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PREFACE

On August 11, 1961, the Task Force Ryukyua was established by tha National
Security Action Memorandum (No, 68) and directed to:

"investigate the extent to which economic and
social conditions contribute to the dissatisfaction
¢f the Ryukyuane, what measures can we undertake
to improve economic and social coniitions, and
what specific steps are needed to make such a
program effective. In earrying out its task the
group will bear in mind the importance to ue of
{a) Okinawa as a military base, (b) continued
friendly relations with Japan, and (c) our
responsibility to the people of the Ryukyus
under the peace treaty with Japan."

The Task Force and Working Group were appoiﬁted in September. After
preparation of initial briefing papers znd subsequent discussions of the
principal issues, the group's terms of reference were detexrmined. On
October 3, the Working Group, led by Mr. Kaufmann, went to Okinawa,
where they wers joined one week later by Mr. Kaysen, Chairman of the Task
Force, and Mr. Brodie of the Working Group,

During its three-week stay in the Islands, the group held discussions
with the High Commissioner; the USCAR staff; the Chief Executive of the
Ryukyus and his staff; committees of the Ryukyu legislature; and with many
private groups reflecting a cross section of the Ielands' life and problems
businessmen, labor organizations, social groups, representatives of farm
and figshery interests, political parties, municipal government leaders.
newspaper editors, and many others. Membexs of the Working Group also visited
the 1slands of Miyako, Ishigaki and Iriomote to the south of Okinawa in

order to look into issues that have arisen in the more remote areas of the

Ryukyus,
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On October 23, Mr. Kaysen and some members of the Working Group weni to
Tokyo for discussions with Ambassador Reischauer and the Embassy staff, and
(nfotnal‘conversaubna with officials of the Japanese Government. Mr. Faygen
taiked with both the Prime Minister and the Minister for Foreign Affairs.

In Washington during the month of November, the Working Group wrote
papers on the major issues. This report draws on them. The Appendix of this
report Lists discussion papers which contain a much longer and more detafled
analysis than is possible in a summary statemeni of this kind. These papers
have been turned over o the appropriate agencfes sf the Department of Defense
and the Department of State. However, they are nut asgreed Task Force documents,
but represent only the individual views of their authurs.

Members of the Task Force and the Working Group were?

Department Task Force Working Gitoup
White House Mr. Carl Kaysen {(Chairman) Mr. John H, Kaufmann
State Mr. John Steeves Mr. Henry Brodie
Succeeded by Mr. Edward E. Rice Mr, Kingdon W. Swayne
Defense _ Mr. Stephen Ailes Brig. Gen. Benjamin F.Evane. Ju

Col. Edward G. Allen
Lt. Col. John D. Sitterson

A.1.D, Mr. John H. Ohly ~ Mr. L. Albert Wilson
Labor Mr. Geostge L.P, Weaver Mr. James D. Hoover
—GONEIDENTTAL
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SUMMARY AND RECOMMENDATIONS

Sunmary

Okinawa is our most important base in the Western Pacific. 1Its value
reflects noc'only the installation and facilities contained therein, but
the fact tﬁnt our use of it is free of the restraints imposed by the
existence of another political authority. Yet, although we have exclusive
administrative authority, our effective cohtrol is in fact conditioned
both by th§ domestic situation in Okinawa and by the reflection of.that
situation in Japan. There is at the moment no immedfiate crisis in our
situation in Okinawa., However, several continuing factoxrs point to the
potentiality of a sharp deterioration and a consequent threat to our
ability to make full and free uase of the base. Prudence dictatas that
we do what is reagonable to minimize this possibility. The costs of so
doing are small in relation to the value of the base.

In the first instance, our ability to continue to use the base fteelf
depends on at least tacit cooperation from the Government of Japan. A
Japanese Government which desired to make our tenure of the Ryukyus so
uncomfortable as to cause us to abandon the bagse rather than maintain the
degree of repression that would be necessary to continue to hold it could
readily do so, except in circumstances of overt war in the Western Pacific,
The present government has no such desire. Indead, its views are quite
the opposite. It welcomes the existence of an American base which contri
butes to its security, without at the same time posing the political
problems for it, which would be created by having the base in Japan. This

government and its likely successors, which we now expect to be of the
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same general outlook. can therefore be expected not to press us in respect
to Okinawa except t o the degree that is made necessary by thelintetnal
political situation in Japen. While the government continues to speak
formally in favor of the return to Japanese administration, it recognizes
that we in fact have no intention of making any such transfer for the
indefinite future, and that {ts position on this matter fa for the

public record only. Should the Socialist party and those further left.
who are opposed to the American military presence in eny form, gain
power in Japan we would find ourselves in a very difficult postition in
Okinawa end what we do along the lines discuesed below would make little
difference to our poaition, This underlines the importsnce of dealing
with the present government in guch & way as to assist it in meeting

the internal political problems that our adminietration of the Ryukyus
causes.

The source of ocur present and pctential problems in the Ryukyus
lies in the fact that the population feels itself to be Japanease. that
basically, with the exception of a amall group of businessmen who
benefit substantially from our presence, there is 2 widespread but not
intense desire to return to Japanese adwinlistration, and a widespread
and much stronger tendency to compare the present situation of the
Ryukyus with what it would be under Japanese administration. These
comparigons contain, of course. many speculative elémentlp and in terms
of general well-being, it is difficult to conclude whether or not the
Ryukyus would be better off if they hed remained part of Japen and

there had been no Americen baszes thera. Tn be sure. the comparison

“SONEIPENT Al
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which is most often present in the minds of articulate Ryukyuanae iz
one which assumea that the American bages rewain., with the ecnnonic
benefits that now they briag, end in addition the ares cnce again
enjoys whatever benefite would accrue fo it as a Japanese prefecture.
Even here the comparison is necesaarily speculative. However, with
vespect to certain easily quantifieble itews in the government sector
such as education. bealth and velfare. and pensions, there are
obvious shortcomings which redound aeverely to our disadvantage. A
minimum requirement for improving the acceptability of our continued
adninistration is the immediste narrowing end eventual elimination of
these differences.

In recent years, the politicai significance cf the real and fancied
economic disadvantages which American aduministration has impored on
the Ryukyuans has been magnified by the public offers of assistance
that have been made by the Government of Japan. Uhile we have accepted
gome assistance, we have rejected much more than we have accepted. The
result has been a kind of competition in promiges between the Govarnment
of Japan and ourselves, a competition which we are clearly unable 2o win
in the way the contest is presently oxrganized. A second condition for
-improvement of our situation is tharefore to organize an agreed sy:utsm
of cooperation which will provide a formal means for Japan to help us to
raise living standards in the Ryukyus. Such an agreement would secve
the political needs of the Japanese Government by making it cleay that
the joint statemea:r of their Prime Minister and President Kennedy on

cooperation in the Ryukyus was being put into effect. It would

Lrs v
ot e s s o e
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sintoime the neceasity for the CRI to press the Japanese through informal
channels for ascgistance; and at the game time it would put the High
Commigsioner {o ¢ vuch bettexr position to restrain such pressures than
he is in now. Finally, within the framework of such an apreement, it
would be possible to accept » much larger volume of aid from the
Japanese than has seemed politicelly tolerable to the High Commileslonex
in the past.

Together, the two steps recommended above would go far in enaing
the iamediate tensions, but unless combined with moves in still a
different ditection, they would in ocur estimetion not go far enaugh.
The thixd dimenaion in which it appears desirable to move is the internal
political one. As was cbserved above, American administration in the
Ryukyus is an alien one, and as such inavitably creatas resentmeats
and frictions. Nothing we do so long as we remain in control of the
Islands car eliminate these entirely. Furthar, the fact of onr baees
and the sizable population of troops and dependenta they entail. all
caoncentrated in a relatively small area of Okinava, woeuld constitute
a source of friction even nnder Japanese administration of the Islands.
Nonetheless, the degree of detail with whizsh we exexcigse our contrel
has a relation to the magnitude and intensity of thias probles. 1t
is our judgment that a stage of evolution in the relatlons betwesn the
Government of the Ryukyus and the U.S. Civil Aduinistration has liaen
reached in which it would be desirable and possible within the con
straints imposed by our security needs to permit a considerable facyoese

in the degree of autonomy for the GR1 in both form and substance
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The GK1, snd articulate Ryukyvans o side the poversment, feel deeply
the presaut detail of control as 2n favasicn of their liberties. [t goes
almost without sayiag chat ultisate amexdcan control must be maintained
and that to this cxtent sode tnvaaion of Ukinawas ltherties will con-
tinue 80 long ay wa maintain the base. It 18 further clear that there
will always be a rbarp difference of opinion between Ryukyusus and
Americang ou the spot as te how much is necessary, but in our judgment,
a8 considersble dimihution in the detail of control could be achieved
without raising a threat to our freedom of action in the military sphere.
Some change fa thie area, tbgethet with the changes guggested above seem
to ue to promiase a sufficient improvement in Ryukyvan attitudes to make
considerably ensfexr our task in maintaining a useful base in Okimawa.

The problens which we have considered sbove are all short-run
problems. 1ln addition to thege, we face in Okinawa » difficult problem
of long-run aconomic development, and cur respansibility fer assisting
the Ryukyuans to achieve more rapid economic growth. The underlying
situation of the Ryukyuan economy is not a favorable one. The most
Llmportant industry is ncw the American base which providas directly and
indirectly about 407 & the Byuvkyuan income. Were we to withdrew the
base, the Rynkyuans would face a desperate crisis. Aside from the sale
of services to the base, the two largest expnrts -- sugar and pineapples --
are both crups which the Ryukyuans sell in a heavlly pratected and gub-
sidiged Japanese market. As governing power we have a particular
responsitility to the Ryukyuan pecple to help develop economic strength

apart from the industries catering to the bese ani to reduce the dependence
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of Ryukyuan agriculture on two subsidized crops. To this end the more
promising aspects of the Ryukyuan economy should ba further supported.
More financial assistance and technical aid is needed to uncourage the
growing and energetic group of Ryukyuan entreprenaurs in agriculture,
fiahing and industry to make bstter use of their limitad natural end
more abundant huwman resources.
Recommandations

The recommendaticns of the Task Force fall inte thrac categories:
(1) U.S. dealinga witl Japar in respect to ths Ryukyus; (2) levels and
types of extornel aid Zor aeconomic and social developmant in the Kyukyus;
and {3) relations betysan tha 1.S, Civil Administration sad the Govern-

rent of the Xyukyu Yel s,

&, To negeiiamte znd sign an agreezemnt with the Japanzse govarnment
providing Japamase saciatance to U.S.-approved pregrens in sconswnie and
social development of tha Ryukyus for an indefinite pexiod of timo; deeig:
nating chennzls of corauvnication and wethods of conperatinm, and catsab-
lishing & specific egiacmant on the level of aid for an initial five~year
period,

B. To establich under the agreement a policy cozmitiee consisting
of the U.S. Ambasgador to Japan and the Jspanrse Foxeign Minister and a
tripartite technical committee consisting of the repxesentatives of the
Civil Adeinistretor a-l the Chief Executive of the Ryukyus, and such officials
as the Government of Jaipan ehall designate,

C. To take vigille steps toward establishing sgsees:nt
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(as well as increasing economic aid) within the next few months, with anrouncements
aade from high levels in both govermments.
(2) External Aid
A, To increase the level and type of aid fo the Ryukyus from both

the United States and Japan and to apply this assistance in programs of (1)
short term effort primarily directed &t quick increase in levels of {ncome
and standards of social security, and (2) longer term effort for economic
development toward self-sufficiency.

1. Short term effort to include:

(a) 1increases in the GRI budgeted program for ¢ retirement
system for teachers ard other GRI employees retroactive to 1952 as well
as increases in their wages; establishment of a health insurance orogrem,
complementary health projects and a program of public welfare assistence.

(b) increase in U.S. Forces' employees pay, berefit and
allowances to provide for a separation/retirement progrsm, increased
fringe and basic wages.

The cost of the program (a) above, which we recommend sharing
with Japan, f8 ~stimated as an initial '$6 mfllion per snnum rlisling to
$10 million in tive yecars plus a one-time grant of $5 wilifen, while the
cost of (b) would soor becore about $3.8 million per ancunm with a one-time
funding of $9.0 millicn,

2, Leng term effori to include:

(a) continued support for the CGRI budget at the current leve! of
approximately $6 million per annum, of which at leesi $1 =illicn would represent
reimbursement for public safety and sanitation, whfle $3 willion should be

utilized for
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regonstruction of typhoon damage, education programs (e.g. teaching of
English, Ryukyu Uhiversity support, etc.), infrastructure development
(e.g. water, irrigation and power).

{b) 4increase the capitalization of the Ryukyuan Development
Loan Corporation (RDLC) by $6 willion per year for five years. with much
of the additional capital being loaned at more favorable terms For develop-
ment purposes.

(¢) increase the capitalization of the Central Bank of the
Conperetives by 34 nillion per year for five yecars. with provisions that
will allow low interest rates being provided for farm and firshing deyelap
ment and other crecit needs. |

The cost of thuse bong term efforts, most of which are
recommended to be shared with the Japanese, are $i6 million per anuum,
These in addition to the short Brm efforts to be shared with the Japanese
total an initial $21 willion per annum rising.to 525 wmillion in five years,
plus a one~time fuiding of $5 million,

It is reconmended that we seek a sharing of the costs of both
short snd long ter: progiems with the Japanese on the basis of the United
States' assumption of about two-thirds of the total. UOn this basls, the
recommended progra~ne would cost the U,.S. sbout $14 miliion invthe fircst
year rising to $21 million in the fifth year. (Without & Japanese
contribution, U,S. spending would rise from an initial $17 million to
$27 million in five years.) In addition, there would zlso be the eniu!

costs of USCAR rising from an initial $1.7 to $2.7 miliion.

—~CONFEDSNREr
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To carry out this recommendation it will be necessary to seek an amendment
to the Price Act (Public Law 86-629) to raise the current limitation on aid ex-
penditures in the Ryukyus from $6 million to $25 million annually, with the pro-
viso that the unexpended balances be carried over to the following year.

In order to promote the better utilization of these additional resources for
economic growth, we recommend that the Civil Administration and the GRI move to:

1. Strengthen the staff of the RDLC and the economic planning capability of
the GRI by hiring of foreign economists, industrial, agricultural and fishing advisors.

2. Allow GRI to borrow for certain restricted self-liquidating purposes.

3. Provide sufficient water snd‘electricity at ressonable rates.

4, Relax present restrictions on foreign, primarily Japanese, investment in
the Ryukyus.

S. Direct U.S. Forces' purchases to stimulate local agriculture, industry and
commerce in the Ryukyus,

To the same end, we recommend that the following steps be taken in Washington:

1. Revise the budgetary procedures for the General Fund to permit greater
flexibility for the High Commissioner.

2. Seek from the Congress a substantial contingency fund for disaster relief
with carry-over provisions.

In addition, as a separate item of aid directed to individual Ryukyuans, we
urge the increased and improved teaching of English both inside and outside the
school system.

(3) Re ) en U.8; Civ nistration and GR1

To improve the internal political situation in the Ryukyus we
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viable relation between it and the United Staies. Examoles of steps
toverd both the form and substance of more autonomy include (a) nomt “ion
lof Chief Executiva by lLeginlature subject to High Cowmissioner's approval.
(b) revising prior coordination of legislation with USCAR, limiting it
only to matters directly affecting the security of bases. sand requiring
the majority party to take responsibility and infitiative in seeking

USCAR approval, (c) increasing criminal jurisdiction of GRI ceurts to
almost all cases where Ryukyuans are defendants, and (d) transferring.
wvhere advisable, USCAR corporations and other functions to GRI.

2. Movement toward less reatrictive policy in the field of civil
rights, such as (a) abolition of prior approval for all pubilications and sub-
stituting registration in its stead, (b) abolition of tihe use of the “long:
fora" to restrict travel to Japan and substitution of a direct denial where
necessary with the possible help of a GRI review procedure as buffer for the
U.S. administration. (c) recission of Ordinance No. 145 requiring U.S.
approval of labor union officials, and (d) revision of Ordinance No. 116
better to fit Ryukyuan conditions.

A final recommendation, somewhat outside this classification. is the
provision of a U.S. immigration quota of 100 per yrar for Ryukyuans asg

long as the Islands remain under U.S. adminis tration.
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| & SENT SITUATION: U,S S _IN THE RYUKYUS

1. Militsrxy lwperative

The Task Force report is based on the assumption that the U.S.

must retain exclusive control over the Ryukyus for an indefinite period
in the future, The lalands are our most important base in the Western
Pacific, and our military strength in the Far East depends heavily on our
remaining there with unfettered control of the base.

U.S. wmilitary contingency plans and U.S..cupport of SEATO military
plans presumes complete freedom of U.S. action in the Ryukyus, including but
not limited to stationing and deploying U.S. military forces to and from
Okinawa, introduction of missiles, storage of special weapons, and using
facilities for the logistics support of operations in the area, In addition
to the extensive Army, Navy, Air Force and Marine 1natollctions on the lslands,
there also are non-military facilities, bases of operation for US!A and other agencies.

2. Threats to the Security of the Base

Starting from this assumption, the Task Force has considered the
factors that might, now and in the future, threaten U.S. control in the

"LxNHNYUI or uufavorably affect our relations with Japan

: In recent years, we have been confronted with a variety of political
iﬁand economic ptoblena in the Ryukyus, centering around the "reversion“ issue,

7 Thts issue in turn has had repercussions in Japen, creating both doneatic

7fand international difficulties for the Governmant of Japan. ln.;bgoe cir-

?i@;ﬁ;;ancot; reassertion of our legal rights in the Ryukyus is no géﬁ:antee

| that these rights can be maintained. Our effective control is conditioned

both by the Ryukyuan political end economic situation and by its reflection
16‘annn. In tha Ryukyus today, there are sources of discontont.that threaten

U.S. interests in Okinawa and in the Far East in genesral.

~GCONEIDENTIAL—
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U.S. military installations cover 75,000 acres in Okinewa, more than
one-fourth of the {sland‘s arssﬂA Thuse, in effect Okinawa is predominantly
a atlitary base. This {8, of course, the reason that the U.5. waintained
jurisdiction over the Ryukyus undar tha T?eoty of Peace with Japsn. Conse-
quently, the Ryukyuveng find themgalvas urder the adminietration of an elien
ﬁtlitary governmant, and cut off from their tratitional asdherence to Japan.
The various sources of dissatisfsction itemning from thie constitute the core
of the veversion issue. First, there e tha purely military aspect. The
Ryukyuans are uneasy because their howe has beav transiormed from e simple
farming community {nto a major military baga and therefore a priue target
in cthe event of war. FRurtherwore; although the hases baa brought a 1ivelihsed
to 50,000 workers snd a depree of prosperity to Southern Okinawa, it.has.
navertbelesa. also brought e larga foreign colony with the vsual attendant
frictions; and it has also reduced the samount of arable land evailablef
These difficulties are inharent in the situaetfon and will not disappear.
Howevar, they increase the uxgancy of attacking those sources of discontent
that we can affect.

Second, many Ryukyuane bslieve that their separation fyrom Japan:
has brought them economic hardship. They point first of all to Japan's
system of s>cial security and health insurance, which hae been deniad them;
and aleso to Japan's rapid pest:-war economic growth and to ths greatar
educational and aconomic opportunities it offexs. Thay also believe thor
U.3. administration has impised certain extra direct and indirsct costs on
GRI that would not exist if the Islands were under Jepenese control.

A third set of grievances that stimulate demends for reveraion

~<SONBLDAFFAL
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sten from ambiguities about the status of the Ryukyuans and the limitations
on their cooperation with Japan. In assuming control  the Ryukyus, the
U.3. effectively took away the Ryukyuans' Japanese citizenship. We offered
them nd citizenship or aggociation with the U.3. or any other country

as & substitute, but only the expectation that at some indef{nite time we
would again let them becume full Japanese citizens. Meanwhile, we restrict
Ryukyuan~Japanese intercourse, thereby denying thewm sufficient opportunity
to build up close ties with Japan, even though we enticipate eventual rxesump-
tion of Japanese juxisdiction.

Furthermore, Ryukyuan resentment of the American occupation and
anticipation of revarsion in the near future have led Ryuliyuan leaderm to
be reluctant to coovperate too closely with the United states adminiztration,
for fear of being considered quislings in the eyes of Japanese and fellow
Ryukyuans.

A fourth group of issues centers on U 3. 1mposed restrictions on
self-government and civil rights. The Ryukyuans are governed by a U.3. High
Comnissioner. We have established a Government of the Ryukyus lslands *GRI)
but its actions are subject to review and veto by the vifice of ths High
Commissioner. Furthermore, U.3. military control has been accowmpanied by
certain restrictions on civil rights, such as limitations on freedom cf
travel, limitations on laber univn organizatiun, and censorabiy. ot putifcariuns.
These factors ﬁ:e‘basic to the zrowing discontent_of the Ryukyuans whw eatch
their politically unfettered compatriots in Japan with envy, a3 thet nation
becomes a strong and independent force {n international afiuizs.

While o great many Kyukyvans thrive Luday only becauvse U, 3. buscs

are on the islands, there is a growing scntiment that continued &kertican

~ ~ ) n S
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adriniatratfon bar brought thew disadvantages that far outwer 1 Lhe eco-
nomic ins! 3 loss of political unily with lapan: a cutting off of e
social ties with Japan: 2 vetnrded ecunomic growth; restcintions ¢n politieal
freedow and gelf -gavernmant; ond all cf this in an stwosphere nf willlar,
danger

These factors have led to fncreasing dewavids in the Ryukyns fer
reversion to Japan. This, {n turn, hae fed_domesfic pressures in Japan for
reversion. Thise situation confronte the U.3. with a potentially serious

‘ptoble-.

We can only cuntinue to use the “".Inawan base {reely if the Covernmant
of Japan gives us at least tacit cooperation, xce;t nonder wortime condivions
in the Pacific, the . anese Govarnment could make our pnsition in the Ryukvusr
so difficult that we wight have to give up the base rather than exercise the
repressive policy that would be required to hold it. The present Government
of Japan has no desire to ih us out of Okinawa. In fact, it welcomes tho
aggsistance of this American base in the Far Iast, which contributes to the
security of Japan without creating the political problems that would follow
if the base wexe situ¢” d in Japan. We can, therefore. expect that the
current Japanese government, as well as its likely successors, will not
press us gseriously on the issue of reversion of the Ryukyus to Japan.

Nevertheless, the Japanese government will continue to speall pubifely
in favor of returning administration of the Ryukyus to Japan, although it
recognizes that we have in fact no intention of wmaking any such transfer
in the foreseeable future.

There are three kinds of pressures on the Government of Japen in

respect to the Ryukyus:
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a. Within Japan, the Socialiat Larty and others on the left e
opposad to Amarican military presence in any forms and appeal to the strvony
nationalist, anti-silitarist o2nd neutralist sentiments in Japan. These
pressures from the l2ft wing are buttressed by widzspread irvedentiat sentf-
nants protesting foreign rule over fellow Japanese.

b. The Ryukyuans themselves exert pressure by such means as the
press, politicel parties and union affiliations in Japan for better treatment
than they now receive. Theste claims are heard sympathetically by a wide
segment of Japanese opinion, including the present ruling Liberal-Dewocratic
tarty with which the Ukinawan Liberal-Democratic Party is directly asscciated.

¢. There are presgures from both Japanese and Ryukyuans who
acquissce in U.3. edministration now but who want to see the Ryukyue devalop
wore closely along Japanese lines to minimize the inevitable atresses of
evantual reversion,

These, in short, are the principal issues in the Ryukyus and in Jepan
wvhich have cresated and accentuated the queation of reversion. In this
summary the need for increased levels of economic aid has not been discussed
at length, not because we belfeve that it is of little importance fas {g borns
out by the subastantial increase of the level of assistance we recommend balow},
but only because we believe that these non-economic factors have not been
sean in their proper context in relation to our security in the Ryukyu Islands.
It is clear that we can offer no panacea for these problems.

Some of them, such as domestic pressure for reversion in Japan, or
Gkinawvan opposition to being saddled with a military base in Ukinawa, aro

beyond our control, given our basic assumption of the importance of the

~CoNFEDNTFAL-
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Ukinawen base., More generally, the Task Force recognizes that our milifary
objectives, the desires of the Japanese governwent, the desires of the Ayukyuans
and their government, as well as our own standards cf fair administretion,
cannot all be satisfied at the same time. Clearly, we cannot grant all Wf the
Ryukyuans® demands; nor can we give the Japanese Government the righis
that would put an end to the political pressures they face. The program we
propose in the following section of this report cannot hope tu eliminate some
basic conflicts, Neverthelezs, these conflicts can be made less severe. wr
pulicies should be aimed at establishing & ggggg viveudi that will allow us to
resain in the Ryukyus on reasunably iriendly termsa, for au tndefinite period,
~s rzquired by internationai «icCuaistances,

finally, before recvammenuing certain policy shifts and changes in tha
levels of U.5. and Japanese sid tu the Ryukyus, we wish tc point out the
fuportance of the stakes, in ordexr to underline the nwed {or a wise policy.
Wa have already refarred to the military imporctance of the Kyukyua. Doller
figures are not an sdequate wcasure of tha lslands' strategic valua., How-
ever, the monetary cost of U.S. investmeats io the lelawds may give scae
id2a of the magnitudes involved.

The U.3. Government has an investment of well over $40U willlon
of military real property in the Ryukyuss. This is 30 percent of e total
vf all such inveatments abruad 1t hus been estimated that. the velue of
mﬂiurﬁ equipment now on the 1slands ie over $400 @illion. Together with
other facilities, such as the Voice uf America cowmnicativns und byvad:
casting systeom, it wouid &eem reasonable to agtimate that ! 5. assete In
the Islaydo are now worth obout $90U million. Furthercore. wilitary con-
struction expeunditures are ndding to this luvestument at @ race f sbust
§i6 willion annuclly; and current military cpeiatiuns and swalntensogd cugls
run about $375 willfor anrually

W' £ %
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The "reat™ that we egre payilapg for use ¢i thess gasats {8 now ifwited
to a magimun of $6 milliion annuelly under the Price Act (L 863629}Q This is
a remarkably small sum compared to what we axre paying for much more limited
righte in Morocco and Libya - $20 to 40 million qid %10 million pex year,
respectively; to say nothing of 3pain, where we have given ald of §1.5 billien
over the last dacade.

3. Revjigicns ir " S, Folicy

In the opinion of the Task Foxce, the U.3. dees not fece any
immnadiate crisis in Ckinawa. However, the situation {s unstable and deler-
forating, 1In Japan, the Okinawau issus will continue to be a poiftical
tinder box that could ignite unless the welfare of the Ryukyuans can be
improved under a program whichb provides for significent Jaranese Govornment
pattieipation.

In order to improve the present situation, we recomwend several
changes in current U.S. policies end programs. 3owe of these policies
appear to be aggravating existing temsions rather than reducing thew.

The Ryukyuans have stresaed particularly their dissatisfaction
on certain political issuss, particularly those affecting seif-govermment
and civil rights.

Executive Grder 10713, prouviding for the administration of the
Ryukyu Islands, directs the Secratary of Defesnse to "encourage the develcp:
ment of an effective and responsible Ryukyuan Government, based on democratic
principles and supported by a sound financial structure. ." . The U,5.
edninistration haes been reluctant to push this policy unreservedly becavse

of tha danger that the Okinawans might govern themselves badly or encroach
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on the High Commissioner's control, thersby reducing the gzecurity and
the military readiness of the base.

Because this is a major immediate source of discontent, it is
important to determine whether the United States can transfer greater
authority to the GRI, thereby building up a buffer to present criticisms,
without irrevocably losing the necessary control.

The present policy is to keep Ryukyuan-Japanege contects at a
necessary minimum and discourage Japanzse participation in the economic
and gsocial development of the Izlands. This policy has been followed because
the U.S., Japanese and the Ryukyuans themselves have overlapping and
sometimes conflicting interests. In the past, we have assumed that increaszs
in Japanese influence or in Ryukyuan autonomy would lead to a decline in U.S.
control of the base. However, despite our efforts to limit Japanese influence,
the emotional ties between the Ryukyuans and Japan have increased. The
policy shift that we recommend recognizes that Japan will continue to be
influentfial and active in the Ryukyus, and that the Islandexrs will continue
to seek more zelf-government, The judgment of the Tagk Force is that thase
tendencies cannot and hence should not be combatted but rather used con-
structively and channelled so as to enhance the security of the base.
Greater U.S.-Japanese cooperation will increace Japanese influence, but
nead not impair maintenance of U.S. control. Our objectives should be to
buiid up both cooperation with Japan and autonomy in the Ryukyus to the

greatest degree consistent with retaining control of the basa.

In the economic sphere, we have, under the Price Act, limited

our maximum contribution to Ryukyuan economic development to $6 miliion &
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yoar. This level of agsistance 18 not only koo low, but also hagé no n2eessary
relation to the problems of the lglands, which it is supposed-tc solva,
Furthermora, as tha largest ewployer in the Ryukyus, we have ghown (n our

wage policy relatively little fnitiative in promoutinrg and eatablishing
progressive wage etandards.

In the following chapters, the Task Force sets cut the divection
of a program that should markedly and quickly improve the present situstion,
and aleo set the stage for long-term economic development of the Ryukyua.

Broadly speaking, this program responds to the four major sourcas
ot discontent discugsed above. About one of these issues -- the American
militery presence -- we can do virtually nothing directly. The program
we propose consists essentially of three aspscts, each addressed to one
of the principal sources of tension in the present situation. 1t includes:

(1) 1Increased aid for the aeconomic development of the Ryukyus, in-
cluding both a short-term program providing relativaely rapid increases in
economic and esocial welfare, and also greater aid to long-term economic
development programs.

(11) This increase to be provided by the Unjted Stares and Japan,
vithin a framework of active U.S5.-Japanege cooperction for the aconomic and
social development of the Ryukyus. This cooperation, to be carried out with-
in well-defined limite embodied in & new Japanese U.3. agreement, will forwmally
recognige and define a role for Japan in the current'deveIOpment of the Islands.

(111) Granting greater autonomy to the Government of the Ryukyus
and removing certain existing restrictions on Ryukyuan civil rights and

Japanese-Ryukyuan contacts.
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We believe that it is urgent o take rapid actlem to carrrvy wur onr
reccagendaticons. The present sources of conflict ars not Ukely to dizintun
by themsalves, in fact the contrary. Furthexmoxe,; the Keunedy lTkade jecin
comnunique, followed Ly the visit of the Task Force, has raisad espactoticng
in the Ryukyus that spgressive measures will be takeu to lmprove their
situation. If real progress is not made witkin the next few morths, the
Ryukyuans will doubt our sincerity, thereby increasing our Jdifficulties.
Furthermore, unless both the United States and Japan can acon
domongtrate that the Ryukyus are making rapid political and economle
rrogress, the inavitabla criticism by Communist countries in the lUnitad
Nations will be accrpted by other countries. Africen and Asjan states
woiald naturally be particularly susceptible to the emotional appual of the
colonialien iasueu 1f the Ryukyus were to become a major tssue in the
UN, it would be exceedingly difficult, under the present circumstances,
for Japan to giva sustained support to the U.S.
Ws recomvend that thess policy changes be announced at a suitably
high level of governmaent in order to demonstrate to the Ryukyuans and
the Japanese alike that the U.3. is both aware of, and responsive to,
these joint concerns. We consider it politically important to dramatize
the fact that a new chapter in U.3. -Japanesa-Ryukyuan relations is being
established; this will be a psychological force in allaying present force
and pressures for raversion. The new prograwm should be presented not
as a pgrudging concession to Ryukyuan and Japanese preasures, but as part

of a naw U.S. approach.
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11, A _POLICY ¥OR RLATIONS WITH .Ia0aN 1t THE RYUKYVS

Wa believe that our bases will be more secure if the Japanese will
cor narats with ug in the Nyukyus. We recommend thzt the U.§5. take stepa
to make this coonatation explicit by signing a8 formal sgreement with the
Japanese, ;reforably with acme official title, suchb ag Joint decoeowic o
gram Agreement for the Ryukyus. The agreeseut should establish forual
channels of action for working out the operating details undsr the
Agreement.

3uch a program would reducs domestic prassurzs en the Japanese
Government by testifying publicly to its concern for the Ryukyug. 1t would
alao reduce the pressure from GR1, particularly the present situation under
whbich the Ryukyuans attempt to play the U.3. and Japan off azainst esch
other. A basic egreement with the Japanese Govermment would put & =top
to thisg pnrtigular gewe, in which the U,3. 18 at a permsnsnt dissdvectaqe
and establish a situation which would be a great deal wore manageable. The
current negotiations fur Japanese aid to GRL during GUJ fiscal yeatr 1962 are
an example of the uncertainty and conflict which the present system crantes,
The GRI selected an aid list of $19 million in projacts for mupport from
Japan, USCAR then scraened the list carefully to choose those projects
with relatively little political appeal, and foxwarded a $2.6 millicn request
to Japan. The Japanese naturally suggested a higher figure - - $8.6 million.
This was intendad both to show their continued concern for the Ryukyus
énd to give them mofe choica in selecting projects they preferred. The
net effact was to raduce the probable amount of Japanese aid to $2.6

willion, with the U.S. bearing the brunt of public criticism from both saides.
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The Task Force believes that & Jaranese-U.3. aid ajreewent woulid
serve another important purpose in promoting U,3, intarest in the Ryultpus.
Undexr present circudstances, Ryukyuans who coopare’e closely with ths U 5,
fear thet they will have to pay for thieé assoctaricn after the izlands
revert to Japan. Furthermore, social preseures in tha Iglanda vipnse
cooparation with USCAR becauge {t {e interpreted sf ar ecceptance of the
status quo. Although Japanese conservative leaders have informally teld
the Byukyuan business community and ruling party political leadexs that
they should work with the U.3., there is noustbeless a problam of divided
loyalty.

U.3.-Japanese postwar relations bhave been marked by a gradual teans-
forming of the scecupation into a wmutually benotficinl partnarship. Wae
hava firmly established a nattern of mutual forebearance for common bennfit
in all areas except on the Ryukyus isaue, Becauvsa we have oot definad the
constraints nor set forth appropriate fielde of ection for each party,
thers i@ a tendency for the present situation to emphasize competitivs
rather than cooperative aspacts.

The greateet difficulty in reaching an egreement with Japan will
probably derive from the pressures of public opinion generated by the
negotiation of tha agreement itself. The agraamant will in effect mien
formal Japanase Government reaffirmation of an indefinite U.S, rxule in tha
Ryukyus, and could thereby intensify irredentist and anti militarist santi-
ments in Japan. Great care must be taken in the formulation of the agree:
ment to develop languege which will enable the Jepenese Government to
keep thesa sentiments under control. Bowever, Ambasssdor Reischauer
believes that such an egrsement is feasible and th:t the advauntagss would

ba well worth the rigks,

—LCHED QL AL~
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The Task Force recomwends that the Y.3.-Japanesa spreswent o drew:
up acecrding to the following outline:

A, Objectives

The sgreement sghould comwait both countries %o & cooperative

relationship in the Byukyus by defining pracisely the fielda in which lepan
can offer eid to the Ryukyus. Th2 agreament's purasing and content shonalid
belp creats e situation that will allow the Government of .Japan to gexva
as & buffer between the U.S, and enti-American feeling in Japrar and the
Ryukyus, 1t should algo help the U.3, to grant greater autonwmy to the GRL,
at the gsame tiwa defining the channela, nature and axtent of permiesible
Japanega-Rynkyran relationg, Care must be takan i{v establishiprg 2hiz apre=-
ment tu achieve thasa objectives without cowprumising exclusive U,u. juris-
diction and eifective control,

The agreswent should be a wmeans whareby thne Jepanesa Governzeat i

w

given an opportunity to cooperate with the United 3tates in fumiding and exe-
cuting the economie and technical assistance program astablisbad by the Miah
Commigsioner and tha Govermment of the Ryukyuan lLslands for ke devalonsant
of the Ryukyus. FRurthermora, it would egtabjish the program of, and the
specified channels through which, Japenese asaistance could and would ba
fortheoning.
1, Jecint Declazation

The first section would affirm the intereret cf both nations
in the Ryukyus and declare their intention to cooperate for an indefinite
period in promoting the welfare of the people of the iyukyus. The declara-
tion would also point out the responsibility agsumed by the United States

in defense of the free world and the relationship of this reaponsibility

—EONFEDANTTAL-
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to continued U.S. adiwinigtyraticn of the Ilslends., 1t would alsc veccguizae
Japen's rasidusl soveraignty, the Japanese nationality of the Ryukyiens,
and their cultural ties with Japan, GEventual reversicn to Jepan mi it if

tecusgary, be specifically nentioned,

2, Crpacization fox the Joint fgomomic Frogram

This section of tha agresssnt would es’ bHlish machi y for
carryirg out the rrogram. 1t wonld fnclude s pelicy committes conslating
of the U.S. Ambassador to Jupsan and the Japanase Fc  ign Minister; and a
trinaxtite technical committae consilting‘of representatives of the Civil
himintatrator and thaChief Exacutive of the Ryukyus, and s 1 officicle as
the Governmact of Japan shall dasignate., This group enuld, in turn, esteblish
additional subcomritteeg as necasgary.

3. IThe Ikonomic Afd rroprem

The third gection would set forth a sgpacific umderstandi for
an initial five years of the agroement to establish the forms and amounts
of sid to ba givar by the Govariment of Japar to the Ryukyus; and will alsc
define fields for Japavese action, with all ungpacified activities xeserved
for the United States.

Joint activities could include: (¢a) social security, welfare
programs and teacher and government employee compengation; ib) projects
to encourage long-range economic development, specifically aid to the RDLU
and the Central Bank for Cooneratives (3ee Chaptzar ILI). 1f properly
adninistered, neither of these functions should compromise the U.5, peesiticn
in the lslands., We should be willing, but only if 1 eassary, to allow a
Japanese member on the Boards of Directors of the two credit institutic .
This does not seem too high a price to pay for obtaining Japanese eid

without detalied administrative control.
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In snme flelds, particularly thoge in which technical and ecoromic
assistange are clogely related and effective, technical aid requires com-
munication in Japanese and fawiliarity with Japenese standards, Japan could
be aszigned majer respongibility, Such areas should be precisely defined and
should probably include medicine and certain areas of education. This would
undoubtedly increase Japanese influence in the Islands, but ocur interests would

probably banefit substantially. thanke to probable Ryukyuan satisfection with

these afforts.

R —————.
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The economic policy teo be adopted and the anmount of aid we should
offer will naturally reflect the current situaticn and prospects of the
Ryukyuan economy. 1In general, the Ryukyus todsy are at a relatively low
stage of ecouomic development as measured by the usual iundicators: pex
capita income is low; agriculture -- both subsistance ferming and a
preearidui cash crop production of pineapples and sunaxr -- is the
dominant sconouic sctivity; produtivity is low; wost of the population
is bLadly houged and many arve without adequate wedical care. In addition,
thare Are gowe specisl unfavorabla circunatances. The 1slands have no
important natural rescurces. Their relatively youthful populaetiom iw
currently increasging twice as fast as Japanis. Furthermore, the Islands
ate_%n tha heart of the Zast China 3Sea typhoon belt. These typhoons csuse
an estimated avarage damage of 510 million annually, equivalent to more
thanlflve percent of the present national incowe.

For a long time the Islands have been unabla to support thetr
population. Before the war, living standards in the Ryukyus were ameng
the lowest of the Japanese Prefectures, despite substantial subsidies
received from the Central Govarnment. Today, only thz presence of V.S.
militery forces and continued external aid from the U.5. and Japan ellow
the lglanders to enjoy their current living standards and economic growth
rates, both well above pre-war levels The U.3. foxces employ directly
and indirectly 48,000 persons., 28 percent of the nonfarm labor [orce.
Zarnings from this source account for about 40 percent of the nattonal

incoms,
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Withdrawal of the U.S. bases would completely disrupt the economy.
It 1s only thanks to U.S. expenditures that the lslanders are able to maintain
imports in FY 1961 3t a rate of $160 million annually, with merchandise ~x-
ports at a level of $45 million. In short run, U.S. military expaendituree
will probably be maintained at close enough to present levels, and Okinaw:
can rely for a while on this as a source of income, However, in the long run,
the logic of development calls for establishing an economy with a smaller
trade deficit and a greater orientation toward Japan and Asia.

A second source of vulnerability in the economy is the relatively
high production cost of the Islands’ two chief exports, sugar snd canned
pineapple, which now account for about half of the total export values., They
can ba exported profitably now only because they receive preference in the
Japanese market,

Nonetheless, the economy has grown rapidly in recent yeara; GHP
has increased at an 8,7 percent average annually over the last five yrars,
or 6 percent per capita in terms of constant prices. This impressive growth
rate was, however, below that of Japan, and is therefore ona source of the
Ryukyuans®' desire for more external aid.

Most of the recent econcnic growth has resulted from the progress
of private business. One of the most hopeful elements ig the emergance of a
Ryukyuan enterpreneurial class that shows both en;rgy and initiative, The
Task Force believes that this group should be encouraged, specifically by
providing it easier access to investment capital.

Despite the progress the econowy is making and its tendancy to
becows less dependent on servicing U.S. forces, we should encourage invest:.-

ments in fields where the Ryukyus have natural sdventages, Thase incivde
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fisheries, developwent of a livestock industry and introduction of industries
which could profitably employ the Islards' low cost, adeptable labor force.
2. Sriterts for Beovepic Aid

After considering the economic situatiou and problems of the
Iglands, the Task Force concluded that it was most useful to consider cur
aid pregram undex two aspects: (1) a ghort-texm effort aimed 8y & quick
incxease in levels of fncome, and standavrds of social security, health and
education; (2) o longer-term eIfext that will contribute to the Islaqu'
ecoromic development toward greater self-sufficiency along the lines out-
lined above.

In determining criteria for aid, we have considered the Ryukyuans
proposal that U.S. assistance be specifically aimed st providing the Islands
with @ living standaxrd cemparable to that which would preveil if the Ryukyus
weve 8 Prafacture of Japen.

e balieva that the U.S. should not meke such a commitment, although
Japanese gtandards are certainly relevent in many respects. We make this
récomanddtion because: (1) nationsl income comperisons between the countrias
sre difficult te make and theix eignificance is uncertsin for bssic conceptual
veasons; (2) even if such comperisons were possible, we do not £ind the argu-
ment Fox relating to Japanese living standards to be 8 persussive one because
the }Synkyus ‘hove always bLeen among the poorest Japanese Prefectures and becguse
it would be {mpractical te try to match the current 18pid rate of Japanesae
growth 1ig such a poor region; (3} to accept such a formuia would involve
extremely difficult technical issues beceuse the Japanese system of tax
vebates ami equalization betwaen the Central Government and the Pre-
fectures would be very difficult to xelate to the Ryukyus, particularly
in view of the natienal functions now performed by GR1 and the costs it incurs

becsuse of the presence of U.S. forces.
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Thus while wa should not estebligh a3 targets eithar Japanese
incoue levels or Japanege growth rates in determining the a&ounts of
external aid to the Ryukyus, we do have a woral responsibility to make
certain that the Ryukyuans are not being penalized economically by the
U.S. Forces® presence and .the U.S. administration., Ryukyuan per capita
income today, as before the World War 11, is significantly lower than the
Japandue average, but quite comparable to the per capita income levels of
some of the poorest Japanese prefectures. However, GRI now bears certain
axtra expenditures bacause of its separation from Japan. For example, the
GRI muet operate certain national government functions and furthermore is
forced to do so at a smell and costly scale. In addition, and more important,
if the Ryukyus were & prefecture of Japan they would, as a relatively poor
region, receive transfer payments from the wealthier sections of the country;
that is, taxes paid in Tokyo would in part be diverted to subsidize local
government costs and to help pay the various social welfare benefits that
Japanege citizens receive. The Ryukyuans insist, furthermore, that their
real income levels are lower than the comparative data indiceted because price
ievels are higher in the Ryukyus than in Japan; and baceuse the absence of
Japanese social security benefits means that feal income is lower than money
income figures show.

Hence, we conclude that external aid to the Ryukyus ought to be
respongive, at least in part. to these facts and stiitudes Short term
assistance objectives should be directed to reducing those pressures, more
political than economic, toward social welfare goals, in areas where we have
failed to match clearly measurable Japanese standards and vhere oux present

levels or lack of programs are significant irritants.
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In addition, we believe exterual aid to the Ryukyus amust be
gsufficient both to allow and encourage the Islands to use théir regources
as effectively as possible to prevent bottlenecks to development from
occurring. Hencve, we have recommended diractions for aid to long term
development as wall. As described below it concentrates primarily on prxo-=
viding capital for development of the private sector, yet attempts to assure
that shortages of public utilities, primarily of water and power at reasonable
rates, do not create obstacles to economic growth.

In discussing the critaria for aid, we bave rejected overall
statistical comparigons with Japan and we similarly reject the formula advanced
in the Price Act ([L 86-629). This law authorizes an annual apprepriation of
$6 million, arrived at by calculatione which are wholly unrelated to the needs
of the lslands. This sum has become both a maximum annual expenditure limit

‘and & minimum annual prograrming goal, although it does not consider the cost of
meeting U.S. objectives in the lglands. The level and types of aid should be
aimed at the Islands’ major economic and social problems, with the objective of
improving the situation described in Chapter 1 1In the two following sections
of this Chapter we outline the elements and the estimated costs of a program
that could, we believe, achieve these goals.

3. Shoxt-Texm Objectives

As a matter of firast priority, the U S, should ameliorate certain
economic and social welfare problems in avreas where the Ryukyuans are clearly
worse off than they would be i{f they were Japanese. Thege issues serve as a
constant irritant, aggravating reversionist sentiments. Increased sid should

go to the following projects:
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1. Retiremant system for Teachers and GRI employees.
2. Increased pay for Teachers and GRI employees.
3. Health insurance, wedical facilities, doctors and nurses.
4. Public assistance.
S. U.S, Forces employees pay, fringe benefits and restirement.
6. Budgetary support for soms infrastructure improvements and
disaster relief.
The Ryukyuan people share the Japanese feeling that everyone is entitled to
a "guaranteed minimum livelihood", and they look enviocusly at the social
security and welfare programs which the GOJ has set up since World War 1I.
Therefore, sxpenditures for such purposes offer us an excellent opportunity
to reduce Ryukyuan discontent. Furthermore, it should be noted that the
projects listed above all benefit the average msn directly,
a. Retirement System for Teachers and GRI Employees
The GRI plans to establish a retirement annuity system for its
employees, as well as for teachers employed by local Boards of Education,
The system, vhich will become effective in January 1964, will be financed
by an employers’ payroll tax of 5.4 percent and a 4.4 percent tax on employees’
salaries. These plans can only be carried out if the annual increased cost of
approximately $700,000 is met. Furthermore, if the system is to be made
retroactive, an additional $7 willion will be required to carry the system
back to 1946, as the GRI proposeg, or $4 million to $5 million, 1f it is
made retroactive to 1952. The Task Force recommends that we support this
program, and grant the GRI a lump sum to make the fund retrocactive to 1952.
b. Increased Pay for Teachers and GRI Esployees
By any standard, teachers and other GRI employees are badly

paid. Until recently teachers®' salaries were about 40 percent less than
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those in Japan. This undoubtedly promoted the energy and sincerity of the
Okinawan Teachers' Association demands for immedicte revision. Their current
pay levels act as a continual aggravation to one of the most respected
and influential groups in Okinawan society. Most members of the legislature
are former teachars.

Congress has recognized this problem by appropriating
$1 million in FY 1962 for increasing teachers' salarxies by 15 percent. We
estimate that in order to raise the galaries of teachers and other GRI
employees to current Japanese levels by FY 1967, the GRI will have to receive
an additional $2 million of outside help in 1963, rising to $5 million by
1967. The Task Force recommends that the U,5 carry out this program, and
points out thaet the initiation of the rxetirament system and employee tax
deductions should be coordinated with pay increases so as not to cause even
a temporary reduction in take-home pay.

¢. Health Insurance and Health and Medical Facilities

Health conditions and standards in the Ryukyus are poor,
and the problems are both obvious and well known. The GRI has accorded
high priority to health insurance, more medical personnel and improved
facilities to meet the major medical problems, which include tuberculosis,
leprosy and filariasis. Japan has had a health insurance syatem for forty
years, and the GRI is naturally anxious to introduce one despite the
numerous difficuities involved, including lack of facilities and persounnel,
The program should include training more doctors and dentists, bringing
in Japanese doctors for hospital staffing, and continued expaneion of
hospital facilities.

The medical insurance plan would require a govarnment
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contribution of $150,000 in FY 1964, rising annualliy to a level of §1.2
million in FY 1967. The rest of the cosats would be financed by payroll
taxes and a head tax on non-galaried people. Additional costs; primarily for
developing wedical facilities, training and services will rxequire outside
support of approximately $1.9 million annually.

d. Pudiic Assigtance

Public assaistance payments in Okinawa arxe well below those
in Japan. Thie has been a target for reversionist attack particularly in
the city of Naha, Thg GRI has recommendad that payments be brought to
Japanese standards. This would cost an additional $3.5 million over the
next five years, for which we pronose external aid of $700.000 per year.

e, U.S. Forces Employees Pay, Fringe Benefits and Retirement

The U.S. Forces now employ 25,300 Ryukyuans (15,300 under
‘appropriated funds, and 10,000 under non-appropriated funds). An additional
23,000 are employed indirectly as employees of contractors, domestic servants,
etc. The combined total represents 28 percent of the non-sgricultural labor
force. It is therefore clear that U.S. wage policy has a great effect
on general Ryukyuan pay standarda, as well as on the income, attitudes
and loyalties of those uorking on the base. The Task Force was concerned
to find that earnings were aignificantly lower than those in Japan, and
considered it particularly unfortunate that no provigsions have yat been
made for separation or retirement pay for U.S. employscs. It is difficult
to make exact comparisons between U.S. and Japanese earnings, but it appears
that U.S. appropriated fund employees earn an average of $800 per year
while comparable labor under the Master Labor Contract in Japan works for
the U.S. forces there at total earnings of abou; $1110 ($760 basic wage.

and $350 in allowances and fringe benefits).
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The Task Force raecommendse that the U.S. Forces increase
the pay and allowances of its Ryukyuan employees, with primary emphasis on
fringe benefits.
The present wage policy is based on s "prevailing wage
system," which is of doubtful wvalidity in Okinawa, because thu'preaent
prevailing wages on the lsland reflect the levels previously established
by U.S. Wage Board decisions. This system, applied slavishly, would rasult
in a wage freeze. We therefore recommend that allowances o{ the order of
10 percent above prevailing wages be specifically recommended for Wage Board
determinations in the Ryukyuas. This would still permit primary emphasis on
fringe banefits as a method of raising earnings toward Japanese levels.
We recomnend adoption of the following fringe benefits:
(1) reducing the standard work week to 44 hours, with a 40 hour goal 1in
mind; (ii) raising overtime pay from 125 percent of the standard wage
to 150 perxcent, which U.S. employees now receive; (iii) granting eight UJS"
holidays and Obon; and (iv) revising policy on English-language differential
pay to allow for additionel wage increases for improved language proficiency.
The major change in wage policy. howsver. should be to
establicﬁ a system of retirement annuities and saparation pay. The Ryukyuana
favor a lump sum separation pay rather than a joint employer employee
financed retirement system. We suggest that a satisfactory solution might
be to provide for lump sum separation allowances to persons who are not yet
eligible for retirement; and thereafter a combination of retirement annuity
and lump sum settlement with an option. We recommend that the gystem be

made retroactive to 1952, as in the case of the GR1 retirement program.
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After the initial fringe benefit increase, it will still
be necessary, in order to bring Ryukyuan earnings up toward Japanese stand-
ards, to grant an increase which would amount to an estimated 20 percent
increass in base pay, or additional fringe benefits. We recommend that this
be granted over the next five years. This will cost $1.2 million a year
initially, rising to $2.5 million in five years.

The Working Group's detailed paper on civilian employees'
pay discusses some of the technical questions in more detail. In summery,
we suggest that a separate system, not related to the U.S. Civil Service
Retirement Program, be established for both appropriated and non-appropriated
fund employees. We recommend that the system go into effect as soon as the
actuarial study, for which funds were appropriated in FY 1962, has been
completed and the funds for the retirement system appropriated. We estimate
that the system will require an employers' contribution of about $1.2 mfllion
annually for the appropriated fund employees, plus a $6 million contribution
for making the system retroactive to 1952, The non-appropriated
employees fund would require no annual contribution by the U.S. Government.
However, in order to make the system retroactive to 1952, the non-appropristed
employees fund should be advanced a long-term, low interest loan 6£ $3 million
repayable over ten years, either from the HICOM General Fund or from the
U.S. Treasury.

The following table gives our estimate of the additional
cost of cerrying out the short-term action programs proposed in this section.

A more detailed discussion of costs will be found in Section 5 of this Chapter,
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TABLE 1

ADDITIONAL EXPENDITURES REQUIRED TO FINANCE UELFARE PROGRAMS

Annual Cost Jne-Time Five-Year
(1st Year) - {5th Year) Funding Cost
Average Total

(miilions of dollars)

1. Retirement for Teachers & GRI (0.7) 0.7 (¢.7) 5.0 8.5
2 Increase Teachers & GR1 Wages {2 0) 3.5 (5.0) -s - 17.5
3. ‘Yealth Insurance ) C.5 (1.2) - 2.5
4. RHealth Projects {1.9) 1.9 {1.9) cem 9.5
S. Public Asaistance {0.7) 0.7 (0.7) - 3.5
Total (s.3) 7.3 (9.5) 5.6 41.5

In addition to these sums, an average of $3.8 million will be required annually to pay for increases
in U.S., Forces’ employees pay, benefits and allowances, plus a $6.0 million lump-gum payment for
funding the retirement program retroactively. The total of $3.8 million is composed of fa) $800,000
for increased language differential, overtime pey, etc., (b) $1.2 million for separation/retirement
contribution, and (e¢) $1.8 million for wage increases or additional fringe benefits.
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4. Long-Term Development

The short-term aid and assistance programs are designed to
wake an immediate impact on Ryukyuan iiving standards. particularly in
areas where they suffer from comparison with Japsn. The recommendations
for promoting long-run growth are aimed at encouraging the Ryukyuans to
make use of their own abilities and natural rescurces rather than to
compensate for inequities arising from their separation from Japan.

The Task Force Working Group made nu effort to develog a
detailed economic plan. Our job was to rect rend certain policfes to be
followed and point out a proposed direction and order of megnitude for aid
and development programs. Therefore, we ares making no detailed comments
either on the GRI "Livelihood laprovement Five-Year Plan" or on the proposed
budget programs presented for FY 1962 through FY 1967 as presented by USCAR.
On the whole, our racoumendations are more consonant with the GRL proposals
than with those of USCAR, both in size and in their relatively greater emphasis
on wages and social reform rather than public works and infrastructure
development.

VWe do recommend that GRI be encoureged to continue to increase
its efforts in economic analysis and planning, with technical assistance
from USCAR., While currently the GRI appesx to have sowme capable officials
to carry out this function they will require and should be afforded tachnical
assistance by the Office of the Assistant Civil Administrator for Technical

and Economic Developwment. (Sae Chapter 4.)
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The Task Force was impressed with the fact that the lack of
capital at reasonable rates of interest appeared to be a major factor
in retarding economic growth in the Ryukyus. 1In 1961, even at current
relatively high interest rate levels, the Ryukyuan Development Loan
Corporation (RDLC) was forced, because of lack of capital, to deny scme
$9 million worth of otherwise bankable loans. 1In addition, the Task Force
was impresged with the efficient operations of the RDLC, and btelieves that
it 18 a useful vehicle for providing funds to the private sector of the
economy. Hence, we believe that the RDLC can undoubtedly make effective
use of $6 million of additional capital annually over the next five years.
as suggested by both the USCAR and the RDLC itself, with use of the funds
aubject to annual scrutiny. We also believe that much of the additional

capital should be loaned at more favorable terms for development purposes.

The 6 to 10 year maturity schedule and the requirement for 30 percent equity

for borrowers seemed excessive. We, therefore, recommend that RDLC funds

be furnighed on a 25-year loan at low interest. The Task Force was told

that proposals for low interest rates which would net a return of less than

5% for the RDLC (as well as the other USCAR corporations) would require a
revision of current Bureau of the Budget policy.

Loanable funds are urgently needed in the agricultural and fisheries
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sectors as well as the industrial, trade and manufacturing sectors. Al-
though 90,000 Ryukyuan families are dependent on agriculture for a livelihood,
credit facilitfies to meet their needs are inadequate and interest charges
were found to be high. The Task Force reviewed estimates indicating that
increaents of from $2 to over $10 million annually were needed to augment
capital in this sector. The Task PForce recommends that $4 miliion per
tnnum lof five years be provided the Central Bank of the Cooperatives to add
to its capital resources. Funds must be provided under conditions that will
allrv lew interest loans, and under conditions that will encourage the develop-
menta' fivestments. Local Cooperatives should be required to pass on these
advantigeous rates and conditions to farmers and fishermen who receive the
loans,

The only specific immediate long-term economic development expendf-
tures tiat the Task Force recomumends now are the $4 million annual loan to the
CBC and the $6 million annual contribution to the RDLC. However, in addition
to direct expenditures for promoting economic development, we wish to stress
6. veral points vhich in our opinion will promote the Islanda’ lung-run
derelorment.

The U.S5. now contributes about $6 nmillion annually to the Ryukyuso
rcononic development and GRL expenses, of which 31 million represgents velm-
bursesert for public safety, health and sanitation services that URL prévidea
the U.5, We recommend that this grant be waintained at current levels, with
A portion of the funds used fur the prajectrs discussed bLelow.

a. In the long run, thcreconomic problem caused by population
Rrowti nmy bert be met by increased industrislization. To work in this dicection

the Ryulyuans wonld benefit from the advice of foreign economists and industrisl

experts, both tw strengthen the staff of the ROLC, and to develop an aggressive
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industrial promotion program.

b, The GRI should call upon qualified experts to helpn ia-
prove agriculture and fishery production, particularly in pineapple and
sugar growing. We suggest that Japanese-speaking experts be recruited from
Hawaii and California.,

¢, Current policy should be amendéd to allow GRI to borrow
for certain restricted self-liquidating purposes. This borrowing suthority
is particularly desirable to provide an investment outlet for the Islands®
social security system when it is established, as well as to provide an
{nvestnent source for land settlement payments which Okinawvans will be
receiving within the next two years. It will also be useful in dealing
vith the power and water problems discussed below. Another potential use
of this authority would be to finance a housing program on a long-term, low
interest basis., Particular attention should be paid to the City of Naha.

d, lnedequat; and high-priced power and water supplies
appear to be an obstacle to economic growth in Okinawa. Not only should
the supplies of power and water be increased, but the rates st which they
are delivered to the consumer are too high. Lf the government were to take
over the power distribution system, now operated by five privste companies,
it might be possible to cut powver rates sharply. Such a take over could
be financed by the sale of GRI bonds,

e. The U.S. should not urge the Japanese to liberslize
trade restrictions on pineapple imports. The elimination nt Japanese
quotas and tariff and tax preferences on Kyukyuan pinespple at this
time wnuld vreck the Ryukyuan , .neapple industry.

f. wWe are losing an opportunity tn enhance the U.3. position

because we are not making a sufficientiy concerted and organired efisct
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to promnte the English language amnng the Ryukyuans. FKnowledpe nof

English enables Ryukyuans to command higher wages nnt anly in Ukinava

but in fields of international commetvce where it har become the langunge

of comson use, laproving the Ryukyuane® Fnglieh langurge ah{lity obviovziy
will help us to communicate better both in public 2nd private bnaineas.
Hence we recommend that greater efforts and fumds bs devnted to the
teaching of Fnglish both inside and outside of the achool ayvatem.

8- The building programs of the public schnol ayatems and of
the Unfversity of the Ryukyus have served and continue to serve a very im-
portant role in assisting the people of the Ryukyus in fulfilling their streng
desire to improve their educatinnal facilities. We recommend that active
support of these prngrams be continued,

h. We realize that {t ism necessarv to continue licenaing
proposed foreign investments in the Ryukyus. However, we believe that
present restrictions, particularly on Japanese investment, are too aﬁvrr;
and are unnecessarily hampering industrial development., We think that the
Ryukyuans would benefit from the incressed competition that would be
offered by Japanese businessmen. We recommend that the High Commiseionex
reviev his current policies on restricting Japanese invesntment with a view
to relaxing them where appropriate.

i. We recommend that U.5. purchases on the Islands be directed,
where possible, to stimulate local agriculture, inddstrv, and commerce in
such & wvay as to have a beneficial long-term effect on the econnmic develop-
ment of the Ryukyus. An example of this might be greater purchases of

foods and meats to stimulate local livestock development and food processing.
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j. Finally, ve recommend that the High Coxumissioner®s
General Fund be used to finance infrastructure projects that wili proaote
economic developaent, including projects now found in the Five-Year Livelihood
lmprovement Flan. Section 5 below discusses this prooosal in more detail.

S. Financing the Development Prrngpum

The programs proposed above are estimated to cost the U.3.
and Japen initially about $20 million a year rising to $25 million annually,
at the end of five years, plus & one-time expense of 31% 0 million for
the retirement funds.

We suggest, for reasons outlined in Chapter 11, that Jspan
share the costs of this effort and propose an annual Japanese contribution
of about one-third of the levels proposed here (or approxisntely $7 to §8
million). This sum would allow an important Japanese role in the Ryukyus, but
not eo large as to impinge on our control. We believe this ratio is consistent
vith the relationship with Japan which we wish to maintain, but we do not be-
lieve the ratio need, or can, be slavishly applied.

The following table, comparing the annual coetn of the current
GRL program with five-year budgets proposed by the GRL and USUAR, also shaus
the relative fmportance of the proposed Japanese conZribution

= e mre—— it

APERUXIMATE ERESENI AND SUGCESTFU SULURE SQURSHS CF
FINANCE GF FROPOSED GR! PROGRAMS

Contributed by: ($ eillion) GR} USCAK Task?/
Lurrentd!  5-yc Plan 5.yr Plen  Foree

GRI 26.9 321 V% 3 170
United States 45 16. 1 13 2 14 8
Japan 9.3 L5 .82 2.4
Totnl .9 59.7 737 56 7

17 GKi budget for FY 1967 plus present level of Japonese technical sssistance.

2/ Torail {ocludes: (&) anticipmted GRI tax receipts of $32.0 willicn;
{b) combined U.S. and Jaganese contribution of $22.3 million

~
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The table does not include the one time financing costa recommended
by the Task Force, as shown in Table 3. Japan might alnn centribute tae
the GR1 employees tretirement fund, This would imply a total Japaness
contribution of 343-50 millinn over the next five yesrs, On the basis of
fnfomal discussions with the HILOM ths Goverrment of Japan, snd Ambessador
Reischauer, it appears that thils level of Japsnere contribution would be
negotiable.

The $54 million GRI annuai program propnsed by the Task Farce seems
cedsonable to us in light of present GRI capsbil{ties. Outside »1d, which
formerly provided 20 percent of GRI revenues would rise to A0 percent. Table
3 shows the additional annusl and one-time conts tn the U.S., assuming a

2:1 division vith the Japanese on the increased anmun! progran.

T ——————————
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TABLE 31/

ESTIMATES OF U,S. COSTS FOR FINANCING TASK FORCE RECOMMENDATIONS

Current Increass Tota)
(millions of dollars)

A, Annual Costs

1. GRI Program and Support

Program and Budget Support 6.0 8.8 14.8
Adninistration .7 1.0 2.7
Sub-Total 7.7 9.8 17.8
2, Military Budget employees
U.S, Forces' wages 12.2 2.6 14.8
U.S, Forces! employees retirement o 1.2 1.2
Sub=Total 12.2 3.8 16.0
Total Annual 19.9 13.6 33.5
B, One-Time Costs
Retroactive funding of retitrement systen:
Appropriated fund emplovees 6.08/
Non-appropriated fund ewployees 3.0b/
Retroactive Fund for Teachers and GR!I
employee’s retirement system _2105’
14.0

1/ This table does not include certain expenditures nnw belng wade from
PL 480, the High Coamissfoner®s Genersl Fund, ani certain other apprn-
pristions; nor the anticipated $3N million in pre-tresty land payucatsa

For detail on these ¢xpenditures, see Working Group Peper on “Levels
of Atd."

8/ A grant from U.S.

b/ Recommended to be a loan from U.S.
¢/ Maximum €rom U,.5. {f Japan makes ns contribatinn.

The sbove summary does nnt include use of the profita of the Genersl
Fund, This fund represents the profite on investwent of varinus enterprises
that have been bought or huilt by the U.S. Covernment and contrelled by USCAR,
They fnclude power plants snd trengznission lines, bulk petroleum distribution
facilities, vater rystemxs, etc. They sre worth more than $50 millfon end

return an average annua! net profit of $4.7 million to the Genersl Fund. The

N adrt 3
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Comptroller Genera)l has ruled that the assets of the CGrneral) Fund are =2 trusg
for the benefit of the Ryukyusmn people and the profits mmrt hs ntilised for
their denefit. This money ix nov used, with Rudget Hurean appraval, for da-
velopment projecta.

Ansuming a level of profits at curcvent levaela, wa ceremmend
that about $3.5 million of the General Funds® nrnual profiter (equivalent
to the sum currently devoted to support of RDLL) be used for financing
projerts that will promote the long:-run economic revelopment o€ the Ryukyns,
particularly for helping to modernize and expand the Unlands® {nfrastructure,
Por example, we anticipate that improvement of Okinewals water aypoly svsten
vill require a aubstantial investment, part of which could sppronriately
be financed from the General Fund.

The General Fund could also continue to finance, at somewhat
above the current $200,000 annual level, the program of grants-{n-ail to
asunicipalities for self-help public works projecta. Ths vecent]ly inftisted
Ryukyuan-American community relations prograsm could probably make effective
use of a larger allocation of funds. However, this program shonld not be
expanded 90 far as to allow it to interfere elther with military duties or
wvith normal GRI and local government budget processes.

6. Budgetary Procedures and Disaster Relief

Although the annual and quacterly apportionment procedures
of the Bureau of the Budget are not on the face of it related tn the
long-term development of the Ryukyus, the Task Force believes {t relevant
to point out here that certain circumsiances in the Ryukyus sake it
advigable to adopt special Bureau of the Budget procedures to allow greater
flexibility than now exists. This §a ao for two resncns; (1) the very
remoteness of Okinawa from Washington tende to alov down the speed with
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which the requests from the High Commiseioner can be acted upon, and (2) the
annual typhoon damage requires immediate availability of disaster relief
funds; present procedures sometimes involve long delay, making it impossible
for the High Commissioner to meet urgent needs., We recommend that budgetary
procedures for the General Fund be revised to permit greater flexibility
for the High Commissfoner, subjact to continuing requirements for strict
accountability and auditing, but allowing expenditures within stated limits
for stated purpuvses without prioc approval. We algso recompend that in
future Congressional authorization or appropriation authority be sought
to allow a substantial contingency fund for disaster relief on a basis which
will 2llow a carry-over of amounts until expended,
7. Relation to Previous Aid levels

While we believe that aid to Okinawa should be based on the
Island®s needs and the probable effect of the aid, we nevertheless think it
useful to compare the level proposed here with current and prior assistance.

U.S. assistance to the Ryukyus from sppropristed funds has
varied widely «wer the past fifteen years. After the war it rose %o #
level of more than $50 million in 1950, By 1956, it had fallien to $2 or
$? millton, and has since risen to $6 to $Y milifon annually. These
variations reflect abrupt changes in the political and military situation.
Significantly, they seem to have had little relation to any consiwtent
longe-tun objective.

After World War 11 GCARIOA {nvestiaents restored mich of the
fnfrastrmeture damage caused by the wer. However, durfng the 1957%s, as
~cononic developaent sppropriations fei! tn 3 level of about 32 oliinn,

our stated objectives for the Islands tecanwe more ambitious. 1n 1954 USCAR
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stated that its policy was to create a viable economy, and raise Ryukyuan
living standards to the Japanase level. In 1957, Executive Urder 10713
stated more modestly that the objective was to make "every effort to
improve the welfare and well-being of the inhabitants and continue to
promote the econo>wic and cultural advancement of the inhabitants." However,
PL 86-629 appropriations for 1960 in effect set a clearly inadaquate 56 million
maximum to this effort., This sum, has, however, been supplemented inter-
mittently by other forms of U.3. aid as noted in the Working Group “Levels
of Aid" paper.

There have also been direct pension and annuity paywents from
the Japanese Government to Ukinawan war veterans, averaging about $9 million
annually. In recent years the Japenese have begun providing technical
assistance to the Islands at an annual level of about $500,000, Finally,
Nampo Dobo Engokai, the semi-official Japanese welfare organization for
the Ryukyus has made small welfare contributions.

The current combined external Japanese and U.S, assistance
for economic development now totals about $7.5 willion annually. The
Task Force recommends that the joint economic assistance be raised initially
to about $19 million annually rising to $25 million 1/ per year at the end of
five yeaxrs. Assuming that Japan bears one:third of the costs, this would
require the U.S, to increase its appropriations for economic development by
about $10 million annually. In addition this recommended program would

increase the military budget for wage expenditures by from $3.2 million

to $4.5 million in five years. Lastly, a one-time funding for the

1/ Includes $7.3 million for "short-term programs" table 1 (§5.3 to $10.8);
$10 million "long-term development" and $5 million continual budget support.
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retroactive features of the retivement system proposed would also enteil
an 811 million grant and a $3 million loan. The Japenese might make some
contribution to the $11 million grant.

It should be noted that these prograns and recomwendacions
alone imply that the current limitation of FL 86 629 for ecouomic
development of $6 million would need to be increased to at least $16 milliun.
In addition, this is assuming that the Japanese contribute as indicated

above and that neither the one-time funding or the military pay increase

need to come from this source,
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IV, A _RULICY FUR U.S.-GRI RELATIONS3

The Task Force has recommended more aid to the Ryukyus and greater
cooperation with Japan in order to improve our position on Okinawa. A
third step of equal importance is to improve the terms on which U.S5,
administration of the Ryukyus is now conducted. Unless this can be
accomplished, the first two measures will be only temporary palliatives.

In the Ryukyus today the United States exercises complete authority
wer & peonle who consider us alien., There is nothing we can dc -- short
of rensuncing our piver -- to eliminate this completely or to assuage the
Ryukyuana' natural resentment at being deprived of union with Japan.
Althaugh the problem cannot be completelyresolved, we believe the United
States can and must take measures to improve our relations with the
Ryukyuans, and that these measures will at the same time enhance the security
of the base.

Under existing regulations (Zxecutive Order 10713) the 3Secretary of
Defense must "encourage the development of an effective and responsible
Ryukyuan Government based on democratic principles " The oxder gstablishé.
a Government of the Ryukyu Islands (GR1), with executive, legislative, and
judicial branches. However, the High Commissioner appoints the Chief
Executive of the GRI, and the High Commissioner is empowered to veto any
bill, annul any law, or remove any public official, if he finds it necessary
in order to safeguard ''the security, property or interests of the United
States." Most Ryukyuans, except for the relatively small left wing
element, realize that this paradox is necessary as long as the U S base
remains. However, they uniformly feel that the veto power and rule by

ordinance should be exercised only for matters which dirxectly affect the
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security of the bases. 1n general, the petitions we received from Ryukyuans
and the GRI emphasized their discontent with restriction on'"public freedome",
primarily the GRI's lack of autonomy. These issues are discussed in Section
2 below, "Political and Administrative Reforms."

In the field of civil rights the principal emphasis was on greater
freedom f£or the press, the right to organize labor unions, and freedom of
travel. These points are discussed in Section 3, "Civil Reforms."

In examining all these requests for greatar freedom, and especially
those having to> do with greater autonomy for the GRI, the central problem
in each case is to strike a balance between improving relationa batween
Ryukyuans and the United States and creating possible dangers to the
security of the bases. It is a difficult judgment to make We believe
that the vast majority of Ryukyuans are more pro-Japanese than they are
anti-American, and are willing to accept their situation if we can give
them a sense of political dignity as well as better economuie conditions.
Accyrdingly, we recommend thst the United states shift as much authority
to the GR1 as it can effectively administer withiu those spheres which
d:: not directly f{mpinge on the security and operation »f the base At
the same time, we muat retain the veto power, as well as defining the areas
+f Ryukyuan rxesponsibility as sharply as possible. We have carefully
congidered the risks involved in this courge of action. weasuring the
berefits it promises against our assessment of both, the capaclity and
respansibility »f the Ryukyuan governwent, and we have concluded that
sitich a tranafer is in the best interests »f the United States, and will
enhunce rather than diminish the security of the base.

We realize that there is legitimste concern that shifts of authority

frow the High Commigsioner tn the LRI mre likely to be irreversible
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But specificatinn of the aveas of new GRI authoritv. plus specification
of standards under which it should be exercised, can hadge againat un-
favorable repercussions. Finally, the High Commissionar's vetoc poer., and
his willingness t»> use it must remain as ultimate safeguards. It is our
judgment that the GRI is responsible enough to learn the limits within
vhich {t can safely use its puwers, ccnsistent with our basic sscurity
interests. OUn the other side, by retaining our authority in every sphere,
we run the risk that the High Comwisgioner hclds on to duties which he
cannot hope to carry out effectively, or in the alternative, he maintaing
the shadow rather than the substance of control. The first situarion is
exemplified by the problem of controlling the bankiug system. The
maintenance of bank solvency is important to the stability of the
Islands, yet the present control by USCAR suffers from the lack of
Japanegse-speaking specialists to perform the task Transfer of this
responsibility under appropriate standards wight not only give the
GRI an opportunity to develop its capabilities, but actually increase
the security of the Banking system. The second alternative {& represented
by the nominal restrictions on publications, which, since they do not
require the presentation of translated copy for clearance, have no real

substance.

1. Organization of U,3 Civi] Adminjgtration

We do not recommend in this report either the specific content
or the timetable of this transfer of authority. We recommend instead
that this process be determined by a reorganized USCAR with a civilian
civil administrator. The new administrator should be appointad at the

end of the tour of the present administrator. 1In the meantime, the High
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Commissioner should take some preliminary action to give GRI greater autonomy.

We recommend no change in the present powers of the High Commissioner
or in his manner of appointment. We recommend that the Civil Administrator
be a civilian, appointed by the Secretary of Defense, after consultation
with the Secretary of State and approval by thes President. 1t would be
best to recruit a man with considerable political and administrative
‘experience in national, state or local government, preferably one who bhas
previously worked overseas. He should be offered suitable pay and allow-
ances (we suggest a minimum salary of $20,000 per year plus suitable
living quarters in the Ryukyus). Hie appointment should be for a renewable
term of three years.

Wa recommend that HICOM and USCAR gteffs be reorganized to reflect
the three principal functions of U,S. adminstration in the lslands:

{1) The Office of the High Commissioner has certain basic
functions which cannot be delegatad, These include the use of the
veto power, the promulgation of basic ordinances, and relations with
Japan through the U,S. Ambassador in Tokyo.

(2) The Civil Adminiastrator's office under the supervision of
the High Commissioner, has two functions, including fe) supervision and
control >ver GRI and negotiation with the Chief Executive and other
branchees Hf GRI on a:l matters not relating to technical or =2conomie
developme :t; and {b) providing technical assistance to the GRI both to
the ragula: zovernme 1t departments and to the economic developmenl effort.

These two fuictione sl culd be carried »ut under the Civil Administrator -

the Lirst by he Deputy Civil Administrator‘'s office and the sectnd

by the effice of an Assistant Civil Adainistrater for Technical
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and Economic Develspment. It might even be desirable if these two offices «uuld
be located in different bufildings to emphasize the separation uf functiors Ik
is suggested that in the selection of the Assistant Administrator for Techniea)
and Econoamic ngglopuent the advice of the AID Administrator be obtained and thax
in the performance of his functions, he motec maximum use of AlD technical advice
To carry out functions 1 and 2a a small specialfized staff is needed to
advise HICOM and the Civil Administrasor on policy and facilitate 1iaison with
Japan, the GRI, the business community, labor organizations, etc. To carry out
function 2b a much larger staff is required.
The proposed reorganization must be worked out in detafl in Okinawa,
the foregoing recommendations are viewed as policy guidelines. They stem from
the Task Force's concern about the inconsistency between the various functions
that USCAR, as now organized, i{s called on to perform. It is being asked on
the one hand to promote GRI‘s ability to carry out its functions, and
on the other hand to exercise an essentially negative veto and control
function. Ryukyuan officials have emphasized this inconsistency to us,
and we believe that it {8 impossible for one group to carry out both functions
successfully.
Another issue in USCAR administration is the difficulty of hiring
and retaining well qualified civil servants. Partly as a result, about
20 percent of the U.S. staff of HICOM and USCAR are military personnel
Members of the Armed Forces can, after ali, be carefutiiy chosen and orvdered
to go to Okinawa, while uivilians can only be encouraged to come there.
We believe that a greater effort should be made to attract civilians to
replace military personnel. This will require a number of measures to

make Okinawa a more attractive place to work, primarily building and
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allocating enough houses to civilians so that they can bring their families,
Another appropriate incentive would be a 15 percent hardship post salary
differential,

These measures alone will probably not attract enough people of the
caliber desired and we recommend that the Civil Administrator be fmpowered either to
arrange with other U,S. Government agencies for transfer of technicians on
reimbursable loan, or to hire such technicians by contract directly or
through consulting firms,

2, B T Pol Adm ve (]

As noted at the beginning of this chapter, the Task Force
received a number of petitions requesting reforms. In general we are
making no specific comment on these requests, and are trangmitting them
to the Department of the Army for the benefit of the High Commissioner
and Civil Aduinistrator. However, gsome of the more significant requests
seem to us to merit comment in order to indicate the types of reforms that
we consider justified. So as to keep this sensitive probleam under continual sur-
veillance, we recommend that the High Commissioner make an annual confidential
report to the Secretaries of Defense and State indicating bhis evaluation
of the current situation, the actions taken during the year and those
prospective actions he anticipates which would help to develop the
Government of the Ryukyu Islands and to transfer to it responsibilities
commensurate with its ability as well as with the security of the

military bases.

a, Selection of Chief Executive, The GRI has suggested that if
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direct election is unacceptabla, the Chiaf Execut:ive be nominatad by the
Legislature subject to the High Commissioner‘s approval. This is quite
close to the present system under which the B:gh Comnissioner appoints
tha Chief Executiva after consulting with representstives nf the Legis-
lature. We think that this change would be & astep in helping the Ryukyusns
develop political maturity. While there is a slight risk that
the Legislature would nominate an unacceptable candidate, the Bigh Com-
missioner's veto power will be a safeguard in such a contingency.

b. Legislative Tarms of Office and Zlection Districts. The GRI

requested that the Zxecutiva Order be amended to extent the Laepisletora’

terms of office from two to thrae years, and that the provieion regarding
the number of membars and election districts be stricken from the

Executive Order and be provided i{n an appropriate law to be established

by the legislature. There appsars to be no dissent from this recoumzndation
and we concur.

c, or_Coordination of Legiglation. The GRI objects to the
requirement that legislation be eppruved by USCAR before being considared
by the legislature. They complain of translation difficulties. and ovther |
delays. Thay point out that this does not ercourage development of an
effective and responsible government. The GRI suggests that only legis:
lation which directly or indirectly affecta the security of the Ryukyu
Islands be cleared with USCAR in advance. This would give the majority
party more respongsibility. We agree with the GRI proposal, provided that
it is clear that the determination of proceduras and the specific types
of legf:lation which will require prior coordination will rest with the

High Commissioner.
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d. Criminal Jurisdiction of GR1 Court. The Ryukyuans want all
Ryukyuan defendants in court cases to be tried in GRI courts, except when
USCAR specifically asks for jurisdiction. The Ryukyuans believe that the
administration of justice requires an undexrstanding of the language and
culture., USCAR's major objection is that sentences imposed may be too
- 1ight. As in other matters, we believe that it is best to assume that
the Ryukyuans can do the job unless there is éood evidence to the con-
trary.

e. Transfer of USCAR Corporations to GRI Control. GRI would
like to have the RDLC, the Ryukyuan Electric Power Corporation, the Ryukyuan
Domestic Water Corporation, and the Okinawa Housing Corporation transferred
to its control, The Boards of Directors of these corporations all now
have a substantial minority of Ryukyuan directors. We see no reason why
the Okinawa Housing Corporation should not be transferred to GRI as long
as this move would not allow or cause rents to rise. The functions of the
other corporations are closely related to the security of the bases. In
other cases, the Ryukyuans have not shown that they have enough technical
ability to opsrate these concerns. However, we do suggest that Okinawans
be given increasingly responsible jobs in these organizations, as merited,
in anticipation of possible eventual transfer.

3. Civil Rights Policy

The three principal irritants to the Okinawans in this field
are prior approval of publications, limitations on freedom of travel
abroad and the Civil Administrator's labor ordinances. It is the opinion
of the Tagk Force that none of these restrictions is worth the anncyance

it creates and the propaganda use that anti-American groups make of 1it.
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Prior approval of all publicetions i3 not useful because there is
no restriction on import of publicacions from Japan. We suggest that
the regulation be abolished and that the GRI Legislature enact a law re-
quiring registration of all publications.

Ryukyuans feel keenly about the restrictions on travel abroad. HICOM
controls this travel by requiring travelers to apply for permits. This
is a method of preventing people who might be security risks from cauaing
harm to the U.S. during their travels abroad. A similar method is also
uged in the HLCOM Tokyo office to prevent undagireable Japansse visitors
from entering Okinawa. In cases where there is some doubt about the
advigability of issuing a permit, the applicant is asked to submit a
speciai application, the "long form." Many Ryukyuans refuse tc till this
out because the questions are congidered to be too sweeping or too
personal, and there is also a possibility that HICOM may interpret the
applicant's statement as being incorrect, thereby leaving him open to
e¢riminal progecution without appeal rights. This gives HICOM a method
of limiting travel without directly raising security iseues.

We believe that some travel restrictions are and will continue to
be necessary. However, the present method exscts too high a political
price. Therefore, we recommend that the long form be abolished; BLCOM
should approve or deny each application directly. However. in order to
protect HICOM in the eyes of the public, we also recommend that GRI
establigsh a review and approval procedure, thereby creating a buffer for
the High Commigsioner. (Ultimately, such a system might well eliminate
the need for HLCOM control).

In the field of labor relations, there has been constant and increasing
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dissatisfaction emong Ryukyuan workers and liberal political groups. They
feel that USCAR distrusts unions and union activity, and tries to over-
regulate it.

We believe this sentiment is justified, and that the result is to
create antagonism towaxrd the United States. The Task Force believes that
Okinawan labor is not basically anti-American, although it could become
8> if they continue to feel they are victims of unfair policies, We believe
that there are great advantages to ba gained from cooperating with Ryukyuan
workere., This was one factor prompting our recommendation for higher
salaries and fringe benefits. We should go beyond that and adopt general
policies toward labor that will win their cooperation. This could be one
of the most effective and least costly ways to diminish thrxeats to base
security.

The most controversial of the Civil Administrator's ordinances is
No. 145. Under this ordinance, no labor relations board or commission.‘
may certify a union until the Administrator approves the officials. This
ruling may be appealed to the High Commigsioner. This ordinance has been
the source of severe criticism not only in the Ryukyus but alao from ICFTU |
which recommended i{n 1956 that the ordinance be abolished. The Task Force
concurs in this recommendation. The xegulation contributes very little
directly to the security of the bases and even lessens it indirectly by
disaffecting otherwise friendly workers and providing a rallying point
for anti-American propagandists. Ultimately the ordinance i3 ineffective
because the Administrator's refusal to certify a union does not prevent

it either from dealing with employers or from striking.
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A number of objections have been raised to Ordinance No. 116, the
basic USCAR labor code, which also sets wage standards for military employees,
The only recommendation in this report that directly affects the oxrdinaunce
is the increased pay and fringe benefits proponsed in Chapter 11. However,
the ICFIU, the GRI, and the Ryukyuan labor unions have all objected to
various aspects of the oxdinance on the grounds that they are not suited
to Ryukyuan conditions, and that certain of the regulations are needlessly
reprassive. We suggest that a labor adviser who is a specialist in labor
law be assigned from Washington or from the Tokyo Embassy to assist the

existing staff in formulating technical revisions requirad in order to

make the labor code work better.
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Selected Working Group Papers *

Background Factors in United States-Japanesa Relations in the
Ryukyu lslands, Kingdon W, Swayne,

Military Objective, Security of the Base and Deyree of Rynkyuwan
Self-Rule, L., Albert Wilson.

Labor and Socfal Security, James D, Hoover,.
&yukyuan Economic Development, Henry Brodie,

Severence Pay and/or Reatirement Program for Ryukyusn FEuployees
of U.S. FPorces and Agencies, John D. Sitterson,

Compansation and Realated Benefits for Ryukyuan Employess of U.S.
Agencies and Activities, John D, Sitterson.

flectric Power, Edwaxrd G. Allen,
Water, Edward G, Allen.,

Utilization of U.S; Military Forces for LEconowmic Davelopment in the
Ryukyu lslands, Benjamin Evans.

Levels of Aid, John H. Kaufmann,
Draft "Agreement for Cooperation by Japan with the United States

of America in Rendering Assistance to the People of tha Ryukyu
1slands. " Kingdon W, Swayne

*There papers are on f£i{le in the Office of Civil Affairs, Departonnt of

the Army, and the Far Eastern Bureau, Department of 5tate. They are not
agreed task force documents, but simply working papsvs representing the

views of their authors.
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MEMORANDUM FOR THE SPECIAL ASSISTANT TO THE PRESIDENT
FOR NATIONAL SECURITY AFFAIRS

SUBJECT: Task Force on the Ryukyus

This is to acknowledge receipt of National
Security Action Memorandum No, 68, subject as above,
I have assigned specific responsibility for providing
membership on the subject Task Force to the Secretary
of the Army and have directed that other appropriate
components of the Department be prepared to provide

// representation and staff support, upon request,

Forsrag Ltz

L. U
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