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AIDE MEMOIRE.

The British oil interests operating in Japan have
represented to His Majesty’s Government that they are
placed in a difficult position by the Development of the
legislation for the control of the petroleum industry in
Japan.

They state that the objects of this legislation are

1.The encouragement of the refining industry
in Japan
2.The holding of stocks of oil in Japan.
01l companies are called upon to submit their sale and
import plans for the period July to December by July
31st next and on the basis of these plans they have to
accumulate and carry stocks by March 31st next.

They have therefore an extremely short period
— until July 3lst — in which to make an important
decision on policy and investment of capital. They must
reach a decision as to whether they will undertake

large expenditure on tanks for storage of oil, and also

great capital outlay.

The foregoing is the substance of the views taken
by the British oil interests concerned. His Majesty’s
Embassy feel that these apprehensions are not without
serious foundation in view of the wide powers of
intervention conferred upon the authorities by the
Petroleum Industry Law of 1934,

They take leave therefore to suggest that in the
interests not only of the British firms but also of the
petroleum industry as a whole the Japanese Govern-
ment should agree to a discussion with the British oil
importers of the position arising out of the new Law,
since, failing a clear interpretation of the meaning of
certain articles and explicit assurances on certain points,
it is hardly possible for the British interests concerned
to reach a decision involving very great expenditure
which might in the future be rendered fruitless.
26th July, 1934.

whether they should build a refinery. They represent
that in both cases they are without information
sufficient to reach a decision. Pending the formation of
an Advisory Committee under the new Petroleum Law
they cannot tell whether they will receive a license to
refine oil in Japan. Similarly, they are faced with the
difficulty of deciding whether the investment of a large
sum in any form is justified since the Law institutes a
system of annual licenses both for importing and
refining and therefore gives them no security as to the
volume of trade that may be expected in future.

The British oil interests represent that they are
anxious to continue their long record of cooperation in
the petroleum business in Japan. They feel willing and
able to cooperate in the carrying out of the present
policy; but they are now called upon under the Law to
make investments which may amount to several mil-
lions of yen at short notice but without any degree of

certainty as to the future on which they can justify a

(EHEMLER1]H0)
British Embassy,
Tokyo.
5th October, 1934.
Aide-Mémoire.

His Majesty’s Ambassador has the honour to refer
to his conversation with the Vice-Minister for Foreign
Affairs on July 26th concerning the anxiety felt by the
British petroleum interests operating in Japan as to
their future position under the Petroleum Industry
Law.

His Majesty's Ambassador learns from the repre-
sentatives of those interests that, although they have
on more than one occasion been courteously received by
the competent authorities, they have not so far been
able to obtain assurances of a nature to relieve their
anxiety or information to enable them to reach a
decision as to their future business policy. Consequently

they have found themselves in the embarrassing position
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of being unable fully to comply with provisions of the
Law which require them to furnish by a fixed date
details of their plans for the year 1935.

In these circumstances His Majesty's Ambassador
begs leave to enquire whether the Japanese Government
have been able to give consideration to the position of
the British petroleum interests as it is affected by the
Petroleum Industry Law and to express on behalf of
His Majesty's Government the hope that it will be
found possible to direct or modify the operation of that
Law in such a way as to relieve them of hardships

which it threatens to impose.

(MR Klor)
GEZANTSCHAP
DER
NEDERLANDEN,
NO.
AIDE MEMOIRE.

ing and refining, in consequence of which no security is
given as to the volume of trade that may be expected in
the future.

3. The encouragement by the law of the refining
Industry in Japan, a policy which is detrimental to the
refining industries which are carried on at the points of
production of crude oil and with which Netherlands
interests are specially concerned. The Netherlands oil
interests state that notwithstanding the disadvantages
following the uneconomical effects of refining in the
consuming country instead of at the point of crude oil
production, they are willing to consider the erection of
a refining plant in Japan but so far they have not been
able to ascertain if a license to refine oil in Japan will
be granted to them and if so whether they will enjoy
the same treatment as the Japanese companies.

4. The regulation that prices will be fixed by the
Government which can compel the oil companies to sell

their stocks and to continue to import and sell accord-

The Bataafsche Petroleum Company which is operat-
ing in Japan through the Rising Sun Company has
pointed out to the Netherlands Government the very
difficult position in which the Netherlands oil interests
in Japan are placed by the new regulations of the
Petroleum Industry law of March 27, 1934 and the
Imperial ordinances therewith connected.

As has been represented on several occasions by the
“Rising Sun”Company to the Minister of Communi-
cations they consider several of the above mentioned
regulations to be of a very detrimental nature to their
business and hard to comply with. The most outstand-
ing of these are the following;

1. The requirement of holding a six months' stock
of various petroleum products in the interest of the
Japanese Government, which involves a considerable
outlay of capital, whilst no security beyond one year is
given for the required investments.

2. The system of annual licences both for import-

ing to their import program, (which they have to submit
at fixed periods) at a price fixed by the Government.

The Netherlands oil interests represent that they
are anxious to continue their long record of cooperation
in the petroleum business in Japan but in view of the
investments which they are now called upon to make
under the Petroleum Industries Law they feel it impos-
sible to come to a decision before knowing fully the
conditions under which they will be allowed to carry on
their future trade.

They highly appreciate the explanations which the
Minister of Communications has so far tendered them
but unfortunately these do not yet give them the neces-
sary enlightenment about the future conditions of their
trade.

The Netherlands Government, which is closely fol-
lowing the developments of the oil trade in Japan, fully
understands the difficult position in which the Nether-

lands oil interests are placed and the apprehension they

468

469



BEAE E o BRERIE

+

feel for their future trade in view of the extensive
powers conferred on the Government by the Petroleum
Industry Law of 1934. In consideration of the very im-
portant Netherlands interests which are at stake, the
Netherlands Legation, acting under instructions of its
Government, takes leave to approach the Japanese
Government with the request to consider means to
remedy the detrimental causes which render it extreme-
ly difficult for the Netherlands oil interests to reach a
decision which is bound to involve great expenditure for
which at present no sufficient security is given.
September 18th. 1934.

(EMEHTIR Hoie)

1. The American Government has noted the enact-
ment by the Japanese Government of a law(Law. No.26
of March 27, 1934) for the control of the petroleum
industry in Japan and, in view of the substantial

participation of American interests in that industry, it

funds necessary for the operation of those enterprises.
Accordingly it is felt that subjection of their enter-
prises to such conditions and the meeting by the com-
panies of such requirements would be tantamount to a
laying upon the companies of special burdens the effect
of which would be a contribution to a national objective
of Japan at heavy cost to the American enterprises con-
cerned but with no advantage or compensation to the
enterprises themselves.

3. In view of the destructive effect which applica-
tion of certain provisions of the law would presumably
have upon legitimate and established interests develop-
ed over a period of many years by American enterprises
in response to economic needs of the Japanese people,
the American Government express the hope that the
Japaness Government will see its way clear to avoid
subjecting American petroleum interests in Japan to
the unusual hazards and the burdensome restrictions

upon the normal conduct of business which are appar-

is moved in all friendliness to invite the attention of the
Japanese Government to the disabilities which the law
under reference threatens to impose upon American
petroleum interests in Japan.

2. The American firms concerned are convinced
that if as a condition to continuation of their business
in Japan they are to be required to install enquipment
and maintain stocks of oil and oil products in excess of
their ordinary commercial requirements; if the required
stocks are to be subject to purchase by the Japanese
Government at a price to be fixed by that Government;
if there is likelihood or possibility that quotas will be
preseribed regardless of the amount of business done in
the past by firms that may be affected; and if there is
likelihood or possibility that quotas may subsequently
be raised or be lowered at will; - these firms would not
be able to formulate long term plans for the reasonable
safeguarding of their enterprises in Japan and would

find it impossible to invest with any sense of security

ently implicit in the law under reference.
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