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ABSTRACT

Federal Student Aid Policy in America :
Focus on Reform of the Federal Student Loan Program

Kana YOSHIDA
Graduate Student of Hiroshima University

The Guaranteed Student Loan (GSL) Program, enacted in 1965 via Title IV of the Higher
Education Act, is the largest single source of aid to students. Moreover it is the central
element in federal efforts to promote postsecondary educational opportunity. The aims of
this paper are to explicate the institution as well as the recent activity of the GSL
program, and to examine its characteristics.

Findings are as follows. First, at its initial enactment, the GSL program was simply a
subsidiary to a grant. However, due to the policy shifts beginning in the late 1970s, the
GSL came to be the foremost substantial means for students, inciuding low-income
student, to pay their college costs. Second, the system of federal guarantee of GSL loans
has rolled the quantitative expansion of those generated by banks. At present, many
question the meaning and future course of the GSL program due to the rising volumes of
loans and defaults created by the federal guarantee system. The system has been
evaluated as structurally defective because one, banks do not endeavor to collect loans that
are backed by federal guarantee, two, middle-income student do not have adequate access
to loans, and three, the burden on the federal budget from bank-interest subsidies is too
great. Third, trends of student loan policy activity show that with the enactment of the
Student loan Reform Act of 1993, direct loans have risen substantially against guaranteed
loans. The major purpose of policy shift is to reduce federal appropriation. Finally, even
as student loans become more critical to fund higher education, policy direction is obscure.
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