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1. Introduction
The success in the reform of for the Japan National Railways (JNR) has been touted as a model of deregulation and the privatization of railways.  However, close scrutiny as to the process and consequences gives us a picture quite different from this imagery.  

This chapter attempts to analyse the changing configuration of national railway network of Japan as the outcome of the privatisation of the Japanese National Railways (JNR hereafter) into seven JR companies (six regional passenger companies (Figure 1) and a nationwide freight company),. which took place on 1 April 1987.

2. Development of the Rail Network in Japan
1)  The Development of Railway Network in Japan before WWII 

At the beginning of Meiji era when the modernisation of Japan started, the national government did not have sufficient fund to create a nationwide rail network.  Yet from 1880 onwards construction of railways received top priority in the government policies.  The government did it by adopting recommendation of a British consultant to use the gauge of 1.067m, instead of the standard 1.435m, to accelerate construction.  To fill the lack of fund, private railway companies were called in to construct some trunk lines necessary for the nationwide rail network.  These private lines were later nationalised through Railways Nationalisation Act of 1906, which reduced fares for freight transportation through decreasing fare for longer distance.  The nationalisation was also necessary from military standpoints. 

In 1910s and early 1920s, the emphasis of railway construction shifted from trunk lines to the local offshoots.  The Railways Construction Act amended in 1922 drafted the eventual shape of the nationwide railway network, with actual routings specified.  The instigation for construction of these offshoots came from parochial demand made by the local class alliances led by local men of high repute, and was materialised through Seiyu-Kai (a political party in pre-War Japan) political machine.  

Even after the nationalisation of the trunk lines, construction of railways by private concern continued until the Great Depression, out of speculative motive.  Some railway companies had suffered financial difficulty once the operation had begun, and the lines were later transferred to the national government.  Some other lines remained private until now, and became metropolitan economic ‘warlords’.  These processes gave rise to a ‘homogenous space’ with dense railway network.  

With respect to the connection to Asian continent, a nodal hub-and-spoke configuration was clear from the beginning.  Prestigious express trains connecting Japan proper with its colonies originated in the piers where ferries from mainland arrives, passing the capital of colony at odd hours (An express left Keijo (now Seoul) at 3am, for example) to arrive in Manchurian cities as quickly as possible.  Train services catering to the local demand within the colonies were few and far between. 

2) Japanese National Railways and its modernization in post-war days

After WWII, the railway system, which had been under direct management of the Ministry of Railways in pre-War days, was reorganised into a public corporation called ‘Japan National Railways (JNR)’ under the initiative of the allied forces (GHQ) that occupied Japan.  Although JNR was created after the British model of public corporation, and the principle of self-financing was adopted, much of its bureaucratic structure remained intact.  The ultimate responsibility of management still rested on the national government.  

In the initial years of JNR, railways were in monopoly in the land transport market, and it was a breeze to earn massive revenue from trunk lines which was used to cross-subsidise the local offshoot lines. However, the monopoly was gradually eroded away by automobiles and airlines. 
The financial burden came from the need of maintaining the network in rural areas and need of improvement in urban areas to provide better railway service, in order to meet challenges from the paralleling private lines.  The JNR set up its own investment projects for electrification and double-tracking, eliminating steam locomotives and introducing newly-built rolling stocks and implemented them out of its own revenue and debt-financing.  

The implementation of the massive modernisation plans and cross subsidy helped to keep the dense, relatively homogeneous and efficient nationwide rail network.  The trunk and sub-trunk lines were served by ‘L-express’ running frequently with identical time intervals; while numerous rail-car expresses were operated on rural lines to connect even smaller villages to the nationwide rail network in a very convenient way.  Furthermore, the Japan Railways Construction Corporation, a government body, was established to continue building new rural rail lines according to the Railway Construction Act of 1922, which had been always a demand of local MPs.  The nationwide rail network thus became denser and homogenous than ever.  
3. The Privatisation of the Japanese National Railways
30 trillion yen of debt having generated mainly through debt-financing of the improvement projects as well as the deteriorated labour relations made the reform of the JNR an inevitable policy agenda in 1980s.  The Board for Administrative Reform, a consultation body of the Japanese government, attempted to solve the problem of JNR radically by privatising it.  It was an enormous political challenge, as it involved thorough organisational reform of the railway system.  The government finally privatised the JNR in April 1987.   The privatisation was characterised by six main features.

First, the process was strongly influenced by the worldwide tendency of privatisation and the deregulation, drawing upon the neo-liberalist philosophy and neo-classical economic theory.  The neo-liberalist philosophy, which has increasingly become popular in countries with Anglo-American heritage, was introduced into Japan in 1980s, in order to achieve ‘greater efficiency’ in the public services.  The Board for Administrative Reform adopted a policy combination of ‘geographical split of system’ and ‘privatisation’, together with introduction of a segmented accounting system, thus eliminating cross-subsidy that had blurred the parity in the account across the nationwide system.  The expectation was that efficient management of three companies on Honshu would generate profit to repay the accumulated debt of the JNR.  

Second, the system was disintegrated horizontally into six regional passenger companies, which were to keep the fixed facilities under its ownership.  This compares to the railway reform in Europe, where the vertical disintegration splits the proprietorship of tracks and other fixed facilities of railway from that of rolling stocks, operation and marketing of the railway transportation services, in order to bring the condition of competition of railway operation on a par with road or air transportation.  The actual boundaries between the JR companies on Honshu followed the boundaries of former regional administrative bureaus of the JNR.  The resulting geographical boundaries of JR Companies did not necessarily match the prefecural jurisdictions or the action spaces of commuters of some metropolitan areas.  For example, all three Honshu JR companies are represented in a single prefecture of Nagano in central Japan.  The commuters in Kofu, the prefectural capital of Yamanashi, are forced to transfer from JR East to JR Central every day as they commute from home in the eastern part of the metropolis to offices or schools in the southern part.  JR Freight company was supported with the Management Stability Fund and railway track usage fee was abated through application of the ‘avoidable cost’ principle.

Third, the split was carried out based on a mixed principle of physical and financial considerations.  Boundaries were in the first instance drawn according to physical geography of the Japanese archipelago: between Honshu (mainland) and three smaller islands of Japan (Hokkaido, Shikoku, and Kyushu), and arrangements were made to support JR Hokkaido, JR Shikoku and JR Kyushu with the Management Stabilisation Fund, in order to reinforce weaker financial position of these companies due to sparser or fewer population in their market areas.  For the main island of Honshu, each of the three major metropolitan areas with high demand on passenger traffic is allocated to each Honshu companies:  Tokyo-Yokohama to JR East, Nagoya to JR Central and Kyoto-Osaka-Kobe to JR West.   Lucrative Shinkansen (‘bullet train’, built in 1.435m standard gauge) lines were also split into three, in order to provide each privatised company on Honshu with stable financial base.  JR companies in Honshu were expected to cross-subsidise less profitable conventional lines with profit earned from Shinkansen lines and from the metropolitan sectors.  The proprietorship of the Shinkansen had been given in the beginning to the Shinkansen Railway Proprietary Agency, from which three passenger companies on Honshu were to lease out the fixed facilities with fee.  Four and a half years later, these Honshu companies opted to purchase Shinkansen property from the Agency at its book value, in their move to straighten the way to list their stocks in the Stock Exchange.   

Fourth, the metropolises of Japan have had many private rail lines, which have kept challenging JNR in the past, and sometimes pushed JNR at bay.  The companies operating these lines solidified their financial position through earnings from property development projects and related businesses operated along their lines, and eventually dominated over a particular geographical sector of a metropolis, just like a feudal warlord.  It strove hard to uplift the image of the sector under its domination and to promote its quality as residential neighbourhoods.  This practise of private railway business had given much insight to the execution of the privatisation of JNR, and the privatised JR companies were asked to follow the past practise of private railway companies.

Fifth, each passenger company was nevertheless expected to resort to the principle of cross subsidy to sustain rural lines within its territory of operation.  Thus, in order to minimise the fund to be transferred to these rural lines, the JR companies heightened their drive for ‘efficient’ and ‘rational’ operation, by classifying lines into two categories according to profitability.  For the lines with profit prospect, further investment was made and service expanded on lucrative trunk and urban routes, where sleek express trains travel swiftly, whereas intentional disinvestment and reduced services became a norm for money-losing rural sectors.  For the lines with little prospect for profit, cheaply-built and less comfortable urban-type carriages were introduced into rural sectors, with less frequent services than before.  Such deterioration of service became more apparent five years after the reform (Figure 2).  

Sixth, the operation of privatised JR companies was infested with the problems inherent in Japanese bureaucracy, as inconsistency in authority of supervision and lack of external evaluation mechanism, in such a way to reflect few needs of the users.  As a private company, the JR is bound to the legal requirement to become accountable to their shareholders rather than the uses.  The conservative Liberal Democrats, in propagating the ‘success’ in the privatisation of the JNR, put on the trade unions blame for the bad management of JNR; and the scrutiny with respect to the nature of privatisation was cunningly circumvented.  With absence of the formal procedures for public assessment and evaluation of the operation of JR companies, the public power to control JR operation has been reduced considerably today. 

4. The Deteriorating Rural Sectors and Stronger Nodality in the Rail Network under the Privatised JR Companies 

In the process of privatisation, the authority touted that the railways of Japan would revive and enter into new era of development.  The reality was, however, the ‘new era’ meant reduced role of the railways and the sparser and more nodal spatial configuration of rail network in Japan.  

1)  Change in the spatial configuration – from the dense, homogenous to nodal network with large metropolises at the hub

The Shinkansen has played major role in transforming the railway network of Japan.  Based on the scheme and technology that the Japanese railway had been nursing over years since pre-war time, Japan indeed took initiative in opening up the era of high-speed trains. The first section of Shinkansen, between Tokyo and Shin Osaka was put into operation in 1964, brought the train once again to the global limelight, and many parts of the world followed suit, including TGV in France and ICE in Germany.  

The popularity of Shinkansen thanks to its capability, efficiency and sheer speed in annihilating space attracted demands from local MPs to build more lines in areas with less population density, just as the case of conventional offshoot lines decades ago.  The Shinkansen lines have been extended westward to Hakata and northward to Morioka and Niigata yet huge amount of construction costs and lack of profitability expected aroused concern as to further expansion of Shinkansen system, especially in view of current huge government fiscal deficit.  

A concessionary attempts was thus made to introduce ‘mini-Shinkansen’, a dwarfed version built simply by widening the gauge of conventional tracks to 1.435m to make through operation of carriage to and from Shinkansen lines possible, or by building 1.067m gauge tracks to Shinkansen standard to make high-speed operation (160km/hour) of express trains possible.

With several lines built alredy, the Shinkansen network now forms the backbone artery of the nationwide rail network.  In the JR East area, the artery has come to form a clear ‘hub-and-spoke structure’ with Tokyo as the hub.  Those prefectures excluded from Shinkansen have been trying hard to entice the service to their jurisdictions.  In the meantime the JR companies discontinued operation of many railcar expresses connecting small and medium-sized towns to each other. 
As a result, just over a decade after the privatisation of JNR, the spatial configuration of railway network in Japan shifted from the ‘dense and uniform pattern covering the entire nation’ to ‘nodal hub-and-spoke pattern with lines stretching from large metropolises’.  

2)  Spatial Fragmentation of the JR Fare System
The privatised JR has been using the same fare table that had been used by the JNR.  JR companies deserve praise in this respect.  In fact, the JR companies in Honshu contained the fare increase for 14 years ever since privatisation, except for adding newly-created consumption tax on top of the base fare.  
Nevertheless, each JR company now attempts to set up its own fare table, to rectify difference in the financial position of each JR company coming from the difference in geographical endowments of its territory of operation.  Since the rule agreed at the time of JNR’s privatisation prohibits spatial disintegration of the nationwide fare system by the JR companies, intense ‘local adjustments’ have been made to the integrated nationwide JR fare table in order to accommodate differences in financial positions unique to each JR company and line.  

For sectors where challenges from competing modes of transportation are harsh, discounted fares have been introduced; while lines managed by less profitable JR companies on smaller islands, it meant addition of fare on top of the standard nationwide fare table.  Additional fares are also collected from the sectors in order for the investment made recently to recoup quickly.   Some of the nationwide fare discount scheme as shuyu-ken (excursion ticket) introduced before privatisation were abolished due to difficulty in allocating revenues from its sales to each JR company.  

The integrated and uniform nationwide fare system carried over from the JNR has thus come to be very much differentiated spatially to reflect local differences in market potential.  

3)  Increasingly Fragmented Train Operation and Differentiated Qualities of Services

The shift of the spatial configuration of Japanese railway system from the ‘dense and homogenous pattern covering the entire nation’ to ‘nodal and hub-and-spoke pattern with sparse Shinkansen network forming the backbone’ has had effect on the pattern of train operations as well, causing more inconvenience to train travellers.  

Fervent desire for construction of Shinkansen is still roaming in localities where Shinkansen lines have yet to be built.  In order to accommodate the local desire into neo-liberalism, the government set up a new package scheme, without enactment, in which management of conventional lines along Shinkansen should be disintegrated from JR.  Its operation is to be placed under a new management of a public and private partnership with an independent fare structure detached from nationwide system.  The conventional lines thus detached cater to local services only, with limited revenue and management bases.  The newly created public and private partnership are thus compelled to raise the fare in order to make their finance break-even.  The local states along the proposed Shinkansen lines have no option but to accept this deal, as long as they want Shinkansen to be built.

The most controversial case is the proposed detachment of the northernmost section of Tohoku Line between Morioka and Aomori from JR East.  This section is currently the artery for freight services connecting Hokkaido with Tokyo metropolitan region.  Its importance had increased after opening of the world’s longest submarine railway tunnel under Tsugaru Strait, which physically connected JNR network in Hokkaido with that in Honshu.  The Prefecture of Aomori, which has demanded on the extension of Shinkansen line into its own jurisdiction for decades, has already set up a public and private partnership to manage this section.  Things are still much uncertain how freight train on this section could be operated after the detachment.  The local citizens of Hokkaido may be asked to pay higher local price for the commodities in order to defray the increased fright cost charged by the public and private partnership.   

For the conventional lines that remain under JR management, direct services running conventional trunk trains have been either reduced or discontinued and split into small sections.  A number of overnight services connecting Tokyo and Kyushu have been abolished; so were other long-distance services travelling along Japan Sea coast.  The train services running across the boundaries of privatised JR companies have also been reduced and introduction of new carriages has been put off, as the operation of ‘inter-JR’ services now involves burdensome coordination and strife among the independent JR companies.     

The local variation arising from the differences in market situation is another factor leading to fragmentation of services.  The passengers can travel sections where the rivalling operators take aggressive strategies on comfortable, newly-built carriages for discounted fare, whereas for sections where JR enjoys spatial monopoly they are forced to travel in cheaply-built or second-hand carriages for higher fare.  Some sections of conventional lines have been physically fragmented, due to widening of gauge of conventional line into the standard gauge to create ‘mini-Shinkansen’.  As carriages can no longer make through operation from conventional 1.067m to 1.435m gauges, passengers are forced to transfer at stations where gauges change.  

4)  Emergence of Rivalling Modes of Transportation

Due to heavier investment on roads supported financially by fuel taxes specially designed to construct them, automobiles and buses have been gaining stronger competitive edge.  The neo-liberalist policy requiring segmented accounting has brought offshoot rail lines in sparsely populated areas to lose out, to be left in further deterioration and eventual abandonment.  The facilities have been deteriorating and left without repair, service reduced with longer connection time and occasional suspension of services for maintenance is coming to be a norm.  The people are forced to use other modes of transportation than railways in travelling in the rural areas.   The JR companies themselves have recently become more eager to promote rental cars rather than local offshoot lines for rural tourist traffic in conjunction with Shinkansen (Figure 3).  

The picture does not seem to be bright either for the trunk lines with 1,000km or longer.  Aggressive projects to construct airports has taken place in many regional centres are bringing long-distance rail service to bay.    
The whole processes reflect hostile relation between Ministry of Construction and the Ministry of Transport.  The ‘iron triangle’ of the vested interest consisting of civil engineering companies, the politicians of the conservative parties and the bureaucrats has been working effectively to promote this process.  

Lately, this collusion has taken a new policy guise of creating ‘national land axes’, consisting of a bundle of trunk Shinkansen and expressways to form backbones of the nationwide transport network.  Some Japanese geographers, including T. Yada, the president of Japan Association of Economic Geographers, have been giving academic glitter to the ‘national land axis’ development project. 

5)  The Trend of Passenger-km and Foreign Investors’ Influence on Neo-liberalist Corporate Strategy of the Privatised JR – A Case of JR West

In December 2001, the government lifted all restrictions that had stood in the way of full privatisation of three JR passenger companies on Honshu Island.  The JRs on Honshu Island, now much closer to pure private companies, began to pursue their profit motive even more aggressively.  
Take an example of JR West, of which corporate strategy has recently been largely influenced by foreign investors, who own as much as 11% of its equity share.  The operation of JR West can be divided into three categories:  Shinkansen between Osaka and Fukuoka (Hakata), the Kyoto-Osaka-Kobe metropolitan sectors where JR West faces fierce competition with paralleling private railway lines and other rural sectors with sparser population.  

The total passenger-km of JR West increased by almost a quarter from the year of privatisation to 1993 (Figure 4).  The recent stagnation of Japanese economy must in part be responsible for the general decline of passenger-km thereafter.  Yet regional disparity is remarkable: the increase by 40% of passenger-km travelling on conventional lines in the Kyoto-Osaka-Kobe metropolitan area shows in stark contrast to stagnation with recent decrease (17.5% down over six years from 1994) of passenger-km travelling on conventional lines outside the metropolitan area.  This suggests that the JR West succeeded in grabbing passengers from paralleling rival lines through aggressive corporate strategy in the Kyoto-Osaka-Kobe metropolitan area.  On the other hand, stagnation and recent decline in conventional lines outside the metropolitan areas indicate that the competitive edge of railways against other modes of transportation has been disappearing.   It is interesting to note that although Shinkansen passenger-km showed increase by 23.3% over four years up to 1991, it suffered decline ever since, indicating its weaker competitive position against airlines.

The foreign shareholders have been demanding the company to disinvest from the rural sectors where the operation cost is several times more than the revenue (Asahi Shimbun, 21 December 2001).  　To meet their demand, JR West has been adopting shrinking management policy in operating the deficit-generating rural sectors, which have suffered 11% reduction in number of passengers over the last eight years.  The actual measures include further reduction in frequencies of passenger services, increasing number of trains without conductors and unmanned stations, reduction of maximum speed of trains on the rural sectos, total suspension of passenger service during daytime on a particular day of the weekend in the pretext of ‘track maintenance’ and so forth.  These management policies are now being applied to a wider geographical area, to cover eventually 30 sectors, or 30% of the total JR West network in terms of the rail distance.  JR West claims that this strategy will cut the operation cost by 30%, while it will make the rural services further dysfunctional, depriving railways of competitive edge against automobiles decisively.   

For foreign investors, who regard the proprietorship of the railways merely as fictitious capital, the use value of railways is at best of secondary importance, and at worst the negative factor that erodes profit opportunity away.  The social embeddedness and the historical heritage that the railways have had in the localities for decades are totally out of the consciousness of the foreign investors.  The motive to procure abstract money out of railway capital thereby imposes a specific destiny on every locality, and often generates sense of deprivation to the local populace.

Concluding Remarks:  Why Railways? 　The Rationale for Revival of Nationwide Homogenous Rail Network
Privatisation of the Japanese railways did not categorically succeeded in bringing people to patronise railways more.  Rather, the introduction of laissez-faire market mechanism led them to more aggressive ‘cream skimming’ strategy in the urban areas and concomitant decline of services due to disinvestment in the rural areas.  The strategy put into practise in order to strengthen corporate finance has caused spatially more heterogeneous railway services and a network with stronger nodality that are much different from those under the management JNR (Figure 5).  

Swift as is the journey along the ‘national land axes’ between large metropolitan areas, connectivity between different points in rural areas has much been deteriorated, generating increased spatial disparity in Japan, which resulted in elongated time for journey by rail between rural towns.  

This is the reality behind the myth of ‘success’ in privatising Japanese railway system.  Here, some may ask, ‘Why still insist on railways?’  One might as well travel on his or her own private or rent-a-cars’.　Indeed, there are several rationales why we should retain railways even in rural areas.

If railway is gone, the hardest-hit will naturally be those who rely on public transportation almost exclusively: the elderly, the poor, the schoolboys and girls and physically handicapped who cannot own or drive a private car.  Without public transportation organised to form a spatially homogenous network, the extent of their action space would be severely limited, and many public facilities will become out of their spatial range.  

Railway is more environment-friendly and emits less carbon dioxide, which is believed to cause global warming, than a private car.  Carbon dioxide emission of a diesel rail car is 557g-C/km (g-C/km is the unit that indicates the carbon emission in grams per kilometre of carriage operation) for JR Hokkaido, 476 g-C/km for JR East and 637g-C/km for JR West.  These compare favourably to carbon monoxide emission of a passenger car at 75g-C/km.  This means that if a diesel railcar transports approximately a little more than 10 passengers a car, a diesel rail car is more environment-friendly than a passenger car.  The figures become more favourable to rail if an electric rail car is deployed.  Unless a local offshoot line is disparately desolated, rail is almost always wiser choice to protect our planet.

The 9.11 incident in the US manifested physical vulnerability of the passenger airlines, and immediately after the incident, the rail passenger traffic on the Eastern Corridor picked up.  If the railway line had been abandoned before, this shift to a safer mode of transportation wouldn’t have been possible.  Ironically however, privatisation of railways has been eroding the competitive advantage in terms of safety.  The case of a passenger having fallen off in a station in downtown Tokyo was worst case in point and widely reported in Japan.  Korean and Japanese passengers attempted to rescue a passenger who fell onto the track, but they were ran over and killed by an approaching train.  Overcrowded Japanese commuter service allows men to give women the feel on a train, or women to blackmail men on false charge of having been given the feel.  These situations have generated worry on security among rail commuters.  

The ‘efficiency’ is a criterion that should not be understood without taking all of the above factors into account.  Performance of railways should not be measured using an indicator of short-run immediate economic performances only.  Railway has best potential to materialise efficiency in the real sense if it is managed properly with the users participating in the decision making processes in a democratic process.  
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Figure 4   Changes in the Passenger-km of JR West

(Source:  Unpublished data, JR West)
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表

		年 ネン		JR西日本全体 ニシニホンゼンタイ		新幹線 シンカンセン		在来線(全体） ザイライセンゼンタイ		在来線（京阪神） ザイライセンケイハンシン		在来線（その他） ザイライセンホカ				年 ネン		JR西日本全体 ニシニホンゼンタイ		新幹線 シンカンセン		在来線(全体） ザイライセンゼンタイ		在来線（京阪神） ザイライセンケイハンシン		在来線（その他） ザイライセンホカ

		87		100		100		100		100		100				87		45781		13152		32628		20333		12295

		88		105.3428278107		112.4695863747		102.4733357852		104.7410613289		98.7230581537				88		48227		14792		33435		21297		12138

		89		106.7779209716		114.0663017032		103.8433247517		107.4165150248		97.9341195608				89		48884		15002		33882		21841		12041

		90		113.8834887836		122.1411192214		110.5584160843		115.8609157527		101.7893452623				90		52137		16064		36073		23558		12515

		91		117.2757257378		123.3804744526		114.6622532794		119.8691781832		106.0512403416				91		53690		16227		37412		24373		13039

		92		118.8746423189		122.8710462287		117.2643128601		126.5824029902		101.8544123627				92		54422		16160		38261		25738		12523

		93		119.3639282672		121.8445863747		117.2643128601		126.5824029902		104.7824318829				93		54646		16025		38261		25738		12883

		94		113.5558419432		101.2013381995		118.5362265539		128.072591354		102.765351769				94		51987		13310		38676		26041		12635

		95		121.1943819488		112.2110705596		124.8161088636		130.3054148429		114.030093534				95		55484		14758		40725		26495		14020

		96		122.258142024		117.5106447689		124.172489886		140.4121379039		97.4054493697				96		55971		15455		40515		28550		11976

		97		119.8379240296		113.8686131387		122.2446978056		140.3482024295		92.3058153721				97		54863		14976		39886		28537		11349

		98		116.9174985256		107.6338199513		122.4837562829		139.851472975		93.7616917446				98		53526		14156		39964		28436		11528
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