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Corporatization of National Universities and Accounting Issues

Kiyoshi YAMAMOTO *

The National University System in Japan is facing a major problem. The Ministry of Education,
Culture, Sports, Science and Technology is now planning to push national universities into a more
competitive environment through corporatization or agencification. Under the planned system, every
national university will be independent from the central government and have discretionary powers
in resource management, although the strategic goals will be set up by the Minister and the
performance will be evaluated by an evaluation committee. The system evidently originated in the
independent administrative institutions (IAls) that were established in 2001 and modeled after the
Executive Agencies in the United Kingdom.

Cporatization is definitely promoted by the public demand for strengthening accountability,
improving academic performance, and enhancing international competitiveness. The deve
corporatization raises three issues in light of financial management, especially accounting. First, each
national university will have to manage its resources independently and account for its performance
to the Ministry, whereas in the present system the Ministry manages the resources of all national
universities as a whole. Second, government control over national universities will be moved from an
ex ante assessment by budgetary items into an ex post evaluation of organizational performance.
Third, resource allocation will be significantly linked to university, department and academic staff
performance, while in the present system resources are allocated partly by an implicit ranking
among the universities.

In order to respond to these drastic changes, accounting in the corporatized system has to cope
with the following issues. The first is to disclose fully the financial performance of university in
terms of public accountability. The second is to measure the cost-performance in light of subsequent
evaluation. The third is to give useful information for decision making in resource allocation within
the individual university, in terms of harmonizing with departmental autonomy. This paper therefore
investigates these issues by means of a comparison with the financial/accounting system in Japanese

private universities, the British and American university systems.

* Professor, The Center for National University Finance



