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The Burden of Higher Education Costs and Educational Opportunities in
Japan

Osamu Nishikawa

January 28, 2018

Deputy Secretary General, National Conference on Shougakukin Problems

Lawyer

(translated by Soichiro Hattori, Graduate Student, Nagoya University)
(native checked by Lam Joyce Tsinyun)

Introduction: The Peculiarity of the term “Scholarship” in Japan — To Avoid
Misunderstanding

In Japan, “shougakukin” (3E7%4) means “funds lent or granted to assist one in
receiving education (at educational institutions)”, which includes both grants / scholarships /
fellowships and student loans.

In Japan, since the national government established the “shougakukin” system of
student loans in 1943, most people have developed a habit to call both grants / scholarships
and student loans “shougakukin® without doubt because most public financial aids are student
loans, which is called “shougakukin.” In addition, there are many examples that translate the
Japanese term “shougakukin”, into “scholarships” even though they usually refer to student
loans.

I. A Description of the Burden of Higher Education Costs
1. Definitions

Tuition Costs  (5k#Af) 42)

Education Costs (%% %) = Tuition Costs + Expenses for Transportation, Textbooks and

soon

Total Costs (%24:4:i%%) = Education Costs + Living Expenses

Net Costs (ffifa#H) = Total Costs - Financial Aids by Benefits

Out-of-Pocket Costs (5£#H) = Net Costs - Financial Aids by Loans

Foregone Earnings (3ERT5)
2. Point of Discussion

If a student cannot pay tuition costs, he/she will be expelled from school. If a student

cannot bear education costs, he/she will be virtually excluded from higher education. If a
student cannot bear his/her total costs, his/her life will fall apart, ending up in nonpayment of
tuition costs anyway. On the other hand, if net costs and out-of-pocket costs are reduced by
financial aids, the possibility to bear these costs will increase. However, since financial aids
by loans retain the burden of repayment, it is not the same as financial aids by benefits. In

1



addition, especially in the case of low-income households, foregone earnings cannot be
ignored.

As for the affordability of higher education, Usher & Cervenan (2005) gives a
comprehensive consideration to the indicators above as follows. Even though the degree of
influence may be argued, the perspectives that these factors give are very important.

10% - Educational Costs 10% - Total Costs

25% - Net Costs 15% - Net Costs after Tax Expenditures

25% - Out-of-Pocket Costs

15% - Out-of-Pocket Costs after Tax Expenditures
3. Short Summary

We need to comprehensively consider not only to the amount of tuition costs and
financial aids by scholarships, but also to the higher education costs borne by parents and
students.

I1. Youths / Students in Japan and the Burden of Higher Education Costs
1. Active Exclusion from Higher Education
(1) Giving Up Attendance to University
Youths / students;
work instead of attending university, being unable to bear the costs.
work instead of attending university, being unable to pass the entrance examination to a
national university and to bear the costs to attend a private university.
go to vocational training and not to a higher educational institution, being unable to bear
the costs.
(2) Limitation of the Courses after the Graduation - Accessibility with No Choice
Youths / students;
take entrance examinations only to national or public universities and not to private
universities, for it is too expensive to pay the costs.
enter a two-year college (a junior college) or a technical college, since it takes four years
in a university to graduate.
enter a low-rank university on purpose to get merit-based scholarships.
enter a university near the parent’s home on purpose to reduce the costs.
(3) Dropout
Students dropout, being unable to bear the costs.
It is uncommon that university dropouts return to school in Japan.
It is often disadvantageous to apply for jobs in comparision with the case of applying for
jobs at the time of graduation from a high school.
(More than 10 thousand students dropped out or are expelled because of economic reason
all over Japan. (Kobayashi et al., 2016:175))

2



2. Passive Exclusion from Higher Education

(1) Jobs
Students are unable to secure sufficient time for learning because of (part-time) jobs
There are a considerable number of examples where students lose their will to learn and
drop out, being unable to have time or being late for or absent from the class due to
(part-time) jobs.
Students cannot their quit (part-time) jobs even if working conditions are poor (such as
illegal conditions under the Labor Standard Law).
Students engage in prostitution or engage in businesses related to prostitution to earn a
regular income in a limited time.

(2) Financial Difficulties for Living and Its Effect on Academic Life

Students;
cut costs for food and clothes, and cannot participate in interaction with other students.
choose classes which do not require them to buy textbooks.
avoid practical classes which require expenditure on transportation and accommodation
costs.

(3) Shougakukin (explained below)

(4) Leave of Absence from School
Students discontinue learning by registering absence from school, and earn money to
save.
There are many universities that charge the full amount or a part of the tuition fee even
during the period of leave of absence.

3. Problems after the Graduation from Higher Education

(1) Student loan repayments (explained below)

(2) Unstable employment especially after completion of Graduate School

4. Some Examples

[11. “Shougakukin” in Japan
1. The Public “Shougakukin” System in Japan
(1) Scholarships / Grants
Part of the program is carried out in advance in 2017. Full implementation starts from
2018.
Confirmation: Application and confirmation happen during high school years. Students
receive funds after entering the university or other schools.
Standard: students are required to meet both economical and academic standards.
(Economic Standards)
(D Households exempted from resident tax or those receiving welfare benefits.
@ Person in need of social care



= A person in an orphanage or in a foster family, etc.
(Academic Standards)
High schools establish the requirements, such as average grade of 4.0 and over (grading
each subject according to a 1-5 level grading system).
Each school has their own limit, and they usually make decision based on the academic
achievements of the students when the number of applicants exceeds the limit.
Japanese high schools are stratified according to the scores of the entrance examination.
It is not certain that whether the most excellent student from a low-rank school is
academically more superior to an inferior student from a high-ranked school.
Amount of Funds
¥20,000 ~ ¥40,000 / month + a temporal entrance fee of ¥240,000 (only for ).
(2) Student Loans: at the Time of Lending
Confirmation: application and confirmation happen during high school years, or
application and confirmation after the entrance to a university or other schools.
Standard: both economically and academically selective.
(Economic Standards) *It depends on the family structure and the application period.
In the case of application during high school years by a household consists of 3
people only with earned income
No more than ¥6.57 million (for interest-free loans) or no more than ¥10.09 million
(for interest-bearing loans)
(Academic Standards)
The average grade is 3.5 and over at high school (for interest-free loans, excluding
the exceptions below).
There is no standard virtually (for interest-free loans to households exempted from
resident tax, and for interest-bearing loans)
Amount of loans
Non-interest bearing: choosing from ¥30,000 or ¥45,000 to ¥64,000 / month depending
on the type of school and the mode of travelling to school.
Interest-bearing: choosing from ¥30,000, ¥50,000, ¥80,000, ¥100,000, ¥120,000,
(¥140,000 or ¥160,000 for some students) / month. It is possible to borrow additional
¥500,000 (with interest) at the time of the entrance.
* Repayment
The loans have a grace period of six months after leaving school and maximum
repayment period of 20 years. The amount of repayment is about from ¥6,000 to ¥45,000
/ month.
(The period and the amount of monthly repayment depend on each students’ total amount
of indebtedness.)
(3) Student Loans: the Repayment System



(Repayment Method (D: Mortgage Style)
- Target: all the recipients before 2016, and the recipients after 2017 excluding @

Method: The loan must be repaid within a maximum period of 20 years from a bank

account. The amount of refund is about from ¥6,000 to ¥45,000 / month. The period and
the amount of monthly repayment depend on the total amount of indebtedness.
(Repayment Method: “Income Contingent Loan”)

Targets: Applicants who wish to apply from the recipients of the non-interest bearing

loans after 2017

Method: 9% of the taxable income for residence tax in the previous year is charged from

a bank account (divided by twelfth to be paid every month). However, the minimum

amount of  repayment is ¥2,000 / month (even if income is ¥0).

Notes: “income contingent loan” in Japan is peculiar in the world.

—The original “income contingent loan” implemented in 2010 abolished the maximum

grace period of 10 years, when the parent’s annual income is low (¥3 million and below)

at the time of lending to no set time limit. The others are the same as normal mortgage
style.

—The new “income contingent loan” implemented in 2017 is based on the income of the

previous year, and not on withholding tax. The minimum repayment of ¥2,000 is

required even if the income is ¥0. Thus it is different from the income contingent loan
systems in the UK (England), Australia and New Zealand.
(The System to Reduce the Burden at the Time of Repayment)

Grace period: the system allows 1 year’s grace for repayment for low-income earners.
—Maximum 10 years for those who stay low-income and are not sick or injured, although
there is no time limit for those who stay low-income because he/she is sick or injured.
—Annual income is approximately below ¥3 million.

Reduction of the amount of monthly repayment: reducing the amount of monthly

repayment to half or 1/3 for low-income earners.

— It delays full repayment instead.
—The standard is the same as that for a grace period for repayments.

Exemption from Repayment
—If the borrower dies or cannot work because of a severe disorder, the repayment can be
exempted.

—Personal bankruptcy exempts the borrower from repayment.
—Only the student loans for graduate students can be fully or partially exempted from
repayment on the basis of academic excellence.
(In the Case of Nonpayment)
In the case of nonpayment, the JASSO attempts to collect funds.
The JASSO;



—registers the person as a delinquent person in credit information organizations.
—demands the full repayment through court.

—directs repayments demands to the guarantor (a parent and a relative)

—Even if the borrower is eligible for a grace period or an exemption from repayment, the
JASSO does not give information about these systems actively. Legal procedures are
conducted if there is no action or repayment by a borrower.

2. The Problems of the Shougakukin System
(1) Common Problems
The system is regarded as an addition to a family’s (parent’s) burden on the costs.
—It is not easy to earn a degree only with shougakukin (+ moderate part-time jobs).
There is no concern for complex families.
—If parents are not divorced, students cannot receive a benefit scholarship without
signatures from both parents.
—There are some cases that parents divert the shougakukin to use as living costs or
business expenses.
There is no help for students who require an extra year before completion or who register
absence from school.
—Students are eligible only during “the minimum academic period” (4 years for under
graduates, 6 years for students in a medical department and the like)
In the case of a student who needs extra year or who register absence, transfer of the
shougakukin stops at least for a year, or gets abolished.
Although most universities require payments for entrance fees and also tuition fee for the
first semester before commencement, transfer of the shougakukin only starts after
entrance to the school in April at the earliest.
—Borrow from private institutions (the Labour Bank) to finance that period.
(2) Benefit Scholarship
Most of the public shougakukin are loans. There was no public scholarships / grants for
Japanese students at all until 2016.
The scale is too small (regarding both the amount of funds and the number of eligible
students)
The standards for disqualification, such as poor academic achievements, are unclear.
Students may have to repay the amount of scholarship that is transferred when he/she is
disqualified.
(3) Student Loan: at the Time of Lending
The amount of the non-interest bearing loans is small
—It can cover the tuition for a national university, but cannot cover education costs and
living expenses.



—1t cannot cover the tuition for a private university.

—It is not enough for paying rent, especially in Tokyo.
A student needs a joint surety (a parent) and a guarantor (a relative).
If a student can’t get those people, he/she needs to pay the maximum 5~6% as a guaranty
money.
As for the non-interest bearing loans, there are many examples that an eligible student
was not selected due to a shortage in budget. (According to the government opinion, the
budget is enough for paying the loan to all the applicants.)

(4) Student Loans: at the Time of Repayment

Full repayment is a precondition, except in the case of the borrower’s death or severe
disorder.

—The system is designed based on the belief of the time when students could find a stable

job after graduation from a university.
The relief system for repayment in difficult cases, such as unemployment, is not
sufficient.
The use of the relief system may be refused in the case of non-payment.
The JASSO is arbitrary in enforcing the relief system.
More students, especially those from low-income households, are hesitant to use
scholarship loans as there are cases that are spreading in society of those who went
personal bankrupt due to non-payment.
Students cannot go bankrupt, being afraid of getting claimed for the loans by the
guarantor.

3. Actions Taken by the National Conference on Shougakukin Problems
(1) The Sequences of Actions on Higher Education Costs and Scholarship Problems
The Social Concern on the Burden of Higher Education Costs
—Up to now: give up going to university or dropout for the economic reasons.

—Actions taken by students, parents and teachers of high schools and universities.
—The establishment of the Society for Shougakukin (Dec. 2007), consisting of
students, high school teachers, scholars and the Labor Union in the JASSO.

—2008: rediscovering the issue of “working students” = focused by news media
—Mid-2000s: labor unions supported borrowers who face difficulty in repayment due to
unemployment.

The National Conference on Shougakukin Problems was established (2013).

—Consist of lawyers, labor unions, teachers of high schools and universities.
—Pointed out the insufficiency of measures taken for borrowers facing difficulty in
repayment.

—A grace period was extended from 5 years to 10 years (2014~).
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—The interest rate of arrears was reduced from 10% to 5% (2014~).
(2) Actions Taken by the National Conference on Shougakukin Problems
The hotline for shougakukin problems was set up (by lawyers, judicial scriveners and
labor unions).
—Grasping the actual situations of borrowers who are facing difficulty in repayment, and
providing legal advices
—The Japan Federation of Bar Associations also addresses shougakukin problems.
Cooperation with students who are concerned with shougakukin problems.
—Grasping the actual situations of students’ burden of higher education costs through a
questionnaire surveys.
Making policy recommendations based on the actual situation.
— A grace period was extended from 5 years to 10 years (2014~).
—The interest rate of arrears was reduced from 10% to 5% (2014~).
—A Benefit Scholarship was established (2017~)

IV. International Covenants on Human Rights and Higher Education in Japan
1. The Article 13, 2(b)(c) of the International Covenant on Economic, Social and Cultural
Rights

In Japan, due to the rising fee of tuition and the poor economic support system, it is
difficult to say that the higher education is equally accessible to all “regardless of their
economic situation”.

In addition, even after the withdrawal from the reservation about “the progressive
introduction of free education” (2012/9/11), while the reduction of out-of-pocket costs
advanced to a certain degree, the reduction of net costs is very limited. However, it has put a
brake on the increase of the burden of the costs at a certain level.

2. The Article 13, 2(e) of the International Covenant on Economic, Social and Cultural Rights

In Japan, since there had been no public financial aids by benefits before April 2017,
the government had been violating the provision which states that “an adequate fellowship
system shall be established”.

It must, however, be added that, since “fellowship” was translated into “shougakukin”
in Japan, this violation has been performed unnoticed as the term was used without
distinction between benefits and loans.

End.



