
 I am Hiroyuki Fukunaga, Director General of Railway Operations Headquarters. 

 I will talk about the railway of the future while discussing the characteristics of our 
railway business. 

 Please turn to the next slide.



 To begin, I will discuss conditions in the railway business for JR Kyushu. 

 Shrinking population is a serious national problem and a problem in Kyushu, with the 
exception of a few cities such as Fukuoka City. As highways are constructed, train 
services are facing more competition for market share with private cars and highway 
bus services. 

 Please turn to the next slide.



 Our railway business has been unprofitable for many years after the national railways 
were broken up and privatized in 1987. However, operations became profitable with 
the full opening of the Kyushu Shinkansen and after the booking of impairment losses 
on fixed assets in 2016. Before the pandemic, railway revenue from passenger 
transportation had increased to around ¥150.0 billion. 

 After booking impairment losses, JR Kyushu has spent ¥25.0-30.0 billion annually on 
capital investments, and depreciation has tended to rise by about ¥1.0-2.0 billion 
annually. 

 Please turn to the next slide.



 In this challenging business environment and given the characteristics of the business, 
JR Kyushu has worked to improve income and expenditures in the railway business. 

 For example, JR Kyushu has worked to increase revenue by proactively shifting toward 
an online reservation system while increasing and accelerating intercity transportation 
services. We have reduce costs by steadily reducing the ratio of personnel costs to 
revenues through more efficient business operations, as a result of slimming down 
station systems and adopting single-person operations. 

 Please turn to the next slide.



 Due to the pandemic, these initiatives completely changed as the dependence of the 
railway business on the flow of people and its high fixed cost ratio was laid bare. In 
order to continue offering railway business in the post-pandemic, we had to quickly 
reduce fixed costs. 

 Therefore, we implemented structural reforms in a short period, reducing fixed costs 
with business process re-engineering (BPR). Our objective is to reduce costs by ¥14.0 
billion, which is equivalent to about 10% of operating costs in the railway business in 
the fiscal year ended March 31, 2020. 

 The characteristics of BPR focuses on reforming without exceptions, making quick 
considerations and decisions, and taking ownership. Based on an objective 
quantitative analysis, we have repeatedly reviewed systemic barriers and rules, and 
management made a commitment to making decisions in short order to devise a 
restructuring plan. We internally collected more than 4,000 ideas about reforms, and 
worked in unison as a Group to tackle these issues. 

 Please turn to slide 7.





 Over a period of about two and a half years since the launch of this project, we expect 
to achieve, this fiscal year, our target for a ¥14.0 billion boost from BPR. 

 In the fiscal year ending March 31, 2025, the final year of our medium-term business 
plan, JR Kyushu targets operating revenue of ¥159.0 billion and operating income of 
¥16.5 billion, even though railway transportation revenues are unlikely to return to 
pre-pandemic levels. 

 However, we have not given up on efforts to improve income and expenditures in the 
railway business. 

 Please turn to the next slide.



 Starting with the slimmed down railway business that resulted from BPR, JR Kyushu 
launched the Future Railway Project this spring with the aim of creating the “future of 
railways” that is a driving force in city-building in Kyushu. 

 Under the Future Railway Project, we aim to improve income and expenditures by the 
fiscal year ending March 31, 2025, during the current medium-term business plan, 
and then with an eye on the fiscal year ending March 31, 2031. 

 Please turn to the next slide.



 The objective of the Future Railway Project is both defensive and offensive, as it is 
necessary to build a management foundation that can handle an increase in 
depreciation. On the defensive side, we aim to prepare for risks in the external 
environment, such as pandemics and major natural disasters. On the offensive side, 
we intend to build a foundation that allows us to invest heavily in future growth while 
improving safety and services. 

 We are clarifying the difference between BPR and the Future Railway Project, such as 
forming new cross-functional teams, charting a growth strategy for the medium to 
long term, and taking steps to improve income and expenditures by earning revenues 
and investing. 

 Please turn to the next slide.



 The Future Railway Project consists of nine cross-functional teams that explore cross-
organizational initiatives. In addition to a team specializing in the railway business, we 
are also working broadly in collaboration with Group companies and back offices.

 Next, I will introduce six major initiatives. Please turn to the next slide.



 On the topic of future earnings methods for railway operations, we are examining 
ways to increase revenue and optimize station operations. 

 While refining past measures, we will take fresh steps to acquire new customers, 
encourage repeat customers, and set prices at appropriate levels, with the objective of 
maximizing the lifetime value of customers. 

 Please turn to the next slide.



 On the topic of future earnings methods for areas near railways, we will examine ways 
to generate new value through a combination of open innovation and our strengths in 
railway operations. 

 Our core strategies entail energy & the environment and social infrastructure. We will 
create growth strategies while coordinating with Group companies and external 
partners. 

 Please turn to the next slide.



 On the topic of future transportation systems, we will examine ways to provide flexible 
transportation capacity to meet demand and expand self-driving trains. 

 We aim to create a framework for transportation services able to flexibly change 
schedules in response to changes in demand and satisfy customers. We will also 
expand areas for self-driving trains with drivers or attendants other than drivers. 

 Please turn to the next slide.



 Regarding the future of maintenance, we will introduce technologies for understanding 
and analyzing data in more detail about the status of rolling stock and facilities, in an 
effort to minimize maintenance costs over their entire lifecycle. 

 As inspections and surveillance currently being conducted with personnel are replaced 
by machinery and AI systems, we anticipate improvements in productivity and safety. 

 Please turn to the next slide.



 On the topic of future facilities, we aim to optimize railway assets, including stations, 
operating facilities and business facilities. 

 We aim to slim down railway operations while maximizing the use of technologies in 
wireless, next-generation energy fields and digital platforms. 

 Please turn to the next slide.



 Lastly, on the topic of future management of revenue and expenditures, we aim to 
engage in management accounting customized to railway operations, while referring 
to Kyocera Corporation’s “amoeba management”

 Our aim for all employees in railway operations is to improve income and expenditures 
and develop human resources while visualizing income and expenditures on the front 
lines. 

 Please turn to the next slide.



 Based on these initiatives, JR Kyushu’s vision for the Future Railway Project is to attain 
a self-sustaining management base and virtuous cycle of growth.

 By being a railway that is flexible and responsive to change, and a lean and highly 
productive railway as its foundation for safety and services, JR Kyushu is keen to build 
a self-sustaining management base that generates sustainable profits, and increase 
employee engagement by invest in growth and human resources. We believe this will 
lead to improvement in the value we provide and better meet the expectations of all 
stakeholders, including customers and local communities. JR Kyushu will contribute to 
sustainable development by creating a virtuous cycle for the future. 

 This concludes my presentation. Thank you for your attention.


