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Japan’s Higher Education System

o Comprises of public and private institutions including for-
profit institutions.

o The public sector consists of national and local public
universities which are established respectively by the
national government, and prefectures or cities.

Private institutions enroll the majority of under graduate
students(73%), while national universities play a significant
role in research and post-graduate education.

o Pressure from international and domestic trends.
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Domestic Trends

o Decreasing young population
o From mass higher education to universal access.
o Fiscal Stress

o Lag behind in internationalization
(Fitzpatrick, 2008)
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International Trends (OECD, 2008)

o Expansion of higher education systems
o Diversification of provision

o More heterogeneous student bodies

o New funding arrangements

o

Increasing focus on accountability and
performance

New forms of institutional governance
Global networking, mobility and collaboration

oo
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E R #7% (OECD, 2008)
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Incorporation of National Universities

o Japanese national universities were
transformed into national university
corporations (NUCs) in 2004.

o Each national university became a juridical
public body or legal person separated
from the central government, although the
former position was just a branch of the
Ministry of Education.
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Aims of Incorporation

o Original and internationally competitive university

o Strengthening accountability to citizens and
society and introducing competitive policy

o Flexible and strategic management through clear
vision and responsibility

It is not only an educational reform but also public
sector reform highly influenced from NPM.
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Framework of the new system

o Medium term goals and plan
(Dquality improvement in teaching and research
@improving and efficiency in operations
®@improving financial matters
@self-evaluation and disclosure

o Management autonomy within the plan and
Annual plan

o Financial and Performance Reporting , Auditing
and Evaluation by a third party

o Feedback of evaluation results to funding the
next medium term goals and plan
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Governance of the Old System

o analysis adopting performance regimes model

o Corporatization changed the position of national universities from
hierarchical relation to multi- prmC|paIs and agent relationships or multi-
interrelated model (Talbot et al., 2005).

o Central Ministries Legisl?ture

Ministries Regulatory Agencies

Contractors/Partners —* Service Delivery Unit *—— Audit/Inspection
(National Universities)

Users Professional Institutes
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Governance of the New System

Hybrid of managerial, regulatory, political and market models

Central Ministries Legislature (Diet)

Minisitry of Education

Evaluation Committees

Partners/Contracts ——*NUCs +—— Audit/Inspection

Students Academics
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Accountability of the New System

o Using the concept by Romzek and Dubnick(1994)

Academic work

Administration
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Funding System for National Universities

o Base Funding + Competitive/Incentive/Performance Funding
o Base Funding =Formula based
Basic Operating Expenditures=Operating Grants (OG) +
Earned Income excluding competitive funds and contract research
OG(t)=(1-@)OG(t-1) + €
a: coefficient and depend on fiscal policy by the government
€ :special factor such as retirement allowances

Therefore, regime 1 for annual budget and regime 2 for medium term plan
are adopted.

indicator-based
& performance-based

indicator-based
& negotiation

base funding

teaching & research Regime 1 Regime 2

teaching only Regime 3 Regime 4

based on Geuna and Martin(2003)
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Corporate Governance: Before Incorporation
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Corporate Governance: After Incorporation

Education Minister

/

President Nomination Cunllnil.u:ri‘

Board of Directors

|

‘ Administrative Bureau ‘

— | Management Council

Academic Council

Faculty Meeting‘
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Management Systems

Area Before incorporation After incorporation

Organization Hierarchy, Departmentalism Mission oriented, Flexible

Performance | Compliance with regulation Managing for results
Personnel Seniority, Life-long employment Performance/competence
Term contract
Finance Line item control Block grant, incentive
system
Facility Departmentalism Flexible and Sharing
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Model

o Modifying the model by Beath et al.(2008) and supplementing
with resource based view (Barney, 2001)

max Ui (T, R)
subject to
@ Ci(T,R) < OR + EI + CF
@ Gi (T, R) > G,
® PCFS, < (1-B)PCFS,

: budget constraint
: performance goal constraint
: personnel cost constraint

where U=utility of university, i=university I, T=teachin%,

R=research, C=operating costs, OR=operating grants, EI=earned

income, CF=competitive funds, G=outputs of activities

SCIE‘)S:personnel costs for full-time staff, 8,v,0= coefficient >0,
=base,

CF=7+ pmax[0, g-q*], g*: research quality threshold for

granting
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Hypotheses

o H1: Teaching and research activities will increase in all
types.

o H2:Universities having hospitals will expand medical
activities accompanying with increasing medical staff costs
because marginal net income would be positive.

o H3:Universities without hospital will finance the money for

activities through more saving staff costs than those having

hospitals.

o H4:Resource allocation towards teaching and research will
depend on university type.
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Reality of Governance System

Reality in Governance

Central Ministries Legislature (Diet)

Ministry of Education Evaluation Committees

—_—

Partners/Contracts NUCs Audit/Inspection

Students Academics
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Impacts on Accountability

o Accountable to the society other than the government,
while the parliamentary control has decreased.

o Accountable for the results including teaching and research.

o Accountable to operations of resources.

o Mandates and accountability are concentrated in the
president.

o However, regulations from the central ministries have

varied from year to year depending on fiscal conditions and

government policy such as saving of personnel costs for
public employees.
o So additional burden limits the flexibility in management.
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Impact Analysis from Survey Data(1)

[ [ \ [
Facility | \
Personnel ‘ ‘ O Not change
L ‘ ‘ ‘ ‘ O Centralization
School O Reorganization
affairs ‘ ‘ ‘ ‘ ‘ ‘ @ Devolution
Finance ‘ ‘
\ \ \ \

0% 20% 40% 60% 80% 100%
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Impact Analysis from Survey Data(2)

Change in budgeting after corporatization (“largely increase”+
"somewhat increase”- “largely decrease”- “somewhat
decrease”) : %

__core research |

Enrl tnchini
facility expensE

strategic

president

discretion :l

-100 -50 0 50 100
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Impact Analysis from Financial Data(1)
Type ATC/TC ARC/RC ATC/APC
OId imperial(OI) 0.3340 0.1539 -2.406
Normal(NO) 0.3830 0.2258 1.111
Science& 0.3844 0.1204 2.067
Technology(SE)
Humanities(HU) 0.4024 0.1996 4.769
Comprehensive(CH) 0.1800 0.1298 -11.754
with Hospital
Comprehensive 0.3880 0.1231 1.761
without hospital(CN)
Medical(ME) 0.2157 0.2126 -0.153
Graduate(GR) 0.2813 - 0.0062 2.734

Note: Ax=x(2007)-x(2004)

TC=teaching cost, RC=research cost, PC=personnel cost
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247 ATC/TC ARC/RC ATC/APC
[HFEX(OI) 0.3340 0.1539 -2.406
HEKX(NO) 0.3830 0.2258 1.111
BT K(SE) 0.3844 0.1204 2.067
XH(HU) 0.4024 0.1996 4.769
KtEAREHA S 50.1800 0.1298 -11.754
#AKX(CH)
KEERER LG 0.3880 0.1231 1.761
BAK(CN)
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Impact Analysis from Fiscal Data(2) — o
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Findings

o From Survey Data (1) and (2), strategic
management and president’s leadership have
been strengthened.

Financial analysis shows that the hypotheses are
generally supported. At first sight it seems the
performance of national universities have been
improved. But except for old imperial type, the
personnel costs for full-time academic staff have
decreased. So in the long term, it has a risk
deteriorating the quality of teaching and research
unless higher productivity or innovation in
academic works will be accomplished.
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Discussion and Implication

o Outputs and quality of teaching and research have been
improved in quantitative terms.

o Finance figures in which all national universities have
reached to a net surplus situation in profit and loss
statements for FY 2007 and earned income also has
increased since FY 2004, have been formally improved,

o There are however many claims about difficulty in operation
or insufficient resources and burdensome works.

o Why and what is the funding source for increasing teaching
and research costs?

(Dsaving the personnel costs targeting for operating grants :
planned personnel costs>actual personnel costs

(@earned income: contract and competitive research grants

Qefficiency in consumables and administrative costs.
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Budget Difference in Personnel Costs(20006)

Y=(Actual personnel costs- budgeted personnel costs)/Budgeted personnel costs (%)

2 A
. /

o NO SE HY ME

\ca\cu GR
X

Notes

OI=old imperial(51.3), NO=normal(80.9)

SE=science & technology(61.0), HU=humanities(77.0)
ME=medical(47.2), CH=comprehensive having hospital(58.5)
CN=comprehensive having no hospital(76.2), GR=graduate(41.7)
Parentheses show the ratio of personnel costs to operating costs(%)
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Evaluation Results

o It is the final stage of evaluating performance for
national universities.

o The evaluation is comprehensive and
includes the level of teaching and research
by department for all national universities.

o The linkage between evaluation results and
funding for the next mid-term plan is under
discussion. Probably the extent of linking to
funding will be determined by university type.
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Conclusions

o Accountability of national universities to the society and top
management have been enhanced through management by
objectives and evaluation.

o fA_Iso quantitative figures have been improved in performance and

inance.

o However, strengthening accountability has made staff more
consuming administrative works despite decreasing full-time and
tenured staff.

o The competition within the national universities is in practice not
sector-wide but type-segmented owing to the differences in
resources and history.

o It is still too early to assess the impact of incorporation, because
it takes a long time to evaluate whether the outcomes of
academic works would be improved or not. Significant part of
performance in first mid-term is the results of the activities before
incorporation.

o It needs an insight to enhance the performance of whole of higher
education sector in terms of national strategy.
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Future Issues

o Setting up clear higher education policy as
the national priority

o Balancing accountability and flexibility in
operation i.e. more accountability less
transaction costs.

o Sustainability

o Harmonization of academic freedom with
contribution to the society

o International competitiveness
o Improving management skills
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