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Japanese National
Railways (JNR) was
established in 1949 as a
public corporation.
Losses started since
1964. JNR had suffered
from about 10 billion Euro
losses per year in its final
years. JNR had two big
problems of its
organization to fail to
appropriately
accommodate changes of
business environments.

One was a problem wit
public corporation
system.

1. Interferences from
outside

2. Loss of autonomic
management

3. Inappropriate labor-
management
relationship

4. Restrictions with
business realms

The other was a
problem with nationwide
uniform organization.

1. Gigantic organization
beyond limit of business
management

2. Uniform business
operation

3. Unsound dependence
relationship

4. Lack of sense of
competition
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Japan has a history
in which private
railways with
vertically integrated
structure have been
operated on a
commercial basis.
They keep
autonomous
management free
from affects of the
politics and have
various business
activities other than
railways, namely
retail, office, hotel,
and so on.

Successful
management model
of such private
railways was
adopted as a model
for JNR’s reform.

In April 1987, JNR'’s
railway business
was privatized and
divided into six
territorial passenger
railway companies
and one nationwide
freight railway
company.

Six passenger
railway companies,
including JR East,
own railway
infrastructure and
operate trains on
their own lines.
They lease their
railway
infrastructure to a
freight railway
company.

Now, in Japan,
railways are not
“licensed business”
in the sense that
market entry and
supply is based on
the market
economy without
government
intervention. And,
decision and
change of fares
within the price cap
IS possible by prior
notification. In
addition, detailed
technical
specification can be
defined by railway
companies.
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17,1 million passengers/day

13.000 trains/day (approx.)
7.474,2 km of lines

21,2 billion Euro operating
revenue (consolidated)

2,78 billion Euro net income
(consolidated)

59.000 employees (approx.)

(fiscal year ending 31 March 2015,€1 = yen130)
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|
JR East is a private, dividend paying, company

No shares held by

No increase in
fares and charges,

ever (except the
consumption tax

increase)

the Government of No subsidies from
Japan (approx. 30% of B central or local

the shares owned by governments
foreign institutional

No red accounts,
ever

investors)

No track access
(Possible to lease

infrastructure t0  Eummmmee
other operators on
commercial basis)

No PSO No unbundling
(Train operator

No limitation on

(Public Service and Infrastructure non-fare business

Obligation) manager)

Others (9%) “——————— Transportation

Shopping centers and <€ —————————— (67%)
office buildings (9%)

Station Space Utilization (14%) <=

Total Revenue
Non- € 21,2 billion
Transportation (33%)
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Monorall Services

Transportation Travel Agency Services
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Restaurants Shopping Centers Offices
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Publishing Non-Ufe Insurance Services

Lelsure Business

Advertising and Publicity

Nursing Care Services  Housing Development and Sales Trading Services
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Car Rental

Parsonnel-related Services

Rallcar Manufacturing

JA-EAST
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Suica (Super Urban Intelligent Card) is a smart card with prepaid fare collection

system.
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Integration of Suica and Credit card
Viewcard Co., Ltd., JR East subsidiary company, issues credit cards

4.66 million View Suica Cards have been issued since 2003

Value can be charged to Suica by Credit card
The charge can be done by ATM, PC and Automatic charge function

View Suica Card
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View Suica Card with commuter
pass function

PC at home ATM at railway stations
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I 3-2 Automatic charge function

No worry about the balance of charged value
No bothersome of charging value to Suica

The number of Suica that sets automatic charge function is 2,5 million

| would like to conclude that the entrepreneurial freedom enabled JR East

to innovate and invest in such new developments.
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JR-EAST
Our customers expect not only reliable and punctual services but also
seamless and flexible services.
View Suica Card and its Automatic charge function is one of the good
examples to realize seamless and flexible service with cashless and
paperless.

Digitalisation shall be an enabler of seamless and flexible services,
not a supplement to what seems insufficient.

Entrepreneurial freedom is not only a prerequisite for digitalisation but
also the main benefit that disitalisation will bring to the sector.
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