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Some Operational Issues in Designated Manager’s System:
Importance of Accounting Explanation

Norio Kato and Nobuyuki MocHIZUKI

Designated manager’s system is an approach to meet multiple needs of local people and to
reduce wasted cost. Local government and private enterprise need to cooperate in this sys-
tem. But this system has some problems because both have different purposes and direc-
tions.

To get on profitability and to get on publicness are different to coexist. It causes damage
for designated manager pursuing publicness to walk over profitability. Therefore, it becomes
negative effect for this system; business cannot be continued due to lack of funds, or no busi-
ness company apply to an appointment of designated manager. As a result, promotion of pub-
lic welfare, which is the purpose of the designated management facility, cannot be achieved.

In this paper, we focused on the problem of facility aging and shortage of information provi-
sion. It is important for designated manager that local government provides necessary infor-
mation to applicants and to grasp the financial strength of applicants. For that purpose, local
government should positively discuss to use accounting approach such as accrual principle
and cash flow statement. It will lead to the realization of management pursuing effectiveness
and efficiency like private enterprises while maintaining certain publicness and fairness.

Key Words : designated manager’s system, facility aging, shortage of information
provision, accounting explanation, cooperation between local government
and private enterprise
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