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JAPAN’S RESPONSE TO THE OIL CRISIS

The present oil crisis threatens widespread
changes in the domestic and external affairs
of many countries. The major industrialized
nations are now contemplating a readjustment
of their economies to meet the era of expensive
and scarce oil; the resource-rich developing
countries feel they have a weapon with which
to redress the imbalance between the rich
and poor nations; and strains are now
appearing in international political alliances.
One of the countries likely to be most affected
by this age of uncertainty is Japan—a
nation almost totally dependent on foreign
sources of oil. In response to the changing
environment, those responsible for drafting
Japan’s future oil policies will probably feel
obliged to first resolve important domestic
The debate over

Japan’s oil policies may, therefore, serve as

and foreign policy issues.

a useful signpost indicating the future course
of the Japanese nation.

On the domestic scene, the oil crisis has
brought into sharper focus policy differences
over the future direction of Japan’s social
and economic structure. The “progressives”
advocate a slow down in economic growth
and a restructuring of the economy with
emphasis given to energy-saving, non-pol-
luting, and knowledge-intensive industries.
Such a course, they feel, would mean a

G. W.P. George (Geography)

return to a simpler way of life with a change
over to a truly welfare-oriented society. On
the other hand, more conservative spokesmen
say that the oil crisis will eventually blow
over and Japan can continue to pursue a
policy of high economic growth. If Japan’s
oil policy makers are to make forecasts of
future oil demand they will want to know
which of these two conflicting policies will
be adopted.

The oil policy debate will also highlight
critically important foreign policy issues.
One such issue is whether Japan now feels
that her national interests may best be served
by adopting more independent foreign diplo-
matic and economic policies, or whether she
should continue to work in close harmony
with the other major industrial states (par-
ticularly America).

Japan has, until now, adopted a flexible
oil policy which emphasises cooperation with
the major oil importing and exporting nations,
and good relations with the major internatio-
nal oil companies. However, some influential
government leaders now believe that the
world oil situation has so changed that Japan
should embrace a more independent oil policy.
They may feel that an economically powerful
Japen can partially fill the vacuum left by
the “retreating” international oil companies.
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By taking advantage of the unsettled oil
market Japan may hope to secure an increasing
- percentage of oil imports through direct deals
with the oil producing countries. France
(which appears to have similar ambitions)
has expressed fears that Japan, by offering
economie assistance in the form of technology
and capital goods in exchange for Arab oil,
is already making “serious inroads” into
the Middle East. Those advocating a more
nationalistic oil policy also hope to see greater
government assistance to Japanese oil explo-
ration and development companies, thus
further reducing Japan’s dependence on the
majors for her oil supplies.

Other prominent politicians warn against
the adoption of a nationalistic oil policy, and
favour a more cautious approach. They
point out that direct deals with the oil
producers would further alienate Japan’s
relations with America, a nation with whom
she is linked by important trade and security
ties. Direct purchases of oil would also
damage Japan’s relations with the majors,
which still supply most of Japan’s oil imports.
Moreover, such deals could force up the
price of oil at a time when Japan’s foreign
exchange reserves are in decline. It is also
feared that should a scramble for oil develop,
America, with its privileged access to some
of the major producing nations (e. g. Iran),
would win the race. Neither are they very
optimistic about the chances of Japan sig-
nificantly increasing the percentage of oil
developed by Japanese capital. So far the
exploration and development effort has been
disappointing. It is likely to remain so
unless Japan develops a large vertically
integrated oil company similar in size to one
of the international majors.

Whether or not Japan adopts a more
independent oil policy may hinge upon the

results of the forthcoming American-sponsored
trilateral “energy action group” meeting.
Although Japan was one of the first nations
to accept the American invitation she did so
with some hesitation. She feels there are
limits to the usefulness of cooperation among
Firstly, the oil

importers have different problems. The

oil importing countries.

United States generally favours an anti-Arab
bloc and the continued dominance of the
major oil companies; while Japan, France,
West Germany and Italy generally favour
closer ties with the oil exporting countries.
Secondly, Japan fears the projected meeting
could be viewed by the Arabs as a “ganging
up” by the consumers. (Japan now feels she
has a special relationship with the Arab oil
nations that she must protect.) Thirdly, and
most importantly, there is the legacy of deep
distrust between America and Japan as a
result of other economic and political issues.
Japan, with some justification, doubts Ame-
rican sincerity over the oil sharing issue.
(The United States has—within OECD—in
the past opposed the sharing of her domes-
tically-produced oil.)

Japan’s oil policy makers are, no doubt,
carefully assessing the policies adopted by
West European nations. France has already
made it plain what course of action she
intends to take. Her Foreign Minister,
Michel Jobert, has hinted that the “energy
action group” is a new American bid to rule
the world by energy instead of the dollar.
Japan may well agree and, fearing to become
the “odd man out” in the club of industrial
nations seeking oil, join the scramble for
this precious resource. Before doing so,
however, she will carefully assess the likely
impact of such a move on her relations with
the United States.

Oil could also be an important element
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determining Japan’s relations with other
countries. The oil issue has already confused
the complex web of Japan’s relations with
her two giant neighbours—China and the
Soviet Union. By stating the obvious, Japan
will need to weigh very carefully the foreign
policy implications of any oil deals with
either of these two countries. The oil equation
also heightens Japan’s interest in maintaining
harmonious relations with Indonesia. Not
only does that country provide Japan with a

significant share (13.7 per cent in FY 1972)
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of her total oil imports; but it also lies astride
the oil tanker routes between the Middle:
East and Japan.

For the forseeable future, the interna-
tional oil scene will be full of uncertainties.
This state of affairs, coinciding as it does
with a period of realignments in world
political relationships, presents both oppor-
tunities and dangers to Japan’s oil planners.
How Japan responds to this challenge could
determine the future course of her domestic

and foreign policies.
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