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Sructural changesinthe areaof public hunan services andtherol e
of nonprofit service providers brought about by privatizati on and
i ntroduction of narket nechani sm
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60339207
2005 4, 600, 000 0 4, 600, 000
2006 2, 300, 000 0 2, 300, 000
2007 3, 900, 000 1,170, 000 5, 070, 000
2008 2, 200, 000 660, 000 2, 860, 000
13, 000, 000 1, 830, 000 14, 830, 000
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I'n 2005 to 2006, we conduct ed survey of
the managers of LTA providers in two
municipalities in Tokyo Prefecture: K
nuni ci pal i ty where core LTA services are
prinmarily provided and is under process
control, and S rmunicipality where both
core LTA servi ces and addi ti onal servi ces
are provi ded and i s under the conbi nation
of process control and output control
nechani sm

The survey of provi der nanagers i s based
on survey usi ng struct ured questi onnai re.
B ghty-si x nanagers out of 123 (69.9%
responded in K nunicipality, and 108
nanagers out of 152 (71.1% responded in
Snunicipality. Resourceallocations are
conpar ed based on the average percent age
of revenues ear ned by provi di ng addi ti onal
servi ces, the information on which was
collected in the survey of provider
nanagers. The percentage i s 0. 99 percent
in Knunicipality and 7.48 percent in S
nmuni cipality, and the difference is
statistically significant (F=L. 50,
p<0.03). The naxi num per cent age of
addi ti onal revenue was 45.6 percent in K
nuni ci pal ity and 100 percent in S
nuni cipality. This neans that additi onal
services are provided i n conbi nation wth
LTA rei nbur senent i n Knuni ci pal ity whil e,
inSnunicipality, sone providers are
providing no core LTA services but
addi ti onal services only.

From2007 to 2008, after an interval of
two years, we conducted a f ol | ow up survey
tothe sane provi ders. The purpose of the

second survey is to exanmine whether



for-profit providers are still operating
in the environnent under strong-process
control or nonprofits are taking over the
narket. |If nmany for-profit providers are
still operating, it i s another task of the
followup survey to explore what their
notives are to conti nue operating i n such

an envi ronnent .

The resear ch out cones i ndi cated that, in
Knuni ci pality, corporations were clearly
orientated toward providing care as
ner chandi se in contrast to nonprofits and
limted corporations. Wth respect to
financi al perfornance, however, there
were not any significant differences
bet ween corporati ons and nonprofits.

Thi s suggested that corporations’
profit-orientati on was bei ng suppressed,
thus i n an envi ronnent w th strong process
controls, for-profits was behaving nore
like traditional nonprofits.

O the other hand, in Smunicipa ity
where additional services were actively
provided, the providers’ orientations
were sinmlar with that in Kmunicipality
except that there was no significant
di fference between “ contai ning cost by
cutting payrol I s” and |legal corporation
status. As to financial perfornance,

| egal corporation status was

significantlyrelatedtoall threeindices.

Gorporations in Snunicipality enjoy the
best revenue- expenditure bal ance.

Nonprofits had | arger shares and wer e nost
likely to accept clients with highlevels
of needs. These outcones indicated that

t he boundary between for-profit and

nonprofit providers were naintained in S
nuni ci pality. This appeared to stemfrom
that process control and output control
nmechani smcoexi sted in the area. Such
het er ogenei ty of envi ronnent was expect ed
to allownonprofits to constitute niche
that operated al ong with process control
nechani smand bei ng focused on provi di ng
core LTA services, while for-profits
constituted ni che operating under out put
control nechani smand bei ng focused nore
on providing additional services.

I n the second survey whi ch was conduct ed
after aninterval of tw years fromthe
first survey, the total nunber of
provi ders continuing operation in the
process-control | ed envi ronment was 83.8
percent. Nonprofit providers were nost
st abl e and 98. 2 percent renai ned oper ati ng.
Ot he ot her hand, the nunier of for-profit
corporations, which continued operating
after two years, was | owest of the 3
categories, at 76.3 percent. |t appeared
that the turn-over rate of for-profit
corporations is relatively higher than
other providers inthe nunicipality under
process-control. Inthe nunicipality
under the conbi nati on of process-control
and out put-control nechanism the total
nunier of provi ders continuing to operate
in 2007 is 78 anong 104, accounting for
75.0 percent. This was | ower than the
nuni ci pal ity under process-control
(83.8%, suggestingthat theturnover rate
of providers was higher in the
nuni ci pal ity under a conbi nation of two
different control nechanisns.

Wien conparing by | egal corporation



status, in case of the nunicipality under
process-control, for-profit corporations
are nore likely to exit the market in two
years conpared to nonprofits and
for-profit Iimted corporations alt hough
the difference by |egal incorporation
status does not reach the conventional
cutting point of the probability of 0.05
(X =4.46, df=2, p<0.1). n the other
hand, in the nunicipality under a

conbi nati on of process- and

out put - control nechani sm the nuniers of
providers still operating in 2007
significantly differ by |egal

i ncorporation status (X %=6.11, df=2,
p<0.05), and for-profit corporations are
nost likely toterminate their operations
intwo years. As discussedin a previous
section, the conbination of two different
control nechani sns bri ngs about
heterogeneity inenvironnent. Uhder this
envi ronnent, nonprofit providers appear
to enjoy stability as the providers
operating in the nunicipality under
process-control while for-profit
providers are exposed to severe
conpetitions and are likely to termnate
thei r operation.

Examination on the variabl es rel ated to
the continuity of provider operations
reveal ed that the providers which
attenptedtoaccumil ate profits but failed
toachievethegoal arelikelytoternnate
their operations, andthe tendency is nore
distinct in the nunicipality under the
conbi nati on of process-control and
out put - control nechani sns (tabl e i s not

presented). |nsum the providersinthe

nuni ci pal ity under a conbi nation of two
different resource nechani sns operate as
long as they accumil ate profits. On the
other hand, in the nunicipality under
process control, the nmgjority of providers
were financial |y struggling two years ago
regardl ess the difference of |egal

i ncorporation status, but they are still
likelytocontinueoperating. Therefore,
the providers in the municipal ity under
process-control , including for-profit
corporations, are suspected to be | ess
interested in accumul ating profits from

t he begi nni ng.
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