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(i)

The main results are as follows. (i) Governance factors such as ownership by

domestic companies and individual shareholders clearly reduce inefficiency, but industry-level
factors such as regulation and competition increase inefficiency. (ii) In the rail industry, the
cost advantageous vertical structure can be explained by the degree of train density. At smaller
(larger) train density, vertical separation (integration) is best. At medium train density, an
intermediate organization is best. (iii) In the vertical integrated rail companies, Informal
communication is significant for overall coordination, and mechanisms enhancing informal
communication are observed mainly at individual levels. In contrast, mechanisms enhancing formal
communication are observed mainly at the organizational level.
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