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Research on the Changes and Trends of the
Accounting System for School Corporations
and Capital Funds
—Exploring the Essence Through Trends of Changes in
the System—

Hideaki Adachi

Abstract

Today, in general corporate accounting, research activities are being promoted from various
perspectives. In comparison, research on the accounting of non-profit businesses is not so popular.
It is a research topic that has relatively much room for future research. However, it seems that
interest has been growing recently in the accounting of non-profit businesses. In particular, school
corporation accounting has become an important research topic in the accounting of non-profit
businesses. In this paper, therefore, we first outline school corporation accounting, which has a broad
public nature, from a historical perspective, and then conduct a financial analysis using actual school
corporations and two private university corporations as representative examples. In addition, in 1971,
national treasury subsidies for school corporations were established and the accounting standards for
school corporations were implemented. The three main characteristics are the “capital fund system,”
“balanced income and expenditure,” and “budget system.” Therefore, we compared the unique
calculation process of school corporation accounting with corporate accounting. Unlike private
companies, the income of school corporation accounting is calculated by deducting the portion
used for the acquisition of fixed assets and other funds from attributable income and incorporating
them into capital funds, with the goal of balancing the income and expenditure of the entire school
corporation. In addition, the budget system states that “specific plans for the activities of the school
corporation are made and rational activities throughout the school corporation are essential for the

school corporation to carry out rational activities throughout the entire school corporation,” and
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the budget amount and the final amount are compared and recorded for each item of income and
expenditure in the income and expenditure statement (Articles 9 and 18) . We confirmed these
characteristics, and also considered the capital funds of school corporation accounting at the time of
dissolution of the school corporation, especially the problems and characteristics of capital funds of
type 2, and the problems of depreciation, which is a characteristic of type 1 capital funds. However,
nearly 50 years have passed, and the above standards have been widely established as the unified
accounting standards for school corporations for a long time. However, the 2013 amendments have
significantly changed the social environment surrounding private universities, and school corporations
are now being asked to look back on their previous expansionist approach and to improve the quality
of education and even reduce their size. These changes have led to criticism and challenges for the
capital fund (system) , as the previous accounting documents have been changed from “Consumption
Income Statements” to “Operating Activity Income Statements,” which not only change the name but
also show income and expenditure before and after the incorporation of the capital fund. In addition,
the 2015 amendments require school corporations to more reliably fulfill their accountability,
which has been more clearly required in the breakdown of financial statements prepared by school
corporations following the 2013 amendments. From the above, we have confirmed the criticism
of the capital fund (system) and future challenges and areas for improvement. Furthermore,
this paper reviews the history from the implementation of the School Corporation Accounting
Standards to the current revisions, covers the definition and accounting essence of capital funds,
which are a characteristic of school corporation accounting, and also clarifies the problems. It also
reaffirms the public nature of school corporation accounting, confirms the characteristics of school
corporation accounting by comparing it with other non-institutional accounting and the accounting
of corporations established by corporations, and further considers the state of school corporation

accounting after the revisions, focusing on capital funds.

Keywords: capital funds system, school corporation accounting, balanced income and
expenditure, budget system, non-institutional accounting, the accounting of
corporations established by corporations
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