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Abstract of Doctoral Dissertation

SURNAME, Firstname : _ Matsubara Yumi

[Title]
Theoretical and Empirical Study on the Management of Facilities Covered by the Long-term
Care Insurance
— Focusing on Profit and Retained Earnings

[Abstract])
It is said that facilities covered by the long-term care insurance suffer from staff shortages
largely due to the fact that the wage standards are too low because of financial difficulty . To
address this issue, from 2009 to 2011, the Subsidy for Improving the Benefits of Nursing Care
Staff was granted by the government. Since 2012, this system has been replaced with additions
made to nursing care compensation. Meanwhile, social welfare service corporations that manage
facilities covered by long-term care insurance — in particular, Welfare facility for the elderly
requiring long-term care (the so-called “special nursing homes”) — have been criticized for
retaining too much earnings.

In such way, a substantial variation exists in the way people understand the management of
special nursing homes. This is due to the fact that a consensus is yet to be made on how to assess
their management, especially with respect to profit, as well as retained earnings, which reflect
the accumulation of profit.

Against this backdrop, this research sought to comprehend the ways the business is run at
facilities covered by long-term care insurance, with the focus on their profit and retained
earnings. The study avoided abstract discussions that prioritize the numbers alone, and took a
more specific method that investigates the calculation methods used in determining the amount
of required profit and required retained earnings. Based on these calculation methods, actual data
were used to empirically verify if the amount of retained earnings at special nursing homes
are too much or not.

In verifying the numbers, data were used that had been collected from questionnaires used in
“Research on the Management and Finances of Facilities Covered by Public Aid Providing
Long-term Care to the Elderly,” a study conducted through the 2012 Subsidy for the Promotion
of Elderly Health Care Businesses. The survey targeted 6,104 facilities throughout Japan
(excluding public facilities and those in operation for three years or less) in September 2012. The
valid collection rate was 41.3%.

NFU Graduate School of Social Well-Being and Development



Since the three types of facilities covered by the long-term care insurance (special nursing homes,
healthcare facilities for the elderly requiring long-time care, and sanatorium-type medical care
facilities for the elderly requiring long-term care) share many major features, this research

treated all of them as one category. However, this does not mean there are any differences

among them. Still, to steer clear of complications, this study focused on special nursing homes,
which are most representative. Moreover, by “management,” this research limits its
considerations to the financial aspects of the business.

In the introduction, the paper reviewed major previous research. Since the keywords related to
this study are “reproduction cost,” “required profit,” and “retained earnings,” papers and other
research outputs were chosen. The existing research on retained earnings can be categorized into
two types: that which argues that the retained earnings are excessive, and that which
recommends businesses to leverage retained earnings for wage increase and so forth on the
acknowledgement that they are indeed excessive. The following summarizes the major issues:

1. No specific calculation method to determine the reproduction cost is presented.
2. No specific calculation method to determine the required profit is presented.
3. No specific calculation method to determine the required retained earnings is presented.

Consequently, the following problems remain:

4. Even though retained earnings are said to be excessive, no barometer to determine whether
they are excessive is presented.

5. Even though recommendations are made to leverage retained earnings, the discussions do not
base themselves on the amount of the debit side of the balance sheet.

6. The exact amount of finances that could be leveraged is unclear.

These issues remain because previous research treated retained earnings from the standpoint of
accounting, which focuses on their scope — in other words, what should be included and
excluded in retained earnings. This approach falls short of understanding the issue of retained
earnings from the management’s perspective.

By taking the angle of the management, we must first begin by defining the significance of
retained earnings to businesses — their necessity, functions, and roles in their essence.
Ultimately, the issues raised from items 4 to 6 above have not been adequately addressed
because there is a lack of understanding of required profit and its source (reproduction cost). In
the end, it is an issue that ought to be investigated by understanding the way the management is
run — the very reason why this paper seeks to study management, especially in terms of profit.

NFU Graduate School of Social Well-Being and Development



Chapter One of Section One, in which the paper discusses the study’s theoretical research,
investigated the characteristics of special nursing home businesses by considering their three
aspects: finances, policies, and management. As a result, this research showed that special
nursing homes support the lives of the elderly who require nursing care; play a strong role in the
public and society; and are expected to provide services that are purchased based on necessity,
not solvency — the very reason why special nursing homes are businesses that are founded on a
mutual support framework backed by taxes and social insurance fees.

First and foremost, these businesses are expected to sustain a stable operation, not to expand
their scale or pursue higher profit. To this end, special nursing homes face the most important
management goal of procuring the funds to rebuild their facilities — i.e., the reproduction cost
— without difficulty. The paper therefore argued that there is a need for operators of special
nursing homes to hold steadfast to this management principle in running their businesses.

In Chapter Two, this research presented a specific calculation method to determine the
reproduction cost and the required profit.

Fundamentally speaking, the reproduction cost is covered by depreciation expenses. However, in
reality, these alone are insufficient. This research pointed out that there are portions in the
reproduction cost that cannot be covered by depreciation expenses alone. These comprise
insufficient cash flow (a gap) between loan repayments and depreciation expenses, and the
amount of increase (o) from the original construction cost (the construction cost of the existing
facility) and the construction cost of the next facility. Unless there are other financial means, the
study argued that only profit can defray the cost. This is required profit.

The profit that fixes the gap was theoretically presented. Looking at the present conditions,
according to the results of the questionnaire survey, 83.5% of respondents said that depreciation
expenses alone do not allow them to repay their loans.

Moreover, this research theoretically showed that the profit that covers a is necessary. In
addition, the study empirically proved that the construction cost per bed definitely increases by
the time of the next construction. For example, according to the aforementioned questionnaire
survey, a facility built in 1970 cost 5.22million yen per bed. However, when the business
rebuilds its facility 39 years later in 2009, it cost 11.46 million yen per bed. Indeed, the
construction cost has doubled.

Given these data, to cover the reproduction cost, a business must secure an amount to cover the

gap and a as required profit, in addition to depreciation expenses.

In Chapter Three, the theoretical aspect of this research presented a method to calculate retained

earnings based on the amount of the debit side of the balance sheet.
NFU Graduate School of Social Well-Being and Development



The paper clarified that the function and role of retained earnings are to act as reserved assets
(assets to address risks). Treating retained earnings as such means that they are assets. Therefore,
they should be covered by the assets of the debit side of the balance sheet. Moreover, if they are
reserved assets, they are yet to be invested as assets to be used for business operation. Thus, they
take the form of cash. However, in reality, they are possessed as cashable assets, such as deposits,
loans, and securities so as to optimize them.

This research defined retained earnings (actual retained earnings) as items having the properties
of reserve assets among cashable assets that reflect the cumulative amount of internal funds and
which are listed as assets in the debit side of the balance sheet. The study then conducted a trial
calculation of the required retained earnings out of the required profit, which reflects the
cumulative amount. The result was used as a barometer to judge the amount of retained earnings
using specific data for the first time.

In Chapter Four of Section Two, the empirical portion of the study, this paper presented a model
calculation to determine the required and actual retained earnings at each facility, compared
them, and determined the amount. The results showed that 52.5% of the facilities did not have
the required retained earnings, while 14.6% met the requirement, and 32.8% have accumulated
retained earnings at the required level or above. As the average amount of retained earnings at
special nursing homes is 310 million yen, some have criticized the fact that the businesses retain
too much. However, only about half of the amount is allocated as actual retained earnings that
could be actually used as reserve assets. Moreover, among the facilities reviewed in this research,
around half did not maintain the required retained earnings.

Based on an attribute analysis of the responding facilities and the statistical method of
Kruskal-Wallis, no strong relationships were established between the amount of the actual
retained earnings and the degree to which the facilities give back to society and staff
compensation (e.g., lack of actions taken to reduce the amount of coverage by low-income users,
or reduction of personnel expenses). In other words, facilities which are suspected of retaining
excessive retained earnings report such amount not because they intentionally cut personnel
expenses or run an unfair management, but because many facilities just happen to retain them.

Finally, the significance of this study is as follows, as summarized and presented in the last
chapter.

1. This study clarified the problems regarding the reproduction cost, required profit, and retained

earnings in previous research, and discerned the most important management issues in running
special nursing homes by considering their characteristics.

NFU Graduate School of Social Well-Being and Development



2. This study also made a breakthrough by presenting a specific calculation method to determine
the reproduction cost, required profit, and required retained earnings.

3.In addition, this study defined retained earnings in relation to the reserve assets that actually
listed in the debit side of the balance sheet.

4. Finally, this research is the first to assess the amount of retained earnings of special nursing
homes using a set of standards.

The limits of this research include the fact that its calculation methods for determining the
required profit and required retained earnings — ones that were presented from a technical
standpoint — cannot be applied to for-profit corporations in general industry, which are allowed
to pursue limitless profit. This is because this study focuses on not-for —profit businesses for
which the permissible limit to the amount of profit reported likely applies from a social
standpoint. While special nursing homes, which experience very small changes, can establish the
calculation basis (the reproduction cost) for determining the required profit, for-profit
corporations in general industry are allowed to pursue limitless profit, require profit growth, and
are exposed to a variety of risks. As such, it is difficult to determine the items to use to calculate
the required profit at for-profit corporations.

Nonetheless, studies that focus on for-profit corporations should also shed light on the debit side
of the balance sheet in arguing for the use of retained earnings. From the view point of excessive
retained earnings, the author believes that efforts must be made in some way to clarify the
theoretical and empirical grounds of the required profit and required retained earnings, which
provide the barometer of judgment. Going forward, these issues ought to be addressed further in
future research.

Since retained earnings are shown on the balance sheet, and their amount differs according to the

financing method, this research requires financial analysis. Therefore, a basic method for
financial analysis was presented in the addendum.

NFU Graduate School of Social Well-Being and Development
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2008 45 58. 6 17.4 240 43 1.6] 45 4.2 3.0 58.8] 45 1,347
2009 33 65. 12.6 21. 35 3.2] 36 6.0 3.0 57.8] 33[ 1,146
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FR{E : 3,293 FH

1 R&E-YEERNEBR
TR : 1,662

Tyl - 1,911 FH
Rl : 1,362 FH

(N = 1,662)
(Ya—hrZETFEHTFER 82AN)
FHE R
(F) (F)

I RBEE
1. BeHES 130, 971, 356 87,822,977
2. HHEE% 3,929, 402 0
3. ®l% 60, 916, 462 54,851, 538
4. WEHES RS 5, 670, 406 0
5. RHEHNRMS 226, 264 0
6. TOMORIMEE 6, 650, 442 636,072
RBE R 208,364,332] 159,502, 857

I BAEEE
1. EXBE 638,321,580 569, 026, 469
36N 511,114,485| 469, 489, 323
2. ZOMOBEEEE 131,589, 272 79,181, 968
5 5 R AHML % 6, 634, 902 0
ShRFRASRARME 3,782,782 0
> BTHHAIRIES 6, 155, 803 0
5 bRATRRMENRNRIEE 1,879,229 0
55 ZDMOELHES 45, 899, 621 399, 035
ExgEst 769,910,852| 679, 745, 385
BEOHAH 978,275, 184] 872,209,907

o RBaE
1. EMEEESEAS 1,584, 360 0
2. ®ib% 21,541,000 14,111,508
3. MREHERLE 597, 260 0
4. SEFRSEAE 4,220, 533 0
5. SHEIMEAE 532, 449 0
6. Bl%ug 2,752, 152 0
7. ZOMOKHAS 6, 752, 538 2,028, 236
RBAME 37, 980, 382 20,577, 859

Vv EE&fFE
1. BEEREAR 152, 724, 002 65, 975, 168
2. EMEEESHEAS 6,023,003 0
3. EHRSRAEAS 2,179, 460 0
4. BE#E535S 11,534, 639 7,802, 690
5. B#3ILe 410, 267 0
6. A#3I%LS 105, 702 0
7. TOMO3IAS 695, 337 0
8. TOMOEEAME 2,134, 655 0
B Q& 175, 807, 155 84, 604, 421
aEOHEE 213,787,537] 113,565, 150

Vv MEE

1. X% 147,637, 407 97, 940, 709
548852 3,052, 896 0
2. EERNSEHRAITELIS 306,172,732 244,978, 662
3. ZOMOBELIE 59, 888, 508 6, 450, 675
4. REBHEHIREZE 250,789,000 194, 046, 806
MAEOWAE 764,487, 647| 668, 746, 766
BERUMEEOBAT 978,275, 184] 872,209,907
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I RBEE
1. REES 141, 628, 260 97, 968, 937
2. HiWiEsH 4, 409, 243 0
3. Kin& 61, 454, 696 55, 736, 155
4. HEHRNEGE 6,228, 161 0
5. KFHRH/NERNE 265, 514 0
6. TOMDREEE 6,347, 655 630, 797
TRENEEET 220, 333, 527 168, 205, 641
I BEEEE
1. EKRBE 653, 065, 915 579, 402, 993
SHEY 523, 050, 986 477,763, 413
2. TOMOBEEEE 139, 244, 709 83, 618, 364
S HEERMIES 7,534, 631 0
SHihEHRSRASE NS 4,122,993
S HBITEFRIENTES 6,374, 395
S5 L BTHRIEENFANIELTES 2,020, 883 0
SELZTDMDIEILTES 52, 004, 031 4,242,572
& & & FE &t 792, 310, 624 696, 960, 926
BEDEEET 1,012, 644, 151 898, 392, 751
I #REhaE
1. BEHEEEEHEAS 1,687, 046 0
2. kL& 20, 812, 957 14, 203, 582
3. EEREREERLS 175, 592 0
4. HEFESEAS 4,715, 848 0
5. RHEMNMEAS 601, 449 0
6. 3l4% 2,763, 890 0
7. TOMOREEE 6,025, 403 2,047,171
TRENAMEE 36, 782, 185 20, 339, 761
NV EE&E
1. BRirEEEAL 158, 550, 312 71, 868, 621
2. REEEEREBAS 5, 888, 065 0
3. EHRSEHEAS 1,513, 358 0
4. EB#HESILE 11, 461, 792 7,364, 868
5. {E#5I4% 409, 875 0
6. ANfES LS 100, 409
7. FTOMO5ILE 716,135
8. ZTOOEEERE 2,502,677 0
=t 181, 142, 623 87,581, 275
BEOEHE 217,924, 808 115, 983, 891
V  fEE
1. EXE 145, 830, 759 97, 348, 096
5645 EKE 3,700, 354 0
2. EEWHBIESEHIEILIS 316, 483, 090 253,091, 053
3. ZTODIEILE 67, 231, 051 10, 000, 000
4. REAEBUTBNINZ EEE 265,174, 443 211, 959, 790
MEEDEEE 794,719, 343 697, 502, 536
BERVMEEDEEE 1,012, 644, 151 898, 392, 751
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7. HiWRES:

EIE2¥- E44E

(HEE%) (FH)
EE - th A ES 1,611 1,088
& 1,611 494
#R - REEFESE 1, 604 705
&Et 1,603 2,307

1. BEEAMRES

EIE2¥- E44E

(FEE%) (FH)
EE - th A ES 1,599 2,930
#1E 1,597 1,313
#R - REEFESE 1,608 1,442
it 1,611 5,687

9) HMBME#HIZONT
# 30 K BREHOTEARN

EIE2¥- 2&

(HEE%) (%)
BHEDH 1,428 56. 8
tOY—ERXRSDEEST 980 39.0
#E % 107 4.3
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(A (A)
1 AEEABLEROEEE 2,434 0.99 0.02
2 hEEELNEEE 2,434 0.02 0.00
3 TOMNERRFLOEEE 2,434 0.10 0.00
4 EEH 2,434 1.90 0.43
5 ABEHE 2,434 1.76 0.49
6 NHEBE 2,434 24.94 8.54
7 3bNEEiE 2,434 16.28 2.07
8 E¥gAt 2,434 0.08 0.03
o fEEMUET 2,434 0.07 0.01
10 SEEEt 2,434 0.01 0.00
11 REEMEE - HAEY v — SHEEM 2,434 0.13 0.02
12 HEAHE 2,434 1.77 0.04
13 S>bufiEitt 2,434 0.57 0.01
14 EAAEEMEHRE 2,434 0. 00 0.00
15 HET 2,434 1.18 0.05
16 SHEERRT 2,434 0.89 0.03
17 #HES 2,434 1.43 1.06
18 EHME 2,434 2.37 0. 41
19 Zoft 2,434 0.85 1.63
20 NEXEHME (FE) 2,434 1.57 0.08
& & 2, 434 32.07 10.00

A . JRIEE
B % @%ﬁ MEAE
(M E%) (N)

TENEER CEEEMZEL) 2,434 0.07
TE DI &R B 2,434 0.29
5 bIREDN BT 2,434 0. 05

a &t 2,434 0.30
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NEEENEILEROEEE 2, 264 584, 324 - -
EHMA 2, 364 318, 494 47.4 3
5> 6 EEE 2,077 334, 546 - -

5 5B 1,913 301, 409 - -
A 2, 364 262, 447 3.3 1
3 b NEEILE 2,280 273, 549 34.8 N
BERET 194 334, 501 - -
fERET 163 322,101 - -
SEENL 17 306, 795 - -
REEEG - HAER v — VHEEM 270 301, 137 - -
EEHA 2,329 328,529 - -
> bitsELt 997 325, 401 - -
BILAAEPIEHA 3 314,531 - -
RE®ET 2,206 286, 056 - -
>bEEREL 1,857 291, 648 - -
BER 909 239, 642 - -
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FERBE
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5 b B 963 275, 024 - -

5 % # B HAT 988 232, 310 - -
NHEBA 2,121 189, 459 42.9 3.9
> bREELT 1,622 192,007 40. 4 8
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fEEFET % 394, 432 - -
SEENT 15 288, 166 - -
RERE - HAER v — SIREMR 74 364, 631 - -
EFAHA 99 230, 054 - -
>bisELt 21 205, 302 - -

AL REEMEHE 0 - - -
e 128 203, 859 - -
>bEmREEL 80 208, 886 - -
BER 807 160, 627 - -
SHHA 830 186, 248 - -
Z ot 1,515 179, 654 - -
NEXEFFA (F9) 161 236, 308 - -
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10) ZDih
# 33 R WMEHERONIFRN
EER | e
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|EE 65 2.6
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*34 W WB
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RmEE 34 1.4
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