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(3) Revenue responsibility budgeting process flow diagram
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(4) Value responsibility budgeting process flow diagram
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What is Enterprising Universities,
Decentralization or Centralization?

Takashi HATA*

This paper examines the research trend towards marketization of higher education institutions in western
countries, and look at the background of enterprising universities and some of the features of their
organization, governance and management. Universities in many developed countries that were affected by
reduction of public funding have been changing their organizations, administrative construction and system
of allocation of funds in order to strengthen their capability to compete in the market. To achieve this,
university management is transformed into a company management structure. This has been called variously
“academic capitalism” (Slaughter & Leslie1997); “the entrepreneurial university” (Clark, 1998);
“commodification of higher education” (Rooney & Hearn, 2000); “an enterprise university” (Marginson,
2000); and “enterprising university” (Williams, 2003).

Clark (1998) showed in full detail that these enterprising universities had five elements: “steering core”;
“development of organizations linked with outside”; “diversified funding”; “stimulating entrepreneurial
units”; and “integration of an entrepreneurial culture”.

In particular, we should recognize that central to this issue is the problem of distribution of responsibilities
and authorities in enterprising universities. Most of the researchers and policy-makers in Japan have insisted
that responsibilities should be concentrated in the central administration in the universities that are to be
corporatized in 2004. The White Paper published by MEXT in 2001, titled New Vision for National
University Corporations (2002), proposed that each national university had to use its expanded autonomy to
decide on employment conditions and academic organization as a result of changing their legal status into
corporations. On the other hand, it proposed that the corporatized university established management
mechanism centralizing responsibility on the president.

However many researchers (Massy (1996); Margison (1997); Clark (1998)) have pointed out that higher
institutions need decentralized management system for enterprising activities. In short, greater autonomy is
both more accountable and entrepreneurial.

Consequently, representative enterprising universities have introduced a form of decentralized structures
where middle level organizations, like departments and schools, have responsibility for operating their units
and making plans. Massy (1996) described how resource allocation in such universities had been changing
from a centralized line-item budgeting mechanism to Responsibility Centered Budgeting (RCB/ RCM, RRB,
VRB).

O Professor, R. I. H. E., Hiroshima University
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At the same time, it cannot be emphasized too strongly that decentralized management and autonomy at
institutional level are not strictly “academic freedom” in the traditional university sense. They are systems to
account for outputs or outcomes (OECD 2003). Margison observed very aptly that the market in higher
education enhanced the freedom and autonomy of universities in the entrepreneurial sense, but academic
freedoms were qualitatively transformed.

Therefore, researchers clearly pointed out that there were dangers in disturbing the missions of universities
to pursue truth without consideration of benefit (Williams 2003). This is the main reason that the enterprise
university needs to have a centralized structure in parallel with decentralized responsibility. Massy (1996)
stated that a central authority in university can coordinate conflict within the institution by cross-subsidizing

activities with high academic value and buffer impacts of marketarization in higher education.



