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Professor Akiyoshi Horiuchi, Dean of the Faculty of Economics, University of Tokyo has asked me
to write an evaluation of the Faculty's Self-Review and Self-Evaluation Report (hereafter called
"the Report"), dated February 2001. Professor Horiuchi also provided me with a set of up-to-date
faculty profiles. It is my pleasure to write this Evaluation; I hope that it will be useful to the Dean
and his faculty members in meeting the new challenges for university education and research that

they face.

My perspective on issues of university education and research derives from over 25 years as a
professor and researcher in major institutions of higher education in North America, Europe, and
Japan (a biographical sketch is attached to this Evaluation). During this time, I have been a
faculty member in economics departments, business schools, and related research institutes. 1
have worked in both public and private universities. 1 am familiar with the Faculty of Economics,
University of Tokyo, having spent a year as a visiting professor in the Faculty in 1996-1997, and
having collaborated with scholars there both before and since that time.

The Faculty of Economics, University of Tokyo (hereafter referred to as simply "the Faculty™)
faces considerable challenges as the traditional institutions that shaped the structure and functions
of Japanese higher education no longer fit the socio-economic environment in which Japan finds
itself at the beginning of the twenty-first century. AS a rich society Japan needs to promote stable
economic growth while attending to new social needs (for example, the problems of the world's
most rapidly aging society). At the same time, Japan is highly integrated with the global
economy; the information revolution, in particular, is eroding traditional social norms and
institutions, even though, across nations, marked cultural differences continue to persist. Through
undergraduate education, postgraduate education, scholarly research, and public service, the
Faculty of Economics of Japan's leading university has very important, and highly interrelated,
roles to play in understanding, and influencing, the transformations of economy and society that

will continue to characterize the twenty-first century.




I have divided my evaluation into three parts: 1} the challenges facing the Faculty; 2) responses of
the Faculty (as outlined in the Report) to the new challenges; and- 3) rfly evaluation of, and
suggestions for, the efforts of the Faculty in meeting these challenges.

New Challenges Facing the Faculty of Economics

Undergraduate education: The traditional role of Japanese higher education is the transmission of
general social and scientific knowledge to students before they enter the world of work.
Especially for undergraduate students in the social sciences and humanities, a Japanese university
education has not been design‘ed_to providé them with specific professional fraining that might be
directly applicable to their future careers. Under Japan's lifetime employment system, business or
government organizations have taken responsibility for providing most of the career-specific
training that their employees require. Although under pressure in the 1990s, this employment
system has by no means vanished; business and government organizations continue to provide
career-specific training to employees. But the increasing technical and social complexity of the
learning processes that are required for employees to be productive in business and government has
created a much greater need for the system of higher education to provide future employees with
the technical foundations for highly specialized careers while at the same time imbuing students
with the broader social and scientific knowledge that can e¢nable them to perform their specialized

roles in business and government in a farsighted and cooperative manner.

Postgraduate education: With the technical and social requirements of work becoming
increasingly complex, not the Ieast because of rapid technical and social change, there is also a
greater burden on postgraduate education to prepare students for careers in business and
government than was the case in the past.  As the Report (p.134) states: "[R]apid advances in
various frontiers of science have established a need to enhance the capacity of post-graduate
education.” The challenge is not simply a matter of making undergraduate education more rigorous
but also of tapping the brightest and most highly motivated graduates to build upon their
undergraduate education to develop specialized competencies through postgraduate education. The
relation between undergraduate and postgraduate education is complicated by the fact that, for a
variety of reasons, large numbers of students return to postgraduate education after several years of
employment in business or government. Not all postgraduate students can be assumed to have the
same level of preparedness derived from their undergraduate education, while postgraduate
education should relate to, and take advantage of, the experiences of those students who have
returned to the university from the "real world". These changes have heightened the need for
professors to combine, in both their teaching and research, analytical rigor with practical relevance.
In the discipline of economics, the problem of the relation between rigor and relevance is by no

means new; for decades, for example, many economists have argued that the professional focus on



mathematical modeling has sacrificed relevance to rigor! (an issue to which I shall return below).
Given the new demands being placed on higher education, a reassessment of how a Japanese
graduate school of economics should combine rigor and relevance in its teaching has taken on a

new urgency.

Scholarly research: To meet the new challenges of undergraduate and postgradua;te education, the
restructuring of the curricula must be driven by the types of research that the members of the
Faculty do. It must be recognized that current "textbook" approaches to university education are
themselves products of prior research agendas. The findings of this research may have been
appropriate in the past but may have become inappropriate in the present. In particular, the
changing institutional environment, characterized by globalization and intense international
competition, has increased the need for economics faculties to do research on the operation and
transformation of business organizations and their relations to both markets and governments.
Thus far, academic economists have focused overwhelmingly on the role of markets and
governments in the economy, to the neglect of business organizations. For a variety of reasons
having to with the development of economics as an academic discipline, the Anglo-Arnérican
model (which has dominated the evolution of academic economics over the past century) has
created a division of labor between economics departments and business schools that has impeded
the integration of the study of the allocative roles of markets and governments with the study of the
allocative role of business organization in the economy. One result of this division of labor has
been a divorce between rigor and relevance in the study of the economy that is highly problematic
in the current competitive environment. By the same token, a major opportunity exists within the
field of economics for an academic department and/or research institute that, as a "center of
excellence", can build a research agenda that, by placing the business organization at the center of

economic analysis, can combine rigor and relevance in the study of the economy.

Public service: In the current environment, the need for academic faculties to build centers of
excellence in their areas of study goes beyond the enhancement of knowledge and the education of
students. The public wants to know how and for whose benefit the funds that are allocated to the
university are being used. As the Report (p.133} states: "Critics claim that the quality of
education is poor and that research output is low in the national university.” At the same time,
governments do not want to be held responsible for the allocation of resources to educational
activities that they do not understand and over which they exercise little operational control.
Hence the Japanese educational reforms that would give the national universities operational
autonomy but, in return, would subject these universities to close public scrutiny in gaining access
to public funds. These new, and still evolving, institutional arrangements mean that the national

university must educate not only students, including its future professors and researchers but also

! See for example the presidential address to the American Economic Association by Robert A. Gordon, "Rigor and
Relevance in a Changing Institutional Setting,” American Ecoriomic Review, 66, March 1976; 1-14.



the public in the need for a national university that can expand the frontiers of "relevant"
knowledge -- a difficult task that can only be achieved if faculty members and studerits of the
national university are, indeed, adding significantly to our stock of knowledge and communicating

the relevance of their work to the public.
f the Faculty of Economi w Challen

Undergraduate education: The Report (p.135) states: "[An] objective of the Faculty of
Economics is to keep its traditional function of supplying human resources of high quality to the
business and government sectors. A large number of graduates have played very active and
positive roles in various areas in both the business and governmental sectors.” As everywhere,
large undergraduate enrollments provide the funds (not to mention a measure of public legitimacy)
that are important for the Faculty to survive. The problem is, as outlined below, that the Faculty
sees the need to focus more of its energies on postgraduate edncation and research, and it is
difficult to respond to those challenges with the heavy teaching loads that undergraduate education

entails.?

The problem is exacerbated by the critical need of the Faculty to supply its postgraduate program
with highly qualified entrants who are drawn from the USE student population. An important
means of generating this supply, and improving the subsequent postgraduate educational
experience, is to link the undergraduate and postgraduate programs by offering serninars, small
class lectures, and advanced subjects to the most capable and motivated undergraduate students
(p.149). Such focused and selective course offerings, as well as graduation theses (which are not
compulsory but highly desirable for students who will go on to do postgraduate work), increase the
workload that the Faculty must bear. The Report (p.153) suggests the use of teaching assistants in
USE to permit more offerings with smaller class sizes, although it is not clear whether these
teaching assistants would be used to help with larger classes or smaller classes and what specific

functions they would perform.

The Report (p.152) makes some suggestions for improving the quality of the educational
experience in USE. One problem is the scarcity of scholarship support, which means that students
come from relatively wealthy families. It is undoubtedly the case that some highly qualified and
motivated students from poorer families who should be in USE do not find their way there. The
Report (p.152) also states that English is becoming more important in undergraduate education,
with the implication that more effort needs to be devoted to helping students to become fluent, and
that mathematics should be compulsory for students in CAS who want to enroll in USE.

2 "In spite of increasing importance of graduate course education, the Faculty of Economics has not been allowed to

lighten the teaching load in the USE." Report, p.147.



Postgraduate education: The Report (p.135) states that "the Faculty of Economics sees one of its
most important objectives as providing its graduate students with a rigorous education in
economics and business management to enable them to pursue productive academic careers and to
help them grow and develop as independent scholars and thinkers." During the mid-1990s the
Faculty announced its shift in priority from undergraduate to postgraduate education by increasing
the maximum numbers of entrants into the Masters program from 61 to 90 per annum in 1994 and
then to 108 per annum in 1996. The maximurn annual intake into the Ph.D. program in 1996 was
54, or half the maximum annual intake into the Masters program (pp.139-140).

Why was the maximum number of students who could be admitted into the Masters program
increased? The Report (p.144) states: "In 1994, the reforms [that increased the potential number
entrants into the Masters program] were made mainly with a view to increasing the educational
capacity of the GSE." The precise definition of "educational capacity” is not made clear. Indeed,
the Report (p.143) recognizes that "[t]his aim of the 1994 reforms has not yet been realized. Some
of the teaching staff complain that the increase in the enrcllment has not contributed to
improvement in academic ability of graduate students, but rather leads to a deterioration in the
average capability of entrants." The Report (p.145) also claims that "[a]s the number of entrants
finto the Masters program] has increased, the students who have not fully acquired the basic
knowledge of economic theory have become numerous.”" The Report goes on to say that the GSE
expanded the possible entrants into the graduate courses as a response to “social demands”, by
which I assume it is meant that the University was under pressure to keep university graduates in

school longer as a partial response to recessionary conditions.

Yet, if the average capability of entrants has been in fact deteriorating, it does not appear that the
blame can be placed on a larger influx of entrants. For although the Faculty increased the
maximum number of entrants who can potentially enter the Masters program, the actual enrollments
have been declining since 1996 (Table 2.1 on p.140}, mainly because of a major drop in the number
of students entering the Masters program from other Japanese universities {from 43 in 1996 to 21
in 2000) as well as from other Faculties of the University of Tokyo (from 13 in 1996 to 7 in 2000).3
Given that despite the increase in maximum enrollment, actual enrollments in the Masters program
have been declining, it seems difficult to blame a non-existent increase in the intake of students for
the alleged decline in the average quality of students. Rather, if in fact the quality of post-
graduate students has been declining (the Report does not contain sufficient information to confirm
this conclusion), it is possible that the source of the problem is a mismaich between the
backgrounds and interests of students who are choosing to follow the Masters program in the
Faculty and the types of course material that they are expected to learn. Specifically, it may be
that, as the discipline of economics has placed ever-increasing emphasis on mathematical modeling

{which is often misnamed "economic theory"}, students who enter the Masters program are ill

? Notc that in Table 2.1 on page 140, the percentages given for fiscal year 2000 add up to 105.2 percent.




prepared.

The Report (p.146) indicates that the Faculty is currently debating what type of intellectual
(theoretical,- methodological, empirical) foundations should be provided in the Masters program.
The literature that lays claim to being in the forefront of economic theory is getting increasingly
sophisticated, from a technical point of view, and learning such material, with -its. often
idiosyncratic twists and tums, tends to crowd out other subjects. As a partial remedy to the
problem that (as quoted above) "the [Masters] students who have not fully acquired the basic
knowledge of economic theory have become numerous”, the Report (p.145) notes that some
members of the Faculty "recommend that teaching assistants should be much more efficiently
utilized for supplementary instructions for those students. It may be useful for those who need to

improve understanding of basic theory to take the advanced lectures in the undergraduate courses.”

Another problem with the quality of postgraduate education is that Ph.D. students have apparently
been taking what is considered to be a long time to get their degrees, with those who complete the
dissertation within three years of entering the Ph.ID. program being in the minority. As the Report
(p.144) states: "How the time span between entrance and the submission of a doctoral thesis can be
shortened is a critical issue for the GSE." The Report (p.144) points out that "in FY 1999, for the
first time ever a student succeeded in obtaining the doctoral degree in a two-year time span.” It is
not clear, however, whether the main reason for the concern of the Faculty with the length of time
that students take to do their Ph.D. dissertations is educational or financial.

Since, according to the Report (p.139), the goal of the GSE is to generate "distinguished scholars in
the fields of economics and business management”, it would have been useful if a record of the
placement and current employment of its Ph.D. students over, say, the last 15 years, could have
been produced* Referring to Table 2.5 (Jobs of post-doctoral students), the Report (p.141)
suggests that "it has become increasingly difficult for post-graduate students to find jobs in
universities." Yet, according to Table 2.5, the numbers of jobs in universities and colleges was far
higher in 1999 and 2000 than in 1995 and 1996. What did change over this period in addition was
a large increase in the number of jobs obtained by postdoctoral students in the "others"

classification (presumably in government employment which is not elsewhere classified).

As is the case with most leading graduate schools of economics internationally, the Faculty's
Masters program is designed to provide the classroom instruction that provides the intellectual
foundation for doing a Ph.D. thesis. But people with sufficient educational backgrounds who
have had non-academic experience can find their way into the postgraduate programs. The

Report (p.137) notes that ten percent of more of the Masters program entrants come from business

* See also the statement on page 145 of the Report: "It is not an exaggeration to say that the GSE has been the

leading supplier of distinguished researchers and educators to many Japancse universities."



or government employment, and hence the Faculty can seck to develop academics who have had

non-academic experience.

Conversely, however, the Faculty does not see its role as preparing students for non-academic
professional jobs. Since the Faculty combines postgraduate research and teaching in economics
and business studies, one might expect that it would be tempted to offer an MBA degree, following
in the steps of Hitotsubashi University. The last page of the Report (p.167) remarks that "[s]ome
members of the Faculty of Economics think that we should respond to [the] demand for...practical
education,” by which I assume is meant an MBA program or its equivalent. The Repori (p.167)
goes on to say: "However, the introduction of a new graduate program with a focus on practical
training would require substantial restructuring of the Faculty of Economics.”

While the Masters degree is not designed as a specialist qualification for employment in business
or government, when postgraduate students do not go on to write, or fail to complete, the Ph.D.
" requirements (i.c., the Ph.D. thesis), the Masters degree may well be useful as a qualification for
entering into non-academic employment. Indeed, an increasing proportion of Masters students
have been using the degree in this way (pp.141-142). Nevertheless, the Report (p.146) expresses
the opinton that students who have obtained the Masters degree but who do not enter the Ph.D.
course are likely to have problems finding suitable jobs. Since the Faculty has set the maximum
number of entrants into the Masters program at twice the level for the maximum number of entrants
into the Ph.D. program, it is to be expected that many students will use the Masters program to
obtain a terminal university degree. One would therefore hope that such a degree would be seen
as valuable in the labor market. It would have been useful to have data on the actual experiences

of students who use the Masters program to obtain terminal degrees.

Scholarly research: The Faculty has an excellent rescarch record, and the work of its members has
made a major impact on scholarship over a wide variety of fields in Japan. A number of members
of the Faculty have also gained international recognition for their contributions to economics and

business studies.

Currently the Faculty is engaged in a major effort to encourage and disseminate the research of its
Faculty members, not only as individuals but also as a group. In 1998 the Faculty restructured the
Research Institute of the Japanese Economy, set up in 1963 into the Center of International
Research of the Japanese Economy (CIRIE). CIRJE has interacted with the NBER-Stanford
Research Project on an econometric assessment of the market economy, and is also organizing
NBER Japan. A CIRIE project on the Japanese slump in the 1990s has been published in the
Joumal of International Economics. CIRIE sends young scholars to the NBER Summer Institute,
and, with Mitsui Life Financial Institute, jointly  organized the 6" International Financial

Conference at University of Michigan in 1999.




The Faculty has also launched the project referred to in the draft report as “Electronic Society and
Market Economy”, but identified on its website (http://www.g.u-tokvo.ac.jp/itme) as "Information
Technology and the Market Economy." This website provides access to many of the working

papers that members of the Faculty have written in recent years.

A number of collaborative programs are mentioned in the Report, including one with SITE at
Stanford that the Faculty hopes "will produce fruitful results in the future”, one with Siena on
comparative economic systems, and exchange programs with LSE, Wharton, and Graduate
Economics at Penn, UBC that, however, the Report (p.155) informs us, "bhave not been fully
exploited.” The Faculty has also received relatively small numbers of foreign visiting scholars
and students, while Faculty members have taken an average of between two and three trips abroad

per annum over the past several years (p.156).

Public service: Faculty seces its contribution to Japanese society in terms of academic research, the
development of scholars, and supply of professors to the university system. CIRJE and ITME may
permit the Faculty to have a broader impact on public knowledge and perception, but the Report
contains no explicit strategy for how such an impact will be achieved. It is also not clear whether
the Faculty expects its professors to influence Japanese policy debates directly, or how one would

judge the indirect influence of its research in this regard.

As for making its operations more cost-effective and increasing its public accountability, the
Faculty sees the current educational reforms as "misdirected” (p.133). The Report (p.133) states:
"We are skeptical about whether the drastic (and probably expensive) reform plan will be effective
in resolving these difficulties. We believe that the current difficulties can best be resolved by
changing the incentive structures for teachers and students. It is our conviction that these measures
would be much more cffective (and less costly) than the cye-catching transformation plan the
govemment is now undertaking for the national university system.” That there are problems
under the current system, the Report is clear: lack of Faculty input into the size or allocation of the
public subsidy "seriously limits the ability of the Faculty of Economics to administer its research
and teaching functions” (p.162). The Faculty cannot compete in the labor market by adjusting the
salaries offered to recruit or retain mobile professors. Purchasing rules mean that the Faculty
cannot us¢ product markets to buy material inputs at the best prices. Indeed, it is argued that
under existing rules the Faculty has no incentive to economize on opefating costs since annual
surpluses must be returned to the national budget (pp.162-163). It is not clear, however, that,
given existing budget constraints, even with the ability to economize, the Faculty would be able to
generate operating surpluses. It is noted (p.164) that the Faculty has increased its use of part-time
workers (including teaching and research assistants) in recent years, presumably for budgetary
purposes, but perhaps also in an effort to relieve the administrative burden that the Faculty has to

assume in performing its functions.



valuation of the Efforts of the Facul mics

Undergraduate education: The Report suggests that there is a need for curriculum reform. But
what types of capabilities should be developed at the undergraduate level? To what extent and in
what ways should the course offerings in USE better position graduates for the world of work?
For example, the Report (p.141) states that more than half of the graduates from the Undergraduate
School of Economics {USE) have been employed in financial services such as banking and
insurance, but that there has recently been a shift into manufacturing. Is this trend driven by the
attractiveness of employment with manufacturing companies or the unattractiveness of
employment with financial services companies? Or is it driven by lack of sufficient course
offerings in USE in, for example, financial techniques for asset management, an area of
employment that has become much more important in Japan under Financial Big Bang but for
which training in the specialized analytical skills required is much more advanced in the United

States than in Japan?

Although I do not believe that undergraduate education should be structured only, or even primarily,
to provide students with knowledge bases that will be directly useful to them in the future
employments, I do think that the Faculty should be giving considerable thought to how the
knowledge requirements of employment are changing in the Japanese economy as a whole, and
how undergraduate education can provide students with the foundations for acquiring in subsequent
education and future employment the knowledge bases that they will need. Indeed, by virtue of
its responsibility for education in the areas of the economy and business, I would expect that the
Faculty would be taking a leadership role in the University of Tokyo, and indeed in the Japanese

university systemn as a whole, in this regard.

Perhaps some members of the Faculty are involved in processes to reconsider the content of
undergraduate education from the point of view of the changing needs of the Japanese economy
and society, but if so such efforts are not mentioned in the Report. Rather the main focus of the
Report is on the problem of ensuring that USE graduates are better equipped to enter the Faculty's
postgraduate programs, presumably through a more thorough training in mathematics and
quantitative methods as well as through more exposure to advances in economic theory. Such
improvements in the undergraduate curriculum are desirable, but driven as they are by the desire to
generate a supply of higher quality postgraduate students for GSE, these enhancements should not

constitute the be all and end all of undergraduate curriculum reform.

That having been said, I do sympathize with the problems that the overwhelming burden of
undergraduate teaching can pose for professors who are deeply engaged in scholarly research.
Certainly, it is desirable to have leading researchers offer general lectures on their areas of
expertise to all USE students and to offer small, specialized courses to those USE students who

have an interest in serious research in these particular areas. But {and I am not sure to what extent




this practice is already in place in the Faculty) for much of undergraduate teaching the Faculty
should use postgraduate students as instructors.  For example, for decades, the Econbmics
Department at Harvard University has been using such a system of relying on postgraduate
"teaching fellows" for the bulk of undergraduate teaching. Besides relieving the burden on
professors, this practice gives valuable teaching experience to postgraduate students. Depending on
the capabilitics of the postgraduate instructors (dependent to a important degree on the content of
the undergraduate and postgraduate education that.they have received), this practice can also be
highly rewarding to undergraduates because it exposes them to new ideas by younger scholars who
are often more open to multiple approaches and lines of reasoning than professors who have

already established themselves in the fields of research.

Postgraduate education: There is a need, as already mentioned, for the Faculty to find new ways
of combining rigor and relevance in postgraduate education, the contents of which will reflect to a
major extent the approaches to research that the members of the Faculty take. The worlds of
economics and business management are becoming more complex, as industrial, organizational,
and institutional conditions, all o¢f which are integrally related in the operation of an actual
economy (be it Japanese or otherwise) are subject to change. In my view -- although my
perspective is obviously controversial -- much of what is being taught, and most of the research
that is being done, in leading Western (particularly North American but also European} economics
departments is neither rigorous in, nor relevant for, analyzing the processes of industrial,
organizational and institutional change that are occurring in modem economies. I do belicve that
economics students should be well trained in mathematical logic and statistical methods. But in
the discipline of economics today, mathematical models are more often than not used as a means of
ignoring rather than exploring reality, while, lacking insight into the alternative lines of causation
and quatitative essence of quantitative measures, statistical analyses by "well-trained" economists
tend to have strong biases in their construction and interpretation to confirm what the researcher

already believes and to ignore what the researcher cannot, by other means, understand,

In short, the training of professional economists in leading Western departments of economics has
increasingly worked to give postgraduate students what I would call a "trained incapacity” for the
rigorous study of a changing reality that can generate relevant theory (and modify or overtum
established theories) and that can then guide the further investigation of how the economy actually
works. There are many reasons why Western graduate education in economics has reached this
impasse.” One important reason, already mentioned, is that, especially in the United States, the

study of business has largely been excluded from economics departments, which, as a result, are

® I have articulated my perspective on these matters in a number of places including, "What Happened to the

Theory of Economic Development?” in Patrice Higonnet, David S: Landes, and Henry Rosovksy, eds., Favorites

of Fortune: Technology, Growth, and Economic Development since the Industrjal Reveolution, Harvard
University Press, 1991,



left to focus on the relation between governments and markets, and tend to leave business
organization out of the analysis altogether. This does not mean that there are no academic
economists who study business organization, but rather that they tend to pursue their research and
teach their students in separate schools of business, with the leading business schools being focused
exclusively on graduate education. Such a division of labor is even true of the field of economic
history, which especially in the United States has followed the example of conventional economics
in ignoring business history. Recently, steps have been taken by both economic historians (mainly
trained in economics) and business historians (mainly trained in history) to reintegrate the two
fields of research, but at the same time most leading Western depariments of economics have
eliminated economic history as a field of graduate study and, as is also the case with the history of

economic thought, even as a field of study.

In contrast, the course offerings of leading graduate business schools are often highly relevant to
understanding economic change, and indeed benefit by the migration to business schools of
academic economists who do not want to do, or more likely are not permitted to do, their teaching
and research within the narrow intellectual confines of an economics department.  But in
catering primarily to the professional needs of students pursuing terminal (and often highly
valuable) MBA degrees as well as corporate executives who return to school for short courses, the
course offerings in business schools, by virtue of being "too close to the customer" often lack
analytical rigor and/or (as is the case of business school courses in financial economics which does

build largely on a graduate economics training) critical capacity.

From this perspective, the Faculty is in the highly fortunate position of combining within itself the
fields of economics and business studies with strengths in not only mathematical and statistical
methods but also historical and institutional analysis. Moreover, in engaging in business studies
as an area of academic research rather than for the professional training of corporative executives
and management consultants, the Faculty does not suffer from being "too close to the customer".
The Faculty therefore has the opportunity -- and indeed perhaps a unique opportunity -- to enhance
its reputation, not only in Japan but also internationally, as a center of excellence for the integrative

study of the economy in which all possible methods of analysis are brought to bear.

The pursuit of such an agenda, which in my opinion is well within the capability of the Faculty,
requires that this agenda be imbedded in postgraduate teaching and research, which in turn
demands that the average quality (in terms of inherent capacity, educational formation, and social
awareness) of postgraduate students be very high. Given the complaints voiced in the Report
concerning the quality of postgraduate students, a top priority of the faculty would be to take steps
to develop and recruit better students. A focus on the desired reform of the USE curriculum
would be part of such a process, but it would have to proceed with a clear understanding among the
Faculty concéming the strategy for postgraduate education and scholarly research. I might add
that a reform of the USE curriculum that is driven by an integrative approach to the study of the




economy would probably pose less conflict between the general requirements of USE curriculum
for the vast majority of USE students who will not pursue a postgraduate academic program and
the specific educational needs of the relatively few USE students who will. Tn addition, the
Faculty conld mount a vigorous effort to attract highly qualified foreign students who would be
attracted by such an integrative approach to the study of the economy, given the lack of such
graduate education in leading Western economics departments and business schools. One
possibility would be to use the Faculty's international networks, aided by the Faculty website, to
target top international undergraduate students with Japanese-language capability and relevant

education backgrounds for future recruitment to the Faculty's graduate program.

A clear strategy for developing the Faculty as a center of excellence for the integrative study of the
economy would help to resolve the internal debate over the changing character of the doctoral
theses. The Report (p.146) states: "The GSE used to require doctoral students to write doctoral
theses with grand scale structure and true originality. Thus, the standard for conferment of a
doctoral degree was extremely high. But the GSE has fundamentally changed its viewpoint
regarding the doctoral degree. At present, the GSE regards the doctoral degree as a certificate that
the conferee has sufficient capability of economic research just like the Ph.D. in the United States.
Nowadays, a representative doctoral thesis is comprised of a few papers that were accepted by
refereed journals, associated with both an introductory chapter and a conclusion chapter to explain
the interrelationship between the papers combined into a thesis." Given the tendency toward this
approach to writing doctoral theses -- which does indeed reflect the severely restricted
methodological approach in leading US economics departments -- it is not surprising to me that
"some doctoral students tend to lose the passion for writing theses after finishing their masters
theses." (p.146). A Ph.D. degree from the Faculty of Economics of the University of Tokyo
should demonstrate that its recipient is able to think on a grand scale and with true originality.
Once the substance of the work becomes replaced with the need to get a qualification to get a job,
the quality of the research is bound to suffer.

The Report (p.144) is proud of the fact that one of its students has finished the dissertation in two
years, and perhaps in this case justly s0.° But is it in fact generaily possible and/or desirable for
students to do their dissertations in two years, given the growing complexity of the specialized
subjects on which they work and the need for them to understand the place of these specialized

phenomena in the larger socio-economic environments of which they are a part? For example, in

1 should note that I found Table 2.10 on the number of doctoral degrees conferred to be confusing because the
number conferred is taken as a percent of the number of entrants in that year rather than as the total number
enrolled, or perhaps the total number enrclled for more than two years. In any case, the number conferred seems
remarkably low, especially since 1994, given that the katei hakase category is said to be increasing and given the
large numbers of students enrolled in the doctoral program (Table 2.2) as well as the number of post-doctoral

students who obtained jobs (Table 2.5).



the early 1990s a bright Ph.D. student who wanted to do research that would constitute a significant
addition to our understanding of Japan's spectacular economic success in the decades after World
War II would have been hard put to complete such a dissertation in two years. Should we then
expect that, in the early 2000s, a Ph.D. student of equal caliber who wants to make a significant
addition to our understanding of Japan's stagnation in the 1990s should be able to do such a piece
of work in a two-year period? That is, can one really argue that the demands of doing significant,

original research have become less, rather than more, time-consuming over the past decades?

The fact is, moreover, that US departments of economics recruit students with highly mathematical
backgrounds and narrow research interests from around the world to become academic economists.
It is increasingly the case that these students graduate with a Ph.D. without ever having studied
economic or business history or the history of economic thought, and without any comprehension
of alternative theoretical or methodological approaches that one might use to study the economy.
Indeed, as I have often told ry own students, such an academic training may prepare one to study
"economics” but leave one quite incapable of studying "the economy". If a bright Japanese
student is able or willing to go that academic route, he or she will find ample opportunity to do so
in the United States. If the Faculty were to structure its postgraduate entry requirements, course
offerings, and research expectations to compete for such students, it would most likely not succeed.
But then, if the goal of the Faculty is to train postgraduate students to do rigorous and relevant
research on the operation and the transformation of a modern economy, I do not see why the
Faculty would want to succeed according to the rules of the game that the Western economics

profession has set.

Scholarly research: The ways in which the Faculty reshapes its postgraduate program will depend
on the types of research that the members of the Faculty do as individuals and the efforts that they
make to learn from each other. The process of academic research is by its nature an
individualistic process since it is necessary for the individual to become an expert in a particular
specialized field. This individualistic process tends to be reinforced by highly individualistic
incentives; for example, one publishes one’s work under one's own name. Moreover when, as has
become increasingly the case in the West, it becomes difficult fo distinguish one economics faculty
from another in terms of the nature of their research and teaching, the mobility of individuals from
one department to another is enhanced. Individual academics often collaborate with others on
particular research projects, but, especially in the age of the Internet, there is no inherent reason

why those collaborations should be mainly focused on their own academic department.

Hence, if the Faculty wants to enhance its reputation as a Faculty of Economics rather than as
simply a collection of scholarly individuals, steps must be taken to support its collective efforts.
Such efforts should not suppress individual excellence, including specialized expertise, but on the
contrary should enhance it by helping the individual faculty member understand the relation of his

or her own research to the research and teaching efforts of the Faculty as a whole. Collective



research initiatives such as those being undertaken by CIRIE and ITME are of the utmost
importance in this regard. This is not to say that the members of the Faculty should not be
concerned with publishing in major economics journals and furthering their own individual careers.
But a sole focus on such publication as a criterion of scholarly success will not, under the current
system of prevailing economic orthodoxy, generate the types of research through which the Faculty

can hope to establish its uniqueness and originality as a scholarly academic institution.

The Report makes no mention of the physical assets with which the Faculty has to work that can
aid its members' productivity. For example, the excellent Faculty library is mentioned in the
Report {p.163) as an expense rather than an asset. One would also like to know how well
equipped the Faculty is for enabling its researchers to take advantage of the technological advances
of the information economy. My own view is that the information economy has a revolutionary
potential for increasing the quality as well as the quantity of scholarly research that can be
performed, not only by increasing the productivity of individual researchers but also by

transforming the ways in which collaborative research can be organized.

As with any academic unit, the future of the Faculty in research as well as teaching will be largely
determined by the types of new faculty members that it recruits. Indeed the choices that the
Faculty makes will affect not only its own teaching and research but will also have a powerful
influence in determining the future of Japanese economics as an academic discipline. These
choices will not be made on the basis of purely objective considerations of academic excellence.
They will depend on the character of the Faculty's strategic agenda to make itself a center of
excellence for the study of business and the economy. Much depends on what type of agenda the

Faculty chooses to formulate and pursue.

Public service: In making such strategic choices, are there models of postgraduate
education/research from other universities and nations that the Faculty should emulate? The
Report {p.166) states that "the Japanese people...expect that the government's reform plan will
make them more competitive with top rated foreign universities." Yet I think that is safe to say
that the Japanese people (and especially the most informed among them) would not be at all
pleased with the contents and outputs of the leading postgraduate departments of economics found
in the West.

I am not in a position to comment upon what will please the Japanese people. But I do believe
that the opportunity that lies before the Faculty at this critical juncture resides in creating its own
innovative standard of excellence in research and teaching on business and the economy -- a
standard that can then become the benchmark for others to follow. It is also obvious that it may
be difficult to create such a new standard given the resource constraints that the Faculty faces.
Under the new governance regime for national universities, great efforts will be required to attract

new sources of funding from the government, corporate, and non-profit sectors.  Such funding has



always been, and will always be, critical for universities to generate research. At the same time,
all innovative efforts, in academia as in business, arc about overcoming constraints, Once the
Faculty has mapped out a strategic vision for how it wants to innovate in teaching and research, it
will be able to find out who in the public arena will support its endeavors and what in fact "the

Japanese public" wants.




Current Situation of the Faculty of Economics, The University of Tokyo

Evaluation

Hugh Patrick

Professor, Columbia University

The Faculty of Economics is a great institution in a great Japanese University. The faculty has
historically contributed to the economics education of Japanese society in various ways, notably
through its undergraduate program which has trained many future leaders in the Japanese
govemment bureaucracy, in business, and in other professional fields; and through its published

research output contributions to the theoretical and empirical economics literature.

I understand the three new core objectives of the Faculty of Economics are: to develop M.A. and
Ph.D. programs which provide students a rigorous education in economics and business
managerment in order to enable them to pursue active academic careers as scholars; to have its
faculty members engage in advanced research which is dissemindted to their peers both in Japan
and in foreign countries; and to provide advanced training to create economists as human resources
of high quality for the business and government sectors. A continuing core objective is to

maintain and enhance its well-established program for the training of undergraduates in economics.

All four objectives are of great importance. I evaluate each of them highly and endorse them all.

Below I make some comments on each, and then some more general comments.

Education in_the Graduate School of Economics (GSE)

The Faculty of Economics has restructured its prioritics to give special emphasis to graduate
training at the M.A. and particularly the Ph.D. level. This is a forward-looking identification of
Japan’s significant need in the 21* century to upgrade the level and quality of economics education.
The Faculty’s contribution, which indeed is its comparative advantage in Japan, is to train high-
quality Ph.D. economists who will become professors at various universities and/or researchers at
research institutes, both private and governmental. This supply-leading approach, in which
emmployer demand for Ph.D. and M.A. level economists may follow their increase in supply, is
important over the longer run since, relative to other advanced countries, the overall quality of
economic analysis is not high in Japan, particularly in economic policy making and analysis.

Increased numbers of well-trained Ph.D. economists will be essential to raise the level of



economics education throughout Japan’s university system,

The two-year graduate program of basic courses in theory, methodology and applied (empirical)
fields at the Master’s level, followed by dissertation research at the Ph.D. level, is a model that has
been very successful in the United States, The increasing sophistication of economic analysis
requires such rigorous, course-based training at the graduate level.  Irecognize that the M.A thesis
requirement is a matter of some debate (as indeed it has been in the United States), and I have no
definite recommendation. Much depends on whether most M.A. candidates in fact are terminal
rather than continning to the Ph.D. program. Formally, most American universities expect Ph.D.
research to be completed in two years (following two years of course work), though in practice
completion of the Ph.D. often takes three years or more. The Graduate School of Economics has
accepted three years as a reasonable period for Ph.D. rescarch. However, the completion period
thus far seems to be substantially longer. Moreover, some Ph.D. candidates apparently never
complete their program. (That is not unique; my experience at Yale, which accepted students
directly into the Ph.D. programs after their undergraduate degree with the M.A. degree a byproduct
of the educational process, was that about one-third never completed their Ph.Ds.) Nonetheless,
greater mentoring and other efforts may be required of the faculty, while recognizing that in the
longer run the hiring institutions {universities, research institutes, the government) should raise

their hiring requirements so as to place greater emphasis on the Ph.D. degree.

The Research Missjon and International Exchange

A central mission of any great university is to enhance knowledge and understanding through
fundamental research, both theoretical and its empirical application, and the international
dissemination of that new knowledge through publication in professional journals, books, and other
scholarly works. The Faculty of Economics has many active researchers who publish in a wide

range of professional and other outlets, as their resumes attest,

Japan is in an increasingly global world, and so too is the Faculty of Economics since the
economics profession has become increasingly global; scholarly reputations of institutions and
individuals now transcend national boundaries. Several members of the faculty have major
international reputations, and would readily be appointed Professors by major American
universities. The aim of the Faculty of Economics not only to be pre-eminent in Japan but also to
be a significant global player is laudable. Unfortunately for Japanese, the predominant
international language for eccnomics is English. A number of faculty members do indeed publish
in English (and to some extent in other languages); books published at the prestigious Oxford
University Press are particularly notable. The main source for international dissemination of
research results, and the impact and prestige attached thereto, is in refersed English-language,

professional economics journals. There are several tiers of such journals; the higher the quality




and prestige of the journal, the more competitive and difficult it is to have articles accepted. It is
notable that several Faculty members have published in top-tier journals. That should be
encouraged, as should more publication in all international professional journals. For the Faculty
of Economics, not only some of its members, to achieve greater international recognition will
require continuing efforts to disseminate research results in English as well as Japanese. While it
may seem extreme, I would argue that this applies even to research on Japanese economic history

as well as on various aspects of the contemporary Japanese economy.

Important venues for motivating and disseminating faculty research include large scale, joint,
international research projects with foreign scholars; participation in international conferences;
professional travel abroad by faculty members; and invitation of foreign scholars to spend time at
the Faculty through exchange and other programs. The Faculty is increasingly moving ahead in
all these dimensions, though much remains to be achieved. The development of the Center for
International Research on the Japanese Economy (CIRJE) in the Faculty of Economics is an
important institutional mechanism for promolting research and the ongoing internationalization of
the Faculty.

Undergraduate Education

The undergraduate program (USE) in the Faculty of Economics has long been a major contributor
to Japanese society, and it should continue to do so. In no way should the undergraduate
economics education program be discontinued or reduced in quality. The main challenge is to
improve further the quality of the program, with appropriate incentives both for faculty to teach
well and students to study hard in order to learn well. The old phrase, “Teachers pretend to teach
and students pretend to study” should never be allowed to apply to the Faculty of Economics.

I was surprised by the excessively large class size in the technical Subject I courses taught at the
College of Arts and Sciences (CAS, Kyoyo-gakubu). Only an exceptional teacher can effectively
teach such a large class. The major proposals listed in this report deserve implementation,
particularly the use of teaching assistants and other ways to reduce class size in special studies
sessions, and the requirement that all students who enroll in the undergraduate School of
Economics (final two years of undergraduate training) should have some training in mathematics.
One basic dilemma may be the lack of incentives for students to study seriously in the CAS

Courses.

I was also surprised by the very limited flexibility in accepting students into the USE from other
than the Liberal Arts II program at CAS. Greater flexibility in the selection of students from other

areas, based on their merits, should be seriously considered.



The recommendations for improvement in the undergraduate program (USE) are sensible and
meritorious. The need to move to smaller classes with a greater degree of student interaction and
involvement, and with more stringent standards so that students will indeed attend classes and work
harder, is an important, high priority issue. The use of teaching assistants, if properly structured
and monitored, can be an effective way to enhance these teaching needs. The emphasis on
teaching economics literature written in English is increasingly desirable as the world becomes
more international in its activities and as Japanese, in their various professional careers, interact
increasingly with their counterparts in the rest of the world. English is not the only language to be
used, of course, but the global reality is that English has become the main language for commerce,
international economic activities in general, and for international political, diplomatic and other

relationships.

I do not fully understand the role of the grading system, both for fulfilling the course credit
requirements for graduation and for other purposes such as providing important information for
prospective employers, graduate school applicants, and the like. T was surprised to see that almost
20% of the grades are D, which is considered a “failing grade”. Does this mean that the student
does not receive credit for the course, or that it is a negative factor in a requirement that he/she has
some minimum overall eourse average, such as C? Frankly, I would not expect that so many
students would reecive a failing grade if it means they do not receive credit for the course. That is

not the case at Yale or Columbia. It may be indicative of the lax behavior of students, however.

The N ives and Fl

The Faculty of Economics is constrained by many externally imposed rules and bureaucratic
rigidities, and by an inadequate incentive system which does not well reward productivity and
performance. These constraints are endemie not only at the University of Tokyo but at all
national universities. They have created significant barriers to being an international recognized,
globally competitive, advanced educational institution. It is beyond the scope of this evaluation to

g0 into administrative barriers and rigidities, but they must be noted.

What is startling about the national university system, to which the Faculty of Economics is subject,
is the lack of economic reward for excellent performance. At American universities, both state
and private, the salaries of full professors have a range in excess of 100%, much of which is
determined by research performance and reputation rather than by seniority. Competitive salaries
are an essential ingredient for a competitive marketplace for attracting and retaining outstanding
faculty members. The old-style Harvard or University of Tokyo faculty appointment system of
hiring and promoting only one’s own graduates is no longer effective; new faculty member
appointees, trained at different institutions and/or achieving prominence at different institutions,

bring new intellectual perspectives and talents to a faculty. This process is likely to develop




further in Japan. Incentive mechanisms and structures need to be reconceptualized throughout
Japanese universities if some universities and their faculties, such as the University of Tokyo and .

its Faculty of Economics, are to achieve even greater stature.

The Transition Proce

The restructuring of priorities to M.A. and Ph.D. level training involves a major transformation
process, It requires new curriculum developments, new courses, and some changes in the
capabilities and interests of the faculty...all of which are underway. It may well be that the
comparative advantage of some faculty members lies primarily in teaching in the undergraduate
program. Of course it will take time for resources to be reallocated and for full implernentation of
the new pricrities to be achieved. In the process, experimentation and flexibility should be
encouraged. Inevitably such a profound transition will have some difficulties and costs. The
path and eventual destination inevitably depend to some extent upen the historical heritage of the
Faculty of Economics. The Faculty has particular strengths in economic history at the
undergraduate level. How important a component of the Ph.D. program should that eventually
be? Combining economics and business management in the same program may well have certain
benefits. Perhaps one future issue is whether business management should become a separate,
professionally-oriented program, like M.B.A. and management Ph.D. programs in the United States

as they have evolved over time.

The Faculty of Economics, and indeed the University, as leading educational institutions in Japan,
are also a part of Japan’s broader socio-economic environment and its particular historical heritage.
In a time when both Japan and the world are rapidly changing, the Faculty of Economics has both a
special responsibility and a special opportunity to be a leading agent of change in Japan’s
economics profession. To what extent it aspires to an international reputation and an international

role is indeed one of the key issues the Faculty of Economics will face.
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Foreword

Japan achieved rapid economic growth and development in the post-WWII period. An
important contributing factor to this performance was a stable set of social and economic
institutions. Inevitably, this growth produced structural changes in the social and economic
environment. These changes became increasingly apparent in the 1980s and 1990s. Unfortunately,
the institutions were unable to adapt rapidly enough to keep up with these environmental changes.
It is not an exaggeration to say that there are now serious inconsistencies between the traditional
institutions and the current socio-economic environment that extends to virtually every aspect of
Japanese society. These inconsistencies have contributed to and perhaps may have been the source
of the stagnation that Japan experienced in the 1990s. It is not surprising that the government is
now trying to remove these inconsistencies by reforming many of the traditional institutions
including the national educational system.

Some argue that the national university system needs to be fundamentally restructured.
Critics claim that the quality of education is poor and that research output is low in the national
university. These criticisms have received considerable attention and led the government to develop
plan for reforming the national university system. This plan calls for transforming the national
universities into independent administrative agents ( Dokuritsu Gyosei Hojin).

We accept that there is some basis for these criticisms. However, we believe that the current
reforms are misdirected. Our national universities do face a wide array of difficulties. But we are
skeptical about whether the drastic (and probably expensive) reform plan will be effective in
resolving these difficulties. We believe that the current difficulties can best be resolved by changing
the incentive structures for teachers and students. It is our conviction that these measures would be
much more effective (and less costly) than the eye-catching transformation plan the government is
now undertaking for the national university system.

In order to make this case more compelling to the Japanese people, there is a need to inform
the public about current status of our education and research activities. Indeed, it is our duty to
report our activities since they are mostly supported by taxpayer money. The purpose of this report
is to widely disseminate information about the current status of education and research in the
Faculty of Economics at the University of Tokyo. We hope that this document will provide the
basis for informed discussion about what reforms will best help us to pursue the objectives
entrusted to us by the Japanese people.

This report was originally planned by the former dean of the Faculty of Economics, Hiroshi
Miyajima, and was drafted by the committee of self-evaluation chaired by Masahiro Okuno-
Fujiwara until September 1999, then subsequently by Satoshi Daigo. My own role has been to
finalize the report using the framework that was constructed by these people. I sincerely appreciate
their efforts in producing this valuable report.

February 2001

Akiyoshi Horiuchi
Dean

Faculty of Economics
The University of Tokyo

— 133 —




Chapter 1: An Overview of the Faculty of Economics

This chapter provides a brief overview of the Faculty of Economics of the University of
Tokyo. Section one explains the faculty’s history in brief. Section two looks at the faculty’s
missions and objectives. Finally, section three describes the current educational structure in the
undergraduate and graduate schools.

1.1 History in Brief

The study of economics began at the University of Tokyo in April 1877, when Tokyo
Daigaku (The University of Tokyo) was established by merging Tokyo Kaisei Gakko and Tokyo
Igakko. The First Department (History, Philosophy, and Politics) of the Faculty of Letters, had a
course in economics. The University of Tokyo was renamed the Imperial University of Tokyo in
March 1886, and economic research and education was moved from the Faculty of Letters to the
Faculty of Law where it remained for 33 years since 1886. During this time the curriculum
consisted of finance (Rizai), statistics, and geography. A seminar subject, where teaching was based
on a series of questions and answers, was added in 1893.

In 1908, the Department of Economics, and in 1909, the Department of Commerce
respectively were established within the Faculty of Law. These departments were the foundation of
the Faculty of Economics when it separated from the Faculty of Law in 1919. The newly-formed
Faculty of Economics had thirteen subjects: ten subjects were related to Economics; and, three
were related to Commerce.

The Faculty of Economics experienced serious political and educational tensions during the
Second World War, and came under strong pressure from the military government. Fortunately, it
recovered quickly from these wartime difficulties. In 1948, in order to promote democratic
management and to respond to diversified demand from students, the Faculty was divided into 4
groups: i.e., (1) economic theory and statistics, (2) economic policies, (3) economic history and
international economics, and (4) commerce and accounting. Until 1949, only professors were
permitted to participate in the decision-making processes at the faculty meeting. But from 1949,
associate professors were allowed to participate in all decision-making activities, except for some
issues related to the promotion of personnel. Also in 1949, the University of Tokyo, along with
some other universities, was incorporated into the new system of national universities. In 1953,
new graduate schools were instituted. At that time, the graduate course of economics was
established in the Graduate School of Social Science {(GSSS). Then, the GSSS was dichotomized
into the Graduate School of Economics (GSE) and the Graduate Schools of Law and Politics in
1963. At present, the GSE comprises four departments, i.e., Economic Theory, Modern Economy,
Business and the Market, and History.

Japanese universities used to regard the undergraduate education as more important than
post-graduate education. The University of Tokyo was not exceptional in taking this view.

However, rapid advances in various frontiers of science have established a need to enhance the



capacity of post-graduate educatiocn. As a result, since the mid-1990s, some universities including
the University of Tokyo have reformed their educational system in order to give priority to post-
graduate education. The Faculty of Economics was reformed in 1996 and shifted shifting its
organizational core from the undergraduate to the post-graduate level. Accompanied with this
reform, the enrollment for the graduate program increased substantially.

The Research Institute for the Japanese Economy was established in 1963 as an affiliated
institute to the Faculty of Economics. The purpose of this institute was to conduct comprehensive
empirical and statistical research on Japan’s industry and business management. This research
institute was restructured into the Center for International Research of the Japanese Economy
{CIRJE) in 1998 when the Faculty of Economics started to strengthen post-graduate education. The

current structure of Department of Economics is depicted in Figure 1.

1.2 Objectives for the Faculty of Economics

Japan’s School Education Law (Gakke Kyeiku Ho) stipulates the objectives of education in
undergraduate and graduate university in very general terms. It states the objectives of
undergraduate education are to teach comprehensive knowledge to students, and to transfer
achievements of advanced researches to students, thereby cultivating students’ intellectual, moral,
and practical capacity. The objectives of the graduate education specified by the School Education
Law are to advance academic rescarches in respective fields and to contribute to cultural
development.

The Graduate School Rules (daigaku-in gakusoku) of the University of Tokyo also specifies
some broad objectives. The educational objectives in Master’s Programs are to teach students deep
and precise knowledge of science based on broad perspectives, and to stimulate them to undertake
various academic researches. And the objective of the Ph.D. Programs education is to cultivate
students’ capacity to produce high quality cutting-edge research.

While the above aims are too general to be of practical use, the Faculty of Economics has
respected these general objectives of Japan's university education. In particular, the Faculty of
Economics sees one of its most important objectives as providing its graduate students with a
rigorous education in economics and business management toc enable them to pursue productive
academic careers and to help them grow and develop as independent scholars and thinkers.

The Faculty of Economics has also been an active center for research in Economics and
Business Management. The faculty members have been engaged in advanced research in various
fields, and disseminate their results to their peers in both Japan and foreign countries. This
advanced research has been quite instrumental in stimulating graduate students to strive to
accomplish academic achievements. Thus, the faculty members recognize that advancing academic
research and dispatching their results worldwide is another mission for the Faculty of Economics.

A final objective of the Faculty of Economics is to keep its traditional function of supplying
human resources of high quality to the business and government sectors. A large number of

graduates have played very active and positive roles in various areas in both the business and
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governmental sectors. This fact illustrates that the Faculty of Economics has succeeded in
providing students with theoretical and practical knowledge that is highly evaluated in Japanese
society. We believe that the graduates from the Faculty of Economics have greatly contributed to
development of the Japanese society. The faculty members unanimously agree with the objective to

retain this function of the Faculty of Economics in the future.

1.3 The Current Structure of Education in the Faculty of Economics

Figure 1 depicts the current structure of education in the Faculty of Economics. The
educational system consists of two parts: the Graduate Schoo! of Economics (Keizaigaku kenkyuka)
and the Undergraduate School of Economics (Keizai-gakubu). The relationship between the
Faculty of Economics and the College of Arts and Sciences (CAS) is also important because all of
the undergraduate students are tanght all sorts of liberal arts subjects at the CAS for two years
before starting professional education.

Almost all students enter the Undergraduate School of Economics (USE) after having spent
two years in the College of Arts and Sciences (CAS).! In addition to other subjects of liberal arts,
the CAS offers introductory subjects in economics, business management, and statistics. Some
come to the USE from courses of the CAS that teach natural science. They may have found
economics interesting afler entering the CAS. But the number of those who are actually permitted
to come to the USE from the CAS’s natural science courses is strictly limited according to the rules

of this university.

(1) Graduate School of Economics

The Graduate School of Economics (GSE) consists of the two Programs: i.e., the Master’s
Program (shushi katei) and the Doctor of Philosophy (Ph.D.) Program (hakase katei). The entrance
examination of the GSE for the Master’s Program is structured in two stages. The first stage is a
written examination in basic economic theory and linguistic ability, and the second stage is an oral
examination based on an essay submitted by the candidate. Each of the four courses determines
final passers.

There are two kinds of candidates for the Ph.D. entrance examination that takes place every
March. One group is those who are expected to graduate from the Master’s Program at the end of
the March. The other is those who have already acquired Master’s Degrees either from the GSE or
from other graduate schools. Members of the first group dominate among those who actually gain

entrance to the Ph.D. Program.

1 Every year, the USE accepts a few students who have graduated from other schools of the University of Tokyo,

or from other universities via an examination.
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Figure 1.1: The present structure of the Facuity of Economics

Graduate School of Economics (GSE) . Center of International
Research on the

Japanese Economy
Ph.D. Program (CIRJE)

Master’s Program

Undergraduate School of Economics (USE)
1. Economics
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-

College of Arts and Sciences

The Faculty of Economics upgraded the post graduate education to an organizational core
instead of the undergraduate education in 1996, when the maximum number of entrants for
Master’s Program was increased from 90 to 108. However, the Faculty has never been successful in
filling this upper-limit for Master’s Program entrants. The number of successful applicants has
remained at around 50% of the intake limit. On the other hand, the number of successful applicants
for the Ph.D. Program has attained higher than 80% of the intake limit (54). Every year, the
Master's Program accepts more than 10% of its entrants from businesses and government offices.
Thus, the Master’s Program functions not only to educate the students who want to become
academics, but also to re-educate business-persons and burcaucrats.

The subjects of the GSE are categorized into three parts: lectures, seminars, and thesis
supervision. The Master’s Program educates students in the basics of economics and business
management. The Ph.D. students, on the other hand, focus their efforts on preparing their theses.
The tutorial system plays an important role in stimulating the Ph.D. students thinking and approach
to their theses.

The number of those who acquired degrees from the GSE is increasing. The GSE is
structured so that the Master’s degree can be acquired in two years, and the Ph.D. degree in a
further three years. But some students take longer than three years to acquire their Master’s degrees,
and the Ph.D. Program students seldom succeed in finishing their theses within three years.

The Master’s Program used to be just a preparatory step for the Ph.D. Program. However,
nowadays, a.sizable fraction of the Master’s Program students do not enter the Ph.D. Program, and

the number of the students who find jobs in either businesses or bureaucracies after acquiring
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Master’s degrees has been increasing. On the other hand, most students in the Ph.D. Program seek
their careers in academia, particularly in universities. The number of Ph.ID. graduates who obtain

work outside academia remains very small.

(2) Education in the Undergraduate School of Economics

The curriculum of the USE consists of Subject I, Subject II, Subject III, Optional Subjects,
and Advanced Subjects. Subject I includes the elementary subjects of economics and business
management. Undergraduate students are required to complete 7 out of the 9 subjects offered in
Subject I. Subject IT includes advanced subjects of economics. Subject III includes advanced
subjects of business management. The Optional Subjects include special lectures in applied
economics and commerce. The seminars are included in the Optional Subjects. The Advanced
Subjects include advanced lectures that are joinily offered for both graduate and undergraduate
students. The USE carried out a questionnaire looking at undergraduate students evaluations of the
lectures they attended in the summer term of 1999. The results of this questionnaire will be briefly
explained in Chapter 3 of this report.

There are no predetermined formulas for teachers to follow in grading students’
examinations. They are fundamentally free to determine, for instance, how many A’s are given to
their students. But the USE presents a list of score distributions of all the subjects each year to the
faculty meeting in order to help teachers to understand how their peers are marking their students’
examination.

Seminar subjects are the most popular among undergraduate students. Almost 90% of the
junior year students and four fifths of the senior year students attend seminars. A gradually
increasing number of students attend two or more than two seminars simultaneously. While a
graduation thesis is not compulsory in the USE, around 35% of undergraduate students present a
thesis, and almost all of them succeed in obtaining credit.

More than half of the graduates from the USE have been employed in the financial service
industries such as banking and insurance companies. However, the number of graduates employed
in the manufacturing industry has been increasing. Every year during the last five years, between

20 and 30 graduates went on to graduate schools.



Chapter 2: Education in the Graduate School of Economics

The Graduate School of Economics (GSE) has the tradition of generating a large number of
distinguished scholars in the fields of economics and business management. Its graduates have
been actively teaching and researching not only in the University of Tokyo, but also in many other
universities, and colleges. The GSE has established itself as the most important center for the
Japanese economics education. This chapter explains the current state of the GSE’s education.

2.1 The Process of Entrance Examination

The entrance examination process for the Master’s Program of the Graduate School of
Economics {GSE) takes place every September. The examination consists of two stages. At the first
stage, candidates are required to take written examinations both in one of foreign languages and in
various fields of economics and business management. On the basis of these¢ ¢xaminations the
committee of entrance examination determines the candidates who are permitted to take an oral
examination, which constitutes the second stage of the examination. The oral examination focuses
on a research prospectus and an essay the candidates have submitted. Those candidates who are
employees of companies or bureaucracies, are also allowed to submit supporting materials
pertaining to their works in their jobs.

On the other hand, the entrance examination for the Ph.D. Program takes place every March.
There are two kinds of candidates for this examination. The first is a group of those who are
expected to finish the Master’s Program by the end of March, and the second group consists of
those who either have acquired or are expected to acquire the Master's degrees from other
universities. The former students take oral examinations based on the Master’s dissertations they
submit to the GSE. Their performance in the Master’s Program is also taken into consideration.
The latter students are required to pass the oral examination based on the papers that they submit to

the entrance committee of the GSE.

2.2 Entrants

The maximum number of entrants for the Master’s Program was increased from 61 to 90 in
1994, and from 90 to 108 in 1996 as the Faculty of Economics strengthened its capacity in post-
graduate education. However, the GSE has been unable to fill the increased quota with the number
of entrants hovering at just over 50% of the maximum number of students.

Table 2.1 presents the compositions of entrants of the Master’s Program. As for the entrants
of the Master’s Program, the percentage of the entrants who graduated from the University of
Tokyo’s USE, fluctuated between 20% and 40%. It is also noteworthy that around one tenth of the
entrants of the Master’s Program came from either businesses or bureaucracies, who are called
“employee students (zaishoku shakaijin).” These figures suggest that the GSE has been adopting an
open door policy. On the other hand, foreign students account for 10% of the total number of
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entrants, which is smaller than the average figures of other graduate schools of the University of
Tokyo. The door of the GSE will be required to open more widely for foreign students.

Table 2.1: Composition of entrants: Classification by college backgrounds

Fiscal year 1996 1997 1998 1999 2000
Total number of entrants 83 69 59 58 58
The USE, Univ. of Tokyo (%) 24.1 39.1 25.4 39.7 46.6
Other Faculties of Univ. of Tokyo (%) 15.7 5.8 11.9 8.6 12.1
Other Japanese universities (%) 51.8 435 50.8 46.6 36.2
Foreign Universities (%) 8.4 11.6 11.9 52 10.3

2.3 Enrollment

Table 2.2 shows the number students studying at the GSE for the last five years. The number
of students in the Master’s Program has been decreasing since EY. 1997. In contrast students
numbers in the Ph.D. Program have been steadily increasing. Although the presence of employee
students is still very_small, it has increased very significantly in F.Y. 2000. In addition to graduate
students, the GSE accepts research students (kenkyusei) more than half of who are coming from
abroad. The number of domestic (i.e., Japanese) research students has been increasing. Since most
of them are searching jobs outside the GSE, the increase in those research students may suggest

that the job market for post-graduate students is becoming more and more competitive.

Table 2.2: The number of students at the GSE

Fiscal year 1996 1997 1998 1999 2000
Master’s Program 160 170 147 136 129
Foreign students 12 15 15 12 12
Employee students 6 5 8 6 14
Ph.D. Program 132 154 170 178 174
Foreign students 26 23 18 19 19
Employee students 1 1 0 2 7
Research students 11 16 I8 15
Foreign students 9 11 12 8

Some students are forced to be temporarily absent from school {(kyugaku) for various reasons.
One of the most important reasons is to study abroad. The other is economic. Every year, around
5% students of the enrollment are temporarily absent from school both in the Master’s and Ph.D.
Programs. We should note that the number of students absent for economic reasons has been
increasing.

The financial support to graduate students does not seem to have been deteriorating. The
Ph.D. students who apply to the Japan Scholarship Society’s scholarship have been rarely rejected.
The acceptance ratio of the scholarship for the Master’s students has been higher than 50% for the
last five years. There are some other scholarship programs sponsored by private institutions to

which graduate students can apply. However, the scholarships are not large enough to remove



economic pressures on all graduate students.

Table 2.3 presents the number of students studying abroad {mainly in the United States) since
EY. 1995. It is noteworthy that their number decreased by half during the last five years. At present,
we cannot definitely explain this decrease. It may be due to the fact that the GSE has reformed the
education system in the graduate program to make it more systematic following the U.S. graduate

education system, and thereby reducing the incentives for students to go abroad.

Table 2.3: Student studying abroad

Fiscal year Master’s Program Ph.D. Program Total
1995 4 20 24
1996 5 12 17
1997 2 9 11
1998 2 8 10
1999 3 6 9

2.4 Careers after Graduation

The GSE is proud of a tradition of supplying young able researchers to Japan’s academic
circles. So, almost all the Master’s Program students used to go to the Ph.D. Program after
graduation. Nowadays, however, as the number of enrolled Master’s students has increased, some
of them find their jobs cutside academia. For example, the Master’s students who went to the Ph.D.
Program after graduation accounted just 63% of all the students who graduated from the Master’s
Program during the last five years (Table 2.4). In this sense, the GSE’s Master’s Program has
inereasingly extended its objectives to those other than that of supplying human resources to the
academic circles.

Table2.4: The courses after graduation from the Master’s Program

Fiscal year | Ph.D. Progranis m?}i;’;?;‘i%f;s Pniv;:tei;i?zirch Private companies Others
1995 30 4 2 14 0
1996 40 2 1 5 4
1997 51 4 3 13 6
1998 39 4 2 7 12
1999 31 5 0 15 9

Table 2.5 shows what careers students took after “graduation” from the Ph.D. Program. This
table includes those who acquired the number of credit units required for their doctorate (20 units),
but have not yet been conferred with their degrees. Although the universities have kept a dominant
share of jobs among the post-doctoral students, the share of universities is decreasing. As has been
explained, the major target of GSE has been to send graduates to universities. But this table
suggests that it has become increasingly difficult for post-graduate students to find jobs in

universities. -
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Table 2.5: Jobs of post-doctoral students

Universities | g coarch institutions | Private companies | PD. of the JSPS* |  Others
and colleges .
1995 10 1 0 1 1
1996 3 3 0 0 1
1997 16 1 3 1 8
1998 2 0 0 6 10
1999 21 1 1 2 18

(Note) * The students who acquired scholarships for post doetor scholarship offered by the Japan Society for the
Promotion of Science.

2.5 Curriculums

Students have to obtain at least 30 units of credit in the Master’s Program and at least 20 units
in the Ph.D. Program before they can receive their degrees. The students can choose a variety of
subjects from the curriculum offered by the GSE.

The curriculum of the GSE consists of lectures, seminars, and guidance for thesis (ronbun
shido). For example, in 1998 (F.Y.), the GSE offered 92 lectures and seminars. The number of
credits for those lectures and seminars was 294 (Table 2.6). The GSE regards lectures for basic
economic and management theories {foundation subjects) as most important because they give new
entrants the basic knowledge of economic theory and business management in a systematic fashion.
For the last few years, more than 20 of these foundation subjects have been offered each year
providing a total number of credits of just over 60 {Table 2.7). Although the foundation subjects are
the core of the GSE's curriculum, the average size of the lecture is relatively small; more than half
of the schooling lectures have less than 10 attendants. Thus, the GSE is concerned that economies

of scale are not being realized in those subjects.

Table 2.6: The number of lectures and seminars {1998 EY.)

Lectures and seminars Number of students obtaining credit
Departments -
Number of class Number of credit | Master's Program Ph.D. Program
Economic theory 27 88 177 47
Contemporary 34 112 139 78
economy
Business and market 22 66 109 29
Economic history 9 28 34 34
Total 92 294 459 188

Table 2.7: The schooling lectures

Fiscal year | Number of lectures | Number of eredit Master's g_ zglrzz of attegg.agspmgram
1995 23 68 307 53
1996 25 70 400 49
1997 21 62 310 34
1998 24 64 277 33
1599 21 68 296 40
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A thesis supervisor (shido kyokan) advises a student in writing a thesis. Most students in the
Master’s Program submit Master’s theses at the end of the second year. They are required to take
the thesis guidance subject. For doctorate students the thesis supervision is not compulsory. None
the less, many students take this subject. It is important for graduate students to be able to discuss
with and receive comments from tutors on their theses. Graduate students are permitted to take up
their own research interests as their self-studies (jishu kenkyu). They can receive up to 4 credits by
submitting reports about their research interests. For example, in 1999 EY,, the Master’s Program
students and the Ph.D. Program students registered 150 and 95 self-studies respectively.

Table 2.8 shows the average number of credits that students acquired at each year of the
Master’s and the Ph.D. Programs. For the last five years, on the average, the students in the
Master’s Program acquired 20 credits in the first year and 13 credit in the second year when they
prepared their Master’s theses. In contrast with Master’s Program students, those in the Ph.D.
Program were not so active in acquiring credits. On the average, the number of credits they got is
less than 10 per year. This is quite natural because they are required to concentrate their energy in

preparing their Ph.D. theses.

Table 2.8: The average number of credit at each stage of the graduate courses
(The averages of five years from EY. 1995 to 1999)

The number of credit
17 year of the Master’s Program 20.9
2™ year of the Master’s Program 12.7
1¥ year of the Ph.D. Program 111
2™ year of the Ph.D. Program 7.7
3™ year of the Ph.D). Program 6.0

2.6 Conferment of Degrees

Since EY. 1995, more than 50 students have acquired the Master’s degrees from the GSE
every year. Most of them took just two years to acquire the degree. But some took longer than three
years, and the percentage of the latter students has been higher than 10% during the last few years
(Table 2.9). This phenomenon suggests that the number of the students who are unable to adapt
themselves to the current education system of the Master’s Program is increasing. The GSE should
regard this as a warning signal.

The Ph.D. degree conferment consists of two categories. One is for those students who
submit their Ph.D. theses either during their enrollment periods or within three years after exiting
from the Ph.D. Program (which are called “katei hakase” in Japanese). Another is for those who
submit degree theses at their convenient timing. Most of them are already well-established
scholars who need Ph.D. degrees for various reasons. They are called “ronbun hakase” in
Japanese. Table 2.10 shows the number of students who acquired their degrees classified by the
calendar year they entered the Ph.D. Program. Of those students entering in either 1992 or 1993,
more than 40% had already obtained their Ph.D. degrees by the end of March 1999. But those
who submitted their theses within three years of entering the Ph.D. Program were an absolute
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minority. How the time span between entrance and the submission of a Ph.D. thesis can be
shortened is a critical issue for the GSE. However, in EY, 1999, for the first time ever a student

succeeded in obtaining the Ph.D. degree in a two-year time span.

Table 2.9: The number of students who acquired the Master’s degree

Fiseal year Total 2 year]s‘Iow maniiizr:rtfh;?\kg years*
1995 50 50 0(0)
1996 52 46 8(2)
1997 77 66 13(2)
1998 64 38 17(3)
1999 60 50 13(3)

(Note) * The current system of the Master’s Program was started at 1993,
Figures in parentheses are the number of students who were temporarily absent from the course.

The number of the ronbun hakase has been gradually decreasing. This reflects the GSE’s
strategy of increasing the conferment of Ph.D. degrees in the first category (katei hakase)}, and, at
the same time, of treating the second category as exceptional.

Table 2.10: The number of Ph.D. degree conferment
The first category (katei hakase)

The fiscal year | The number of students acquiring .
of entrance the Ph.D. degree (a) The number of entrees (b) (a/b: percentage)
1992 9 21 42.9
1993 9 19 474
1994 3 26 11.5
1995 2 47 4.3
1996 1 33 3.0
1997 2 45 4.4
1998 1* 52 1.9

(Note) * This is the case of shorterting the time span for the Ph.D. degree.

2.7 The Faculty Members’ Opinions Regarding Education in the GSE

From 1994 to 1996, the Faculty of Economics increased the GSE’s educational capacity.
This reform implies that the Faculty of Economics has attached more importance to the graduate
school education than before. Generally speaking, the reforms have successfully activated
education in the graduate courses. As the previous sections have shown, the size of enrollment has
been dramatically increased. At the same time, the number of degree conferment has been
increasing. However, the faculty members have recognized some problems that need to be
resolved in the future in order to improve the quality of education in the GSE. This section briefly

discusses these issues.

(a) Entrance examination
The GSE consists of diversified disciplines of economics and business administration,

which are consolidated into Departments {senko). Each Department has some autonomy in the



process of entrance examination. This autonomy leads to variation in the standard marks for
entrance. Some faculty members are concerned that this variation might have influenced
applicants’ behavior in that they seek a field supposedly easier to enter than other fields without
sufficiently considering what they want to study in the graduate programs. Consequently, after
entering into the GSE, some students seem to suffer from mismatches between their own research
plans and specific disciplines of the field into which they actually entered. These mismatches may

force teachers to lower the standard of teaching in their classes.

(b) Increased capacity and quality of entrants

The GSE has generated a large number of promising young researchers in the fields of
economics and business management. It is not an exaggeration to say that the GSE has been the
leading supplier of distinguished researchers and educators to many Japanese universities. The
GSE wishes to maintain this honorable tradition in the future.

The capacity increase during 1994 to 1996 was intended on the presupposition that it would
contribute to attract more talented students suitable for academic careers by enrolling more
students with diverse backgrounds, including business and bureaucracy. If this presupposition
were true, the reform of 1994 to 1996 would be instrumental in maintaining the GSE’s tradition as
an excellent producer of able researchers. In reality, some faculty members feel that the capacity
increase has made it difficult for them to maintain the tradition, because the increase in the

enrollment has deteriorated academic quality of entrants.

(c) Education in the Master’s Program

The system of schooling lectures has been substantially improved to quickly enhance the
theoretical background of students in the Master’s Program. But many teachers think it is
necessary to further systematize their foundation education for students at the early stages of the
Master’s Program. On the other hand, although not so numercus, there are teachers who are
concerned that further systematizing schooling lectures will reduce the importance of a traditional
way of education where reading classic literature is important.

We can point out at least three difficulties with respect to the present foundation subjects in
the Master’s Program. First, the GSE does not distribute sufficient time to these subjects.
Nowadays, the economic theory has become more and more sophisticated. As a result, entrants
are required to spend a lot of time in studying basic theory at least at the beginning of the
Master’s Program. Second, some classes of the foundation subjects are over-crowded. It is feared
that the crowded class prevents active communication between teachers and students. On the
other hand, some classes do not realize sufficient economies of scale. Third, there exists a great
difference of understanding among students. As the number of entrants has increased, the students
who have not fully acquired the basic knowledge of economic theory have become numerous.
Some recommend that teaching assistants should be much more efficiently utilized for
supplementary instructions for those students. It may be useful for those who need to improve

understanding of basic theory to take the advanced lectures in the undergraduate courses.
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(d) Master’s theses

There exists some ambiguity regarding the purpose of Master’s theses. Some teachers
regard the Mater’s thesis indispensable part of the overall education in the Master’s Program.
They believe that to prepare the thesis is in itself a very effective way of education. They consider
that the Master’s thesis can be an effective measure to evaluate students’ academic possibility.
But there are some teachers who are skeptical about the usefulness of the Master’s thesis. They
argue that the thesis is dispensable for the Master’s Program. In particular, for the students who
want to submit Ph.D. theses, preparing Master’s theses may be burdensome. Why cannot they
start to write doctor theses immediately after entering the GSE? The GSE will have to determine

the purpose of Master’s theses more clearly.

(e) Ph.D. theses ,

One of the most serious problems for the GSE is how to motivate students in the Ph.D.
Program to write Ph.D. theses. According to Table 2.8, the number of the students who submitted
Ph.D. theses within several years since their entrance into the Ph.D. Program is still very small.
The GSE considers that these numbers should increase substantially. One reason for the small
number of submissions of Ph.D. theses is that some Ph.D. Program students tend to lose the
passion for writing theses after finishing their Master’s theses. Teachers in the Ph.D. Program
must stimulate those students by earnest guidance.

The GSE used to require Ph.D. students to write Ph.D. theses with grand scale structure and
true originality. Thus, the standard for conferment of a Ph.D. degree was extremely high. But the
GSE has fundamentally changed its viewpoint regarding the Ph.D. degree. At present, the GSE
regards the Ph.D. degree as a certificate that the conferee has sufficient capability of economic
research comparable to the Ph.D. in the United States. Nowadays, a representative Ph.D. thesis is
comprised of a few papers that were accepted by refereed journals, associated with both an
introductory chapter and a conclusion chapter to explain the interrelationship between the papers
combined into a thesis.

The job market for post-doctoral students has become more and more competitive in Japan.
It is very difficult for the students who have neither publications nor Ph.D. degrees to obtain
academic jobs. The earnest tutoring in the doctoral guidance, accompanied with increasing

competitiveness in the job market, will give students stronger incentives to prepare Ph.D. theses.



Chapter 3: Education in the Undergraduate School of Economics

The members of the Faculty of Economics have a duty to teach not only in the graduate
course but also in the Undergraduate School of Economics (USE: Keizai-gakubu). The main
objective of Japan’s system of national universitics used to be education of undergraduate students.
However, the advancement in every discipline of academia increases the importance of the higher
levels of education and research. Thus, education in the graduate courses has become more and
more important in Japan. Indeed, this report focussed firstly on the education in the Graduate
School of Economics (GSE). In spite of increasing importance of graduate course education, the
Faculty of Economics has not been allowed to lighten the teaching load in the USE. This chapter
explains the current state of education in the USE.

3.1 New Entrees and Enrollments in the USE

Every year, the USE accepts between 300 and 400 students (Table 3.1). The overwhelming
majority of these students have attended the College of Arts and Science (CAS: Kyoyo-gakubu) for
two years. The CAS offers various subjects belonging to the liberal arts. Most of the students
accepted by the USE come from the Liberal Art IT course (Bunka II-rui) which traditionally gathers
undergraduate students who want to be educated at the USE. Those students are automatically
permitted to enter the USE if they have obtained more units of credit than a minimum requirement.
Every year, around twenty students of the Liberal Art IT course fail to enter the USE mainly due to
shortage of credit units.

The USE is limited to accepting around 10 students, who have shown good performance in
the CAS, from courses other than Liberal Arts II. The Faculty of Economics thinks that the
students, who were originally interested in areas such as natural science, but subsequently want to
study economics and management science, should be more freely allowed to enter the USE.
However, the current rules regarding promotion from the CAS to specific undergraduate schools
prevent the USE from opening its door more widely to those students.

The number of foreign students accepted by the USE has been relatively small, making up
only a few percentage of the total of enroilments. Thus, it may be safely said that the USE has been
less open than the GSE to foreign students. Every year, the USE also accepts a few students who
have already acquired bachelor degrees (gakushi).

Table 3.1: New entrees in the Undergraduate School of Economics*

Fiscal year Total From Liberal Arts Il Course From other courses_ Foreign students
1996 403 385 18 4
1997 407 387 20 6
1998 385 369 16 6
1999 351 333 18 5
2000 359 347 12 4

{Note) * This table excludes the students with bachelor degrees.
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The USE consists of two courses: i.e., the Economics Course and the Business Course. Table
3.2 shows the composition of students in the USE as of April 2000. The total number of students
enrolled in the USE is 870 as of April 2000. The students who have stayed longer than two years
add up to 144, around 17% of the total. Those students are called “overdue students (ryunen).”
They have not graduated from the USE by two years not necessarily because their performances
were poor. Some of them seem to enjoy “moratorium™ by staying in the USE longer than two years.
Some other extend their stay in the USE in order to seck better job opportunities. The number of
the overdue students seems to have been gradually increasing in the University of Tokyo.

The School Education Law (Gakko Kyoiku Ho) was amended fo permit excellent
undergraduate students to graduate by less than four years. This new law is effective in April 2000.
However, it is difficult for the University of Tokyo to actally adopt this rule. This is because we
currently have an undergraduate system which requires a preliminary 2 years of liberal arts
education before being able to pursue technical education (undergraduate schools) of a further 2
years. Without altering the strict requirements of credits and the overall structure of the curriculum
of the preliminary liberal arts education, students are unable to enter the undergraduate schools

staying after just one year of liberal arts study at the CAS.

Table 3.2: The composition of students in the USE as of April 2000*

Economics course Business course Total

First year students 276 85 361
Second year students 280 85 365
Overdue students** 98 46 144
Total 654 216 870

(Notes) * This table includes the students with bachelor degrees (gakushi nyugaku).
** The students who have stayed longer than two years in the USE.

3.2 Structure of Curriculum in the USE

The USE’s curriculum consists of Technical Subject I, II, and IH, and the Optional Subject.
The Optional Subject includes optional courses, advanced courses, seminars, and lectures for small
number students. Except for seminars, and lectures for small number students, assessment is by

examination implemented at the end of every semester.

Technical Subject I

Nine subjects such as Economic Theory, Microeconomics, Macroeconomics, and Statistics
are offered as Technical Subject I in the liberal art education (i.e., at the CAS), though the USE is
responsible for teaching the subjects. The students who want to go to the USE are strongly
recommended to take these subjects because they are the basis for the more technical education in
the USE. The students of the USE are required to take at least seven (28 units of credit) of the nine
subjects before graduation. Due to this minimum credit requirement for Technical Subject I, the

number of attending these subjects tends to be extremely large, i.e., more than 550 students per a
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class.

Technical Subject I and IIY

On entering the USE, students select either the Economics Course or the Business Course.
Technical Subject IT and III contain the subjects that are important but somewhat advanced for
undergraduate students. For example, Economic History, Econometrics, Money and Banking,
Industrial Economics, Fiscal Policy, and International Economics are allocated to Technical Subject
I1, and Business Management, Accounting, and Marketing are allocated to Technical Subject III.
The USE requires the students belonging to the Economics Course to take at least 20 units of credit
from Technical Subject II and those belonging to the Business Course take at least 20 units of
credit from and Technical Subject III. Since Econometrics, Industrial Organization, and Trade and
International Finance are considered as important for both courses, these subjects are allocated to
both Technical Subjects IT and III.

Optional Subject

The Optional Subject is constituted by a few groups of subjects. The first group consists of
advanced subjects such as Mathematics, Computer and Information Processing, and some subjects
related to law and politics. The second group consists of applied studies of basic disciplines such as
Chinese Economy, Financial Contracts, and Economic History of Asia. The third group focuses on
topical issues such as the Asian Currency Crisis and the Economic History of Japan during the
period between the two world wars. Every year, the USE invites a few business people and
bureaucrats to conduct lectures on practical business conditions and policy issues. This lecture
series is very popular with the undergraduate students and as a series make up one subject in the

Optional Subject group. Seminars and Small Class Lectures are also in this group.

Seminar and Small Class Lectures

Seminar subjects have been firmly established at the USE for a long time. The purpose of the
seminar subjects is to stimulate undergraduate students’ interest in studying economics by giving
them the opportunity to discuss issues with their teachers and peer students on an informal basis.
Small Class Lectures were introduced in 1997, where specific (sometimes, rather technical} topics
are taught to a small number of attendants. The purpose of the Small Class Lectures is
fundamentally similar to that of seminars. Some undergraduate students who are planning on
entering the GSE attend small class lectures to prepare for the high level syllabus offered by the
GSE. Usually, both a seminar class and a small class lecture consist of several first year and second
year students. Every year, nearly 80% of the enrolled students attend either seminars or the small
class lectures.

The teachers adopt a variety of methods of economic education in their seminars. In this
sense, the seminars give the USE a lot of flexibility and adaptability. Most undergraduate students
write their graduation theses based upon the discussion and their research in the seminar classes.

Students are free to apply to one or more seminar classes.
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In the USE, a graduation thesis is not compulsory. However, most teachers think it is
desirable for undergraduate students to write a thesis before graduation, and recommend their
seminar students to submit graduation thesis. A student can submit a graduation thesis jointly
written with one other student. Every year, more than a third of the second year students submit
graduation theses, and they rarely fail to be accepted by the examination committee. The
examination committee rate very high quality theses as “excellent papers,” and the USE awards

exceptional theses the Ohuchi Hyoe Medal.?

Advanced Subject

On this group of subjects offered by the GSE both undergraduate and graduate students are
eligible to attend. The subjects in this group include Advanced Microeconomics, Advanced
Macroeconomics, Applied Econometrics and Public Economics. The subjects teach some technical
topics, and advanced applied economics. The purpose of the Advanced Subject group is to

stimulate ambitious undergraduate students’ interest in economic and business study.

3.3 Scores of Undergraduate Students

Students attaining 80% or more in the examinations are given an “A.” Scores “B” and “C”
are given to results between 70 and 80% and between 60 and 70% respectively. Results less than
60% are given a “D”, a failing grade.

In order to acquire the bachelor degree, a student is required to obtain at least 28 units of
credit from Technical Subject I, and at least 20 units of credit either from Technical Subject IT if he
belongs to the Economics Course, or from Technical Subject IIT if he is in the Business Course, and
88 units of credit in total. Are these requirements too stringent for students? If they are diligent
enough, it is possible for them to satisfy the requirements by the end of the first year of the USE.
20% of undergraduate students acquire 80 units or more of credit by the end of the first year and
almost 50% do so by the end of the summer term of the second year.

The USE utilizes marking to motivate students for study. Teachers should refrain from being
soft in marking and from bailing out the students with poor performance. Every year, a list of score
distributions is reported at the faculty meeting. Thus, teachers could compare their own scoring
with those of peer teachers. Table 3.3 presents a summary of score distributions since F.Y. 1995.
According to this table, the percentage of the students whom teacher gave score “D” has been
around 20% for the last five years.

? This medal is based on the donation from Emeritus Professor Hyoe Ohuchi.



Table 3.3: Score distributions (%)

The first year The second year Students belonging

students students to other schools Total

A|lB/C|D|lA|B|C|D|A|B|]C|D|]A|B|C|D

FY 1995 Summer 14 130 | 35| 19|19 (26|33 20|30 | 29 (201917 |28 |34 19
Winter 19 [34 |30 (1520|3420 15|15 |24 |31 |28 |19 (33| 30|19

FY 1996 Summer 20,26 132|120 (12|21 034 [31 |25 (24|25 ,25| 16124 | 33126
Winter 21 (37 |29 |12 (22 {34 |29 | 13 | 15|31 | 33 |19 | 21| 35| 29 | 13

FY 1997 Summer 26 |32 | 21|19 | 19| 27 | 28 |24 |29 )24 116 | 29 | 24 | 30 | 24 | 22
Winter 23 (29| 28 |17 {23 |28 |31 | 16|29 23|26 | 2023 |28 | 29 | 18

FY1998 Summer 26 |31 123 | 18|22 |30 | 26|20 | 30|36 1914|2531 |24 22
Winter 23 | 31| 28 |17 |28 |32 | 25|13 | 24 | 27 | 32| 15|25 | 31| 27 | 17

FY 1999 Summer 26 32 |23 |17 (2127129 |21 |31 |27 |27 |13 |24 | 30|26/ 19
Winter

3.4 Courses after Graduation

The USE gathers information about students’ courses after graduation by the questionnaire
survey. Table 3.4 summarizes the survey results both for Y. 1997 and EY. 1998. According to this
table, the students who go to gradueate schools after gradvating from the USE are less than 10%.
Traditionally, many graduates from the USE have been employed by banks and financial services
industries. But, in F.Y. 1998, the numbers decreased substantially due to the recent turmoil of the
financial system. In contrast, the number of students who went to manufacturing industries jurnped
abruptly. Table 3.4 also shows that the USE has constantly supplied many graduates to the

government secCtor.

Table 3.4: Post-graduated courses of the USE’s students
FY. 1997 EY. 1998

Total number of graduates 39947 420 (60)

Go to work 330 (36) 331 (38)

Go to graduate schools 18(4) 26 (4)

Go to undergraduate schools 5(2) 14(16)

Self-employed and others 46 ( 5) 49 (16)
Distribution by industries

Forestry and mining o{m [1XQ0)]

Construction 4(1) 2(0

Manufacturing I9(0) 61 (4)

Banks and other finaneial services 132 (12) 115(13)

Other services 114 (16) 117(16)

Schools and research institutions 5(2) 4(2)

Public services 31(3) 29(3)

Publie corporations S5(1) 3(0)

3.5 Scholarships .
Only a very limited number of undergraduate students receive scholarships from both the

Japan Scholarship Association (JSA) and private scholarship foundations. For example, only 31
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students applied to the JSA and 15 of them were awarded scholarships during the last five years
from FY. 1995 to EY. 1999. During the same five years, 35 students applied for private
scholarships and 25 were successful.

Thus, scholarships have not played a significant role for undergraduate students. The reason
for this scarcity of scholarship support may be that most undergraduate students come from
relatively rich families in Japan. They probably need no financial support from outside their
families. Does this mean that the scarcity of scholarship funds in itself does not matter in terms of
equalizing opportunity for tertiary education? The scarcity of scholarships may have discouraged
students of relatively poor families from entering the University of Tokyo, or other national

universities.

3.6 Education in Foreign Languages

English is quite important at the USE. Many teachers assign a lot of literature in English to
undergraduate students. Visiting professors from abroad teach their classes in English. For example,
the subjects of the Korean Economy and the Modern Russian Economy were taught in English in
FY. 1999. Since the number of professors and visiting professors from abroad is expected to
increase, the number of classes taught in English will substantially increase in the near future. The
Faculty of Economics for the first time decided to employ a foreign scholar as a tenured professor
in 2000.

3.7 Teachers’ Opinion on Education in the USE
We distributed a questionnaire to faculty members regarding education in the USE in
December 1999, The following is a summary of the results.

(1) Teaching in the CAS (Kyovo-gakubu)

The CAS teaches some subjects related to economics and business management. They
should constitute a basis for the more professional education in the USE in combination with those
of Technical Subject I, which are offered by the Faculty of Economics in the CAS. But most faculty
members are not completely satisfied with the current status of the economics education at the CAS,
and feel some changes are necessary. They think that the students are not well motivated to study
economics and business management in spite of their high intellectual potential. The major
proposals to resolve this problem are as follows:

{i) The Faculty of Economics should intensify communication with the CAS in order to
coordinate basic subjects related to economics and business management.

(i) The conditions required for students in Liberal Arts II (Bunka II-rui) to enroll in the USE,
must be more stringent in order to motivate the students to study hard.

(iti) The information about lectures and other related matters should be better disseminated to
students in the CAS.



(iv) Teaching assistants should be mere fully utilized to supplement the basic education in the
Technical Subject I.
) Mathematics should be compulsory for the CAS’s students who want to enroll in the USE.

(2) Education in the USE

Many teachers in the Faculty of Economics also think that there remains substantial room for
improvement in the USE’s education. First of all, the credit scoring should be more stringent to
motivate undergraduate students to study hard. Second, much wider opportunity should be given to
ambitious undergraduate students to learn advanced subjects. So, the USE should increase the
number of advanced lectures jointly offered to both graduate and undergraduate students.

Many faculty members think that the average size of USE’s class is too large. In order to
improve the quality of education, they think it necessary to decrease the number of classes that a
large number of students attend. Undergraduate students need to be motivated to actively
participate in discussions with their teachers and classmates in the course of teaching. Many
believe active in-depth discussion about economic and social problems will improve students’
understanding of economic theory, and promote their motivation for self-study. But effective class
discussion would require the size of classes to be relatively small. Teaching assistants would be

helpful in increasing the number of small-size classes in the USE.
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Chapter 4: Research and International Interchange Activities

Besides providing a high quality undergraduate and graduate education, the Facalty of
Economics considers the promotion of basic research at the various frontiers of economics and
business studies as its most important duties. We are enhancing international exchanges o
strengthen our research activities. Individual staff members are actively engaged in both specific
research programs and international academic discussions. They are also organizing some large-
scale research projects in which many scholars from outside the faculty are participating. The
Center of International Research on the Japanese Economy (CIRJE), which was founded in 1998 as
a subsidiary institute to the Faculty of Economics, is noticeable in its role of supporting most of
those research and international exchange activities. This chapter explains the current research

activities in the Faculty of Economics.

4.1 Large-scale Research Projects
Some large-scale research projects organized by the staff of the Faculty of Economics

include:

“Information Technology and the Market Economy” Project: The purpose of this program is
to stimulate academic research that could contribute to the future of Japanese society. It's a 5 year
project (from EY. 1998 to EY. 2002) being sponsored by the Japan Society for the Promotion of
Science (Nihon Gakujutsu Shinko-kai}. They have already contributed ¥145 million over the last 2
years (i.e., EY. 1998 and 99). This project, coordinated by Professor Akimichi Takemura, is
investigating how the diffusion of electronic technologies is expected to influence the market
economy, and what policies are necessary to make the development of electronic technology
consistent with the efficiency and stability of Japanese society. Tt consists of two sections. The first
section is analyzing the relation between the economic system and the diffusion of technology. The
second is analyzing the influence of the technology development on firms’ management structure.
Within these two divisions, there are ten sub-projects in which scholars from other universities as
well as our own are actively participating. (For information on research outcomes, see the project’s

home page (URL:http://www.e.u-tokyo.ac.jpfitme.)

NBER-Stanford Research Project: The Faculty of Economics has just completed a 3 year
joint-started research project with NBER (National Bureau of Economic Research) and Stanford

University on “System Design of the Market Economy and Its Econometric Assessment” {Chief
Organizer was Professor Masahiro Fujiwara-Okuno). This project received ¥23.2 million from the
JSPS and ¥2.6 million from others.

The CIRIJE is collaborating with the NBER in organizing the Japan chapter of the NBER.
This group meets twice a year focuses on the empirical study of the Japanese economy. Professor

Fumio Hayashi (CIRJE} has been active in the committee which organjzes these twice yearly



meetings. Most of the research papers presented at the meetings have been quite valuable. For
example, papers presented at the Japan Group Meeting in October 1998, which took up issues
regarding Japan’s economic slump during the 1990s, were accepted by Journal of International
Economics. The Faculty of Economics also sends young scholars to the NBER’s Summer Institute

which is well known for its stimulating discussions regarding academic research.

Collaboration with SITE of Stanford University: Some faculty members are organizing a

research group related to collaboration with SITE. The research focus is the comparative study of
institutions based on economics of information, organization, and incentives. We hope this research

collaboration will produce fruitful results in the future.

4.2 Interchange Programs with Foreign Universities
The Faculty of Economics has conducted a variety of interchange programs with foreign

universities including:

Japan-Italy research collaboration with Siena University: The theme of this 3 year joint

research (1996-1998) was the comparative study between Japanese and Italian economic systems.
Some faculty members co-authored papers with scholars in Siena based on intimate discussions.
Some of these were published in Economic Systems (Vol. 23, March 1999). In addition, a
conference volume of joint research between the University of Tokyo and Siena University has
now been published by Palgrave under the title of Comparing Economic Systems: Italy and Japan,
edited by Andrea Boltho, Alessandro Vercelli, and Hiroshi Yoshikawa). The Faculty of Economics

plans to continue the research collaborations with Siena University.

Exchange programs with foreign universities: The Faculty of Economics has exchange

programs with London School of Economics (LSE), Wharton School and Graduate School of
Economics in Pennsylvania University, and University of British Columbia. However, (hese
programs have not been fully exploited. Over the past 5 years we have only had 3 students
exchanges. So, in the future, we need to increase the number of student exchanges.

The exchange program with LSE, which was started in September 1988, also has a faculty
member exchange component. Almost every year, one member of the Faculty of Economics was
sent to LSE. At the same time, some LSE staff have visited the University of Tokyo to undertake
joint research or to exchange research information with the faculty members. We also note that the
CIRJE jointly organized an international meeting called the 6™ International Financial Markets
Conference held in June 1999 with Mitsui Life Financial Institute of the Michigan University.

4.3 Visiting Professors, Researchers, and Visitors from Abroad
The Faculty of Economics has invited a number of foreign scholars and students to enhance
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our international communication with foreign universities. Some scholars took the responsibility to
teach a few classes both in the undergraduate and graduate programs. Table 4.1 shows the number
of visiting scholars for the last five years.

Table 4.1: Visiting scholars

}_Fiscal year Visiting professor Visiting researchers | Visitors Total

1995 0 10 7 17
1996 1 5 13
1997 1 5 10 16
1998 1 12 5 18
1999 1 7 3 11

The Faculty of Economics accepts Ph.D. candidates, who are at foreign universities and want
to do their research at the University of Tokyo, as foreign visiting students (gaikokujin kenkyu-sei)
for one year. During the last five years, 48 foreign students were accepted by the Faculty of
Economics as foreign visiting students (Table 4.2).

Table 4.2: Foreign visiting students
Visiting at the government

expense Visiting at own expenses Total
1995 6 2 m
1996 5 2 7
1997 4 3 5
1998 9 5 "
1999 5 3 3

4.4 Official Trips to Foreign Countries

The faculty members quite often go abroad to participate in academic activities in foreign
countries. Thus, the number of official trips undertaken by faculty members can be used as a
barometer to measure the degree of international interchange activities. Table 4.3 summarizes the
faculty members’ official trips to foreign countries.

Some faculty members were dispatched under various programs of the Ministry of Education.
During the last five years from EY. 1995 to EY, 1999, 9 faculty members went abroad under the
financial support of the Ministry of Education’s programs. In addition, 17 faculty members were
dispatched under the JSPS’s programs including the research project “the Electronic Society and
the Market Economy.”

Table 4.3: Official trips to foreign countries

Fiscal year U.S. UK. France | China Haly Korea | Others | Total
1995 20 13 8 13 13 3 53 123
1996 36 11 3 10 13 5 38 121
1997 27 9 7 12 4 10 32 101
1998 31 12 13 9 7 56 135
1999 28 9 14 5 6 8 43 113
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4.5 Financial Support to Research Activities
The previous sections have explained recent research and intemational exchange activities
undertaken by the Faculty of Economics. These activities have been financially supported by a

number of sources.

The Ministry of Education’s research grants: Every year, the faculty members obtain more

than ¥50 million of the research grants from the Ministry of Education science research grants.
They submit specific research agenda, and are given grants through competitive examination by the
Ministry of Education. Tt is expected that the Faculty of Economics will have to be more active in
obtaining research grants on a competitive base than before. Table 4.4 shows the changes in the
total amount of research grants given by the Ministry of Education during the last five years.

Other sources of research grants: The Faculty of Economics has endeavored to obtain other

financial support for its research activities in addition to the Ministry of Education’s research
grants. The relative importance of these sources has been steadily increasing over the last five years

(Table 4.4) and will need to continue to increase in the future.

Table 4.4: Seience research grants and from the Ministry of Education and
other financial supports (¥ million)

Fiseal year 1595 1996 1997 1998 1999

From the Ministry of Education 41.9 50.8 85.9 78.2 54.4
From other sources 13.5 15.3 346 43.0 44.8
Total 55.4 66.1 120.5 121.2 99.2

4.6 Publication of Research Activities

Members of the Faculty of Economics have published a large number of research results via
various media. Table 4.5 summarizes the number of publications through respective media during
the last five years. Most faculty members have made efforts to publish results of their own research
activities. 21 faculty members published their papers in foreign journals. We believe that the efforis
of the Faculty of Economics are helping maintain the vitality of research activities in the various

frontiers of Economics and Business Management.

Table 4.5: Publication of the Faculty members’ research activities

Calendar year Monograph in Articles in Morflgiriaph n A;g:;? Snl " Refereed
¥ Japanese Japanese £n g articlos*
languages languages
1995 37 135 5 28 6
1996 26 93 5 28 10
1997 27 86 4 28 12
1998 33 81 4 26 7
1999%= 15 35 0] 22 13

(Notes) * Papers appeared in Econlit.
** From January to March, 1999,
{Source) Periodical Report of the Faculty of Economics, the University of Tokyo, VIII and IX, and Eeonlit.
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How are the research activities evaluated?: It is somewhat difficult to objectively evaluate

Faculty members’ research activities. One possible method is to measure the numbers of citations
of the Faculty members’ articles in the Social Science Citation Index (SSCI). According to the
SSCI, the total number of citations of the Faculty members® articles was 1,731 from 1991 to 1998.
Of those, 3 members were cited more than 100 times, and the number of the Faculty members
whose articles were cited more than 10 times was 21.

Who's Who in Economics (ed. by Mark Blaug) publishes biographical information about
those scholars who are selected according to the frequency of citation of their articles. The second
edition of this book (published in 1986) contains 10 economists located in Japan, of whom 5 were
the current and former member of our faculty, and the third edition (published in 1999) contains 9
economists living in Japan, of whom 5 are the current and former members of our faculty. These
figures suggest the important presence of the Faculty of Economics in Japan.

Activities in academic associations can also be used as a measure of the research activities of
our faculty. As of October 1998, 34 members of our faculty were in managerial committees of 56
academic associations. 8 were editors of - a total of 10 journals published in Japanese, and 7 were
editors of a total of 15 journals published in foreign languages. It is fair to say that the faculty
members have been very active in participating in academic activities both within and outside

Japan,

4.7 Center for International Research on the Japanese Economy (CIRJE)

CIRIE is at the core of research and international interchange activities of the Faculty of
Economics. The center has supported financiaily and administratively most of the important
research projects undertaken by the faculty members. The origin of the CIRJE is the Research
Institute for the Japanese Economy (RIDE: Nihon Sangyo Keizai Kenkyu Sisetsu) that was
established in 1963 as an affiliation to the Faculty of Economics. The RIJE greatly contributed to
enhancing Faculty members’ research activities. As has been explained in Chapter 1, the RUE was
expanded into the CIRIE in April 1998 as a consequence of restructuring of the Faculty of
Economics.

CIRIJE consists of three sections; (1) Section for Intermational Comparative Study, (2)
Section for Economic Data and Materials, and (3) Section for International Research Collaboration,
In particular, the Section for International Research Collaboration has the capacity to invite
scholars both from Japan and foreign countries. From April 1998 to July 2000, this section received
two Japanese and five foreign scholars as visiting professors.

In addition, CIRJE have an endowed section financially supported by Tokio Fire and Marine
Insurance (until September 2002). This endewed section has been used to accept visiting scholars
from both domestic universities and foreign countrics on a short-term basis, and to hold
international conferences where Japanese and foreign scholars participate in discussion of various
economic issues. The endowed section supported a total of eight scholars from abroad as short-
term visiting scholars up until July 2000.



The CIRJE organized the intemational conference on “Financial crises, Market economy, and
the Government — International Perspectives” in September 1998, in collaboration with Takatoshi
Ito (Hitotsubashi University), the Visiting Professor at the time. In September 1999, CIRJE
organized with the help of Toshiaki Tachibanaki (Kyoto University and the Visiting Professor at
CIRJE) another international conference on “Social Security Reform in Advanced Countries.” In
addition to these, CIRJE supported the International Financial Market Symposium by Mitsui Life
Financial Institute (Michigan University), The First CIRJE-TCER Macro Conference, and CIRJE-
NBER-TCER Japan Project Meeting in 1999. In 2000, five international conferences or meetings
are to be organized or supported by CIRJE. Thus, CIRJE has been extrerﬁely active in promoting
international research collaboration with foreign scholars,

CIRIE also assists in the everyday research activities of faculty members and is responsible
for editing CIRJE discussion papers. The discussion papers are disclosed in Center’s home page
and registered in RePEc (Research Papers in Economics). Detailed information regarding activities

by CIRIJE is accessible via its home page (URL:http://www.e.u-tokyo.ac. jp/cirje/i
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Chapter 5: Administration and Management of the Faculty of Economics

The Faculty of Economics is a department of the University of Tokyo. The Faculty of
Economics is required to observe the bylaws of the University of Tokyo and to participate in the
administration implemented by the University. At the same time, however, the Faculty of
Economics is given some autonomy to manage important aspects of its educational services and
research activities, It also has autonomy regarding the appointment and promotion of faculty
members. However, the Ministry of Education must formally acknowledge its decisions. With
respect to budgetary matters, the Faculty’s discretion is strictly limited. Its everyday expenses are
supported by a public subsidy that is annually determined by the government following a rigid set
of rules. The Faculty has no input-into the determination of the size of the public subsidy or its
distribution. This seriously limits the ability of the Faculty of Economics to administer its teaching
and research functions. This chapter looks at the management structure of the Faculty of

Economics and discusses some issues related to governance.

5.1 Management Structure of the Faculty of Economics
(a) Faculty mecting

The faculty meecting (kvoju kai), which is constituted by all faculty members from associate
professors to full professors, is the supreme decision-making organization in the Faculty of
Economics. All substantive issues related to the administration of teaching and research must be
discussed and approved at the faculty meeting. In particular, the faculty members must approve all
managerial decisions taken by the dean and his two councilors (Ayegi-in). All appointments by the
dean of chairpersons to facuity committees must be approved at the faculty meeting. Since all
faculty members have administrative responsibilities, they act both as administrators, and as
monitors of the Faculty’s activities. The faculty meeting is a direct democracy. All faculty
members are given the right to speak and, in principle, are given access to all relevant information.
This structure is an important coordinating device for decision-making. In addition, there is an
implicit agreement that all decisions be made by unanimous consent. Given this structure, reaching
final decisions can sometimes be a time-consuming task.

The Faculty of Economics consists of four Departments (senko): (1) Economic Theory and
Statistics, (2) Modern Economy, (3) Business and Industrial Organization, and (4) Economic
History, Some issues are discussed in the respective Departments before they are placed on the
agenda of the faculty meeting. In particular, issues related to personnel affairs are discussed first in
the relevant Department. Then the Department submits its decision to the Personnel Affairs
Commiittee {jinji iinkai). After discussing the case, the Personnel Affairs Committee place the
matter on the agenda of the faculty meeting.

(b) The authority and the responsibility of the executives

The dean and two councilors constitute the executive body of the Faculty of Economics.



They are responsible for managing all aspects of faculty administration, and are supported by
various faculty committees. The dean is responsible for planning the annual budget of the faculty,
serves as chairman of the faculty meeting and the personnel committee, and represents the Faculty
in its negotiation with other Faculties of the University of Tokyo as well as with the Ministry of
Education. The dean’s authority with respect to administration is supposed to be very broad.
However, in practice, it is very difficult for the dean to effectively implement this authority. This is
because the dean is totally overwhelmed with inundate time-consuming administrative tasks.

The councilors are responsible for long-term planning and strategy in the areas of education
and research. The current executive body suffers from a shortage of manpower and this prevents it

from properly fulfilling its responsibility.

(¢) Roles of the committees in the faculty

The dean appoints all members to the faculty executive committees. However, these
appointments must be approved by the faculty members at the faculty meeting. Each member of the
executive committees undertakes specific administrative tasks. The dean also appoints faculty
members to various university committees. The number of the university committees is more than
50, and the Faculty of Economics dispatches representatives to most of the committees. This is a
very heavy administrative burden for the faculty members.

In the Faculty of Economics, the Steering Committee (ur’ei iinkai) also plays a central role
in long-term planning. This committee consists of the chairpersoﬁs from important committees
such as the Registration Committee (kyomu iinkai). The dean submits various issues related to the
long-term plans of the Faculty of Economics to the Steering Committee. The committee also
reviews the dean’s proposed annual budget plan before it is placed on the agenda of the faculty

meeting.

Figure 5.1: Administration structure of the Faculty of Economics

Dean Faculty Meeting
Councils (hyogi-in) A

-

Personnel Affairs Committec

‘T\\

Steering Committee Departments
Registration Committee (1) Economic Theory and Statistics
Library Committee (2) Modem Economy
Computer Committee (3) Busincss and 1.O.,
Intemational Interchange Committee (4) Economic History
Education Supporting Committee
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5.2 Budget of the Faculty of Economics

The Faculty of Economics is overwhelmingly dependent on financial support from the
government. This support provides financial stability, but also imposes many constraints on the
actions of the Faculty of Economics. Both faculty members and support staff spend inordinate
amounts of time filing documents and doing administrative work that is mandated by government
regulations. Government regulations also impose constraints on purchasing that effectively prevent
the Faculty of Economics from purchasing items at the lowest available price. Finally, government
regulations impose strict rules on salaries. These regulations prevent the Faculty of Economics
from adjusting salaries to either attract new faculty or retain current faculty who receive ontside job
offers.

The expenses of the Faculty of Economics fall into four categories: (1) the operating
expenses for daily activities of the Faculty, which is called kohi in Japanese, (2) salaries for the
teaching and clerical staff, (3) the constructing expenses for either improving or expanding its
facilities, and (4) expenses for research activities.

(1) The government annually provides the Faculty of Economics with funds for operating
expenses (kohi), the amount of which is determined by a fixed formula based on the numbers of
students, and the size of teaching staff. This item is a large and stable source of funds for the
Faculty of Economics. However, there are many government regulation procedures that the Faculty
of Economics must abide by. For example, the Faculty of Economics has virtually no discretion in
how it allocates this source of funds among alternative expense categories. The government’s rigid
fiscal rules also do not allow the Faculty of Economics to carry over surplus into the next fiscal
year. Any surpluses must be returned to the national budget at the end of each fiscal year. Under the
present system there is no incentive to economize on operating funds provided by the government.

(2) Faculty members and staff are civil servants and their salaries are determined by years of
service and age. Under the civil servant pay scale there is no way to link salaries to performance.
This system makes it very difficult to enhance the quality of teaching and research. The Faculty of
Economics has no discretion to deviate from the national civil servant pay scale and offer salary
based incentives to attract and retain top notch scholars and effective teachers.

(3) If the Faculty wants to cither build a new facility or renovate its buildings, it files a
request for extra funding with the government. In order to get such a request approved the Faculty
of Economics must first negotiates with the university administration, and then with the Ministry of
Education. This is a time-consuming but very important task that is handled by the dean.

(4) In addition to the financial resources described above, faculty members can apply for
research grants from the Ministry of Education, the Japan Society for the Promotion of Sciences
(JSPS), and various other public and private foundations.

Table 5. 1 lists (1) the operating expenses (kohi), (2) the personnel expanses, and (4) the
three largest sources of research funds faculty members obtain. Since the budget for facilities
construction is determined in an ad hoc way, it is deleted from this table. This table shows that
personnel expenses make up more than two thirds of the Faculty’s annual budget, that is, the sum

of items (1), (2), and (4). The Faculty of Economics is an extremely labor-intensive organization.
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Table 5.1: Financial resources of the Faculty of Economics (¥1.0 million: %)

Fiscal year 1995 1996 1597 1998 1999

The operating expenses (kohi) 330.0 347.8 431.5 360.9 323.2
(26.1) (24.9) 27.3) (22.4) (21.8)

Personnel Expenses 879.1 979.6 1,015.1 1,044.1 991.8
(70.1) (70.1) (64.3) (64.3) (66.8)

Donations 135 15.3 34.6 43.0 44.8

(1.1) (1.1} (2.2) (2.7 (3.0

Research grants from the 41.9 50.8 86.5 78.2 54.4
Ministry of Education (3.3) (3.6) {5.5) (4.9) (3.1
Research grants from J.5.P.S. (%'.%) (?63) (13 'g) (8; 'g) (7;_'3)
Total 1,264.5 1,396.7 1,577.7 1,610.2 1,485.5
(100.0) (100.0) {100.0) (100.0) (100.0)

The annual budget increased by approximately 17% from ¥1,265 million in 1995 to ¥1,486
million in 1999. This increase in the budget is due primarily to two factors. First, the personnel
expenses have increased rather steadily at an annual growth rate of approximately 13%. Second,
the total amount of research funds (the category (4)) has increased during the last five years by
three times from ¥55 million to ¥171 million, In particular, the donations and the grants from the
JSPS rapidly increased. In spite of its recent sharp increase, the research funds are still
quantitatively small. However, they are likely to become more and more important qualitatively
because competition among scholars for the research funds is now thought to be an effective way to
stimulate research activities at the university level. This means that we will have to intensify our
endeavors to obtain financial support outside the university. How to secure stable financial

resources is an urgent problem for the Faculty of Economics.

Table 5.2: Compositions of uses of the operating expenses (kohf} (¥1.0 million)

Fiscal year 1995 1996 1997 1998 1559
Expenses related to library 92.5 100.9 94.4 95.8 97.1
Equipment and expendable supplies 52.7 40.1 109.5 44.9 424
‘Wages for temporary employment 72.2 73.5 81.8 96.9 89.8
Expenses related to computers 9.5 9.6 12.1 11.9 11.8
Expenses for light and fuel 25.1 30.9 322 279 323
Expenditure for supporting research 4.0 3.8 22 22 2.0
Special distributions 38.6 47.3 58.0 49.8 18.0
Others 314 327 31.3 31.5 29.8
Total 330.0 347.8 431.5 360.9 3232

The biggest component of the operating expenses is allocated to current expenditures on
everyday activities such as expenses for light and fuel, operating costs of the Faculty of Economics
library, and wages for part-time workers including teaching and research assistants. A small part of
the operating expenses is distributed to support the research activitics of faculty members. Table
5.2 shows the composition of operating expenses. This table shows that expenses for light and fuel
and wages for part-time workers have gradually increased their shares in operating expenses. In

particular, as the number of regular workers has been reduced due to administrative reforms in
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Japan, the Faculty of Economics has increased its dependency on part-time workers. We are
seriously concerned that the large inflexible part of the expenses will put increasing pressure on the

faculty budget in future years.

5.3 Personnel in the Faculty of Economics

Personnel affairs of the faculty members (i.e., the teaching staff) are formally separated from
those of the remaining staff. While the faculty meeting has autonomy in managing the former, the
laiter are determined by the employment system of the Ministry of Education. This section deals

with personnel affairs of the faculty members.

(a) Recruiting and promotion
Each Faculty in the University is given complete antonomy in recruiting their faculty

members. The Faculty of Economics believes that this autonomy is indispensable for maintaining
and enhancing the quality of both its educational and research functions. However, we recognize a
need to keep our recruiting system flexible so that it can quickly respond to the changing demands
and needs of society. The Faculty of Economics recruits faculty members under the following
principles:

(1) We should avoid the self-breeding, which tends to make the faculty too conservative, by
seeking able scholars from as wide of a base as is possible.

(2) We should recruit scholars from as wide a variety of fields as possible.

(3) We should evaluate candidates based on objective academic standards.
These principles have helped us to gather many first-class scholars. The Faculty of Economics is
proud of the high quality of its teaching staff and of its ample research achievements. Thus, these
principles regarding recruiting should be maintained in the future. In addition, we intend to
increase our efforts to attract high quality staff in emerging fields of economic study and in some
inter-disciplinary fields. We also intend to seriously consider the possibility of hiring non-tenured

faculty members as a way 0 make our recruiting system more flexible.

{(b) Promotion

An associate professor must submit an application for promotion with a thesis to the faculty
meeting when he or she wishes to be promoted to the level of professor. The faculty then appoints
an evaluation committee to cxamine the applicant’s thesis and other achievements. If the
committee concludes that the achievements are insufficient for promotion, his promotion is denied.

For the last decade, the Faculty of Economics has adopted the principle of not promoting
research associates (joshu) to tenured associate professors. Those who are employed by the Faculty
of Economics as research associates are required to find employment outside the Faculty after a
period of two or three years. All of the assistants have been successful in finding employment in

other universities or instjtutions.



(¢) Sabbatical

Every member of the Faculty of Economics receives one year’s sabbatical leave every seven
years. Although this system is informal, most faculty members have used it quite effectively.
During the sabbatical, one is supposed to be relieved from teaching obligations and administrative
duties. Almost all faculty members have used their sabbaticals to concentrate on their academic
researches. However, we recognize that this de facto sabbatical system is imperfect, because during
sabbaticals some are required to continue performing a subset of their regular teaching and
administrative obligations. This problem is partly due to a shortage of human resources in the
Faculty Econormics, and it is also related to the issue of how to promote and recruit teaching staff.
At the same time, a partial solution to this problem is to rely more on research associates to support
the teaching staff. If the Faculty of Economics could use research associates in the teaching of
undergraduate courses, it would not only benefit the research associates by giving them practical

training in teaching, but it would lighten teaching loads for the regular faculty members.
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Chapter 6: Concluding Remarks:
The Future Prospects of the Faculty of Economics

The Faculty of Economics has produced many talented persons for both government and
business. They are now bearing the responsibility for leading Japan’s society to more prosperity.
The Faculty of Economics has also trained many promising young scholars in various fields of
economics and business studies. Qur graduates play a central role in Japanese academia and they
will be responsible for the future development of economics and business studies in Japan. The
academic research conducted in the Faculty of Economics has also had a profound influenced on
govermnment policy. Thus, the Faculty of Economics has greatly contributed to improving economic
education and also the development of Japanese society as a whole. It is safe to say that the Faculty
of Economics has been successful in achieving the objectives the Japanese society has assigned to
it.

However, we do not want to bask in the glory of our past performance. Rather drastic
changes in the environment surrounding us are now pushing us to reconsidering the traditional
rules and policies that were until recently taken for granted as being correct.

For example, in 2000, the government announced a plan to reform the national universities
system. According to the plan, the national universities will be transformed into independent
administrative agencies (Dokuritsu Gyosei Hojin), which will be endowed with wider autonomy
regarding educational and budgetary matters than they are enjoying under the current system. In
return for the wider autonomy, the universitics will be required to be more accountable to the
public for their education and research activities than before. They will be forced to provide self-
assessments of their activities. At April 2000 the Ministry of Education established a public
institute whose specific role is to evaluate national universities’ performance in education and
research activities. This public institute will periodically monitor the national universities. It is
expected that the distribution of public subsidies to individual universities will be more or less
related to how the public institute evaluates their performance. In order to secure a sufficient
amount of financial resources, we need to demonstrate our objectives more explicitly, and to
document our performances in more visible ways than before.

The movement toward reforming the national university system reflects the fact that
Japanese people are not fully satisfied with the current performance of national universities. They
expect that the govemment’s reform plan will improve the quality of education and research in
universities, and will make them more competitive with top rated foreign universities. However
this movement is just an example of the many environment changes that are occurring in Japan.
The needs of Japanese society for education and research in universities have been changing
dramatically. For instance, in most Japanese companies, on-the-job-training use to play a key role
in maintaining long-term employment practices. However, as the long-term employment practice
has withered, Japanese companics have become less and less enthusiastic about providing in-house
education. This has created a need for some other agents to step in and provide advanced training

for employees. Many Japanese expect that universities will fill this need by providing more
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graduate level courses.

The structural changes that have occurred in Japan’s industry since the early 1990s have also
made the labor market more mobile. The number of employees who have chosen to change their
jobs or even careers is increasing rapidly. Some of them want to get more or new retraining by
attending graduate school in order to qualify themselves for other more lucrative jobs. Other
workers want to enter the graduate schools in order to pursue a new career in academija. These
changes in Japan’'s labor market have increased the demand for graduate level education services.

Japan’s universities need to alter their structures if they are to respond effectively to these
changes in the demand for education services. Some universities such as Hitotsubashi have already
introduced new MBA programs in their graduate school. Should the Faculty of Economics also
alter its system in order to respond to changes in society’s needs? If so, is it rational for us to
change our traditional policy of education, which we believe has accomplished its mission, by
increasing the relative importance of profession specific or other practical education in our
graduate courses?

We all believe that our fundamental duty is to maintain the highest standards of basic
research and of economics education. As has been stressed in this report, we are proud that the
Faculty of Economics has been one of the most successful research and educational institutions in
Japan. Thus, there is no need for the Faculty of Economics to abandon the GSE’s tradition of
educating students for academic careers. We believe that the Faculty of Economics should maintain
its current orientation toward education and research that have worked so well in the past.

However, as the frontier of economics has expanded and diversified, so to have the opinion
of the faculty members regarding how the graduate and undergraduate courses should be taught. On
the one hand, some faculty members emphasize the important role of the Faculty of Economics in
bringing up talented students for academia. These faculty members argue that the current size of
enrollment in the graduate program is too large. They want to reduce the number of students at the
first stage of the Master’s Program in order to concentrate their effort on training the most
promising students. On the other hand, other faculty members emphasize the need for developing
practical application for current theories of economics and business. These faculty members would
like to build a new program where the focus of education is on linking theory with practice.

In reality, the demand of Japan’s society for practical education in economics has been
increasing as Japan badly needs a coherent economic policy to overcome serious ecOnCmic
slowdown since the carly 1990s. The government is required to evaluate its economic policies
based on a method consistent with economic theory. The financial services industry is experiencing
rapid advances in the basic technology such as those related to the information technology. All of
these developments suggest that a graduate course that provides a systematic education in
economics and business theories, and that applies these theories to policy and practical issues
would greatly contribute to the Japanese society.

Some members of the Faculty of Economics think that we should respond to this demand for
the practical education. However, the introduction of a new graduate program with a focus on

practical training would require substantial restructuring of the Faculty of Economics.
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Our current challenge is to find a way to reconcile these different views held by our various
faculty members, and reach a compromise. We hope that we will be able to find a way to achieve

this compromise in the near future.
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