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BNCLOSUREZ(I).

béegan ponsideratidnﬁor'aaliguid”ruelﬁpo;ipybinﬁl923,V*
:1933whan ytical:liquid fueliprogram’ was. estab-
d-to synthetic: oil7inthis: program, it’ was.decided to’ aid
w-tedperature coal oarbonization:industry, and ‘to.increase
shale:oil:at FUSHUN:in:-Manchurias: .o ive Lo :

the: Governmen .established subsidies’ for-low-temperature carboniza-
tion’of coal, -but.this industry still did not become active. “In.July, 1936,
the;gofernﬁent'established,arnewsp:ogram;.tolbe'made-eftective»in'1937;f-In .
this-policy they dncluded the following:items concerning. synthetic-oil, intend-
‘ed-to :assist .the petroleum-substitutes fuel industrys: ....i-w = '° = . :

In 1934,

'léaf,Iﬁétitution of léﬁsnand rééulationsjtg_encouragé'thé'petroiedﬁ subs~
titutes dndustry. - 0o it e e

‘2. Institution of payments for losses in coal-liquefactfon, Fischer-..
,Tropschgaynthqsis, and lpw-tempe:aturelgarbonizationlor coal industries.
'3:;ﬂiCarryiig ;nfo”effect.ény~other measures to aid security and promo-
;tion of this industry,. - .. ~.7 Lo LT . .
e ¥ e e TR e e e e S
A'seven-year synthetid oil plan was drafted to incorporate these items
‘and -the Synthetic. 011 Produotion Industry Law and Imperial Fuel Develop-
ment . Compeny: Iaw were instituted:in: August, 1937 to accomplish this plan.
The Synthetic 01l Production Industry Law was enforced from January, 1938
and the Imperinl Fuel Development Company Law from September, 1937. :

II, SEVEN-YEAR PLAN. FOR SYNTHETIC OIL

This plan was drafted to prodice annually 1,000,000 kilolitors each of gaso-
‘1ine. and fuel oil from synthetic oil by 1943 in Japan and Manchuria. Tho
quantities produced more expected tn supply halfof the civillian demands in
1943, snd, of this amount, 500,000 kiloliters were expected to be produced in
Manchuria,. Manufaoturing processes wers, (1) direct coal liquefaction, (2)
Fisoher-Tropsch Synthesis and (3) low-temporature carbonization of oosl. Raw
matericls were coal, lignite, ond natural gas, The program of plaant ereotion
was as follows: 10 units for h{drogenation of coal fca oity of each unit,
100,000 kiloliters per year), 1 Yisoher-Tropsch units (capacity of each unit,
500,000 kiloliters por year), and 66 low=-temperature garbonization units
{(capacity of each unit, 100,000 tons of coal per year). The total reocuirezent
of funds was expeoted to be 750,000,000 yen, distributed as followa: 360,000,
000 yen for hydrogenation, 121 600.000 yen -for Pischer-~-Tropsch 115,500,000 yen
for low-teaparature onrbonlzaticn,-nnd for the expense of coal field dovelop-
@sate, 15 yen per ton of output. 50,000,000 yea of the 750,000,000 bad
nlrou&y bean invested in plants of this type. - -

IIX. SYUTHETIC OIL PRODUCTION INDUSTRY LAW

This law iaj onrurcéd sinoce January, 1938, in Japen proper, Korea, Sakhalln
and Yorsosa. The zain object of thio law'was to proteot and help the synthe-
ftigaollwladgptry;tozbooo-p~rirnnsuogboblith.a»au;qniokly;-twpo;n ble,. -

At first, tho plants to which this law wao epplied were as follows: (1) Hydro-

genation plants, whose ruw matoriuls wore cosl, ligaite, and tor, and whose

produoling a;gno‘tios?uurowoyar 10,000 kiloliters per year. (2) fetrolous
thesie (Fisoher-Tropsoh) plants, whose produning cspsoities were over 10,-
xiloliters pesr. yoar- ’
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‘{3) Low-temperature. carbonization plants; processing either:coal’or ilignite,
and- which processed more. than 100,000 tons of:coal:per: year. In 1941 ‘the i
government: abolished this limit for raw materials and:products’and:amended its.

~'policy-'80-as’to-include;any plant whioch:produced :fusl. oil;  lubricants:or:-any.
crude -0il whose main ‘components’ were hydrocarbons;: from eny Taw:materials: .
except. natural petroleum,: ~All plants were included which: had:a 'capacity:of
more. than 1,000 kiloliters per year ‘productionm ot ‘aviation gasoline blending
stock and- lubricants. For any other oil products the minimum capacity remain-
ed at 10,000 kiloliters per year. : ’ A I P R A e .

.These ‘companies were to be exempted from income tax; profit-tax, local.tax, -
-and -import duty for necessary machines or appliances. . The privilege of apply-
-ing the land expropriation law for plant erection was given to these companies.:
At firat; "this-law provided thet the government would deliver a bonus for ...
synthetic o0il produced, but in 1942 this practice was abolished., From that
time onward, the government substituted the policy of establishing prices
which insured manufacturers of synthetic products a tair profit only. N

IV. IMPERTAL FUEL DEVELOPMENT COMPAdY LAW =~ -

This law was passed in August, 1937, and went into effect’.in September. - It -
was revised in 1940, 1941, and 1942. The Imperial Fuel Development Company,
itd, was established in January, 1938 to administer this law, some of whose
provisions were as follows: ~ - . T s s

Art. Y. . The Imperial Fueél Development Company shall pake it their ob- '
Jectito transact all business which will promote .synthetic oil pro-
duction. ) o L . BN

Art. 2., The Imperial Fuel Development Company shall have a capitaliza-
tion of 100,000,000 yen, half of whioch is supplied by the govern-
ment. The company can increase the capitalization when approved by
the goverament. l:‘{(':aua!.m.u.zation was inoreased to 250,000,000 yea by
the end of the war,) ) T :

Art. 10. The president and vioce-presideant shall de appointed dy the
government and their term of office shall be five years.

Art. 12. ‘The Iaperial Fuel Dsvelopment Coampany shall finance synthetic
o0il enterprises. They may manufacture or sell synthetio oils, etc.,
or managé other dbusiness necessary for proaoting syathetic oii pro~
duotion, when peramitted by the goveranment.

Art. 13. The Iaperial Fuel Developaent Compeny ocan issue debentures up
to an asmount equal to {lvo times their paid-up capital.

Art. 15. The goveranment guarantees the return of the face value of lhqu-n
and the payment of interest. .

Art, 20. The Governpent supervises the dusiness of tho: Iaperial Fuel
« - Developaeat Company. V- B ot fniatio e st

‘Art.-30.: The Isperisl Fuel Devslopmseat-Company-shall-not-be-obliged-to -
pay dividends on shares hola dy the goverament unless the‘asount of
their annual E:ont. roaches six per oeat of the value of paid-up
Wbaros not hela by the governmsat. Should the annual prorit orf the

- Imperial’ Fiusl Deévelopssat Coapany fail to reach four per veat of the
valus of paid-up shares (exdluding goverament holdings) in the first
three years of their existence, and aix fu oent in the following
seven years, the government shall sudbsidize the difference so that
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_81vidends may reach’the’ above-me loned ‘percentage:.

Art. 32, The Imperisl Fuel Development Company shall be axempted from
i corporatio isiness taxation'in the ‘flirst vear -or their exis-

" tenge, end 'in‘the:following:ten‘years.
V.. ' GOVERNMENT SUESIDIRS 0y

1

In Table I(I),:the:column headed "Estimated Subsidy™irefers to the.amount of
money - the government esvimated would be paid out 'in subsidies if the proposed
gyathetic ‘fuel program produced in accordsnce with expectations. The coiumn
headed "Actual “Amount Paid" 1s self-explanatory. Ten yen per ton of tar was
paid in Japan proper, and two yen per ton of coal processed in Sakhalin. -This
agreement continued ‘in effect until' 1937. o o o
At -the ‘end of each year, after the Synthetic 0il Produotion Law went into ef-
fTect 1n 1938, the government determined the amount paid out in subsidies to
synthetic oll manufasturers-in Japan proper. In Table II(I), all synthetic
0il produced has been divided into 2 categories (1) gasoline end (2 allvother
-synthetic products combined. The unit of production to which the subsidy
applies "is not specified. = SR ’ o o -

The praotice of subsidizing production was abolished in 1942 when the govern-
ment initiated-the pollioy or rixing the prices of synthetis oil products. At
these rixed prices (whloh included suituble profit), the Sekiyu Kyohan Com-

- ‘pany, Ltd. bought the products from synthetic oil companies and pooled them
with natural petroleum products bought-from refining companies. The purchase
price was based on production.cost. The production cost of synthetic oil and
tg;(giioo at -which the pooled materisl was distributed is presented in Table!
I . . .

The annual Government susidies paid through the Imperial Fuei Development. Com-
pany were as follows (yen):

1937

1938 e veesees. 878,387
1939 e veeeess 1,938,000
1940 .ee veeeeneees 2,625,057

.es ceseccseesss b,086,052
seevecsseiessessescstescesnvens by050,650
treeseccacencesascnsasennnennuens 76970335
cesetericrtctascnctasssrecsssncscscassnnses 8,519,288

VI. CONSTRUCTION arD PRODUCTION

[
E
& o & & & o 2

In 1937, when the governaeat began the seoven year synthetic oil plan, there
were five plants in operation, one on shale oil, and.four on low-tearerature
oarbonization. Thres plants were under construction i{n Japan and Manohurias,
two of these belng for coal ogenation, and one for the Visoher-Tropsoh
syathesis, The next year, 1938, six additional plants were pliced under cone
struotion, and in 1939, six sore. The seven-year plen for synthetso oil did
not Progress successs s bBowever. At ths sod of 1940, the governsent

“planned to-limit the synthetlo-oil-expenalen program to plants already ested<

ished, However, after 194l, progress in erection was vory siow because of

material shortages and therefore uotion of synthetic oll oould aot aeet

. the goverament objective. In 19 Japan odbtained pstroleua from the Zast

“Indies, But the aonrmnt‘duuro& that the synthetio oil industry stould de
oontinued under the same polioy and ocompleted es rapidly as possidle, Ao-
tually, ereotion of L8 was very siow and production was very ssall. Thus,
the Japanese synthetic oil production was pot sudcessful at the ead of the
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“war. ' Almost: no’ ‘aviation’:gdsoline’wa

since 1937 was as follows (KL -’lubricent:fro

“ilexeludes’
excludes’
excludes:
excludes’
. excludes Man :
1945 - 29,351 excludes Manchuria

In 1945, seven synthetic oil piants in Japan were bombed, three .of which.re- ..
ceived heavy damage. -All séven plants ceased production and had ‘not ‘been‘able’
_to-resume -operation by the. end of the war. . After the war,;-production oL 8yn~ -
thetic oil was limited by. coal shortages. - .. .= .. .~ . G B e i

In December, 1945, the government abolished the synthetic:oil production-indus-
~try—law-and-declared.that they .would not help such an expensive industry-in .-
the future. The government decided that the Ube Works:and Taklikawa Works would®
in ‘the future produce sulfate of ammonia with synthetlc oil:produced as a-by- °
product.  Two . plants, the Kiike Works and the Wakamatsu Yorks, would:. produge..:
synthetic. oil only.
Table IV( S

gl " fIhe present 0il capacity of these plants is as shown in.
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1!;1;-9'-‘,'-5005 - foeii
505,300 -165,556
552,000 :287,092
517,300 _bs53202
. Table II(I): . °
S!NTHEDIC OII. ERODUCRD ‘m)
. .:.Prooes. e B | Gasoline - Other 04l
S R ogozintion
1938 Hachor-l‘rop-oh : o ’
1. Low-Temp. Carbonization 43.88 17.20
i Hydrogenation 77.00 34.00
1939 Fischer-Tropsch 66.00 47.00
’ Low-Tenp. Carbonization 47.00 18.00
Hydrogenation 72,00 24,00
1940 Fischer-Tropsch 60,00 50.00
B Low-Temp, Carbonization 39.00 13.00
Hydrogenation 72,00 24.00
1941 rxuhu-rroploh 60.00 50.00
) lnw-‘ronp. Cardonization .39.00 13.00
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T Tnble III(I) y
PRODUGTION -COSTS & RETAIL
* PRICE OF SYNTHETIC'OIL: "
DOEREC Rt SRR B Production :Cost : s~ 0fficial -
Type of Product =~ Process or Synthetic 011 Retail Prices.
. L : B RS (Yen/kl) (Yen/kl)
|aviation Gasoline | - Hydro. 600 v Lbly
| Motor ‘Gasolife L0007 -:307
Gas 041 A - 1| * | Hydro & © 230 - Ca1s2)
Gas 011 A - 2 L.T.C. 220 ’ 14l
Jcas 011 B ~ 1Y - 340 177
: . Fischer- p
Gas 041 B - 2 v : 330 Jos 167
Gas 011 B - »3} Tropsch 320} _ '157}‘-
{semt=ateserotrl--| [ oo 180 "~ 88
Bunker Fuel O1f . | %+ . 100 . 8Lf-
Table IV(I) -
SYNTHETIC OXL. CAPACITIES
Name of Works Nﬁ&e of Company Process Capacity
. year
Milke . Rippon Jinzo Sekiyu Fisoher-Tropsch . 13,000
Wakamatsu Nissan Bkital Nenryo .T.C. : 21,000
Takikawa Nippon Jinzo Sekiyu Flsohor-rropaob 1L, ,000°
Chisso L.T.C. 10,000 .
Wanishi pon SoLtotau L.T.C. 1,500
Ube oku Nenryo Kogyo L.T.C. [ e
Total - 59,500

® Capaocity uill deorease to 6,000 kl/yoar when lulpnato of eamonia

is produced

** After one yoar glentl ihall be restadlished nnd shall have ocapa-
io {ters per yoar.

city 15,000 ki
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