CASE STUDY 4

Japan Airlines: Human Formation as
Organisational Renewal

Kazuo Inamori and the translation of lifelong philosophy into leadership,
organisational systems and capability

Summary

Japan Airlines illustrates how capabilities cultivated through a leader's philosophical and spiritual
formation can be translated into a shared organisational discipline. Following JAL's 2010 bankruptcy,
Kazuo Inamori introduced a management philosophy centred on altruism, humility, right judgement,
employee growth, customer service and social contribution, alongside structural and financial reforms.

The case does not show that Buddhism or philosophy alone produced JAL's turnaround. Structural reform, cost control,
organisational redesign and profitability management were also essential. It shows how deeply formed convictions can
become organisational capability when they are converted into common decision criteria, leadership expectations,
repeated education and accountable management practice.

The organisational challenge

Japan Airlines entered bankruptcy reorganisation in January 2010. At the Japanese government's
request, Kazuo Inamori became chairman and led a restructuring that combined operational reform with
a deliberate effort to change how employees understood the organisation, their responsibilities and the
purpose of management.

JAL returned to the stock exchange in September 2012, two years and seven months after being
delisted. Inamori did not approach the challenge solely as a financial or technical restructuring. He
argued that the organisation also required a transformation of mindset.

The formative source

Inamori's management philosophy emerged from sustained reflection on a deceptively simple question:
"What is right as a human being?"

His thought drew on spiritual and philosophical commitments that emphasised:

altruism
humility
sincerity
courage
fairness

disciplined effort
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compassion for others
service beyond self-interest

Inamori taught that decisions should be made with an altruistic rather than self-centred mind and that
business should seek the wellbeing of all parties, not merely immediate private advantage. For this
Board Paper, the relevant point is not the precise religious classification of every element in his
philosophy. It is that Inamori arrived at JAL with human capabilities formed and practised over decades,
then translated them into organisational language and systems.

Translating personal philosophy into organisational systems

Inamori made the material and intellectual growth of employees central to the renewed organisation. He
described JAL as existing not simply for shareholders or management, but for the development of its
employees, service to customers and contribution to society.

The resulting JAL Philosophy established common principles for judgement and action, including:

doing what is right as a human being
being humble and honest

leading by example

putting oneself in the customer's position
pursuing profit fairly

maintaining courage

uniting around shared purpose
improving continuously

JAL describes this philosophy as a shared mindset that aligns employees' judgements and actions with
service, corporate value and contribution to society. Crucially, the philosophy was not left as a
statement. JAL instituted philosophy education across functions, including flight operations, cabin
services, maintenance, airports and sales. Workplace facilitators helped employees apply common
principles to everyday decisions.

In parallel, Inamori clarified organisational responsibility and introduced divisional profitability
management. The case therefore combines human formation with operational accountability, not values
in place of commercial discipline.

The Overlooked Source of Human Capability | Supporting Case Study 20f3



Capability pathway
FORMATION Altruism, humility, service, courage, disciplined effort and right judgement.

LEADERSHIP Employee growth, shared purpose, leading by example and responsibility beyond
TRANSLATION self-interest.

ORGANISATIONAL Common decision criteria, philosophy education, workplace facilitators, clearer
SYSTEMS accountability and divisional profitability management.

ORGANISATIONAL Greater alignment, customer orientation, shared responsibility and disciplined practice.
CAPABILITY

Why this matters to Boards

The JAL case suggests that organisations do not generate all the capabilities they need internally.
Leaders and employees bring deeply formed convictions into the workplace, but those convictions
become organisationally significant only when leadership translates them into:

shared language
observable behaviour
decision criteria
education
management systems

accountability

Board lesson

Capabilities cultivated through religion, belief or life philosophy can contribute to
organisational strength when leaders translate them into shared principles, repeated
practice and accountable systems.

Important qualification

JAL's renewal should not be attributed to philosophy alone. Bankruptcy restructuring, cost control,
organisational redesign and profitability management were essential. The distinctive lesson is that
Inamori treated mindset formation and management reform as mutually reinforcing, rather than
competing explanations for performance.

Selected sources
« Japan Airlines, JAL Philosophy and corporate conduct materials.
¢ Kyocera, Kazuo Inamori philosophy and leadership archive.

* Public accounts of the 2010-2012 Japan Airlines restructuring and relisting.
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