRI H[WUDEHQHÀWVDWWKHLUSRRUHU
FLWL]HQV ZKR DIWHU DOO SURYLGHG WKH UDQN DQG ÀOH RI  WKHLU DUPLHV  VR
DVWRNHHSWKHPPRUHRUOHVVDÁRDW³EXWDOOLQVXFKDZD\DVQHYHUWR
allow a challenge to the principle of debt itself. The governing class of
the United States seems to have taken a remarkably similar approach:
eliminating the worst abuses (e.g., debtors’ prisons)*, using the fruits of
empire to provide subsidies, visible and otherwise, to the bulk of the
SRSXODWLRQLQPRUHUHFHQW\HDUVPDQLSXODWLQJFXUUHQF\UDWHVWRÁRRG
the country with cheap goods from China, but never allowing anyone to
question the sacred principle that we must all pay our debts.
$WWKLVSRLQWKRZHYHUWKHSULQFLSOHKDVEHHQH[SRVHGDVDÁDJUDQW
lie. As it turns out, we don’t ‘all’ have to pay our debts. Only some of us
do. Nothing would be more important than to wipe the slate clean for
everyone, mark a break with our accustomed morality, and start again.
What is a debt, anyway? A debt is just the perversion of a promise.
It is a promise corrupted by both math and violence. If freedom (real
freedom) is the ability to make friends, then it is also, necessarily, the
ability to make real promises. What sorts of promises might genuinely
free men and women make to one another? At this point we can’t even
say. It’s more a question of how we can get to a place that will allow us to
ÀQGRXW$QGWKHÀUVWVWHSLQWKDWMRXUQH\LQWXUQLVWRDFFHSWWKDWLQWKH
largest scheme of things, just as no one has the right to tell us our true
value, no one has the right to tell us what we truly owe.1

We all know that promises have been broken. The 1% have gambled with
our livelihoods. In contrast to their recklessness, those of us who advocate
debt refusal take our collective responsibility very seriously. By dissolving the
bonds which bind us to the 1%, we seek to forge new and equitable bonds
with one another. We recognize that everyone deserves adequate housing,
meaningful work, short hours, fair wages, access to health care and a truly
OLEHUDWLQJ HGXFDWLRQ :H FDQQRW IXOÀOO WKHVH REOLJDWLRQV LI  ZH FRQWLQXH WR
cooperate with the system as it currently exists. Why keep paying our money
to the Wall Street mob? We know our resources could be better spent.
Remember: we don’t owe Wall Street anything, we owe each other ev106 | THE DEBT RESISTORS' OPERATIONS MANUAL

erything. The possibilities of organizing around debt resistance are only beginning to be realized. Strike Debt, like Occupy Wall Street, hopes to inspire
autonomous action. It encourages all to resist. To contact Strike Debt, please
email strikedebt@interoccupy.net or visit strikedebt.org.
RESOURCES:

ARTICLES AND BOOKS

George Caffentzis, “University Struggles at the End of the Edu-Deal,” Mute Maga]LQH, April 15, 2010 (tinyurl.com/DROMCaffentzis1).
George Caffentzis, “Workers Against Debt Slavery and Torture: An Ancient Tale
with a Modern Moral,” Edu-Factory, July 2007 (tinyurl.com/DROMCaffentzis2).
Harry Cleaver, Jr., “Notes on the Origin of the Debt Crisis,” Midnight Notes, 1990
(tinyurl.com/DROMCleaver).
Silvia Federici, “African Roots of US University Struggles: From the Occupy Movement to the Anti-Student-Debt Campaign,” unsettling knowledges, January 2012 (tinyurl.com/DROMFederici1).
Silvia Federici, “The Debt Crisis, Africa and the New Enclosures,” Midnight Notes,
1990 (tinyurl.com/DROMFederici2).
Silvia Federici, George Caffentzis, and Ousseina Alidou (Eds.), A Thousand Flowers:
Social Struggles Against Structural Adjustment in African Universities, (Trenton, NJ: Africa World Press, 2000).
David Graeber, Debt: The First 5,000 Years, (New York, NY: Melville, 2011) (tinyurl.
com/DROMGraeber).
Midnight Notes Collective and Friends, Promissory Notes: From Crisis to Commons,
2009 (tinyurl.com/DROMMidnight).

NOTES
1. David Graeber, Debt: The First 5,000 Years, (New York, NY: Melville, 2011) (tinyurl.com/DROMGraeber), 390–391.
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APPENDIX A
7KLV LQIRUPDWLRQ LV VOLJKWO\ PRGLÀHG IURP &DUUHRQ DQG $VVRFLDWHV FDUUHonandassociates.com). We know you’re probably broke, especially if you’re in
debt, but of the resources we’ve found, this one is really worth the money if
you can afford it ($29.95).
1. Request for investigation of credit report
2. Dispute letter to credit bureau
3. “Intent to sue” letter to credit bureau
Reply to a CRA accusing you of credit repair
Send your letters to the address of the appropriate agency:
Experian
P.O. Box 9556
Allen, TX 75013
Equifax
P.O. Box 740241
Atlanta, GA 30374-0241
TransUnion Consumer Relations
P.O. Box 2000
Chester, PA 19022-2000

  

REQUEST FOR INVESTIGATION OF CREDIT REPORT

  

  

  
[Your Name]
[Your Address]
[Experian, Equifax or TransUnion address]
[Date]
Attn.: Consumer Relations

Consumer Relations Dept.:
I am requesting with this written notice that the following inaccurate
items be removed from my credit report. The items are not correct and are
FDXVLQJPHÀQDQFLDOGLVWUHVVEHFDXVHRI WKHLUGHURJDWRU\LQIRUPDWLRQ7KH
items are as follows:
[Creditor]
[Account number]
[Rating (e.g., curr was 30, charge off, 90 days, etc.)]
[Reason why it should be removed: i.e. not mine, never late, disputed before yet still remains, incorrect information like payment history, date
opened or balance owed.]
I understand you are required to notify me of your investigation results
within 30 days.
My contact information is as follows:
[Your Name, not signed]
DOB: [Date of birth]
SSN: [Social Security number]
[Address]
Sincerely,
[Your Name, signed]
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DISPUTE LETTER TO CREDIT BUREAU

Provide any proof you have with this dispute.
[Your Name]
[Your Address]
[Experian, Equifax or TransUnion address]
[Date]
To Whom It May Concern:
In reviewing my credit report, I realized there are several inaccurate listings. These accounts are incorrect and several are outdated. The following acFRXQWVQHHGWREHLQYHVWLJDWHGLPPHGLDWHO\WRUHÁHFWP\WUXHFUHGLWKLVWRU\
Acct: [-xxxx-xxx:]
This account is listed as being 60 days late. I have never been late on
this account.
Acct: [-xxxx-xxx:]
This account is listed as being 30 days late. This account does not
belong to me.
Acct: [-xxxx-xxx:]
This account is listed as being 60 days late. The creditor lost my check
and agreed to correct the late notation. (Enclosed is a copy of their
letter stating such).
Additionally you are reporting several other accounts as delinquent that
are past the seven-year reporting time as allowed under the Fair Credit Reporting Act. The following accounts should be deleted immediately:
Acct: [-xxx:] over seven years old
Acct: [-xxx:] over eight years old
Acct: [-xxx:] over seven years and four months old
Please forward an updated copy to me at your earliest convenience with
the above noted corrections. My current address is listed above.
Sincerely,
[Your Signature]
[Your Printed Name]
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JOUFOU!UP!TVF!MFUUFS!UP!DSFEJU!CVSFBV

Send this letter to the CRA if you intend on suing them. You can sue them in your county for
damages and subsequently send a copy of that to them, offering to settle or appear. If you sue
them, be sure you have a case.

[Your Name]
[Your Address]
[Experian, Equifax or TransUnion address]
[Date]

  

  

  

To Whom It May Concern:
5(),QWHQWWRÀOHVXLWYLRODWLRQRI WKH)&5$
It is a crime to threaten suit with no intention of doing so, therefore you
FDQWDNHKHHGWKDW,DPYHU\VHULRXVDERXWÀOLQJVXLWDJDLQVW\RXUFRPSDQ\,
KDYHVHQW>@SUHYLRXVOHWWHUVWR\RXDOOE\FHUWLÀHGPDLO UHFHLSWVHQFORVHG 
UHTXHVWLQJWKDW\RXUHPRYHLQDFFXUDWHLQIRUPDWLRQIURPP\ÀOHDQG\RXKDYH
failed to do so.
Accordingly, I can show a judge that these accounts are inaccurate and
that you violated the Fair Credit Reporting Act by ignoring my requests to
LQYHVWLJDWHWKHLWHPV0\SUHYLRXVOHWWHUV³DOOVHQWFHUWLÀHGPDLO³VWDWHGP\
reasons for an investigation and these reasons were not frivolous in any way.
,I WKLVÀQDOUHTXHVWGRHVQRWSURPSW\RXWRFRQGXFWDSURSHULQYHVWLJDtion of the accounts in question, and send proof to me of said investigation,
,ZLOOÀOHDFLYLOVXLWLQ>QDPHRI \RXUFRXQW\VWDWH@IRUGDPDJHV<RXFDQWKHQ
travel to defend yourself.
I take my credit very seriously and your lack of professionalism and assistance disgusts me. I am well aware of my rights under the FCRA and
intend to pursue them to the maximum.
I anticipate your response.
Sincerely,
[Your Signature]
[Your Printed Name]
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REPLY TO A CRA ACCUSING YOU OF CREDIT REPAIR

Use this letter to demand that a credit bureau continue to investigate items you have initiated
a dispute on. Often a CRA will accuse you of using a credit repair company, which by the
way is your right! Here is a letter to put them in their place and to avoid slowing your disputes.

  

  

  
[Your Name]
[Your Address]

[Experian, Equifax or TransUnion address]
[Date]
To Whom It May Concern:
RE: Credit Repair Accusation
Please be advised that I have received your computer generated letter stating
that you have ceased investigation of my credit reports because, in your opinion, you
believe that I have used a third party credit repair agency. Not only do I believe this
to be a stall tactic on your part to grant you an additional 30 days to comply with my
original request, but I believe it to be a blatant violation of the FCRA.
<RXZHUHDGYLVHGE\PHRQ>LQVHUWGDWH@E\FHUWLÀHGPDLO FRS\HQFORVHG WKDW,
questioned the accuracy of a few items on my credit reports. That request was written
by me and mailed by me—not a third party agency. It appears obvious to me that you
are abusing your power under the FCRA to escape a complete investigation.
Additionally there is no law that states a consumer cannot use a third party, so
using that as your excuse is a moot point. As a matter of fact, Congress has found the
whole process so overwhelming that they afford consumers the right to use a third
party on their behalf if the consumer so chooses. This is why your statement is so
outrageous.
I reserve the right to sue a credit bureau for violations of the FCRA and I believe
I can prove that you did not use reasonable measures to insure the accuracy of my
credit reports and now you are stalling the process further.
I realize disputes may be expensive and therefore it is your job to stall them, but
you do so at great risk. Please take notice that this letter dated [insert today’s date] is
formal notice to you that I am requesting that you continue forward with my original
investigation request and send the results to me within 15 days. I therefore legally and
lawfully refuse your “form letter,” thus giving you only 15 days, not 30 more.
I am outraged at your accusation and I have fully researched my rights in regards
WRP\FUHGLWÀOH,ORRNIRUZDUGWR\RXUH[SHGLWLQJP\RULJLQDOUHTXHVWLPPHGLDWHO\
Sincerely,
[Your Signature]
[Your Printed Name]
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APPENDIX B
$OO ÀYH VDPSOH OHWWHUV KDYH EHHQ PRGLÀHG IURP WKRVH PDGH DYDLODEOH RQ
ChexSystems Victims (chexsystemsvictims.com).
ChexSystems/TeleCheck Letters
1. Initial dispute
2. Demand for removal to reporting agency
3. Procedural request
Financial Institution Letters
'HPDQGIRUUHPRYDOWRÀQDQFLDOLQVWLWXWLRQ DEXVHIUDXG
'HPDQGIRUUHPRYDOWRÀQDQFLDOLQVWLWXWLRQ QRQVXIÀFLHQWIXQGV
Send your letters to the address of the appropriate agency:
TeleCheck Services, Inc.
Attention: Consumer Resolutions-FA
P.O. Box 4514
Houston, TX 77210
ChexSystems Consumer Relations
7805 Hudson Road
Suite 100
Woodbury, MN 55125

INITIAL DISPUTE

[Your Name]
[Your Address]
[ChexSystems or TeleCheck address]
[Date]
RE: Consumer ID # [Your Consumer ID #]
Consumer Relations Dept.:
I have recently been informed that there is negative information reportHGE\>1DPHRI %DQN@LQWKHÀOH>&KH[6\VWHPV7HOH&KHFN@PDLQWDLQVXQGHU
my Social Security number. Upon ordering a copy of the report, I see an entry from this bank listing a “[condition, e.g., NSF, overdraft, account abuse]”
in [month] [year].
I am unaware of ever having a “[same condition]” from this bank. Please
validate this information with [name of bank] and provide me with copies
of any documentation associated with this “[same condition]” bearing my
signature. In the absence of any such documentation, I ask that this inforPDWLRQEHLPPHGLDWHO\GHOHWHGIURPWKHÀOH\RXPDLQWDLQXQGHUP\6RFLDO
Security number.
You have 30 days to verify this information and to provide me with a
document bearing my original signature. If you cannot, I am demanding removal under the Fair Credit Reporting Act.
This report is severely restricting my banking abilities.
My contact information is as follows:
[Your Name, not signed]
[Social Security Number]
[Address]
Cc: [Lawyer’s name]
Sincerely,
[Your Name, signed]
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DEMAND FOR REMOVAL TO REPORTING AGENCY

[Your Name]
[Your Address]
[ChexSystems or TeleCheck address]
[Date]
RE: Consumer ID # [Your Consumer ID #]
Consumer Relations Dept.:
This letter is in response to your recent claim that [Name of Bank] has
YHULÀHGWKLVDFFRXQWWREHPLQH<HWDJDLQ\RXKDYHIDLOHGWRSURYLGHPH
with a copy of any viable evidence submitted by [Name of Bank]. Be advised
that the description of the procedure used to determine the accuracy and
completeness of the information is hereby requested, to be provided within
ÀIWHHQ  GD\VRI WKHFRPSOHWLRQRI \RXUUHLQYHVWLJDWLRQ
Additionally, please provide the name, address, and telephone number
of each person contacted at [Name of Bank] regarding this alleged account.
I am formally requesting a copy of any documents provided by [Name of
Bank]. If [Name of Bank] does not validate the debt, it is a violation of the
FCRA [611 [15 U.S.C. § 1681i] a 6 B iii:
“a notice that, if requested by the consumer, a description of the
procedure used to determine the accuracy and completeness of the
information shall be provided to the consumer by the agency, including
the business name and address of any furnisher of information contacted
in connection with such information and the telephone number of such
furnisher, if reasonably available”

The listed item is entirely inaccurate and incomplete, and represents a
very serious error in your reporting.
Failure to comply with federal regulations by credit reporting agencies
is investigated by the Federal Trade Commission (see 15 U.S.C. § 41). I am
maintaining a careful record of my communications with you for the purSRVHRI ÀOLQJDFRPSODLQWZLWKWKH)7&DQGWKH6WDWH$WWRUQH\*HQHUDO·V
RIÀFHVKRXOG\RXFRQWLQXHLQ\RXUQRQFRPSOLDQFH
My contact information is as follows:
[Same as sample letter #1]
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PROCEDURAL REQUEST

[Your Name]
[Your Address]
[ChexSystems or TeleCheck address]
[Date]
RE: Consumer ID # [Your Consumer ID #]
Consumer Relations Dept.:
As I have not heard back from you in over [15/30/45] days regarding my
notice of dispute dated [date letter was sent], I must presume that no proof
in fact exists.
You are currently in violation of the Fair Credit Reporting Act.
Your failure to respond, in writing, hand signed, and in a timely manner,
will work as a waiver to any and all of your claims in this matter, and will
entitle me to presume that you are reporting my name and Social Security
number in error, and that this matter is permanently closed. Remove me
from your records immediately.
)DLOXUHWRUHVSRQGZLWKLQGD\VRI UHFHLSWRI WKLVFHUWLÀHGOHWWHUZLOO
result in a small claims action against your company. I will be seeking $5,000
in damages for:
Defamation
Negligent enablement of identity fraud
Violation of the Fair Credit Reporting Act
For the purposes of 15 U.S.C. § 1692 et seq., this notice has the same
effect as a dispute to the validity of the alleged debt and a dispute to the validity of your claims. This notice is an attempt to correct your records, and
any information received from you will be collected as evidence should any
further action be necessary. This is a request for information only, and is not
a statement, election, or waiver of status.
My contact information is as follows:
[Same as sample letter #1]
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DEMAND FOR REMOVAL TO FINANCIAL
INSTITUTION (ABUSE/FRAUD)

[Your Name]
[Your Address]
[Name and address of original bank]
[Date]
RE: Acct # [Your Account #]
To Whom It May Concern:
This is a formal notice of dispute regarding information that [Name of
Bank] sent to [ChexSystems/TeleCheck], a consumer reporting agency.
The following false information was sent to [ChexSystems/TeleCheck]:
[List the information the way it is shown in the report]

  
This information was disputed with [ChexSystems/TeleCheck] on
>GDWH@KRZHYHU>1DPHRI %DQN@YHULÀHGWKHLQIRUPDWLRQDVDFFXUDWH7KLV
IDOVHO\UHSRUWHGLQIRUPDWLRQGDPDJHVP\ÀQDQFLDOUHSXWDWLRQDQGVKRXOGEH
removed immediately.
[Name of bank] reported [account abuse/suspected fraud/fraud] when in
fact, no [abuse/fraud] took place. There was no illegal activity on the account.
[Only include these two sentences if no money is owed to the reporting
EDQN@>1DPHRI %DQN@GLGQRWH[SHULHQFHDQ\ÀQDQFLDOORVVDQGQRPRQH\LV
owed on this account. There was no violation of the account agreement that
governed the account.
Under my rights under the Fair and Accurate Credit Transactions Act, I
am asking for an investigation of this reported information, and removal of
the false information reported to [ChexSystems/TeleCheck].
Sincerely,
[Your Name]
cc: [Bank branch where account was opened]
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DEMAND FOR REMOVAL TO FINANCIAL
INSTITUTION (NON-SUFFICIENT FUNDS)

[Your Name]
[Your Address]
[Name and address of original bank]
[Date]
RE: Acct # [Your Account #]
To Whom It May Concern:
This letter is regarding account # [xxxx-xxx], which you claim [condition, e.g., “I owe $100.00]. This is a formal notice that your claim is disputed.
I am requesting validation, made pursuant to the Fair Debt Collection
Practices Act. Please note that I am requesting “validation”; that is, competent evidence bearing my signature, showing that I have, or ever had, some
contractual obligation to pay you.
Please also be aware that any negative mark found on my credit reports,
including [ChexSystems/TeleCheck], from your company or any company
that you represent for a debt that I do not owe is a violation of the Fair Credit
Reporting Act. Therefore if you cannot validate the debt, you must request
that all credit reporting agencies delete the entry.
Pending the outcome of my investigation of any evidence that you submit, you are instructed to take no action that could be detrimental to any of
my credit reports.
)DLOXUHWRUHVSRQGZLWKLQGD\VRI UHFHLSWRI WKLVFHUWLÀHGOHWWHUZLOO
result in legal action against your company. I will be seeking a minimum of
$5,000 in damages for:
1. Defamation
2. Negligent enablement of identity fraud
3. Violation of the Fair Credit Reporting Act
For the purposes of 15 U.S.C. § 1692 et seq., this notice has the same
effect as a dispute to the validity of the alleged debt and a dispute to the validity of your claims. This notice is an attempt to correct your records, and
any information received from you will be collected as evidence should any
further action be necessary. This is a request for information only, and is not
a statement, election, or waiver of status.
My contact information is as follows:
[Same as sample letter #1]
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APPENDIX C

7KLV LQIRUPDWLRQ LV VOLJKWO\ PRGLÀHG IURP &DUUHRQ DQG $VVRFLDWHV
(carreonandassociates.com).  
    
  
    
    
    

REQUEST TO VALIDATE MEDICAL DEBT

[Your Name]
[Your Address]
[Address of Collection Agency]
[Date]
Amount of debt: [ ]
Date of Service: [ ]
Provider of Service: [ ]
Dear Collection Agent,
I received a bill from you on [date] and as allowed under the Fair Debt
Collections Practices Act (FDCPA), I am requesting that you allow me to validate the alleged debt. I am aware that there is a debt from [name of hospital/
doctor], but I am unaware of the amount due and your bill does not include
a breakdown of any fees.
Additionally, I am allowed under the Health Insurance Portability and
Accountability Act (HIPAA) to protect my privacy and medical records from
third parties. I do not recall giving permission to [name of provider] for
them to release my medical information to a third party. I am aware that the
HIPAA does allow for limited information about me but anything more is
to only be revealed with the patient’s authorization. Therefore my request is
twofold—validation of debt and HIPAA authorization.
Please provide breakdown of fees including any collection costs and
medical charges.
Provide a copy of my signature with the provider of service to release
my medical information to you.

Cease any credit bureau reporting until the debt has been validated by me.
Please send this information to my address listed above and accept this
OHWWHUVHQWFHUWLÀHGPDLODVP\IRUPDOGHEWYDOLGDWLRQUHTXHVWZKLFK,DP
allowed under the FDCPA. Please note that withholding the information you
received from any medical provider in an attempt to be HIPAA compliant
can be a violation of the FDCPA because you will be deceiving me after my
written request. I request full documentation of what you received from the
provider of service in connection with this alleged debt.
Additionally, any reporting of this debt to the credit bureaus prior to allowing me to validate it may be a violation of the Fair Credit Reporting Act,
which can allow me to seek damages from a collection agent. I will await your
reply with above requested proof. Upon receiving it, I will correspond back
E\FHUWLÀHGPDLO

Sincerely,
[Your Signature]
[Your Printed Name]
&HUWLÀHGPDLO1R>@
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APPENDIX D
%RWKVDPSOHOHWWHUVKDYHEHHQPRGLÀHGIURPWKRVHPDGHDYDLODEOHRQ'HEW
Consolidation Care (debtconsolidationcare.com/letters).
1. Dispute letter
2. Cease and desist letter
DISPUTE LETTER

[Your Name]
[Your Address]
[Collection Agency’s Address]
[Date]
Dear [Insert Name of Collection Agency]:
I am writing in response to your [letter or phone call] dated [insert date],
(copy enclosed) because I am disputing the alleged debt.
Before you contact me again, please provide me with the following documentation:
proof that you own the debt and/or are authorized to collect on this debt on behalf of the current owner;
proof that the debt was actually incurred by me with respect to the
original creditor;
a copy of any judgment (if applicable);
proof that you are licensed to collect debts in [insert name of your state]
Be advised that I have documented all correspondence with respect to
this debt and will not hesitate to report any violations of the law to my State
Attorney General, the Federal Trade Commission and the Better Business
Bureau.
Finally, if you are not authorized to collect this debt thereon, I demand
that you immediately forward this dispute letter to the original creditor to
inform them of my dispute.
Sincerely,
[Your Signature]
[Your Printed Name]

CEASE AND DESIST LETTER

[Your Name]
[Your Address]
[Collection Agency’s Address]
[Date]
Dear [Insert Name of Collection Agency]:
This letter comes in response to your repeated attempts to contact me
regarding an alleged debt, which I am contesting.
I demand that you cease and desist from any further attempt to contact
me at work or by phone.
Please be aware that I will continue to document all attempts to communicate with me with respect to the alleged debt, and that any further such
attempts may constitute a violation of the Fair Debt Collection Practices
Act (FDCPA). I will not hesitate to report violations of the law to my State
Attorney General, the Federal Trade Commission and the national Better
Business Bureau.
Sincerely,
[Your Signature]
[Your Printed Name]
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STRIKE DEBT!
STRIKE DEBT EMERGED OUT OF A SERIES OF OPEN ASSEMBLIES IN NYC IN MAY
2012. IT IS SPARKING CONVERSATIONS
ABOUT DEBT AS A GLOBAL SYSTEM OF
DOMINATION AND EXPLOITATION.
STRIKE DEBT IS DEVELOPING TACTICS, RESOURCES AND FRAMEWORKS FOR LINKING DIVERSE INDIVIDUALS AND COMMUNITIES TO ACTIVELY RESIST THE DEBT
SYSTEM. THESE INITIATIVES INCLUDE PUBLISHING THIS MANUAL; HOSTING DEBT
UFBDI.JOT!BOE!EFCUPST( !BTTFNCMJFT< !
SUPPORTING THE WORK OF THE OCCUPY STUDENT DEBT CAMPAIGN INCLUDING
THEIR PLEDGE OF REFUSAL; LAUNCHJOH! UIF! SPMMJOH! KVCJMFF- ! B! NVUVAL AID PROJECT THAT BUYS DEBT AT
STEEPLY DISCOUNTED PRICES AND THEN
ABOLISHES IT; AND PLANNING CREATIVE
DIRECT ACTIONS ACROSS THE COUNTRY,
RANGING FROM DEBT BURNINGS TO TARGETED SHUTDOWNS OF PREDATORY
LENDERS OF ALL KINDS.
JOIN THE RESISTANCE: STRIKEDEBT.ORG

a project of

STRIKE DEBT /
OCCUPY WALL STREET

TO THE FINANCIAL
ESTABLISHMENT OF
THE WORLD,
WE HAVE ONLY
ONE THING TO SAY:
WE OWE YOU NOTHING.

