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The aim of this study is to examine the importance of incentives for basic research in universities
from an economic perspective. We confirmed the hypothesis that universities build reputation as
an intangible asset through research, which enables them to attract wealthy students and
outstanding researchers in the future. Additionally, we attempted to explain the differences in
research expenditure among universities in different countries from the perspective of different
economic environments and institutional incentives.

We explored how institutional frameworks and macroeconomic environments influence incentives
for research activities at universities. While it had been recognized that universities benefit from
activities such as knowledge accumulation and reputation enhancement through research, the
impact of the country's university system and market on research activities had not been clearly
elucidated. Specifically, we considered incentives for research activities at universities, including
evaluation based on research outcomes and the relationship with educational activities.
Furthermore, we compared the impact of macroeconomic environments on university research
activities internationally. We also investigated the impact of government and external funding on
university research activities.

We found that when there is a large inequality between universities, lower-reputation universities
may find it difficult to catch up with higher-reputation universities in terms of reputation
enhancement through research, leading to a potential decrease in research expenditure.
Therefore, a funding system that disproportionately favors prestigious universities may deteriorate
research activities. It is therefore important to aim for a reduction in the inequality between
universities in funding allocation, while avoiding excessive favoritism towards prestigious
universities, in order to promote overall research activities. Such differences in the degree of
competition between universities and funding systems may explain the level of intensity of basic
research in each country.

From an international comparison perspective, we were able to explain in our model that
universities in the United States contribute more to their own research costs compared to those in
Europe. Considering the realistic assumption in Europe that tuition fees are determined by the

government and that research outcomes do not affect tuition fees, we reproduced a decrease in




research incentives.
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The aim of this study is to examine the importance of incentives for basic research in universities from an
economic perspective. We confirmed the hypothesis that universities build reputation as an intangible asset
through research, which enables them to attract wealthy students and outstanding researchers in the future.
Additionally, we attempted to explain the differences in research expenditure among universities in different
countries from the perspective of different economic environments and institutional incentives.

We explored how institutional frameworks and macroeconomic environments influence incentives for research
activities at universities. While it had been recognized that universities benefit from activities such as
knowledge accumulation and reputation enhancement through research, the impact of the country's university,
system and market on research activities had not been clearly elucidated. Specifically, we considered
incentives for research activities at universities, including evaluation based on research outcomes and the
relationship with educational activities. Furthermore, we compared the impact of macroeconomic
environments on university research activities internationally. We also investigated the impact of government
and external funding on university research activities.

We found that when there is a large inequality between universities, lower-reputation universities may find it
difficult to catch up with higher-reputation universities in terms of reputation enhancement through research,
leading to a potential decrease in research expenditure. Therefore, a funding system that disproportionately
favors prestigious universities may deteriorate research activities. It is therefore important to aim for a reduction
in the inequality between universities in funding allocation, while avoiding excessive favoritism towards
prestigious universities, in order to promote overall research activities. Such differences in the degree off
competition between universities and funding systems may explain the level of intensity of basic research in
each country.

From an international comparison perspective, we were able to explain in our model that universities in the
United States contribute more to their own research costs compared to those in Europe. Considering the
realistic assumption in Europe that tuition fees are determined by the government and that research outcomes
do not affect tuition fees, we reproduced a decrease in research incentives.
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