SPECIAL REPORT

Leading by example:

local government in Japan

adopts 1SO 14000 and 1SO 9000,
funds SME implementation

Drawing on recent surveys of local government in Japan, author Kazuhiko Mizuno,
President of the Japan Quality Assurance Institute, reports on the rapid adoption of 150
14000, and subsequently 1SO 9000, by government entities eager to bring about fiscal and
organizational reforms in the wake of the bursting of the “bubble economy”, and their
willingness to help support similarly rapid implementation of the 1SO management
systems in the small to medium enterprise sector.

I SO 9000 and 1SO 14001 certi-

fication in Japan started
mainly with large companies in the
manufacturing sector, followed by
smaller manufacturers and the service
industry. Local government authori-
ties took various steps to encourage
the small and medium enterprises
(SME’s) to do likewise, rather than
pursue certification
of their own organi-
zations.

However, with ris-
ing global environ-
mental awareness, and
inspired particularly
by the UNFCCC
COP 3 conference in
Kyoto, local govern-
ments and businesses
began to implement
ISO 14001-based envi-
ronmental manage-
ment systems (EMS). Barely a year
after the publication of 1SO 14001 in
1997, one Japanese local government
had already achieved the first public
entity certification. By the end of
2001, some 300 had achieved certifi-
cation. The latest JABY statistics

Barely a year after
publication of 150 14001
in 1997, one Japanese
local government
had already achieved
the first public
entity certification

reveal that the public administration
sector now accounts for 3,2 % of all
ISO 14001 certifications.

In the case of ISO 9000-based
guality management systems (QMS),
local government authorities play a
supportive role in helping SME’s
gain certification, although it was
not until 1997, ten years after the
standards were pub-
lished, that they
started showing
interest themselves.
Their response to
ISO 9000 has been
much slower than to
ISO 14000. Smaller
towns in remote
areas led the way,
followed by mid-
sized industrialized
cities. Some 20 local
governments have
since achieved certification — all in
remote cities and small towns or
villages.

Recently, local governments
have shown increasing interest in
ISO 9000 as evidenced by the num-
ber of people attending seminars,
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Figure 1 - The flow of events
which saw Japanese local
government authorities
embarking on 1S0 9000 and
1SO 14001 certification.
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and mid- to large-sized cities have
begun to consider introducing the
QMS.

Unlike 1SO 14000, I1SO 9000
began to interest local governments
mainly as a means of responding to
the fiscal crisis caused by the burst-
ing of the so-called “bubble econo-
my”. While demand for administra-
tive fiscal reforms has grown, there is
also enhanced awareness that gov-
ernment work is a service for citi-
zens. The rising interest in 1SO 9000
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is also driven by recommendations
from local businesses that have
earned certification. These factors
have made local governments aware
of the need to improve customer sat-
isfaction (CS), one of the main com-
ponents of 1SO 9001:2000.

Figure 1 illustrates the flow of
events that have led to local govern-
ment authorities in Japan taking up
ISO 9000 and 1SO 14000.

Certified local governments by type

There are 3 301 local government
authorities in Japan, divided into 47
prefectures, comprising 12 cities des-
ignated by cabinet order (which are
accorded almost the same rights and
privileges as prefectures), 659 cities,
23 special wards (comprising the
Tokyo metropolis), 1987 towns, and
573 villages (see Table 1 opposite.)



Table 1 - Number and percenta%e of
IS0 9000/14001 certified local
governments by administrative type.
(Figures in parentheses show those
local governments certified to

1S0 9001:2000).

I would like to describe the cur-
rent status of ISO 9000 and ISO
14001 certifications among Japanese
public entities in terms of population
size as well as the administrative
classification described above.

Prefectures range widely in pop-
ulation from Tokyo, with more than
12 million residents, to those with
less than one million inhabitants. The
12 cities designated by cabinet order
have, by and large, populations of
over one million people. Each pre-
fecture has 10 to 40 cities, and range
from around 10 thousand to over one
million people. “Towns and villages”
average some 40 thousand people.
Mergers between local governments
are expected in the next two to three
years.

By the end of 2001,
some 300 Japanese local
governments had achieved
ISO 14001 certification

Local governments of more than
half of the prefectures and cabinet-
order designated cities have already
been 1SO 14001-certified. One hun-
dred and seven cities (16 %) and 50
towns and villages (3 %), nearly 100
remotely located offices, and water
supply, transportation, public health
and welfare corporations are also
ISO 14001 certified.

However, only 20 local govern-
ments have earned I1SO 9000 certifi-
cation, none of which are prefectures
or cabinet order designated cities.
Cities, towns and villages outnumber
larger entities, except Mie Prefecture
in Central Japan, with six certifica-
tions (earned by affiliated organiza-
tions, rather than the head office).
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Table 2 - Number and
percentage of IS0 9000,/14001
certified local governments
authorities by population size.
(including Cabinet order-
designated cities).

Population: per 1000 people.

Refer to Table 1 and Table 2 for
the details of certifications by type of
administration, and status of local
government certifications by popula-
tion size.

ISO 14001 is more popular than
1SO 9000, with eight out of the lead-
ing 22 cities already certified. Some
40% of large cities with 300 to 500
thousand inhabitants, up to 26 % of
mid-sized cities with 200 to 300 thou-
sand people, and up to 21% of those
between 100 to 200 thousand popula-
tion have been certified. While
administrations with smaller popula-
tions are less likely to be certified
than larger ones, the absolute num-
ber of certifications is higher in the
smaller cities.
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Although premature to discuss
the relationship between population
size and ISO 9000 certification, it
seems that smaller local government
authorities are leading the way. The
speed at which the heads of govern-
ments or organizations make deci-
sions appears to influence 1SO 9000
implementation.

Objectives of 1S0 9000
implementation

I have drawn information from
local government Web sites and
JQAI to assess the objectives for
implementing 1SO 9000.

Examples:

A is a mid-sized city that was first
to apply I1SO 9000 to an entire city
government, to achieve:

e better service for citizens

e more transparent management of
the city

e lower service costs through more
efficient operation

e more robust information manage-
ment system

e an invigorated organization.

The public administration
sector now accounts
for 3,2 % of all
ISO 14001 certifications

B is a mid-sized industrialized city
where the mayor, originally from the
private sector, took the initiative to
certify only those government sec-
tions having frequent contact with
the public, in order to:

e use ISO 9000 as a tool to promote
reforms and review new plans

e advance beyond a mode of opera-
tion based on experience and rule
of thumb

e define existing ambiguous work
procedures more clearly.



C is a newly developed city with
housing estates where initiatives
from local assembly members trig-
gered authority-wide 1SO 9001:2000
implementation to:

e shift emphasis from planning to
deliverables

e use ISO 9000 to review the way
the city is managed and make it
more citizen-focused

e establish the efficiency-first prin-
ciple to achieve objectives.

1SO 9000 began
to interest local governments
mainly as a means
of responding to
the fiscal crisis
caused by the bursting
of the ‘bubble economy’

D is a certified town that could
possibly merge with neighbouring
certified local governments. Objective
was to:

e increase public satisfaction

e make administrative work more
efficient through government
reforms

e establish an information access
system to make administrative
service more transparent

e gain public confidence by allow-
ing greater public participation in
local government

e change mindsets in preparation
for merger with other local gov-
ernments

e introduce external audits to
enable a system that ensures fair-
ness and continual improvement.

E is a city of over 100 000 popula-
tion on an island in the Seto Inland
Sea, which implemented ISO
9000:1994 across the entire munici-
pal government in order to promote
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Figure 2 - Totals of 150 9000 and
ISO 14001-certified local government
authorities by type.
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Figure 3 - Totals of 1S0 9000
and 150 14001-certified local
government authorities by
population size.
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There is also enhanced
awareness that

government work
is a service for citizens
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citizen-friendly reforms in replace-
ment of traditional “administration-
friendly” organizational reforms.

F is a large metropolitan city that
has applied 1SO 9000 exclusively to
its information system to achieve:

e more reliable provision of servic-
es for citizens

o faster response to citizens’ requests

e better protection of data includ-
ing personal information

e reduction in administrative costs
through more streamlined opera-
tion

e (greater staff awareness.

G is the nation’s largest village
and became the first local govern-
ment authority in Japan to introduce
both ISO 14000 and 1SO 9000 to:

e ensure a level of administrative
service that gives top priority to
public needs

e more clearly define responsibili-
ties and authorities for each task
to speed up handling

e become more responsive to citi-
zens’ needs.

Benefits of 150 9000
implementation

The following qualitative and psy-
chological benefits have been identi-
fied:

e the QMS sets the stage for chang-
ing employee attitudes

e it provides tools to help staff
change their approach to work

e work procedures have become
clearer and more specific

e services provided to citizens on a
face-to-face basis have improved

e staff are no longer inhibited from
trying newer and better ways

e they now have a system in place
to address problems

e they have formed the habit of
considering “the need” and “the
priority”.
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ISO 9000 implementation has con-
tributed to the following improve-
ments in government services:

e third-party assessment is benefi-
cial as an administrative assess-
ment

e efforts for higher efficiency are
linked to those for administrative
assessment

e more streamlined administration
following local government merg-
ers

e the QMS has facilitated valida-

tion of new projects being
planned
e identification of “necessary

resources” helps to identify “nec-
essary human resources” making
reform of the personnel system
more acceptable

e clearly identified “needs” and
“priorities” make senior manage-
ment more aware of costs and the
need to reduce redundant invest-
ments.

When asked if 1ISO 9000 “is help-
ful in improving local government
management”, 80 % of local govern-
ment managers agreed. So far, most
of those questioned have been posi-
tive about ISO 9000 implementation.
Nonetheless, it might be still too
early to judge since the number of
systems in place is still limited and
they have not long been in operation.

Challenges in service assessment
and the role of 150 9000/14000

Many of Japan’s local governmen-
ts have started to have their per-
formance assessed because of the
need to implement fiscal and admin-
istrative reform plans. But there are
issues to be resolved. Should they
subcontract or privatize various
types of government-run businesses
(water supply, gas, hospitals, and
other facilities) to turn fiscal deficits
into surpluses? Should they intro-
duce competition and market mecha-
nisms, improve public satisfaction



with government services, and
achieve higher efficiency of office
work?

In late 2001, JQAI sent a ques-
tionnaire to local governments of
prefectures, cities, and special wards
in Tokyo. One question asked what
challenges they were facing in serv-
ice assessment. Respondents were
allowed multiple choices. Figure 4
shows the six highest ranked chal-
lenges.

Over half of the respondents
(55 %) saw the establishment of pre-
and post-improvement assessment as
the greatest challenge, and were
aware that their systems were not
effective in identifying citizens’
needs and in following up on satis-
faction survey results.

The second most frequent
answers indicated lack of across-
the-board participation and low
awareness of staffers in charge, sug-
gesting a resistance to change from
traditional thinking. When you com-
bine these results with the expected
roles of 1SO 9000 and ISO 14000
management systems, as shown in
Figure 5, you will find ISO 9000
highly relevant and 1SO 14000 with
some relevance beyond improving
citizen (customer) satisfaction.

Local government reform and the
development of New Public Ma-
nagement (NPM) is a hot topic in
Japan at the moment. NPM empha-
sizes the establishment of *“the
mechanism to determine priority of
policies and projects to be undertak-
en, before budgets are finalized”.
The use of ISO management sys-
tems, particularly 1SO 9000, will
receive much attention in the
process.

Local government support for
certification of SME's

Most local governments are now
providing training assistance and
subsidies to support the increasing
number of 1SO 9000/1SO 14000 certi-
fications among smaller companies
in Japan.
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Support includes:

organization of seminars
e specialist manpower

e financial
expenses

help with training

e subsidies for certification expenses.

Many local government authorities
have transferred support functions
from head office to external affiliated
bodies with names such as, “the Small
Business Support Center”, “the Small
Business Promotion Public Corpor-
ation”, “the Central Federation of Small
Business Organizations”, or “Industrial
Technology Centre”.

Figure 4 - Challenges facing
local government authorities
seeking administrative
performance assessment.

(Respondent could make multiple
choices).

Figure 5 - Relationship
between perceived problems
concerning the assessment

of administrative performance
and 1S0 9001:2000 and

I1SO 14001.
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The use of 10
management systems,
particularly 150 9000,

is receiving much
attention in Japan
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Organization of seminars

Seminar programmes are designed
mainly to educate participants on the
preliminary steps to ISO 9000/1SO
14000 implementation and certifica-
tion, although some provide internal
auditor training. Many are organized
by external bodies affiliated with
local governments.

Seminar tutors are usually techni-
cians or consultants from 1SO
9000/1SO 14000 certification bodies or
professional training institutes, though
local government officials occasional-
ly teach courses. Course fees are usu-
ally lower than commercially run pro-
grammes, and are offered from one to
Six times per year.

Specialist manpower

ISO 9000/ISO 14000 experts are
provided by local Small Business
Support Centres. Many are certified
as small business consultants, or are
business professionals who have
studied the systems. The number
varies in each prefecture. Kanagawa
Prefecture (adjacent to Tokyo), for
instance, has 20 specialists available.

The central government, the pre-
fecture and the recipient company
will divide the Small Business
Support Centre expert fee equally.
The company share of costs is often
less than USD 380 per day.

Industrial Technology Centres also
provide advisers at a daily fee of as lit-
tle as USD 45, for example, but the
advice they offer is basic. There is a
limit to the frequency and number of
expert-days available — generally a
maximum of 60 days per year per
company.

Very few Small  Business
Promotion Public Corporations offer
certification consulting. Consultants
with local government contracts visit
businesses approximately six times
per year. Total consultancy costs are
limited, to USD 6 100 at most, for
example, far less than that incurred by
businesses contracting consultants
independently. Another benefit is sup-
port for local government staff visits.
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Financial help with training expenses

Necessary training expenses are
covered by various low-interest loan
programmes, following screening by
local governments to decide whether
the budgeted expenses are appropri-
ate or not. Some requests for finance
can be rejected through lack of cred-
itworthiness (local governments do
not guarantee credit). Financial
institutions are then asked to finance
costs deemed appropriate.

Subsidies for certification expenses

Prefectures that have subsidy sys-
tems are outnumbered by those hav-
ing systems covering seminars and
advisers. However, some have
recently discontinued the practice
because of local government “belt
tightening”, or because local 1SO
9000/1SO 14000 education needs have
been essentially met.

Subsidies cover internal auditor
training costs, consultancy fees and
certification fees paid to certification
bodies. Organizations affiliated with
a local government cover 50 % of
total expenses, or provide subsidies,
of up to USD 9900, for example.

Conclusions

Whatever the driving forces, be it
growing environmental awareness,
fiscal reform of the bubble economy,
greater focus on public satisfaction,
or the need to change outmoded atti-
tudes to public service, implementa-
tion of both 1SO 9000 and 1SO 14000
is on the fast track in the Japanese
public and private sectors.

The increasing willingness of over
3000 local governments in Japan to
install modern quality and environ-
mental management systems in their
own organizations, and to provide
financial help and training skills to
encourage the SME sector to do like-
wise must be seen as very positive
steps towards higher customer satis-
faction and, hopefully, economic
recovery. [ |



