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Issues to be Resolved that Japanese Incorporated Administrative Agencies Are Currently Facing ;
A Proposal for Improvement'
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The system design of Japanese incorporated administrative agencies which was started to be examined in 1996 had its most
important targets, which were to enable flexible organizational and operational management by reducing the central government’s
prior involvement/control as much as possible through introducing new types of public entities, and to help raise administrative
services’ efficiency, upgrade their quality, and ensure their transparency. In terms of numbers, since inauguration of the first 57
incorporated administrative agencies in April 2001, they have been expanded to 101 agencies as of April 2007. However, it is a real
fact that various issues related to the system’s design and operation have occurred. According to the incorporated administrative
agencies’ basic principles (the operations’ public nature, the organization's independency, operational management’'s autonomy, and
ensuring transparency), this thesis arranges and analyzes these issues in the following nine items; @ existence of business
operations whose public nature is doubtful, @ wide range of actual involvement by the responsible minister, ® limitation of autonomy
inherent in the incorporated administrative agency system, @ existence of differential accounting that restricts autonomy of the
incorporated administrative agencies’ operational management, ® structure of incentives that are not well performed, ®
inconsistency between the incorporated administrative agencies’ accounting system and the government’s budget system, @ lack of
correct recognition related to the significance of profit and loss calculations and administration service implementation cost
calculations, unprepared system of financial statements, @ performance measurement required to be implemented properly.
Among these, since we feel a strong sense of crisis related to the insufficient state of operating performance measurement, which is
a key component in the incorporated administrative agency system, where shifting from focusing on prior control to focusing on post
evaluation is declared as a proposal for improvement; we have presented a proposal for improvement that the evaluation procedures
should be established according to log frame analysis method. If the details of this writing shall make even a slight contribution to
the future reform of the public sector, it is more than we can expect.

' This article has been prepared to the “Quarterly Journal of Public Policy & Management”, making addition and revision to part of the author's dissertation for a
degree (on “System Design and Theory of Independent Administrative Institution”) that was submitted to Chuo University, Graduate School of Policy Studies. The
author takes this opportunity to extend his gratitude to Professor Syoichi Hayashi, his direct supervisor at Chuo University, who provided him earnest and sincere
instructions when preparing dissertation for a degree.
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