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Executive Summary

Research funding in Japan has recently undergone a major structural transformation. Persistent
cutbacks in stable institutional funding, coupled with the proliferation of competitive funding schemes,
have had complex effects on research and researchers in Japan. As signs of systemic fatigue can be seen
in the overall research funding landscape, funding reform has now emerged as a critical issue in Science,
Technology, and Innovation (STI) policy in Japan. Indeed, the nation’s Fifth Basic Plan for Science and
Technology, established in January 2016, emphasized the need for funding reform.

In November 2014, Japan Science and Technology Agency (JST)’s Center for Research and
Development Strategy (CRDS) published an interim report containing some policy options for funding
reform. Then, university reform and funding reform became big policy issues at the government level.
In June 2015, expert groups of the Ministry of Education, Culture, Sports, Science and Technology
issued reports delineating prospective reforms of competitive funding and stable institutional funding.

In the fiscal years 2014 and 2015, institutional environment for universities greatly changed in
Japan. Financial aggravation of national universities began to put intense pressure on Japan’s research
performance, while nation-wide reform of national universities moved into the implementation phase
and unique efforts on the part of those universities got underway. Thus, it has become essential to ask
what kind of efforts national universities should make to secure necessary financial resources, and what
kind of public funding schemes for research are needed for post-reform national universities.

This strategic proposal proposes the following policy measures, which are either directly or
indirectly concerned with reform of research funding. Some of them are already under implementation;
this strategic proposal intends to present a comprehensive menu of policy items in a balanced way,
discussing their current status and what will be required from now.
<Policy item 1> Promoting salary reform
<Policy item 2> Securing indirect costs
<Policy item 3> Systematic consolidation of various competitive funding schemes
<Policy item 4> Sharing and carrying out good practices to obtain more private sector funding
<Policy item 5> Reconsidering the roles and institutional arrangements of university hospitals
<Policy item 6> System reforms for the diversification and efficient use of university income
<Policy item 7> Strengthening performance-based portion of regular funding for national universities
<Policy item 8> Shift to funding schemes which sustainably support universities’ unique efforts
<Policy item 9> Securing a platform for dialogue needed for the design of funding schemes
<Policy item 10> Promoting construction and use of the evidence base

The Fifth Basic Plan for Science and Technology and the Third Mid-term Planning Period for
National Universities will start from the fiscal year 2016. Policy measures enumerated above should be
considered for implementation at the earliest possible time within these periods. Construction of an
optimum national framework for research funding should be pursued by overcoming inter-ministry and
inter-bureau barriers, taking into consideration both higher education and STI standpoints, in order to
ensure public accountability of research funding to the fullest extent possible.
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{F&% 3-6 OECD Global Science Forum [Z& T 55t

OECD Za— N\ Af = 27 4 —F A (GSF) TIEBE, MR 77T 0 7 0HVJ
BT 2 EBEMRR 2 £, SEOT7 7T 4 v THIEOBIRE REBRF L, Sy KT T
T4 AT 5, KFEEREIX., =2 —Y—F 2 FD Adan B. Jaffe & (Motu R& ¥ 2 L BORAF
ZEETR) . HARDOHEAREE CRDS L7 = v — KED Kei Koizumi K (CKHHEAT B FHATBOR
) ®© 34, XHRESCKEOHEIZETA2EROY—_A, EEYV—Ia vy T hhEETo
7292 T18» HAUNZHBRIZMEELZETLDDTE (LLFD Terms of Reference &),

OECD Global Science Forum
Terms of Reference for an activity on“Effective Operation of Competitive Funding Systems”

Background and rationale for this activity

Much public, NGO, and indeed some private science, funding, is distributed via competitive
mechanisms. These competitive mechanisms have been adopted to promote scientific excellence and
efficiency. They are associated in many countries with an overall shift from institutional core
funding to project funding. They have a number of common features: a call for proposals, a panel
assessment, peer review, scoring, award of funding for a limited time, and follow-up. Awards may be
to individuals or projects and can be of variable size and length.

Despite the growing prevalence of competitive funding schemes, they are not uncontroversial. The
OECD noted in 2011 —

There is debate about whether the increasing reliance on competitive project or
program funding at the expense of block grant and long term institutional funding has
pressured public sector research resulting in an emphasis on short-term, low-risk
projects and away from longer term fundamental research. (Issue Brief : Public Sector
Research Funding, OECD, 2011).

A small but growing body of empirical research suggests that some stages of assessment and
award processes are not efficient, or do not necessarily lead to more effective decisions, in
addition to potentially contributing to a trend towards conservatism in the decisions made. The
reliance of competitive systems on peer review relates to more general concerns about the
robustness and validity of peer review processes in assuring the quality of science. In response to
these concerns, some funders have adopted random, lottery, or other alternative determination
processes for awarding competitive funding.

There is also growing disquiet regarding the potential impact of a hyper-competitive funding
environment on the solidity and reliability of scientific results.

Competitive funding processes are also comparatively costly, both to awarding agencies and
research providers (the latter in time spent preparing applications). Achieving the optimal
balance of high-quality decision making and cost (given that resources expended on assessment
or preparation of applications could be redirected to the conduct of research) is of critical
importance in the design of research funding systems.

How research is funded shapes the overall functioning of national science systems. The direct
control that Governments and public research funding agencies have over the design and
operation of funding processes makes this an area highly amenable to investigation by the OECD.
Key policy questions include:

— What are the advantages and disadvantages of different modalities?

— What is the most appropriate competitive funding modality to use in a particular context?

— What are the advantages and disadvantages of different proposal review mechanisms?

— Are there alternative methodologies that can be implemented, and in which context?

JR0HE R R . oS I
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In sum, this is an area of science policy that is growing in importance, undergoing rapid change,
heavily amenable to intervention, and which is under comparatively little systematic scrutiny.
This project fits very well within the GSF strategic theme ‘Strengthening the Science Enterprise’.

Objectives and expected outcomes

The proposed project will focus on competitive research project funding schemes that work
through call for proposals mechanisms and have the scientific quality as the main (but not
unique) evaluation criteria. These schemes are most often administered by public research
funding agencies or NGOs. Institutional funding mechanisms and procurement exercises will not
be included.

The activity will have four main goals:

a. To develop a typology of competitive funding mechanisms and their component parts
(duration of the funding, individual vs project support etc.) and compile existing
published evidence on their relative effectiveness.

b. To describe the prevalence of these mechanisms within participating countries, and
consider whether contextual factors make different components of these mechanisms
more or less appropriate. Contextual factors include specific policy goals, the
characteristics of different national science systems, and the field or focus of the research
funding.

c. To gather and synthesise available qualitative and quantitative evidence on impacts for
different competitive systems, and consider whether such evidence lends itself to a
reliable international analysis (considering the available performance indicators). Impact
should be understood as including impact on the science funding system (cost
effectiveness, burden on the peer review system, etc.), impact on the quality/excellence
of the scientific output (bibliometrics etc.), and impact on the scientific system (human
resources and careers etc.).

d. To make policy recommendations (qualified by the availability and quality of evidence)
on the desirability of different competitive funding mechanisms, considering trade -offs
between administrative efficiency, transparency, quality of decision-making and
research, including unintended consequences or spill overs.

Proposed programme of work and timetable

1. An initial 6 months phase will include a literature review and analysis to generate a typology
of existing competitive funding mechanisms [New Zealand has conducted a preliminary
review which can be expanded with input from the Expert group and Secretariat.]

2. Asecond 6-9 month phase will consist in a country survey to gather data on the prevalence
of the various funding mechanisms and on the context in which they are being
implemented. This would also assess the use of quantitative and qualitative impact
indicators. The survey could be conducted either by a consultant or by a part time staff
member in New Zealand with oversight by the Expert Group.

3. An international workshop will be organised around June-July 2016 to review the survey
results and discuss potential policy recommendations.

4. Afinal report will be prepared for the end of 2016.

Organisation

The activity will be co-chaired by Prof. Adam Jaffe (http://www.motu.org.nz/about/people/adam_jaffe),
Director of the Motu Economic and Public Policy Research institute, Kei Koizumi, OSTP’s Assistant
Director for Federal R&D, and Prof Tateo Arimoto, Director of Science, Technology and Innovation
Policy Program at GRIPS.

A 30% position within the New Zealand Research Ministry will be provided to support the activity, in
coordination with the GSF Secretariat.
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