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GLOSSARY OF TERMS

The following Is a list of the most significant Japanese terms 
which feature in the text of this study. Listed alphabetically, the 
terms are, for the most part, given in English form first, 
translated from their Romanised and italicised Japanese titles 
which follow in brackets. Exceptions to this stylistic form of 
presentation apply, however, in cases in which translation of 
particular Japanese terms into English is imprecise and, therefore, 
the original Japanese form is considered more appropriate. In 
these cases the Japanese form is given first, with a translation 
into English following in brackets. Italics are also not applied to 
hybrid terms such as Second Rinchô, nor to the names of 
individuals or organisations cited in the text.

The termiriology covers the national and private railways since 
their inception in the 1 870s up to and including the division and 
privatisation of the state railway corporation in 1987. Certain of 
the organisations listed in this Glossary of Terms are, 
consequently, no longer in existence and many of the laws quoted 
have, likewise, been superceded.

In this Glossary, and throughout the thesis, Japanese technical 
terms and names of organisations which contain long vowel sounds 
are marked with a circumflex above the appropriate letter. Place 
names mentioned in the passing in the text eg. Tokyo are, however, 
left unadjusted for long vowel sounds.



Administrative Management Agency (Gyôsei Kanh Kyoku)

Administrative Reform Commission (R inji Gyôsei Chôsakai : see 
Rinchô below)

Am akudari (Lit. Descent from Heaven: the Japanese practice of 
employing senior public servants on retirement from government 
service in influential positions in other public sector organisations 
or in private sector companies)

Avoidable Cost System (Accounting system In which JR Freight is 
subsidised by bearing only the marginal costs of accessing the 
track owned by the JR passenger companies)

B

Bunkatsu (Lit. Partition. Synonym for the dissolution and break-up 
of the Japanese National Railway)

Bullet Train {Dangan Ressha : original name for the high speed 
passenger rail network which was later renamed Shinkansen )

CTS (Civil Transportation Section of SCAP; see SCAP below)

CTS Memorandum on the JNR (Memorandum on SCAP proposals for 
the reorganisation of the JNR sent by Ogden,W. L, SCAP Civil 
Transportation Section to Shimoyama Sadanori, Transport Vice 
Minister, on 13 September 1948)
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ILO (International Labour Organisation)

J

Japan Economic Research Council (Nihon Keizai Chosa Kydgikai)

Japanese National Railway (JNR: Nihon Kokuyu Tetsudd or 
Kokutetsu )

Japanese National Railways Law of 1948 (Nihon Kokuyu Tetsudd H6)

Japan Railway Construction Public Corporation (Nihon Tetsudd 
Kensetsu Kddan)

Jinm yaku  (System of personal contacts in Japanese society akin to  
the ‘old boy network’ in the West)

JNR Basic Policy of Business Improvement (Keiei Kaikaku no Kihon 
Hdsaku : internal JNR management improvement plan of 1985)

JNR Management Improvement Plan of 1980 {Keiei Kaizen Ke ikaku: 
dubbed The Plan Without Successor by the LDP: see LDP below)

JNR Plan for the New Management of Goods Transportation of 1983 
{A tarashii Tetsudd Kamotsu Eigyd n i Tsuite : internal JNR plan to 
rehabilitate the national railway’s freight operation)

JNR Reform Commission (K okute tsu  Saiken Unkai)

JNR Restructuring Sub-Committee of the Liberal Democratic Party



(Kokutetsu Saiken ni Kan Sum Shó linkai or Mitsuzuka linka i)
JNR Restructuring Law of 1986 (Kokuyù Tetsudo Kaikaku Ho)

JNR Settlement Corporation (Kokutetsu Seisan Jigyò Dan)

JNR Special Account {Tokute i Kanjó : Special Account into which a 
proportion of the JNR’s long term debt was transferred)

JNR Tariff Law of 1948 (Nihon Kokuyù Tetsudó Unchin Hó)

JR Group (Synonym for the group of companies created by the 
break-up of the JNR)

JR Operating Companies:
JR East (JR Higashi Nihon)
JR Central (JR Tókai)
JR West (JR Nishi Nihon)
JR Freight (JR Kamotsu)
Three Islands JRs {Santó JR : JR Companies on the islands of 
Kyushu, Hokkaido and Shikoku)

JR Soren (Japan Confederation of Railway Workers Union: see 
Tetsudòròren  below

Junpó Tóso (Law Abiding Struggle: tactics adopted by the JNR 
labour unions in lieu of illegal strike action from the 1950s)









Nihon Senbai Kdsha (Japanese Salt and Tobacco Monopoly Public 
Corporation)

Nippon Express (N itts u  : the largest road haulage corporation in 
Japan)

Norin Zoku (Lit. Agricultural ‘tribe’: specialists amongst Diet 
members on agricultural matters)

O

Opinions on the Restructuring of the JNR {Kokutetsu Kaikaku ni Kan 
Sum Iken  JNR Restructuring Commission Report of July 1985)

Oyakata Hi no Maru (Lit. The Japanese Flag is the Boss: the concept 
that public sector organisations are intrinsically financially 
irresponsible because their management are aware that any losses 
and debt incurred will be funded by the National Treasury)

PARC (The LDP’s Policy Affairs Research Council: Seichokai )

PARC Transport Affairs Committee (Kotsu Bukai)

Plan for Building A New Japan of 1970 (Nihon Rettd Kaizo Ron)

Public Corporations and National Enterprise Labour Relations Law 
of 1948 (K6r6 H6 )





San Nin Gumi (Group of Three. Name given to three JNR executives 
who epitomised the pro-reconstruction viewpoint within the 
national railway management during the administrative reform 
debate in the 1980’s.)

SCAP (Supreme Commander for the Allied Powers: synonym for the 
Administrative Authorities of the Allied Occupation of Japan - 
otherwise abbreviated as GHQ: see GHQ above)

SCAPINS (SCAP Policy Directives to the Japanese Government)

Seibi Shinkansen ( ’New’ Shinkansen in preparation)

Seichôkai (LDP Policy Committees)

Shakaitô  (Japanese Socialist Party)

Shingikai (Advisory Councils, on to which lay representatives are 
invited, and which advise Government Ministries on policy)

Shinkansen (Lit. New Trunk Line: high speed passenger rail 
network)

Shinkansen Holding Corporation (Shinkansen Hoyù Kikô)

Shotoku Baizô Keikaku (1960 Income Doubling Plan of PM Ikeda 
Hayato)

Shôwa Jidai (The Era of Emperor Shôwa 1926 -1989)



Sixteen Principles for Japanese Trade Unions (Principles adopted 
by the Far Eastern Commission in December 1946)

Sódómei {Nihon Rodò Kumiai Sódómei - Federation of Japanese 
Labour Unions)

Sóhyó {Nihon Rodò Kumiai Sòhyò Gikai - General Council of 
Japanese Trade Unions)

South Manchurian Railway Company (Minami Manshukuo Tetsudó)

Special Act for the Promotion of JNR Reconstruction of 1980 
(Kokutetsu Keiei Saiken Sokushin Tokubetsu Sochi Ho )

Special Law for the Promotion of JNR Business Rehabilitation of 
1983 (Kokute tsu Saiken Kanri linkai Sechi Hò )

Sutokensuto (Illegal strike in 1975 by JNR workers for the 
reinstatement of the legal right to strike)

Taisho Jidai (The Era of Emperor Taishd 1912 -1926)

Teishinshd  (Ministry of Communications: established In 1892 with 
the Railways Bureau under its control)

Teito Rapid Transit Authority {Te ito  Kosokudo Kotsu Kodan : Tokyo 
Subway Corporation)

Tetsudóróren {JR Sóren : Japan Confederation of Railway Workers 
Unions: established in 1986)



Tetsuró (Japanese Railway Workers Union)

Tetsusanró (Japan Railway Industry Workers Union; established in 
1987)

Three K’s {Kokutetsu, Kome, and Kenkò Hoken : the national railway, 
the rice subsidy system, and the national health service - the key 
factors in the national financing deficit in the 1970’s 
Tòkyù Corporation {Tókyó Kyùko Dentetsu  : a major private railway 
company)

Trade Union Law of 1945 (Ródo Kumiai H6 )

Transport Council (Unyu Shingikai)

U

Unyu Zoku (Lit.Transport ‘tribe’ : specialists amongst Diet 
members on transport matters)

Yami Kara Poka (Journalistic catchphrase to describe what was 
said to be symptomatic of the JNR’s failings)
Yami : getting overtime pay without working overtime 
Kara : being paid for non-existent operation of services 
Poka : taking holidays without due notice

Ydin Gdrika (Rationalisation of the Essential Workforce: JNR 
management policy in the late 1960’s to rationalise its labour 
force)
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INTRODUCTION

THE SETTING AND METHOD OF THE STUDY 

Study Outl ine

The main purpose of this thesis is to examine the policies adopted 

by successive Japanese governments towards the administration of 

the country’s national railway, the motivation behind the 

implementation of these strategies, and their political and 

financial consequences. Within this framework, the culmination of 

the study is post Second World War Japan, particularly the 

Japanese National Railway (JNR) before and after privatisation.

The most recent watershed in Japanese national railway policy 

was the reorganisation of the JNR, in 1 987, through a process of 

break-up (Bunkatsu) and privatisation (M ineika) into the Japan 

Railways (JR) group of companies. The reform of the JNR, and its  

replacement by privatised operating companies Is the conclusion of 

this evaluation of government policy on the operation of the 

national railway in Japan. Consequently, a key focus of the study 

is an examination of the political process leading up to the policy 

decisions to dissolve the JNR and transform it into a group of 

private enterprises which, since 1987, has administered the



former national rail network. The thesis further addresses the 

implementation of the JNR privatisation policies, the legislative 

programme which effected the change from public corporation to 

privatised operators of the state railway system. Finally, a 

detailed political and financial analysis is made of the national 

railway run as a group of privatised enterprises in the period since 

the implementation of the privatisation policies.

In the context of national policy on Japan’s railways, the thesis 

therefore provides an assessment of the policy making process in 

the post JNR privatisation era. It is essential, in order to evaluate 

the position of national transport policy in the running of what 

was hitherto the state railway network, that this is undertaken by 

exploring the effect which the privatisation of the JNR has had on 

the relationships between the new JR companies, the national 

bureaucracy, and the main ‘players’ In the Japanese political 

system!.

Such an approach is intrinsic to the study because, even in the 

railway’s divided and privatised state, the formulation of national 

railway policy in Japan still remains the product of the inter-



relations between the operators of the railway network, the 

Ministry of Transport (MoT) - responsible in theory at least for the 

development of strategy in the transport sector - politicians 

sitting as elected members of the National Diet, and governments 

charged with the duty of their implementation. The outcome of 

this inter-play has been the critical determinant in shaping the 

development of the Japanese state railway. It is essential, 

moreover, to acknowledge that, despite the existence now of a 

‘private’ company structure2 to administer what was formerly the 

national rail network, these relationships remain in the post

privatisation era as fundamental to the decision making process of 

transport policy.

The evaluation of the policies of division and privatisation of the 

JNR inevitably involves value judgements on the issue of whether 

the new policies can be deemed to have been ‘successful*. Any such 

evaluation of the success or otherwise of the privatisation process 

can not be undertaken in a vacuum, but requires a basis for 

comparison. A clear understanding of the JNR privatisation 

policies, the motivation behind their implementation, and their 

effect on the operation of the national railway network can only be



achieved if these matters are examined in the context of what 

went before. This study of the privatisation of the JNR has 

therefore been undertaken in historical perspective, with the 

present day events set against previous policies adopted for the 

running of Japan’s national railway.

In the course of its extensive history the Japanese National 

Railway has been administered as a government department, as a 

public corporation, and now as a group of privatised enterprises. 11 

is clear that the process of negotiations between the key 

participants in the administration of the national railway, be they 

the railway’s management, bureaucrats in the MoT, 

parliamentarians, and government ministers, have produced varying 

approaches to railway policy through the different phases of the 

national railway’s existence. It has therefore been the charge of 

this study to address this issue of policy on the national railways 

of Japan from its inception up to and including its now privatised 

structure.

The evaluation of government policy on the railways in Japan as i t 

applied in the period before the JNR was broken-up and privatised



provides the necessary standard against which to judge the key 

issues addressed in this study in relation to the national railway 

in its post-privatisation phase of operation. The analysis which i s 

fundamental to this thesis comprises examination of the 

motivation for the policies of division and privatisation, of the 

political process by which they were realised, and of the financial 

results of their implementation on the operation of the national 

railway system in Japan. These topics are, however, addressed in 

this study within the framework of a critical assessment of the 

methods adopted for the administration of the national railway 

through Its entire 120 years of operation. It is thus that this 

thesis is The Privatisation of the JNR in Historical Perspective.

Research Methodology

As an examination of the policies adopted for the administration of 

the Japanese national railway, both before and after Its  

privatisation, this study Is multi-disciplinary. The main 

theoretical framework is that of political economy, particularly as 

the subject - the national railway of Japan - has been, for the 

greater part of its existence, a constituent of the Japanese public 

sector. However, the thesis also draws on other disciplines.



political analysis, government:bureaucracy relations, 

governmentiindustry relations, economic policy, and social policy 

to address particular points in the text.

The evaluation of Japanese government policy on the railways 

clearly requires an understanding of the political process In Japan, 

and of the inter-relations between the national administration and 

the bureaucracy. Thus, in the study of railway policy as applied to 

the management of the state railway operation, critical objects of 

inquiry include political behaviour at the national level and the 

roles of politicians and the bureaucracy in the formulation and 

passage of laws.

The debate during the early 1980’s concerning the policies 

formulated to effect the division and privatisation of the Japanese 

National Railway took place in a climate of inquiry as to the 

appropriate role of the state railway operation. The privatisation 

process effected fundamental changes in the concept of the 

function of the railways in Japan. The position of the national 

railway in Japan may have changed since its privatisation to one 

run on ‘profitable grounds’, but an understanding of its current



raison d’etre still requires an examination of the current political 

and bureaucratic framework, not least as a basis within which to 

evaluate the post privatisation regulatory climate. Thus, while the 

declared overriding objective of the JNR privatisation policy was 

the attainment of greater economic efficiency, its significance to 

the Japanese administration which effected it can clearly be 

addressed in political terms. The Implementation of the JNR 

privatisation was, in itself, a major political achievement, 

realised through the Japanese political process. This study 

therefore acknowledges that an important element of the 

evaluation of the division and privatisation of the Japanese 

National Railway is that undertaken within the bounds of political 

analysis.

However, the Importance of a judgement of the JNR privatisation 

as political theory notwithstanding, the avowed policy aim of 

increasing the efficiency of the privatised organisations must also 

be tested In the form of a financial critique. The m ulti

disciplinary approach is thus emphasised by the application of a 

rigorous analysis of the financial effects of the privatisation of 

the JNR. The economic analysis, is moreover, undertaken i n



historical perspective, in addressing the question of whether the 

privatisation policies resulted in a ‘more efficient’ structure for 

the operation of the national railway than its preceding forms as 

public corporation and government department. In this sense, the 

study has a strongly empirical basis to set against the theoretical 

elements of analysis of the Japanese political system.

It is, indeed, a further contention of this study that the empirical 

examination of the subject should test hypotheses which arise out 

of an acceptance that analysis of the administration of the 

national railway system may have only a political dimension. The 

technique is therefore also here adopted of evaluating the process 

of government policy on the railways in relation to its financial 

results, and not simply on the basis of broad political 

consequences of such strategy on the operation of the JNR.

Thesis S tru c tu re

The conceptual framework adopted has its roots In the method of 

assessing the JNR privatisation in its historical setting. This 

approach has revealed the national railway in three distinct phases 

of Its development, the identification of the critical turning points
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acting as a focus of the analytical process. It is therefore this 

conceptual basis which facilitates the study of railway policy in 

the context of the following outline of the development of the 

national railway in Japan.

1872 - 1964: the national railway as a major public  

sector asset with a high status in the bureaucra tic  

h ierarchy

1964 - 1987: the national railway as a major public  

sector financial l ia b i l i t y  with its hierarchical s ta tu s  

greatly d im inished

1987 - 1992: the re h a b ilita tio n  of the national ra ilw a y  

under privatisation, its status in Japanese public l i f e  

consequently res to red

The study Is therefore divided into three chronological Sections, 

the basic premise of an historical basis for comparison of the 

current policies of division and privatisation of the JNR dictating 

that the examination of the JNR privatisation be preceded by an



analysis of the prior forms of organisation and operation of the 

national railway.

Section 1 provides the historical setting for the study, 

encompassing the development of national railway policy from the 

inception of the railway network in the 187 0 ’s. It further traces 

the relationships between the railway bureaucracy and the national 

administration as a prelude to an examination of the political 

process of the establishment of a public corporation structure for 

the Japanese National Railway in 1949. The first Section 

concludes with a financial analysis of the profitable operation of 

the JNR public corporation up to 1964, the end of the period in 

which the national railway was a major public sector asset.

Section 2 covers the administration of the national railway from 

1964 to its dissolution in 1987. It focuses on the JNR’s relations 

with the bureaucracy, politicians, and government In this period In 

which the railway incurred significant losses. The JNR’s 

management strategies in the public corporation era are also 

examined in relation to the operation of two key business sectors, 

the Shinkansen high-speed passenger network, and the National

10



Freight Division, A financial analysis of the JNR in its final phase 

concludes this Section on the national railway as a major public 

sector financial l ia b i l i t y .

The period covered in Section 3 is that from 1987, the year in 

which the JNR was restructured through division and privatisation. 

It traces the development of the national administrative reform 

policies, and the position of the JNR in the formulation and 

implementation of the government’s privatisation strategies. 

Examination of the political process of the JNR privatisation i s 

followed by a financial analysis of the national railway in its form 

as a group of privatised enterprises both at the end of its firs t 

year (as at 1988) and after five years of operation (as at 1992). 

The re h a b ilita tio n  of the national railway operation under 

privatisation is finally examined by an evaluation of the current 

organisation of Japan’s railway system in the context of the 

country’s national policies on transport.

11



The Setting for the Study

1. The Significance of the National Railways in Japan

Implicit in the setting out of the structure of this study is the 

view that, in the everyday lives of the people of Japan, the 

railways have retained a significance far greater than is the norm 

in other industrialised countries. As the Japan scholar Paul 

Noguchi says

In several respects knowledge of the railroads acts as a 
unique agent of socialization in Japanese cities ... Because 
the major interurban transportation services are the trains 
and subways, the (Japanese) child is socialized very early 
into the hazards of crowded platforms and uncomfortable 
riding facilities during the rush hours.... For all urbanites the 
train station acts as a point of reference.3

Noguchi’s assessment of the position In Japan of the railways as

such a social focus is strengthened by mundane but highly

pertinent examples from day to day life. The country’s abundant

railway stations are regarded as the natural choice for meeting

points and, as points of reference, are used as the focus for

directions to offices, restaurants, shop>s and peoples’ homes.

Discussion of railway issues, such as the extent of congestion of

commuter services, the train timetables, and the detailed

consideration of the length and route of journeys from point A to

12



point B is, in Japan, truly at a level which in other nations i s 

confined to what most would regard as somewhat eccentric ‘train- 

spotters’.

The well-established nature of the railway as a socialising agent - 

over many generations of regular usage - has, moreover, sustained 

in Japan a high degree of nostalgia connected with the railways. In 

a comparison with the USA, Noguchi’s evaluation of this factor i s 

that

... among the Japanese, railroad nostalgia appears to be more 
internally shared and firmly embedded. I believe one of the 
primary reasons for this is that a greater proportion of the 
Japanese population has had direct contact with railroad 
transportation.'^

A high level of interest in railway matters has therefore remained 

widespread amongst the Japanese people. The development of the 

national railway system; its early nationalisation; its use by the 

government as part of the war machine in the 1930’s and 1940’s; 

the subsequent setting up of a public corporation in 1949 and the 

build-up of huge losses which led to its demise; and finally the 

dissolution and privatisation of the Japanese National Railway in 

1987 are all issues which have evoked strong responses from the 

rail users In Japan. Whatever the differing views which these

13



events have provoked, there has existed an enduring perception 

that the national railway network is an integral part of Japanese 

culture and society.

2. The Japanese Railways in an International Context

It is not the intention of this study to provide a detailed 

comparative analysis of the Japanese national railways in relation 

to the systems adopted for their organisation in other countries. 

Nevertheless, the fact that the continuing evolution of the 

railways in Japan has prompted interested reactions from non- 

Japanese observers cannot be ignored. In particular, not only have 

academics specialising in the study of Japan, such as the 

aforementioned Paul Noguchi, utilised the national railway as a 

paradigm of Japanese political and social structures, but a wide 

range of writers has taken the issue of the privatisation of the JNR 

in 1987 - and its implementation - as the signal for an 

examination of the question of whether the method chosen for the 

reorganisation of the Japanese state railway could provide other 

nations with a model for the efficient operation of their national 

rail systemss.
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It is pertinent, therefore, prior to the commencement of an 

analysis of the national railway as organised in Japan to set out 

the development of the Japanese railway system in an 

international context. As a starting point for such an appraisal i t 

must be acknowledged that the national railways in other 

developed, particularly Western countries have developed - as they 

have done in Japan - to reflect those nation’s individual political, 

economic and social backgrounds. Thus, for example, in the USA - 

the epitome of the ‘market economy’ system - the country’s 

railways evolved as private enterprises.

However, with the single major exception of America^, it has been 

a common feature of the historical development of the railway 

systems of the world that they have been concentrated under 

public ownership. Thus, In the main industrialised nations in 

Europe, while the initial driving force for the establishment of the 

railways derived from private enterprise, state intervention in the 

financing and regulation of the national railways was, as in Japan, 

an early feature of their development^. By the mid-twentieth 

century, indeed, the major railways of Europe were operated 

within the public sector, albeit with varying forms of organisation

15



within different governmental systemsB. The shared feature in 

Western Europe has been that the national railway public 

corporations have been regarded by governments as essential 

Instruments of the state, their development comprising an integral 

part of national policies and planning.

Governments worldwide, Japan included, have had to address the 

problems inherent in developing transport Infrastructure within  

the public sector, that of attempting to reconcile the provision of 

necessary social capital with maintaining the state transport 

enterprises in profitable form. The common framework for the 

international development of railway systems has, however, been 

for their retention under state control, the need to maintain 

national rail networks on broad social and economic considerations 

taking precedence over the profitability or otherwise of the 

specific railway enterprises.

In this respect, therefore, it must be said that the historical 

pattern in Japan of having a high degree of state involvement in the 

development of the country’s railway from an early stage (the 

nationalisation of the main private rail companies having taken

16



place in 1906/7) and of having thereafter been administered as an 

adjunct to national economic and social policies is by no means 

atypical in world terms. Japan is, likewise, not unusual In having 

adopted a public corporations structure (as it did In 1949 to 

administer its national railway), this form of state organisation 

also being practised both in the public sector in the USA and In the 

major European states for the operation of their rail networks in 

the post-War period. The singular difference between Japan and 

the rest of the world has, however, been that the former responded 

first to the dichotomy between the social and economic benefits 

from the operation of a national rail system and the unprofitability 

of the state railway enterprise by implementing radical policies of 

division and privatisation.

It has, indeed, been the successful culmination of the privatisation 

of the Japanese National Railway which has provoked an upsurge in 

analysis of the Japanese railway system as it might be applied in 

non-Japanese locations. The following quotes on rail privatisation 

from observers in the UK, reveal an interest in relating the 

Japanese experience to the British ‘problems’ by examining the 

financial consequences of the newly privatised railway system.
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Gourvish, T. R. British Railways. 1948- 1973.

... One of today’s ironies is that Japan, currently a model of 

business success and managerial competence, has recently 

embarked upon a Beeching-type rationalisation (and 

privatisation) exercise in an attempt to restore the flagging 

fortunes of its state railway system.io

Irvine, Keith Track to the Future

The Japanese National Railways were reorganized and 

prepared for privatization on 1st April 1987. As was stated 

in ‘The Right Lines’ the Japanese were no April fools! For 

years the nationalized railways had been consuming ever 

increasing amounts of public money, far greater than their 

European counterparts. The railways were the lepers of a 

successful manufacturing and service economy. 

Characteristically, the Japanese government decided that 

immediate action was required. Noting the success of the 

eighty or so private railway companies, privatization was 

the obvious solution.n
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intending to privatise them in the 1990s. The financial about- 

turn on Japanese railways has been achieved under public 

ownership - but at considerable cost in terms of 

redundancies and line closures. How the companies w ill 

perform under private ownership remains tobeseen.i3

Ministry of Transport (UK) New Opportunities for the 

Railways - The Privatisation of British Rail

In other countries the private sector is actively involved in 

the railways. Already 40% of Japan’s railways are private 

and It is the Japanese Government’s intention to privatise

the remainder.i4

Adley, Robert MP (Chairman of the House of Commons 

Transport Select Committee) Hansard

My right hon, and learned Friend the Secretary of State has 

frequently said to me, “We are going to do what the Japanese 

are doing.” All that we have to do in order to do what the 

Japanese are doing is the following. It is quite simple. We

21



build 2000km of mainline railway for high-speed trains at 

public expense. Then we transfer British Rail free of charge 

to six non-competing regional monopolies, financed in itia lly  

by the public sector. Having done that, we write off a 11 

British Rail’s debts and financial commitments involved in 

any staff reductions which any new private railway might 

inherit. Then, to  finalise the process, we give the six 

regional monopolies an open-ended guarantee that any new 

private railway company would automatically qualify for a 

50 per cent grant for all new construction.

If that is what my right hon, and learned Friend means by 

privatisation, I am entirely in favour of it.is

The appreciation in this study of the significance of the railways 

in Japanese society, gained from observation of the important role 

the rail system plays in the life of the ordinary Japanese citizen, 

has been reinforced by the level of interest in Japan’s railways 

being shown by other outside observers such as those listed above. 

These two factors have therefore combined to provoke a spirit of 

enquiry to understand the basis of operation of the Japanese
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railway system, and to evaluate the policy decisions which have 

resulted in the present privatised state of the national railway 

enterprise.

The examination of the policies implemented for the operation of 

the national railways in Japan, leading up to the privatisation of 

the JNR, has been undertaken against the background of the 

railway’s important status not only in the transport field but in 

the wider context of Japanese society. The analysis of the 

privatisation process, and of the results of its implementation, is 

here also carried out in the knowledge that the policies designed to 

reorganise the state railway system had provoked interested 

reactions from outside Japan which require evaluation.

Sources of Research M a te r ia l

1. Existing Publications on the Japanese National Railways

The methodology and structure of this study having been set out, i t 

is necessary to put the present work in the context of the existing 

body of literature on the Japanese National Railways. This review 

of published research in the field is now undertaken by relating the 

existent material to the key issues addressed in this study.

23



In respect of the major issues of the present work, the central 

theme is that of the privatisation of the JNR and, taking this 

topic as the starting point, there already exists a substantial 

volume of Journalistic and academic material, both In English and 

Japanese language form. An approach common to much of the 

recent literature on the JNR privatisation issue is that of 

comparative analysis. Such an objective, applying the experience 

of privatisation in Japan to the railway systems in other 

countries, is typified by the World Bank publication Japanese 

National Railways Privatisation Study - The Experience of Japan 

and Lessons for Developing Countries. It was written for the World 

Bank by Fukui Kôichirô, a financial officer In the Private Sector 

Development and Privatisation Division of its Continuing Financial 

Advisory Services Department. Its Foreword expressed the 

following sentiment:

It is hoped that this study will make valuable information on 
privatization of railway sectors available to a broad 
readership, particularly in developing countries looking to 
transform their state-owned corporations to private 
companies. Japan’s privatization experience can provide 
valuable lessons to development communities, private 
entrepreneurs and government officials who anticipate 
privatizing their own railway sectors.16
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As such the World Bank study represents a genuine attempt to 

apply the Japanese ‘model’ of privatisation of its state railway to 

the requirements of other national railway operations. Its major 

conclusions are discussed in Chapter 7 of this Thesis in relation to 

an assessment of the ‘success’ of the implementation of the 

Japanese railway privatisation policies.

The World Bank publication on the JNR privatisation acknowledges 

that “it would not be appropriate to generalise Japan’s experience 

of privatisation and apply it directly to other countries, because 

Japan’s experience is, in part, attributable to those unique 

economic and social environment in Japan at the tim e.’’is 

Nevertheless, it holds that “... fundamental lessons of the JNR 

experience can be highly applicable to other countries, making 

allowances for the individual circumstances of each country.”i9

The World Bank’s viewpoint was of "... the successful privatization 

of JNR”20, a conclusion shared by many other publications in 

English language sources. Thus, publications on behalf of Japanese 

organisations such as the Japan International Cooperation 

Agency2i, the Japan Transport Economics Research Center22 , and
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the Kokusai Daigaku Nichi-Bei Kankei Kenkyùsho (International 

University Japan-America Research lnstitute)23 have given a 

positive reaction to the JNR privatisation policies. In the UK, 

writers representing the Adam Smith Institute24 (the right wing 

economic ‘think-tank’), the International Railway Journal25, and 

the UK Ministry of Transport26 have similarly painted a favourable 

picture of the effects of the privatisation of the JNR.

Amongst academics specialising in transport issues. Professor 

Okano Yukihide27 stands out as having written positively about the 

JNR privatisation without going to the extremes of eulogistic 

praise. A similarly reasoned approach was taken by Suga 

Tatsuhiko28 in his paper Privatisation in Japan presented at a Rail 

Privatisation Seminar held in London in March 1992 under the 

auspices of the Institute of Civil Engineers.

Suga Tatsuhiko, then General Manager, Corporate Planning 

Headquarters East Japan Railway Company was also invited to give 

evidence (on 20 January 1993) before the UK Transport Select 

Committee29 to give his views on the outcome of the JNR 

privatisation and how its implementation might provide lessons
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for the proposed reorganisation of British Rail. The then Chairman 

of the Transport Committee, Robert Adley MP, in fact, referred to 

Mr Suga as "... in some ways our star turn. Not only have you made 

more progress in the implementation of a changed structure for the 

Japanese Railways but the very success of your railways and the 

amount of traffic you carry is something that most railways in the 

world would envy.”30

Amongst less favourable judgements (in English) of the JNR 

privatisation process are opinions that there are transport policy 

problems which remain in the post-privatisation era as expressed 

by Professor Imashiro Mitsuhide (Daitô Bunka University)3i, 

Associate Professor Yamamoto Tetsuzo (Waseda University)32, and 

by Associate Professor Abe Seiji (Osaka City University)33. These 

three leading academics writing on the privatisation debate have 

balanced the positive initial aspects of the break-up of the 

national railway with consideration of transport issues the 

resolution of which the JNR’s privatisation could not have 

achieved, such as the dissolution of the JNR’s indebtedness, and 

the future financing of railway investment.

27



The last mentioned source has developed an eloquent argument that 

any evaluation of the JNR privatisation would be incomplete 

without a financial analysis of the public corporations set up as 

part of the privatisation process to dispose of the massive debts 

inherited from the JNR public corporation, and to effect the 

division of the Shinkansen assets and liabilities. The example of 

Abe Seiji’s work is utilised in the analysis carried out in Chapter 7 

of the five year financial results of the post-privatisation JR 

Group, consolidating the two new public corporations, the JNR 

Settlement Corporation (Kokutetsu Seisan Jigyô Dan) and the 

Shinkansen Holding Corporation (Shinkansen Hoyù Kikô) 34.

Amongst those prominent in the pro-privatisation school of 

thought in Japanese language literature have been key participants 

in the administrative reform process such as Professor Katô 

Hiroshi and Dr Kakumoto Ryôhei. Katô Hiroshi, then Professor of 

Economics at Keio University, Tokyo, was Chairman of the Fourth 

Sub-Committee in the Daini Rinchô, and a member of the JNR 

Restructuring Supervisory Commission (Kokutetsu Saiken K a n ri 

l in k a i)  whose brief was to formulate practical means to effect 

the break-up and privatisation of the JNR.
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His judgement was that there were even in 1982 “No More Chances 

for the National Railway”35. An important fellow contributor to 

the privatisation debate was Dr Kakumoto Ryôhei. Dr Kakumoto i s 

one of the elite breed of Tokyo University law graduates. He was a 

member of the Shinkansen Development Group in the JNR and sat on 

its Audit Board. At the time of writing on the JNR privatisation 

issue36 he was a Director of the Japan Transport Economics 

Research Center in which capacity he had addressed the Katô 

Hiroshi chaired Sub-Committee of the Second Rinchô37, expressing 

the view that there was no alternative to the proposals to dissolve 

the JNR and privatise its operation.

Kusano Atsushi’s book Kokutetsu Kaikaku  (The Reform of the 

National Railway)38 is a further example of the pro-JNR 

privatisation position but is, in addition, as the sub-title would 

suggest - Seisaku K e tte i Gemu no Shûvakutachi - (The Main 

Players in the Game of Policy Decisions) - a thorough exposition of 

the political process of implementing the privatisation policies. 

Consideration of the financial results of the JR Companies at the 

end of their first and fifth years of operation has also been made 

in Special Issues of the Tokyo transport Journal Unvu to  K e iza i
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(Transportation and Economics)39 in Tokyo, which regularly gives 

comprehensive coverage of major transport issues in Japan.

Representative writers in Japan taking a less positive stance on 

the JNR privatisation include at least two of the academic authors 

whose work has also been translated into English. Those are 

Imashiro Mitsuhide‘̂ 0 and Yamamoto Tetsuzo, the latter casting 

critical eyes on the priority given to proposals to float the shares 

of the privatised JR companies on the stockmarkem. Isozaki 

Satoshi (a former JNR President) in his JR aa Kura ii ni Naru no wa 

Atarim ae Desu (It is Just a Matter of Course that the JRs are in 

the Black)42, has further pointed to the achievement of profits by 

the privatised JR companies as a natural result of the pre

conditions of the privatisation proposals.

A second key issue in this study is the examination of the 

adm inistrative reform movement and, in particular, the 

position within it of the Japanese National Railway. Abundant 

material on this topic is available for study, the proposed 

restructuring of government organisations being a subject of great 

interest in Japan in the mid-1980’s. In particular, significant
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contributions towards the administrative reform debate have been 

made by the aforementioned Professor Imashiro Mitshuhide^s, 

Ishikawa Tatsujiro^^, pr Kakumoto Ryôhei45, Katô Hiroshime, and 

Professor Okano Yukihide^/. Supporting material for the 

administrative reform movement has also been forthcoming in a 

Ministry of Finance publication written for it by Fujii TakeshHS, 

and by Yayama Tarò whose position as a Jiji Press journalist 

writing on transport matters was summarised i n Kokutetsu ni Nani 

o Manabu Ka - Kvodai Soshiki Fuhai no Hosoku (What Can One Learn 

from the National Railway? - As a General Rule Very Big 

Organisations Go Wrong)49 .

The thoughts of DokôToshio, the eminent Chairman of the second 

Administrative Reform Commission (Daini R inji Gyôsei Chôsakai) 

were expressed in 1981 in his Konomama It  tara Nihon wa Hasan Da 

(If We Continue in This Manner, Japan Will be Bankrupt)so. Dokô’s 

contribution towards the administration debate was amplified by 

the views of Mitsuzuka Hiroshi, in his position as Chairman of the 

LDP’S JNR Restructuring Committee. The Mitsuzuka opinions were 

succinctly summed up in Kokutetsu o Saiken Suru Hôhô wa Kore 

Shika Nai (This is the Only Way to  Reconstruct the National
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Existing publications on a number of other topics had an important 

bearing on the development of this thesis. An understanding of the 

process by which the JNR was reformedS4 into a Public  

C orporation in 1949 was, for example, greatly facilitated by a 

reading of material gathered by Abiko Yutaka, then a Manager in the 

Staff Relations Department of the JNR. Much of Abiko’s work, and 

that of the current Ministries of Transport and Labour is held in 

the Abiko Bunko (Abiko Library) of Unyu Chdsa Kyoku in Tokyo, and 

the research on the JNR’s public corporation phase was greatly 

aided by access to these unpublished papersss.

In the labour re la tio n s  field, the work of Ariga Sokichise, 

Ayusawa Iwaos/, once again Kakumoto Ryoheiss, and of Ishii 

Naoki59, the Managing Director of Kdtsu Tdkei Kenkyujo  in Tokyo 

was very relevant to consideration of the state o f  

managementdabour relations in the JNR era. In the same field,

Paul Noguchi’s study - Delayed Departures. Overdue Arrivals - 

Industrial Familialism and the Japanese National Railways is not, 

as might be thought from its main title an indictment of the 

operating inefficiency of the JNR, but an analysis of the concept of 

the industrial family as applied to the national railway
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operation60. it is "... about trains and the people who run them”6i 

and, as such, it also offers valuable insights on the JNR’s 

management:labour relations.

Analysis of the development of the Shinkansen high speed 

passenger network benefitted from the work of Kakumoto Ryôhei62, 

the reminiscences of the architect of the Shinkansen policy, from 

that of Sogô Shinji in his Tôkaidô Kôki Shinkansen (The Wide Gauge 

Shinkansen)63, and the JNR’s General Statement supportina its  

application to the World Bank64 for a loan to finance the 

construction of the Tôkaidô Shinkansen , further examined in this 

thesis in relation to the management of the national railway is the 

JNR’s Freight Division; the primary material in this area is by 

Nakanishi Kenichi, in Senao Nihon Kokuvû Tetsudô Ron (Discussion 

of the Post War National RailwayGS. Both Kakumoto Ryôhei and 

Ishikawa Tatsujiro have also produced prophetic work on the 

national railway’s freight operation, the former having prompted 

the Kamotsu Anrakushi Ron (Freight Euthanasia Debate) In the mid 

1 970 ’s66.
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Finally, in relation to the historical background to the 

development of the Japanese National Railway, regarded in th is  

study as critical to the analysis of the formulation of the la te r  

privatisation policies, there are several publications both in 

English and in Japanese which deal with the establishment and 

development of the Japanese national rail network. English 

language material is this field utilised in this study includes 

works by Professors Harada Katsumasa^/, and by Yuzawa Takeshies 

and from Tom Richards and Charles Rudd of Brunei University, 

whose Japanese Railways in the Meiii Period 1868 - 191269 

contains valuable information on the initial phase of the Japanese 

railway system. The early inception, and development of the 

railways In Japan is further covered in Imashiro Mitsuhide and Ian 

Smith’s Research Note on the History of the Private Railways i n 

Japan, this material being significant to the content of Chapter 1 

of this study70.
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Japanese language material on the history of the railways in Japan 

is available in further work by Dr Kakumoto RydhePi, in Kinoshita 

Yoshio’s Kokuvu Tetsudd no Shdrai (The Future of the National 

Railway)72 and In the JNR’s Nihon Kokuvu Tetsudd Hvaku Nen Shi 

(The Hundred Years History of the Japan National Railway)73,

2. Research Fieldwork

Having spent two years researching the topic of the Japanese 

National Railways from sources available in the UK, the author 

undertook the main fieldwork for this thesis during a period of two 

years in Japan. In the first year the writer was a Visiting  

Researcher in the Institute of Business Research of Daitd Bunka 

University, Tokyo, The second year was spent as Ishikawa Fellow 

of the Kotsu Tdkei Kenkyujo  (Institute of Transport Statistics) in 

Tokyo, during which time access was given to the Institute’s 

extensive library of Japanese railway related material.

Significant material was also derived from the library of Unyu 

Chdsa Kyoku (Institute of Transport Economics) in Tokyo and, 

particularly on the Occupation period, from the Kokuritsu Kokkai 

Toshokan (The Diet Library).
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The study has drawn on material from the published sources cited 

in the review of the relevant literature, much of it having been 

made available through the libraries in Tokyo cited above. 

Significant additional research material was also obtained from 

attendance at Transport Conferences in Tokyo^4 and particularly 

from an extensive number of interviews with a wide range of 

influential figures in various aspects of the Japanese National 

Railway operation's.

Those with whom research meetings were conducted are listed 

below, encompassing leading academics with specialist knowledge 

of transport matters and of the privatisation issue, members of 

various transport research institutes. Ministry representatives, 

current management officials from the JR companies, former 

management officials of the JNR, and former JNR labour union 

leaders. The subject matter of the meetings varied according to 

the specialist field(s) of expertise of each interviewee but the 

collective interviews encompassed the following topics:
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The establishment of the railways in Japan; the Allied Occupation 

of Japan; the JNR public corporation; JNR management:labour 

relations; the JNR in the administrative reform movement; the 

division and privatisation of the JNR; the post-privatisation 

operation of the JR Group; the private railway sector; transport 

policy in Japan.

The thesis quotes extensively from the material gathered in 

interview, primarily with full attribution to the source. However, 

in matters of a sensitive nature, the confidentiality of the 

interviewees has been respected, and a number of quotes are cited 

without attribution. A full list of the Research Interviews 

conducted by the author is contained in Appendix 1.

The thesis has therefore been compiled from a wide range of 

sources, encompassing English and Japanese language literature on 

the railways in Japan, and extensive verbal material derived from 

interviews with key figures in the Japanese transport field. The 

literature containing material related to this study is listed in the 

Bibliography and reference to material obtained in interview i s 

contained both in the text and in the Endnotes to each Chapter.
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The Position of This Thesis in Relation to Previous  
Academic Studies

In addition to the existing literature on the subject of the 

Japanese National Railways already surveyed, there is a body of 

academic work in the area in the form of PhD Dissertations. This 

study has utilised material from such previous theses, notably that 

authored by Eunbong Choi. The Ohio State University PhD 

Dissertation by Eunbong Choi, published in 1991, is entitled The 

Break-up and Privatization Policy of The Japan National Railways. 

1980 - 87: A Case Study of Japanese Public Policy-Making 

Structure and Process. Its particular strength is an analysis of the 

political process of the JNR privatisation but the analysis ends at 

the point where “The JNR break-up and privatization policy is now 

Just half accomplished ... an evaluation of Its success remains to 

be done sometime in the future.”76 Such an evaluation, not 

attempted by Choi, is undertaken in respect of the relevant 

political and financial factors in this present study.

Other PhD dissertations from which material has been obtained 

comprise those produced In 1980 by Le Trung Thuong (Michigan 

State University) on A Comparative Study of Administration of
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Nationalized Railroads in The United Kingdom. France. West 

Germany and Japan77; Key Whan Kim’s The Price and Output Policies 

of the Japanese National Railways 1949 - 1963. The University of 

California 197178; Mikio Hiqa The Role of Bureaucracy in 

Contemporary Japanese Politics. The University of California 

196879; and Ehud Harari’s The Politics of Labor Legislation i n 

Japan, also submitted to the University of California in 1 9 6 8 8 0 .

The works of Ehud Harari and Mikio Higa are particularly relevant 

to the discussion of the process of establishment of a public 

corporation structure for the administration of the national 

railway in 1949. Both studies contain valuable references to the 

debate then current on the merits and demerits of SCAP’s proposal 

to reorganise the national railway from a government agency to a 

supposedly autonomous public corporationBi, These previous PhD 

Dissertations82 on the subject of the Japanese National Railway 

having been acknowledged, it is pertinent to observe that this 

study adopts, by comparison, a wider basis of analysis. The works 

of Harari and Higa, for example, concentrated, respectively, on 

labour legislation and the role of the bureaucracy in Japanese 

politics in the post-War period, at least up to  the mid 1960’s.
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As such the period covered by these two dissertations i s 

considerably narrower than that encompassed in this thesis. 

Published some twenty-five years ago they could not, by 

definition, have dealt with the JNR’s lossmaking phase, nor its  

dissolution and privatisation. They did not, however, have any 

intention to deal with issues beyond their avowed specialisations 

and therefore do not incorporate any analysis on matters covered 

in this study such as the finances of the JNR operations or the 

historical background of the establishment and development of the 

national railways In Japan. The contributions they have made to 

the study of the relation between the legislature and bureaucracy 

in the formulation of policy in Japan have, nevertheless, already 

been acknowledged in this document, which makes several 

references to these valuable sourcesss.

The PhD Dissertation of Key Whan Kim has also been utilised in the 

examination of the JNR public corporation in operation in its  

profitable period. Its main analysis is on the period 1949 - 1963, 

although it also contains a summary of the prior history of the 

national railways in Japan. Choi’s work, as previously intimated, 

is similarly contained within a limited timespan, that of the
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1980’s, during which the policies aimed at the break-up and 

privatisation of the JNR were developed and implemented. The 

final JNR related PhD thesis quoted in this study is that written by 

Le Trung Thuong and, while there is no such time constraint as in 

the Dissertations of Choi and Kim, as a comparative study of the 

nationalised railways in four countries, it is only partially devoted 

to Japan.

One significant difference in the approach to the present study 

brought out by its evaluation in relation to previous Dissertations 

on the subject is that there is no intention to adopt the technique 

of cross-national comparative analysis. It is, however, 

acknowledged that it was the publication of opinions in non- 

Japanese sources84 on the privatisation of the JNR which aroused 

the intellectual curiosity of the writer to investigate the methods 

adopted to administer the Japanese National Railway. This study 

is unashamedly about the railways in Japan and their privatisation, 

in relation to previous systems of operation of the state railway 

network. The reader can use the information and views expressed 

herein to make Judgements on the applicability (or otherwise) of 

the Japanese system of managing its railway network as a model
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for other countries to adoptss, but no attempt is made here to come 

to any definite conclusion on such a question.

The adoption in this study of a timescale wider than that covered 

by many of the published sources in the field is justified by the 

requirement that only by examining the history of the national 

railway In its entirety can its recent privatisation be put in its  

proper context. Coverage of the national railway in all of its  

manifestations - government department, public corporation, and 

privatised enterprises -further enables this study to take issue 

with many of the conventions about the Japanese state railway 

operation.

Thus, this thesis adopts a questioning attitude towards the 

analysis of national railway policy. Specifically, the study sets 

out to test the validity of the following hypotheses:

- that the division and privatisation of the Japanese 

National Railway has produced definitive solutions to the  

problems inherent in the operation of the JNR as a public  

corporation
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- that the public corporation was, itself, an ‘ a lien  

concept’, and one imposed by a foreign administration on 

an unwilling Japanese governm ent

- that it is acceptable to evaluate the performance of the  

JNR in its public corporation mode singly on the basis o f  

its financial re s u lts

- that the state o f management:labour relations in th e  

JNR public corporation was inherently negative, and th a t  

this provided ju s tif ic a tio n  for its break-up and 

p riv a tis a tio n

- that the concept of a ‘po litic ised’ national railway only 

materialised w ith the adoption of the public corporation  

structure in 1 9 4 9 .

It is the approach of this thesis that hypotheses such as those 

above might be called to account, and which reinforces the 

conceptual and empirical foundation of the study. It is on this 

basis that it should be judged against the standards of previous 

literature on the subject of the national railways in Japan.
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INTRODUCTION ENDNOTES

1. The relationships referred to amongst those parties with an 
interest in the management, operation, and regulation of the JNR 
have involved, over the history of the national railway, the 
following groups:

(a) Politicians

The Cabinet of Diet Members The Research Policy 
Government Committee of Government
(Naikaku) (GiJn) (Seichokai)

LDP & Opposition 
Party MPs; the 
Transport specialists 

(Unyu Zoku)

(b) Bureaucrats

Ministry of 
Transport Unyushd)

Ministry of 
Finance (Okurashd)

Ministry of 
Labour (Rodoshd)

(c) Japan National Railways

JNR Management JNR Labour Unions

The changing balance of power amongst the various participants, 
and its effect on the administration of the JNR is discussed 
through this study. Wider consideration of the Japanese political 
process, particularly in relation to the operations of public sector 
organisations, is contained in Campbell, John (1977). Contemporary 
Japanese Budget Politics. Berkeley ; Koh, B.C. (1989), Japan’s 
Administrative Elite. Berkeley ; van Wolferen, Karel(1990), The 
Enigma of Japanese Power London ; and Yoshitake Kiyohiko(1 973), 
An Introduction to Public Enterprise in Japan. London.

2. Gow, Ian (1989), “Government - Industry Relations: Japanese- 
Style Public Corporations and Privatisation”, Japan Forum. Vol. 1, 
No. 2, October, pp.l73 - 190, examines the process of reorganising 
the public corporations in Japan in the context of the
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administrative reform programme of the early 1980’s, and 
assesses the effect of the privatisation policies on their 
organisational structures. His analysis encompasses the JNR, NTT 
(Nihon Denden Kôsha) , and the Tobacco and Salt Monopoly 
organisation (Senbai Kôsha) .

3. Noguchi, Paul (1990), Delayed Departures. Overdue Arrivals - 
Industrial Familialism and the Japanese National Railways. 
Honolulu, p.46.

4. Ibid. p.49.

5. Quotes from UK observers on the JNR privatisation are 
contained in pp. 18 - 22 of this Chapter. The sources of these 
quotes are given in Endnotes 10 - 15.

6. Even in the USA today - the epitome of free enterprise - there 
is a public presence in the national rail system, the establishment 
of AMTRAK - the National Railroad Passenger Corporation - in 1971 
providing a skeletal national network of long distance passenger 
services to add to the country’s remaining short haul private 
railway lines. Discussed in Salvesen, Paul (1989). British Rail - 
The Radical Alternative to Privatisation. Manchester, pp.57-59 ; 
and in Faith, Nicholas (1993), Locomotion. London, pp.229-235.

7. Salvesen (1989), refers to the involvement of governments in 
the developing railways of the world as a significantly more 
positive factor than was the case in the UK at the time (pp.l 1-12). 
He does not amplify this - but might have been justified in so doing 
- by referring to the early role of the State in the foundation of the 
national rail network in Japan, which culminated in the 1906 
nationalisation of the private trunkline railway companies (see the 
discussion in Chapter 1 of this thesis, on pp.60-66).
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CHAPTER 1

SETTING THE SCENE: THE DEVELOPMENT OF NATIONAL 
RAILWAY POLICY 1868 - 1949

The Inauguration of the National Ra i lways

In 1868 the form of centralised feudalism under the Shogunal 

system of government in Japan was replaced by the administration 

of a modernising elite intent on creating a progressive state. The 

revolution of 1868, usually described as the Meiji Restoration (the 

replacement of the Shoguns by the Emperor Meiji as the Head of 

State) can be regarded as a watershed in Japan’s development. 11 

finally ended a period (the Tokugawa Era) of some 200 years during 

which Japan was largely isolated from the rest of the world, and 

set in motion a transformation of national policies.

It is not the brief of this study to give a detailed account of the 

process of restoration of the Emperor, a topic which Is fully 

covered in many published sources'!. The initial context of this 

Chapter is, rather, the evolution of transport policy under the new 

Meiji government2, as a vital part of its strategy of modernisation 

of the Japanese political, social and economic systems. The Meiji 

regime began its administration in 1868 committed to policies
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which would transform Japan from a feudalistic state Into a 

modern industrialised nation. Within this framework, an important 

pre-requisite of the economic policies of the Meiji government 

was the development of an efficient communications network, 

deemed essential to the country’s modernisation and 

industrialisation. The construction of a national railway system - 

utilising foreign technology and expertise where necessary - was 

thus an integral part of this evolutionary process, to provide the 

transport communications required for the country’s rapid 

economic developments.

Consideration of the establishment of a nationwide rail network, 

to be adopted on grounds of national security, had actually 

preceded the Meiji Restoratlon4. These earlier plans were taken up 

by the newly established Meiji government and the railway building 

project became an important early priority. The first railway line 

was opened In 1872, only four years after the Meiji Restoration.

This was the line from Shinbashi Station in Tokyo to the port of 

Yokohama, a distance of some 18 miles.
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The construction of the Tokyo to Yokohama line, and the subsequent 

building of the first major trunk lines was dependent in the main 

on the importation of British technology, although German and 

American influence was also important in Kyushu and Hokkaido 

respectivelys. The Meiji government was, however, anxious to 

develop self-sufficiency as soon as possible, and by the early 

1880’s new lines were being developed with minimal foreign 

involvement. Independence in the financing of the new national 

railways was more difficult to achieve. Thus, although the 

government constructed the lines from Shinbashi to Yokohama, 

Kyoto to Osaka and Kobe to Osaka, it was difficult to extend them 

because of financial limitations. Under these circumstances, a 

new policy was adopted by the national administration which 

advocated the construction of railways utilising private capital, 

the government encouraging the establishment of private railways 

companies by providing financial incentives such as exemption of 

their landholdings from taxation^.
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M a p  2 M A J O R  T R U N K  L I N E S  C O N S T R U C T E D  1 8 7 2 - 1 9 0 5

Source : Adapted fro* data in Nihon Kokuyu Tetsudd(Japanese Nationai Raiiways). Nihon KokuyD Tetsudo
Hyakunenshi Bekkan(The Hundred Years History of Japanese Nationai Raiiways. Suppieaent Voiune). 
1973. p. 53-59.



T a b l e  1 M A JO R  TRUNK L I N E S  C O N S T R U C T E D  BY THE J A P A N E S E  I M P E R I A L
GOVERNMENT R AILW AY AND T H E  M AJOR P R I V A T E  R A ILW A Y S : 1 87 2 -  1 9 0 6

Line Route
Date of 
Establish- 

ment

Date of 
Nationali- 

sation
Line Route

Date of 
Establish- 

ment

Date of 
Nationali

sation

Tokaido Shinbashi — Kobe 1889. 7 - Sanin Kyoto ~  Sonobe 1899. 8 1907. 8
Ayabe

Yamate Tabata—Shinagawa 1903. 4 - Fukuchiyama 1904. 11 —

Aoya — Yonago 1905. 5 —

Akabane Akabane 1885. 3 -
Ikebukuro Maizuru Ayabe ~  Maizuru 1904. 11 _

Negishi Yokohama~ 1872. 5 -

Sakuragi-cho Kansai Karaeyama ~  Kamo 1897. 11 1907. 10
Yokosuka Ofuna ~  Yokosuka 1889. 6 — Kizu~Minatomachi 1896. 4 1907. 10

lida Toyohashi ~  Omi 1900. 9 1943. 8 Nara Kyoto ~  Inari 1879. 8 1907. 10
Momoyama — Nara 1896. 11 1907. 10

Osaka- Nishikujyo— 1898. 4 isC-1907. 10
Kanjyo Osaka ~  Tennouj i Kusatsu Kusatsu •— Tsuge 1890. 2 1907. 10

Fukuchiya- Amagasakiko ~ 1899. 11 »$1907. 8
Dia Fukuchiyama Sakurai Nara —• Takada 1899. 10 1907. 10

Hokuriku Maibara ■— Toyama 1899. 3 -
Katamachi Katamachi ~  Kizu 1898. 6 1907. 10

Nanao Tsubata —Nanaoko 1900. 8 1907. 9
Wakayama Wakayama~ 1903. 3 ij$1907. 10

Jyohana Takaoka ~Jyohana 1897. 10 1920. 9 Tennouj i
Kisei Nagoya ~  Taki 1895. 11 i?$1907. 10

Hinii Takaoka ~Fushiki 1900. 12 1920. 9
Sangu Taki ~  Iseshi 1897. 11 »$1907. 10

Chuo Ochanomi zu~ 1904. 12 »$1906. 10
Nagasaka Tohoku Ueno — Aomori 1891. 9 1906. 11

Fujimi ~  Seba 1906. 6 -
Nakatsugawa ~ 1902. 12 - Jyoban Nippori —Iwanuma 1898. 8 1906. 11

Nagoya
Matsumoto ~ 1902. 6 - Suigun Mito~Hitachiota 1897. 11 1926. 12

Shinonoi
Sanyo Kobe~Shimonoseki 1901. 5 1906. 12 Ryomo Oyaraa —Takasaki 1889. 11 »$1906. 11

Ban tan Himej i— Wadayama 1906. 4 1906. 12 Mi to Oyama ~  Tomobe 1889. 1 1906. 11

Tsuyama Okayama ~ 1898. 12 1944. 6 Nikko Utsunoraiya~Nikko 1890. 8 1906. 11
Tsuyamaguchi

Hukuen Okayama ~ 1904. 11 1944. 6
Higashisojya

Mine Asa ~  Omine 1905. 9 1906. 12



T a b l e  1 C o n t i n u e d

Line Route
Date of 
Establish

ment

Date of 
Nationali

sation
Line Route

Date of 
Establish

ment

Date of 
Nationali- 

sation

Hachinohe Hachinohe ~ 1894. 1 — Nagasaki Tosu ~  Nagasaki 1896. 11 1907. 7
Honhachinohe

Banetsu- Kouriyama — 1904. 1 1906. 11 Karatsu Kubota ■— Oshima 1903. 12 1907. 7
South Kitakata

Ou Fukushima ~ 1905. 9 - Sasebo Takeo — Sasebo 1896. 1 i«1907. 7
Aomori

Shinetsu Ctaiya ~  Niigata 1904. 5 i«1907. 8 Omura Haiki —• Omura 1905. 4 -

Soubu Ryogoku —Shinsei 1904. 4 1907. 9 Nippo Kokura~ 1897. 9 1907. 7
Yanagigaura

Sotobo Chiba ■— Ohara 1899. 12 1907. 9 Hita- Gotoj i~Nishisoeda 1903. 12 1943. 5
hikosan

Nari ta Sakura~ Sawara 1898. 2 1920. 9 Chikuhou Wakamatsu — 1901. 12 58C-1907. 7
Abiko — Narita 1901. 4 1920 9 katsuragawa

Gotoji Kigyo ~  Gotoji 1897. 10 _
Togane Oami ~  Togane 1900. 6 -

Hakodate Hakodate— 1905. 8 i«1906. 10
Tokushima Kawa da~To ku sh i ma 1900. 8 1907. 9 Asahikawa

Sekisho Oiwake ~  Yubari 189Z 11 1906. 10
Dosansen Takamatsu ~ 1897. 2 1906. 12

Kotohira Muroran .Muroran — 189Z 8 i«1906. 10
Kagoshima Mo j i ko~Ya tsushi ro 1902. 12 1907. 7 Iwamizawa

Nemuro Huraño— Ochiai 1901. 9 _
Kashii Saitozaki ~  Umi 1905. 12 1944. 5 Obihiro —Kushiro 1905. 10 -

Sasaguri Yoshizuka ~ 1904. 6 — Furano Asahikawa •—Furano 1900. 8
Sasagur 1

Misumi Uto ~  Misuffli 1899. 1 Soya Asahikawa —Nayoro 1903. 9 —

f^ote: ^  Lines constructed partly by the ICR and partly by private railways.
Source : Adapted from data in Nihon KokuyQ TetsudoCJapanese National Railways). Nihon Kokuyfl TetsudS

Hyakunenshi Bekkan(The Hundred Years H istory of Japanese National Railways. Supplement Volume). 
1973. p. 6. 60-65.





The Development of Private R ailw ays

In 1881, the Nihon Railway Company (Nihon Tetsud6 Gaisha) was 

founded as Japan’s first private railway, and proceeded to 

construct a succession of long distance lines to the Tohoku region 

in the North East. Prompted by its success, and by that of the 

Nankai Railway Company in Osaka, the first railway investment 

boom occurred in the late 1880 ’s. This resulted in the 

construction of a network of privately constructed trunk and 

branch lines. By 1895, the private rail network had reached the 

figure of over 1700 miles, almost three times as long as the track 

operated by the government railway (see Map 2 and Tables 1 and 

2 )7 .

By the early 1900s, following expansion by the state railway, the 

nationwide network of trunk lines was virtually complete. Table 1 

shows the major services inaugurated by the Imperial Government 

Railway (IGR) and by the major private railways. The national 

network was still run in parallel with the more local services 

provided by the various other private railway companies, whose 

overall route network length even in 1905 was more than double 

that of the Imperial Government Railway (again see Table 2). The
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split of the governmentrprivate rail network then changed 

dramatically with the nationalisation of the private trunk line 

companies in 1906.

Nationalisation of the Major Private R ailw ays

The decision to take all trunk lines into government ownership was 

made in the aftermath of the Russo-Japanese War (1904 - 5), on 

the basis that centralised control of the rail network was not only 

necessary in terms of military considerations but was also vital 

for the country’s strategic industrial development. However, the 

issue had been under discussion for a considerable period, and the 

final verdict in favour of nationalisation was the manifestation of 

the views of those in the Japanese government who had been, from 

the outset of the construction of the railway network, opposed to 

the development of private railways^.

The legislation for the nationalisation of the seventeen main line 

private companies had actually already been foreshadowed by the 

Railway Construction Act of 1892. This Law established the 

principle of the Government designating those lines which should 

be built In the future, and authorised the state to acquire the
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existing private railways. It also provided for the subsequent 

acquisition of other private lines which the government might 

initially permit to be constructed, in the interests of the 

development of an efficient and technically uniform national 

communications system.

To this early identification of the requirement, for economic 

development reasons, for a technically standardised national 

communications network was added the perception of the strategic 

importance to the country’s national defence of an integrated state 

railway system. The conviction of the crucial role of the railways 

in wartime was also established in Government circles a decade 

prior to the nationalisation policy, in fact during the Sino- 

Japanese War of 1894-5. In that campaign the Honshu rail network 

was critical to strategic movement of war materials, and the 

national railway was thus a key factor in the conduct of national 

military pollcys.

This ‘national strategy’ argument became compelling with the 

outbreak of the Russo-Japanese War in 1904 , this m ilitary  

campaign being the catalyst for the plans being drawn upio (while
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the War was m progress) for the legislation to engineer the 

complete take over of the strategic private trunk lines needed for 

the country’s security. The principle which was thereby adopted 

for the separation of, and the granting of higher priority to 

military train services was one, moreover, which remained firm ly  

established in the post-nationalisation era. As Harada Katsumasa 

states

Learning a lesson from their experience during the war, 
Japanese railway operators from 1906 on made it their usual 
practice to draw lines for military trains first in preparing 
train schedule diagrams, so that military trains could be 
operated at any time required without altering the schedule 
of civilian trains.n

The Railway Nationalisation Act (Tetsudd Kokuyu Ho) was thus 

passed in 1906 and the nationalisation of 17 private railways was 

completed by the following year. This placed all of the country’s 

trunk lines in government hands (as shown in Map 3) and 

significantly increased the scale of the state railway operation.
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Ma p  3 P O S T  N A T I O N A L I S A T I O N  MA J O R  TRUNK L I N E S  OPERATED T E D  
B Y  THE I M P E R I A L  J A P A N E S E  GOVERNMENT R A I L WA Y  ( IGR)

Source : Adapted from da t a  in Harada Katsumasa. Nihon No Kokutet suINatlnnal  Raiiway of Japan).  1984. p. 30.





The Post-Nationalisation Railway Development

The immediate post-nationalisation period was marked by rapid 

increases in demand in both passenger and freight traffic, during 

which time the national railway began to establish a near 

monopoly position in the land transport market. The impact of this 

on the business of the state railway, shown in Table 3, is as 

reproduced from a Railways Bureau publication, Tetsudô Tôkei 

Y ô r a n .^2 The period covered by this Table is from the year 

following nationalisation (Meiji 40 or 1907) to Taishô 5 (1916), 

ten years in which the passenger and freight volume of the national 

railway grew at unprecedented rates.

Despite the fact that the official English name. Imperial 

Government Railways, continued to be used, the post 

nationalisation railways gradually became known as the Kokutetsu, 

or national railway. After nationalisation, the railway authority 

was restructured into a new organisation called the Tetsudôin  

(Railways Bureau). With the establishment of th e  Tetsudôin  in 

1908, the Imperial Government Railway underwent major changes 

and the substance of the national railways, operating on an 

accounting system independent from the Government’s General
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Accounts was formed. The preservation of this principle of 

independent accounting in the enlarged national rail administration 

after nationalisation served to enhance the impression of the state 

railway system as a unique and powerful organisation within the 

Japanese bureaucratic hierarchyi3.

The advantage of promoting the environment of an institution with 

a special, distinct character was also seen by Gotô Shinpei, then 

President of the Tetsudôin (Railways Bureau), who advocated the 

principle o f the Kokutetsu tkka  (National Railway Fam ily)i4jn  

which the national railway was regarded as an independent 

organisation following the style of the German state 

administration. The aim of Goto's principle was to generate in 

employees taken over from the private railways a self-awareness 

and sense of togetherness as employees of the national railway.

He also intended through this principle of autonomous operation to 

prevent intervention by political parties in the management of the 

national railway. The development of this concept of the National 

Railway FamilyiSwas a key characteristic of the operation of the 

state railway organisation in the period up to the Second World 

War.
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Goto’s wish, as outlined above, to minimise political Involvement 

in the management and policies of the national railway was, in 

practice, unfulfilled. Instead, from around the time of World War 

1, when Japanese party politics became active and politicians 

were eager to have railway lines extended into their favoured 

constituencies, the national railway was identified as a medium 

for political gain.

The first significant demonstration of political intervention in the 

operation of the state railway was the instigation of the policy of 

Kenshu K a iju  (Priority on New Construction). This policy, 

promoted by Hara Takashi of the Seiyukai political party! 6̂  stated 

that investment In the railways should be aimed mainly at the 

building of new lines, while the improvement of existing lines 

should be postponed. Most of the proposed new rail services at 

that time were to be provincial lines, while the existing lines 

were trunk routes, so Hara’s policy was geared to the construction 

of rural lines which would gain favour from local Interests! 7.

Opposed to the major extension of the national network to  rural 

areas, the railway administration (led by the Tetsuddin President
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Got6 Shinpei) advocated a counter-policy of Kaishu Kenju (Priority 

on Renewal), arguing that investment should be directed to the 

improvement of trunk lines including the laying of double tracks, 

electrification, and the consideration of broadening the gaugeis. 

Ahead of its time, the Got6 plan was rejected; the Seiyukai party 

successfully prevented the gauge-widening project from being put 

into practice and, instead, promoted the Railway Construction Act 

(Tetsudo Fusetsu Ho) of 192219. This Act laid the foundation for 

the construction of a nationwide network of lines to be 

constructed by the national railway, and ‘set in train’ the process 

of building local lines whose unprofitability was to become a 

major burden on the JNR as a public corporation in the post war 

period20.

The 1 920s thus saw continued expansion of the network (the 

contrast between pre and post nationalisation being shown in Maps 

4 and 5) in response to the growth in traffic volume. Abundant 

profits into the 1930s funded improvements to the trunk line 

services, the repayment of the fund for the nationalisation of the 

railways, subsidies to the private railways, and the construction 

of rural lines.
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The national railway, freed by government statute (in the 1906 

Railway Nationalisation Act) from competition from any new 

private rail services which might impinge on its own operations, 

enjoyed a phase of growthzi which was only later matched by the 

1950s. The investment in new transport capacity was such that 

the length of the total route network at the end of the 1930s was 

only some 10% less than the figure which prevailed in 1991 (see 

Chart 1 )22.

The state rail network (as envisaged by the 1922 Railway 

Construction Act) was, consequently, broadly in place by the 

1 930s. Although therefore greatly expanded in scale, the quality 

of operation of the national railway was nevertheless severely 

tested by the military expansion polices promoted in that period23. 

Planned investment in new strategic trunk lines was thus 

‘postponed’, funds were diverted to be used for the purchase of 

rolling stock and other capital equipment for the movement of war 

materials, and during World War II, profits from railway services 

were even syphoned off to finance the supply of armaments to the

military24.
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The only compensation for the shortage of investment funds during 

the War was the use of intensive labour In the running of the 

railway services. This was not, however, a sustainable alternative 

as the conscription of skilled railway personnel for military duties 

lowered the quality of the remaining staff who were therefore 

unable to sustain the full working of the state railway network.

The continuing increases in traffic volume were carried by the 

railways only by overusing track and equipment to the extent that 

they became grossly inefficient. The higher freight tra ffic , 

moreover, did little to benefit the national railway directly, since 

the government ensured that tariffs were used to subsidise the 

transport of war materials. The effect of the over-intensive use 

of facilities, exacerbated by the effects of Allied bombing on the 

infrastructure, was that the government railway’s financial 

position, hitherto a strong one, began to deterioratezs.
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A Summation of Government Policy on the N ationa l 
Railway 1868 - 1945

The experiences of the 1930s and the Second World War provide 

confirmation of the position in Japan of the state railway as an 

instrument of political, rather than simply of economic, policy.

The adoption of policies for the national railway to serve the 

vested interests of the bureaucracy and of parliamentarians had in 

fact, however, been established from the early days of the 

railways. The policy approach towards the state railway was 

devoid of any consistency in terms of national transport 

requirements, rather it was the case that the function of the 

railways could be of flexible interpretation, to be redefined 

according to the political priorities of the time.

Political considerations were to the fore as early as the process 

leading to the decision to nationalise the main private railway 

companies in 1906. This nationalisation policy initiative was 

initially a military matter, a technically standardised state 

railway network at that point in time being used as a pillar of the 

strategy for national defence.
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In the 1920s, the role of the national railway acquired a different 

definition, the expansion of the railway network being used by 

politicians as a means of gaining kudos - and electoral support - 

from the construction of local lines. While apparently done on the 

basis of providing rail services to rural areas, the motivation for 

such policies was much less related to concerns with the 

efficiency of the state railway than with what beneficial side- 

effects they would have for politicians and political parties.

The development of a strong national railway from the 1920s was, 

moreover, used as the basis for building a bureaucratic empire 

inside the K oku te tsu . The prestige of the Imperial Government 

Railway in the Goto Shinpei mould, even in its metamorphosis into 

the Kokutetsu, had the unforeseen consequence of creating a 

railway administration more concerned with the preservation of 

its own high status than with maintaining efficiency and financial 

self-sufficiency26.

Finally, the revival of military expansion in the early-1 930s  

resulted in the taking over of the state railway for grandiose 

‘national’ purposes, the impact of which on the rail infrastructure.
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and on the efficiency of services to the public, was not considered 

a high priority by its proponents.

The adaptability of the national railway in serving varying ends 

was no doubt a political expedient of great value. The 

identification of the railways as a convenient servant of vested 

interest groups had a significant bearing on the structure and 

development of the state railways over the forty year period from 

the implementation of the nationalisation of the private trunk 

services in 1906. While the national railway retained its high 

status in the bureaucratic hierarchyzz the impact of these 

variations in government policy on the railways became less 

favourable In practical terms through each phase up to World War 

Two. The legacy of the final period of nationalist expansion was 

such, moreover, that it left the state rail system in dire need of 

new policies aimed at its rehabilitation In the post war period.
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THE NATIONAL RAILWAY AND THE OCCUPATION: POLICY 
AIMS AND IMPLEMENTATION 1945 - 1948

The Allied Occupation

Following Japan’s surrender in World War II, the Allied Occupation 

of the country began in September 1945. For almost seven years, 

until April 1952, the Supreme Commander of the Allied Powers 

(SCAP) administered the country through the issue of policy 

directives to be implemented by the Japanese Government. The 

Occupation’s basic aim was to effect what the SCAP 

administration saw as the necessary démocratisation of Japan28, 

the major features of which were the promotion of civil liberties, 

the establishment of a democratic labour movement, as well as an 

Intended reform of the bureaucracy.

Sufficient time was, however, not allowed to elapse for the 

realisation of these lofty objectives. Within two years of taking 

over the nation’s administration, a change in SCAP’s perception of 

how Japan should develop led to a major shift In Its attitudes 

towards the country’s economic and social structure. What began 

as a broad policy encompassing Western ideals of individual 

freedom and responsibility soon narrowed - as the SCAP
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administration took fright at the extent to which it perceived the 

Japanese people were adopting the new democratic principles - to 

an aim to rebuild Japan economically and politically into a strong 

US ally in the Far East against the rise of Communism in the area.

These aspects of the Allied Occupation of Japan have been the 

subject of considerable academic study and many broad social and 

political themes will not be dealt with here29. in looking 

specifically at the national railway, however, the Occupation was 

the political context for the development of post-War transport 

policy and the swings in political mood in that period - with the 

initial implementation of SCAP policies of démocratisation and 

with their quick replacement by other less elevated priorities  

which reinstated many of the old Japanese administrative 

practices - can be identified in microcosm in the operations of the 

JNR. As will now be expounded, the changes in policy towards the 

state railway organisation from 1945 to its restructuring as a 

public corporation in 1949 were therefore the epitome of the 

oscillations in national administration strategy which took place 

in the same timespanso.
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The Restructuring of the National R ailw ay

The national railway at the end of the Second World War was, like 

the general Japanese economy, in a state of collapseSi. The need to 

rehabilitate the national railway was appreciated immediately by 

the SCAP administration, which realised early on that an efficient 

land transportation system was essential for the recovery of the 

Japanese economy. Because of the country’s traditional 

dependence on rail as a mode of transport of goods and people, the 

national railway figured prominently in the SCAP objective of 

rebuilding the economic infrastructure.

The immediate task was to assess the condition of the national 

railway, and this was undertaken with alacrity by the newly 

established SCAP Civil Transportation Section (CTS). The findings 

of the CTS officials were very influential in the development of 

SCAP’s economic and financial policies for the railway and, 

significantly, helped shape the changes In its system of 

administration. The SCAP evaluation of the state of the railways, 

and of its administrative structure, are contained in the following 

observations:
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Land transportation in post war Japan depended almost 
entirely on the railway system. ...Although Japan had a well 
developed railroad system, it was naturally wasteful because 
politically organised. Its operational efficiency had been 
further lowered by years of overuse, deferred maintenance, 
and the transfer of personnel, supplies and materials to 
wartime projects. The heavy demand placed on the railways 
after the diversion of coastwise freight to rail lines 
beginning in 1942 was an important factor in the 
deterioration of facilities and equipment. Because of the 
limited supply and poor quality of repair and construction 
materials, the tremendous increase In freight traffic was 
resolved by overloading all facilities ...

...The close of the War, moreover, found freedom of 
enterprise and individual initiative almost non-existent in 
fields previously open to competition. Private rail and motor 
transport facilities were controlled by the Ministry of 
Transport in the interests of national policy. The fact that 
the Ministry was responsible for administration and 
operations, in turn, prevented the successful and desirable 
functioning of the Ministry as an administrative and 
regulatory agency.

...The establishment of an efficient business structure for 
the state railway was a major SCAP responsibility since 
their financial condition so greatly affected that of the 
Government itself. Operated by and as a bureau of the 
Government, political aims predominated throughout the 
railway system. Wasteful practices resulted from the 
emphasis on serving local communities where political 
leaders would gain benefits. Pre war price levels and wages 
made such practices possible without having too serious an 
effect on the railways’ financial condition. Accounting 
practices and methods, moreover, made It possible to conceal 
deficits in such a way that an appearance of prosperity was 
maintained until 1945.32
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These comments indicate that the SCAP administration set great 

store on the restoration of the national railway as a means of 

promoting economic recovery in Japan. They also clearly 

demonstrate that a reform of the administrative structure of the 

state railway was an important priority, without which economic 

and fiscal measures to rehabilitate the country’s transport system 

would be rendered ineffective.

The national railway’s overall “appearance of prosperity”, which 

had been preserved up to  the end of hostilities had soon vanished in 

the immediate post war period in the face of “changing economic 

conditions such as the necessity for paying living wages to 

employees and meeting the rising costs of materials.”33 As a 

result, and as shown in Table 4, the national railway was in deficit 

by 1946.

The appreciation by the SCAP administration of the poor condition 

of the national railway, and of the Important economic role of 

improving the transport infrastructure, thus led to policy 

measures concentrating on the financial reconstruction of the rail 

network.
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The key element was the adoption of the specific policy aim of 

revising tariff rates in line with general wages and price levels, 

which would therefore have covered the railway’s increases in 

operating costs. This attempt at ‘economic pricing’, introduced as 

an independent policy by the national railway was not, however, a 

success. Indeed, it foundered as a result of its variance with the 

objectives of official government economic policy. As a result, 

instead of tariff revisions concurrent with increases in costs, 

adjustments in rail fares were unrelated to the JNR’s financial 

position and were determined by overall national economic and 

political feasibility34.

It was therefore clear to the SCAP administration that new 

financing policies for the JNR would not succeed were they not to 

be accompanied by major structural changes in the operation of the 

national railway. Indeed, the SCAP evaluation of the pre-War 

Japanese transport system which it, in effect, inherited had 

already identified that “many of the deficiencies in the then 

current organisation stemmed from the fact that the (Transport) 

Ministry was both operator and regulator of the state railways, and 

that its activities were dominated by them.”35 Weaknesses which
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had been identified in the running of the railways by the Ministry 

of Transport were “particularly the lack of clear authority to  

administer transport legislation, lack of comprehensive and 

adequate regulation, and the lack of clearly delegated 

responsibility to plan for the transport system.“36

A Wider Debate on JNR Reform

It was not only the SCAP administration which saw the 

reformation of the state railways as being necessary in the 

immediate post war era. To correct the structural weaknesses 

mentioned above

... studies were undertaken by the government and SCAP 
beginning in January 1947. These studies revealed the 
necessity for separating the operating functions from the 
administrative functions of transportation and for 
establishing the predominant place of administrative 
functions in the transportation system.37

II
I -

Abiko Yutaka, then General Manager of the JNR’s Staff Section (and

later to be the National Railway’s Vice President) further confirms

that official Japanese thinking on the issue of reform of the state

railway operation had itself, already reached an advanced stage.

Even before receiving the MacArthur letter, the management 
structure of the national railway had been put into question 
by the Japanese Government. Should the railway operate on a 
self financing basis, should rationalisation of its
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management be made, were some of the key issues discussed. 
In any case, it was at a point at least where the government 
was considering separating the Ministry of Transport’s 
supervision and administrative section from the state 
railway’s business management section.38

The consideration - quoted by Abiko - which the Japanese

government gave to the restructuring of the national railway

involved the research activities of the Tokyo Institute of

Transportation Economics (Unyu Chôsa Kyoku or Unchô). According

to its present Director Maeda Kiyoji39, this Institute was, in late

1947, a constituent part of a Ministry of Transport Committee

charged with a review of the operational structure of the national

railway, its management systems, the relationships with both the

MoT and the Diet, and the method of determining tariff rates.

The Unchô Committee, in reviewing the then present state of the 

JNR’s management, further investigated the policy objective of 

making the national railway operation independent of general 

government financing. In this process, close study was made of 

public sector corporations in the Soviet Union and of the New Deal 

policies In the USA typified by the Tennessee Valley Authority. 

GHQ’s own evaluation was of the significant role of the national 

railways in civilian Japan; it was on this basis that action was
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taken as an early priority to deal with the economic, social and 

political aspects of their operation. In addition to its financial 

rehabilitation, this involved the desire to cut down bureaucratic 

influence on the Kokutetsu in the shape of a removal of the 

Ministry of Transport’s control over its operation, and the 

enactment of laws granting fundamental rights of organisation to 

labour^o, it is in this sense that the policies adopted for the state 

railways^i can be seen as SCAP strategy for the Japanese nation in 

miniature.

The Changing C lim a te

The inauguration of a ‘reverse course’ by the SCAP administration 

...which involved making economic recovery first priority when 

it had not even been on the list of priorities to begin with . . .”42 had 

no specific starting date. It instead developed gradually, not least 

by the expedient of a reducing commitment to the implementation 

of the original démocratisation policies of the Occupation.

Two aspects of the SCAP ‘reverse course’ were highly relevant to 

the national railway, namely the reshaping of the policies 

originally intended to reform the bureaucracy and of those which
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had encouraged the establishment of a Western-style labour 

movement in Japan. With regard to the first, in relation to the 

implementation of the initial programme of ‘purging’ the right 

wing elements of the bureaucracy^a there had indeed, been early 

evidence of doubts within the SCAP administration^4 as to its  

rationale in the context of the, by then, top priority to revive the 

Japanese economy. The original Purge had been designed to rid the 

Japanese government service of the nationalistic and m ilitary  

inclined elements of the order which prevailed In the 1930s and 

during the Second World War. In practice, however, “While the 

purge was designed to achieve both d e m ilita r iz a tio n  and 

dem ocratization, its implementation emphasized demilitarization 

and barely scratched the surface of the bureaucracy.”45
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T a b l e  5 PURGE OF JAPANESE CI VI L SERVICE 1 9 4 6 - 1 9 4 7

Ministry Number Screened Number Passed Number

Removed/ Excluded

Education 1.805 1.727 78

Home Affairs 564 244 340

Justice 252 215 37

Finance 223 218 5

Transportation 170 152 18

Foreign Affairs 153 107 46

Cabinet Office 144 138 6

Welfare 120 97 23

Agriculture and Fisheries 120 105 15

Communications 13 13 0

Other Public office Holders 5. 356 4. 837 495

Total 8. 920 7. 853 1.063

SourcerSCAP. History of the Non-Military Activities of the Occupation of Japan 1945-1951. 

Vol.3.PoIitical and Legal.Part A;Vol.6.The Purge. p34.



As a consequence , in terms of changing the behavioural patterns of 

the bureaucracy, the ‘reform’ was conspicuously unsuccessful. 

Specific to the topic of this study, the Purge failed to alter the 

‘conservative’ attitude of the Departments in the bureaucracy 

whose co-operation would be essential In implementing SCAP’s 

proposals to reorganise the running of the state railways. As 

shown in Table 5, the Ministries most closely concerned with 

railway matters. Transport and Finance, escaped lightly in the 

Purge, certainly by comparison with the Impact on the politically 

sensitive Ministries of Education and Home Affairs. In the Finance 

and Transport Ministries, 393 senior civil servants were screened, 

and only 23 purged, and the overall result was that the spirit of 

the bureaucratic system In which “as officials of the Emperor, 

they had a status above and beyond the reach of the people, the 

legislative body, and the political parties”46 continued to prevail.

The second aspect of the re-evaluation of policy vital to the 

national railway was in the labour field In which the SCAP 

administration began to have second thoughts on the validity of a 

‘labour movement’ towards the end of 1946. The very rapid growth 

in trade union membership^?, and the success of the Communist
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Party in becoming the driving force in union politics were 

undoubtedly signal elements in the process of overturning SCAP’s 

hitherto pro-labour stance.

Growth of union membership had been particularly significant in 

communications and transport, workers in these two sectors 

accounting for 85% of the total labour organisations at end 1947. 

Table 6 shows the development of labour unions in the 

transportation sector. There is little doubt that the substantial 

increase in union membership in this field was closely correlated 

with the activities of the Japanese Communist Party. The 

Communists had already had early success in approaching factories 

to stimulate interest in trade unions and an aggressive campaign 

during 1946 was instrumental in a marked upsurge in the numbers 

joining unions in the docks, and in the state railways^s.
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The first trade union among government employees was the 

Federation of Government Railway Workers (Kokutetsu Sôren) , 

inaugurated in March 1946 by a series of local unions. This 

Federation was replaced in June 1947 by a single national railway 

union, the Government Railway Workers Union (Kokurô) ^9. As can 

be seen in Table 7, union membership in the state railway was 

immediately substantial, reaching its highest level in 1948 and 

remaining a major force in the public sector unions after the 

creation of the Japanese National Railway public corporation in 

July 1949.

The decision to turn back the tide of labour reforms was influenced 

by the practical experience of the SCAP administration in dealing 

with the union movement. The impression gained in the Labour 

Section of SCAP was that “Indifference to union affairs among 

union members and the pattern of multiple affiliation, which 

created a maze of intermediate union bodies and effective minority 

control, made it easy for top union officials eg the Communists to 

exercise control of unions for political purposes.”so This was 

epitomised by the activism of the national railway labour unions.
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the tactic of interference with the running of mainline services 

being adopted within months of their formation in March 1946.

The rail union position hardened further in August 1946 as a 

reaction to a government’s proposal that 130,000 temporary 

workers in the state railway be dismissed in order that ex- 

servicemen and repatriates from military service overseas could 

be employed. The Government Railway Workers’ Union’s opposition 

almost led to a national rail strike in September 1946 but the 

dispute was settled, after intervention by PM Yoshida. The 

solution, resulting in the hiring of the repatriates and ex 

servicemen without the sacking of any temporary workers, became 

a costly legacy for the JNR public corporation when it was 

established in 194951. As further discussed in this Chapter, some 

95,000 employees of the JNR were, in fact, dismissed prior to the 

commencement of operations by the public corporation in June 

1949. This did not, however, go anywhere near to offsetting the 

effect of the earlier obligation to employ 168,651 war repatriates, 

and the net result was the institutionalisation of a policy of 

employing excess labour in the national railways.
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There was a further ‘struggle’ for higher wages for government 

workers in the latter months of 1946 with the Kokutetsu Sóren 

and Z e n te i unions at its focus. Prime Minister Yoshida’s New Year 

1947 radio broadcast referred to the actions of the labour leaders 

as F u te i no Yakara - translated by Ayusawa Iwao as “gang 

lawlessness”52 but this did not prevent the announcement by the 

unions’ All Japan Joint Struggle Committee (Zenkoku Ródó Kum ia i 

Tóso lin k a i)  of a proposed National Strike for 1 February 1947.

Despite a meeting at GHQon 30 January between SCAP labour 

officials and the unions’ Joint Struggle Committee at which 

moderation of the unions’ position was counselled, it looked 

certain that the strike, due two days later, would go ahead. That i t 

did not was due to General MacArthur’s formal prohibition orderss 

issued late on 31 January prohibiting the General Strike. The 

labour unions immediately called off the General Strike and 

disbanded their joint struggle organisations. Moreover, they 

quickly renewed negotiations with the government on public sector 

pay and conditions. By late February 1947, in fact, agreements 

were reached for wage increases with the government sector 

labour unions encompassing the supposedly militant Government
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Railway Workers’ Union, Kokutetsu Sôren , and the Communications 

Ministry Union, Zentei.

Civil Service Reform Leg is la tion

Despite the capitulation of the unions in the General Strike issue, 

the experiences in the labour market in the build-up to the 

proposed General Strike still reinforced SCAP’s fears that there 

remained a threat to the stability of the State, and this 

strengthened the Occupation administration in its resolve to ‘get 

tough’ with the labour unions54.

The reverse of the previous liberal intentions towards labour 

rights was, moreover, given a sharper focus when combined with  

proposed new legislation in relation to the civil service, and the 

operation of public sector organisations. This legislation took the 

form of the National Public Service Law (Kokkô Hô) of 21 October 

1947, which was the intended culmination of the US Personnel 

Advisory Mission to Japan (commonly known as the Hoover Mission) 

which had begun Its review of the Japanese Civil Service i n 

December 1946.
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The leader of the Mission, Blaine Hoover, then President of the 

Civil Service Assembly of the United States and Canada, was 

charged with the duty of producing a civil service reform bill i n 

line with SCAP’s original intention to make the Japanese 

bureaucracy democratic and efficient. The Hoover Mission’s stay in 

Japan, however, coincided with the period leading up to the 

proposed General Strike and beyond and, as such, its members were 

able to obtain ample evidence to support the, by then, revisionary 

SCAP opinion that the public sector unions were a subversive 

element which must be crushedss.

During the period of discussion on the terms of the new Law, 

however, the Socialist party gained control of the Japanese 

government for the first time. From the time of the General 

Election of April 1 947 the Socialist led coalition under PM 

Katayama Tetsu, shifted the weight of opinion against the 

proposals. The draft which became law in October 1947, at which 

time Blaine Hoover had returned temporarily to the USA, had 

therefore more than a hundred alterations and deletions compared 

with the original56. it did not include Hoover’s original provisions 

to ban strikes or to  deny collective bargaining rights to
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government employees, nor did it contain the proposed curbs on the 

power of the upper bureaucracy. In fact the Act satisfied no 

interested party except for the bureaucrats, whose position 

effectively remained inviolate, while the unions were left with the 

feeling that theirs was only a temporary reprieve from further 

repressive legislation from GHQ.

The Mashokan (The MacArthur L e tte r)

From the failure of the first National Public Service Law it was 

the firm intention of the SCAP administration to revise the 

relevant legislation. That objective was finally put into effect by 

the issuance of a letter signed by General Douglas MacArthur, 

Supreme Commander of the Allied Powers, to the Japanese Prime 

Minister Ashida Hitoshi, on 22 July 1948. The Mashokan (the 

MacArthur letter) set out the terms for the proposed recasting of 

the National Public Service Law to make a clear distinction 

between labour relations in the private and in the public sectors. 

Specifically, the new National Public Service Law was designed to 

introduce restrictions on the collective bargaining rights of public 

sector workers, to be accompanied by a prohibition on strikes by 

government employees.
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The definition of government employees to whom these new

restrictions would apply was, however, restricted to exclude

certain government enterprises of which the national railway was

the principal one. Specific recommendations in the Mashokan

were, in fact, aimed at the national railway which, along with the

Tobacco and Salt Monopoly organisation, was deliberately and

categorically offered a set of proposals for its reorganisation

much less onerous that those which were to apply to the bulk of

the Government service. The Mashokan plan for the state railways

was embodied in the following:

... So far as the railways, salt, camphor and tobacco 
activities presently under Government ownership, I believe 
that employees thereof might well be exempted from the 
regular civil service. In this event, however, public 
corporations should be established by appropriate action to 
manage and operate these activities. Proper provision should 
be made for standards, policies and procedures of 
employment, and ... substituting mediation and arbitration 
measures for the protection accorded others under the civil 
service safeguards should be provided to the public interest 
against any interruption of operations resulting from 
failures of employees faithfully to discharge their 
responsibilities of employment ...57

The Mashokan proposals provoked at least an outward appearance 

of consternation on the part of its Japanese recipientsss. b.C. Koh 

states that “The proposals sent a shock wave through both the
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Japanese government and, particularly, labor circles”S9, while in 

Ayusawa Iwao’s words “The effect of the ‘letter’ ...was 

devastating. ‘Devastating’ that is to those people who had 

cherished ideas of such unrestrained freedom as the working class 

had enjoyed In Japan in the postwar period until the revisions were 

made as a result of the general-strike plots of February 1, 1947, 

and March, 1 9 4 8 . ” 60

Nevertheless, the Ashida Cabinet responded with alacrity to 

MacArthur’s letter by issuing the complying government ordinance 

(Cabinet Order 201) only nine days after its receipt. By so doing, 

the Cabinet readily interpreted Mashokan as an order, “superceding 

all domestic law s’’6i, thereby stating that the responsibility for 

its promulgation was on the Occupation authorities.62

The revised National Public Service Law was enacted on 3 

December 1948, replacing the hastily issued ordinance of 31 July.

In it, the original intention to set up an independent central civil 

service personnel agency was, at least ostensibly, fulfilled.

The National Personnel Authority (J in jiin ) was established as an
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agency of the Cabinet with the sole power to implement the 

standards set out in the public service law.

Its existence was theoretically in line with SCAP’s aims of

safeguarding the ideals of democracy and efficiency in public

administration. In practice however,

... some of the ideas, although enshrined in law, were never 
implemented .... Nor have the power and influence of the 
National Personnel Authority turned out to be nearly as great 
as its American architects had hoped. ...moreover, the old 
patterns of Japanese bureaucracy - stratification, elitism , 
legalism, retirement practices, and the like - have proved to 
be singularly resilient.63

Significantly, this resistance by the bureaucracy in Japan to the 

implementation of changes in government policy proposed by SCAP 

was to turn out to be a crucial factor in the weakness of the other 

major legislation which arose out of the Mashokan , namely the 

laws relating to the setting up of public corporations to manage 

and operate the tobacco and salt and national railway enterprises.
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The Public Corporation and Related Proposals

As a result of the reference in the Mashokan to the setting up of 

public corporations the employees of the railways and government 

monopoly enterprises - but significantly not those in Post and 

Communications - were exempted from the revised National Public 

Service Law. Instead, the labour relations rights of the employees 

of the tobacco and salt and national railway government 

enterprises were set out in the Public Corporations Labour 

Relations Law (generally known as the Koro H o ) of 20 December 

1948. This Law was prepared together with the provisions of the 

public corporation structure which, in the case of the railways, 

were enacted on the same date, 20 December 1948, in the form of 

the Japanese National Railways Law, both taking effect from 

1 June 194964.

The Public Corporations Labour Relations Law acted upon the wish 

that special provision be made for the workers in the government 

owned commercial enterprises and. In effect, created a new 

category of public employee. As In the case of the JNR Law, less 

than six months elapsed between the proposals and Its enactment. 

The provisions for a new Labour Relations Law for the public
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corporation employees had been an integral part of the Mashokan 

letter but this issue was not regarded by the Japanese side65 in the 

same light as the creation of the public corporations themselves. 

The setting up of the public corporations had been taken in itia lly  

as a directive but, on the labour relations issue, however, the 

Japanese government acted on the basis that it was a broad 

recommendation from the SCAP administration. According to 

Abiko Yutaka, the official Japanese interpretation of the labour 

relations provisions in the Mashokan was that "... it left that Issue 

up to the Japanese government.”66 The labour relations law was 

therefore drawn up with input not only from several SCAP 

Divisions, the CTS, Government, Labour and the Legal sections, but 

also the two relevant Japanese ministries. Transport and Labour.

The result was the creation of a general labour law for public 

corporations and public enterprises, the terms of which specified 

that all such employees were denied the right to strike, but were 

permitted to bargain collectively on matters relating to wages and 

working conditions. Mediation and arbitration procedures, to be 

implemented by new independent commissions, were also provided 

for in the law, although mediation affecting the prerogatives of
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management and the operation of the national railways was 

excluded. Similar exclusions were applied to the employees’ 

collective bargaining rights, and any agreements so reached which 

would involve the expenditure of funds not provided for in the 

annual budget of the public corporation required the approval of the 

Diet67.

The enactment of the law introducing a new set of provisions for 

labour relations in public corporations and national enterprises 

fits neatly into the model of SCAP’s ‘reverse course’ labour policy. 

As Ehud Harari put it, “... It fragmented the labour movement by 

creating, through the legal differentiation of types of employment, 

different conditions for union activities, hence different targets 

for union activities.”68 in a similar vein, the new measures in the 

labour field were also described by Yoshitake Kiyohiko as "... a 

typical policy of “divide and rule”69 in the Japanese public sector.

If, however, the aim was to curb the militancy of the public sector 

unions, this had already been accomplished in the provisions of the 

amended National Public Service Law. This Law had, as previously 

stated, removed the rights of strike and collective bargaining from
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the entire public sector, and there was therefore no specific 

requirement to introduce a further set of rules and rights for the 

employees of the public corporations and national enterprises.

By contrast, the positive discrimination, in fact, points to the 

argument that the new labour relations provisions were actually 

still part of a genuine attempt by the SCAP administration to 

introduce an autonomous and self supporting structure for these 

newly created bodies. To quote Abiko Yutaka again “It was clear 

from the relevant part of the Mashokan letter that workers in the 

railway and monopoly goods operations should be treated 

differently from general civil servants only if these businesses 

change their management and operational structures by becoming 

public corporations.”70

The decision to produce a different legal framework for labour 

relations in the public corporation field, far from introducing 

additional controls on the unions in the state railways actually 

provided greater freedom than in the rest of the public sector. 

Should the suppression of the labour unions have been the aim of 

the setting up of the public corporations, the right of collective
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bargaining - taken away in the revised National Public Service Law 

- need not have been restored to the national rail employees whose 

union, Kokurò, had been at the forefront of the campaign of labour 

activism in the previous two years.

Not even the manifestation of further disruptive action by the 

national rail union in protest at the amendments to the National 

Public Service Law - involving stoppages beginning In August 1948 

in Hokkaido, Shikoku and Hiroshima on Honshu - prevented the 

legislation being enacted providing the employees of the new 

railway public corporation with greater rights that their other 

public sector counterparts.

The key point is that the legislation served to differentiate the 

labour relations rights o f the national railway from those in the 

government post and communications enterprise. The less 

restrictive legal framework introduced for the Kokutetsu  was a 

clear reflection of the perception within the SCAP administration 

of the greater threat to the country’s stability posed by the Post 

and Communications labour union Zentei . GHQ’s identification of 

Zente i as the ‘real’ radical labour union in the Japanese public
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sector had been confirmed when, in the 1948 March Struggle 

(Sangatsu Tosò) , the Z en te i leadership had attempted to organise 

another general strike, comparable to that planned for February 

1947. This prompted a letter from General William F Marquât, 

Chief of the Economic and Scientific Section of SCAP which, 

mirroring what happened in 1947, forbade the proposed national 

stoppage. The unions were forced to accept the wage scale 

recommended by mediation and Z en te i was thereafter marked 

down for specific negative provisions in the forthcoming 

legislation. Quoting Harari,

Not only was it (Zentei) driven to split, but its m inistry’s 
employees were left for awhile in the category of the 
national public service, whereas the national railway  
employees were transferred immediately to the more 
privileged category under the Public Corporations and 
National Enterprises Labour Relations Law.7i

From SCAP Proposal to L eg is la tio n

The Nihon Kokuvû Tetsudô Hvaku Nen Shi (The Hundred Year History 

of the Japanese National Railway) confirms that there were 

actually three variations on the restructuring plans for the 

Kokutetsu  . These were collated by the Ministry of Transport on 29 

July 1948 in response to the Mashokan proposals, and were as 

follows:
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1. To establish a national railway supervisory authority as 
an operational Ministry (J igy6 Kdnchd) under Cabinet control

2. To establish a national railway agency as a special 
corporation (Tokubetsu H d jin )  under the direction of the 
Minister of Transport

3. To establish a national railway public corporation (Kosha) 
in the form of a management agency (Kanri Kikan) 7 2

It was evident that the Civil Transportation Section (CTS), 

representing SCAP’s intentions in the field of transport policy, 

was opposed to the first two options. The aim of the CTS was to 

establish a public corporation, as set out in General MacArthur’s 

letter (Mashokan) of 22 July 1948, in order to instil the 

characteristics which in Japan could be defined as a sense of 

public service (Kdkydshin) and of a spirit of enterprise, 

(K igyoshin) into the operation of the national railways^s.

The outline of SCAP’s plan to reorganise the state railway was 

contained In a memorandum of 13 September 1948 sent to 

Shimoyama Sadanori, the Transport Vice Minister and soon to be 

the first President of the JNR public corporation, by the SCAP Civil 

Transportation Section (CTS). Its aims for the reorganisation of 

the JNR are reproduced below, illustrating that the original
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Outline of Reorganization Plan of Government Railways

1 3th September 1948

A. Target of reorganization of Japanese Government Railways 
shall be:

(1) assure the efficient operation of the railroad.

(2) attain the autonómica! and self-supporting 
management of the railroad.

(3) separate the operative activity from 
administration.

(4) keep the railroad free from political influence.

B. Form of organization shall be:

(1) an independent public corporation, called 
“Japanese National Railways” (Nihon Kokuyu Tetsudo).

(2) one operating body of the present JNR system as a 
whole.

C. Physical organization of “Japanese National Railways” 
(hereinafter called JNR)

(1) Executive officers of JNR shall be:

a. President, with four-year term of office, 
appointed by the Cabinet with the approval of the Diet, 
eligible for reappointment.

b. Vice-President, with four-year term of office, 
appointed by the President with the consent of the 
Minister of Transportation.

c. Managers, appointed by the President.
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(2) Issuance of bonds and borrowing of funds shall be 
authorised.

(3) Settled account shall be submitted to the Diet.

(4) Same categories of taxation as the present JNR 
shall be followed.

F. Labor Relations of JNR

(1) Labor shall be allowed to organize unions on the 
open shop basis.

(2) Labor shall be denied the right to strike, but shall 
have the right to bargain collectively, pertaining to 
their working conditions, but shall not intervene in the 
management and operation of the railroad.

(3) Special organisation for mediation and arbitration  
shall be established to adjust grievances to make up 
for the denial of the right to strike.

(4) The decision of the Board of Arbitration shall be 
binding both on management and labor.

G. Remarks

(1) Fares and charges of JNR shall not be submitted to 
the Diet.

(2) Fares and charges of transportation (including 
JNR) shall be decided by the adequate authoritative 
body, such as the “comprehensive regulatory body” of 
the Ministry of Transportation.74
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In marked contrast to these established principles of policy, the 

public corporation which actually began operations on 1 June 1949 

was a far cry from the model laid out in the CTS memorandum. The 

departure from SCAP’s integral alms was, indeed such that not one 

of the four CTS tenets of the “Target of reorganization of Japanese 

Government Railways” was achieved. The national railway public 

corporation - as enacted and as opposed to that envisaged - did not 

“assure” the efficient operation of the railroad. It failed to 

“attain the autonomical and self-supporting management of the 

railroad”. It  did not succeed in the objective to “separate the 

operative activity from administration” and nor did it “keep the 

railroad free from political influence.”75

Between the laying down of SCAP’s policy on the reorganisation of 

the operating structure of the national railway, and the enactment 

of the JNR Law and the Public Corporations Labour Relations Law 

(Kord H6) major changes were made In the key provisions on the 

independence of management, and on the JNR’s relations w ith  

government. The critical factor which created the dramatic gap 

between intention and reality was as Kakumoto Ry6hei has 

expressed, "... politicians and government officials didn’t wish to
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lose their power” The end result was that “This public corporation 

was given almost no independent capacity,” Looking back at the 

formation of the Kokutetsu  it was ... ridiculous to expect 

efficient operation from this organisation,”76

An important manifestation of the inherent weakness in the new 

organisational structure for the JNR was that the concept of a se lf- 

supporting operation of the national railway significantly did not 

extend to the Idea that its management would be independent of 

the government. The reaction of the existing senior management of 

the state railway to the SCAP proposals specifically reflected the 

perception of their historical standing as high ranking public 

officials of the Imperial Japan, The concept of Kanson M inpi 

(Putting Government above the People), had, as outlined in the 

earlier section on the initial development of the railways, been a 

key characteristic of the JNR in the pre-War years. Its existence 

resulted - even without any overt campaign of resistance - in a 

natural opposition to any change in the position in society of the 

senior civil servants in the national railway.
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The epitome of the attitude towards reform within the upper 

echelons of the K okute tsu  management was the decision not to 

adopt the term Kdsha - the Japanese for public corporation - as 

the name of the new Nihon Kokuyd Tetsudd (JNR). Unlike the 

government monopoly (Nihon Senbai Kdsha) and the later created 

telecommunications enterprise (Nihon Denden Kdsha) the national 

railway’s formal title thus did not specifically include the 

designation ‘public corporation’. The Japan scholar Paul Noguchi 

has also stressed the importance of the differentiation in the 

status of the JNR implied in its name; that it was called 

(Nippon) Kokuyu Tetsudo (Japanese National Railway) and not some 

other more descriptive yet mundane label such as ‘railway 

corporation.’“77 He adds “For some older workers this uniqueness 

remains a source of pride”78 a trait to which can also be attributed 

the strategy of the senior management of the Kokutetsu  i n 

minimising the impact of the changes proposed by SCAP.

In terms of the status of the personnel of the new railway 

enterprise, the position of the ‘old guard’ wishing to remain senior 

civil servants was safeguarded in the legislation which followed.

In the Japanese National Railways Law, the officers and employees
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of the JNR were, as they had been in the pre public corporation era, 

to be regarded as civil servants in the same category as all other 

personnel engaged In public service. This successful preservation 

of their status was a discernable example of the contrast between 

apparent complicity by the executive of the national railway with  

the SCAP plans for its reorganisation, and the reality of 

unobtrusive but determined resistance to those parts which 

endangered their positionna.

The significantly different legislation setting up the reformed JNR 

- as compared with the original SCAP intentions as set out in the 

Mashokan - was enacted after a six month span of deliberation 

amongst the various interested parties. As previously discussed, 

there had been prior evidence of earlier such discussion between 

the SCAP administration and both the Japanese transport 

bureaucracy and government of the basis on which the national 

railway should be reorganised - including previous reference to the 

concept of a public corporation structure to effect the separation 

of the JNR’s operation and administrationso.
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Moreover, in relation to the SCAP notion of public corporations 

being devised for state activities whose financial and personnel 

management would be more efficiently undertaken in the form of 

enterprises outside the direct operation of government, 

organisations with these characteristics were actually already in 

existence in Japan. During the Second World War, the Chuo 

Shokuryo and the Chiho Shokuryo food distribution Eidans 8i 

operated as an integral part of the war economy, their existence 

being pointed out by Dr Kakumoto Rydhei in interview; he also 

drew attention to the potential use as a model for the proposed 

public corporations of the better-known (and still operational) 

Eidan , the Teito Rapid Transit Authority (Teito Kosokudo Kotsu  

Eidan) . As operator of the principal Tokyo subway system, the 

Teito Eidan had the characteristics required of a public 

corporation in the SCAP mould, namely that its provision of social 

overhead capital was administered autonomously from 

parliamentary control, and that its finances, while provided by 

government, were independent of the central state budgeting

system82.
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The presence of such public corporations in Japan at the time of 

consideration of SCAP’s recommendations for the national railway 

appears to have been overlooked. While consideration was given to 

public corporations existent outside Japan - such as the Tennessee 

Valley Authority in the USA, public entities as developed in 

Germany after the First World War, and public trusts in the Soviet 

Union83 - the actuality of potential home-grown models for the 

JNR public corporation therefore did not prevent the eventual 

legislation from being enacted in a decidedly watered-down form.

During the period of debate the SCAP proposals were subject to 

pressure, most significantly, from the representations of the 

Ministries of Transport and Finance, a disagreement between which 

on the matter of control over the setting of the JNR’s tariffs was 

won by the Iatter84. The Internal conflict amongst the interested 

groups on the Japanese side was mirrored by similar differences of 

view within the SCAP administration, which led to the 

emasculation of the proposals as laid down in the CTS Memorandum 

to the Japanese Vice Minster of Transport. Thus, while the 

Director of the Rail Transportation Division of the SCAP Civil 

Transportation Section (CTS), Lieutenant Colonel D R Changnon85
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was prominent in promoting the policies designed to restore the 

national railway to a sustainable basis of economically viable 

operation, the CTS view of the virtues of an autonomous public 

corporation with private enterprise characteristics became 

subservient to the economic revivalist line personified by Major 

General William F Marquatse, Chief of the GHQ Economic and 

Scientific Section. The substantial wishes of the Japanese 

Finance and Transport Ministries to limit the JNR’s financial 

independence were therefore incorporated in the final draft of the 

Railways Bills?.

The critical concession made by SCAP was that, if the new JNR 

was not to operate as originally intended as a quasi private 

enterprise with a high level of autonomy, the most democratic 

form of control of the new national railway enterprise would be 

through the Diet. This resulted in a JNR Law in which the 

Kokutetsu  required prior Diet approval for the fundamental 

matters of the setting of tariff rates for both passenger and 

freight services and for the implementation of the corporation’s 

annual financial budget.
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Ministry of Transport approval was also a prerequisite for 

decisions on investment in railway related enterprises, on 

important construction investment projects such as 

electrification and new line construction, and on the question of 

closure of existing railway lines.

Specific provisions with regard to the remit of the new public 

corporation, its management and freedom of operation were thus, 

as embodied in the JNR Law, at major variance with SCAP’s 

original intentions. In the crucial policy matters of management 

autonomy and labour relationsss, the contrasts between SCAP’s 

original aims for an efficient, self determining and self financing 

railway operation and the terms of the actual legislation which set 

up the JNR as a public corporation were striking. Instead of 

creating an autonomous JNR, the Japan National Railways Law and 

the Public Corporations Labour Relations Law, passed on 20 

December 1948, left both the bureaucracy and the national Diet 

with the impression that national railway affairs remained firm ly  

in their domain. The legislation also preserved for the 

management of the public corporation its high ranking within the 

public service, but without any real autonomy to carry out the
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duties of an organisation which was ostensibly charged with the 

responsibility of efficient operation of the railway enterprise for 

the benefit of the public.

Summation of the JNR L eg is la tio n

The result of the legislative process - with its major changes 

from the original SCAP proposals - should not have come as much 

of a surprise to those involved In the build-up to the 

implementation of the JNR Law. One telling example of the 

warning signs of problems to come was given, in the early months 

of 1949, by the first person to be approached to be the JNR’s new 

President. It was an episode which made it abundantly clear that 

independent management of the new public corporation was an aim 

unlikely to be achieved under the terms of the enacted legislation. 

The context was the attempt, by Prime Minister Yoshida Shigeru, in 

the period following the passing of the Japanese National Railway 

Law, to use established channels to obtain a suitable candidate 

from private industry to head the new JNR. Far from this being a 

straightforward matter, however, as Sakurada Takeshi - a member 

of the National Railway Consultative Committee (Kokutetsu Shimon 

l i n )  - describes, the outcome when an Intermedlaryss of the Prime
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Minister enlisted his help in approaching Kobayashi Ataru, then

President of Tokyu Kyuko Dentetsu  (T6kyu Corporation), was

somewhat unexpected in Japanese public sector circles.

... In 1949 , the year the Kokutetsu Kdsha law was enacted, 
Prime Minister Yoshida asked Miyajima to recommend 
someone from a non-government organisation to become the 
President of the Kokutetsu.

Since Kobayashi San had the experience of being president of 
T6kyu Corporation, Miyajima felt he was the man for this job 
and told me to ‘go and ask him’. I went to the President’s 
office of Fukuku Life Insurance Company and told Kobayashi 
San about the matter. His answer was, ‘Let me think it over 
for a couple of days.’

After about a week, Kobayashi San turned up in a fury. ‘I had 
my subordinates check out this Kokutetsu Kosha Law and I ’m 
quite shocked. It is clear that according to the Law the JNR 
budget is decided by the Diet through the Transport Ministry, 
and the government decides everything from line 
construction to transport related businesses. The wages of 
the employees must also be decided within the budget. I f 
wage levels can not be agreed upon, they will be decided by 
arbitration. In what area does the President have any 
authority? Why isn’t the President in charge of business 
operations? It ’s not like Miyajima to ask me to do a job 
where I just sit around, while the GHQ, former Railway 
Ministry officials, and the labour unions continue in their 
roles as in the past. Tell him I won’t doit.’ Since I was 
ashamed of myself for not having studied the Kokutetsu and 
related Laws sufficiently, I then spent two whole days 
reading them over.

As Kobayashi San had pointed out, I discovered that there 
were no clear regulations for the Kokutetsu to be run by 
government officials, not was it a private company. It could 
not be called a ‘business enterprise organisation’. In short, 
it appeared to be a ridiculous organisation. I told Miyajima
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about this and asked him to tell the same thing to PM 
Yoshida. Because of this, Shimoyama, who had spent his 
whole career at the old Railway Ministry, became the 
President of the Kokutetsu ... .90

Kobayashi Ataru’s views were shaped by his service at the highest 

level in the private railway industry and this may have been what 

gave him the foresight to turn down the ‘opportunity’ to lead the 

new public corporation. His decision reflected the perception - a 

correct one - that the JNR Law would institutionalise a 

fundamental lack of clarity as to the status and responsibility of 

the public corporation executive management, and as to its  

relations with the Ministries of Finance and Transport, the 

Cabinet, and members of the National Diet. The facility which the 

Law therefore offered to management, bureaucrats and politicians 

of being able to reinterpret a structure apparently enshrined in 

legislation to favour their own vested interests can now be seen as 

a fatal flaw, from the very start, in the operation of the new 

Japanese National Railway.

The regular recurrence of this theme In the analysis of the 

Kokutetsu from 1949 to 1987 will further confirm that the seeds 

of the ultimate destruction of the JNR were sown at the outset.

The operating structure created in 1949 was far removed from
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that envisaged to achieve the laudable aims of ensuring autonomy 

and efficiency in the operation of the national railway which, 

despite the SCAP ‘reverse course’, remained the Occupation’s 

intentions for the reform of the JNR. The consequences of the 

preservation of bureaucratic and political influence in the running 

of the state railway were such that the new public corporation 

was never able to fulfil Its Intended function as a self financing 

and self governing enterprise. The crucial factor was that the 

vested interests in Japan - the management of the state railway, 

the civil service bureaucracy and the Diet parliamentarians - 

while appearing to submit to SCAP ‘demands’, managed to salvage 

sufficient of their position such that GHQ’s original intentions in 

reorganising the railways were not put into practice.

The weakening of the original resolve of the SCAP administration, 

weighed down by its new self-imposed responsibility to rebuild 

the Japanese economy to establish a vibrant ally of America in the 

Pacific, resulted in the creation of a public corporation to run the 

national railway which was much more related to pre-Second 

World War Japanese models of bureaucratic organisation than to 

the original ideals of the Occupation administration to create
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CHAPTER 1 ENDNOTES

1. Representative consideration of the wider implications of the 
Meiji Restoration, and of the historical background of economic and 
social policies pursued by the Meiji government is given in Beasley 
W.G. (1981), The Modern History of Japan. London, and (1995), The 
Rise of Modern Japan. London: Allen, G.C. (1981). The Japanese 
Economy. London; Janet E Hunter, Janet E. (1989), The Emergence 
of Modern Japan - An Introductory History Since 1853. London.
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discussion with Imashiro Mitsuhide, Professor of Business, Daito 
Bunka University, Tokyo and with material as incorporated in 
Imashiro Mitsuhide and Smith, Ian (1993), Research Note on the 
History of the Private Railways in Japan - 1. Tokyo. Japanese 
language sources used for Japanese railway history comprised 
Nihon Kokuyu Tetsudo (1973-1974) (JNR), Nihon Kokuvu Tetsudd 
Hvaku Nen Shi (The Hundred Year History of the Japan National 
Railway),Vol.1-11, Tokyo; Kakumoto Ry6hei(1 988),"Tetsudd 120 
Nen no Nagare to  Tenbo “ (A 120 Year History of Railways in Japan 
and Their Future Prospect.), MOBILITY. No.73, October, p.58-73; and 
Harada Katsumasa (1984), Nihon no Kokutetsu. (The JNR), Tokyo, 
pp3-116.

3. The importance put on the provision of efficient transport 
communications by the Meiji Government was stressed in all of the 
English language sources cited in Endnote 1 above. In Beasley, W.G. 
(1995), p.104: Allen, G.C. (1981), p.5: and Hunter, Janet E. (1989), 
pp.111-112. This point is also made in the Japanese language 
source, Nihon Kokuyu Tetsudd (1973-1974), (JNR), Nihon Kokuvu 
Tetsudd Hvaku Nen Shi (The Hundred Years History of the Japanese 
National Railway), Tokyo, Vol. l,pp .37 -39 .

4. The railway construction plans had first been drawn up in 1869, 
under the auspices of the Kdbushd (Ministry of Public Works) and 
with the significant involvement of UK engineers and financiers. 
Discussions on the establishment of a national railway had firs t  
taken place in that year between the Japanese government and the 
UK representative. Sir Harry Parkes, the British Minister to Japan. 
Those on the Japanese side, notably Okuma Shigenobu (Vice
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Minister of Finance) and ltd Hirobumi (Okuma’s Assistant), pressed 
for the creation of a national railway network which would 
promote the development of the country and strengthen national 
unity. Nihon Kokuyu Tetsudd (1973-1 974), Nihon Kokuvu Tetsudd 
Hvaku Nen Shi. Vol.1, pp. 60-62. See also Imashiro and Smith 
(1993), p.2.

The Meiji government’s intention was that the key section of the 
planned railway construction should be between Tokyo and Kyoto, 
with branch lines running from Tokyo to Yokohama and from Kyoto 
to Kobe. With the provision of British finance (a loan of £3m) the 
first part of the project (the Tokyo to Yokohama Line) came to 
fruition within three years of its inception. Nihon Kokuyu Tetsudd 
(1973-1974), Vol.1, pp.63-70.

5. Harada Katsumasa (1981). Technological Independence and 
Progress of Standardisation in the Japanese Railways. Tokyo, p.11.

6. Nihon Kokuyu Tetsudd (1973-1974), pp.1 39-43. The incentives 
offered by the Meiji government to private investors in railway 
enterprises are also discussed in Richards, Tom and Rudd, Charles 
(1991), Japanese Railways in the Meiii Period. 1868-1912. London, 
p.27.

7. See Table 2, adjoining p. 62.

8. The epitome of the pro-nationalisation viewpoint was Inoue 
Masaru, one of a group who returned from study at University 
College, London to take up influential posts in the ‘new’ Japan. In 
1871, Inoue had been appointed Director of the Railways Bureau 
(Tetsudd Ryd) and, in this role, presided over the initial period of 
the development of the railways. Inoue was in favour of reducing 
the dependence on foreign technology and personnel as quickly as 
possible. He also consistently advocated that the country’s 
railways be nationalised and, as with the foreign influence on the 
development of the network, regarded the private railways as a 
necessary expedient, to be removed at the earliest opportunity.

Inoue’s influence on national railway policy is discussed i n 
Imashiro and Smith (1993), pp.3- 4. The legislation for the 
nationalisation of the seventeen main line private companies had.
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however, already been foreshadowed by the Railway Construction 
Act of 1892. This Law established the principle of the Government 
designating those lines which should be built in the future, and 
authorised the state to acquire the existing private railways. 11 
also provided for the subsequent acquisition of other private lines 
which the government might initially permit to  be constructed, in 
the interests of the development of an efficient, and technically 
uniform national communications system. See also Nihon Kokuyu 
Tetsudd (1973 - 1974), (JNR) Vol. 1, pp.180 - 1 82, and p.189.

9. Harada Katsumasa (1984). Nihon no Kokute tsu  (The Japanese 
National Railway),Tokyo, p.39. See also T6y6 Keizai Hen (ed.) 
(1962), Nihon Keizai to  Kokuvu Tetsudd (The Japanese Economy and 
the National Railway,Tokyo, p.13 .The point is further discussed in 
Harada Katsumasa (1981). Technological independence and 
Progress of Standardisation in the Japanese Railways. Tokyo, pp.7-
9.

10. The nationalisation policy was given further impetus by a 
concern that, in its absence, Japan would have to look to foreign 
capital for railway construction. "... the government had been 
concerned about an inflow of foreign capital since the opening of 
the first lines, fearing that Japan would become semi-colonised as 
a result in the same way as China.” Imashiro and Smith (1993), 
p.4.

11. Harada (1981), p.9.

12. Tetsudbin (191 7) (The Railways Bureau). Tetsudd Tdkei Yoran 
(General Survey of Railway Statistics), Tokyo. This publication 
gives a very vivid graphical presentation of the social and 
economic consequences of the development of the railways in 
Japan.

13. The status of the national railway in the Japanese public 
service - elevated by the nationalisation policy - was also 
maintained during the period of expansion in the rail network. I n 
1920, administrative supervision of the state railway was 
removed from the Ministry of Communications with the creation of 
a separate Ministry of Railways (Tetsuddshd) . Eight years later, 
the Ministry of Communications also ceded to the Ministry of

123



Railways control of the automotive sector, and this helped to 
emphasise the power and prestige of the government railway 
operation. See T6y6 Keizai (ed.) (1962), p,27; and Nihon KokuyO 
Tetsud6 (1973 - 1974), Vol. 7, pp.15- 16.

14. As further discussed in Imashiro and Smith (1993), p.6.

1 5. The operation of the national railway in the context of the 
existence of the ‘One Railroad family’ is the central theme of 
Noguchi, Paul (1990). Delayed Departures. Overdue Arrivals.
Honolulu. This source was previously cited in the Introduction to 
this thesis.

1 6. The pre-War conservative mainstream Seiyukai Party was one 
of the political forerunners of the alliance which, in 1955, became 
the Liberal Democratic Party {J im in td  or LDP). Kodama K6ta 
(1985), Hvdiun Nihon Shi Nenovd (A Standard Chronology of Japanese 
History), Tokyo, p.47.

1 7. Harada (1984), p.81; and Imashiro and Smith (1993), p.6.

18. It was this proposal, later recounted in Chapter 4 in 
discussion of the development of the Shinkansen , which firs t 
advanced the concept of a wide guage high speed rail network in 
Japan. As discussed in Chapter 4, pp.282 - 283.

19. The Railway Construction Act (Tetsudd Fusetsu H6) of 1922 
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3 and 4 of this thesis). See also Harada (1984), pp.80 - 84; and 
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21. Described in Imashiro and Smith (1993), p.7 as a ‘Golden Era’ 
for the railways in Japan.
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kilometres of track being acquired between 1917 and 1944.
Private railway lines were, in some instances, taken over by the 
national railway In order to preserve local sercices, although 
around the Second World War the motivation was much more to 
maintain transport services for the war economy. Ibid, pp.12-13.

23. Somewhat paradoxically, an early effect of the militaristic 
policies of the Japan Administration In the 1930s was positive 
for the railways, in that the invasion of China in 1937 was 
accompanied by restrictions on the use of motor vehicles except 
for military purposes. This served to enhance the position of the 
railways in the Japanese transport market to something akin to a 
monopoly. The beneficial impact on the national rail operation 
was, however, short-lived, and was replaced by what were to 
become long term negative effects on the state railway in its use 
by the government as an integral part of the country’s w ar 
machine. SCAP (1952). History of the Non Military Activities of 
The Occupation of Japan Vol.53. Land and Air Transportation, p.l.

24. The use by the government of railway funds to aid the military  
effort was facilitated by the temporary removal, in 1943, of the 
state railway operation’s accounting independence when the 
Ministry of Transport and Communications (Unyu Tsushinshd) was 
set up to combine those parts of responsibility previously held 
separately by the Ministries of communications and Railways. 
Imashiro Mitsuhide (1988). Restructuring of JNR and its Problems. 
Tokyo, p.lO. See also Nihon Kokuyu Tetsudd (1973 -1974), Vol.lO. 
pp.58 - 59.

25. Harada (1984), pp.109 - 11 6; and Noguchi (1990), pp.24 - 25.

26. This conclusion was drawn from the analysis of the Got6 Era 
on pp.68 - 70 (the sources for which are given in this Chapter’s 
Endnotes 14 - 20), and supported by the SCAP material quoted on 
p.79.

27. In May 1945, control over the state railway operation was 
again separated with the establishment of the Ministry of 
Transport to centralise control overall forms of transport; and the 
national and private railways were administered through the 
Railroad General Bureau (Tetsudd Sdkyoku) . The close of the War
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thus saw the state railways as the key operation under the aegis of 
the Ministry of Transport, as the official agency charged with  
serving the interests of the country’s overall national transport 
policy. It should, moreover, be emphasised that this was a policy 
initiative by the national Japanese government which preceded the 
Allied Occupation administration. Nohon Kokuyu Tetsudb (1973 -  
1974), Vol. 10, p. 60. See also SCAP (1952), Vol. 53, Land and Air 
Transportation, p. 5.

28. The aims of the Allied Occupatoion, as seen by its Supreme 
Commander are set out in MacArthur, Douglas (1964), 
Reminiscences. London, pp. 282 - 283, and p. 294.

29. Reference is, however, made to the broader implications of 
the Occupation policies, with reference to the national railway, i n 
Johnson, Chalmers (1972). Conspiracy at Matsukawa. Berkeley and 
Los Angeles, and Ward, Robert E (1968), “Reflections on the 
Allied Occupation and Planned Political Change in Japan”; in Ward, 
Robert E,(ed.), Political Development in Modern Japan. Princeton, 
pp. 477 - 533.

30. Discussion of the variations in national economic policy, and 
of the decisions made on the running of the JNR - leading up to its  
reconstruction as a public corporation in 1949 - comprises the 
remainder of this Chapter, pp.78-120.

31. Noguchi (1990), p. 25.

32. SCAP (1952), Vol. 1 7. Land and Air Transportation. p.1,pp.3-4, 
p.5 and p. 21.

A further SCAP source, an unsigned and undated CTS Memorandum 
which comprises part of the Abiko Bunko (Abiko Library) at Unyu 
Chdsa Kyoku , indicates the significance of the national railway 
and its reform to the GHQ administration.

“... the Japanese Government Railways has been, and, when 
reorganized as the JNR, is destined to continue to be, a public 
utility of great importance and because its impaired operations are 
most likely to produce a considerable effect upon society in 
general.
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...The JNR constitutes on a nationwide scale a tremendous 
transportation artery through which flows the life-blood of the 
national economy.” SCAP, CTS Memorandum (23 September 1948). 
"Institution of a Law Governing JNR Labor Relations As 
Necessitated By The Forthcoming Reorganisation.” In Kòkvo 
Kiqyòtai Ródo Kankei Hò Shirvò (Material on the JNR Labour 
Relations Law), Abiko Bunko,Tokyo, Voi. 1, p. 1. The complete 
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33. SCAP (1952), Voi 53, Land and Air Transportation. p.21.

34. Freight rates were kept deliberately low by the Government to 
keep down the final prices or rail shipped commodities, which i n 
effect gave a subsidy to industry at the expense of the national 
railway. In fiscal 1947 the state railway’s freight revenues 
amounted to only 28% of its costs and even the passenger 
operation’s revenuexost ratio was only 79%. Further attempts 
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however, mitigated by Diet legislation in July 1948 to rises of 
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35. Ibid, p.l7.

36. Ibid, p.l8.

37. Ibid, pi 8.
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between July and November 1991) that the Japanese Ministry o f 
Transport had initiated, in the early post-War period, 
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it could be operated more efficiently.

The Ministry of Transport White Paper for 1947 further 
substantiates the fact that there had been on the part of the 
Japanese administration an acknowledgement of the need to reform 
the state railway. The MoT reiterated in the 1947 White Paper 
that “the operating condition of the government railway is as 
critical as the financial condition. The railway authorities alone 
cannot combat this situation owing to their financial and material 
conditions, no matter how hard they try.” In its consideration of 
the need for reorganisation, the White Paper for 1947 further 
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transportation capacity, in addition, it raised the issues of 
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operation of the Government Railway. Unyushd (1947), White 
Paper for 1947. The Government Railway as it Stands, p.3 and 
pp.73- 75.

In April 1947, moreover, a new accounting system was adopted for 
the national railway. This facilitated the computation of the 
financial results of the national railway operation on the basis of 
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receipts and outlays. This had the symbolic effect of restoring the 
separation of the state railway from Government general 
accounting which had existed up to the Second World War, and was 
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public sector. Nihon Kokuyu Tetsudb (1973 - 1974), Vol. 10, pp. 
149- 150.
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collective bargaining and of strikes, and the Labour Relations 
Adjustment Law (R6dd Kankei Chdsei H6 or Rochd H6) of 27 
September 1946 laid down procedures to be adopted to settle  
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of that date by General MacArthur, Supreme Commander Allied 
Powers, to Japanese Prime Minister Ashida HItoshi, in which he 
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46. Higa Mikio (1968). The Role of the Bureaucracy in 
Contemporary Japanese Politics. PhD Dissertation, University of 
California, Berkeley, p.179.

The failure of the proposed reform of the bureaucracy, according to 
Harari, came about above all because of the “... unique position (of 
the bureaucracy) as the institution through which the Occupation 
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CHAPTER 2

THE JNR IN ITS PROFITABLE PHASE 1 9 4 9 -1 9 6 4  

From Legislation to Im p lem entation

The previous chapter ended with the view expressed that the SCAP 

model for a self supporting public corporation was reshaped to the 

point where the organisation which began operations on 1 June 

1949 bore it very little resemblance. It was that, as Kakumoto 

Ryohei has succinctly put 11

... the old system of decision making through the government 
budget was left intact. By rights, the budget system should 
have been revised at that time in order to make the JNR 
organisation responsible for its own organization, as is the 
case of a private enterprise. However, people lacked the 
foresight and courage to make such a decision.i

The legislation which created the JNR Public Corporation was, as

already stated, enacted on 20 December 1948, and was not then

modified or revised in any way in the six months prior to the start

of operations. The events of the first half of 1949 did, however,

have a major impact on the spirit in which the Kokutetsu  was

viewed by its management, labour force, and by the SCAP

administration. In addition to the structural imperfections in the

laws setting up the JNR, the occurrence of further social unrest i n

Japan, not least involving the national railway. In the early months
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of 19 4 9 2  set a negative tone for the commencement of operations 

by the new railway enterprise. During those first few months of 

1949, and for a considerable time after the Kokutetsu  was i n 

operation, the “foresight and courage” which Dr. Kakumoto had 

looked for amongst the protagonists in the reform of the national 

railway continued to be conspicuous by its absence.

In the period from the enactment of the JNR Law to its  

implementation in June 1949 the hardening of SCAP attitudes 

against the left wing was encapsulated in the economic 

stabilisation policies of 1949 which became known as the Dodge 

Line (D o jji Rain) 3, The Dodge economic plan was named after the 

leader of the January 1949 US Mission to Japan, Joseph Dodge, a 

leading American banker. Dodge and his mission of financial and 

economic experts had been invited to visit Japan by the SCAP 

administration to advise on policies which would combat inflation 

and help reduce the by then substantial US outlays^ supporting the 

Japanese economy.

The Nine Points of Economic Stabilisation In the Dodge Line 

involved, among its anti inflationary tenets, the imposition of a
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balanced budget in Japan. Reluctance on the part of the Yoshida 

governments to implement the draconian measures of the Dodge 

Line was overcome by the offer of a further $100m loan from the 

USA, and the April 1949 budget put the policy into operation with 

increases in taxation, and substantial reductions in government 

spending6.

The cuts in government outlays necessitated a major decrease in 

the number of public sector employees. Even before this was 

formalised in the Law for the Fixed Level of Personnel i n 

Administrative Organisations (Gyôsei Kikan Shokuin Teiin Ho or 

Teiin HÔ) which was passed at the end of May 1949, it was 

abundantly clear that a substantial reduction in employment in the 

national railway would be the target of the Yoshida 

administration^ as a means of achieving the aims of this new 

policy. The reaction within the National Railway Workers Union 

(Kokurô) was an active campaign to oppose the proposed cutbacks.

The impact of this union opposition was, however, shortlived as 

first, on 1 6 May, (on the orders of SCAP’s CTS division), all new 

employment by the JNR was frozen and, secondly, the Teiin HÔ was
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enacted on the last day of that month. Having obliged the national 

railway to act as a reservoir for the country’s returning service 

personnel at the end of the Second World War, the government, 

through the Teiin H 6 , now required the JNR to fire almost 100,000 

of its 618,000 employeess.

The day following the passing of the Teiin Ho the Railway Public 

Corporation came into being (1 June 1949), with the immediate 

problem of putting into effect the government’s new employment 

policy. The implementation of the personnel cuts in 1949 still le ft 

the JNR with a labour force greater in number than its real 

requirements. However, the manner of the swings in policy from 

excessive over-employment in 1945 to dramatic cuts four years 

later left an undercurrent of bitternesss which had a lasting effect 

on labour relations in the Japanese National Railway.

The effect of these problems on the newly established railway 

public corporation was further compounded by the impact on labour 

matters of several contentious clauses in the Public Corporations 

and National Enterprise Labour Relations Law (K6r6 H6) . The 

provisions which were to cause practical problems in the
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implementation of the Law in respect of labour relations, were 

four in number. Much of the blame for what was to follow in the 

‘abnormality’io of the relations between management and labour In 

the JNR can be traced back not only to the constraints imposed on 

management autonomy in the JNR Law but also in the following 

four Articles of the Public Corporations Labour Relations Law.

Organisational Rights of Employees: Article 4. Although 
“Employees may organise or refrain from organising trade 
unions” as they should collectively decide, In Article 4:3 

only the employees of the public corporation shall be 
eligible to become members of the employees’ unions of the 
said public corporation or to be elected as officers of such 
unions.”

Scope of Collective Bargaining: Article 8. “Matters affecting 
the management and operation of the public corporation shall 
be excluded from collective bargaining”.

Reguirement of Diet Approval for Additional Expenditure of 
Funds: Article 16. “Any agreement involving the expenditure 
of funds not available from the appropriated corporation 
budget or available corporation funds shall not be binding 
upon the Japanese Government and no funds shall be 
disbursed pursuant thereto until appropriate action has been 
taken by the Diet.”

Decisions of the Arbitration Committee: Article 35. 
“Decisions of the Arbitration committee shall be final and 
binding upon both the public corporation and the employees, 
except that the provisions of Article 16 of this Law shall be 
invoked whenever the said provisions are applicable to a 
decision of the Arbitration Committee.”n
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Article 4:3 was a contentious issue from the start of the JNR’s 

operations. In limiting union membership to employees of the 

particular public sector body, it was viewed by the labour unions 

as clearly in breach of the International Labour Organisation (ILO) 

Convention 87, Concerning Freedom of Association and Protection 

of the Right to Organise, which had been adopted in 1948. The 

opinion that it was "... way out of step with common international 

practice ...”i 2 , however, was not restricted only to the labour side 

within the JNR. Abiko Yutaka of the Staff Relations Department of 

the JNR quoted earlier, in relation to the restructuring of the 

national railway, referred in the following way to the implications 

of Article 4:3 in reminiscences on his JNR career in a compilation 

of interviews published in 1966.

...near the end of that year (1948) a law called the Public 
Corporation Labour Relations Law, known as K6r6 Ho, was 
created. I participated in the drawing up of that law, and its  
drafting is one of the things I cannot forget during the period 
I worked as the general manager of the staff section.

In its operation, thereafter, the well-known K6r6 H6 Article  
4 Clause 3 caused a problem which still has not been 
resolved. We were obliged to ratify the ILO Convention 87 
but, in order to do so, we would have to change K6rd H6 
Article 4 Clause 3. This became a major problem, and even 
today it still has a negative effect on management and labour 
relations ...
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At the time, the JNR’s labour union itself indicated in the 
union’s own agreement that only the staff of JNR were able 
to be a member of the JNR union. In the form in which it was 
written in JNR;s labour agreement it was incorporated in the 
law: one had to be on the staff of the public corporation to 
become a member of the union. However, after that, illegal 
strike actions were conducted many times, many people were 
punished by the JNR administration for their actions, and the 
number of people who were dismissed increased quite 
rapidly. Hence a group of people who were, in reality, union 
members but were not public corporation staff emerged. The 
aforesaid Koro Ho Article 4 Clause 3 thus became a major 
hindrance, so the union then wanted to change the law. They 
began to shout that it is against the ILO Treaty 87, to amend 
the law; this issue still remains today.

As I was the general manager of the staff section at the time 
this issue began to create a problem I felt that, in a sense, I 
have played an historical role. In addition, during the time 
that I was in charge of the staff section, although I hated i t 
very much, I was in a position where I was forced to te ll 
people they were to be dismissed. I did that kind of thing 
many many times.

Today there are many member of the Diet, both Lower and 
Upper House, who used to be in JNR’s labour union. Those 
people probably all understand that I had not dismissed 
people because I personally hated them, but that I was forced 
to do so as I was in a position where I had to enforce the 
provisions governing labour-management relations ...i3

Abiko Yutaka’s personal feeling of discomfort in having to carry 

out offensive labour relations policies as a result of unfortunate 

legal provisions is clear from these comments. His shared unease 

as to the status of Article 4.3, and the staff dismissals which 

followed union attempts to override it, did nothing, however, to
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bring about an early revision. The problem thus remained a 

“hindrance” to the achievement of stable labour relations in the 

JNR through the crucial formative years after the public 

corporation’s inception in 1949.

Article 8, which limited the scope of collective bargaining to 

exclude “matters affecting the management and operation of the 

public corporation”, also put effective constraints on the 

workability of the labour relations mechanisms. With the benefit 

of hindsight, this Article can be seen as being open to differing 

interpretations depending on the perspective of the viewer. In 

practice, however, its use in the early period of the JNR as a public 

corporation was a major restriction on the consideration of issues 

important to the labour side. Thus, while pay, working hours, 

holidays, promotion and safety were all matters to be incorporated 

in the collective bargaining procedures, they would be excluded i f 

it were deemed “part of the management and operation of the 

railway corporation.

Articles 16 and 35, taken together, placed further significant and 

irrefutable constraints on the ability of the JNR management to
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enforce agreements made with its staff counterparts. The JNR 

Budget, only applicable once sanctioned by the Diet, became the 

legal limit of any decision approved by the Arbitration Committee, 

and the flexibility of interpretation of this constraint on the 

powers of the arbitration authorities opened the way for regular 

political interference in JNR labour relations matters.

The very first test, indeed, of the new procedures was one In which 

the Government overruled the decision of the Arbitration  

Committee (Kord linka i or Kdrd i) to uphold the JNR decision on a 

wage increase to the JNR staff. This initial use of the mediation 

and arbitration services set up in the Public Corporations Labour 

Relations Law took place in December 1949. The pay increase 

agreed between the JNR management and the labour union, Kokurd , 

was within the scope of the public corporation’s budget already 

agreed for Its first year but, despite this, the Japanese government 

- not the SCAP authority - overruled the decision and scaled down 

the pay award. The new labour procedures were set aside for the 

sake of ‘general economic policy’ and after that both the JNR’s 

management and its labour movement abandoned the legal
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structure of labour negotiations in the full knowledge that they 

would not be enforced by a government whose priorities lay

elsewhereis.

The climate for management:labour relations in the JNR worsened 

further in 1950 with the initiation by the SCAP authorities of an 

official purge of what was deemed to be the far left in Japan. This 

began in earnest in June of that year with a directive from General 

MacArthur to Prime Minister Yoshidaie, |n his letter, without 

actually using the term Communist, MacArthur referred to the 

emergence of a new opponent of his definition of democracy. This 

was summed up by the comment that “... a new and no less sinister 

groupment has injected itself into the Japanese political scene”i7 

The comparison he was making in this statement was with 

“... those persons who because of position and influence bear 

responsibility for Japan’s totalitarian policies which led to 

adventure In conquest and exploitation”.i8 ¡e. the right wing 

elements which had been the target of SCAP’s first purge in 1946. 

His expressed view was that the alms of this supposedly new 

grouping would "... if achieved, surely lead Japan to an even worse 

disaster”.19
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General MacArthur’s letter clearly set out the by then 

overwhelming judgement by the American SCAP administration 

that their real enemy In Japan was the left wing of the political 

spectrum. Ironically, the initiation of a purge of left wing 

“extremists” was carried out under the same SCAPINS2 0 , numbers 

548 and 550, as had been formulated for the purge of the right in 

1946. Category G within SCAPIN 550 was now simply broadened to 

encompass left wing opponents of SCAP policies although, In 

reality, by this time there was little or no continuation of the 

purge of the far right2i.

Realisation that MacArthur’s letter, and its accompanying SCAPIN 

directive represented the administration of SCAP’s conversion to 

an ally of the Conservative forces in Japan, prompted an immediate 

implementation of the new policy by the Yoshida government. 

Indeed, the Yoshida Cabinet, emboldened by SCAP’s measures, began 

its own red purge in tandem with the business sector. A 

substantial number of dismissals were carried out In the private 

sector of industry22 and, in the public domain, the government used 

the SCAP directives as the official sanction of its policy of taking 

out the remaining anti-establishment pockets In its workforce.
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The communications and post operations, earlier in 1949 split into 

two and not given public corporation status, suffered 335 

dismissals and, in the Japanese National Railway, 467 people 

defined as left wing activists lost their jobs23.

Signalling the death knell of any lingering Communist hopes of 

controlling labour matters in the JNR, this government policy 

might have been thought to have finally removed the most 

contentious elements from the national railway’s 

managementrlabour relations. However, combined with the early 

failure of the arbitration procedures brought in with the Public 

Corporations and National Enterprise Labour Relations Law, i t 

instead served to galvanise union opinions and to initiate a 

negative approach amongst the participants towards labour 

relations matters.

The weaknesses in the arbitration machinery convinced Kokurô 

that the public corporation’s management had little or no authority 

to deal with labour issues, and the draconian left wing purge 

further demonstrated that the government - strongly backed by the 

SCAP administration - was an implacable opponent of progressive
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labour policies. It cannot be emphasised too strongly that these 

weaknesses from the outset, by entrenching the attitudes of 

government management and labour unions, had a profound effect 

on the later performance of the Japanese National Railways. This 

factor, combined with the effect of the drafting out of the clauses 

which would have ensured the autonomous operation of the 

National Railway Public Corporation, goes a long way to explain the 

JNR’s lack of enterprise and its ultimate demlse24.

The JNR at the O utset

Although the problems were almost immediately obvious, the new 

public corporation was regarded by its management and employees 

prior to the beginning of its operations as a likely improvement on 

the previous government railway department. The JNR workforce 

interpreted their new status as public corporation employees, w ith  

their collective bargaining and arbitration rights protected, as 

being above the public sector norm and particularly favourable 

relative to their equivalents in the post and communications 

operatlons25. initially the JNR management likewise believed that 

the new structure was better than its predecessor. One favourable 

signal was that the SCAP proposals preserved the depreciation
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system introduced In 1947 (as previously outlined in Chapter 1) 

and this helped to foster the illusion that there would be internal 

control of the JNR’s finances. The public corporation therefore 

appeared to offer the attractive combination of increased 

independence from government with the retention of the status of 

management as high ranking public officials.

Both sides were quickly disappointed as the early experience of the 

JNR in operation dashed the hopes of autonomous management and 

of equitable labour relations. The national railway management 

quickly realised the practical limits on their independence with 

the initial decisions on tariff policy and on wage increases in 1949 

taken not by the JNR but by the Diet despite the existence of 

legislative procedures for their internal settlement. Likewise the 

workforce and their representatives in the labour unions knew 

almost at once that the machinery set up to reach agreements on 

wage claims and work grievances had no autonomous authority26.

It was therefore clear from the initiation of the JNR as a public 

corporation that the factional groups which might benefit from a 

particular style of operation of the national railway, namely the
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bureaucracy and the members of the Diet - In particular the Unyu 

Zoku (transport specialists) in parliament - were able to continue 

putting a higher priority on their sectional interests than on the 

‘public good’. Given the controls imposed on the JNR's management 

and, as a consequence, Its workforce, those in a position to 

exercise these constraints ie the respective Ministries, the 

elected members of the Diet, and ultimately the government, must 

be held particularly responsible for what very quickly became a 

dereliction of duty to the Japanese people.

The Role of the JNR

The policy of favouring sectional Interests, and the consequent 

struggles for power amongst the various competing groups was 

given impetus by the absence of a clear and unambiguous definition 

of the prescribed role of the Japanese National Railway. As 

discussed in Chapter 1 the JNR Law was succinct In Its description 

of the statutory duties of the state railways, while emphasising 

“... their development through efficient operation for the benefit of 

the public”.27
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This may seem to be a relatively straightforward objective, and 

one not open to the prospect of misinterpretation. However, even 

those writing much later about the setting up of the JNR public 

corporation - and despite having had practical experience of its  

operation - have not been able to agree on a common definition of 

the objectives. Kakumoto Ry6hei28 and Fujii Takeshi29, in 

publications written towards the end of the JNR’s existence, 

agreed that the description of the JNR using Kokyo (public society, 

or community) was not a true reflection of the practical character 

of the organisation. Both suggested that K6yu (public ownership) 

should have been used instead, thus avoiding the stating of the 

JNR’s implied function of “public welfare” which had proved in 

practice to be difficult to fulfil without major financial 

repercussions.

By contrast Yamaguchi Masahiro, writing in 1961 in his book 

interpreting the JNR Law, stated that the interpretation of the 

purpose of Article One should have been "... that the goal of the 

Japan National Railway Law is, to the utmost, to promote the 

welfare of the people, and that the initial form of public
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corporation was planned for the efficient management of the 

national railway operation as a method of attaining this aim.”30

In the operation of any public utility there is Inevitably some 

degree of conflict between the alms of providing social benefit and 

of maximising profitability. In its statutory form, however, the 

JNR was established to maintain and develop the national railway 

network, (the social benefit) without the profitable commuter 

railways operated by the private sector3i, and was expected to 

achieve this without any autonomy in the management of its  

finances (maximising profitability). In 1949 when the JNR was set 

up it could be said that there was in Japanese government circles a 

lack of any clear understanding of the potential conflict which 

might arise In attempting to meet these two aims. There was, 

however, a realisation that the provision of the ‘social benefit’ 

was an attractive political asset which, if financed through the 

JNR budget, could be gained without recourse to the less attractive  

method of raising direct taxes on the voting public. Management 

and labour within the JNR were effectively constrained by the 

legislation from fulfilling their perceived roles in carrying out the 

aims of the public corporation.
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The real guiding of JNR policy thus remained in the hands of the 

politicians in the Diet, whose interests were not consistent with  

the maintenance of a profitable national railway.

The consequent burden of trying to balance the conflicting policy 

goals of public utility and financial solvency was finally revealed, 

as will be discussed in Chapter 3, in the JNR’s deteriorating 

performance from the mid - 1960s. That this management problem 

took so long to be revealed in the financial performance of the 

national railway was a consequence of the buoyant nature of the 

transport market during the 1950s, and the JNR’s dominant 

position within it. It was the second period akin to a ‘Golden 

Age’32 for the railways in Japan, and it was only when operating 

conditions became more difficult - from the early 1960s - that the 

imperfections in the JNR’s structure became truly apparent.

The strength of the demand for transport from the early 1950s, and 

the comparative lack of competition to  the railways in meeting it, 

served in fact, to conceal a number of the problem areas which 

were later to have a major adverse effect on the JNR. In the labour 

field, it has already been established that the JNR’s management
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and its labour unions soon lost any illusions they had harboured 

about the efficient operation of the public corporation. The failure  

of the arbitration procedures in late 1949 put an end to the hopes 

of independent decision making by the JNR executive on labour 

matters. The unions were quick to realise that their aims of 

protecting the JNR workers’ position in respect of work conditions 

and pay would be little served by cooperating with management33.

The almost immediate realisation of the corporation’s inability to  

deal autonomously with labour issues was accompanied by a 

similar experience in the area of tariff policy. In a manner which 

was to set the pattern for decision making on JNR’s passenger and 

freight rates, the mechanism set up in 1949 in conjunction with 

the public corporation through which tariff rates would be 

regulated also failed in its first test case.

The Transport Council (Unyu S h ing ika i) which was established in 

June 1949 - in conjunction with the JNR public corporation - had 

been intended by SCAP to operate as a transport review body with  

the purpose of protecting the public interest. In line with GHQ’s 

aims of eliminating the interference of party politics, and of
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reducing government control of transport administration, the 

Transport Council was envisaged as the organ through which ta r if f  

policy would be decided. In addition to making recommendations to 

the Ministry of Transport on changes In fares - which the Ministry 

was then to be obliged to take the necessary measures through the 

Diet to put into effect - the Council was to monitor policy on the 

setting up of new transport services and also on the closure of 

existing railway Iines34.

The model which the SCAP administration adopted for the Japanese 

Transport Council was the American Inter State Communications 

Commission (ICC)35, which served as a transport regulatory 

committee independent of the US government. However, as had 

been the case with the setting up of the JNR as a public 

corporation, the SCAP plans for this Council underwent 

considerable changes when subjected to the opposition of the 

Japanese bureaucracy.
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Professor Hosono Hideo, further quoted in Yoshitake Kiyohiko's An 

Introduction to Public Enterprise in Japan, records what happened 

when SCAP’s proposals for an independent Transport Council 

became known.

As this plan of the SCAP would deprive inevitably the 
Ministry of Transport of many functions and leave it an 
almost empty shell, the politicians and bureaucrats related 
to transport strongly requested that the contents be changed. 
At last they succeeded and the contents of the plan became 
less drastic. Accordingly the Transport Council was realized 
in a degenerated form: it became solely a consultation body 
of the Minister of Transport with authority for licencing and
approval.36

From the time of its establishment the Transport Council was thus 

a passive organisation which could be consulted and then Ignored.

It could not take steps to initiate policy reviews without the 

Ministry of Transport’s approval and it even depended on the 

Ministry for staff to carry out such investigations. In its ‘Japan 

approved’ form the Transport Council proved unable to act as an 

independent watchdog in the areas of tariffs and the provision of 

transport services, to the extent that, even when applications by 

the railway enterprises were given the approval of the Council, 

they were not put forward for implementation to the Diet by the 

Ministry of Transport.
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The elevation of political considerations above the deliberations of 

the Transport Council was evident within months of its  

establishment. The JNR proposed to impose a substantial increase 

in freight rates, which had, hitherto been restricted by the Prices 

Board, the revenue from which would be used to cut passenger 

fares. In September 1949, the new Transport Council approved 

such a plan, involving a 90% rise in the freight tariff of which 10% 

would be utilised to reduce the price of passenger travel.

The Council's approval was not, however, ratified by the Diet which 

limited the freight increase to 80% and delayed Its introduction 

until January 1950. This made it impossible for the JNR to cut 

passenger fares as had been recommended by the Transport Council. 

It also necessitated a transfer from the government’s General 

Account to the national railway to offset the adverse effect on its  

revenues resulting from the delay in implementing the increase i n 

freight rates37.

Any authority which the Transport Council was supposed to have 

was, like the Arbitration Committee in labour matters, undermined 

from the outset. The JNR management were thus quickly made
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aware that they would have no autonomy in the setting of ta r if f  

rates to match the cost of providing the rail services which the 

national railway was committed to provide.

It is a point worthy of considerable debate that the supposedly a ll-  

powerful SCAP authorities should have tolerated, apparently w ith  

little protest, these examples of policy measures not implemented 

to anything like the letter of the original proposals. By early 

1950, if not before, it was clear that the national railway was 

being administered by a public corporation structure far removed 

from the autonomous organisation envisaged in SCAP’s plans. 11 

had, moreover, no real control over those aspects crucial to its  

requirement of being self-financing, or in tariff policy and labour 

relations. The two bodies set up to provide for independent, 

impartial guidance to the JNR, the Transport Council and the 

Arbitration Committee, were already shown up as being toothless 

and subservient to political decisions. In these matters, and i n 

complete contrast to GHQ’s avowed aims on setting up the 

Occupation administration, the Japanese bureaucracy continued to 

reign supreme.
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Provision of an adequate explanation for SCAP’s acceptance of 

major changes from its intended policies on the reorganisation of 

the national railway is not a simple matter. This may be because, 

on the Japanese side, there has been little wish to admit that the 

implementation of the SCAP policies was only carried out after the 

proposals had been radically altered from their original form. 11 

makes it considerably more difficult, of course, to pin the 

responsibility for the subsequent failure of the JNR on the 

enforced enactment of proposals from the Occupation 

administration if It is acknowledged that the structure actually 

introduced was In fact in a form approved by the Japanese civil 

service and politicians.

A critical factor must also have been the influence of SCAP’s own 

changed perceptions as to the ‘real enemy’ in Japan, involving Its  

conversion from an ally of liberalism to that of implacable 

opponent of the Japanese left. In the later years of the Occupation 

this reversal by SCAP undoubtedly helped the Japanese authorities 

to implement policies in which GHQwould tolerate measures which 

restored or at least preserved the privileged position of the pre

war bureaucratic structure of government.
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The supposed left wing threat was given a broader perspective by 

the Communist successes elsewhere in Asia, and culminated in the 

North Korean invasion of its southern neighbour in June 1950 which 

resulted In the outbreak of the Korean War. Even supposing that 

General MacArthur was fully aware38 of the subtle but critical 

changes which had been made in his proposed legislation for the 

Japanese National Railways, the American commitment to the 

Korean offensive made it extremely unlikely that his attention 

would be drawn back again to the national railway as such an 

important issue as it had been In the period immediately after the 

Occupation began.

The JNR’s Business O perations

It was the aforementioned Korean War that transformed the 

prospects for the Japanese economy and, aside from the merits and 

demerits of the new structure of the national railway, which gave 

a substantial boost to the demand for transport services. The 

requirements of the War, and the rebuilding of the economic 

infrastructure, initially led to an upsurge in business for the JNR 

freight operation which, despite the short recession which 

followed the ending of the Korean War, exceeded its pre-war peak
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level of tonikilometres volume in 1955. This is shown in Chart 2, 

which also indicates the continuing growth in freight 

ton:kilometres up to the early 1960s.

The expansion of the JNR’s freight business (1950 - 1965: + 69%) 

was, however, insignificant in comparison to the growth in 

passenger services. Chart 3 shows the increase in the national 

railway’s passenger business, the level of passengerrkilometres 

falling in only one year between 1950 and its peak prior to the 

first oil shock in 1973. As further indicated in Table 8, the JNR’s 

passenger volume rose by 150% between 1950 and 1965, exceeding 

the growth rate of the private railways and helping to mask the 

rapid expansion of travel by motor vehicles. In the early part of 

this period, therefore, the JNR retained a dominant share of the 

transport market, its 60% of passenger business and 52%of freight 

volume dwarfing both the private railways and the then embryonic 

motor industry.
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By the mid 1960s, however, the national railway’s market share 

position had fallen markedly, the growth In passenger and freight 

travel by road giving motor vehicles 32% and 26% of these 

respective markets. The dramatic increase in transportation by 

car and truck, particularly from the late 1950s, could have alerted 

the Ministry of Transport that the business strategy being 

implemented by the national railway’s managements required a 

fundamental review. Instead the bureaucracy and the Diet, while 

rigidly controlling the JNR’s tariffs, were content to use the 

Kokutetsu as a vehicle for politically motivated railway  

construction projects. The JNR management was, moreover, 

prepared to carry out the resultant policy of continued expansion 

of the national railway network with little regard to its long term  

viability39.

Attempts had already been made to reorganise the structure of the 

JNR Board of Directors ostensibly to provide a clearly defined 

system of internal management responsibility. The original Board 

had, from 1949, served merely as an advisory committee to the 

President who was effectively solely responsible for JNR policy 

proposals made to the Ministry of Transport. In 1953 a new
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structure was introduced^o in which the five other Directors - 

nominated by the Cabinet - made up, with the JNR President, a 

Board which would collectively formulate the policy of the 

national railway.

The 1953 Board structure was closer to the original public 

corporation model of management controls that its predecessor. I n 

practice, however, the Board of the JNR remained subordinate in 

matters of important policy, to the Ministries of Transport and 

Finance, and ultimately to the Diet. The JNR Board system was 

changed again in 1956^1 when the President - no longer the Cabinet 

- was given the authority to nominate the remaining Directors.

This might have provided a more united Board to argue the JNR’s 

case in policy initiatives with the bureaucracy, but the system of 

external controls on decisions regarding such matters as ta r iff  

rates and new line construction remained firmly in place. While 

the JNR Board continued to have a high status within the civil 

service hierarchy the changes made In the Corporation’s structure 

in the 1950s failed to make any real impact In terms of the JNR 

making independent, strategic policy decisions for the operation of 

the national railways^2.
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In matters of railway construction investment, the means by which 

decisions were taken had been established in 1951 with the 

Government’s establishment of a Railway Construction Council 

(Tetsudo Kensetsu Shingikai) ^̂3, This Council comprised twenty 

nine members only one of whom was a representative of the JNR. 

The national railway’s sole member, its President, was joined in 

making decisions on railway construction plans by ten Diet 

members, ten bureaucrats - of whom just one was from the 

Ministry of Transport - and eight outside representatives.

The operation of the Railway Construction Council established the 

procedure for securing investments by the JNR irrespective of 

their financial viability. The Council’s initial concentration was 

on the construction of local lines, eighty of which were built by 

the JNR between 1952 and 1963. The rationale for the spread of 

local railway services was also provided by reference to the 1922 

Railway Construction Act (Tetsudo Fusetsu H6) which set out the 

then government’s long term plan for a comprehensive national 

railway network. It seems inconceivable now that such a 

framework, already 30 years old when the Railway Construction 

Council was set up, could have provided the justification for the
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building of new railway lines in the 1950s. Even more 

incomprehensible is the fact that the same 1922 Act was s till 

being used in lieu of a national transport policy to sanction new 

local line construction up to the late 1970’s44.

The impact of this programme of lossmaking new line construction 

on the JNR’s finances became severe from the mid 1960s. Prior to 

then, however, it is clear that the JNR’s management acquiesced 

with this policy, its operational strategy continuing to emphasis 

the increase in transport capacity. There was, therefore, broad 

agreement amongst the JNR, the MoT, and Government for the 

commencement of formalised JNR Expansion Plans, the first of 

which took effect in 1957.

The objectives of the initial Five Year Plan were not, in fact, 

solely expansionary. The Plan was introduced because of a growing 

realisation of the obsolete nature of a substantial proportion of 

the JNR’s capital resources and over half of the proposed 

expenditure of some 410 billion Yen was designated for the 

renovation and replacement of old equipment's. The remainder 

comprised a commitment to increase the double tracking of lines
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and to raise the proportion of electrified track in the network.

This latter aim would have been implemented to a greater extent, 

and would have been of greater long term value, had the JNR not 

been obliged to construct 3500 km of low density local lines in the 

ten years from 1952. As it was, the percentage of electrified line 

which was less than 10% when the JNR Public Corporation was 

formed in 1949 had still not reached 20% prior to the opening of 

the Tokaidd Shinkansen in 196446,

1957 also saw the introduction by the JNR of a decentralised 

management structure through the establishment of a branch 

office system. Annual objectives were set in the form of an annual 

Profit and Loss Budget and, so long as the targets In the internal 

budget were met, the Chief of a Branch Office had broad autonomy 

to manage the expenses of the Branch. The system was refined i n 

1961 and the changes further enhanced the operation of a 

decentralised control system^?.

The strategy adopted in 1957 was, therefore, aimed at enhancing 

the services provided through a combination of management 

decentralisation and by promoting capital Investment in the rail
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network. The decision to adopt such an expansionary stance was, 

moreover, reinforced by clear evidence of a continuing shortage of 

capacity, particularly on commuter passenger services. Those 

complaining of congestion levels of over 2 0 0 % ^ 8  in current 

commuter rail services, both JR and private, in urban Japan would 

do well to remember that overcrowding on commuter trains was 

actually even higher in metropolitan areas thirty years ago.

The first five year plan was terminated after only three years and, 

as a response to the perceived failure to cope with the increased 

demand for rail services, a second expansionary programme 

introduced. The Second Five Year Plan, beginning in 1961, likewise 

did not serve its full term, coming to an end in 1964. Its planned 

expenditure of 950 billion Yen was aimed at increasing transport 

capacity, at large scale conversion to diesel locomotives, and at 

further electrification of major lines^s. It is most memorable, 

however, for the building of the Tdkaidd Shinkansen , a project 

which Chapter 4 covers In greater detaiiso.
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The Tdkaidd Shinkansen , which provided the impetus for the 

worldwide transition to high speed rail, was completed in 1964. It  

was built by the JNR, its own resources being supplemented by a 

loan from the World Bank, and no Japanese government subsidies 

were paid towards its construction. The lack of any public sector 

contribution to the Shinkansen construction costs reflected the 

rare implementation of one of the original SCAP principles of the 

public corporation, namely that it should be self-financing. The 

only grants received by the JNR from public funds in this period 

amounted to 3 billion Yen of Interest subsidies between 1961 and 

1965, a grudging and wholly inadequate compensation for the 

obligation to build the network of lossmaking local linessi.

Transport Policy and the JNR

The granting of subsidies on the JNR’s interest costs in this period 

set the precedent for the annual subsidy payments from the public 

sector which commenced in 1968 and continued until the 

dissolution of the public corporation in 1987. They were not, 

however, part of any formalised, consistent, policy decision by the 

government acting on the advice of the Ministry of TransportS2. As 

will be discussed In Chapter 3, the concept of making available
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public funds, in recognition of the social obligations of the 

national railway, was not one which gained much credence in the 

Japanese government sector.

National economic policy objectives, embodied in the central 

government’s Economic Plans from the mid 1950s, had clear 

Implications for important matters relating to the management of 

the national railway. Thus the overall targets in the Plans for the 

rate of economic growth, the level of price inflation, and the state 

of public sector finance had a direct bearing on the attitude of the 

bureaucracy and the Diet to the JNR’s management policy aims on 

tariffs and capital investment.

The objectives of national economic policy and of the JNR’s own 

corporate plans were not, however, co-ordinated in any way which 

would have set out a realisable objectives for the operation of the 

national railway within the overall context of Japanese society as 

a whole. The emphasis in the first JNR Expansion Plans on 

substantial capital Investment to facilitate extensions in the rail 

network was thus consistent with the overall national policy aims 

of maximising economic growth, and of creating full employmentss.
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The means by which the JNR could finance its obligation to  

maintain, and enlarge, the nationwide railway system was not, 

however, Included as part of the national economic planning 

process.

It has been implicit in economic policy through the 1950s, and then 

notably in the first National Development Plan of 1 962, that the 

JNR would continue to invest heavily on renewal of capital 

equipment, and on facilities to Increase the capacity of the 

passenger and freight network. This process of linking Investment 

in the rail infrastructure with overall economic and social 

requirements was, unfortunately, not extended to any 

comprehensive national policy on the financing of public transport 

services. The JNR was therefore obliged to submit its annual 

budgets with the confines of its own resources and without regard 

to the impact of Its proposed policies on the economic and social 

development of the nation as an entity.

The national railway’s corporate plans were incorporated in 

national policy to the extent that Its internally financed capital 

expenditure would contribute to the wellbeing of Japan as a whole.
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The burden of providing this service was, however, viewed by 

government as an internal state railway matter. The method of its  

funding, unlike the treatment of the national road networkS4, was 

therefore not regarded as a central or local government 

requirement.

Crucially, in the absence of a framework of national transport 

policy for the national railway, the JNR was denied the only 

independent means in its power to remain self-financing, the use 

of the pricing mechanism. The degree of political influence on the 

JNR’s pricing policy thus continued, maintained ostensibly on broad 

national economic considerations.

As previously indicated, the requirement on the national railway 

from 1949 was that application for a change in the basic tariff had 

to be submitted, in advance, as part of the JNR’s budget process to 

the Diet, whose approval was necessary for its implementation.

The linkage of such decisions on the national railway’s tariff w ith  

the competing objective of national pricing policy thus introduced 

a crucial basis of Justification for controls on fare increases by 

the JNR. The legislation process therefore established a system in
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which tariff revisions always lagged behind increases in the 

national railway’s operating costs, it also institutionalised a 

convention in which, even when increases in tariffs were 

authorised by the Japanese parliament, they were consistently 

lower than the rate the JNR management would have wished to

implementss.

Examples have already been given of the scaling down of proposed 

tariff increases in the context of the initial experience of the 

public corporation’s freight pricing policies in 1949. The subject 

of the enforced subsidisation of freight rates by the JNR will be 

further discussed in Chapter 4, and it should also be noted that the 

JNR’s passenger operations were given no leave to increase the 

minimum fare structure between 1951 and 196656.

To Diet politicians in this period, the controls placed by 

parliament on JNR pricing had a simple rationale. A selective 

reading of the JNR Tariff Law (Nihon Kokuyd Tetsudd Unchin Ho) of 

1948 could draw attention to the policy aims on the determination
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of tariff rates that “The (railway’s) charges should be such as to 

contribute towards the stability of the general level of prices and 

wages” and that "... they should contribute to the development of 

industry in Japan”S7.

Such a limited interpretation of the Act, however, ignored the 

remaining principles laid down for the policy of establishing ta r i f f  

rates, namely:

“the charges should be just and reasonable;

the charges should be such as to cover the cost of the service
rendered”58

The lack of any official acknowledgement in the National Diet of 

these policy objectives prevented the JNR from introducing an 

economic fare structure for its potentially profitable commuter 

services. This resulted In a permanent imbalance between the 

costs and revenues of a business operation which amounted i n 

1964 for 47%of the JNR’s passenger - kilometres volumess. it  

further preserved a tariff structure In the freight division - with 

mandatory discounted rates for many commodities - which could 

not, as will be shown In Chapter 4, be justified on the grounds of 

good business sense.

178



Most damaging in the long run, the emphasis on rigid price 

controls, on the supposed basis of serving the national interest, 

meant that the JNR’s nationwide uniform tariff rate system 

remained in place. The objective of the JNR had been to secure 

recognition of the need for a differential fare structure to reflect 

the variations in the JNR’s cost base - which would have served to 

offset the burden of providing politically inspired lossmaking 

services - but the MoT disallowed the proposed changesso. The 

national tariff stayed in operation, moreover, despite the national 

railway’s application in 1957 for a review of its pricing pollcyei.

The JNR Budgetary Process

The annual process of submitting the JNR budget, including 

applications for changes In the tariff, to the Diet for authorisation 

was only completed after the approval of the appropriate 

Ministries was secured. Prior to the Diet’s consideration of the 

budget the main proposals had to be agreed between the 

management of the JNR and the Transport Ministry; they were then 

put before the Ministry of Finance for consideration as part of the 

government’s overall annual budget^z.
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In addition to the need to secure the final sanction of the Diet, the 

annual budget process - crucial to the financing of the national 

railway’s operations - thus involved complex relationships 

between the JNR and the bureaucracy. The state of these 

relationships varied over the life of the JNR as a public 

corporation, a matter which will be touched on at several points in 

this thesis. During the JNR’s pre-deficit phase, ie. prior to 1964, 

the position of the national railway management was one of 

relative strength in comparison with the Ministry of Transportas. 

This related to the preservation of the management status as high 

ranking civil servants in the JNR Act, such that they continued to 

operate as the superior bureaucrats they had been up to the start 

of the public corporation in 1949. What is more, the national 

railway had been the most powerful division in the pre-War 

Transport Ministry and the ‘official’ bureaucracy of the MoT was 

deprived of most of its most competent members when they 

became the managers of the JNR Corporation64, The perception of 

the higher status of the JNR relative to the MoT which resulted, 

can be further neatly illustrated by the fact that the Ministry of 

Transport at that time was housed as a tenant in one floor of the 

National Railway’s head office.
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The benefits to the JNR of this apparent weakness of the Ministry 

of Transport in the public corporation’s early years were, however, 

definitely not apparent in the sense of improving the operation of 

the national railway. While It prevented any threat to the standing 

of the JNR management in the Japanese public service, the 

subservience of the MoT weakened the railway public corporation’s 

position in relation to the Dietes. The JNR’s management had 

expected that the Transport Ministry would act on the national 

railway’s behalf in negotiations with parliament on the annual 

budget and would leave the JNR in effect to run the railway 

services66. instead, the realisation by the MoT of its Inferior 

position in the bureaucratic hierarchy led to a growing spirit of 

opposition to the JNR within the Transport Ministry. There was 

therefore no countervailing Influence in support of the JNR 

position against the Diet, thus allowing the political interference 

in the national railway’s affairs to continue unabated.

In the Japanese political process something akin to a power 

struggle between the Ministries - the civil service bureaucracy - 

and the Diet is an enduring feature^?. The situation which 

prevailed in the administration of the Japanese National Railway in
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the pre-1964 period, as described above, of a relatively weak 

bureaucracy (the Ministry of Transport) and of comparatively 

strong political influence (the Diet) on railway affairs was not, 

however, typical of the general position in Japanese government 

circles at that timers.

The JNR operated as part of a legislative system in which Bills 

were drafted by the particular Ministry bureaucrats, and which 

were considered by the relevant section of the Seichdkai (the 

LDP’s Policy Affairs Research Council or PARC). The PARC 

Sections, corresponding with the various Ministries, would make 

recommendations on the policy matters put before them to the 

LDP’s Executive Council for approval prior to the proposed Bill 

being returned to the Diet for legislative consideration69.

During the 1950s and 1960s, that part of the JNR’s history 

currently under review, the general balance of power In this 

process lay with the civil service. Not least because of the 

influence of the substantial number of former bureaucrats elected 

to parliament as LDP members - an element of the system of 

Amakudari , its literal meaning of Descent from Heaven having a
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somewhat ironic ring in this context - the PARC Sections served 

largely to rubber-stamp plans put up by the Ministries.

This general picture in the Japanese political process of 

legislation being formed through a strong bureaucracy and a 

relatively weak parliament, however, contrasted somewhat with  

the situation regarding railway matters. In the transportation 

field there existed, in the PARC sectional structure, a Transport 

Affairs Section (Kdtsu Bukai) , whose LDP members also regularly 

sat on the all-party Transport Standing Committees (Kokkai Unyu 

linkai) in the Diet. The machinery was, therefore, in place for the 

influence of the Ministry of Transport (MoT) to be brought to bear 

on proposed railway related legislation. That the bureaucracy was 

not then the prime force in formulating policy In the transport 

field, in sharp contrast to the general pattern in the sphere of 

other ministries, can only confirm the relatively weak position of 

the MoT in that period, denuded as it had been of many of its ‘bright 

lights’ to the JNR on the latter’s formation^o.

It might also be said that the concept of the promotion of policy 

measures by Zoku specialists within the Diet - those MP’s who
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had a strongly influential position in the legislative process - 

developed earlier in the transport area than in many other sectors 

of the national administration. The position of the parliamentary 

Zoku was to strengthen in most policy issues from the 1970’s 

onwards particularly as, by then, there was a considerable body of 

Diet members who had built up extensive knowledge and, at least 

as important, connections (Jinmyaku) in their particular area of 

specialisation^!. As will be seen in the next Chapter on the JNR’s 

final phase, 1964 - 1987, this trend was also present in the 

transport field, and it further strengthened the authority of the 

Diet on national railway matters. The fact that the groups which 

later became known as the Unyu Zoku - and, for that matter, the 

Kokutetsu Zoku (National Railway specialists) - attained such a 

powerful position in the formation of railway policy before their 

counterparts in other fields was not the consequence simply of the 

comparative weakness, and intransigence, of the MoT. The very 

tangible benefit to local politicians of influence on national 

railway policy, a concept with which Diet members could readily 

identify, was a definite additional factor.
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T a b l e  9 L A B O U R  P R O D U C T I V I T Y  I N  T H E  J N R  1 9 3 6 - 1 9 5 7

Year
Total Number 
of Employees

Adjusted
Number

of Employees

Ra i iway 
Passenger Km 

(000m. Km. )

Total Car 
Km.

(000 Km. )

Labour P ro du c t iv i t y  
Total Car Km. /

AdJ.Number of Employees

Km.Vo 1ume I ndex

1936 227,648 227.648 26. 2 9, 615. 180 42.237 100

1945 518. 134 518.134 76. 0 9. 490. 296 18. 316 43

1946 573. 086 547.818 87. 4 9. 283. 962 16. 945 40

1947 610. 543 535.810 91. 2 9. 585. 600 17. 754 42

1948 604.243 529.401 82. 0 10, 893. 823 20, 575 49

1949 490.727 419.121 69. 7 12. 173. 635 29. 042 69

1950 473.473 402.792 69. 1 13,482,595 33. 469 79

1951 442.153 372.024 79. 0 15.303,798 41, 140 97

1952 447.385 377.340 80. 5 15. 521, 704 41, 130 97

1953 450.046 380.046 83. 6 16. 543, 375 43, 519 103

1954 444.566 374.566 87. 0 16,840,711 44. 942 106

1955 445.637 375.637 91. 2 17. 748, 334 47. 217 112

1956 447.715 377,715 98. 1 18,851.683 49.910 118

1957 450.425 380,273 101. 2 19,497,412 51. 272 121

N o t e  ; T h e  A d j u s t e d  N u m b e r  o f  E m p l o y e e s  i s  t h a t  n u m b e r  w h i c h  w o u l d  h a v e  b e e n  r e q u i r e d  t o

p r o d u c e  a  t o t a l  o f  w o r k  h o u r s  c o m p a r a b l e  w i t h  t h e  b a s e  f i g u r e  i n  1 9 3 6 .  T h i s  e n a b l e s  a  
m e a s u r e  o f  l a b o u r  p r o d u c t i v i t y  t o  t a k e  a c c o u n t  o f  t h e  s u b s t a n t i a l l y  h i g h e r  w o r k  h o u r s  

c o m m o n  I n  t h e  p r e - W a r  p e r i o d .

S o u r c e  : A d a p t e d  f r o m  d a t a  i n  N i h o n  K o k u y Q  T e t s u d o  S h i n k a n s e n  S o k y o k u C J a p a n e s e  N a t i o n a l  R a i l w a y s  S h i n k a n s e n  

G e n e r a l  B u r e a u ) .  R a t n i c h i  S e k a i  G i n k S  E n o  T e i s h u t s u  S h i r y o s h O - E i g y d  K a n k e i  B e s s a t s u - ( C o l l e c t i o n  o f  

M a t e r i a l s  S u b m i t t e d  t o  t h e  W o r l d  B a n k  S u r v e y  C o m m i s s i o n  T o  J a p a n :  S u p p l e m e n t  V o l u m e  On  O p e r a t i o n ) .  

1 9 6 0 .  N i h o n  K o k u y O  T e t s u d o O a p a n e s e  N a t i o n a l  R a i l w a y s ) . '  K o k u s a l  F u k k o u  K a i h a t s u  G I n k S  K a r a n o  K a r i i r e  

No T a m e n o  I p p a n t e k i  S e t s u m e i ( G e n e r a l  E x p l a n a t i o n s  T o  O b t a i n  L o a n s  F r o m  t h e  I n t e r n a t i o n a l  B a n k  f o r  

R e c o n s t r u c t i o n  a n d  D e v e l o p m e n t ) .  1 9 5 9 .  C h a p t e r l O .  1.  p .  2 3 .



By 1957 (the final year covered in Table 9) there existed three 

separate unions representing JNR workers73. This had the effect of 

complicating labour relations within the national railway, although 

it did not lead to an upturn in the incidence of serious disputes.

The splits, however, pushed Kokurd (the founding railway labour 

union) in a leftwards direction, especially after the establishment 

of the more moderate Tetsuro (Japan Railway Workers’ Union).

The new less militant union’s strength increased as It was joined 

by other regional factions, with subtle encouragement offered by 

JNR management so to do74. The favouring by the JNR 

administration o fT e tsu ro  members over those in Kokurd took the 

form of such things as ease (or otherwise) of promotions, and of 

differential wage increases. The practice of these management 

policies had a favourable effect initially in terms of reducing 

Kokurd’s bargaining power, and therefore in the occurrence of 

active labour disputes. The unions’ loss of bargaining position, 

combined with the period of great JNR strength in the transport 

market, thus resulted from the late 1950s until the mid 1960s in 

an appreciable reduction in visible strife in labour relations 

matters Inside the national railway's. During that time, the third 

union Ddrd (National Railways Locomotive Crew Union) was not a
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major force on the labour side, and, in any case, it continued to 

pursue moderate policies. At the time of the formation of D6r6 

which, as in the case of T e tsu r6 ’s establishment, was supported 

by JNR management's, it had been thought that most if not all 

locomotive crew members would join. However, some 30% of the 

JNR’s train drivers, including the bulk of the locomotive staff in 

the Tokyo area, stayed with Kokurd , thus greatly reducing the new 

union”s effectiveness as a weapon in any labour disputes. Even so, 

with Tetsurd  also on the moderate wing of the railway unions, 

Kokurd was left to plough a lonely furrow on the left side of the 

labour relations field^/.

The phase of rapid growth in the JNR’s business - encompassing its  

profitable period up to 1964- thus coincided with a time of 

relative stability in its managementrlabour relations. The in itia l 

problems caused by imperfect legislation of labour procedures 

were largely forgotten through the prosperous 1950s and Into the 

next decade, only to be resurrected when the JNR’s financial 

position took an irreversible turn for the worse in the mid 1960s.

187





The JNR in 1964

From its inception in 1949, the national railway corporation had 

been clearly seen as a vehicle for extending political influence.

Even in this pre-deficit phase, therefore, the JNR had operated in 

an environment in which its revenues suffered, through external 

price controls, a far greater degree of regulation than did its  

costs. This manifested itself in a fundamental imbalance between 

the JNR’s obligation to maintain and develop the national ra il 

network, and the lack of freedom of management to finance i t 

though changes in the tariff.

As such the financial results of the JNR for the fifteen years up to 

1964, far from reflecting the successful Implementation of an 

efficient system of managing a national railway enterprise, were 

only sustained by the overall strength of the transport market. The 

results, shown in Table 10 were, however, taken by the MoT, the 

government and by the national railway’s management as an 

indication that the JNR could continue to cope with the justifiab le  

demands of substantial capital investment to enhance trunk and 

commuter services and the somewhat more questionable demands 

for the construction of new lines in rural areas. The avoidance of
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This lack of objective analysis, in the face of the dramatic 

increase in the market share of road haulage, also applied to the 

JNR’s adherence to its nationwide freight system. As in the case 

of lossmaking rural passenger line construction, there was later to 

be a clamour of protest at the scale of losses from the JNR’s 

freight operations. Up to the mid-1960s, however, the apparently 

healthy overall financial state of the national railway was allowed 

to obscure the fact that maintenance of a national freight network 

ignored the growing competitive threat from the road sector79.

The trends illustrated in Charts 4 and 5 of the decline in market 

share of both the JNR’s passenger and freight operations thus 

failed to provoke any re-examination of the pricing and output 

policies of the national railways. Such an evaluation might have 

prevented the escalation of losses and debt which finally led to the 

JNR’s dissolution in 1986. Instead, with sentiment buoyed up by 

the successful completion of the Tôkaidô Shinkansen in time for 

the 1964 Tokyo Olympics, the national railway entered a new era 

with little perception by the participants as to the impending 

changes in its fortunes.
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C h a r t  4 P A S S E N G E R  T R A N S P O R T  BY MODE OF 
T R A N S P O R T A T I O N

(00 Million Passenger-Km)

1960 65 70 75 80 8 6  F i s c a l  Y e a r

Source : Adapted from data in Unyush5 (Minis t ry of Transport) .  ShSwa 62 Nenban Unvu Hakusho(Annual Ministry 
of Transport White Papers for  1987). 1988. p. 387.
UnyushO(Ministry of Transport) .  Rikuun Tgkei Nenpo(Annua) Report on S t a t i s t i c s  Concerning Land 
Transportat ion) .  1960-1969 Edit ions.



C h a r t  5 F R E I G H T  T R A N S P O R T  BY MODE O F  
T R A N S  P O R T A T I  ON

(00 Mi 1 lion Ton-Km)

1960 63 70 75 80 8 6  F i s c a l  Y e a r

Source : Adapted from data in Unyusho(Ministry of Transport) .  Showa 62 Nenban Unyu Hakusho(Annual Ministry 
of Transport  White Papers for  1987). 1988. p . 398.
Unyusho(Ministry of Transport) .  Rikuun TOkei Nenpo(Annual Report on S t a t i s t i c s  Concerning Land 
Transportat ion) .  1960-1974 Edit ions.



CHAPTER 2 ENDNOTES

1. Kakumoto Rydhei (1982) “The JNR’s Failings as a Public 
Organization”, Japan Echo. Vol. 9, No. 3. p.88.

2. The resolve within SCAP to carry out the swingeing job 
cutbacks in the public sector, and to tailor them to enact the other 
major objective of reducing Communist influence In the labour 
unions, had been strengthened by further disputes during May and 
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number of Incidents of sabotage of national railway lines took 
place, the JNR President being moved to say in late June that 
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Programme. In February 1949 President Truman sent the president 
of the Bank of Detroit, Joseph Dodge, to Japan. He was given wide 
powers to carry out his mission - to curb inflation and to report on 
ways of rebuilding a strong economy. Dodge had earlier performed 
a similar role In West Germany. The medicine he prescribed was 
severe. He ordered large-scale lay-offs to improve productivity 
levels in industry and further undercut the already weakened 
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sharply to balance the budgets, and a quarter of a million  
government officials were made jobless. The ‘Dodge Line’ resulted 
in a severe short-term economic recession, but it served its  
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p.29.
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Johnson (1972), p.66.

6. Johnson (1972), p. 67.

7. Major cutbacks in public sector employment were required in 
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in the government service, the national railway was an obvious 
target for the implementation of the Teiin HÓ. Ibid, pp. 66 - 69.

8. Ibid, p. 69.
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national railway - combined with the impact of the 
ineffectiveness of the arbitration procedures laid down in the Kórò  
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JNR’s management:labour relations.

192



10. The 1985 Opinions of the JNR Reform Commission (discussed 
in detail in Chapter 5) cited the repair of the ‘abnormal’ JNR labour 
relations as one of the motivating factors behind the privatisation 
of the National Railway. Nihon Kokuyù Tetsudó Saiken Kanri linkai 
(1985), (JNR Reform Commission), Kokutetsu Kaikaku ni Kan Suru 
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Tokyo; in the 1986 Edition on pp. 308 - 336.
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13. Horiki Kenzo, Abiko Yutaka, Taki Kiyohiko (Interviewees)
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p.36.

14. These quotes are from Article 8 of the Kóró Hó , as set out on 
p. 145 of this Chapter.

15. This view was expressed in Interviews (in the period from 
September 1991 to March 1992) both by JNR management 
representatives, Kitsutaka Hiromasa and Ishii Naoki ( and 
confirmed in Ishii’s Manuscript(l 991 ), Short History of Labour 
Problems on JNR , Tokyo, pp.3-4) and by the JNR Labour Union 
(Kokuró ) leader. Mutò Hisashi.

16. MacArthur, General Douglas, SCAP, (6 June 1950). Letter to 
Japanese Prime Minister Yoshida Shigeru.Tokvo. The author 
consulted the copy of the MacArthur letter to PM Yoshida in the 
Kensei Shiryó S h itsu  (Modern Japanese History Materials Room) i n 
the Kokkai Tóshokan (Diet Library), Tokyo. Available on 
microfiche, GHQ/SCAP Records (RG331), Box 2229B/ Sheet 45 (B )- 
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20. SCAPIN was the name given to the Policy Directives sent by 
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government.
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23. Kókyó Kigyotai to Ródo Kumiai Kyòkikai (ed.) (1978), (Public 
Corporations and Labour Unions Council), Kórókvó Sutoken Dakan 
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Hiromasa, Tokyo, December 1991.

26. Kitsutaka Hiromasa, Ishli Naoki, and Mutò Hisashi. Interviews 
conducted in Tokyo between September 1991 and March 1992.
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32. The first period to which the appellation ‘Golden Age’ was 
attached was (as discussed In Chapter 1 ) In the 1920s. The second 
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and encompassed the ‘Showa 30s’ (1955 - 1965). Even the then 
Secretary General of the JNR’s most radical labour union Kokuró , 
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1991 and March 1992.

34. The Transport Council was established as an integral part of 
the SCAP policies of ‘’democratising” the administration of the 
transport administration in Japan. GHQ’s aim was to set up a body 
similar to the Interstate Commerce Commission in the USA, free 
from bureaucratic Interference and independent of the Regulatory 
System of the Ministry of Transport. The process of its  
establishment is set out in SCAP (1952), Voi. 53, Land and A ir 
Transportation, pp. 19-20.

35. Yoshitake Kiyohiku cites Professor Hosono Hideo (see Endnote 
26) as believing that the Inter-State Communications Commission 
(ICC) was “...the original pattern of the Transport Council in Japan 
...” Yoshitake Kiyohiko (1973). An Introduction to Public 
Enterprise in Japan. London, pp.283 - 284. "... In the immediate 
postwar period, the purpose of the SCAP was to eliminate the 
interference of party politics and to reduce strong governmental 
control from the administration of transport utility services in 
Japan. Therefore the contents of the articles of the Tribunal which 
the SCAP had attempted to establish in Japan were quite similar to 
the ICC. The Japanese side was shocked at the radical contents and 
tried to alter them.” Ibid, pp. 283 - 284.

36. Ibid, pp. 284. The original source quoted. Professor Hosono 
Hideo, is further cited in the Bibliography of this study, (1971), 
“ Tetsukidó Kisei Rippo no Chinpu Sei to Sono Kindaika - Tetsudò  
Eigyó H6, Chihó Tetsudò Hó, Kidó Hó o Chùshin N i" (Obsolescence 
of Railroad Regulation Acts In Japan and Need of Their 
Modernization), in Kòtsù Kenkvù Nenpò (1970 Nen) (Transport 
Research Annual Papers, 1970), Tokyo, pp.1 65-182. This work Is a 
debate on the system of regulation of the railways in Japan, the 
need for its modernisation relating to the initial problems Incurred 
in the implementation of the public corporation legislation In
1949. Professor Hosono Hideo was also, as revealed in discussion 
with Maeda KiyojI, Director General of Unyu Chósa Kyoku , a 
member of that Institute’s 1948 investigation of the public 
corporation structure proposed for the JNR. Material obtained in 
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1991.
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37. SCAP (1952), Vol. 53, Land and Air Transportation, pp. 94 - 95.

38. General MacArthur was still closely involved in matters 
concerning the administration of the national railway in its public 
corporation mode in the implementation of the Teiin H6 labour 
cuts In July 1949 and during the period of ‘railway incidents’ 
which took place between July and August of that year. He ceased, 
however, to take any day-to-day Interest in the management of the 
national railway after the laws setting up the JNR were passed in 
the Diet.

The first of the ‘railway Incidents’, the mysterious death of JNR 
President Shimoyama Sadanori, on 5 July 1949, occurred one day 
after the first round of the Teiin H6 railway staff dismissals. The 
Mitaka Incident, In which a sabotaged JNR locomotive killed 6 
people at Mitaka Station, Tokyo, on 1 5 July 1949 also happened a 
day after the second JNR labour cuts. The third, which is the 
subject of Johnson (1972), was the derailment of a JNR passenger 
train bound for Matsukawa, on 17 August 1949, in which three JNR 
operatives were killed. The suspicion that there had been direct 
Communist Party involvement in these acts of insurrection, while 
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must be taken to curb the Influence of the left in Japanese public 
life. The consequence, as set out earlier in this Chapter, was the 
purge of left wing ‘extremists’ - including several hundred in the 
JNR - initiated by MacArthur’s letter of 6 June 1950 to PM Yoshida.

Beyond his addressing of these broad issues, which encompassed 
SCAP policy towards Japan as a whole, MacArthur does not, 
however, seem to have remained concerned, after the setting up 
of the JNR, with what may have seemed the minutiae of the 
mechanics of managing the new railway public corporation. In 
researching this issue the author. In fact, found no categorical 
evidence of General MacArthur taking any particular interest in the 
day to day management of the railways after the implementation 
of the JNR Law and the Public Corporations Labour Relations Law. 
Supporting evidence comes from MacArthur’s own book, (1964) 
Reminiscences. London, in which Part Eight, pp. 269 - 324, deals 
with his experiences during the occupation of Japan. In this 
section, he refers (on p. 309) to the achievement of the reforms
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effected in 1949 to set up the public corporations, but, thereafter, 
makes no further mention of the JNR or of the other K6sha.

39. Various Interviewees, including Maeda Kiyoji, Kitsutaka 
Hiromasa, and Ishii Naoki - all of whom held management positions 
in the JNR - expressed the view that the JNR Executive was 
prepared to ‘go along with’ the continued expansion of the national 
railway network, even though they knew that It was not 
economically viable, because it had the result of increasing the 
size of the JNR ‘empire’. Interviews conducted in Tokyo between 
July 1991 and March 1992.

40. The 1953 changes to the JNR Board structure were made in 
order to dilute the previous autocracy of the JNR President i n 
negotiations on national railway policy with the Ministry of 
Transport and the Diet. Thuong, Le Trung (1980), A Comparative 
Study of Nationalized Railroads in the United Kingdom. France.
West Germany, and Japan. Ph.D Dissertation, Michigan State 
University, pp.136-137.

41. The fine tuning of 1956, giving the JNR President the right to 
nominate the corporation’s Board members, was in response to the 
JNR administration’s wish to reduce the influence of government in 
the conduct of the affairs of the national railway. See Yoshitake 
(1973), p.233. As expounded in this and later Chapters of this 
thesis, this policy was not successful. The theme of ‘ political 
interference’ In the running of the JNR is a key part of Chapters 3 
and 4, notably pp.207-245. pp. 254-259, pp.279- 281, pp. 294-300, 
pp.304-307, p.315, pp. 325-327. The point Is also confirmed In 
Thuong (1980), p.236 and p.241.

42. This is the conclusion drawn from the analysis of the JNR’s 
management structure, and of the effects of government transport 
policy on the operation of the national railway on pp. 169 - 184.
See also this Chapter’s Endnotes 40, 41 and 43.

43. The setting up of the Railway Construction Council was the 
method adopted by the Ikeda administration to thwart any 
attempts by the JNR management to take a position on the 
construction of new lines independent of national political 
considerations. Interviewees, such as Ishikawa Tatsujird and Ishii
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Naoki - in service as JNR Managers in the period under discussion - 
stressed that the management of the national railway of that time 
was aware that the establishment of the Railway Construction 
Council had been politically motivated. Interviews conducted in 
Tokyo between September 1991 and May 1992.

44. As discussed in relation to the S e ijise n  (political lines) in 
Chapter 3 of this thesis.

45. Nihon Kokuyu Tetsudo (Annual), (JNR), Kokutetsu Yosan Sankd 
S h irvo  (Reference Material for Budget Discussions), Tokyo. The 
JNR Five Year Plans are contained in the 1976 Edition on pp.508- 
513; the First Five Year Plan is on pp.508-509.

46. Nihon Kokuyu Tetsudo J6h6 Shlstemu Bu (ed.) (1983), (JNR 
Department of Information Systems), Tetsudo Tdkei Shirvd Ruinen 
Hv6 (Annual Statistical Material on the Railways), Tokyo, p.273.

47. Ishikawa Tatsujiro (1983), “Kyodai Soshiko no K oku fuku - 
Kokutetsu ni okeru Bunken Kanri no K e iken” (The JNR’s Experience 
with Decentralized Management), Unvu to K e iza i , Vol. 43, No.3, 
March, p.10.

48. 200% congestion is a measure in which there are twice as 
many passengers as the train’s capacity; it is defined by the Japan 
Non-Government Railways Association (Nihon Minei Tetsudd 
Kyokai) as being a level of congestion in which ‘bodies may not be 
moved voluntarily. Even hands cannot be moved. Passengers tend 
to fall over together with sudden train movements’. Japan 
International Cooperation Agency (ed.) (1993). Ote M intetsu no 
Suaao (Profile of the Major Private Railways), Tokyo, p. 16.

49. Nihon Kokuyu Tetsudo (1983). Kokutetsu Yosan Sankd Shiryd, , 
pp. 5 1 0 -  511.

50. The Tdkaidd Shinkansen is discussed in case study in Chapter 
4, in the context of the development of the JNR’s high speed 
passenger network.

51. The first interest subsidies were granted based on Law 117 
(1961), Nihon Kokuvu Tetsudd Shinsen Kensetsu Hoio Tokubetsu
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Sochi Hó (Special Law for the Construction of New Lines). The 
matter of the granting of subsidies for the building of loss-making 
new lines is discussed in Takai Shigehisa (1961). Nihon Kokuvú 
Tetsudó (The JNR), Tokyo, pp.24-5; and in Nihon Tetsudo Kensetsu 
Kodan (1974), Jú Nen Shi (The Ten Years History of the Japan 
Railway Construction Public Corporation),Tokyo, p.18.

52. This is the conclusion drawn from the analysis on public 
sector financial support for the JNR in Chapter 3, pp. 239 - 245.

53. An account of Japanese government economic policy In this 
period is given In Nakamura Takafusa (1995). Lectures on Modern 
Japanese Economic History 1926-1994. Lecture 5, pp.217-225.

54. In Japan, roads are built and maintained under the aegis of the 
Ministry of Construction, whereas railways, as well as air tra ffic  
and harbours, come within the jurisdiction of the Ministry of 
Transport. Expenditure on road construction forms part of the 
Government’s annual investment budget, although funds for roads 
and motorways are provided by revenues from the Fuel Tax and 
from the Toll System on motorways. No such funding from taxes or 
tolls is available directly for railway construction projects. The 
author is indebted particularly to Ishii Naoki, Managing Director o f 
Kótsu Tókei Kenkyújo {\nst\t\Jte  of Transportation Statistics) and 
Maeda Kiyoji, Director General of Unyu Chósa Kyoku (Institute of 
Transport Economics) - both in Tokyo - for an explanation of the 
system of financing road construction in Japan. Interviews 
conducted between July 1991 and May 1992.

55. Taking average price levels in the mld-1930’s as the base for  
comparison, the JNR’s passenger tariffs rose up to the m id-1970’s 
by considerably lower levels than other everyday items of 
expenditure. Over that 40 year period, JR fares rose by a multiple 
of 4.9 times, which compares with 17.8 times for newspaper 
prices, and 24 times for sentó  (public bath) prices. Bank of Japan 
Statistics, as quoted in Tsuru Shigeto (1993), Japan’s Capitalism: 
Creative Defeat and Beyond. Cambridge, Table 7:11, p. 209.

56. Nihon Kokuyu Tetsudo Ryokaku Kyoku (1981), (JNR Passenger 
Department), Rvokaku Handobuku (Passenger Handbook), Tokyo, 
p.56.
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57. JNR Tariff Law (1948), Articles 3 and 4. The Kokuyu Tetsudo 
Unchin Ho (JNR Tariff Law) is contained in the (Annual) Chukai 
Tetsudo Ro d d o  (Compendium of Railway Laws), Tokyo; in the 1993 
Edition on pp.3080-3086.

58. Ibid, Articles 1 and 2.

59. Kotsu Tokei Kenkyujo (ed) (1 994), (Institute of Transport 
Statistics), Tetsudo Tokei Ruinen Hv6 (Railway Statistical 
Annual), pp. 98-99.

60. An account of the JNR’s attempt - unsuccessful as it was - to 
persuade the regulatory authority (the MoT) to allow it to abandon 
its nationwide uniform tariff rate system is given in Kim, Key 
Whan (1971), The Price and Output Policies of the Japanese 
National Railways. 1 9 4 9 - 1963. Ph.D Dissertation, Berkeley, 
pp.140-142.

61. The review of JNR tariffs was undertaken by the Railway Rate 
System Study Commission which set out to evaluate the JNR’s 
proposal to be allowed to abandon Its adherence to a rigid 
nationwide tariff rate. The Commission’s judgement (upheld by the 
Ministry of Transport) that the national railway would not be 
permitted to introduce differential pricing, taken on the grounds 
that the continuation of the uniform rate would promote regional 
economic development, put the JNR from that point at a permanent 
disadvantage in its ability to compete with other transport modes. 
Again see Kim (1971 ), pp. 140 - 142.

62. The legislative process of deciding on, and ratifying the annual 
budgets for the JNR, was no different from that which applied to 
the other public corporations in Japan. The process is as described 
in TsuJI Kiyoaki (1984), Public Administration in Japan. Tokyo. 
Chapter 4, pp.35-52.

63. Choi, Eunbong (1 991), The Break-up and Privatisation Policy 
of the Japan National Railways. 1 980-87: A Case Study of Japanese 
Public Policy - Making Structure and Process. Ann Arbor, Michigan, 
pp.315-317. For example she writes ’’From 1949 to 1987, the MOT
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and the JNR maintained a very peculiar relationship with each 
other. The JNR, although nominally supervised by the MOT, actually 
outclassed it.”

64. Interviewees, ishikawa Tatsujiro, Kakumoto Rydhei, and 
Kitsutaka Hiromasa, all graduate recruits of the JNR in its early 
phase, confirmed that the national railway public corporation was 
regarded as a much more attractive career choice than the Ministry 
of Transport which had a relatively low status in the Japanese 
bureaucratic hierarchy. Interviews conducted in Tokyo between 
October 1991 and May 1992.

65. Ishikawa Tatsujird explained to the author in Interview that 
the JNR executive management found, unexpectedly, that they were 
obliged to represent the national railway’s interests directly to 
the government’s policy-making Committees (theSeichokai or 
PARC) In the Diet. The weakness of the MoT left a vacuum in the 
political process of deciding on railway policy, and played into the 
hands of Diet politicians anxious to use the JNR as a means of 
securing the construction of local lines which could not be 
justified economically. Interview conducted in Tokyo, November 
1991.

66. Ibid.

67. For an extended discussion of the post-War relationships 
between the bureaucracy and the executive in the formation of 
policy in Japan see Campbell, John (1977), Contemporary Japanese 
Budget Politics. Berkeley; Koh, B.C. (1989), Japan’s Administrative 
Elite. Berkeley; and van Wolferen, Karel (1990), The Enigma of 
Japanese Power. London.

68. Choi (1991), p.162, makes this point succinctly - “During the 
period 1957-1972, the LDP had reigned, but the bureaucracy had 
actually ruled." See also Van Wolferen (1989), p.33 and pp.120-
126; in particular, p.122 - “The golden age of the MOF bureaucrats 
extended from the United States occupation era to the mid-1960s. 
This was the period when, operating in tandem with MIT I 
bureaucrats, they more or less ran Japan.”

69. The process is described in Choi (1991), pp.1 57-162.
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70. Interviewees Ishii Naoki, Ishikawa Tatsujirò, and Kitsutaka 
Hiromasa, all former JNR Managers, confirmed that, on the setting 
up of the JNR, the ‘first’ career choice for executives was the new 
railway public corporation rather than the MoT. Interviews, Tokyo, 
September 1991.

71. Choi (1991), pp. 172 - 178.

72. See Table 9, adjoining p.l85 (for JNR labour productivity 
statistics), and Koshiro Kazuyoshi (1982). Nihon Ròshi Kankei 
(Labour Relations in Japan), Tokyo, Table VII - 14, p .l78  (for 
statistics on labour disputes in the JNR).

73. D o rò , the National Railway Locomotive Crew Union, was 
formed in 1951 to act for the JNR’s engine drivers and firemen. 
Tetsuró  , initially called Shin Kokuró  (New Kokurò) was 
established initially In 1957, as a breakaway from the radical 
union Kokuró in the Niigata district. Tetsuró , whose name in 
English is the Japan Railway Workers’ Union, sought to represent 
all categories of JNR workers, and so developed in direct 
competition to Kokuró . Mutò Hisashi, the former Secretary 
General of Kokuró, explained to the author in interview that his 
labour union regarded Tetsuró  as a potentially serious threat from 
the outset of its establishment because it appealed to the mass of 
JNR employees. Material obtained in Interview, Tokyo, March 1992.

74. Having been set up in one small area of the JNR’s operations 
(Niigata), Tetsuró gradually established a foothold throughout the 
national railway. This moderate union had originally been formed 
with the unofficial encouragement of the JNR management, in order 
to reduce the Influence of Kokuró . The policy of establishing a 
second labour union with incentives from management is described 
by van Wolferen as common practice In the Japanese corporate 
sector: “A preferred tactic of companies with troublesome unions 
was to establish a moderate rival union. Within a short time this 
alternative union would generally attract many more members than 
the activist union, since employees soon realised that not to co
operate would block their promotion prospects.” van Wolferen 
(1990), p.68.
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The principle of corporate management favouring the members of 
the moderate labour union which van Wolferen cites was also a 
feature in the JNR era. Introduced as a means of weakening Kokuró, 
and so in theory reducing the threat of radical action by the unions, 
the policy served Instead to worsen the climate for labour 
relations in the national railway. One senior manager in the JNR’s 
Staff Relations Department described the system to the author I n 
the following way: “The atmosphere amongst the JNR personnel, in 
those areas in which Tetsuro  was organised, became spiteful 
because managers encouraged members of Kokuró to leave and jo in  
Tetsuró, which was no doubt unfair labour practice. Moreover, 
those who left Kokuró were given favourable treatment from 
managers such as accelerated promotion, and exceptional wage 
increases.” In view of its sensitive nature, this comment from one 
of the author’s interviewees cannot be attributed. Interview  
conducted in Tokyo, March 1992.

75. Interviews with both JNR Management of the time - notably 
with Ishii Naoki and Kitsutaka Hiromasa - and with union leaders 
such as Mutò Hisashi (the former Secretary General of the leading 
labour union, Kokuró) - confirmed that the operation of the JNR in 
the period from the mld-1950’s to the mid 1960’s was not 
substantially affected by labour disputes. Any tendency towards 
militancy by Kokuró was suppressed- successfully by the so-called 
‘unfair labour practices’ of the JNR Management, and the new 
breakaway labour union, Dóró, began its existence as a relatively 
moderate organisation. Interviews carried out between September 
1991 and March 1992. Confirmed in Kóshiro (1982), Table VII - 
14, p.178.

76. The tacit support given to the establishment of Dóró in 1951 
was the first significant intervention by JNR management in the 
structure of the unions in the JNR. It represented the formation of 
the JNR executive’s policy of ‘divide and rule’ in relations with the 
labour unions. Interviewees on both sides of the ‘divide’ within the 
JNR - Management and Labour Union Officials - such as Ishikawa 
Tatsujirò, Ishii Naoki, Kitsutaka Hiromasa, and Mutò Hisashi, 
confirmed that it was the deliberate policy of the national railway 
executive to dilute the influence of the labour unions on the 
operation of the JNR by helping to split the labour movement into 
divisive factions. Interviews conducted in Tokyo between October
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1991 and May 1992. Confirmed in Ariga Sôkichi (1973), Sengo no 
Kankô Rodò Undo no Hensen ni Tsu ite  (About the Changes in the 
Postwar Labour Movement), Tokyo, pp.205-206.

77. This comment was made by Mutò Hisashi, the former Secretary 
General of the labour union, Kokurô, in Interview, Tokyo, March 
1992.

78. This view was expressed in interview by Takahashi Kòji, the 
now President of Tekken Construction Ltd. The comment was in 
response to a question on the attitude of the JNR management 
towards the construction of politically motivated rural lines. 
Interview, Tokyo, February 1992.

79. Chart 5, adjoining p. 190, shows that, even as far back as the 
early 1960s, the road transport sector was taking away market 
share from the railways in the transportation of freight.
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CHAPTER 3

NATIONAL RAILWAY POLICY IN THE JNR’S LOSSMAKING 
PERIOD 1 9 6 4 -1 9 8 7

The JNR in the Red

In 1962 the Japanese government launched the first National 

Development Plan (Zenkoku Sdgd Kaihatsu Keikaku) which 

incorporated, amongst its targets, the Double The National Income 

goal of PM Ikeda Hayato. This Plan prolonged a phase of rapid 

economic growth in Japan which had begun in the mid 1950s and 

consolidated Japan’s position in 1964 as a leading force in heavy 

industry, and with a major presence in the electronics fie ld !. By 

then recognised as a potential world economic power, Japan’s 

technological prowess was, moreover, epitomised by the JNR’s 

successful completion of the pioneering Tdkaidd Shinkansen 2.

The inauguration of services on the new high speed line from Tokyo 

to Osaka took place in 1964. That year was also, however, the 

first occasion on which the national railway recorded a sizeable 

annual loss, a position from which the JNR was never to recover. 

The deficit in 1964 of 30 billion Yen was attributable to the 

unprofitability of the operation of the state railway’s local 

passenger and freight services3. The dilemma of how this deficit
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could be funded was solved by the introduction of the annual 

system of financing the JNR losses by its incurring further debt^, a 

procedure which lasted right up to the national railway’s eventual 

dissolution.

There is no evidence that this move into the red by the JNR 

produced any discernable change in policy adopted towards the 

national railway by either the transport bureaucracy in the MoT or 

by the corporation’s management. Indeed, the JNR put into force, 

the next year, its third ambitious Five Year Plan, involving the 

expenditure of 1420 billion Yens.

1964 did see, in addition, government ratification of the 

establishment of the Japan Railway Construction Public 

Corporation (Nihon Tetsudô Kensetsu Kôdsn) . The o ffic ia l 

justification of the setting up of this publicly financed body was 

that it would provide funding for railway construction projects in 

both the national and private sectors. This was, indeed, a laudable 

aim and might have suggested that the national government was 

going to develop a more comprehensive approach to transport 

planning.
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The potential availability of finance towards the construction of 

new lines was certainly used by politicians to maintain the 

illusion that the Railway Construction Corporation would have a 

substantial role within the framework of a national transport 

policy. The Construction Corporation’s resources have since been 

utilised by the private sector for capital investment projects^ but 

it is evident that the real reason for its establishment at the time 

was as a device to ensure that any objections by the JNR7 to the 

construction of new lossmaking lines would be removed. By 

sanctioning a system in which the capital cost of most new line 

construction would be borne by the Railway Construction 

Corporation, the Diet effectively removed the impetus of JNR 

opposition to the continuation of the policy of building lines which 

even at the outset were known to be unprofitable.

The use of the national railway as a means of furthering political 

aims was therefore reinforced by the existence of this new public 

corporation. Between 1968 and 1975 it resulted in the 

construction of new rural lines which added to the JNR’s operating 

losses, and further such local lines were still being built up to 

1980. At that point the rural routes accounted for over 40% of the
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JNR total, but contributed a mere 5% of its transport volume. 

Proposals made by the JNR In 19688 to close a substantial number 

of its lossmaking local lines took - because of political objections 

- more than a decade to Implement. In the meantime the JNR was 

obliged to take responsibility for the running of further new rural 

services into the 1980s at which time government legislation 

finally permitted a number of its lossmaking local lines to be 

closed or converted to Third Sector operations.

The burden which would remain with the JNR of financing the 

running costs of the operation of the facilities built by the 

Railway Construction Corporation was a point conveniently 

overlooked when the latter organisation was set up in 1964. In 

addition to the problem of funding losses on the operation of rural 

lines which ensued, the Construction Corporation’s Jôetsu 

Shinkansen (opened in 1982) also left the JNR a legacy of massive 

operating deficits in the remaining five years of its existence!o.
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JNR Corporate Policy in the Lossmaking Phase: Continuing  
Expansion in a Changing Transport M arket

Within the framework of the JNR’s own corporate planning, the 

Five Year Plan drawn up in 1964 continued to echo the expansionist 

theme of its two predecessors. Known as the Five Directions Plan 

(Gohômen Sakusen) , it sought principally to increase capacity in 

the JNR’s commuter services and on its major trunk routes. The 

capital investment requirements of increased electrification and 

of double and quadruple tracking of lines were augmented by the 

costs of the construction of the Sanyô Shinkansen , a further 

integral part of this Five Year Plan. The Sanyô Shinkansen 

extended the Tôkaidô line beyond Osaka and eventually into 

Kyushun.

Given that the national railway was in losses when the third Five 

Year Plan was inaugurated, a fundamental factor in its financing 

was the requirement by the JNR that it could implement an 

increase in its ta riff rates. In conjunction with its proposals to 

issue domestic bonds - for the first time without government 

guarantee and from the private capital market - the national 

railway thus sought approval in 1965 for a revision of the tariff.
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As on previous occasions this was denied, the Sato Governmenti2 

taking the view that while It would sanction, in the national 

interest, the JNR’s capital investment plans, the national railway 

would not be able to fund its expenditure even to the extent of 

raising fares up to the prevailing rate of inflation.

The failure of the national administration to adjust its attitudes 

towards the funding of railway investment, and of the JNR towards 

the scale of its expansion programme reflected a common lack of 

awareness of the rapidity of the changes in the transport market. 

The loss made by the national railway in 1964 was regarded by 

government as a temporary phenomenoni3 and, although the capital 

investment requirements of the third JNR Plan were considerably 

higher than in the previous two instances, it was reasoned in the 

Diet that they could be funded without recourse to measures on the 

tariff which would affect national pricing policyi'^.

The acceptance by the JNR of the financing burden of its expansion 

plans without the corresponding freedom to adjust tariffs was 

therefore made without a realisation of the extent to which the 

railways were losing market share to other modes of transport.
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Reference to the earlier Charts 4 and 5 indicated the sudden 

acceleration in car and truck usage in Japan from the early 1960s 

which appears to have escaped the notice of the protagonists in the 

railway sector.

The trend towards road transport was of course, reinforced by 

government policy on infrastructure investment, and its effect on 

the national railway might not have been so hard to detect. As 

shown in Chart 6, public sector investment in the road network 

from the mid 1960s rapidly outpaced that on the rail 

infrastructure. While the urgent need to improve road 

communications made the Ministry of Transport deem such a heavy 

investment programme imperative from a national standpoint, i t 

inevitably reinforced the move by both passenger and freight 

traffic away from the railwaysis.

Instead of a co-ordination of the elements required to produce a 

national transport policy, the political system lent itself to the 

preservation of decision making by disparate groups without real 

regard to the national interest. Thus, the national railway was 

allowed to ignore the trends in the transport market, particularly
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C h a r t  6 C A P I T A L  I N V E S T M E N T  B Y  MODE O F  T R A N S P O R T A T I O N

(1) Capital Investment by Mode of Transportation 

(000b. Yen)

(2)Percentage by Mode

{%)

Note :(l)The data is from the General Planning Bureau of the Economic Planning 
Agency.

(2)Up to 1986. Railway includes the national  railway, the Railway 
Construction Public Corporation and subways. In 1987, Railway includes 
only the Railway Construction Public Corporation and subways.

Source : Adapted from data in Unyush6(Ministry of Transport) .  Unyu HaKusho 
(Annual Ministry of Transport White Papers). 1967-1989 Editions.



The Turning Point

In examining the history of the Japanese National Railway it i s 

appropriate to regard the mid 1960s as the watershed in the JNR’s 

fortunes. The fact alone that the JNR had gone into the red by then 

need not, however, have led, inexorably, to the decline in the 

financial performance of the national railway which thereafter 

took place. It need not have, had there been any fundamental re 

appraisal by the management of the JNR and, crucially, by the MoT 

acting on behalf of the government, of the sustainable role of the 

national railway as part of an Integrated transport network.

The crucial time for such a review of the national railway’s 

function and of its financing was, in reality, after the 

announcement of the JNR’s results for 1966. Had It been a private 

enterprise, those figures - losses of 123 billion Yen and negative 

capital reserves - could have resulted in its liquidation. The JNR’s 

public corporation status saved it from that fate, but the original 

intention of It being self-financing could now be seen as 

hopelessly incompatible with its perceived role as operator of 

comprehensive national passenger and freight rail services.
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The next policy initiatives by the national railway, beginning w ith  

the Reconstruction Plan implemented in 1969, were therefore 

introduced without regard to any review of the scale of operations 

which the JNR could realistically support, and without any 

challenge to the assumptions of continued Increases in transport 

volume in the national railway network inherent in its proposals.

The 1969 Plan preserved the JNR’s major capital investment 

programme, including the start of construction work on the Tóhoku 

Shinkansen . An expansionist theme was adopted again in the 

succeeding Corporate Plañid, which was initiated in the year a fter  

the appointment of Tanaka Kakuei as Prime Minister in July 1972.

The 1973 JNR Reconstruction Plan was put forward within the 

framework of PM Tanaka’s Plan for Building a New Japan (Nihon 

Rettó Kaizo Ron) . The central theme of the Tanaka strategy was 

the promotion of regional development, and his plan thus envisaged 

the establishment of new industrial centres to offset the 

concentration of economic activity in the Kanto and Kansai areas. 

Communication with the regional economic zones would be 

achieved through the completion of a national highway network and
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through the construction of new Shinkansen services. The 

Shinkansen network (still now in reality awaiting completion! 8) 

was to total 11 lines, one of which was to be that from Tokyo to 

Tanaka’s home town of Niigata, This was the Jôetsu Shinkansen , 

one of the proposed lines which was actually constructed, and one 

which became a significant contributor to the JNR’s operating 

losses in the 1980s. Overall the Tanaka Plan, which also 

incorporated the construction of the Seikan Tunnel linking the 

islands of Honshu and Hokkaido, and the bridge (the Seto Ohashi ) 

from Honshu to Shikoku, thus gave the political seal of approval to 

the JNR's similarly grandiose proposals for the development of the 

national rail networkis.

Warnings at that time of the need to scale down the JNR’s freight 

operations from both within the corporation and from outside 

sources20 were Ignored by the National Railway’s Board, and by the 

Diet members who approved the Plan for the Tanaka administration 

to implement. Consideration of the closure of lossmaking lines 

was rendered even less likely to succeed by the inclusion of a 

specific provision requiring the consent of local residents. 

Moreover, the policy on government subsidies^! remained ad hoc in
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its nature, and unconnected to the scale of losses on lines run by 

the JNR in the national Interest.

The burden of the capital expenditure programme might not have 

been so damaging to the JNR’s finances had the Reconstruction 

Plans paid more than lip-service to the Corporations’s wish to be 

relieved of its historic obligation to employ a considerably higher 

level of personnel than its operation justified. Even in 1 973 

manpower expenses were almost two thirds of the JNR’s annual 

revenues and in the wake of the inflation which followed the 

Middle East oil embargo, employment costs were to double again by 

fiscal 1 9  8 0 2 2 . The political pressure which successfully 

prevented the implementation of the JNR’s proposed reductions i n 

staffing levels (110,000 less employees by fiscal 1978) was 

therefore a further significant factor in transferring what should 

have been a national cost on to the budget of the national railway.

It is difficult to believe that neither politicians - particularly the 

transport ‘experts’ of the Unyu Zoku - nor the JNR management 

noticed that. In a period in which the railway was losing market 

share, a policy which combined massive capital investment and
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significant overnnanning, particularly with the associated problem 

of funding high levels of pension and retirement allowance costs23, 

was a recipe for financial disaster. It took, however, the advent of 

the first Oil Shock to bring the realisation that the policy of the 

national railway would have to be altered. The shelving of the 

1973 Plan within a year of its introduction was thus forced by 

outside events and not by any willing fundamental re-think of 

Japanese government transport policy.

From Reconstruction to R eh ab ilita tio n

The abandonment of the Plan conceived in 1973 led to a hiatus of 

some two years, following which a set of objectives was drawn up 

for the rescue of the JNR from financial insolvency24. Although, 

however, the emphasis of the Rehabilitation Plans dating from 

1976 was on more ‘economic’ pricing to bridge the gap between 

income and expenses, the belief that the national railway could 

look forward to increased demand for its services was also not 

banished from the JNR’s thinking. Thus, bowing to the pressure 

from regional interests, no major rationalisation of the nationwide 

freight operation was inaugurated. Thus, no agreement was
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forthcoming on an adequate level of public sector financial support 

for the operation of the JNR’s rural passenger services.

The one significant difference from the previous Plans was In 

tariff policy, where it was proposed that fares would be doubled, 

in two stages, by the end of fiscal 1977. The first 50%increase in 

fares was implemented in November 1976 which, true to the form 

of previous revisions in the tariff, was several months later than 

planned25. The general public, however, had become accustomed to 

artificially low pricing on the national railway thanks to what had 

masqueraded as part of government economic policy. The 50%fare 

increase therefore met with an adverse reaction from the JNR’s 

customers and a sharp fall in usage levels offset the intended 

positive effect on revenues26

From that time, nevertheless, the greater flexibility offered by the 

new procedures provided an incentive for the JNR to become more 

aggressive on tariff increases. Table 11 shows the basis rate 

revisions in the passenger and freight tariff from 1978 until the 

end of the JNR era in 1986, there being only one year (1983) in this  

period in which fares were not Increased.
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The framework for these fare increases was, however, the 

obligation put on the JNR to adhere to its standard national tariff. 

This limitation prevented the introduction of a pricing system 

which would have identified the real costs of providing local 

services. The increases in the basic tariff instead resulted in the 

situation which exists at the present time of JR fares being 

considerably higher in metropolitan areas than comparable private 

railway tariffs.

The workings of the JNR system of cross subsidisation, and the 

negative impact it had on the national railway’s public image are 

shown in the following quote from an article written by Ishikawa 

Tatsujio in 1980.

It has become obvious that the rate system of JNR, which has 
long been supported by internal subsidization where losses 
incurred by lines operating in the red are compensated for by 
profits from trunk lines, is now reaching Its limits.
However, a recent paper on the subject has again argued that 
such a standpoint is clearly based on a misconception, and 
that losses incurred by lines running in the red should, in 
fact, be compensated for by profits derived from overall 
services through the establishment of a rational tariff rate 
system for JNR as a whole. Although it is unclear what type 
of system would conform to this description, not only 
semantically or conceptually but in actual practice, JNR’s 
current rate system can be regarded as such an overall 
system anyway since it is based on a uniform national rate 
which balances total costs with revenues on an aggregated 
basis.
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This is a convenient system for management divisions which 
incur losses as a normal state of affairs. In spite of its  
appearance as a user-oriented approach, however, the system 
has resulted in a situation where, at the western entrance of 
Shinjuku Station for example, a ticket for Hachioji cost 440 
Yen at one ticket window while at another window only five  
metres away a ticket for the same destination costs 220 Yen. 
The former ticket window belongs to JNR and the latter to  
the Keio Line, whose track runs almost parallel to JNR’s.
What is the reason for this difference in rates? It i s 
inconceivable that costs would differ to the point of being 
double between one service provider and the other operating 
over the same section. In actual fact, the reason is not that 
costs differ, but that one of the parallel tracks happens to 
belong to JNR, the provider that operates the nationwide 
network. The 440 Yen fare is merely a reflection of the 
policy that JNR users should share the burden of nationwide 
management equally in the section between Shinjuku and 
Hachioji. The focus here is not on how to most efficiently  
utilize the two lines as constituents of the metropolitan 
transportation network so as to provide better services to 
the large number of daily users. Rather, priority is given to 
the policy that ail users of JNR should pay equally on a pro 
rata basis, whether traveling on the Chuo line in Tokyo or the 
Ibusuki Line in southern Kyushu.

A memo from a manager of a private company tells the 
following story:

Because a traffic jam was reported on the highway, I 
bought a ticket for the Jankyu Line, a private railway 
line, from Kobe - Sannomiya to Kyoto for 350 Yen.
When I returned by JNR, however, I was surprised to 
find that the fare was 860 Yen, 2.46 times that charged 
by the Hankyu Line. As is well known, the level of 
service provided Is not consistent with the higher rate. 
This illustrates the difference between private and 
national management.

221



It is the inflexible uniform rate system that generates such 
criticism of JNR, and it is easy to simply conclude that the 
difference in rates reflects a difference in management 
efficiency. This leads to a dangerous misunderstanding of 
JNR, however, because far more users than only those In local 
areas continue to receive the impression that the JNR i s 
inefficient. While the JNR has been making efforts in recent 
years to upgrade its image, investing a great deal of money 
and employing various media in the process, allowing such 
negative publicity to continue indefinitely is a questionable 
practice since its influence is by no means insignificant.27

In relation to the rate of inflation, the level of JNR fares had been

too low between 1964 and 1975 but, in the public corporation’s

remaining ten years of the uniform fare system, the rate of

increase In the tariff was excessive. Once again, as was the case

with the cuts in employment levels and the substantial capital

investment in the last period of the JNR, the beneficiaries of the

post 1977 tariff policy have been the JR companies. Much has been

made of the lack of any fare increases since the JNR’s division i n

1987 but It can be argued that the final JNR tariff revisions served

to delay the need or justification for any subsequent rise in the

price of rail travel.

The 1977 Reconstruction Plan which contained the new ta r if f  

policy remained in place until 1980 when its basic principles were 

incorporated In a Special Act for the Promotion of JNR
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Reconstruction (Kokuyu Tetsudd Keiei Saiken Sokushin Tokubetsu 

Socchi H 6 ). The JNR Reconstruction Act, passed by the Diet in 

November 1980, finally released the JNR from its obligation to 

construct all lines deemed by the 1922 Railway Construction Law 

as necessary new services28. The enactment of this 1980 Law 

therefore put an end to the bizarre phenomenon of the national 

railway building new local lines which, even before the completion 

of construction were being added to the list of lossmaking 

services to be terminated or transferred to operation by the newly 

formed Third Sector (Daisan Sector) 29. The setting up of the Third 

Sector was incorporated in the Act’s provisions for the 

rationalisation of unprofitable rural lines, and its fu ll 

implementation came all of fifteen years after the original JNR 

Consultative Committee proposals in 1968.

In 1980 legislation, which was enacted with an attached Liberal 

Democratic Party resolution that It was considered to be the final 

plan for the reconstruction of the national railway, provided for 

the drawing up of a JNR Management Improvement Plan (Kokutetsu  

Keiei Kaizen Keikaku) . The purpose of this plan was to establish a 

foundation for the sound operation of the JNR by fiscal 1985, and It
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was based on the assumption that there would be government 

recognition of the existence of operations which had unavoidable 

deficits. The division of the JNR’s lines into categories which 

reflected their financial status was extended beyond the local 

services, at least an implicit recognition that the structural 

problems were not simply due to losses on rural linesso.

The final approval for line closures thus formed part of an eventual 

MoT policy change which allowed for separate consideration of the 

JNR’s rail operations into those which were structurally 

unprofitable, and those which would be self-financing. This new 

policy approach still did not, however, combine this admission that 

the JNR network contained inherently lossmaking services with the 

assurance that additional public funds would be forthcoming to 

maintain their operation. Beyond the decision to take the 83 lines 

out of the JNR orbit, therefore, the autonomy required to produce 

overall drastic measures to reduce the scale of the operations 

which were inherently unprofitable was not available to the JNR 

management3i.
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The extent of the local line closures made possible by the 

establishment of the Third Sector railways was, In reality, 

minimal In relation to the scale of the JNR’s burden of having to  

run unprofitable services. The lack of autonomy of the JNR 

management to deal with its fundamental problems was, moreover, 

compounded by a lack of awareness in the country at large as to  

the root of the difficulties faced by the national railway operation.

As Ishikawa Tatsujiro pertinently commented in September 1982 

“Although the Balance Sheets clearly reflect the problem, the fact 

that trains continue to operate reduces the overall level of concern 

and slows down the rate at which the issues are addressed”.32

With regard to the shackles on the JNR preventing the 

rationalisation of lossmaking services, Ishikawa Tatsujiro further

wrote:

With regard to the problems of certain designated local lines, 
which are in difficult straits in many areas, there are those 
who advocate more vigorous efforts to obtain the 
understanding and cooperation of the people affected by 
possible service changes in each area, as well as more 
aggressive promotion of the necessary measures. While this 
assessment is quite correct, is it really possible to believe 
that these problems will be solved If only JNR vigorously 
pursues the understanding and cooperation of local residents 
affected by its actions from now on? As the burden on areas
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that have railway services is minimal, it is obviously more 
convenient for the residents to have a wider choice of 
transportation media available regardless of how often those 
media are actually utilised in daily life. Moreover, such 
areas receive financial benefits based on a system which 
provides ides for annual payments by JNR to cities, towns, 
and villages through which its tracks run. Many of these 
local bodies, in fact, refuse to participate in officially  
sanctioned negotiations to discuss changes to the services i n 
their area, but these entities have no reason for concern 
because the local trains continue to operate as long as the 
negotiations are stalled. To the extent that this mechanism 
supports local lines, it is unrealistic to believe that 
understanding and cooperation can be achieved in those areas 
merely by means of sincerity and persuasion.

For all that, the urgency with which this problem must be 
solved will not, of course, disappear as long as a solution is 
indefinitely postponed; rather, the problem will simply 
penetrate to the very depths of JNR’s management and the 
situation will steadily worsen.

Losses incurred by local lines, which account for 5% of JNR’s 
overall services, amounted to 347.3 billion Yen in 1981 - 
even after the special grant for local lines provided by the 
national government was applied. There is no way to make up 
for this deficit other than by creating new liabilities. Let’s 
try a rough estimate of what the effect would be on JNR’s 
management if no progress were made in introducing 
measures addressing the problem of local lines during the 
coming decade. Assuming that the scale of these local lines 
and the deficit incurred by them are sustained at the current 
levels (actually, the deficit has increased every year and an 
increase in the national grant cannot be expected in the 
current political climate), and that the deficit is covered by 
debt at an 8% annual Interest rate, the interest costs would 
amount to 347 billion Yen In the next decade. Thus, in order 
to maintain the local lines, an amount almost equal to the 
current deficit would be required for Interest expenditures, 
and the accumulated deficit would exceed 5 trillion Yen in 
ten years. This would undoubtedly put considerable pressure
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on JNR’s future management. The question is whether the 
public supports, as an equitable social policy, the fact that a 
deficit of as much as 5 trillion Yen - for which it must 
eventually pay - is incurred by a service division which 
provides only 5% of the overall transportation services 
offered by the JNR.33

Despite the continuation of these effective constraints on 

management action, the 1980 JNR plan was to achieve break-even 

on its trunk lines by 1985. The proposed balanced budget was  

calculated without taking into account the unprofitable rural lines, 

the extraordinary provisions to fund retirement pensions and 

allowances, nor the interest costs related to these two categories 

in the group’s overall deficit. Even so, the fact that it was s till 

geared to the contribution from government subsidies at no more 

than the 1980 level, and that no concession was made to the JNR to 

abandon its heavy capital investment commitments, the 

Management Improvement Plan did not properly address the 

national railway’s fundamental problems.

The key reason why this “Plan with no Successor” was, like its  

predecessors, doomed to failure, was that there was no 

fundamental change in the political will to allow a management 

policy which would put the JNR on a sustainable basis. The General 

Elections of 1980, in which the need for administrative reform
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was a key issue, indicated that the emphasis on reform of the 

national railway would be switched from preservation of the 

public corporation structure to a new policy aim of division and 

privatlsatlon34. The internal JNR management objectives were 

therefore undermined by the lack of government support, and by the 

weight of political pressure to break up the JNR organisation.

The Management Improvement Plan was thus implemented in a 

climate o f growing political opposition to the continuation of the 

status quoin the national railway. To this lack of support form 

government must, however, be added the fact that, like its  

predecessors, the Plan was predicated upon unrealistic forecasts 

of traffic levels. Estimates in the Plan were for a slight Increase 

in passenger volume and a maintenance of the existing level of 

freight traffic. Instead, passenger traffic between 1980 and 1982 

showed a further decrease - albeit relatively Insignificant - while 

freight volume declined sharply35. The basis of the plan was not 

matched by reality, and the efforts at management improvement 

were thus insufficient to arrest the escalation of operating losses 

which, from fiscal 1980, ran at an annual level of not less that 

1 Trillion Yen.
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The Composition of the JNR’s Losses

That the JNR’s problems stemmed not only from the operation of 

local lines can be seen in Chart 7. Losses from the local network 

had risen steadily, 1979 being the only occasion in the twenty year 

period up to the JNR’s demise that the deficit was reduced. The 

loss on operation of the trunk lines, however, surpassed that on the 

local network from 1972, and in the 1980s was consistently more 

than double the local line operating deficit. The losses made on 

the new Shinkansen lines from 1982 were a contributory factor, as 

was the cost of the freight division’s maintenance of its  

nationwide marshalling yard system. These two sources do not, 

however, provide a complete explanation for the escalating losses 

on the JNR’s trunk lines, and the inescapable conclusion is that 

there was a very substantial proportion of even the national 

railway’s non local passenger network which was inherently 

unprofitable.

Chart 8 indicates that It was actually the passenger division which 

was primarily responsible for the increase in losses from 1980. 

The deficit on the freight operation peaked in 1982 at a level 

which was only marginally higher than the loss from the passenger
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division. The final abandonment of the freight yard network i n 

1 9 8 4  and the rationalisation of this division which followed, 

resulted In a reduction in losses. For the remaining years of the 

JNR, the deficit on the passenger operations was substantially 

higher than that in the freight division.

The JNR’s local line operation, as can be seen in Chart 9, produced 

revenues well below even its operating expenses. This was not the 

case, however, with the trunk lines. Again reference to Chart 9 

shows that the trunk division’s operating income and expenses over 

the period 1972- 1985 were broadly in balance. The unsustainable 

expense was that of capital investment, the cost of which 

comprised virtually all of the losses made on the trunk operation 

in this period.

The Japanese National Railway Law was, in that year, revised to 

remove the restriction which limited JNR investment only to 

activities directly related to transport, and it thereby allowed for 

diversification by the national railway into commercial activities. 

The greater flexibility In pricing policies provided from 1977 by 

the ending of Diet control on alterations in the tariff, and the
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ending of restrictions on investments outside the mainstream 

railway business, were measures in the spirit of the original 

public corporation proposals36.

Their implementation was, however, almost twenty years too late, 

and by 1977 neither could seriously have been expected to offset 

the continuing lack of real strategy for the JNR within the national 

transport system. Had it not been that the system was so 

beneficial to the protagonists within the JNR and in political 

circles, it might have been realised long before the mid 1970s that 

the national railway operation was unsustainable. That it was 

unsustainable was directly related to the elements in Its cost base 

which were not open to autonomous management decision, namely 

the financing burden of its capital investment programme, and the 

funding of its overmanned labour force.

Reference has already been made to the Inclusion In every 

Reconstruction Plan from 1969 of measures to reduce the JNR s 

staffing levels. Reference has also been made to the fact that 

these proposals were easily suppressed, and that the national 

railway continued to employ personnel numbers greatly in excess
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of its real requirements. Chart 10 and Table 12 show the number 

of national railway employees from the Meiji Era and highlight the 

massive build-up at the end of World War II. They also indicate the 

very limited success which the JNR had in post war times in 

alleviating the burden of its enforced overmanning.

By the mid 1970s, even after the attempts in the JNR’s 

productivity campaign (Marusei Undo) to reduce labour costs, the 

total employment roster In the national railway was only 5%less 

than it had been in 1 963, the last year in which a profit had been 

achieved. The level of employment In 1975 of some 430,000 was, 

moreover, double the figure deemed by the Supervisory Commission 

for the Reconstruction of the JNR in 198537 to be appropriate for 

the continued operation of the JR companies after the national 

railway's division and privatisation.

The on-going cost of this level of staffing is shown In Table 13, 

the lowest annual rates of employment outgoings to group revenue 

in the post 1964 period being 44%. Even ignoring the funding of 

retirement expenses, the average of employment costs to revenue 

between 1964 and 1986 was 58%, a level over one and a half times
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higher than that which pertained in the private railways. Those in 

the MoF and MoT who examined the JNR Budgets, incorporated in the 

Reconstruction Plans in the mid 1970s, would have required a vivid 

imagination to suppose that profitability was remotely possible 

after nearly 60% of annual revenues were absorbed in employment 

expenditure.

The problem of overmanning was exacerbated by distortions in the 

age structure of the JNR personnel caused by the influx of 

repatriated workers after the Second World War. The impact of 

this obligation on the JNR’s employment structure is shown in 

Chart 11, the cost position reaching crisis proportions in the early 

1980s.
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Excess manning in the national railway was combined with a 

tradition of long service,the average length of employment of the 

JNR staff in 1981 being 21 years. By that time over 31% of the 

total JNR staff were in their fifties and the burden of funding the 

pensions and retirement payments of the employees retiring i n 

each of the remaining years of the national railway served to 

escalate the decline in its finances. By 1986, less than 10% of the 

JNR workforce was over 50 years old, but the benefits from 

normalising the age structure flowed only to the succeeding JR 

companies which were able to select the national railway’s 

remaining younger employees38.

When the JNR was established as a public corporation in 1949 it  

inherited staff in two categories, government officials and 

railway workers. The former bureaucrats from the era of the 

national railway as a department of the government entered 

service with the JNR in possession of a non contributory pension 

scheme, a benefit which the ordinary workforce did not enjoy39. To 

restrict its future outgoings, the JNR management initiated a new 

contributory scheme for the railway employees and this was 

subsequently unified with that for the former government
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officials. The bureaucrats’ pension scheme was, however, 

unfunded'^o, and the accounting method for the future pensions for 

the expanded workforce was to treat that retirement payment as a 

cost only at the time that each person retired. It was therefore 

clear at the outset that the fund would be substantially short of 

the amount required to meet the pensions obligations which would 

ensue in the 1980s.

The JNR’s financial results benefitted from the underfunding of 

pension costs in the early years, but from the mid 1960s, when 

30%of the total number of employees was in the 35 - 39 age 

group, the JNR Board was fully aware that a pension reserve should 

be implemented to meet the future calls on the fund^i. In 1964, 

the JNR made a submission to the Ministry of Transport to 

introduce a reserve system for future retirement payments. The 

lack of autonomy given to the JNR management made such a request 

mandatory, and it was turned down by the transport bureaucracy. 

The matter remained at the ‘discussion’ level in the JNR budget 

process until 1970, when it was finally dropped from

consideration42.
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The operation of such a reserve would have had to be funded from 

the JNR revenues and by 1964, of course, the national railway was 

already lossmaking. The Ministry of Transport took its decision to 

sweep this issue under the carpet fundamentally because increases 

in the JNR tariff would have been required to finance the pension 

reserve. The policy of using the JNR as an adjunct of national 

economic policy by keeping its fares artificially low thus 

continued to be regarded as more important that the national 

railway’s future financial solvency, even to its supposed guardians 

of its interests in the Ministry of Transport.

It took the decline of the JNR pension fund into deficit in 1976 to 

make the continuation of such a blinkered outlook impossible^3.

Two years later, therefore, a new policy of extra-ordinary 

contributions to the fund was instigated designed to meet the 

anticipated upsurge in retirements (shown in Chart 12) in the 

1980s. In Its first year of operation, 1978, the additional 

contributions to fund pensions and lump sum retirement payments 

took the JNR’s total personnel costs to a figure equivalent to 72% 

of overall group revenues. These outgoings were treated in the JNR 

accounts as extraordinary items, taken below the line, and
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therefore are not included in the group’s operating losses shown 

hereafter in Table 15. However, in Table 14 they are combined 

with the normal on-going personnel costs to illustrate the 

ultimate burden on the JNR resulting from the government policy in 

the late 1940’s, to use the national railway as a reservoir to mop 

up its former colonial workforce. From this Table it can be seen 

that, between 1978 and 1986, total personnel costs amounted to 

79% of the group JNR revenues generated over the nine year period, 

more than double the level in the private railway sector.

Even had there not been an accompanying debt position which had 

to be financed, an organisation with such an imbalance in its cost 

structure could not seriously have been called upon to avoid making 

substantial losses. There was, of course, such a substantial debt 

position in the national railway, the price of funding a massive 

capital investment programme from 1967 solely from borrowed 

money. The resultant interest burden was therefore the second 

main element In the JNR’s costs which led to the increasing scale 

of financial losses by the national railway.
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Volume 48. Number 10. 1988. Chart  11. p. 74.







The impact of the increasing interest charge, together with that of 

personnel costs, on the JNR Profit and Loss Account was also 

shown in Table 13. The figures for employment costs do not 

include the special topping up of the pension fund from 1978 

(which can be seen in Table 14) but, even in its absence, combined 

personnel and interest costs amounted to more than the total JNR 

group revenues in the final four year period 1983 - 1986. In the 

prior lossmaking years, ie. from 1964, employment and interest 

outgoings were never less than half of the JNR’s annual income 

(including subsidies); after 1973 they were never less than 80%.

Interest and lease costs alone accounted for 66% of the grand total 

of the JNR’s operating losses between 1964 and 1986, as 

highlighted in Table 1 5. This figure also shows the build-up of the 

JNR’s debt position which, by 1986, the Special Account apart, 

amounted to 19.7 trillion Yen. During the twenty three years 

following the lapse into losses in 1964, annual interest and lease 

costs contributed 45% of the yearly increases in the national 

railway’s indebtedness. In other words, almost half of the rise in 

JNR debt can be accounted for merely by the accumulation of 

interest costs.
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The major capital spending plans of 1969 and 1973 were thus 

sanctioned at times when it was already clear that the JNR was 

unable to service the debt accumulated In previous years, let alone 

pay out of operating revenues the interest on the substantial new 

borrowings which would inevitably result from these decisions. 11 

is in this light that the Japanese government’s policies on 

subsidies for the JNR should be Judged, and not simply on the 

absolute amounts of public funds which were given over to the 

national railway between 1968 and 1986.

Public Sector Financial Support for the National R a ilw ay

Public sector subsidies to the JNR had begun in 1 968 following 

pressure by the JNR management for government to take fiscal 

responsibility for the provision of unprofitable services by the 

national railway^^. The basis on which the amounts were paid was, 

however, much less to do with any objective calculation of the 

scale of losses incurred by the JNR In running services which could 

not be justified on economic grounds than with the state of the 

overall government budget at any particular time. The payment of 

subsidies began, in reality, as a political expedient to maintain the 

national railway’s expansion, the option remaining for their
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withdrawal as and when the JNR’s financial position improved. The 

decision to subsidise the JNR’s operations did not form part of any 

long term national transport policy, nor did it even involve any 

clear identification of that portion of the national railway network 

which could be maintained on social grounds.

In 1976 a new type of subsidy to the JNR was Inaugurated, 

incorporating the creation of a Special Account (Tokute i Kanjo) 

into which was transferred a portion of the JNR’s accumulated 

debts45. The interest on this 2.5 trillion Yen of the national 

railway’s indebtedness - over 30% of the total debt which existed 

in 1976 - would thereafter be paid through subsidies from the 

government central budget. Thus, from 1976, the JNR received, in 

addition to the general subsidies negotiated annually, interest 

subsidies which came to be known as M agonoR ish i (literally  

grandchild interest - or interest on interest - subsidies).

While this represented a more favourable position than had been 

the case hitherto, the Diet approved ‘new policy’ on subsidies was, 

in fact, still only a post-facto reaction to the losses built up by 

the JNR in operating the national rail network in prior years. The
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funds provided from the general account’s budget to repay the 

JNR’s principal debts simply substituted a new creditor for an old 

one, albeit that their interest free nature reduced the on-going JNR 

interest bill. Similarly, the interest on Interest (Mago no R ish i) 

subsidy referred to the debt accumulated as a result of the capital 

spending programme in the previous decade. It did nothing to 

address the problem of defining a realisable role for the national 

railway, nor did it produce a system to fund that part of the 

railway network deemed socially necessary but which remained 

inherently unprofitable for its operator.

The supposed new policy introduced in the mid 1970s actually bore 

little relation to the JNR’s future investment commitments from 

that time. In the absence of a re-evaluation by the MoT o f the 

national railway’s sustainable scale of operations, only a radical 

increase In the level of public financial support would have 

provided the justification for the continuation of a programme of 

heavy capital spending. Such an investment programme was, 

indeed, adhered to by the JNR without any more than the 

continuation of ad hoc decisions on annual subsidies to support the 

operation of the national railway network^e. The amounts provided
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by government to fund the JNR’s on-going operations thus did not 

represent any fundamental change to the system of financing the 

national railway, despite the fact that a large part of the network 

could by then be clearly seen to be justifiable only on a national 

basis of providing a public service.

An analysis of the total amount of public financial support for the 

national railway over its existence as a public corporation i s 

shown in Table 16 (adjoining p. 245), the subsidies being split into 

their four major categories. The first, government equity finance, 

took place over a five year period from 1971 providing new equity 

capital at a time when other subsidies were of lim ited  

significance. The second group, making provision for the JNR 

Capital Account, were directly related to specific elements of JNR 

expenditure, but were of a minor scale. The third category, the JNR 

Special Account, represented the policy developed in the mid 

1970s of shelving a portion of the national railway’s debt, and 

providing subsidies to meet the interest costs on that ‘Special 

Account’ debt. It did not eradicate the debt which, as will be seen 

later, still exists in the post JNR era. The analysis of the 

relationship between interest costs and JNR revenues also
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indicates that the policy had a limited impact on the JNR’s ab ility  

to fund either its past debt or the new borrowings which arose as a 

consequence of the capital spending burden dictated by political 

considerations.

The final group of public subsidies, that included in the annual JNR 

Profit and Loss Account, was the category most clearly identified  

with its requirement to invest in the national railway network.

Even so, the final three sub-headings in this grouping of public 

subsidy relate not to the JNR’s future Investment obligations but 

to grants to fund past interest costs and to facilitate the payment 

of retirement allowances. Elimination of these non-operational 

amounts would reduce the contribution to the JNR Profit and Loss 

Account by 14%, further loosening the connection between 

government policy on subsidies and the JNR’s capital investment

commitments'^^.

The overwhelming impression from Table 16 is the haphazard 

nature of the granting of public sector financial assistance to the 

JNR. The fundamental criterion for decisions on the amounts o f 

public finance available to the JNR, decisions made after annual
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negotiation as part of the process of approving the national 

railway’s budget, was not that which was required by the JNR to 

fulfil its obligations to provide a national rail service, but rather 

the general state of government finance in each particular year.

There was not until 1980 a formal policy of identifying that part 

of the JNR’s network of services the continuation of which could 

be justified only on the basis of national interest's. The 

implementation of the Third Sector policy of operating lossmaking 

JNR lines was, moreover, a far from complete recognition of the 

inherently unprofitable nature of the national railway’s operations. 

The payment of subsidies from 1976 to support the operation of 

local line services was therefore woefully inadequate in relation 

to the real cost of continuing to provide these services.

In relation to the cost of implementing the agreed JNR capital 

investment budgets, the level of public subsidy was also seriously 

inadequate. Table 17, which compares the JNR’s capital 

expenditure and the contributions from government funding for 

such investment in fact implies a direct relationship which in 

practice existed only on an ad hoc basis. Thus, while the scale of
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investment subsidies increased in time, they did not increase at a 

rate commensurate with the JNR’s capital spending obligations. 

From 1973 the JNR embarked on a major ten year capital 

investment programme out of all proportion to its foreseeable 

internal resources and with absolutely no firm commitment from 

government that any significant level of public funding would be 

forthcoming. It took until the sixth year of that programme, 1978, 

for subsidies contributing to its financing to reach one quarter of 

the JNR’s annual requirement"^^.

A belated recognition of the need for greater public sector 

investment support, coinciding with the period in which the break

up and privatisation of the JNR was approved, took the level of 

subsidy to around one third of the annual JNR capital spending 

budget in the early 1980s. As was the case, however, with the 

reduction in manning levels in the 1981 - 1986 period, any gain 

from the late increase in subsidies for investment went to the J R 

companies created out of the national railway enterprise in 1987.
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T a b l e  1 6  P U B L I C  S E C T O R  F I N A N C I A L  S U P P O R T  F OR  T HE  J N R :  
S U B S I D I E S  AND L O A N S

(00«. Yen)

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986

Governaent Finance: 
Equi ty 35 656 1950 1130 700

JNR Capital Account: 
Facility Maintenance 
Costs 169 311 380 288 327 87 78 49 37 36

Enaergcncy Prevention 
Costs 87 99 97 97 95 90 81 68 88

Shinkansen Survey 
Costs 19 18 19 11 8 13 15 14

Maglev Developaent 
Costs 1 10 6 7 3 3 3 3

Special Loans for 
Local Line Costs 214 319 225

Total Capital Account 383 716 725 413 449 200 178 146 123 141

JNR Special Account: 
Interest Subsidies 1850 1806 1759 1709 3457 3457 3457 3457 3457 3457 1728

Reconstruction Loans 591 635 682 732

Total Special Account 2441 2441 2441 2441 3457 3457 3457 3457 3457 3457 1728

JNR profit and Loss 
Account:
Construction Costs 54 70 83 230 320 701 905 1136 976 1102 1305 1421 1436 1643 1606 1674 1574 1353 734

Local Line Costs 172 276 337 765 1170 1264 1250 1155 857 698 632

Local Bus Line Costs 11 14 16 18 21 23 25 26 26 20

Ci ty Transport 
Maintenance Costs 20 23 30 30 31 28 29 26 28 55

Special Rational isa-* 
tion Costs

11 7 4 3 1 2 1 32 21 37 37 37 38 29 11 51

Extra ordinary 
Subsi dies 177 471 610

Retireaent Allowance 
Costs 38 101 201 432 693 463 358 305 391

interst Subsidies for 
Reconstruction Costs 13 39 62 78 193 395 416

Special Interest 
Suhsi dies 44 268 425

Total Profit and Loss 
Account 54 83 122 303 405 942 1481 1979 1150 1587 2219 2964 2891 3428 3638 3383 2871 2422 1883

Grand Total of Public 
Sector Fi nanci al 
Support for the JNR

54 83 122 338 1001 2892 261 1 2679 3590 4410 5376 6130 6761 7334 7294 7018 6474 6001 3752

Source: Atldploil fro* «i.ita in Nih<in Kokiiyu Telsinlo Kdnsa I i nk.ii (Japanese Naliiinal Kailways Audil Co««ittcc). Showa 60 Nendo Nihon Kokuyu 
Telsiitlrt K.msa llnkokusho(J.ip.inese National Railways Annual Amfil Reports for Fiscal IUH5). 1980. p. 200.201.





Management:Labour Relations in the Lossmaking N ationa l 
R ailw ay

Compared with the relative calm of the previous ten year period, 

there is no doubt that the climate for management;labour matters 

worsened from the mid-1960s50. The deterioration in labour 

relations thus coincided with the decline in the financial condition 

of the national railway, the Increase in the JNR’s operating losses 

bringing with it the decreasing prospect of substantial wage 

increases and the increasing prospect of job losses.

That the latter threat was not carried out until well into the 

1980s - until, that is, the proposals to dissolve and privatise the 

JNR had already been taken - was less a matter of overt JNR 

management policy of retaining a manning level way beyond the 

railway’s requirements than of the political pressure on the JNR to 

continue to act as provider of public sector employment.

The JNR’s productivity campaign launched in November 1970, 

entitled Marusei Undô^^, was, in fact, an attempt by the national 

railway management to effect a programme of rationalisation of 

the workforce.
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The Marusei strategy was, however, adopted at a time when there 

was already considerable friction between management and the 

unions. In 1970, for example, there were over 300 cases pending 

on JNR staff claims of unfair labour practices from prior years.

The labour unions regarded those dismissed by the JNR as 

something akin to heroes, and gave them financial support. Many of 

the sacked workers therefore became labour movement 

professionals, albeit unofficially, and this enhanced the feeling 

within the unions of conflict against the JNR management. It was 

not surprising that, in the prevailing climate, the unions 

interpreted the aims of the Marusei policy less as of improving 

productivity but rather more as an attempt to reinforce the 

discrimination against their members who had participated In 

previous labour disputesS2,

The official line on Marusei Undo was that a fundamental review 

of the JNR’s operating methods was required if the Corporation’s 

losses were to be stemmed. The proposed policy incorporated 

three principles, namely increasing efficiency, providing a fa ir  

distribution of rewards, and increasing the overall wealth of the 

corporation. These overall objectives could not be faulted but, i n
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the light of the previous failures to secure working agreements 

between management and labour, the claim that its implementation 

would mean tangible benefits for the JNR workforce had, to union 

ears, a rather hollow ring. The background of conflict, in the 1968 - 

1970 period, during which the unions believed that management 

employed less favourable policies towards those staff members 

who were active in the labour movement53 were not conducive to 

the success of the Marusei Undid strategy.

The labour unions also took the view, backed by the evidence of 

regular failures of the collective bargaining machinery, that the 

JNR management were in no position to deliver to the workforce 

the gains which they said would arise from the Marusei Undo 

policies. Their suspicion of the motivation of the management 

tactics was, moreover, reinforced by the decision of the Public 

Corporations Labour Relations Committee (Kdrd i) to uphold a 

number of claims by JNR members that the national railway  

administration was guilty of unfair labour practices54.

The Labour Relations Committees' rulings were that management 

had given illegal incentives to workers to leave the m ilitant
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unions, Dóró and Kokuró , and to join the less radical group 

Tetsuro. This was in direct conflict with Article 7.3 of the Trade 

:Union Law (Ródó Kumiai Ho) which stated: “The employer should 

be disallowed to do the following practices; ...3. To control or 

interfere with the formation of, or management of a trade union by 

workers or to give financial support to It ...”

Tetsuró  had originally co-operated with management on the 

implementation of Marusei Undo, in contrast with the attitudes of 

Kokuró and Doró . The ‘victory’ of the more radical unions i n 

overturning the productivity policy therefore served to drive an 

even deeper wedge between the left and right wings of the labour 

unions in the national railway and this remained a significant 

feature in JNR labour relations for the next ten years until the 

proposals for its break-up and privatisationss.

After the failure of the Marusei Undo , the management of the 

national railway tried a new approach in a genuine attempt to 

improve the state of labour relations in the JNR. Called Kaifuku  

Shókyú (Compensatory Preferment) it might have succeeded i n 

reversing the decline caused by the M arusei policies, had It not
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been for political opposition and for a short-sighted adverse 

reaction by the radical unions, Kokurd and D6r6 . The JNR’s Kaifuku  

Shdkyu strategy was inspired by its previous adoption by NTT as 

an antidote to the negative effects on the workforce of its  

rationalisation polices. Although not acknowledged publicly it was 

used by the management of the Nippon Telegraph and Telephone 

Public Corporation (later NTT) to secure, in exchange for the 

restoration of normal treatment of workers hitherto discriminated 

against on account of their union activities, a non-strike 

agreement from the previously radical union Zen Dentsu 56.

The JNR administration utilised Kaifuku Shdkyu to compensate 

staff members previously denied annual wage increases because of 

past involvement in labour disputes and. If they were no longer 

participating in illegal strikes, restored their pay to the then 

current average level. The objective of the policy was simply to 

stop the unions from indulging in strike activity outlawed by the 

public corporation legislation. While this would have seemed a 

laudable aim, the reaction of the governing Liberal Democratic 

Party (J im in td )  was, however, that this secret strategy was
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merely a back-scratching alliance between the labour unions and 

JNR management, and its use ( and that by NTT) was firm ly

discouraged57.

The unions’ reaction was, moreover, to place less emphasis on a 

pragmatic approach to the restoration of benefits to their 

members, but to insist on an intensification of the political 

struggle. This was epitomised by the Sutokensuto movement, i n 

which the radical unions sought to have the basic right to strike 

restored to the workers in the public service. It came to a head In 

November 1975 with the eight day long Sutokensuto, an illegal 

strike by JNR workers for the restoration of the right to strike 

legally, which the unions confidently expected would paralyse the 

whole country. That it had instead only a minimal Impact on the 

national economy was surely evidence of the rise of forms of 

transport other than the railways, evidence that was clear to many 

people at that time but not, it would appear, to the JNR labour 

unionsse.
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While it was a bitter pill to swallow, it was the unions’ final 

acceptance of the failure of the Sutokensuto which was the 

catalyst in changing their policy on labour matters. As a result, 

from ^977, the Kokurô line became appreciably less militant. The 

General Meeting of Kokurô in that year proposed a new slogan 

which, while emphasising the continuing struggle for workers’ 

rights, put equal stress on the need to work hard when on JNR duty. 

The revised policy stance, termed Jishu K ise i (Spirit of Self 

Restraint)59, marked a distinct contrast with Kokurô’s prior image 

as a radical body, and was a belated recognition of the practical 

limits of achieving the ends of the labour movement by m ilitant 

means.

A transformation of the Dorò position also took place in 1977, 

after agreement was reached with the JNR management on a long 

standing dispute on train drivers’ pay and working conditionsso. 

Dôrô’s new found flexibility in dealing with the realities in the 

labour market was to hold the union In good stead in the JNR 

privatisation process, out of which it emerged considerably 

stronger than did Kokurô .
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The adoption of a more conciliatory stance by the JNR trade unions 

in the later years of the 1970s led to a significant drop in the 

incidence of labour disputes involving disruption to train services. 

Chart 13 plots the extent of time lost through stoppages from 

1977 up to the end of the JNR’s operations in the mid 1980s. With 

two exceptions, in 1978 and 1980, both relating to annual Shuntò 

disputes on wage levels, the level of man days lost was minimal 

over the final ten year period of the JNR as a public corporation. 

While going nowhere near to solving the problems in the freight 

division, and while unpopular, the management’s 1978 proposals 

for Yôin Gôrika in JNR Freight at least provoked no radical union 

reaction. Most annual wage award negotiations (Shuntò) passed 

without incident, and the final scaling down of the Freight division 

in 1984 (discussed in Chapter 4) and the policy of reducing the 

overall level of manpower in the JNR in the latter years before its  

privatisation met with no radical union opposition.

It is ironic, therefore, that the picture painted of worsening labour 

relations, and of conflict between management and the unions - 

used later by the pro-JNR reform movement^z should have 

produced, In reality, relatively little disruption to rail services.
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Whatever other sins of omission can be laid at the door of the JNR, 

the failure to maintain regular, prompt and efficient train services 

was manifestly not one of them. There were commuter protests, 

there were Junpô Tóso and Am en Junpô Tôsô ‘disputes’63 but, in 

the main, the level of service provided to the public was kept at a 

level of which any other national railway would be immensely 

proud. In any case, the number of disruptions had already started 

to decline dramatically, several years before the administrative 

reform process moved into action. It remains a moot point, 

therefore, whether the reform policies were formulated in relation 

to the reality of the state of labour relations in the JNR in the 

early 1980s, or in line with some image of strife and conflict 

which by then was not supported by fact.

Oyakata Hi no Maru

The JNR Board cannot completely escape responsibility for its  

acquiescence with the policy of investment in the rail 

infrastructure without any remote possibility of the programme 

being financed by the national railway’s Internally generated 

revenues. The JNR was a participant, by definition in the process 

of parliamentary approval for such expenditure, involving the
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Diet’s consideration of the JNR’s spending plans and, as the JNR 

had to resort to large scale borrowings, of the consequent 

sanctioning of increases in public sector debt.

The attitude of the JNR management and workforce to the absence 

of a self financing, autonomous operation during its public 

corporation phase was regarded by many of the Japanese public as 

that typified by the expression Oyakata Hi no Maru . This i s 

normally translated as meaning, for public sector bodies such as 

the JNR, “Since the Government is the boss, it can foot the biU”64. 

As an explanation for the decline in the JNR’s fortunes, it  

therefore implied that only the national railway side was aware 

that the system could be played to its advantage and that 

successive governments were taken in by a devious, irresponsible 

JNR management.

Such an interpretation of the ‘problem’, however, ignored the 

balancing factor that the parliamentarians in the National Diet and 

the JNR’s supposed guardians In the bureaucracy (the MoT) likewise 

played the system of utilising JNR expenditure for political gain In 

the secure knowledge that the blame for the resultant failure
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would fall on the shoulders of the national railway’s employees 

and managementss. This point is made in relation to observations 

in the previous Chapter to the comparatively early development of 

the parliamentary Zoku concept in the transport arena.

While the JNR was still a profitable organisation, it was perhaps 

less culpable that a weak - and unsupportive - bureaucracy in the 

Ministry of Transport failed to act as the agency responsible for 

ensuring that transport legislation fully reflected the real needs 

of the national railway, and not just simply the aspirations of the 

JNR management and of the Diet Unyu Zoku . When the Japanese 

National Railway became a lossmaker, and began to build a very un- 

Japanese debt mountain, it  was critical that the transport 

bureaucracy began to assert its authority and influence in the 

shaping of government strategy in the transport sector, and 

defining the position of the JNR within that overall policy. That 

function the MoT singularly failed to carry out, the need for it to 

adopt a more responsible position coinciding with the general 

trend In the Japanese political system of a swing in the balance of 

power away from the bureaucracy toward the parliamentarians.

256



The MoT’s position within the bureaucracy itself, never 

particularly strong In any case, was further weakened in the post 

1964 period vis a vis affairs concerning the JNR, because the 

requirement to provide subsidies from public funds to support the 

national railway’s investment programme put the Transport 

Ministry In a position subservient to the holders of the 

governmental purse strings, the Ministry of Finance.

That the management of the national railway was not unaware of 

this subtle change in the relative influence of the two Ministries 

to which it related is evidenced by the closer links developed 

between the JNR executive and the M0 F 6 6 , at the expense of the 

Ministry of Transport. This turned out to be a somewhat short

sighted policy on the part of the management of the JNR, and had 

distinctly negative consequences in terms of the MoT’s eventual 

support for the proposals to dissolve the JNR as part of the 

administrative reform process in the 1980s.

In the transport field, therefore, the growing power of Zoku 

politics had no counterbalance in the form of an authoritative 

Ministry with the interests of the national railway at heart. In
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relation to the phrase Oyakata Hi no  Maru , there is little doubt in 

JNR terms that, while the parliamentarians - the LDP Unyu Zoku - 

can be identified as the ‘Boss’, It was not so much the Government 

but the Japanese people who were ‘footing the b ill’ .

As will be discussed in Chapters 6 and 7, one of the myths which 

has become attached to the supposed gains from the privatisation 

of the JNR is that it has dealt successfully with the Oyakata Hi no 

Maru problem in the sense of removing the burden of the national 

railway debt. In fact, this is far from the truth, the current level 

of indebtedness carried by the JNR Settlement Corporation (at the 

end of fiscal 1992) actually being higher than that which existed 

at the time of the JNR’s division into the JR operating companies67. 

The debt built up during the JNR era to which the famous 

expression refers therefore remains in place as a burden on the 

Japanese people. It remains as a lasting testament to the lack of 

effective Government responsibility for sustaining a realistic  

policy for the national railway within the nation’s transport 

system.
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Prior to this, however, the previous sections of this study having 

dealt with the establishment and expansion of the national railway 

system In Japan and with its Post-War restructuring and 

subsequent operation of the JNR, the present Chapter also brings 

the depiction of the public corporation era to a conclusion with an 

evaluation of the JNR in its final phase of operation, just prior to 

its dissolution and privatisation.

The End of the Public Corporation Era

By the early 1980s, the time of the initial proposals to reform the 

national railway operation, the JNR had become a pale shadow of 

the dominant transportation enterprise it had been when 

established as a public corporation some thirty years before.

The scale of the operations of the JNR had actually increased 

during the public corporation era, a reflection of the enforced 

policy of sustaining a comprehensive national service Irrespective 

of cost to the state railway. At the end of its profitable phase i n 

1963, the JNR rail network stood at 20,600 kilometres68. Twenty 

years of escalating losses later, and with the addition of the
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unprofitable Tôhoku and Jôetsu Shinkansen , the JNR’s operating 

track system had risen to 21,400 kilometres.

This increase in the national track network contrasted 

dramatically with the market share figures achieved by the JNR.

The continuing pressure from politicians and from the transport 

bureaucracy to retain services even if unsustainable on financial 

grounds was maintained in the face of irrefutable evidence that 

the national railway’s position in the overall transport market had 

suffered a massive decline. Thus by 1982, when the reconstruction 

plans for the JNR were first taking shape, the national railway’s 

share of the passenger rail market was down to 24%, compared 

with 60%in 1950; in freight traffic the state railway accounted 

for only 8%of cargo ton kilometres transported, compared with  

52% in 195069.

The contrast between the system of nationwide services which the 

JNR was obliged to maintain, and the inherent unprofitability of 

this scale of operation can be further illustrated by examination of 

the national railway’s individual lines. The ‘progression’ of JNR 

lines from profitable operation to irreversible losses is shown
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graphically in Appendix 3, concluding that, at the end of its public 

corporation phase of operation, fewer than 10 out of its network of 

245 lines were still ‘in the black’. Those few profitable services 

were, moreover, dominated by 3 individual lines, the 

Tôkaido/Sanyô Shinkansen , the Yamanote Line in Tokyo, and the 

Kanjô Line in Osaka, such that over 98% of the JNR’s national ra il 

network was, at best, marginal In terms of income against 

operating costs and, at worst, significantly lossmaking.

In the face of this overwhelming picture of a state railway  

operation run, in reality, as an adjunct of national economic and 

social policies, it Is not surprising that the various attempts at 

the financial reconstruction of the JNR - described earlier in 

Chapter 3 - were doomed to failure. Recognition that the 

reconstruction of the national railway would instead succeed only 

through the removal of the excessive burden which the JNR had 

shouldered as a result of implementing social policies on behalf of 

the nation had not, however, been lost on all observers. As early as 

1967, Ishikawa Tatsujirb had w ritten

... in the management of the JNR there are ... some areas that 
it is necessary to maintain and operate from a national 
standpoint, without taking profitability into account. ...
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Since an increase in demand for services provided by JNR i s 
anticipated with the growth of the national economy, 
preinvestment cannot be avoided to raise the trunk line 
system of JNR to a higher standard. ...As originally 
conceived such an improvement of the national infrastructure 
is almost Impossible to accomplish with the JNR’s balance of 
revenues and expenses, from the broader perspective of the 
national economy.^o

Regrettably it took some fifteen years for this view to  be 

reflected in government transport policy and, even then, the 

reconstruction measures devised were aimed not at the  

preservation of the national railway operation but at its  

dissolution.

The depiction above of the national railway operation In its final 

phase leads to a bleak conclusion, the picture being that of a public 

corporation with substantial operating losses, and with a massive 

burden of indebtedness. Given, however, that the losses and debt 

were incurred in the provision of a national rail service 

irrespective of its financial consequences, the surface view takes 

no account of the ‘social cost’ of the JNR’s responsibility to 

operate and maintain lossmaking railways in the name of national 

transport policy.
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T a b l e  18  J N R  F I N A N C I A L  R E S U L T S  A D J U S T E D  F O R  E X C E P T I O N A L  I T E M S
(00m. Yen)

Fiscal Year 1963 1980 1983 1986

Revenues :

Passenger 3384 22424 25797 30269

Freight 2115 3296 2415 1676

Miscellaneous 188 1026 1394 2223

Subsidies 2891 3383 1883

Total Revenues 5687 29637 32989 36011

Non Operating Profit/Loss 31 -78 1808 3391

Costs:

Interest Costs 252 4764 9785 13253

Lease Charges 303 1376 1889

Dep reciat ion 810 3978 5875 6681

Personnel Expenses 2293 18587 21141 21152

Material and Other Costs 1789 12011 13224 10280

Total Costs 5144 39643 51401 53255

Net Profit/Loss 574 -10084 -16604 -13813

Unfunded Special Retirement 

A1 lowances 1784 3877 5153

Unfunded Special Pension 

Payments 1484 2752 3331

Capital Expenses on Tohoku 

and Joetsu Shinkansen 3351 4565

Adjusted Net Profit/Loss 574 -6816 -6424 -764

Source : Adapted from data in Nihon Kokuyu Tetsudo(Japanese National Railways). Tetsudg 

YoranCRaiIway Digest). 1970-1986 Editions.

UnyushoCMinistry of Transport). Shgwa 62 Nenban Unyu HakushoCAnnual Ministry 

of Transport White Papers for 1987). 1988. Reference Materials p. 5.



Before going on to describe the process by which the national 

railway was restructured through its division and privatisation, i t 

is therefore instructive to reassess the state of the Japanese 

National Railway at the end of the public corporation era by taking 

account of the real cost of its financial responsibility to operate a 

nationwide railway service. This process may be undertaken by 

adjusting the Profit and Loss Account of the JNR to remove from  

its cost base those aspects of its operation which might be deemed 

to be outside Its financial remit, and which more reasonably should 

be regarded as part of wider national government policy 

considerations^i

The findings of this exercise are shown in Table 18, adjustment 

having been made for two major constituents of the JNR’s cost 

base, namely its capital expenditure requirements for the 

completion of the Shinkansen programme, and the special pension 

and retirement payments relating to the corporation’s over-large 

workforce. It will be noted from Table 18 that government 

subsidies paid to the JNR have not been deducted from the Income 

of the national railway corporation; had this been done, it would be 

argued here that the lease payments to the Japan Railway
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Construction Public Corporation should simultaneously be removed 

from the JNR’s costs, since they represented a ‘social’ 

expense incurred in the building and running of unprofitable lines. 

Since, in the final years for which this analysis is undertaken, the 

figures for subsidies received and for leasing costs paid out were 

almost exactly the same, the JNR Profit and Loss Account has been 

left unadjusted for those two balancing items.

Table 18 thus shows the JNR’s financial results for 1963, the last 

year in which a profit was made, and for the final years prior to 

its break-up and privatisation adjusted for its ‘social’ costs. In 

its very last year, fiscal 1986, the JNR had announced a loss of 1.3 

trillion Yen which, although 25% lower than the deficit In 1985, 

was regarded as the final justification that the government’s 

policy of privatisation and division was the only option. I f 

adjustment is, however, made for the excess pensions costs, and 

for the burden imposed by the construction of the two Shinkansen 

known at the outset as being unprofitable to run, the operating loss 

of the JNR in fiscal 1986 would have been reduced by 95% from 1.3 

trillion Yen to 76 billion Yen (which represented only 2% of group 

revenues).
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The evaluation of the JNR’s management of the state rail network 

in terms of its unavoidable costs related to matters of national 

economic and social policy shows that virtually all of its losses 

were incurred in carrying out operations which were far beyond its  

financial capabilities. Had any such objective analysis been made 

of the real ‘social’ costs of maintaining an excessive labour force 

and of supporting an Inherently lossmaking national rail service at 

an earlier stage of the JNR’s operation, it might have provoked a 

different set of policy initiatives from the divide and privatise 

strategy which emerged from the Japanese government in the 

1980s.
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CHAPTER 3 ENDNOTES

1. Nakamura Takafusa f 1994T Lectures on Modern Japanese 
Economic Historvi 926-1 994. Tokyo, pp.21 5-224.

2. A case study of the development of the Shinkansen is contained 
in Chapter 4 of this thesis,

3. Nihon Kokuyu Tetsudd (JNR) (1984), Kokutetsu Yosan Sankd 
Shirvo  (Reference Material for Budget Discussions), Tokyo, pp,738- 
739. Also Nihon Kokuvu Tetsudd Kansa Hdkoku Sho (1964), (JNR 
Annual Audit Report), p.1, p.246.

4. In its annual approval of the JNR budget from 1964, the Diet 
authorised the issue of bonds by the national railway to finance its  
expenditure. After 1966, when the operating losses became so 
high that the JNR’s capital reserves were exhausted, additional 
debt was the predominant source of the national railway’s funds. 
The financial data was taken from the annual Nihon Kokuyu Tetsudd 
Kansa Hdkoku Sho (JNR Annual Audit Reports).

5. Nihon Kokuyu Tetsudo (JNR) (1976), Kokutetsu Yosan Sankd 
Shirvo  , pp.51 2-51 3.

6. Appendix 6 shows the Outline of the Japanese Railway Subsidy 
System, within which funds are made available to the Railway 
Construction Corporation to contribute towards private railway 
investment projects.

7. A number of interviewees - former JNR managers - gave the 
view that the dismissal of President Sogo ShinJI in 1963 was 
because he was opposed to the policy of building lossmaking local 
railway lines. The establishment of the Railway Construction 
Corporation in 1964 provided a convenient means of continuing the 
construction of lines In rural areas, unprofitable services which 
the JNR was thereafter obliged to operate and maintain.

8. The proposed closure of 83 local lines was a part of the JNR s 
first Reconstruction Plan but Ministry of Transport approval for 
the termination of these service was not then forthcoming.
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Permission to proceed with a significant divestiture of its  
lossmaking local lines was not obtained until after the 1980 
enactment of the JNR Reconstruction Act, which set up the Third 
Sector railway system to manage lines in rural areas. See also 
Endnote 16 of this Chapter and, for a detailed analysis of the Third 
Sector, Imashiro Mitsuhide (1993). Provincial Railway PoLicy and 
the Third Sector Railways in Japan, Tokyo.

9. For a detailed exposition of the establishment of the Third 
Sector Railway system, see Imashiro Mitsuhide (1993), Provinci^ 
Railway Policy and the Third Sector Railways in Japan. Tokyo.

10. The financial results of the Jôetsu Shinkansen are shown in 
Chart 1 5, and Table 21, adjoining p. 299.

11. The chronology of the development of the Shinkansen network 
is contained in JNR International Department (1984), Shinkansen , 
Tokyo, pp.5-6.

1 2. Diet deliberations on the JNR tariff during the Satô regime, as 
was the norm during the public corporation era, were the subject 
of intense political manoeuvring between the government and the 
opposition. The uniting factor, which resulted In the 1965 
application for a revision of the tariff system being turned down, 
was that JNR fare increases contributed to inflation.
Interviewees, then employed as JNR Executives, notably Ishii 
Naoki, Ishikawa Tatsujirô, Maeda Kiyoji, and Izumi Nobuhisa, 
stressed to the author in interview that there was a common 
perception amongst the national railway management that 
decisions on changes in the tariff system were taken on the basis 
of national political considerations rather on the basis of what 
was right for the financial well-being of the JNR. Interviews, 
Tokyo, July 1991 to May 1992.

13. Interviewees, Ishii Naoki and Ishikawa Tatsujirô, then both 
JNR executives, indicated that there was no particular feeling of 
concern amongst the management of the national railway when the 
1964 loss was announced. The transport market was s t ill  
expanding, the Tôkaidô Shinkansen had been completed 
successfully, and the still optimistic stance of the JNR was also 
reflected in the attitude of the Ministry of Transport and of Diet
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politicians. Interview, Tokyo, November 1991.

14. Decisions on JNR fares were taken, in the Diet, on an ad hoc 
basis but, implicit in the thinking of Government, was the concept 
that increases in the JNR tariff had to be suppressed in the 
interests of its wider economic policies. This matter was also 
covered in this Chapter’s Endnote 12.

15. Chart 6, adjoining p.213,shows the significant differences in 
the amounts invested by the Japanese government on, respectively, 
the road sector and the railways. The effects of these policies i s 
shown in the earlier Charts 4 and 5, adjoining p.190.

16. Nihon Kokuyu Tetsudd (JNR) (1976), Kokutetsu Yosan Sank^ 
Shirvd, pp. 514-51 5.

17. There had been a previous JNR Plan, structured on a 10 year 
basis, and with the envisaged return to profitability put forward to 
1981. It was admitted by the JNR management that the scale of 
investment required to implement the plan would add substantially 
to the corporation’s debt position. There was no attempt made, 
however, to link the proposed cost outlays of 7,000 billion Yen to 
the evidence in the market place of falling volume in the freight 
operations or even to the slowdown In business In the passenger 
division of the national railway. Reference to the earlier Chart 2 
shows the peaking of freight volume in 1970, and the impact of 
competition from road transport on the JNR’s passenger operations 
at that time. These visible signs were not allowed to inhibit the 
expansionary nature of the Plan.

Initially put forward in January 1972, this Second Reconstruction 
Plan was abandoned in June of that year without having been put 
into force. It further resulted in the non-implementation of a 
proposed 15% fare increase for 1972. The JNR’s Income thus 
continued to lag behind the rate of domestic cost inflation, and its  
operating loss for fiscal 1972 rose by 46% to 342 billion Yen. See 
Nihon Kokuyu Tetsudd (JNR) (1976), Kokutetsu Yossn Ssnkd Shfryd  , 
pp. 512 - 513.

18. Having been shelved in 1982 on grounds of cost, the Shinkansen 
building programme was revived in 1991 with the establishment of
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a new financing system under the auspices of the Railway 
Development Fund. This topic is further covered in Chapter 7, pp. 
536 - 561.

19. The Tanaka Plan is set out in Tanaka Kakuei (1972). Nihon 
R ettd  Kaizd Ron (Plan for Building a New Japan), Passim. The 
expansionist Tanaka plans gave moral support to the established 
JNR leadership which wanted to preserve -and, indeed, expand - the 
National Railway ‘Empire’. This theme was previously discussed in 
Chapter 2, pp.179-184.

20. Such as Kakumoto Rydhei whose views are discussed In greater 
detail in Chapter 4 (pp. 318 - 319) in relation to the JNR Freight 
operation.

21. A detailed financial analysis of the public sector subsidies to  
the JNR is contained later in this Chapter.

22. See Table 14, adjoining p. 237.

23. The Issue of the JNR pension fund, the cost of which had a 
severely negative effect on the national railway’s finances in its  
final years, is further covered In this Chapter. The research 
material on this topic was obtained In interview with former JNR 
management officials Ishii Naoki and Ishikawa Tatsujird, Tokyo, 
November 1991.

24. Nihon Kokuyu Tetsudd (JNR) (1984), Kokutetsu Yosan Sanko 
S hirvd  , pp.352-355. The author is also indebted to the Director 
General of Unyu Chdsa Kyoku, Maeda Klyoji, for this account of the 
shift of the JNR Management Plans from a concentration on the 
’reconstruction’ of the national Railway to that of its  
‘rehabilitatation’. Interviews, Tokyo, July to November 1991.

25. Nihon Kokuyu Tetsudo (JNR) (1984), Kokutetsu Yosan Sankd 
Shirvd. p.308.This Issue is also discussed in Nihon Kokuyu Tetsudo 
Keiel Kaikaku Shitsu (JNR Management Plan Division), Keiei S h iryd  
Shu (Saiken Keikaku Kankei) (Compilation of Management Data 
Concerning the Reconstruction Plans), p.229 and p.236.

26. The proposed second half of the doubling of passenger fares in
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1977 was, In the face of strong opposition from the travelling 
public, quietly abandoned, and with it went any possibility of the 
Reconstruction Plan’s goals being realised. See Nihon Kokuyu 
Testudd (1984), Kokutetsu Yosan Sanko Shirvo, pp.308-309.

27. Ishikawa Tatsujiro (1980), “Kakuitsu Unchin Shiso ga Ik its u k u  
Tokoro “ (The Destination of the Uniform Rate Concept), Kdtsu. 
S hinbun , 22 June.

28. As discussed in Smith, Ian (1992), “The History of the 
Japanese National Railway 1949-1987 - A Balanced View”,
Tetsudo Shiaaku , December, p.56.

29. Of the 83 local lines chosen by the JNR in 1968 for closure, 12 
actually ceased operation (amounting to some 121 kilometres of 
track) between 1969 and 1972. As previously stated, however, the 
amount of new rural line construction in the 1960’s and 1970’s far 
exceeded the closures and the problem was not properly tackled 
until the passing of the JNR Reconstruction Act of 1980. That Act 
defined those remaining lines to be terminated or converted to  
Third Sector operation as being characterised by extremely low  
traffic density, all of them carrying less than 4000 passengers per 
kilometre per day. The first line in the closure programme ceased 
operation in October 1983, and the first service to betaken over by 
a new Third Sector company began operating in April 1984. The 
total track length of these services removed from the JNR’s 
responsibility was 31 57 km, representing 14% of the total JNR 
track network but only 1%of its passengers carried.

The Third Sector companies formed by this legislation are 
partnerships between local governments and private investors. 
Thirty eight of the eighty three rural lines to  be terminated by the 
JNR were taken over by such Third Sector enterprises, the 
remaining services being transferred to local bus operations. The 
JNR provided the required railway facilities (track, signalling, 
stations) to these new Third Sector companies without cost, and 
government subsidies were made available for the purchase of 
rolling stock and engine sheds etc. In what was the first overt 
acknowledgement of the requirement of public funds to maintain 
non profitable services, moreover, central government agreed to 
cover 50% of all trading losses by the Third Sector companies for
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the first five years of operation.

The geographical distribution of the line closures and transfers to 
Third Sector operation is shown in Appendix 4. In terms of public 
rail service, the island of Hokkaido suffered most from the 
introduction of this policy, only one of its twenty three local lines 
abandoned by the JNR being taken over by a Third Sector railway 
operation. A detailed account of the establishment of the Third 
Sector Railway system is available in Imashiro Mitsuhide (1993), 
Provincial Railway Policy and the Third Sector Railways in Japan. 
Tokyo.

30. The 1980 Management Plan divided the JNR’s trunk lines into 
three groups - those between Tokyo and Osaka, the Shinkansen , and 
other trunk lines - and more clearly defined the operating 
conditions for each category. Material provided In Interview by 
Maeda Kiyoji, Director General of Unyu Chôsa Kyoku (Institute of 
Transport Economics),Tokyo, September 1 991. Confirmed in the 
discussion of the JNR Reconstruction Plans in Nihon KokuyCl 
Tetsudô (1984), pp.352- 355.

31. Article 4-2 of the Nihon Kokuyû Tetsudô Keiei Saiken Sokushin 
Tokubetsu Sochi Hô(1980) limited the areas in which the JNR 
could effect its Management Improvement Plan - and excluded any 
rationalisation of the scale of the operations of the national 
railway. The Law is contained in the (Annual) Chùkai Tetsudô R o d d ô  

(Compendium of Railway Laws), Tokyo; in the 1993 Edition on pp. 
3033 -3054.

32. Ishikawa Tatsujirô (1982), “J/ta/ Shinkô no Sokudô to  Saiken 
Sokadô” (An Escalation of the Present State of Affairs Versus 
Speedy Reconstruction), Kôtsû Shinbun , 19 September.

33. Ibid.

34. lio Jun (1993). Mineika no Se iii Kate i - Rinchô Gata Kaikaku no 
Seika to Genkai (The Political Process of Privatisation - 
Institutional Reform in Japan in the 1980’s), Tokyo, pp.29-30.

35. As shown In Chart 4, adjoining p. 190.
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36. As set out in Chapter 1, pp. 105 - 107.

37. The Opinions Regarding JNR Reconstruction, submitted by the 
Supervisory Reform Commission to PM Nakasone in July 1985, put 
the appropriate level of manpower for the new JR companies to be 
created after the JNR’s dissolution at 215,000. Nihon Kokuyu 
Tetsudô Saiken Kanri linkai. (JNR Reconstruction Supervisory 
Commission), Kokutetsu Kaikaku ni Kan Suru Iken - Tetsudô ni M i ra i  
O Hiraku Tame n i (Opinions on the Restructuring of the JNR), p.93. 
One would have had to go back as far as 1930 for the national 
railway’s actual level of employment to be as low as this figure.
See Table 12, adjoining p.233.

38. This was facilitated by the policy permitted to the JR 
companies to choose their new employees from the pool of former 
national railway staff, all of whom had been dismissed on the 
dissolution of the JNR. See discussion in Chapter 6 (pp. 471 - 480) 
on the process of preparation for the JNR’s privatisation.

39. The Law Governing the pensions paid to public servants, the 
OnkyCi Ho (Pensions Law), is contained in the Roopô Zensho 
(Compendium of Laws), Tokyo; in the 1993 Edition on pp.31 3-330.

40. The term ‘unfunded’ means that, according to actuarial 
calculations, the Kokutetsu  pension scheme would not have 
sufficient resources to meet the pension requirements of its  
existing members. “... an unfunded scheme can be looked upon as 
equivalent to a funded scheme under which no contributions have 
yet been paid and which accordingly has no assets.” Davies, Mike; 
Paterson, Ron; and Wilson, Allister (1992). UK GAAP - Generally 
Accepted Accounting Practice in the UK. London, p. 983. The 
application of this actuarial term to the JNR was explained bylshii 
Naoki in an Interview on the JNR pensions issue, Tokyo, September 
1994.

41. See Ishikawa Tatsujirô (19671. Kokutetsu Sono Z a ise itek i Kôzô 
(JNR’s Financial Structure), Tokyo, p.331.

42. Ibid.

43. The JNR Pensions issue, including the fund’s decline into
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deficit, was a matter discussed with Ishii Naoki, Interview, Tokyo, 
September 1994.

44. Maeda Kiyoji in Interview, Tokyo, September 1991. See also 
Table 16, adjoining p. 245.

45. See Table 16, adjoining p. 245.

46. As shown in Table 17, adjoining p. 245.

47. This conclusion was drawn from analysis of the statistics in 
Table 1 6, adjoining p. 245.

48. The reference to 1 980 is in connection with the establishment 
of the Third Sector Railway system in that year. See p.223. Endnote 
29, and Table 16, adjoining p.245.

49. This conclusion was drawn from analysis of the statistics in 
Table 17, adjoining p.245.

50. Kóshiro Kazuyoshi (1982). Nihon Róshi /Canke/(Labour 
Relations in Japan), Tokyo, Table VII-14, p.178.

51. The Marusei Undo policy was introduced by the management of 
the JNR with three broad objectives, namely to increase 
efficiency, to enhance the overall wealth of the national railway, 
and to provide a fair share of rewards to its staff. As regards its  
motivation, Paul Noguchi is succinct in his description “— INR 
management was aware that Kokutetsu needed government 
assistance for its financial reconstruction. One of the 
prerequisites of this grand-scale reconstruction program was to 
have government’s confidence in the JNR restored by carrying out 
an impressive productivity drive. Thus, the movement was both a 
management philosophy and a moral reform campaign for 
employees.” Noguchi, Paul (1990), Delayed Departures. Overdue 
Arrivals - Industrial Familialism and the Japanese National 
Railways. Honolulu. pp.117- 118.

52. Mutò Hisashi, former Secretary General of Kokùro, i n 
Interview, Tokyo, March 1992.
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53. Management:labour relations in the JNR had deteriorated in the 
late 1960s, the worsening climate coinciding with the introduction 
of the policy of Yóin Górika (Rationalisation of the Essential 
Workforce). The Górika strategy - aimed at reducing the level of 
employment in the national railway - was first addressed at the 
JNR’s freight operation. Management attempts to convince the 
workforce of JNR Freight that a reduction in overall numbers of 
staff would bring benefits, for example, in higher wages or shorter 
working hours to those who remained in employment were not 
fruitful. Application of the Yóin Górika policy to the passenger 
division of the JNR had equally little success. As Mutò Hisashi, the 
Kokuró Secretary General, expressed in interview the labour 
unions knew that the JNR management had no real autonomy, and 
could therefore not deliver the “fair share of rewards to its s ta ff” 
as later set out in the M arusei objectives. Interview, Tokyo,
March 1992.

54. Mochizuki, Mike (1993). "Public Sector Labor and the 
Privatization Challenge: the Railway and Telecommunications 
Unions” , in Allinson, Gary D. (ed.). Political Dynamics In 
Contemporary Japan. Ithaca and London. p.184. See also Noguchi, 
(1990), p.32.

55. The conclusion that the Marusei Undo period had resulted in a 
widening of the split between the ‘moderate’ and ‘militant’ JNR 
Labour Unions was drawn from the analysis on pp.246-249. 
Discussion of labour relations in the final 10 years of the JNR is 
contained in pp.249-254, the conclusion being that the divisions in 
the various JNR Unions continued right up to the time of the 
national railway’s reorganisation.

56. One interviewee, in a staff relations management position in 
the JNR during the 1 970’s, claimed that the national railway 
Kaifuku Shôkyû Initiative was modelled on the policy Implemented 
by NTT. As a result of technological developments the 
telecommunications enterprise had a decreasing staffing 
requirement, and its Kaifuku Shôkyû strategy was introduced as a 
‘quid pro quo’ for the remaining employees. Kitsutaka Hiromasa, 
Former Staff Relations Department, Advisory Director to the JNR 
President, in Interview, Tokyo, October 1991.
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57. As the Kaifuku Shôkyû practices in both NTT, and in the JNR 
were ‘secret’, the evidence of their operation and abandonment i s 
no more than anecdotal. However, the interviewee cited above in 
Endnote 56 indicated that “...the LDP found out, and accused the 
management of the JNR and NTT of operating a cosy system of 
employee benefits with public money”. In any case, the policy was 
dropped in the two public corporations, and the career prospects of 
the management associated with it thereafter suffered.

58. This conclusion was drawn from the analysis of the effect of 
the Sutokensuto  on the Japanese economy. Confirmed in Mochizuki 
(1993), p.185.

59. The new moderate line of Kokurô was epitomised by the 
devising of a slogan which emphasised the duty to work as a higher 
priority than the traditional emotive concept of the labour 
‘struggle’. This read as Hataraku Beki wa Hataraki, Yokkyû Subeki 
wa Yokkyû Shi, Tatakau Beki wa Tatakau (When Working We Should 
Work Hard, When Demanding We Should Demand Strongly, When 
Fighting We Should Fight Hard). Mutò Hisashi, Former Secretary 
General of Kokûro, in Interview, Tokyo, March 1992.

60. In internal discussions during 1979, the Dorò leader Matsuzaki 
Akira - prophetically - expounded what he saw as a need to develop 
policies to deal with the ‘strong siege’ which would inevitably 
face the unions from the LDP Government. This is confirmed i n 
Mitsuzuka Hiroshi (1986). Saraba Kokuvû Tetsudô  (Farewell 
National Railway), Tokyo, p. 167.

61. Shuntò (Spring Offensive) is the name given to the annual 
system of wage negotiations in Japan, originally initiated by Sôhyô 
(the labour union federation) in the 1950’s. While the bargaining, 
and the general level of wage increases so agreed ( ‘base-up’), is 
geared to the private sector of Japanese industry, the annual wage 
settlements by the public corporations were, during their period of 
operation, influenced by the rate set In the Shuntò  negotiations.

In practical terms, however, there were regular problems in the 
JNR in the implementation of the Shuntò guidelines on wage 
increases. This was because the JNR budget - including the 
proposed salary levels for the next financial year - was submitted
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to the Ministry of Transport, and then to the Diet, several months 
in advance of the general Shuntò negotiations. As a consequence, 
the provision within the JNR budget for wages in the following 
year approved by the Diet did not necessarily match the rate of 
increase agreed in the Spring ’Shuntò’ . Moreover, in years in which 
the JNR’s budgeted wage increase was lower than the Shuntò rate, 
the gap could not simply be bridged without further Diet approval.

Although this was regularly the cause of friction between the JNR 
management and the labour unions, it ceased to be - coincident 
with the decline in labour disputes in the national railway - a 
major problem in the public corporation’s final decade of 
operation. The substantial fall In the number of working days lost 
through labour disputes Is shown in Chart 1 3, adjoining p. 252.

62. The tactics of the pro-reform group within the national 
railway management are further discussed In Chapter 5 in the 
context of the position of the JNR in the administrative reform 
movement. Various interviewees, when asked about the importance 
of ‘solving the JNR’s labour problems’ as a motivating factor in the 
JNR reform process, indicated to the author that the labour Issue 
was considered to be central to the proposals which later emerged 
for the break-up and privatisation of the national railway.

One such comment was the following;

“As for labour issues, there was a strong concern among the 
members of the LDP, especially after the strike for the right to 
strike (the Sutokensuto), and they felt that something had to be 
done to reform the JNR unions (Kokurò and Dorò).” Ishii Naoki In 
Interview, Tokyo, September 1994. The viewpoint is also as set 
out in Ishii Naoki (1991). Short History of Labour Problems in the 
JNR. Manuscript, Tokyo, pp. 1 6 -1 7 .

63. Junpò TÒSÒ was the name given to the ‘work to rule’ struggles 
practised by the JNR labour unions in place of illegal strike action. 
Their incidence increased in the early 1970’s, and they were 
accompanied by a growing number of Anzen Junpò Tòsò - ‘safe 
operation’ struggles In which as Paul Noguchi explains “...train  
speeds are lowered and strict observance of stopping and starting 
trains paralyzes traffic and disrupts the schedules of commuters.
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In 1972 and 1973 commuters responded with angry riots.” Noguchi 
(1990) p.33.

64. Interestingly, the Kenkyusha New Japanese - English 
Dictionary translation of Oyakata Hi no Maru is the following "... 
the ‘Uncle Sam will foot the bill’ attitude”. The problem identified 
as symptomatic of the JNR as a public corporation, may therefore 
have been thought of as of US derivation. This has a certain irony, 
however, given that the original US inspired proposals for the 
establishment of a public corporation structure for the JNR were 
designed to instil a spirit of private enterprise within the context 
of financial and managerial autonomy.

65. See Chapter 2, pp. 185 - 190.

66. Interviewees Imashiro Mitsuhide and Ishii Naoki both cited the 
changing characteristics of the relationships between the JNR 
management and the bureaucracy as important in conditioning the 
attitude of the MoT towards the proposals to divide and privatise 
the national railway operation.

In the JNR’s lossmaking phase, successive railway management 
groups developed and maintained direct contacts with the MoF on 
the basis that the provision of government finance was essential 
to the railway’s continued existence. The close links between the 
JNR and the MoF transcended the traditional direct relationship 
with the Transport Ministry, which regarded the railway 
management’s ‘initiative’ with hostility.

The issue of the MoT’s position in the JNR reform debate is covered 
more fully in Chapter 5, it being expressed there (pp. 418 - 420) 
that the final Ministry of Transport support for the JNR break-up 
and privatisation reflected the desire of the transport bureaucrats 
to ‘get their own back’ on the JNR management for the la tter’s 
previous attempts at independence.

67. As shown in Table 41, adjoining p. 523.

68. As shown in Chart 1, adjoining p. 70.

69. As shown in Charts 4 and 5, adjoining p. 190.
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CHAPTER 4

JNR MANAGEMENT POLICY IN OPERATION

The Development of the Shinkansen Network and the  
Freight Division: Their Role In Shaping the JNR’s O vera ll 
Financial P o s ition

It has been a central theme of this thesis that the operating 

performance of the JNR was consistently undermined by its  

obligation to carry out policies based on matters unrelated to 

financial expediency. That there was an excessive degree of 

political influence on decisions affecting the national railway’s 

operations which should have been the preserve of the management 

of the JNR is clear. The abuse of the system of administering the 

national railway enterprise for purposes - such as the building of 

lossmaking local lines - other than the efficient operation of the 

rail network had a major impact on the financial results of the 

national railway, and was a crucial factor in leading to its final 

demise.

In the context of these political aspects of the administration of 

the national railway the previous Chapter concluded with a 

financial analysis of the JNR’s operations in its final phase, Just 

prior to its dissolution and privatisation. That examination of the
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JNR’s finances incorporated the results of the key elements of the 

national railway’s activities, Its network of high-speed passenger 

lines (the Shinkansen ), and its nationwide Freight Service. The 

policies of the JNR In respect of these two activities were carried 

out in the context of its role as the operator of the national ra il 

network, and were devised within the framework of political 

Interference in the national railway’s management. The 

relationships between the JNR and its agents in the bureaucracy 

(particularly the Ministry of Transport) and those with politicians 

and government were thus important factors in shaping the 

strategy adopted in respect of these two operations.

The fiscal results of the Shinkansen and JNR Freight were highly 

influential in shaping the JNR’s overall financial position. Specific 

proposals aimed at dealing with both the Shinkansen and Freight 

operations were, therefore, drawn up as important constituents of 

the JNR privatisation process. The consequent implementation of 

the reorganisation of both the Freight and Shinkansen businesses 

within the privatisation strategy has since, moreover, had 

important implications for transport policy matters such as the 

financing of railway investment, government regulation of the
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railways, and the payment of subsidies for the operation of 

railway services. As an integral part of the evaluation of the 

financial state of the JNR in its latter years, and as a prelude to 

examination of the policies adopted on behalf of the Shinkansen 

and Freight operations in the post-privatisation environment there 

thus follows an analysis of these two important business sectors 

as they developed through the JNR public corporation era..

The Shinkansen

The Shinkansen high speed rail network remains the single, most 

potent symbol of the Japanese National Railway. The Shinkansen 

is, indeed, taken as a symbol of the Japanese nation as a whole, 

reflecting the virtues of operating efficiency and reliability, and it  

has, moreover, inspired the worldwide development of high speed 

passenger rail services.i While this international image as a 

pioneer of the construction of rapid transit railways is richly 

deserved, however, an analysis of the aspects of the development 

of the nationwide Shinkansen network in Japan is also required in 

order to judge its impact on the JNR’s financial position. In that 

detailed proposals for the restructuring of the finances of the 

existing Shinkansen and of the planned construction of ‘new’ high
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speed lines - as detailed in Chapters 6 and 7 • were needed as key 

elements of the JNR privatisation plans, It is, furthermore, 

particularly pertinent that the Shinkansen operation be subject to 

more detailed examination than that encompassed at the ‘image’ 

level held up by foreign observers.

A Brief Historical Summary of the Original Plans for High 
Speed R ail

Although the Shinkansen was inaugurated during the JNR public 

corporation era, its history long pre-dates that phase of the 

development of the national railway. Indeed, the first proposal 

was some 50 years earlier when, shortly after the nationalisation 

of the private trunk line companies (described in Chapter 1 ) I n 

1906, it was proposed that the Tôkaidô line be electrified. The 

targeted speed on the Tokyo - Osaka route of 80 kilometres per 

hour would. If the plan had gone ahead, have represented an early 

attainment of high speed rail passenger transport2.

The Railways Agency (Tetsuddin) , set up to administer the 

railways following their nationalisation, also favoured a change 

from the Japanese narrow gauge to the standard gauge to facilita te  

the construction of high speed lines. This proposal was put
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forward by Got6 Shinpei, the President of the Railways Agency, and 

the lines were mapped out in the 1922 Railway Construction Act. 

This contained the blueprint for the national railway network on 

which all subsequent railway construction decisions have been 

made.

The planned routes for fast passenger services thus existed as 

early as 1922, and their construction was even by then at least 

implicit in government transport policy. It took, however, the 

switch to an economy geared to military expansion in the 1930’s to  

bring the concept nearer to reality. Under a proposal for the 

military-geared construction of a national network of high speed 

lines plans were drawn up for a bullet train (Dangan Ressha) 

network to link Japan with the Asian continent. Land was 

progressively acquired for the purpose of building a new line 

westwards to Osaka, but the plan foundered as short term  

economic priorities related to the war effort gained sway. The 

visionary proposal, drawn up In 1938, to build a new Tdkaidd  line 

from Tokyo to Osaka which would halve the then eight hour journey 

between the two cities was shelved in 1944, where It remained
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until the idea was revived at the approach of the 50th anniversary 

of the national railway in 19573.

The catalyst for the new proposals to build a new high speed 

passenger line was the need to provide an appropriate 

commemoration of the JNR’s half century. The specific idea of a 

standard gauge line taking only three hours from Tokyo to Osaka 

was outlined by the staff at the JNR’s Railway Technical Research 

Institute, and presented to the Board of Directors in May 1957'^.

No longer requiring a military justification, the rationale for the 

construction of the new Tdkaido  line was now overwhelmingly an 

economic one. Although its electrification had been completed i n 

1956, the existing Tdkaidd  line had already reached the limits of 

its capacity. The area covered by this line was of major economic 

significance, its land space of 16% of the national total accounting 

for 40% of the population, and over 60% of the total industrial 

production in Japan.

The alternative means of extending the capacity of the Tokaidoline 

would have been to double track it, although this would have left
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the maximum speed at 1 lOkm/hr. It was, moreover, estimated 

that the cost of double tracking the line would have amounted to 

more than a full year’s revenues from the entire JNR passenger 

division. There was therefore a strong argument for building a new 

standard gauge, dedicated line which would reduce the journey 

time by half on a route which, while accounting for only some 3% 

of the national rail network, catered for 24% of the JNR’s total 

passenger and freight business volume.

The Role of Sogô S h in ji

Despite the compelling economic logic of such a plan, it might w ell 

have stayed on the drawingboard had it not been championed by one 

individual, the then JNR President Sogô Shinji. Sogô, previously a 

Director of the South Manchurian Railway (Minami Manchukuo 

Tetsudô), had been appointed to the post of President of the JNR i n 

1955 and, in the face of opposition from both within and outside 

the national railway, promoted the Shinkansen project to the 

Ministry of Transport. Sogô believed In the force of the argument 

that a new high speed broad gauge line was infinitely preferable in 

the long run to double tracking the existing Tôkaidô lines.
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The counter proposal of double tracking was still one favoured by a 

considerable body of opinion in the JNR management, along with 

the further suggestion that, if a new standard gauge line was to be 

built, cost savings would be achieved by constructing it alongside 

the existing T o k a id o  service. The main faction of a n t\-S h in k a n s e n  

opinion inside the JNR was in the Freight Division, as goods trains 

would not have been able to use a new standard gauge line. With 

demand for freight services still at a high level, the double 

tracking of the existing T okaido  line would better have served the 

interests of the JNR Freight operations.

The radical proposal to build a completely new standard gauge line 

on a different route from the old T o kaid o  was also subject to 

criticism from independent observers who argued that the railway 

was already an outmoded from of transport, A widely publicised 

view was that of the novelist Agawa Hiroyuki^ who included the 

planned Shinkansen in the list of the World’s Three Great Follies 

(S eka i no San B a k a ) , This expression was one originally coined as 

a reaction to the 1934 plan to build the battleship Y am ato  , The 

Yam ato  came into service in late 1941 and was sunk by the Allies 

in April 1945, In Agawa’s view the S h inkansen  could Join the
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Yamato (and its contemporary the Musashi ) warship as an other 

example of ill conceived government planning, replacing the other 

originals in the San Baka , the Great Wall of China and the 

Pyramids of Egypt.

Agawa’s judgement on the Shinkansen project was soon proved 

wrong. In 1965 he was quoted in conversation with the former JNR 

President Ishida Reisuke (Sogô Shinji’s successor in the post) as 

saying that

When the project started, I wondered why the JNR was going 
to construct it. So I wrote the Tôkaidô Shinkansen Yamato 
Musashi Ron (discussion) to criticise it. But, as I later found 
out that my guess was completely off the mark, I apologised 
to Mr Isozaki for my mistake. The project has been very good 
hasn’t it .8

Unfortunately, Agawa’s apology was directed not to Sogô Shinji, 

who was the project’s real architect, but to Isozaki Satoshi, the 

JNR President from 1969 - 1973, who by then was the official 

recipient of the plaudits for the success of the completed Tôkaidô 

Shinkansen .

In the face of such opposition at the time of the proposal for the 

project, Sogô’s belief in the merits of the Shinkansen plan was
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absolutely crucial to its success. Particularly important was the 

fact that his support for the proposal was not based just on the 

narrow principle of what was favourable for the national railway.

It was also related to his earlier view that the Shinkansen would 

be a positive factor in promoting the economic development of the 

country as a whole and, in this respect, Sogô acted on the basis 

that the JNR was an instrument of national policy.

The national interest in the Shinkansen project was further 

boosted by the award of the 1964 Olympics to the city of TokyoS, 

and this offered a clear target for the completion of the new line. 

Approval for the project from the Ministry of Transport was thus 

obtained in 1959, although the JNR was given no indication of the 

provision of government funds to aid its construction. The project 

might still have foundered in the face of the lukewarm reaction 

from the government had it not been for the approach by Sogô 

Shinji to the World Bank, which agreed to provide a 20 year loan of 

$80 million towards its constructionio. Although this represented 

only one-third of the eventual costs of completing the new Tôkaidô 

line, it gave a seal of world approval for the project necessary to 

convince the doubters in Japan that the plan had merits.
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The World Bank A p p lica tio n

The JNR application to the International Bank for Reconstruction 

and Development (The World Bank) was supported by extensive 

documentation. The following is a brief summary of the salient 

points:

1. Why New Tdkaidd Line is Needed

...the Japanese National Railway has been carrying a yearly 
increasing volume of passengers and freight as the nation’s 
main artery of inland traffic. However, the transport 
capacity is now almost at its limit on most of the main lines. 
Various means have been resorted to In an attempt to 
increase the capacity and thereby to break through the 
stalemate as well as to prepare for the anticipated 
voluminous increase in the future.

The shortage in the transport capacity is most acutely fe lt 
on the Tokaido Line, the primary trunk line of the system, and 
some drastic measure is considered of immediate concern to 
cope with the situation.

(1) Present status of Tokaidd Line

Viewing the railway system in Japan as a whole, the T6kaid6 
Line (Tokyo - Kobe) of the Japanese National Railways, is a 
vital section of the main artery linking the northeastern 
region with the southwestern region; and it in its e lf  
contributes the most important trunk line connecting Tokyo, 
Yokohama, Nagoya, Osaka, Kobe and more than 30 other cities.

The route length of this line is only 590km (367 miles), or 
about 2.9% of the total kilometer length of the entire system 
but the districts served by this line are inhabited by about 
40% of Japan’s entire population and are credited w ith  
producing over 60% of the nation's total industrial output.

289



The rate of annual increases, both in population and 
production, is higher in these districts than the nation-wide 
average.

... Z. Reasons for Looking to the World Bank Loan

In order to solve the problem of the future transport capacity 
of the Tdkaido Line, as previously referred to, there is no 
alternative but to construct a New T6kaid6 Line. The cost of 
this project will be approximately 172,500 million yen or 
about $479 million and whether or not the construction can 
be completed as planned depends solely upon how the 
required funds can be raised.

Procurement of all of the funds within our country appears to 
be extremely difficult under present conditions. Completion 
of the New Tdkaido Line could not be accomplished for many 
years if we were to depend entirely on domestic funds. A 
delay in completion means an incapacitated T6kaid6 Line as a 
whole, which will eventually paralyze national transport and 
prove to have a serious effect upon the national economy.

Because of these circumstances, the World Bank Loan i s 
highly desirable for completion of this project in the 
shortest possible period. World Bank investment has been 
the key symbol in the economic rehabilitation of Japan and 
our Government places the highest emphasis on this point.
And herein lies the reason for the Japanese National 
Railways’ application to the World Bank. Increased 
investment In the field of transport, especially in the part 
creating the bottleneck, is essential to the stabilized 
development of our national economy.

... As regards passenger service, the plan is to operate on the 
new line high-speed multiple-unit railcar trains of modern 
design capable of covering the distance between Tokyo and 
Osaka in three short hours, against the present 6 2 /3  hours. 
The equipment designed for such electric trains will be 
airconditioned, and nolse-and vibration-proof to ensure 
comfortable travel. The inconvenience of not being able to 
effect through operation of trains between the new line and
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any other line, will be compensated for by adequate transfer 
facilities at junction stations. Steps such as ensuring seat 
reservation for passengers from the new line to stations 
beyond Osaka will betaken. Such measures will make it  
possible for one to travel by train from Tokyo to Kyushu 
Island in one day. This would be a great benefit to the 
general public.n

The Tdkaido Shinkansen of 51 5km from Tokyo to Shin Osaka was 

finally completed in October 1964 at a total construction cost of 

some 320 billion Yen, over 90% higher that originally envisaged in 

the JNR submission to the World Bank! 2. its opening on 1 October 

1964, coming a mere nine days before the start of the Tokyo 

Olympics, however, provided the world with a testament to 

Japanese technological expertise.

Sogo Shinji, who provided the inspiration for the completion of the 

Tokaido Shinkansen , was not invited to the inauguration ceremony. 

The credit which should have reflected on him for the successful 

construction of the new high speed line was offset by his 

unpopularity with politicians who wished to see the national 

railway acting as an agent for the building of lossmaking, but vote 

winning local lines. Sogo’s policy favouring capital investment in 

economically viable trunk lines instead of on rural services led to  

his forced resignation as President of the JNR in 196313,

291









Post-T6kaid6 Shinkansen Development

Besides symbolising Japan’s economic recovery, the Tdkaido 

Shinkansen justified Sogb’s faith in it by becoming immensely 

profitable!'». The forecasts of passenger traffic flows contained in 

the submissions to the World Bank were quickly proved to have 

been extremely conservative. The immediate success of the ‘New 

Tokaidb Line’ then prompted the building of extensions, to be 

named the Sanyd Shinkansen , beginning in 1967 to Okayama, and in 

1970 to Hakata in Kyushu. As had been the case with the original 

Tdkaido Shinkansen , the financing of the Sanyo extensions - 

completed respectively in 1972 and 1975 and costing 910 billion 

Yen in total - were a JNR responsibility, without it having specific 

recourse to government subsidies» 5.

The area covered by the Sanyd Shinkansen did not have the 

concentration of population density which was a feature of the 

Tdkaidd  Line. As shown in Tablel9, which incorporates data 

relating to the later Shinkansen, theTdhoku and Jdetsu  lines, the 

percentage of the Japanese population living along the Sanyd 

Shinkansen actually fell marginally between the time of the line’s 

planned construction, and its completion. The strong growth of the
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Japanese economy in the latter half of the 1960s, however, 

resulted in the forecast traffic levels for the Sanyô Shinkansen 

being surpassed substantially by the actual resultsie. Table 20 

(adjoining p. 291 ), again including the Jôetsu and Tôhoku 

Shinkansen , shows that the traffic volume on the Sanyô 

Shinkansen exceeded the estimates used to Justify its  

construction by a margin greater than had been the case in the 

Tôkaidô line. Thus, although the actual traffic on the Sanyô line 

has been considerably lower, particularly beyond Hiroshima to the 

west, than on the Tôkaidô Shinkansen , it has continued to 

contribute towards the favourable financial results outlined i n 

Chart 14.

With the exception of 1971, the operating income of the combined 

Tôkaidô and Sanyô Shinkansen rose every year between Its  

inauguration in 1964 and the dissolution of the JNR in 1987. The 

substantial profits generated on this line provided an element of 

cross subsidy for the lossmaking services provided by the national 

railway, which gave governments a false basis on which to ju s tify  

their retention long beyond the internal means of the JNR to 

support them were exhausted.
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In contrast, moreover, to the opposition shown in government to 

the original Sogô Shinji proposal, the popularity of the concept of 

high speed passenger services as epitomised by the Tôkaidô  

Shinkansen offered the potential of a new form of Investment 

which would, like the JNR’s local line network, confer political 

benefits without adding directly to the national public sector 

indebtedness.

A proposal to construct a major network of Shinkansen was one of 

the central features of the Plan for Building a New Japan! 7 drawn 

up by Tanaka Kakuei two years before his election as Prime 

Minister in 1972. The Tanaka proposals had been encapsulated in 

the Law for the Construction of a Nationwide Shinkansen Railway 

Network of 1970, and within three years detailed plans had been 

drawn up for five new Shinkansen. Inclusive of the further twelve 

new lines in outline planning, the completed network would have 

comprised 7000km of Shinkansen, compared to the actual Tôkaidô 

and Sanyo route length of 1070km.

Had the Tanaka plan, as laid down by the Shinkansen Construction 

Act, been part of an integrated government transport policy - with
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clear indications as to how it was to be financed - it would have 

been a major statement in support of the necessity for substantial 

public sector investment in the national infrastructure. As an 

instrument of government strategy for the improvement of 

communications and for the development of regional policy i n 

Japan, the expansion of the Shinkansen network would have been 

eminently justifiable. There was, however, a crucial missing link 

in the policy of Shinkansen construction as a national project, 

that of any coherent strategy for its financing.

The decisions on the construction of the two lines - the Tôhoku 

and Jôetsu Shinkansen , already approved, were indeed, taken in the 

clear light of their likely unprofitability. The areas covered by the 

two proposed ‘new’ Shinkansen encompassed only some 12%of the 

country’s population, a share of the national total which was also 

in decline (again see Table 19). The original estimates of tra ffic  

flows for the Tôhoku and Jôetsu Shinkansen were almost 

identical to those for the Sanyô line but their total forecast 

construction cost, at 3,700 billion Yen was four times as high. 

Following the first Oil Shock of 1973, and its effect on the 

Japanese economy, the traffic estimates for both the new Tôhoku
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and Joetsu  lines were drastically lowered (see Table 20) but the 

actual results of the Joetsu  did not even reach the level of the 

final forecast!8. Even on the estimates of traffic volume made 

before construction began, it is inconceivable that the projects 

could have been sanctioned as likely profitable investments.

Writing on 20 December 1982, Ishikawa Tatsujiro made the

following observations on the building of the Joetsu Shinkansen ,

in an essay entitled Kokkateki Puroiekuto Toshite no Sekinin

(Shouldering Responsibility for a National Project);

About a month has passed since the Joetsu Shinkansen Line, 
connecting the Pacific and Japan Sea coasts of Honshu in only 
two hours, was opened to traffic after eleven years and an 
enormous outlay of 1.7 trillion Yen. Expectations and 
enthusiasm for this new Shinkansen are extremely high in the 
areas along its route, as shown by such comments as ‘this 
marks the opening of a new era for the regions along the 
Japan Sea,’ and ‘this is the world’s first superexpress train 
that will run through areas with heavy snowfall’ .

The traffic on this line, however, is considerably less than 
that on the existing Shinkansen lines. In a sense, this was to 
be expected. TheTôkaidô Shinkansen passes through a region 
with a population of over 30 million, an unusually high 
density anywhere in the world, while along the Tôhoku 
Shinkansen the population is about a quarter of that figure. 
Compared to these lines, the Joetsu Shinkansen, which has a 
track length of 270 kilometers, is shorter and its service 
area smaller than even that of the Tôhoku Shinkansen. Since 
demand for passenger transportation services is generated 
based on trips per person, any difference in population 
density is directly reflected in a difference in the level of
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traffic, which undoubtedly has a crucial effect on the 
Shinkansen’s facilities and investment funding.

Unlike the existing Shinkansen lines which were constructed 
and operated by JNR itself, the Joetsu Shinkansen was 
constructed by the Japan Railway Construction Corporation 
under the direction of the national government and loaned to 
JNR. Formally, the JNR leases the facilities required to 
operate the line from the corporation, which owns and 
manages them. JNR currently anticipates approximately 50 
billion Yen annually in fare revenues from the Jdetsu 
Shinkansen, while the amount paid to the corporation in rent 
comes to 100 billion Yen. In addition, expenses for 
maintaining the line such as the costs of train operations and 
track maintenance, coupled with the decrease in revenues 
from ordinary express services due to passengers shifting to 
the new Shinkansen, are negative factors with which JNR’s 
management must contend. These factors will undoubtedly 
burden its management for a long time.

...The government and the Diet seem to apply a different 
standard to JNR than to other public corporations in raising 
the wage base of its employees by a lower percentage 
because of its deficit, while renting it facilities that are 
clearly the product of a national project of policy, then 
charging rents double the amount that JNR earns by operating 
them. What explanation could the government and the Diet 
possibly have for this mechanism which governs the 
operations of the Joetsu Shinkansen? ...The nation, 
particularly after taking such a strict stance with respect to 
JNR’s responsibility for the deficit, should acknowledge its  
own responsibility In creating such a large and long-lasting 
factor contributing to JNR’s funds shortfall at this time.

...Renting a building for 100 billion Yen when sales are 
estimated at only 50 billion yen would clearly not be a 
logical way to start a new business in general management 
terms, and it goes without saying that those In control of a 
business should not adopt any policies that would put its  
management at risk. While it Is considered that the salaries 
of JNR’s employees should be treated differently to those of
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other governmental organizations because of its deficit and 
various emergent measures taken in connection with its  
reconstruction, JNR tolerantly shoulders an enormous 
addition to this deficit without clarifying the conditions of 
the agreement on which it is based. Instead, we hear only 
vague wishes and hopes that things will be better in twenty 
years, or that the situation can be coped with through the 
efforts of its own management. Once cannot help but wonder 
just where the responsibility for managing JNR lies.

... A green and ivory bullet train runs under the gentle 
sunshine from the Kanto Plain to the Echigo Plain in early 
winter, passing en route through the tunnels under the snow
capped mountains dividing the two regions. If this 
Shinkansen Line was constructed as a result of the nation’s 
wealth - or if, in other words, it is a symbol of that wealth - 
this fact should be reflected In the way the line is managed. 
JNR should not simply be left to suffer alone.19

As implied In the comments by Ishikawa Tatsujiro, the

unprofitable nature of these planned new lines was partially

acknowledged in the decision to use the Japan Railway

Construction Corporation to  build the Jdetsu Shinkansen . Thus,

any objections made by the JNR to the go-ahead of this new line

could be ignored, and a public corporation could be utilised to

ensure the construction of a Shinkansen to the home town

(Niigata) of Prime Minister Tanaka Kakuei. The JNR therefore did

not directly bear the cost of building the Jdetsu Shinkansen but i t

did inherit from the opening of the line in 1982, as Ishikawa

clearly states, the leasing charges to repay the construction costs,

and it also had to bear substantial annual operating losses.
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T a b l e  2 2  S H I N K A N S E N  B U S I N E S S  D E V E L O P M E N T

Year

Transpor t  Voiume 

m.passenger  km.

Income 

m. Yen
Shinkansen

Cars

in Service 

no.

Ord i nary 

T icke ts

Season

Ticket s

Ord i nary 

T i c k e t s

Season

T ic k e t s

1964 3.912.092 — 19, 283 — 368
1965 10.651.039 - 54,705 - 488
1966 14.488.533 - 88,  781 - 608
1967 17,911,265 - 109, 279 - 728

1968 21,026, 597 — 126,458 — 838
1969 22,816,017 - 163,700 - 1, 102
1970 27,889,621 - 207,305 " - 1, 150
1971 26,795,374 - 197,366 — 1, 214

1972 33,834,699 — 249,160 — 1, 358
1973 38,988,727 - 288,015 - 1, 684
1974 40,670,929 - 322,  736 - 2. 055

1975 53,317,604 — 473,824 — 2, 184

1976 48,146,638 — 542,  356 — 2, 352

1977 42,187,463 - 610,731 - 2, 354

1978 41, 073, 627 - 647,  074 - 2. 358

1979 40,986,290 - 693,  247 — 2. 372

1980 41,789,974 722,  795 — 2. 415

1981 41,717,464 - 782,  333 - 2. 646

1982 46, 096, 724 8, 548 912 ,497 99 2. 706

1983 50,343,  014 97,010 1, 006,  799 1, 103 2. 742

1984 50,696,  828 129,269 1, 087,  217 1, 568 2, 853

1985 55,254,  268 168,446 1, 234,  746 2, 116 2. 866

1986 55,709,844 233,577 1, 284,  614 2, 764 2. 888

Source ; Adapted from data in Nihon Kokuyu Tetsud5(Japanese Nationai Raiiways).
Senbetsu Keiei Tokeit s t a t i s t i c s  Concerning Financiai  Status  of Each Line). 
1964-1986 Edit ions.  Nihon Kokuyu Tetsudd(Japanese Nationai Raiiways).  
Tetsudd Y8ran(Raiiway Digest).  1964-1986 Edit ions.



The operating results of the Tôhoku , and Jôetsu Shinkansen from  

1982 are contained in Chart 15, offering a vivid contrast to the 

profitability also shown of the Tôkaidô and Sanyô lines. The 

operating losses of the Tôhoku and Jôe tsu  lines, moreover, give 

an incomplete picture of the total cost to the JNR, as the related 

capital expenses and the lease payments to the Railway 

Construction Public Corporation must be added. Table 21 shows 

the combined effect of the operating results of the two Shinkansen 

since 1982, together with the capital outflows and the annual 

lease cost of the JNR’s contractual obligations to the Railway 

Construction Corporation.

The Shinkansen Network in the JNR Era

The development of the Shinkansen business through the JNR public 

corporation period is detailed In Table 22. Its strategic 

importance to the JNR is shown both in terms of transport volume 

as measured by passenger kilometres where the Shinkansen 

contributed some 28% of the national railway total by the m id- 

1980s, and in revenues where the Shinkansen was responsible for 

35% of the income from the entire JNR group.

Within this overall position, however, the overwhelming Influence
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was that of the Tôkaidô Shinkansen which, together with the 

Sanyo extensions, accounted for 78% of the total revenue from 

Shinkansen operations in 1986. The Tôkohu and Jôetsu Shinkansen 

can be regarded as strategic, long term links in the national ra il 

network; while their effect on the JNR was relatively insignificant 

in terms of revenues generated, it was severely negative in terms 

of operating losses.

The most striking achievement of the Tôkaidô Shinkansen  has been 

that of preserving the railway’s market share in middle distance 

travel which, in other areas has been captured by the airlines. The 

Shinkansen tariffs have risen considerably faster that those in 

other travel modes (see Chart 1 6) and, indeed, have outpaced by 

80% the Japanese Consumer Price Index since 1974. Nevertheless, 

on the Tokyo - Osaka route the share of the market held by the 

Shinkansen has only fallen marginally from the level of th irty  

years ago.
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T a b l e  2 3  D O M E S T I C  T R A V E L  B Y  M O D E  O F  T R A N S P O R T :
C O M P A R I S I O N S  B E T W E E N  T H E  N A T I O N A L  R A I L W A Y  
A N D  A I R  T R A V E L

Route Year

T r a f f i c  Volume 

(000 Pa ss e n g er s ) Na t i ona 1 

Ra iIway 

Market 

Share

T a r i f f s  (Yen)

Shinkansen

Air i  inesNat iona l  

Ra iIway A i r i  ines Ord i nary Green

Car

1960 5, 572 441 92. 7X 1. 830 4, 380 6, 300

Tokyo 1965 11.837 1. 248 90. 5X 2. 780 5, 690 6, 800

S 1970 21,097 2. 466 89. 5X 5. 510 9. 510 10.400

Osaka 1975 19,955 3. 161 86. 3X 9, 900 13. 900 14.100

1985 24,452 3. 225 88. 3X 12.600 17, 500 15.600

1986 24,264 3, 614 87. OX 13,100 8. OOO 15.600

1960 436 244 64. IX 3. 400 7. 880 11.700

Tokyo 1965 696 724 49. IX 4, 000 8, 300 12,400

) 1975 606 2. 153 22. OX 6. 510 11, 310 12,900

Sapporo 1980 548 3. 323 14. 2X 8, 010 13, 510 18.200

1985 189 4. 634 3. 9X 23.200 33. 500 25,500

1986 178 5, 120 3. 4X 24.050 33, 600 25,500

Source : Adapted from data in Nihon KokuyD TetsudO Kansa I inkai ( Japanese  National Railways
Audit Committee). Kansa l in ka l  30 Nen No Kiroku(A Thir ty Year of  the Audit Committee). 
1987. p . 508.509. Nihon KokuyR Tetsudd(Japanese National Railways).  JikokuhyoCTime 
Table).  1960-1986 Edi t ions.



As seen in Table 23, the JNR’s share of the Tokyo - Osaka market in 

the inaugural year of the Tôkaidô Shinkansen , 1964, was 87.2%.

The advent of faster Shinkansen services actually resulted in this 

market share rising to over 90%, and even in 1987 it remained as 

high as 87%.

This contrasts vividly with the situation on the Tokyo - Sapporo 

line, which comprises the Tôhoku Shinkansen to Morioka, and 

limited express services for the remainder of the route. By the 

time that construction of the Tôhoku Shinkansen began in 1971, 

the railway’s market share was already only one-third of the level 

it had been only ten years b e f o r e 20. This evidence of the growing 

impact of competition from air travel was clear when the Tôhoku 

Shinkansen was being planned, but did not prevent the decision 

made to direct the JNR to proceed with its construction. During 

the building phase of the Tôhoku Shinkansen , the railway’s share 

of Tokyo - Sapporo travel fell further and although the new line 

opened in 1982 it failed to stop the airlines from taking yet more 

business on this long distance route.
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At the end of the JNR era in fiscal 1986, the Shinkansen network 

covered an area in which 70% of the Japanese population lived (see 

Map 6). Within this network of high speed lines, the overwhelming 

significance of the Tôkaidô Shinkansen , in terms of population 

served, traffic volume, and profitability has been clearly 

demonstrated. The plan to build the Tôkaidô line was the single, 

most inspired business decision made during the era of the JNR as 

a public corporation. Not only did it provide significant profits 

throughout the twenty two years of the JNR after it opened i n 

1964, it was also a constant source of pride for the management 

and staff of the national railway. In international terms, moreover, 

the Tôkaidô Shinkansen  gave Japan, at an early stage, the status of 

a major economic and technological power.

The decision to extend the Shinkansen network resulting in the 

construction of the Tôhoku and Jôetsu  lines, was, however, a 

crucial change in emphasis. The building of these new lines, known 

in advance to be unprofitable, turned the development of high speed 

rail services from a business-related policy into one based on 

social considerations. It has here been argued that a substantial 

proportion of the JNR’s operations were run on the basis of serving

303



the national interest. The enforced maintenance of lossmaking 

rural services and the construction of additional lines in the face 

of economic logic were examples of the use by government of the 

JNR as an engine of social policy. The spread of the Shinkansen 

network involving the JNR in massive capital and operating costs 

and adding to its annual losses, Is a further reflection of the role 

imposed on the national railway to promote national policies which 

could not possibly be deemed to be part of its financial remit.

National Politics and the Shinkansen

In 1982 plans for further expansion of the Shinkansen network 

were shelved by Cabinet d e c i s i o n z i .  This reflected the already 

parlous state of the JNR’s finances, and the lack of any integrated 

government transport policy incorporating alternative means of 

funding the construction of new high speed railway lines. It also 

came at a time when the process of administrative r e f o r m 22 was 

on course to effect the dissolution and break-up of the JNR. The 

proposed policy of establishing new financially viable operating 

companies to operate the national rail network would have been

304



put in jeopardy by the go-ahead of the building of additional 

Shinkansen services which, however important in terms of the 

national transport infrastructure, would inevitably be lossmaking.

The decision to postpone any new Shinkansen construction came 

too late to prevent the damage inflicted on the JNR’s finances by 

the previous sanctioning of the Tôhoku and Jôetsu  Lines. The 

attitude of the JNR management to their construction had, 

moreover, weakened the counter-argument that the cost - as wel l  

as the concept of a nationwide network of high speed passenger 

services - should be regarded as a matter for separate funding by 

national and local governments. The JNR's outward position was of 

acquiescence to the decisions to build the two new lines, the 

prevailing view within the national railway Board being that which 

saw the expansion of the JNR empire - and therefore the status of 

its management - as more important than financial sel f -

s u f f i c i e n c y 2 3 .

The absence of such JNR complicity would have made It more clear 

to the government that decisions to build Intrinsically lossmaking 

Shinkansen should have formed part of a comprehensive policy of
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regional economic development which would have recognised the 

wider benefits of the provision of high speed rail services. The 

narrow view that the national railway should be used to carry out 

national policies without adequate provision of finance instead 

prevailed, and its implementation contributed significantly 

towards the JNR’s eventual financial collapse.

Because of such political considerations, the Shinkansen policy of 

the JNR ceased to have commercial validity after the construction 

of the Tôkaidô and Sanyo lines. The national benefits from the 

extension of the network since then have come in the form of 

boosts to the regional economies along the Shinkansen routes. 

These benefits, however, were not paid for by the recipients but 

largely by a national railway already burdened with substantial 

indebtedness.

The Shinkansen construction programme was revived in 1989, two 

years after the privatisation of the JNR. A new financing policy 

was devised24 in which the proposed new lines - detailed i n 

Appendix 5 - will be financed with 50% of their cost being met by
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the relevant local authorities and by central government. The JR 

companies which replaced the JNR public corporation are therefore 

responsible for only half of the construction costs25.

The new system of deciding on, and of financing ‘new’ Shinkansen 

services has, therefore, finally been developed to take account of 

the broader considerations of the benefits which will be provided 

to both regional and national economics. Had such a system been i n 

practice in the JNR period, the Shinkansen network might already 

have been more extensive, but the direct negative impact on the 

JNR’s finances would have been greatly reduced.
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JNR Freight

The JNR was most widely known in its capacity as operator of the 

national passenger network. It was also a nationwide transporter 

of commodities, and its role in the latter field, that of freight 

transport, was similarly subject to the ‘obligation’ to maintain 

national services. As with the Shinkansen , moreover, the Freight 

Division was addressed in the JNR privatisation proposals as 

requiring of financial reconstruction (see Chapter 6) and It is 

therefore apposite that the policies adopted for the development of 

the national railway’s freight business - and its financial results - 

be examined during that public corporation phase of operation.

Rail Freight In the Post War Per iod

When the JNR was established as a public corporation In 1949, rail 

freight was still the dominant mode for the transportation of 

goods. As shown in Chart 17 there had been substantial growth i n 

cargo traffic in the 1930’s, the national railway’s freight 

operation being used as the engine of an economy geared to 

military expansion. After the disruption to goods traffic during 

the Second World War, the growth in freight business was resumed, 

and the pre war peak of goods traffic by rail exceeded by 1955.
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At the time of the inauguration of the JNR, the freight division was 

therefore considered an integral part of the national railway’s 

operations. The JNR Act was not absolutely specific about the 

requirement to maintain a nationwide freight service, certainly 

less so than in its provisions for the obligation to provide a 

national passenger network. Nevertheless, it was understood - and 

questioned by no one at the time26 - that the JNR would continue to 

operate a national freight service.

The post war economy in Japan was dominated by heavy industry, 

and this led to burgeoning demand for the bulk materials - coal, 

limestone, cement and lumber - best suited to transport by ra il 

freight. In 1950, the national railway’s share of the cargo market 

remained as high as 52%, the as yet nascent motor sector 

accounting for only 8% of the country’s total freight business. The 

organisation of the JNR’s freight operation was no different from  

that of the pre-war government railway, namely a nationwide 

network of freight stations and marshalling yards27.

The prevailing view of the JNR on the outlook for its freight 

operations, was well summarised within the 1 959 documentation
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supporting the loan applications to the World Bank for the funding 

of the ‘New Tokaido Line’.

2. The Place Occupied by the Japanese National Railways in 
Domestic Transport

...The JNR, it will be noted, accounts for about 50% of the 
nation’s entire freight traffic in terms of ton-kilometers. It  
will also be noted that in point of average distance of haul 
(271.0km, 168.0 miles) the JNR far outstrips trucking, 
although It is surpassed by coastal shipping.

This is due to the fact that here In Japan transportation of 
commodities over long distances depends of necessity on the 
railway because the principal places of production of raw 
materials are in the northeastern and southwestern parts of 
the country from which both the railway and ships 
exclusively transport the raw materials to the industrial 
zones located in the central part. Commodities such as coal, 
lumber, gravel, sand, cement, limestone and iron and steel 
occupy large proportions in the freight carried by the JNR, 
which suggests, among other things, that the transport 
capacity must by ail means be stepped up to promote the 
economic growth of the nation.

... It is considered that the transportation form as outlined 
above in this country will not be affected in the foreseeable 
future by whatever change there may be in passenger fares 
and freight rates or highway developments. According to the 
survey by the Economic Planning Agency of freight traffic for 
the fiscal 1975, the total ton-kilometers would reach 
84,5000 million (52,500 million ton-miles), or an estimated 
increase of 180% over the fiscal 1956. This means that the 
JNR will keep on playing a leading part in domestic 
transportation for years to come.28
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Not only did the economic conditions of the 1950s therefore 

provide justification for the maintenance of the JNR’s national 

freight business, but they prompted discussions to expand the 

range of services offered. In the early years of the JNR, the status 

of the freight division, and thus that of its management was at 

least as high as that of the passenger operation29, and therefore 

the expansion of the freight business was an integral part of the 

Corporate Plans introduced in 1957 and 1961.

A key feature of the JNR Freight strategy was the introduction of 

Container services which, as seen in Chart 18, grew substantially 

until the early 1970s. That the freight operation was lossmaking 

as early as fiscal 1956 was not regarded as a major problem at the 

time, primarily as the deficits were incurred as a result of the 

cost of the capital investment undertaken to enhance the 

divisions’s services. Indeed, profitability was restored, albeit at 

very modest levels, in the early 1960s as overall demand for 

freight continued to expand.
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C h a r t  1 8  TREND OF J N R  P A S S E N G E R - K I L O N E T R E  AND 
FRE I G H T - T O N - K  I L O N E T R E  VOLUNE

Source : Adapted from data in Unyush5(Ministry of Transport) .  Unyu kei tai  TSkei YPrand r a n s o o r t  Economy 
S ta t i s t i c s  Handbook). 1955-1993 Editions.



The Changing Transport Market

The buoyant economic environment of the period up to 1964 with 

the accompanying symbolic events of the Tokyo Olympics and of 

the opening of the Tôkaidô Shinkansen , however, masked major 

changes in the freight market which were overlooked by the 

management of the JNR. The unwillingness to face up to the 

reality of changing market conditions - apparent from the early 

1960s - was to compound the difficulties faced by the JNR freight 

business with an inefficient system of operation dealing with the 

increasing competition from road transport. The danger signs of 

the loss of competitiveness of rail freight were already apparent 

in 1965, by which time the railway’s share of the total freight 

market had fallen to 31%, while that of motor vehicles had risen to 

2 6 % 3 0 . This major shift in the freight market was not, however, 

mirrored in any discernable change in the JNR’s management 

policy, the strategy within the freight division remaining based on 

assumptions of continued increases In demand for its national 

services.

The question of the degree to which management policy within the 

national railway on the operation of Its freight business was
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influenced by political considerations revolves round the 

acceptance of the basic premise that the JNR should continue to 

provide a nationwide freight service. The lack of questioning of 

the wisdom of maintaining a countrywide network of freight 

collecting stations, with the marshalling of small lot cargoes in 

regional freight yards, burdened the JNR freight operation with an 

excessive labour force, an uneconomic cost base, and a weak 

bargaining position when eventually it was proposed that 

rationalisation in the system of small freight stations was 

required3i.

The main charge that can be levelled against the JNR management 

with regard to the operation of its freight division is that they 

failed to adjust to the changes in the demand structure from the 

early 1960s. This failure, and the continuation of a management 

strategy in rail freight which flew in the face of economic reason, 

resulted in delays in modernising and restructuring the operational 

systems which proved fatal to the freight division and which was 

in turn a significant contributory factor leading to the eventual 

dismantling of the JNR as a whole.
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The demand for the JNR’s rail freight services in the mid 1960s 

was heavily dependent on what Nakanishi Kenichi describes as the 

Four Se 32 . These were the bulk transport of coal, limestone, 

cement, and oil and, as shown In Chart 19, coal was by far the 

single most important commodity handled by rail freight. The 

importance of coal to the national freight division of the JNR was, 

moreover, highlighted by the substantial capital investment 

devoted to providing direct rail transport facilities from the major 

coalmining areas in Hokkaido and Kyushu. The steep decline in JNR 

coal transportation shown in Chart 19 from its peak level in 1961 

reflected deliberate government energy policy33 in reducing the 

national dependence on indigenous but expensive coal and replacing 

it with imported, but then less costly oil. This switch in national 

policy, however, provided no advantage to rail freight as the 

transportation of oil was a market captured almost in Its entirety 

by the road sector. As can also be seen in Table 24, the growth in 

transport of oil products from 1960 to some extent offset the 

decline in coal business, although it did not compensate for the 

amount of tonnage lost from the ‘new energy policy.
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It could be argued that, as the rationalisation of the coal industry 

was a government policy decision, the JNR freight business was 

adversely affected by a political process external to its  

management control. It could also be said that the specific 

government policy of restricting tariff increases on freight 

transport as an Internal part of its strategy for the development of 

the national economy was to the significant detriment of JNR 

freight’s revenues. There were therefore political factors In the 

1960s which had an adverse impact on the financial results of the 

JNR freight division, to which would later be added the constraints 

imposed on the attempts by the national railway to cut back on the 

level of freight service provided. The effect of these external 

influences would, nevertheless, have been less significant had the 

JNR management been more alert to the changing demand structure 

in the freight market, and had altered its strategy accordingly.

Despite the escalation of losses from the freight division through 

the latter half of the 1960s and beyond, management policy on 

freight still reflected the expectation that transport volume would 

continue to Increase. Even within this optimistic framework, 

however, the level of Investment on capital equipment for the
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promotion of modernisation of rail freight transport was lim ited  

by a shortage of available government finance, and by the JNR’s 

own policy of emphasis on its passenger transport services. From 

1962 to 1968, capital investment related to goods transport was, 

at 200 billion Yen, only 9% of the JNR total and between 1968 and 

1975, it fell to less than 5%of the overall national railway’s 

capital spending budget34.

There was thus a considerable degree of inconsistency involved i n 

the JNR’s modernisation plans for the freight division. Their 

intended results never materialised. Table 25 showing the 

targeted split of freight business between straight transport 

(mainline station to station)35 and freight marshalling yard 

operation varying markedly with the actual division in the period 

up to 1980. The JNR Freight Division management had projected 

that straight transport would account for 64%of total JNR freight 

business by 1978, with the marshalling yard operation making up 

the remaining 36%. In reality in 1980 the direct station to station 

transport system amounted to only 51% of rail freight volume, and 

the inefficient yard operation still accounted for 49% of the JNR s 

freight business.
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The preservation of the locally concentrated yard transport system 

was at the root of the problems faced by JNR Freight, and i t 

resulted in the maintenance of over-capacity of capital equipment 

and labour estimated by Nakanishi36 at around 50% by 1977. The 

impact of the marshalling yard operation on the freight division’s 

financial results is highlighted in Table 26 which shows the split 

between the yard and straight transport businesses. In 1980 the 

transport volume of each system was almost exactly the same - 

direct transport 62m tons and yard 60m tons - but the financial 

results achieved were markedly different. Although the income 

from the yard business was considerably higher than that from 

straight transport, the costs of running the marshalling yard 

system were so much higher that it resulted in a substantial loss. 

The key factor in causing the operating deficit from the yard 

business was the massive cost of labour which alone, in 1980, 

amounted to 1.5 times the total level of income generated.

In 1980 the straight transport business was marginally profitable, 

with a management co-efficient (the ratio of costs to in c o m e ) 3 7  of 

95%, but by 1981 even this more efficient operation had moved 

into the red. The 1981 loss of 3 billion Yen from direct transport
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still compared favourably, however,with that of 253 billion Yen 

from the yard operation. Total costs related to the yard business 

were almost 3.4 times those of the straight transport operation, 

with labour costs amounting to 1.8 times the level of income from 

yard transport. The JNR’s decision to continue the operation of the 

traditional yard system of freight transport, which was extremely 

labour intensive and unable to compete with truck transport was, 

in Nakanishi’s words “...without justification. ... The existence of 

the yard business only served to pay the wages of the excess 

labour, and the preservation by the JNR of such an inefficient 

system of freight operation was inexcusable.”38

Although the consensus view in 1949 had been that the newly 

established JNR should maintain a nationwide freight operation as 

an integral part of its rail services, by the mid 1970s there was a 

sizeable body of contrary opinion. Even as early as 1964 an 

internal JNR report produced by Ishikawa Tatsujir639 had 

recommended a freight reconstruction plan in which the future 

emphasis would be on direct transport. This theme was revived i n 

August 1975 by Kakumoto Rydhei when he informed the Ministry of 

Transport that the JNR’s freight operations should be substantially
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rationalised. Kakumoto Ryôhei’s view was that, with the exception 

of the direct transport system of transporting goods from one main 

station to another, the national railway’s freight operations should 

be ‘killed o ff ’̂ o. This gave rise to a debate about the future of JNR 

Freight which became known as the Kamotsu Anrakushi Ron 

(Freight Euthanasia Discussion), the principal features of which 

were summarised in 1976 by the Japan Economic Research Council 

(Nihon Keizai Chôsa Kyôgikai)

The Research Council concluded that if the JNR had concentrated on 

mass transit goods instead of continuing to accept small package 

transport, the significant operating deficits would not have arisen. 

The Council’s view of the supposed obligation to maintain a 

countrywide freight service was that the JNR should not be 

expected to transport small lots which could better be sent by 

road.

In the late 1970s there was, within the JNR as well as from 

outside observers, opposition to the continuation of the freight 

marshalling yard system of operation. In an organisation in which 

the civil engineering faction was the dominant force, however, and
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in which the senior JNR management of the time showed a distinct 

lack of leadership, the group favouring the abolition of the yard 

system had little influence on major decisions. The divided nature 

of opinion in the national railway on the future of its freight 

operation greatly reduced the JNR’s bargaining strength in arguing 

with government for the need to close small, lossmaking freight 

stations. The genuine requirement to deal with local opposition to 

the intended closure of such freight stations thus became an 

intractable issue, and the compliance of the JNR management made 

it simple for politicians to exert their influence to preserve 

operations which were clearly unprofitable for the national

railway'^2.

In the face of the JNR’s inability to deal with the reality of a 

freight division which was unsustainable in its then present form, 

the initiative for radical reform was taken over by the 

Government’s Provisional Commission on Administrative Reform 

(the Daini Rinchô ). The general issue of administrative reform and 

the national railway is discussed In greater detail In Chapter 5. I n 

relation to the national railway’s freight operations, the July 1982 

Report from the Ad Hoc Commission recommended, as part of its
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proposals to reform the JNR, a policy of railfreight transport 

rationalisation which was encapsulated in the JNR Plan for the 

New Management of Goods Transportation (A tarash ii Tetsudo 

Kamotsu Eigyo ni Tsuite) issued in early 198343.

The key element in the Freight Management Plan of 1983 was the 

final decision to abolish the yard system of operation. This was 

implemented in 1984 with the closure of every marshalling yard, 

the remaining JNR freight business being only a direct station to 

station transport service. The effect of this on JNR Freight’s 

operational structure is shown in Table 27, adjoining p. 306 (and 

on its financial results in the earlier Chart 8, adjoining p. 218). 

Losses from the Freight Division peaked in fiscal 1982 and in the 

remaining years of the JNR’s existence comprised a diminishing 

proportion of the overall operating deficit.

The timing of the JNR decision to rationalise its freight operations 

was discussed in an essay written by Ishikawa Tatsujiro in May 

1983. As shown below, Ishikawa’s view was that such action 

should have been taken many years before the JNR was finally  

forced into the drastic measures incorporated in the 1983 Plan.
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Having introduced to his readers to the concept of time warps, and 

citing HG Wells in addition to Japanese authors in the process, 

Ishikawa argued that the then current proposals to rationalise the 

JNR freight operation had induced in him a strong feeling of ‘deja

This March (1983) a proposal entitled “What is Needed to 
Revitalise JNR’s Freight Service’ was issued by the Study 
Group on Management Systems for Freight Services. So- 
called dedicated industry rail tracks, for example, are 
described in this proposal as permitting bulk and regular, 
economical and efficient door-to-door service, providing 
substantial benefits to both shippers and JNR. The proposal 
recommends that in order to increase the demand for 
industry tracks in the course of future efforts to make 
services fully efficient, primarily by providing direct point- 
to-point service, improvements should be made in several 
areas including enhancing convenience and reducing track 
maintenance costs. These points are certainly correct, but 
when I first read the proposal, I felt somewhat odd.

Here is another description:

An industry track is the most typical type of door-to- 
door service provided by railway transportation. It i s 
of great benefit to both JNR shippers in various 
respects. ... It is necessary to continue to cultivate 
demand for industry tracks by taking more advantage of 
this characteristic. In order to utilise the 
characteristic of railway freight transportation, a 
method of locating industry tracks should be considered 
that will enable bulk and regular point-to-point 
services.

This excerpt, which has almost the same content as the 
proposal mentioned above, is quoted from the report of the 
Committee for Improvement of Freight Service Management
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in February 1970, explaining the odd feeling I had when I 
first read the proposal. In other works, I experienced a sense 
of déjà vu at having come across the same opinion after a 
time lapse of thirteen years.

JNR’s freight traffic was reported to have fallen below 100 
million tons in 1982, less than half the volume in its most 
prosperous years, and the proposal must have been Issued as 
a measure to revitalise the freight services taking this 
situation into account. The recognition of the importance of 
industry tracks and container services, however, is almost 
the same as thirteen years ago. This proves that there was 
nothing wrong with the perceptions in the original proposal, 
or in other words, that it was already clear what to do. At 
the same time, when confronted by a proposal dating back 
thirteen years it becomes readily apparent whether the 
measures then proposed were of the kind that take a long 
time before results are obtained, or if they have simply been 
left unexecuted. Since it is unlikely that measures proposed 
to revitalise JNR’s freight services when it stood at the 
threshold of life and death would be so slow in producing any 
results, the situation is probably the latter.

Freight traffic originating from industry tracks declined 
from 108.5 million tons in 1970 to 63.9 million tons in 1981. 
If freight services were to be researched today, what should 
be made clear Is the reason for this inertia spanning more 
than a decade, or why measures that were so clearly 
recognized and put forth were neglected for such a long time. 
This is important in order to avoid repeating the same 
mistakes In connecting with other services, since nothing 
else will more roundly damage reconstruction than wasting 
time not doing what clearly needs to be done.

The coming decade, when such environmental changes 
and a revolution in distribution are expected to take 
place, will be the most favourable period in which to 
reconstruct JNR’s freight services. It Is necessary to 
take note of these conditions, and. In every aspect of 
the freight service Industry including transportation, 
facilities, and systems, to positively break away from
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the old composite structure so as to create a new 
railway for the era of the distribution revolution.

This statement was made in 1970. At that time, JNR s till 
retained the capability to record peak amounts of traffic.
Many people must have read the recent proposal with deep 
feelings of regret that it is not possible to travel back i n 
time to implement the same measures then which are now
being contemplated.'*^

Despite the improvement in the freight operation which the 1984 

Plan brought about, the management of the JNR was unable to 

resist the political pressure towards its break-up and 

privatisation. The final JNR show of supposed independence, the 

internally generated Basic Policy of Business Improvement (K e ie i 

Kaikaku no Kihon Hôsaku) of October 1985, incorporated further 

refinements to the freight operation's. The benefits from these 

measures were, however, derived by the new JR Freight Company 

established as part of the privatisation process in April 1987, and 

were too late to save the JNR from its inevitable fate of 

dissolution and division.
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Transport Policy on Rail F re ig h t

During the period in which outside commentators (such as those 

quoted in this study - Nakanishi, Ishikawa and Kakumoto) had 

sought to persuade the JNR management to carry out a voluntary 

process of rationalisation of its freight business, a counter 

argument was consistently produced by the national railway 

administration in which the benefits of railfreight were extolled. 

This line of reasoning was that, compared with goods transport by 

road, railfreight was less capital intensive, was more energy 

efficient, and was less damaging to the environment's. While it  

had considerable validity from a national standpoint, this pro-rail 

argument was, however, never incorporated into government 

transport policy. It therefore had no countervailing influence on 

decisions on capital spending on the road network which provided 

the truck sector with a built-in publicly funded advantage over 

railfreight. It also contributed to the JNR management’s blinkered 

attitude towards the freight division whose operation in the 

absence of specific government financial support, was eminently 

uneconomic.
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On the question of the extent to which political influence was 

responsible for the demise of JNR Freight, there is evidence of 

factors beyond the direct control of the management of the 

national railway. Thus, the absence of an integrated national 

transport policy incorporating the positive aspects of railfreight, 

and the political pressure put on the JNR to keep open its  

nationwide network of freight handling stations, inhibited the 

ability of the national railway to keep its freight operation on a 

viable basis. This ability was further impaired by the controls 

placed by government on tariff policy which subjugated the JNR’s 

profitability to national economic considerations.

A more unified - and enlightened - JNR management, less 

concerned with internal status and more conscious of 

considerations of profitability could have presented a stronger 

case to the Ministry of Transport and to Government for a 

significant reduction in the scale of the JNR Freight business. The 

words of the prophets arguing for such rationalisation (notably 

Ishikawa Tatsujiro and Kakumoto Ryohei), however, fell upon deaf 

ears, both in the national railway management and in the Diet. The 

decline of the national railway’s freight operation (and for the
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present day status of railfreight in Japan with only a share of 

total goods transportation) has thus reflected the failure of the 

national railway administration to  initiate management policies to  

deal with a changing transport market, and its inability to 

withstand the political pressures to maintain lossmaking services.
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