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entropy. Industrial societies are asked how to get high level innovation in
low level entropy. .
Thirdly, in our modern mass democratic society, pressure groups exercise
political influence, so that a welfare society will fail. Thus, a plural society
needs corporatism to realize justice and with it high level welfare at low cost.
All these things mean that we live in a plural value system, so that we should

think carefully how to achieve integration in this plurality.
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{Summary)

Natural Resources and Their Relation
to the Economic Future of Humanity

Tohru Ishimitsu, Kobe Univ.

The speaker provides a systemic description of the economic process in
terms of material and energy flow from and to the environment; namely,
the process turns these useful natural resources into useless wastes and waste
heat. Water is, for example, useful when it is clean. When clean water is
contaminated by matter and by heat, it is thrown away because it is no
longer useful.

Water flows in the environment play a major role in regulating material
and energy cycles including the hydrologic cycle which not only renews the
usefulness of water, but also regulates the atmospheric temperature by dispos-
ing heat to outer space. Nature does all of these. Therefore, we define water
as one of the natural resources, and classify it as a renewable resource.
Within a certain limit, a society based on renewable resources such as land
and water in terms of agriculture, forestry, and fisheries is stable and perpetual.
By contrast, a society based on such nonrenewable resources as minerals and
fossil fuels in terms of the mining and manufacturing is unstable and cannot
last long since the resource base is depletable.

Should humanity outlive the next century and beyond, humanity must
realize that our future prosperity depends, for one thing, not on fast exploitation
but on preservation of depletable resources and, for the other, on conservation
of renewable resources. A shift from a society based on nonrenewable to
renewable resources is a big problem we must overcome, no matter how severe

a blow it is to the North.
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By establishing this sort of promising and lucrative railway transporta-
tion system, and by increasing the light oil transaction tax, which has encourag-
ed the trucking business excessively (consider that this tax in Japan is only
one-third that of England, West Germany and France), the proportion of
railroad freight transportation could easily be increased from a 5% share to
a 20—309% share, as can be seen in these European countries.

By such measures, the Japanese railway industry would be significantly
improved. Environmental pollution, caused to a large extent by heavy road
traffic, could be impressively reduced if present road hauling transportation

were changed to an intermodal transportation system.
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{Summary)

Plurality of Value in Economic Policy

Takanobu Tojo, Shimonoseki City Univ.

1. Today pluralism and corporatism have become a major topic of concern
After experiencing World War I and the Great Crash, Keynes criticized the
classical/neo-classical school, and built up a new economic philosophy and
policy which was later called “The Keynesian Revolution”. After the Keynesian
Revolutoin, the free market society moved to the mixed economy. But the
result was the likelihood of big government and the danger of having an eco-
nomy bereft of rationality. Market failure changed to a failure in government.
2. Samuelson described “The Neo-Classical Synthesis”, the main idea of
which is the combination of Keynesian policy with the Walrasian system.
Monetarism and the Rational Expectations School criticized Keynesian philo-
sophy and appealed more directly to the Smith-Walrasian tradition.

3. But is this statement of affairs so simple? The core of Keynesian philo-
sophy is based on the quantum mechanical view, so different from the Newtonian
mechanical view. The most important feature of quantum mechanics is its
treatment of the law of probability. By contrast, the classical/neo-classical
school’s philosophy was founded on Newtonian mechanics.

A Treatise on Probability (1921) was an early version of the scientific
philosophy of Keynes, and The General Theory of Employment, Interest and
Money (1936) was the economic manifestation of the quantum mechanical
view. So Samuelson’s “The Neo-Classical Synthesis” is misdirected. Similarly,
Monetarism and Rational Expectations are also misdirected. It is impossible
to go back to the Smith-Walras view.

4. From this viewpoint, the ORDO School founded by W. Euchen has a
more important meaning. Euchen made a sharp distinction between laissez-
faire policy and free competition policy in Smith. He denied laissez-faire
and adopted ORDO’s policy for its concept of competition.

5. Today, ORDO means ecological, industrial and distributional order. The
ecological dimension is the most serious because no one can avert the second
law of thermo-dynamics. Both physics and economics are under this law.

Secondly, industrial societies basic policy was an attempt at high level

innovation, but high level innovation was a foregone conclusion of high level
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{Summary)

A Study of Japanese National Railways

Reforming and Privatization

Sadakazu Chikaraishi, Hosei Univ.

The report of the ad hoc committee on Japanese National Railways
reform plan seems to be developed without due consideration of our citizens’
hardship caused by the current automobile traffic system.

The railway services play a significant role in our contemporary society
for reducing public nuisances related to automobile traffic and for increasing
better planned utilization of land, even if the services are unprofitable.

A fundamental principle of the European Common Market is to set up
a non-profit and tax-exempt public corporation to manage the railway services.
This corporation has a self-management right and is allowed to ask for neces-
sary compensation from the government in order to make up the deficit of
government ordered public services. In this case, there is no compensation
from the government; this corporatron can exercise its veto power against
further governmental requests.

As the bulk of outstanding long term debts and JNR have been created
by providing government-forced public services without necessary compensation,
the government is obviously responsible for the repayment of this huge debt.

The fundamental principle of a public corporations as they are seen in
Europe, are that they have to be legally established, and that the self-manage-
ment system of this corporation should be secured. As railway fares, investing
activities and employees’ wages in the traffic industries are very competitive
in our society, the management of this corporation should be independent, and
left untampered and uninterfered with.

Public repayment measures for the debt are the responsibility of both
the national and local governments. The revenue of this repayment plan
should consist of not only their general account but also a special account
comprised of funds from a portion of the road construction budget.

Methods of utilizing a part of the gasoline tax can be seen in the United
States and West Germany. Special real estate taxes on land owners, who also
enjoy the benefit of railway services, is employed in France.

The recent report of the JNR reform ad hoc committee seems to be
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opposed to this worldwide trend regarding railways. It stipulates that JNR
should be divided into several private railway firms, which are officially pro-
jected to turn profits into their own business activities without any financial
assistance or compensation.

It is obvious that almost all stocks of these private companies will be
purchased by major, large businesses and as commercial enterprises, they will
withdraw from passenger railway activities or primary means of transportation
services, and then utilize their land for other money-making purposes. Social
responsibilities are not going to be their top priorities.

All those promising projects of the JNR, which would have brought so
many social benfits will be lost. More particularly, these are:

1) electrification of major lines used to make efficient railway services;

2) imporvement of existing Musashino Line as the second Yamanote Circle
Line by linking Haneda and Kisarazu with a submarine tunnel (the construc-
tion cost of an undersea tunnel is estimated to be about one-third of a bay
crossing bridge for vehicles); and

3) establishment of a more efficient Shinkansen network throughout Japan.

The report also does not specifically refer to freight transportation ser-
vices that have account for about 60% of JNR’s huge accumulated debt. It
is said that the point to point tramsportation system, which would be relied
upon for the motor freight industry, should be more reasonable and that rail-
way freight services are completely unprofitable. But there is a solution to
this problem and that lies in the innovation of railroad transportation techno-
logy. The Research Institute of Railway Technology suggested that cargo
trains should be operated as passenger trains are so that containerized freight
should be loaded and unloaded at each station. With a computerized loading
system, a container could be unloaded in less than ten minutes.

Trains are unaffected by traffic jams. They can speed at 100 km per
hour.  Therefore, it would be conceivable to make a delivery anywhere in
Japan within 24 hours. Transportation costs would be drastically reduced and
such a system would be greatly appreciated in a traffic-congested urban area,
even if the delivery were only a short distance one.

This transportation mode could be applied to the Shinkansen lines which
have regular intervals with train schedules. By such a system, cross country
shipment would be much faster and more profitable.

For this, the disposal of railroad freight terminal sites should be stopped
and large amounts of JNR owned land elsewhere in this country should be

used for the adjusted plan of the freight terminals.
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{Summary)

Privatization and Government Regulation

Hiroshi Kato, Keio Univ.

1. Various research on the relationship between government and the govern-
ment economy has provided the basis for the conclusion that it is basically
important to limit government intervention in the economy so as to maintain
the vitality of private sector enterprises.

2. However, there are instances in which government intervention becomes
socially necessary as a measure for protecting public interest. But the efficiency
of the market should be given priority consideration with the establishment
of adequate socio-economic conditions which makes unnecessary the intervention
by government to protect public interest. ~That is to say since such socio-
econmic conditions have now been established, in Japan, government inter-
vention should be reduced. Presently, government intervention basically causes
market inefliciency.

3. There are three major means by which to reduce the level of government
intervention in the ecnomy. The first relates to the privatization of government-
owned enterprises. The privatization of Japan’s three major public corporations
(the Japan National Railways Corporation, the Nippon Telegraph and Telephone
Corporation and the Japan Monopoly Corporation), are examples of the above.
With the second method, the government entrusts the management and control
of public enterprises to private sector management and control of public enter-
prises to private sector management. This is the means by which the Japanese
government is reducing its role, especially in the tietary sector of the economy.
The last measure, but not the least, relates to deregulations. Through deregula-
tion, the government moderate or abolish regulatory measures imposed on the
economy. In Japan, more than 10,000 regulations are now being re-considered
with the view to liberalizing and revitalizing business. The construction

industry has received special attention in the above context.

—xvili—

{Summary,

Deregulation and Privatization of

Public Corporations

Mitsuharu Ito, Kyoto Univ.

The deregulation or privatization of industry in the advanced countries
differ from country to country. In the USA, for instance, deregulating of
public service industries is in progress. The purpose of privatization in Britain
is not only anti-nationalization, but also reform of the British class society
and labor-management relations. The stocks of British Telecom were sold at
a reduced price to the many employees of B.T. and telephone subscribers.

In America, the innovation, technological advance and the change of
the econmic policies led to these deregulations. The digital communication
system reduced the cost of long distance calls. For that reason, its barriers to
new competition decreased, its market changed in competitivity. Thus, the
economic policies changed from the regulations of the ATT to deregulation
of free enterprise. On the other hand, telephone rates of long distance calls
were reduced, but the rates for local calls went up.

In Japan, the privatizing of public corporations is proceeding forward in
the cases of The Nippon Telegraph Public Corporation, Japan National Rail-
ways and The Japan Tobacco and Salt Public Corporation. The public corpo-
rations in Japan have no autonomy of management, the government is the
owner, and they are practically controlled by the government. Can we hope
that the privatization of the NTT will lead to deregulation and autonomy of
the management? The privatization of the JNR is divided into six passenger
companies, one freight company and a Shinkansen lease company. Such
divisions are not reasonable, and this situation leads to causes of labor union

problems.
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In his contribution on the question of public interest, Yasuhiro Oishi
argued that it is a mistake to assume that the JNR can be profitable and
self-supporting. Thus, it is not surprising to him that the JNR is provided
with subsidies to cover up deficits. He said that from the point of view of
welfare economics, the profitability of a public enterprise is not essential to the
expansion of public welfare. The concept of public interest was developed
with an understanding that national monopolies, for example the railway, is
better controlled by public sector. However, since the monopolistic position of
the railway has diminished with the emergency of substituting trasportation
systems, it is necessary to insist on a new definition of public interest in the
above context. With this as a background, Oishi said it is easy to understand
the significance of public interest for the railway business on one hand and
electric power and gas service on the other hand, and that between the JNR
and private lines.

The discussion on public interest will be summarized with following two
views.

Norio Iida said that the definition of public interest should be extended so
that it will take into consideration the profitability of public enterprise. Thus
he argued that there is no difference between public interest for private and
public railway services. Furthermore, he said that the public interest served
by the electric power and gas industry is far greater than that of the transport
business; but that the electric power industry fixes rates that will enable it
obtain high levels of profit. He asked why the JNR is not able to do such a
simple calculation.

Tkujiro Nonaka of Hitotsubashi University made the point that public
interest for the JNR should mean the pursuit of business profit, and the mean-
ing of the concept should not be extended beyond that. Nonaka said that
wherever there is demand, there is public interest.

There are many books on the JNR reforms. However, the following might

be useful.

Notes

1. The editor’s comment were taken from Japan Echo Volume IX, No.3,1982.

2. “Kokutetu roshi ‘kokuzoku’ ron” (JNR Labor and Management Are Betray-
ing the Country). Bungei Shunju, April 1982.

3. “Kokuttsu Bunkatsu wa masumasu akaji o kakudai suru’ (Splitting Up the
JNR Will Swell the Deficit). Shukan Toyo Keizai, Mar. 13, 1982.

4. “Nihon o nibun suru kokutetsu saiken mondai’’ (Split Opinion on the JNR
Reform Issue). Keizai Orai, July 1982.
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argued by some people that private lines should secure a certain amount of
profits, while the JNR should seek to provide the maximum service with the
minimum deficit.

Akira Takahashi of Tsukuba University said that if the railway business
is to be operated privately, it is still possible to secure public interest through
the exchange of information or technical cooperation. Furthermore, with the
creation of a governing body, as in the case of electric power industry, govern-
ment can have a say through the Ministry of Transport. However, government
interference should be minimized. He said that it is wrong to assume that
privately managed business cannot protect public interest. He asked the
question whether it is possible (in the present situation) to argue that the
JNR satisfies public interest, or is more responsive to people’s expectations.
Takahashi contended that the present appalling sitution of the JNR arose
because of people’s misplaced expection that only public enterprise can serve
public interst.

Naomi Maruo of Chuo University said that, as with the telephone service,
it is necessary fo provide a network of transportation system from the stand-
point of public interest. He said that this does not necessarily have to be a
railway system. Maruo said that there is no strong justification for making the
railway system alone serve public interest, especially if an alternative means of
transport exists. In his own contribution, Hiroyuki Yamada of Kyoto Univer-
sity also argued that a public transportation system should be provided, but
that it does not necessarily have to be a railway system. He contended that
if a community prefer that the railway should continue to function as a public
service in their locality, it should be possible to make government provide such
social service without extra charges.

Masu Uekusa of Tokyo University argued it is important to examine the
significance of public interest in the railway business from the point of view of
public goods. He said public goods are: (i) indispensable goods and merchan-
dise (ii) goods that have external effects and (iii) goods that have a common
method for supply. He said that when the above concepts are introduced, the
term ‘public interest’ becomes very general. Thus he suggested that a clear
concept of public interets as public good, which can be easily understood by
the Japanese people, be established.

A committee of prominent economists who should look into above pro-
blem should be created. Uekusa said that though the term ‘public interest’
has been given various meanings, some of the interpretations of the concept

can create misunderstanding. Therefore, it may be necessary to go back to
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the original definition of public good.

Below is an example of the position which claims to provide an authentic
definition of public interest.

Kunio Oshima of Aoyama Gakuin argued that the public interest served
by the public railway is basically similar to that of electric power and gas
industry. But now, the former monopoly enjoyed by the railway industry has
been weakened by alternative means of transport. He said that both the JNR
and private rail lines basically serve the same public interest. The only dif-
ference is that the JNR is publicly owned, and in some specific localities, rail
lines were established mainly to serve the public. Furthermore, it has a more
nation-wide network.

As I mentioned above, there are various views on the definition of public
interest. Below are some important and more commonly held views on public
interest.

Yukihide Okano of Tokyo University said that the term ‘public interest’
and its relation with government enterprise, (from the standpoint of public
business), is not concerned with the pursuit of profits but the provision of
efficient services to the public. Various notions on public interest relate to
the above point. The general and basic characteristics of ‘public service’ are
related to “the ready availability to all of a commodity of conventional
importance, determinable delivery times, easily ascertainable prices and wil-
lingness to be satisfied with a due profit”.* Services are provided as a duty,
not on commercial condition. With regards to the above, A. M. Milne (“The
Obligation to Carry” An Ezxamination of the Development of the Obligations
Owed to the Public by British Railways, 1956) said that the charcteristics of
public railway services are to some extent the results of management tactics
created under the technical conditions of the railway itself. As for the JNR,
Okano said that it uses the notion of public interest as a cover which will
enable it to make unjustifiable demands on the government, and to avoid the
regulation and control of its activites. He argued that the problem which
arises as a result of the ambiguity of the term ‘public interest’ will be solved
if it is replaced with the concept ‘citizen’s interest’. He continued that the
argument on public interest and national monopolies is, at present, mainly
applicable to electric power and gas services, but not to railway service where
monopoly has been dislodged by alternative transportation systems. He said
that the meaning of public interest for private rail lines is akin to the concept
‘citizen’s interest’, and in that sense, there is nothing excepticnal about the

role of the JNR, as far as public interest is concerned.
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Thus, when the railway was the major means of transport, and the government
established its monopoly over the railway business, it was merely protecting
and emphasizing public interest. However, as means of transport became
diversified, and the competition from other means of transport dislocated the
position of the railways, the above concept of public interest became meaning-
less and unsuitable. But people’s conception of the role of the railway has
not changed and this has created a misunderstanding about its role. This is
not to say that the railway is no longer a matter of public interest. In big
cities where commuter tansport is important, the public interest implications
of railway services are abundantly clear. However, some people believe that if
public interest in railway business is weaker than, for example, in the electric
power industry, the railway should, at least, be made semi-public.

The second position on public interest contends that the pursuit of
business profits by government, for example in the railway business will
increase public interest. Simply put, to this view the pursuit of business profits
is in line with public interest. The third position has been in currency for a
long time emphasizes that public interest in the railway transport business
should be maintained in harmony with business profits. To this position, the
public corporation is generally speaking synonymous with public interest, and
from the point of view of public welfare, it insists that public interest should
not be ignored. But some people believe that public welfare and profits are
equally important to public corporations.

Yataro Fujii of Keio University has argued that in a society where
market forces play a central role in the economy, public enterprise is considered
mainly in situations of market failure. In this regard, he contended that we
can say the pursuit of public interest is responsible for the failure of the
JNR. However, since the term ‘public interest’ is sometimes used rather broadly,
confusion might arise if we do not limit the use to particular problems. Fujii
said that at present, we can restrict the use of the concept to types of services
that are essential to people, for example, transportation for commuters to work
in big cities, and other services that are basic to people’s daily lives. Also it
is important to note that the significance of the term ‘public interest’ changes
with the level of development of a society. This, he said, is specifically what
some people fail to understand in terms of the need to change the status of
the JNR.

Concerning the distinguishing factor between electric power, gas and
transportation service, Fujii said the transport service can be considered an

instant good. For the first two services, it is fairly easy to estimate expected
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demand, and this makes it possible to provide efficient services. In spite of
differences in size between the JNR and private railways, he said that there
is hardly any difference between the two on the question of which is better
in representing public interest. Furthermore, he said, some people think that
the services provided by public corporations are more reliable since the govern-
ment can, as a matter of policy, prevent bankruptcy by allowing accumulated
deficits.

Mitscharu Ito of Chiba University argued that consumers are to be
protected from the harsh effects of market competition, if necessary, by govern-
ment intervention. The freight service of the JNR, he contended, has lost its
former significance. Thus henceforth, the changes in freight services by the
JNR should be determined by market forces. He said that the new develop-
ments in transport business raises the question, whether the government’s
involvement should continue or not. In other words, it raises the issue
whether the supply of goods and services by government is actually in the
public interest. He said that electric power and gas are supplied and consumed
simultaneously; furthermore, they are indispensible to daily life. Therefore,
they could be considered as semi-public goods —this makes the intervention of
the government in their supply necessary. As for railway transport, he said
that it could also be considered as semi-public, especially with regards to the
main lines and passengers services in the big cities. Since the railway has
economy of large scale without establishing market competition, he said the
ambiguity with the use of public interest in this regards relates to the charac-
ter of the particular service at hand.

He argued that electric power and gas services are managed as private
business. As such the intervention of the government is permitted. On the
other hand, since the JNR is a public corporation, ownership and management
are separated. Furthermore, the government indirectly controls executive
personnel, undertakes audits and determines the overall management policies,
while leaving day to day management to senmior personnel of the JNR.

Hiroyuki Yamada of Kyoto University contends that the basic interest
of the public in the railway business relates mainly to its role as a common
carrier, that is, it provides many unknown users with common transport
services under a system of publicly announced fares. The basic difference
between electric power and gas services on one hand, and the railway service
on the other, is that the former still hold a local monopoly while the latter
does not. Yamada contends that there is hardly any difference between

public interest under private lines or under the JNR. However, it is sometimes
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example in airlines, the bullet train and ordinary rail services, building of
super-highways and streets, marine transport, etc., without coordinating the
operation of all these means of tramsport. He argued that private capital
should be responsible for investments in the railway business.

In the above views of highly reputable academics, there is hardly any
objections to the privatization of the JNR. However, this is not to say all
enterprises should be private, nor should all enterprises be public. I think the
structure of business, especially the effectiveness of the operation of the market
should be taken into consideration when determining whether a business
should be made private or not. But it is important to take note of the fact
that, when the public sector begings to lose market efficiency, it is necessary
to make it more efficient, or to establish control over it. The point is to aim
at the optimum point at which the market mechanism will function most
effectively.

In the case of the railway business, the significance of its being managed
by government is embodied in the nature of the railway system itself. The
railways system made it possible to connect the entire country with rail lines,
and has facilitated the transportation of a large quantity of bulky goods. The
railway is most suitable for an industrializing society where emphasis is on the
supply of bulky goods in large quantity. As long as the above situation pre-
vailed in the Japanese economy, there was good reason for maintaining the
JNR in its present status. Furthermore, when the road system in Japan was
not adequate enough to provide an alternative to the railway system, effort
were made to operate passengers and freight transport services very effectively.
This was because there was no serious alternative to the railway system.
The above policy position was adopted when Japan was industrializing, to
enable fair competition between road and railway freight business. However,
as a society becomes highly industrialized, the transportation of bulky goods
in large amount and at a particular time, becomes unnecessary. Moreover, as
the structure of demands becomes diversified, the mode of supply is determined
by consumer heeds rather than a planned strategy by manufacturers to supply
goods. Those who do not appreciate these changes (which the Japanese eco-
nomy has undergone since the post-war period), still insist on the importance
of the railway as a critical means of transport to the economy.

With the structure of the railway system, it is difficult, if not impossible,
for public business to adjust or be flexible in responding to the variety of
demand by consumers. In such a situation, the privately managed rail lines

may be in a better position to respond to the need for flexibility which is
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required by the changed structure of demand in the market. The privatiza-
tion of the JNR can be justified on this ground. Moreover, since the railway
business has its roots in local areas and has become labor intensive, it is easy
to improve its efficiency by dividing it into local units, and to make the units
operate on a basis of the specific demand of their local situations. The fact
that the railway system caters for commuters, for example workers and students,
it has an important relation to public interest which makes it difficult to leave
the management of railway transport entirely to private business. Therefore,
the issue is to find an efficient management system which achieves a balance
between public and private interest. In such case, privatization should be
considered on the basis of the individual merit of a particular business, and
how far regulations to protect public interest could be enforced and by what
method. For example, it may be easy to regulate electric power and gas
business and to protect the public interest therein. It could also be easier to
manage them with a special corporate structure. But it is always better to
limit regulations as much as possible.

There are some people who often make the mistake of thinking that the
privatization of a public corporation is the same as making the business a
complete private sector enterprise. It is clear that such thinking is not correct
as there are various forms of management which facilitate a combination of
different ownership and management structures. It would be better to adopt
a management style which will raise the level of the efficiency of business,
especially with regard to competition, and which will protect public interest
as well as making business respond to market situations. In addition, such
business should be profitable. Furthermore, it is important to take into con-
sideration the fact that forms of organizations change through time in response
to changing economic conditions; in this regard, to insist on nationalization
and government management of enterprises as the most suitable policy is

basically an anachronistic approach.

{3) Theory of Public Interest

It is clear from the above discussion that the question on whether railways
should be managed by government or private business is connected with public
interest. The concept ‘public interest’ has been in currency for a long time,
yet its meaning has been diversified, and ambiguous. In order to obtain a
fruitful result from the discussion on the role of the railway and JNR, it is
necessary at this point to consider more seriously the concept ‘public interest’.

First, thre is there position which associates public interest with monopoly.
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performance by the two sectors.

Mr. Mitsuhiro Ishi of Hitotsubashi University has argued that the
National Railway has been spoilt with government’s overprotection, and that
in order to make the corporation efficient, market forces should determine its
operation. Furthermore he argue that the fact that private railway business
have already been well established is an added reason for government’s with-
drawal from the railway business.

In his contribution on the discussion, Seizaburo Sato of Tokyo University
said that the railway was nationalized in 1905 basically for military reasons.
When the railway was the dominant means of transport, it was understandable
for the government to continue to support unprofitable operations. However,
the situation of the railway as a dominant means for transportation has chang-
ed, and it has become impossible to maintain unprofitable rail lines. Thus
the National Railway should be spilit up into regional units and be put
under private management. Those operations that cannot make profits despite
privatization, but are still essential for public use, should continue to enjoy
limited assistance from the government.

Yoshihiro Toyama of Ottemon Gakuin University, contends that the
basic role of government enterprise and other public entities under capitalism
is to assist private sector business. As such, a government enterprise should not
become so large that it outgrows the above function. He posits that when
private business becomes efficient, the government should scale down or even
eliminate its role. He says that some of the frequently mentioned rationale for
public enterprise include, (a) the need for a “socialistic reform of the market”,
especially by making up for market failures, (b) the need to distribute wealth
or share property equally, (c¢) the need to control and maintain competition
by planning the economy and regulating monopoly, and (d) the need for
national security and safety, especially to safeguard against control of national

economy by foreign capital. However, since the above rationale for public
enterprise are not immutable, the existence of government enterprise should
not be seen as permanent, and as such the possibility of replacing it with
private business should be given serious consideration.

Given the above position, Toyama argues that the present role of the
Japan National Railways be scaled down, and these lines that are profitable,
like the Bullet Train lines, be made to operate under market conditions.
However, decisions on establishing new rail lines or the extension of Bullet
Train lines, and the management of local lines that cannot be profitable, should

not be left entirely in the hands of private sector business.
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Mr. Kenichi Nakanishi of Osaka City University in his contribution
said that the present situation of the JNR is clearly a case of “government
failure”, as against “market failure”. His basic position is that public coopera-
tion should be abolished and the private sector should take over the operation
of such public sector business. Yukio Noguchi of Hitotsubashi University
also made the same point on the need to allow market forces determine the
operation of JNR. He argues that if a local community wants to maintain an
unprofitable rail line, such community should bear the responsibilities for
operating the line. Hisao Onoe of Osaka Industrial University contends that
the conception of the role of government in the market economy as a stop-gap
measure is relevant to the theory of the development of immature business
and economic sectors, but that privatization should not apply to economic
sectors that provide services which are indispensable to daily life.

Koichi Baba of Iwate University said that the problem with the JNR
and other similar public enterprises is not so much the fact that they are
public corporations, but the fact that certain general principles of accounting
have not been established to facilitate operations. Given the above, he said
that it is very necessary to allow the private sector to manage the JNR, so that
the principles of private sector business, especially strict budgetary principles,
can be enforced. Thereafter, if some problems prevail, assistance, and possible
control by government can be considered.

Shozo Takayose of Konan University said that the problems of JNR
should be studied closely and be divided into (a) internal management pro-
blems, that is, such problems related to labor and other non-personnel expenses,
and (b) extra-mangement problems, for example structural problems relating
to passengers movements, public finance and accounting, etc. He said that the
above areas of management should be considered separately, and problems therein
be resolved by applying the most effective system of management. Furthermore,
the structural problems should be approached by means of effective policies
at the general level of the economy, in addition to effective public finance
systems and better planning of national land. Still on structural problems,
Takayose said that both the direct and the indirect benefits of the privatiza-
tion of JNR, for example, on welfare, culture and environment, etc. should be
taken into consideration, and be compared with the cost of public corporation
in the air and road transport business. In his contribution Kazuyoshi Kurokawa
of Hosei University contended that the most efficient system for managing
the transport business should be adopted. He said it is necessary for govern-

ment to avoid investing at random in all kinds of transport business, for
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JNR workers are not enthusiatic about doing their work, while only 18% said
they thought the opposite. To the question, “Why is the JNR running a de-
ficit?”; 509 said it is due to overstaffing and 36% mentioned the spread of
motor vehicle transport. To the question, “What should be done about the
JNR’s management structure ?”; only 16% endorsed the present structure. 22%
of the respondents favored the splitting up of the JNR into a number of re-
gional networks to be managed by smaller public corporations, or other special
bodies to be created. Those who support the splitting of the JNR, but would
want a reversion to private enterprise management constitute 42% of the re-
spondents. With the above opinion survey, it is clear that the JNR is been
held in low esteem by the public. In a bid to put the corporation back on a
sound footing, it is expected that the Administrative Research Council will
recommend that it be divided into regional units and de-nationalised.

Recently, there have been many articles on the JNR in various Japanese
magazines. For example, the April issue of Bungei Shunju carried an expose
by Taro Yayama on the JNR’s current degeneration and inefficiency.’ The
article cited examples of irresponsibility by JNR officials, and the way workers
are being manipulated by union leaders, especially the leaders that take a hard-
line view of class-struggle ideology.

An interview with JNR President Fumio Takagi appeard in the March
1982 issue of Shukan Toyo Keizai® Takagi attacks the now popular opinion
that the JNR should be turned over to private management. Railways, he
contends, are public utilities, as such it is bad policy to operate them with
efficiency alone in mind. He says that even if the JNR is split up and de-
nationalized today, the companies operating rural lines will inevitably rum in
loss, although those in the Tokyo region might make profits. However, even
Takagi could not argue that all is well with the JNR. He says that as a step
in the directions of reforms, personnel should be reduced from the present
420,000 to 350,000 by 1985.

Tadao Yoshida, writing in the July 1982, issue of Keizai Orai supports
the Special Administrative Research Council’s proposal on the de-nationaliza-
tion of the JNR. Yoshida charges that Takagi and other JNR top officials who
oppose the Council’s recommendations, as well as the unions, have been delud-
ed into thinking that what is good for JNR is good for Japan, Ho says that
this is the attitude that has hindered efforts to make the JNR efficient. He
indicted the JNR’s management and the bureaucracy in general. Furthermore,
the transport minister, (who oversees the JNR), and the Socialist and Com-

munist parties, (who serve as the base of support for the JNR’s labour unions),
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were also indicted for the roles they have played in augumenting JNR’s pro-
blems. Yoshida proposed the abolution of JNR’s freight operations to deal
with the huge deficit. He also recommended that the land JNR that is used

for cargo transport and storage be sold.

(2) The Role of Government Enterprise and Private Business
The privatization of JNR presents an important issue for analysis from the
viewpoint of policy studies.

Government enterprise was originally conceived as a measure by which
the state can intervene in situations of market failure, that is, where the
private sector is incapable of making investments in services which are
essential to daily life, because of the unprofitability of investments in such ser-
vice. Given the above conception of government enterprise, the role of the state is
seen as essentially a stop-gap measure—it develops the particular business where
private capital is incapable of taking the risk involved in the initial invest-
ment, and withdraws to enable market forces to operate the business. This is

based on the idea that the economy should basically be left to operate on the

"basis of private initiatives. However, a lot of questions have been raised on the

suitability of leaving the operation of the economy entirely to private enterprise.

It is difficult to clearly define the differences in the basic roles of govern-
ment enterprise and private enterprise in the railway business today. Quite a
lot of people argue that the management of railways be left to the private
sector as that will deal with the inconveniences which passengers encounter
with public railways. Furthermore, they argue that even if, there will be
problems with the process of privatization of the JNR, that should not be an
unsurmountable obstacle. If a major problem arises, part of the railway business
could be separated and renationalized. However, some people believe that the
original rationale for the nationalization of railways, that is, the need to
establish the foundation for the railway business, and its strategic and military
significance, is untenable today.

On the whole, the people opposing the privatization of JNR are, approx-
imately 10% of the population. They argue that it is necessary to maintain
the present status of the railway system as that will facilitate national planning
of land, and its fair distribution. Some of those opposing privatization argue that
we cannot allow market forces alone to determine the operation of the railway
business, especially as private railways may not cope with the kind of demand
imposed on them by the public. Furthermore, they argue that public railways

should be maintained as this would enable the constant comparison of the
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Discussions on Reform of the JNR

Hiroshi Kato, Keio Univ.

(1) Discussions on the reform of JNR.

The discussions on the reform of JNR has spread from academic forums
to the public in general. The mass media has become an important forum
for the expression of views on the JNR reforms. Below are the comments of
the editor of Japan Echo on the JNR reform.’

In the spring of 1981, the Japanese government established a special
commission to study the ways to reduce the scale of government. This commission,
the Special Administrative Research Council, issued its first report in July 1981.
Since then, four sub-committees have been established to study closely, one
of the following issues— (1) the reform of the tax system and other major
administrative policies; (2) the streamlining of the central government’s offices
and civil service system; (3) the rationalization of the division of administra-
tive responsibilities between the central and local governments, and (4) the
reform of various public corporations. The reports of these sub-committees
were released recently, and the Council’s main report is to be submitted to the
Prime Minister at the end of July 1982.

Among the various reforms that are being considered, those of the three
major public corporations in Japan-—the Japan National Railways, the Nippon
Telegraph and Telephone Corporation, and the Japan Tobacco and Salt Corpo-
ration—have attracted the most interest and attention. Of the above corpo-
rations, the reform of the JNR has enjoyed a special attention from the public.

In Europe, the nationalization of public utilities has been undertaken
with socialist thinking as a predominant factor. However, nationalzation in
Japan, especially before the World War II, was motivated by the desire to
make the state prosperous and powerful. The government took over the tobacce
and salt business in order to secure tax revenue, and the telecommunication
and postal services were put under direct government control because of their
importance to national security. Railways started mostly under private business,
but were transfered to the state for reasons of national security. However, a
number of private railways, especially cummuter lines in urban areas, continued
to operate alongside the nationalised railways.

During the pre-war period, the bureaucracy in Japan was highly respe-
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cted. Even though the employees of state enterprises received lower pay than
their private-sector counterparts, they took pride in being public officials and
managed their enterprises very effectively. This spirit of public service con-
tinued into the post-war poried, when the gevernment relinquished direct con-
trol over these enterprises (with the exception of the postal service), in favor
of a state-financed but autonomously managed setups. After the reconstitution
of the various public corporations, the national railways, the telecommunica-
tions business, and the tobacco and salt monopoly operated, apparently, without
a major hitch for a number of years. The JNR in particular benefited from
the cooperation it received from the public. Within a short time, it nutured a
team of brilliant technologist and put into service the first ‘bullet train’ or
shinkansen line.

However during the past 10 years, the JNR has accumulated a deficit
of ¥ 6 trillion and long-term liabilities of ¥ 16 trillion. At the same time,
its employees have noticeably lost morale. One reason for JNR’s financial pro-
blems is the fall in revenue from its passenger and cargo business as other
means of transport, especially motor vehicle transport, have increased in impor-
tance. This is a phenomenon that is common to all the advanced countries.
Another reason for JNR’s problems relate to the ineptitude of its management.
The JNR officials have neglected the issue on streamlining operations and have
failed to establish a system of management that can effectively control the far-
flung divisions of the JNR’s gigantic organization.

To make matters worse, the JNR workers have been un-cooperative
with management. Those who belong to the unions affiliated to the powerful
Sohyo (General Council of Trade Unions of Japan), which advocates a Marxist
ideology of class struggle, have attempted making the workplace a battlefield.
They upset the normal workplace relations between labor and management by
employing confrontational and disruptive tactics. Unfortunately, tha top level
of management has done little to enable workplace supervisors retain their
authority, as they usually prefer to stick to the policy of appeasing the union
leaders. As a result, corruption and lack of discipline by workers have
become rampant. For example, workers are being given allowances and and
other extra payments that they are not entitled to. More seriously, a drunken
engineer drove a diesel locomotive into a standing passenger train in March
1982.

On April 26, the Yomiuri Shinbun published the result of an opinion
poll it undertook of 3,000 people. In the reply to the question, “What is your
impression of JNR workers?”; 52% of the respondants said they thought most
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established after World War II. Thus The Japan Economic Policy Association is
one of the few academic associations for economic study established before the
War in Japan.
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M. Cho (ed.), Analysis of Post~-War Japanese Economic Policy, (1958). K.
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