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AT E M

Devolution and Privatization Proceeded
and Centralized System Maintained:

A Twisted Reality Faced by Japanese Nonprofit Organizations

SRR ABRKETF

INTRODUCTION

The Long-term Care Insurance (LTCI), the national insurance system to
provide long term care services for the elderly, was enacted in 2000 in Japan.
It restructured the system of public long-term care services through
devolving authority and responsibility to lower levels of government,
introducing a contract culture, and proceeding privatization. Japanese
nonprofit organizations involved in LTCI were faced with new difficulties,
" such as the increase of financial struggle, increase of regulations, and
decrease of autonomy. There was a superficial similarity between these
experiences and the experiences of nonprofit organizations involved in public
human service systems in the US and some European countries where
so-called the post-welfare state regime was introduced (Austin, M.,2003;
Ascoli & Ranch,2000; Berstien, 1991; Hudson,2000; Smith & Lipsky,1993;
United Way of Greater St. Louis, 1998). However, it was gradually realized
that the impact LTCI wielded on Japanese nonprofit organizations was more

complex, so were the opportunities these nonprofit organizations gained
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through LTCI. It was also suspected that, even after the devolution,
inter-governmental relationships still maintained strong influence over
public-private relationship in Japan.

This paper adopted the case-study method (Yin, 1993) for the purpose
of examining the source and mechanism of the impact LTCI wielded to
nonprofit organizations in the context of public-private relationship. After a
brief review on LTCI and nonprofit organizations in Japan, the process of
constructing the analytical framework was described based on the
Institutional Analysis proposed by Wagner (2000). Vast information was
collected through literatures, archives and interviews along with the
analytical framework, in order to examine the change in the structure of the
public sphere of long-t'erm care in Japan and the role of nonprofit
organizations in the contexti. The outcome indicated that the LTCI system
was operating as an oxymoron in which devolution proceeded and the
centralized system was maintained. Based on the finding, possible roles of
Japanese nonprofit organizations in-LTCI were discussed. In addition, a
couple of hypotheses were drawn from the findings for future studies as well

as a suggestion to modify the framework of the Institutional Analysis.

LTCI AND NONPROFIT ORGANIZATIONS IN JAPAN

The LTCI system was established to incorporate a wide range of
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services such as in-ilome help services, nursing home services, short-stay
programs, day-care programs, and so forth (Table 1). The changes which
seemed to be important in relation to the activities of nonprofit organizations
could be summarized as fol}ows.

First, the LTCI system assigned the role of insurer to municipal
governments. It was a radical change from the previous system in which
the ultimate responsibility for human services belonged to the central
government. It was explained that the devolving such responsibility to local
governments would promote direct interactions between municipal
governments and residents and/or voluntary organizations in the district.
Those interactions were assumed to lead eventually to establishment of the
service providing system in which unique needs among residents could be
fully reflected.

Second, LTCI adopted a new funding system. In the previous system,
the entire cost was funded by government. Under the new system, on the
other hand, 50% of the cost was made to be funded by government (25% by
the central government, 12.5% by prefectural governments, and 12.5% by
municipal governments) . The remaining 50% was funded by the iremiums
collected from individuals of 40 years of age or older. Those who benefited
from LTCI services were charged iO% of the service cost in addition to the

payment of the iremiums. It was anticipated that by sharing both costs and
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responsibility for the system, local governments and residents would develop
a stakeholder sensibility to LTCI.

Third, government withdrew from the role of service providers. In
addition, in order to facilitate a wide range of options for clients,
deregulation was proceeded to enable any private organization to operate as
an LTCI service provider as long as the organization met the standards set by
the Ministry of Health, Labor and Welfare (MHLW). Prior to the
introduction of LTCI, the task of public service provision was delegated to
Nonprofit Social Service Providers (Shakai-fukushi Hojin) through grant only
when government could not carry out the task alone. In the LTCI system,
the privilege of Nonprofit Social Service Providers to occupy governmental
contracts was removed. In the meantime, New Nonprofit Organizations
(New-NPOs), as well as for-profit organizations, obtained the opportunity to
establish themselves as public service providers.

Historically speaking, Nonprofit Social Service Providers were rooted
in the strong voluntary spirit of those involved. These organizations were
initiated by individuals who devoted themselves to charitable activities.
However, they gradually increased bureaucratic nature as being involved in
the public service system. When governmental funds grew to the point of
becoming the majority of their revenues, some sources insisted that

Nonprofit Social Service Providers should no longer be considered as private
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organizations. Such decrease of voluntary culture was observed more or less
among nonprofit organizations in other areas such as nonprofit organizations
in medical area (Iryo-hojin) and the ones in educational area (Gakko-hojin).
As a response to changing circumstances, the Special Nonprofit Organization
Law (Tokutei Hieiri Katsudo Suishin Ho, the NPOQO Law) was enacted in 1998
(Pekkanen, 2000). The primary purpose of the NPO Law was to provide the
New-NPO status to small- to medium-sized voluntary organizations. The
existing legal status of nonprofit organizations required a large amount of
endowment which was not affordable to many grass-root organizations. For
example, three hundred million yen (about 2,5 million US dollars) of
endowment was needed to obtain the legal status of Nonprofit Social Service
Provider. It was anticipated that New-NPOs with their newly gained
legitimacy would boost voluntary culture in Japanese society. In the LTCI
system, New-NPOs were expected to maintain independence from government
while advocating for changes to make LTCI the user-friendly sy}zstem.

Lastly, LTCI introduced market mechanisms and a contract culture for
the first time in the history of public human services in Japan. The LTCI
services were provided based on the contract exchanged between clients and
their chosen service provider(s). It was explained that, under such system,
service providers would become increasingly sensitive to clients’ needs while

inefficiency would be weeded out through competition. Originally,
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government was supposed to reimburse clients out of the LTCI budget for the
cost of LTCI services clients used, and the clients were to pay to their
providers with the reimbursement. However, the process seemed to be too
burdensome to both clients and service providers. Thus, a system was
established in which municipal governments were assigned the intermediary
role of reimbursing the cost of services directly to providers, bypassing
clients. This measure of convenience was never intended to imply that
government and service providers were in contractual relationship.
Similarly, there was no intention to suggest that government maintained the
authority to intervene the contractual relationship between service providers
and clients.

As LTCI started to operate, however, both Nonprofit Social Service
Providers and New-NPOs raised numerous issues. Among Nonprofit Social
Service Providers providing nursing home services, the emphasis on cost
effectiveness, shortage of staff and increase of residents who were too frail
to participate in activity programs due to the LTCI-computerized system (to
be described in later part of this paper) led to the termination or downsizing
of recreational programs, such as short-trips, tea-room services, joint
activities with volunteers from the community. Consequently, the “three
primary care work” (toileting, feeding, bathing) dominated most of the

activities conducted in nursing homes. This raised concern that Nonprofit
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Social Service Providers were increasingly functioning as monotonous
service-delivery machines (Fukuchi Club, 2002; Hirosue, 2002; Ito, 2002).
It was also indicated that such a standardized system might guarantee that
clients received the same services in any nursing home, but it would not
necessarily lead to the increase of options to be presented to clients,
Expectations that New-NPOs would function as the epicenter for change
proved too optimistic. A wide range of legal restrictions inherent in
obtaining the title of “LTCI-service providers” seriously limited their
activities. Based on a survey on New-NPOs, Yasutome (2002) stated that
“restrictions because of operating in LTCI was causing serious conflicts with
the voluntary culture of New-NPOs.” Another survey reported that operating
in line with the meticulous regulations while completing the required
paperwork was overwhelming, and this deprived New-NPOs of valuable time
and human resources that were needed to develop community-based
activities” (Tajiri, 2002). Sawayaka Foundation & WAC (1998) indicated the
existence of the strong force of standardization by stating that “the LTCI
system required all service providing organizations ---governmental,
for-profit, and nonprofit organizations--- to operate in the same manner.”
Not a few New-NPOs attempted to urge their municipal governments to ease
regulations for the provision of personalized services. However, they were

unable to overcome the conventional principle that “regulations could not be
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