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MR. DURNS/72177

Mr, Miriister and Mr, Director General:

progra.m to the Ryukyus from Japan for the Japanese Fiscal Year 1966, the
outline on this chart will be followed:

;j‘. Pu ose of the X7 /USCAR Iong Range Plan LRP)
to ‘a.n understandL 2 development of the IRP end its proposed funding,
' 2, HiStOI'lCc

of. some of the comprexities that confronted GRT anc T in developing a

planning system.

3_., The Plamning SEtem and Planning Cycle. This wovide further
understerdmg of the complexities encountered in plannle and budgeting for a
omgrem:‘thet is financed by three governments.

which GRI and

‘Summary < the IRP. This will show the scope and depth of planning

USCAR are ut’ zing in the IR

5. Pre... . Punding ‘olicies for FY - _1966). One principal

- follow-on-action to the approval of the.inuti:’ T was for USCAR assisted by

the annual program t

a2e three governments oonceﬁrned. "he U.S. nd GOJ aid

programs for next yez (US FY 1967 and JFY 1966) were developed concurrently

a based ﬁpon‘ ~he proposed funding policies for that year.

Sumary of the Ryukyua n ‘Economx and Projectinns.
economy today and projectmns through FY 1971 for

These reflect t.e

The proposed budget for the U.s. aid program and its :]ustiﬁ.cations wem

completed -and forwarded to the U, s Executive Branch on 10 Septe'nber 1965.

Meeting that U S. budget deadline . prebented our being able to ccmplet.e the

17 September 1965

In presenting the U S. proposal for the economic and technical assistance

Knowledge is necessary

ssground of the IRP, Thls will provide an understanding '

.GRI to develop long range funding patterns and policies for the finsncin. of

certain key economic indlcators.‘

°

gt e

necessary information for this meeting of the Consultative Committee prior to
" today.

" staff that we areiable to hold this meeting now instead of next week. -

- announced prior to the November elections in- Oklns.wa.

procedures of the U.S. Government preclude -revealing publicly total proposed Ur

' - 'preserrtatlon will be made in Japanese.

“covers the five-year planning period beyond the GRI fiscal year for which its

,",.'the economic advancement and social betterment of the <islands,

,

- A of the three governmente that contribute to the annual programs and budgets of

It was only through extra efforts and much overtime on the part of th
‘ We are
‘pleased that we were able to move this meeting forward despite the extra work-
load it entailed in order to make it possible for the Japanese Govermtent to " 

have the helpi‘ul announge: — concerning its aid to Okinawa that cam be

buiget amounts or individual projects pending appropriate action by the U S
_Congress.
To save the valuable time of the Committee members, the reme.inder of thia

1. Purpose of the Iong Range Flan

\AL’I- Wﬂfﬁmﬂ)
The Joint GRI/USCAR -Iong Range Plan is a five-year plan for the
Economic Development and Social Betterment of the Ryukyus. The Iong Range Plan

next budget must be prepared ~ The prinoipal purpose .. the long Range Plan is

to provide a sound basis for. the developnent of balanced, orderly, and fee.sible

‘measures and actions i‘or achieving the overall goals of the GRI and the U,S. for :

The iong range

' ‘i ‘plan is the method of insuring that the annual resources provided by the three .

governments that finance the program contribute to a total annual program that -

priorities as well as acconnnodating the immediate needs.

’I’his chart (#2). ie deeigned to show the relative magnitude of the revenues 5:

Show Chart 1)

theGRI

However, the administrative"

|
|

has Optirmm balance towarde achieving long range ob;]ectives in accordance with . -




,current fiscal year and the previous four years: -

(1) GRI has its own personal and cooperate income taxes.

(2) Other sources of revenue include commodity taxes , fines , fees ’

iforfeitures and the like.

The next main section shows the external assistance which include‘sz-

(1) The Japanese aid appropriation.

(2) The U.S. aid appropriation.

(3) Other U.S. assistance, which includes the USCAR General Fund and

: the capital earnings of the three USCAR corporations: the Ryukyu Electric

,Power Corporation; the Ryukyu Domestic Water Corporation; and the Ryukyu

Development Loan Corporation. The main problem in, developing a long range

plan and planning system for the Ryukyus is how to "package" the outputs from

" these multiple resource inputs into the various economic, eocial, and other »

govenment services programs.

2. Historieal Background of the LRP,

The first long range plan developed under the emerging formal. joint

. system of planning for the Government of the Ryukyu Islands and the USCAR

:' ;'_.the Ryukyu Islands (HICOM), Lt. Gen. Albert Vatson, II. Tt was recognized

~that the Ryukyuan economy had reached the stage of advancement and sophisti-

’ cation that required consideration of 1ong re.nge objectives and prioritiee

as the principal basie for determining the annual program increments on. vhieh

It shows the multiple sources of funds available in the public sector .for the th

xdevelopment of the Ryukyus and the operation and administration of its govern- %)

‘I'he first main section shows the revenues available to the GRI during this

was initiated in September 196h at the direction of the High Commissioner of

_shorteut was that the Joint GRI/USCAR Planning Group had to glve greater

“refinement of cost estinls.tes.‘

%o ‘absorb and the GRI to. administer the total program:

ear fthe program period X

- the budgets of 4the Government of the"Ryukyu Islands and the agsistance

programs of the United States and Japan are predicated 'each year. Since 'non

‘had to proceed concurrently with the development of the nucleus of the .

‘planning system.--"the eleven resource appl_icatlons programs and their 98

development of the GRI's FY 1966 budget; thus the initial LRP had to be

.completed by early March of 1965, & period of less than five months.

' formal long range planning system existed, the development of the first LRP.
:;progra.m elen-ents.‘ 'I'his was because the first LRP was to be utilized for the

Since its initial development had to be compressed into a short period :

shortcut procedures ‘had to be utilized to produce a plan that provided a/
\satisfactory basis for the GRI to fully . collate and integrate its own ,evemxes»
i'hrlth those from the U.S, FY 66 aid program and the GOJ JFY 65 aid program to
. insure that the total FY 66 GRI program and budget represented 8 well-balanced:i

‘ and orderly progression towards achieving long range objectives. One such,- :

‘attention to the first two years of the plan, FY 1966 and FY 1967, recognizing
hat the next reviews of the LRP would provide more time for validation of the

time-phasing of prog‘ram. units in the later years of the period as well as: :the

Another expedient utilized was to make a =

preliminary conclusion on-the optimwn resource levels to which the total‘

. program could advance each year consis_tent with the _capa'oility of the economy ~

evaluating a number of alternative levels, it was decided that the initial
LRP would be based upon the total program that would result from the equivalent
of a fii‘teen per cent increase in U S. and GOJ aid in F! 1967 and each eubeequent '

I-‘rom the outset, therefore, it was recognized :

After ‘projecting and




. e TS

that the init:.al LRP would be a preliminary trial step that woulds (1) provid
‘a specific basis’: for the evaluation and detemination of the optimum program
ilevel i‘or FY 1967, (2) reveel program segments that would ;require i‘urther
"intensive study to confim or refine ‘ultimate objectives and relative pri«- 3
~orities, (3) provide the docmnentation of initial program and cost information
necessary for a thorough re-evaluation and shakedown of the embryonic plan"
and‘- (h) provide a basis for the development of long range ﬁmding patterne and
policiesgfor use in the concurrent dev_elopment of ‘the V.8, FY 19,67 andﬂ the .
GOJ FI1966 aid programs.,,w o IS e
' ex'fe/(/vd./ e AR

In developing these two/aid programs, however, several special studies .
of ‘the long range pla.n revealed that ‘a number of programs could and should be
acvcelerated substantially in order _more rapidly to achieve the ultimate ]
goals of the plan. To accomplish this acceleration, it was felt that the U S

and Japan could provide much more external aifl'in FY 1967 than had been

considered i‘easible and practicable when the long range plan was first drafted.

Thls addltional external aid would assist the GRI in f:mancing certain selected

ount: s own revenues can be diverted to’ other high :
prlority program areas by the GRI when it develops its FY 67 program and
\budget next spring Eavorable decisions within the execitive branches of
; both the U S. and GOJ have 1ent i‘urther substance to this expectation. ’

With presently hoped-for additional resources, the revised total program

oi‘ the 3RT wfor F’I 1 67 wllly be increased by 16% over that envisaged in the

long range ‘plan Inﬂfact, the total program level now propos d for

FY- 67 even b:‘exceeds the level that was contemplated for FY 68 in the initial

ong range plan. Accordmgly, the basic assumption of the initial LRP that con~-

98‘_program 1‘ lements. : As :hes been seen ’ the first annual review is a continuatio

‘the)‘pU ‘S v FY 967 and bGOJ JFY 1966 a.1d programs.v In view of this sit ti n th

resent summary' of the long range plan do'snot mclude dollar totals, fo

[ eriod FY 1968 through FY 1971 for which no valid projection isf?etr available

Rather, to prov:Lde you with knowledge of the ecOpe and depth of" wur planning,

'the supplementary supporting package contains many substantive details of the“plan

en{en though the phas:mg may change. This oral sumary, however , will only show

'costs for the FY 1967 year of the original plan s:.de-by-side ! "

accelerated plan for FY 67 on which the 8.1d programs are predicated and: on‘ :

which the imnendmg redevelopment of the LRP is to be based. a . :
At present > “the LRP covers only the resources that are adminis tered in the :

GRI"'s general account budget. However, this is the heart of the entire prOgram

and, from a substance standpoint s contains all but a few of the program elements




determination of overall program and ﬁmding prioritiee each year.

It is important that the financial plan for the ma:]or programs and each

years of Icnovm budgete. The determination oi‘ source of i‘unds is a i‘unction

" The basic principles and policies on which the planning system is .
being designed as approved by the HICOM and the Chief Exemtive s

It isa common planning/progra.mming structure for GRI and USCAR.
The five-year program for the GRI General Account is the key " document.-"ﬁ.'»'{":’{;

It w:Lll relate mltiple resource inpute from the three governments . . i

involved to economic and social program outputs.

T6-38 %o be & simplified system for use by key USCAR/GAT decision- - = -

The plan and changes thereto are to receive the personal review of
Chiei‘ Executive and the High Connniseioner.

, It is to be the principal basis for the annual budgets of the GRI
and the aid programs and budgets of the U S, and Japan.

| g It will provide the means i’or evaluation and exchange of opinions -
between-GRI and USCAR on priorities. ‘ 4

The outline of the scope of the long range planning syatem is shown ’

On the 1ei‘t ~we show the public sector of the economy, on the right'
) the prive.tes ector. There are three main sections in our planning system a

'the Resource 5

by the GRI.

Applications Programs. The 98 program elements are the key segments on -

which the top level GRI/USCAR officials must make decisions thet result in

a balanced program of resource application over the planning period.‘
initial process is in this area and is the determination of the total resources

that are required and that can be gbsorbed by the economy and administered :

These are 1im1ting factors in developing the time-phasing of

the totel resource,sover the planning period in accordance with established

GRI and USCAR planning priorities.

Having determined the priority programs that can be executed, the next
- step is to determine how the total program is to be financed. ,
' that the Section II of the planning system is brought into play - the Resource

The sources of funds include the various taxes ard
i &S5 J‘/d/(t )
other revenue-producing measures oi' the GRI, and the external add programs

Availability Progra.ms.

., - of the United States and Japan. No attempt is made to allocate external aid

between the U S. and Japan beyond the budget year, since this is a ﬁmction

of the annual budget process. In fact the estimeted cost of external aid is

' Tro
1ncluded in eubsequent year ﬁeée&ée‘:a’nd—?‘or planning purposes only eince the

development oi‘ annual programs of budgets will reflect the actual nee i‘or

'," external aid. ‘

The private sector of the economy must be capable and mlling to imple- g

: ment any government measures designed to promote the economy and well-being

: ‘of the people and, therefore s must continue to participate in the initial

‘planning for and formulation of the policies and ‘plans. Induetrialists,

farmers » bankers s and other businessmen, cooperative aeeociatione an

L pertinent"j ntities' and rrepreavsentativee of the‘ local governmente mue be




‘consulted and their advice and counsel considered in planning the vari'ousﬁ
_._progi'am segments,

~ The combined effort ’61‘ the governmen t programs and the forecasts of

industfy aL'cti‘brisi s a§ well as reé@ﬁbhi#g gdvernﬁlent meé.Sures in support of .th
ﬁfiv#ﬁe secf;ér, #ré:“reﬂécted if;""lv;h‘e p;fbjeétions of the economic and sdc,;iai'.
xfeéﬁits. These :pfojections also provide feedback to the planners in govern-
,._,ment ;nd théj~'pfj.§a§te éeétpr sinc,ev“ t.he ‘i‘orec.a;étsfindicate areas of weakness
or Tag that require spectal attention. |
L ' S ' o (Uncover Functional Annexes) o
The funcﬁoﬁal annexes area.djuncts to the planning system that enable
fsp‘é_éiva;i"étudies and evalﬁaf}iopé ofthe areas indicated. For example, the '
ijboﬁét‘ﬁflétion annex‘ w:Lllreflect theapproved construction programs by ms.jort" ,
pmject , : T

’ yhe plé.nn_eié. Also it will pr§vidé_ a means of more finitely determining
’ total construction éapacity which is é']jmiiaing factor in planning and o
;ﬁﬁdget;ing. While’iong 'range plans for military construction are highly

icla.ssi_fied from a security standpoint, nevertheless,

trof,'e;aluate their demands on the inglust;r'y' through coordination with the -

s and corxlstmctién":cét;egdry aS"a‘ supplemerd;él means for decision making .

USCAR is in a position L

military establishment.

¢. The development of the

planni;'lg revi detailed tino phased
,4 . lew and budget formulation cyele o
.- therefor, T énd the nece

"essary procedures -

Future important developments in the forma
The further development of caﬁ‘m Mctional ,plannin'g gnnexés: el

8.

: for use in evaluating overall program bélance and feasibility as

<" for use in management &

1 planning system will-include s -

ﬁeil as

nd Asuperv'ision of day-tofday program exegution-.

p;fégmm which is normally submitted to th
' e

sho"v ay .
h uld be-available for execution by 1 Apri
. - 1Y » .r
gpd GRI fiscal years begin, The next ba
| | a : : r s

Diet

hows the main ste

egrlyfig _Janﬁary and whic A
1, three mort hs ‘beforeféhe U;S

steps in the anma

ps for the U,S




ttargeted for completion by. the end of January 1966 as shown by the third bar,” |

The last step in the annual cycle. is the development of the GRI annual

~program ‘and budget which mll use the results of the updated long range plan.

'I'his is the key step, as you can see, since it is here that the optimum program
N::Ls fomallzed. “The GRI revenues supplement the U.S, and GOJ funds and’ must g
be utilized to round out the total program. “GRT funds released by the
proposed increased i‘unding i‘rom external aid must be progrenmed next spring
’1nto the h1ghest priority areas which will be revealed by the program update

in January., Present

2 cha.nges in the LRP whlch will be accomplished in time for it to be used as

the basls for the preparation of the proposals for the U.S, FY 1968 and GOJ

another eycle.

,and ‘revisions to the LRP at the appropriate t:‘l.me.‘ ’

"*_ur'mnagofthemp ; . o ‘
The overall GRI ‘and’ USCAR goals for the Ryukyue s which are also the

_m'

, overall goals for the IRP, are shown on this chart. (Chart 5.)

column, Lﬂ:—ﬁ-ﬁet‘d:az:ﬁ'op, is is an order—of-megnitude estimte only: at

.. this time and mll be replaced Tnext January when the results of the continuing

_-applying only the known adjustments that were made in developing the aid

programs. We do know that, in the known adjustnents, we have substantial
acceleratlons in three program areas' Program 03, Transportation- Program 06
. Iabor and Welfare, and Program 09, Education. These will be explained later.-

. Please note that the total program of $86 million is wp'1/3 over the FY 1966

gfprogram, wh:v.ch is a large :mcrease. However, we believe that this large a

'I‘he decis:.ons on the FY 67 GRI annual program and budget will cause certein 1" “program can e execute d if the GRI a nd USCAR s taffs exert e xtra of forts which

they m.ll.

JFY 1967 aid programs which will start about June of 1966, And we go ,th_rough El

The bottom be.r shows that special studies of programs and progrem elements ,'f

: «are a continuous ma.tter, the results of whlch are reflected in annuval budgets R

(Pause and let them read) :
- The current ma;jor review and revision of the LRP will be concentrated

on determlmng the opt:umun programs and their phasing to achieve these goals .

radically revised amounts, a prehminary estimate of which is shown in last

study of the 1nit1al LRP are avallable. For example, we don't expect 8

decrease in Program ot the :mdicated decrease is because of the method of

The tota.l program also represents a 15, 5% increase over the IRP °

and is in excess oi‘ the FY 1968 column of the old LRP You can readlly see
r——

why ‘the subsequent yeare of the old LRP -are now not meaningful or valid,

Please note also that, at the bottom, we do not show a distribution of

aid between the US and Japan after the known budget year, FY 1966

* The next. Chart (#7 ). shows the program elements of the Education Program

'j‘j‘Element 0901 contains school construction for all schools - the compulsory e ,V

_,' schools, high schools, and speciel schools. Element 0902 containe equipnent .

£ and supplies for all of the schools Eiements 0903 and 090h:contain the 2

The next Chart (#6) shows the dol]ars programmed for each major progrem -
through FY 1967. The :mitial LHP amounts i‘or FY 1967 can be compared with th ;

RO S e




.i‘unds for operation and maintenance of the»'schools. The other elenents are

{ 3
smaller consumers of resources but important elements in the school program,
fthe revised FY 1967 amounts are also preliminary estimates except for certain
ones that will be later explained,

(Remove Chart)

‘While 1ndividua1 programs and program elements have to be l"-Vﬂ‘ d “{"‘g ““&

contains some extensive details of the program highlights of the old LRP

to indicate the scope and depth to which our planning goes. . These are much

Hav:mg discussed the requirement for and application of the resources, »

we now ‘turn to the next part of the plann:mg system which is concerned with

_chart ‘(#8) reflects the source of previous years'

for FY 67. The bottom line shows GRI's own resources from taxes and other

sources. The next line shows the U,S. aid augmentation, and the next line the
augmentation by GGJ aid This chart demonstrates the ‘need i‘or long range ‘
: planning as a ba.sis for detemining the opt:u:mm need for reeources in the

: rapid expans1on that oocured in FY 1966 and is being proposed for FY 1967. ’
‘ "Let us now turn to the proposed i‘unding policies for this $86 million

program.

s, M%hcies for FY 1967 (JFY 1966)

i

: The funding policies developed for the recommended u,s, and GOJ aid
programs for FY 1967 (JFY 1966) supoort the previously 1isted GRI and USCAR
: ‘ the l ng range plan,

fas shown’-on this chart (#5'; again) )

“rephased over the program period nevertheless, the package you will be given‘ :

more usei‘ul than the- invalidated dollar totals.for FY 68 and subsequent years. :

.the obtaining of the resources - Speciﬁcally, for FY 67, $86 million. ‘I’his ,,

resources and the proposale

)
i g T SR s RS A B b T s

In addition, i‘unding policies must be consistent with the criteris for

acceptable external aid recently explained by the High Commissioner to Prime

i Mmister Sato and subsequently stated publicly. The proposed funding policie'

 for FY 1967 also rei'lect consideration of the lack of flexibility in the GRI
: vGeneral Account budget which budget has not been able to adequately cope uith
* the rising costs of government adminlstration and operatlons. The :t‘unding

‘ policies have slso taken 1nto account the fa.ct that the GRI pays for centra

»‘government costs that would be borne by the Japanese cert ral government - if '

* Okinawa were a prefecture of Japan.

" The ma;]or proposed change 1n previous i‘unding policies is in th

e support §
“of a much needed

The
‘:‘ gap between the Ryukyus and Japan in educational facilities and standards
is of great concern to the U, S

s greatly accelerated education program (Program 09),

oy Japan, and the Government of the Ryukyu Islande'

; It is also pertinent that a substantial portioxt of the costs of this program

 not currently being borne by the U S, wwould be borne by the central govemment

11‘ Okimwa were a prei‘ecture of Japan.

Accord:mg]y, the U,S, inv1tee the Japanese Govemment to assist the -

: United States in an accelerated program of construction of schools and other

: educationalfacilities. - The goal by the end of FY 1971 is to raise the

Astandards of existing educational facilities in the Ryuk'yus to those obtaining

1n comparable areas of Japan to the extent possible. The i‘orthcomin,g review R

of the 1ong range plan w:Lll detemine the reprogmmming that is necessary

over the program period. In the meant:.me,




'iannuity program begin operation in FY 1967, It is proposed that the U S,

:continuation of certain other needed aid 'rojects for”this pr gram,

proposed that the $3.6 million program for FY 67 be shared on a more or less

‘equal basis by Japan and the U.S, and that the GRI finance the purchase of

The accelerated FY 67 program for education also proposes a substantial -

he 'U.S. and the GRI in financing these costs.

In the matter of teachers! salaries, in the Ryukyus, .the GRI pays the

\coet of all teachers' salaries. Therefore, the Government of Japan is invited

rto assist the U.S. and GRT in funding these total coets. It is proposed

‘$5 mlllion each in FY 1967 which is approxdnately 1/3 each of all teachers' T

]salaries and bonuses under existing salary rates. ‘The GRI will pay. the other;?
/3 plus the costs of.any pay increases that may occur next spring. -

If the requested aid to the education program materializes, the U.S. and o

\compared to $4.0 million in FY 66 an increase of over LOO per cent. The
total education program would increase by about 1/3 over FY 1966 _from $20.9
million to about $27.7 million. Also, it represents a substantial increase ’
of‘about 19% over the initial long range plan. o

A second major program area 1n which 1ncreased external aid is proposed
for FY 1967 is program 06, Iabor and Welfare. ~In that program, the newly ru";

enacted GRI medical insurance program and the government employees retirement

b
and Japan share the capital contributions that would ‘be borne bw'the ‘Japanese W

e which  Gmoun Ty “rlo %539, w0
central.government if Okinawa were a- prefecture1 This is inﬁaddition to>the i

“increase in school equipment and the Government of" Japan is invited to assist tl;

that the three governments share these costs, with Japan and the U S. contributing

Japan will be contributing about $16. 6 million to this program in FY 1967 as ,‘i,l'

O

-~ GOJ aid is proposed from $0. 5 m1111on in FY 1966 to alnost $1.1 million in
FY 1967

as not known by GRI or the U S.

' total of program 06 is estimated to increase from $4.3 m1111on in FY 66 to -

$7.9 m1111on in FY 67, an increase of 84 per cent.

In the area of program 07, Health and Medical, a substantial increase in

Pr1nc1pal‘;s ire $349 thousand for the treatment of

tuberculosis patioail o

i ayukyu Islands, and $256 thousand for a trash

disposal fur: :iié: in Naha.

Asfwith the Health and Medical Program, the balanc. 53 TWO aid
proposals would cont1nue to prov1de other pr10r1ty aid to otner program

v-gments on a selective pro;ect basis as necessary for progress 1n“ ch1ev1ng

f goals of the long range ian for contlnued economic, cultural, and soc1a1
ac- clopmes. . .

$86 milli . after takinmg into consideration the r:vsnue to be avallable to

the GRI a. well as - ;apability of the ec.. :* .o absorb and the GRI to

administer the total program. The $86 mi_.iy program '»V1ncrease» 3

‘about 33% over FY. 66 ~and . 16% over the 18 March long ran,

‘is cons1uered to . maximum program, thus, last-m1nute cha. .

,frecommended
by the GRI lnvolved e1ther sh1fts ik fundiu: or substitution of rew projects‘
in the totallprogram,oy remov1ng others.

In support of thdn ‘“eral Account program of the GRY the funding pollcxes

call for GOJ a1d of 314 2 m11110n Add1t10na1 hlgh prlorlty aid not funded
tnrough that account results 1n a total proposal ‘for GOJ aid of $15.9 million,
,xclud1ng the costs of telev151u for Yaeyama Gunto and Miyako gunto which

- the release of U.S,

The regulatlons of the U. S Government preclt

budget amounts for FY 1967 until January of 1967 ~.=n the budget is proposed

16

The aid p.......» round out the total program for FY 67 of over .:




to the Congress. Even then, the details oi‘ the items that make up the total

:'cannot be divulged until the hearings of the Appropriations Committee of the

aHouse of Representatives are msde nublic *f"Accordingly, the proposed press i

elease makes no mention of specific U S e.id totals or individual aid -

mjects. And to ‘preclude any possibility of jeopardiz:mg the successi‘uli

'acquisition of U S aid s the ) k’vernment of Japan is requested ‘to prevent

;public release oi‘ an;»,r U>S Vaid levels or individual projects that may be

: educed by collation F ison of the specific proposals for Japanese

sid w:Lth certain overall» tabls s, i
tation. ; It is expected that 'the Japanese Government prior to elaborating

‘publicly‘on the US-proposed int i’unding policies for external aid in FI 196

will onsult with the Enbassy. o i _\“
The 'aid proposal for GOJ aid consists of h‘)’ projects, This chart (#9)

ows the p: Kposed e.id program and the distribution of the projects by ma jor

program groupings. B

Program o1 A riculture, Forestry, and Fisheries. This program includes

rojects such as i’arm roads, agricultural land development, livestock research

importation cf 1ivestocks, forestry development fishing port construction,

and funds for the Central Bank for Agriculture, Forestry and Fisheries. "

:Programs 03-0 : Transportation and Public Works. These two programs

include projects’ such‘as bridge construction, piers and harbors, mountain

conser'vation, i'lood control works s retaining walls and electrical facilities.

Progra.ms 06-07 Labor, Welfare, and Health
\pro;jects such s I edical equipment and supplies, trash disposal facility, .

These two programs include

dnourance prograns and funds for the daily Life security ot livelihood
% protection program, '
| Program 09 M_ﬂgﬂ- _ This program includes projects and activities

such as. funds for teachers' salaries, public school constructlon, school

L equipment library books » and scholarship loan i‘unds.

Category. Other Program . The remaining programs include pro;jects and

vactivities such as funds i'or the People s Finance Corporation and Weather
station facilities. A'Lso included are projects which will he administered

iby the Japanese Govermnent and the Nampo ho V’Engo Kai such as technical

'assistance, ,the model farm, supplies for the high altitude weather stations

the total progra.m sddeclining. Rather, it reflects the result of the

funding policies which transfer items to the ﬁmding . 7‘é\l:lI

‘ The aid proposal includes eight projects not included in last year'

aid program and excludes 12 pro:jects contained

: 1 Fands for the People's Finance- Corporation
2. Assistance to Teachers! Salaries o
3. "Public School Construction ,
hs. Treatment of TB Patients in the Ryukyis
5‘;‘“ Capital contribution to Medicel Insurance :
6. Capital Contributlon to Government Ehnployees' Retirement Annuity :
7. Trash Disposal Facility for Nala city

8 TB’i'or Sakishima (no funds are included ye since the- actual ost.
is being developed by the Japenese Government )
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e &mounting to $8,1 million, are for projects which are administrative in naturev

The 12 excluded projects include those which are either one-time . and which can be readily executed because they merely entail the transfer of

rojects, such as the refrigerated fish carrier and model fishery center, cash from the Jananese Govemment to the G°v°mm°nt of the Ryulqmu Islands

“or low cost or controversial projects, such as fish nests and land survey,

’ for such costs as teachers' salaries.

which can be readily i‘unded by the Government of the Ryukyu Islands with

No problem is foreseen in executing the equipment and supply projects;
”its own funds.,.

,‘.This leaves the aid program pr0posal with $h.0 million of construction

type proje cts s

Under the aid progrsm proposals s the GRI will have considerable i'unds an amount Whl(:h is approxinately $9OO 000 greater than in

JFY 1965, As we did last year,

b released i‘or reprogmnmﬁng to the needed program elements oi' the long range

O .

we have again been careful in not over progra.m—

plan, Moo, GRT winl ‘have an increase in ite - revenues estima ted at’ ‘ming in the construction area to insure that the proposed projects can be o

execute d.

about $6.h million, The- i‘orthcoming review of the 1ong range plan and the

subsequent development of the GRI's FY 67 budget next year will see the

The proposed aid program which I have just outlined to you does not

mclude the request for loans to’ Ryukyuan industries which was made in the
{ 3last Consultative Committee meeting in May.

* final detemination of the exact areas in the total program of $86 million

to which the GRI revenues should be applied. In the msantime, ‘the GRI , :0111‘ Government still has not

currently plans to program against the released revenues and, their own additional

-

revenues such activities as the following' Mo RNV

. submitted its specific proposal,

‘,6. Smm"nagz oi‘ Rﬂmgn Economy and Projections

' This chart (#11) shows ‘the overall economic growth The Ryukyuan economy: - A

1’."L Education Distribution Tax system costs which was recently established

2. Admim.strative expenses and employer's contribution to the medical

< continued to grow at a high rate in F'Y 1965.
; totalled $366 9 million,

The Grose National Product

insurance and government employees! retirement annuity programs.

a 12,2 per cent gain over FY 196h's $327.1 million,
\In constant FY 6h dollars,

3 Compensation for lands expropriated i‘or road construction. ) ‘this is the equivalent °f $361 1 million. ‘

- The most rapid progress was recorded in the eecondary industri
: over 196&)

he Municipal distribution tax system - additional i\mds?through es (up 1h 5%
G The tertiary industries continued to show a high rate of growth

increased rates. ”

s, Additional funds needed for maintenance oi' school buildings, govern- i i

(up 11 6%) but the primary industries recorded only moderate gains. (ap 7.2

© per cent)

ment buildings, roads, bridges, retaining walls, and piers and harbors, etc. '

TSR,

: »6.‘ Construction of essential roads.

N

Please note' this last chart (#10) which shows the aid program by type :

'Ihe chart indicates that most of thc i‘unds, e




to sharp declines in world sugar prices, the export vs.lue of sugar products
did not' increase significantly

In constant FI 61.. dollars s the .gross national product is projected to be

: about $631.0 million in FY 71, and the national income about $552 million

prov:Lded there is no major change in the assumptions on which the IRP is

based, (l

With respect to the ei‘fect the( conomic growth had on the populace, the
: per capita income was recorded at $£5 in FY 1965, 10.2 per cent more than

. the $322 of FY 196&. The $355 average per capita. income in the Rytﬂcyus is

in FY 65, a 7 2% increase. E'xports went up from $66 1 million in FY 64 to
$79.4 million in FY 1965. Thus the trade deficit was a large $131.3 million,

hich by itself would indicate & heavy deficit in the balance of paymente. Co i
;{This is not the case, however,. as shown on’ this next cha.rt (#13). The solid )
.‘line shows the receipts and the \'dotted line' the, Payments‘_w,hich are about, the -
same. 'I‘ne spending in the economy resulting from the military base makes up ‘
k'for the heavy trade deficit : !

- The materials given to you contain a. multitude of details on the current ; -f-v‘;/t ’
;status of the e conomy and the economic pro;]ections under the long range J’plan.“"-"‘:‘ B

We have only touched on the major one's here.

"i This" concludes the' briefing

Are there any queetions?
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