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Financing Schemes to Construct Railroads in Japan
by
Nobuo Takahashi

Graduate School of Economics, University of Tokyo

Abstract

The failure of Japan National Railways (JNR) was caused by some factors, that is
the competitive disadvantage in transportation, the increased high labor costs, the financial
failure, and so on. In this paper, we focus on the financing schemes to construct railroads
that brought on JNR’s financial failure with the snowballed debt. We show the financing
schemes especially to construct subways in Tokyo Metropolitan Area that mix government
investment and loans.

In many cases, the railroad companies had drawn funds from the central and local
governments to pay partially the operation costs only after opening for traffic. But huge
amounts of money are spent on the railroad construction, and railroad companies had
accumulated enormous debts through the construction before opening. The principal is so
large that these companies must spend most of their earnings simply on the interest and that
it is difficult to reduce the large principal of the loan. Some railroad companies such as
JNR must renew their loans and they are groaning under the burden of their loans.

If the central and local governments invest the funds intensively in the early stage
of construction, then railroad companies can construct the railroads without raising a large
loan to be expended. Under this scheme the total expenditure of the railroad companies
would be reduced by almost half at high interest rate. These phenomena are induced by
the fact that to build and operate railroad is to struggle against interest. In fact, JR-East, a
lineal successor to JNR, struggles against long-term interest rates. In this industry, it is
critical in deciding the plan to formulate and establish a practical scheme to raise long-term

low-interest money before railroad construction.
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2R ITERFEMDNF S PIZH > TS X, AAA BALE SO T OE & OFIE D i
EEKRT DRI H B (HARMNBEERE > 5 —, 1998, ch2). LT, 1998CFEEL 10)
£ 10 A 16 HEYE. R&I DM ITHIOEE 4 FOEOFIE DX, £1O0DX DT/
TNEZDTH S,

# 9. R&I D AAA K4HE & OTRIERIE D B2 GRFERK 3 )

R&I ¥4 1F AAA RALE & OFERIE D K2

19974 6 H30H | 19974 12 H29H | 19984£ 10 H 16 H
AA +0.104% +0.264% +0.376%
A +0.346% +0.621% +0.928%
BBB +0.956% +1.485% +1.797%

(AN B A R EERE > 4 —(1998, p.62, K 2-4)

F 1 0. R&I DALEHATFHIFERIE D (1998 4F 10 H 16 HEE, HREF4EK 4 4F)

R&I ¥ {sH 1 SRR FER| | D
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