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jzﬁ_ j’/@'{\ Confidential

June 6, 1957

The introduction of United States Development Fund
and the establishment of the Overseas Investment
Organization in Japan | '
1. It has been céntemplated for a long time in Japan that
an overseas Investment erganizatien sueh as to cover the
deificie:ncies of the Export a}nd Import BankA.of Japan would
greatly facilitatgzthe material%éation of éari@us jeint
venture projects with other Asian countries. Hewever, -due
to the limitation of the Government financial funds to
initiate the establishment of such organization, this is
still a Pending guestion. |
TIP it is at all possibie that Japan be qualified as
a recipient country efthe United States Development Fund,
and & part of thewbﬁdgetary apprepriations. for Japan's own
_\‘;“ domeéstlc developmént projeets such as electric ﬁower plants,
l roads, iren and steel mills etc., is replacéd by 1ow;intersst
loan by the Fund, the budgetary fﬁndsawhich would thus become
adéitionélly available could be used for investment in an
overseas!investmgﬁ% organization to be set up in Japan,
(Note) In Japan, investment of part loans from
Government funds, are made to Government iInstru-
mentalities or projeéts which are considered to'
need special Govermment encouragement through

a
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8 Special Account (the Special Account for
Tndustrial Investment).

The 1957 budget for this Special Account was
377 billioﬁ ven; fhe main recipients of investment
being_thé Electric ?oWer'Develmeeﬁt Company, 10
billion yen; fhe Petroleumn Rescureces Development
Company, l.5 billion yen; the Heokkaido-Tohoku
Reglons Development‘Corporation, 1.5 billion yen;
and the Agricultural, Ferestry and Fisheries

Finanee Corporation, 7 billion yen.

2. The Japanese Overseas Investment Agéncy to be establilshed
will: (2) have as its purpose the playing of a complementary
role to theé promotion of private investment, (b) enable
investment In overseas investment companies which may be set
up,: and fo which, mder the present Exporit-Import Bank Law,
investments could not otherwise be made, en#ble direct invest-
ment - in overseas enterprises, and alse to exbtend credit at
more favourable terms than are currently available from other
existing finsncial institutions (maximum 33%), and (¢) receive
Government investment in the initial yesar of 10 billion yen,

with the increase of a.similar amount in each consecutive

year for & period of several years, From the foregoing,

it will be seen that the amount of United States funds to

be
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be introduced into the Speeial Account for Industrial
Tnvestment as loans would need to be 25 million dollars for
the first year and another 25 miiliop dollars for the second

year, bringing the total to 50 million dollars,



Attachment

Outline for Establishment of Overseas Investment Agency

1. _ Purpose
This Agency has as its purpose the fulfilling of a
complementary role in promoting -private investment in -
overseas businesses considered to be especially fmportant
for the economic developmént of our country.
2. Capital
(a) The capital for the time being shall be provided from
Government funds (approximately 10 billion yen each year),
but provisions shall also be made to invite the participation
of private capital,
Future participation and cooperation of foreign
countries shall also be considered.
(b) Tong-term loans from the Government, private sources,
or foreign sources, shall be consldered.
3. Form of Enterprise of the Investment Agency

The Agency shall be a special juridical body for overseas

investment.

|¥
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Cperations
(1} Investment
Except in cases which cannot be helped due to the
existence of international agreements, or other reasons,
the general priaciple shall be to complement private
capital in cases where the pfivate businessman cannot
obtain the full amount of funds necessary through ordinary
finaneial channels,
~a. Investment of capital in overséas business enter-
prises (Regardiess of whether subject enterprise is a
foreign- juridical body, a Japanese Jjuridical body, or a
Jjoint enterprise; the same hereinafter.)
b. Investment or the granting of loans to a Japanese
business enterp:ise investing in an overseas business
enterprise,
¢. Loaning of funds to overseas business énterprises.
d. Loaning of funds to Japanese buisness enterprises
loéning funds to overseas business epterprises.
(2) Guarantee of Liability
In the instances given in the prec¢eding paragraph, to
guarantee the liabilities incurred from other agencies by
the business enterprise to which investment or loans have
been made by this Agenecy in connection with such investmént

or loansg,’

5.
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5. TForm and Method of Investment
(1) Form of Investment
The principle shall be investment in concert with
private businessmen- (the rate of investment for both
parties shall be decided after taking into consideration
the. eircumstances of the subjeet for investment, but in
any case the maximum rate of investment permissable by
this Agency shall be decided), but in the event thgt due
to international agreements or other reasons, such combined
investmept is not allowed, the Agency may make investments
on its own. -
(2) Investment Media
Investments shall be made in kind as a general rule,
but in cases when it is considered especially worthy,
investment in cash will be permitted.
é. Accounting _
The principle shall be for all business enterprises
subject to investment to be on a commercial paying basis
" (in future also, enterprises which are not on such basis
will not be considered for investment), but the Agency
itself will aiéo be required to adhere strictly to a self-
paying basis.
The



/

-

R I

The aim for the future should be to make this Agency

entirely supported by private capital, and to place it under

private management,

7.

Others

(1) Demanding of Security and Participation in Management

a. In cases where direct loans are made, instailations
which are the subject of such loans shall be demanded
as security, but other physical securities may also be
demanded 1f necessary.

In cases of indirect invesiments or loans, as a
principle the assets of the Japanese business enterprise
concerned (in the case of indirect invastment, including
the bonds or stocks involved in such investment) shall
be demanded as security.

Besides the above, if necesgafy, guarantees may be
requested from the Government or the Central Bank of
the foréign country involved.

b. In case of direct investment, provision shall be
made to allow the passibility of obtaining nen-voting

stock in certain cases.



-5 -

(2) Request of Interest and Recelpt of Dividends

It will be possible to allew deferrment of interest
and dividend paymenté for a certain period after the loan
or investment is ini%ially made,

(3) Beneficial'TreatmenF concerning Taxes

Various beneficial treatments 6oneerning taxes shall

be accorded to this Agency.
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Capital Cost Estimate for the Investment Agency
(Estimate Formulas)

Ratio of Expenses ... to be 0.4% (the same as the Export-
Import Bank)

Ratio of Reserve for possible Loan Losses ...

The reserve for possible loan losses shall be one one
thousapdth of the total working fund balance (the same as
for ordinary Government financial institutions) and the ratio
shafl be computed from the following formula:

Balance of Total Working Fund x T,’%‘bT

Average Balance of Total Working Fund

Ratio of Dividend ... the ratio of dividend towards private
investments shall be 10% per annum, and the ratio shall be

computed from the following formulas

Average Balance of Private Tnvestment x 0,10

Average Balance of Total Working Fund

Cost of Loans (Payable) ... the interest rate on loans from
the Trust Fund Bureau of the Japanese Government is 6.5% per
annum, so the cost shall be computed from Tthe following

formulas

Average Balance of ILoans x 0.065 _
Average Balance of Total Working fund
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(I1lustration) (Unit: 100 million yen)
Government Private  Government

Capital Capital Loans Total
First Year 100 ) : 100
Second Year 100 20 30 150
Third Year 100 30 30 160

Balance of Total Working Fund 410

)
) in Third Year
Average Balance of Total Working Fund 330 -

Ther&fore, the total capital cost will be:
Ratio of expenses .............;.............. 0.40%
Ratio of reserve for possible loan losses ... 1.24%
Ratio of Aividend seeceessecessscsscsesnssssss 1 06%

Cost Of 10ans (payable) " ® & v P 0w e * e F e bR 0089%

TOLAL sevecosscessassennnnees 3.59%
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Asian Economic Development Fund and

the United States Economic Development Assistance

I have already given my views regarding the esbablishment of a
development financing orga::;iza.ﬁion for Asié. to function concurrently
with project-by-project development assisbance, and further, regard-
"~ ing the use of pé.rb of sqch organizationts funds to finance re-
discount of deferred pasyment credit billé; in exporting capital goods
necessary for the development of Asia and alse to finance the
adjustment of demand and supply of rice and other Asian agricultural
products,

I have spoken of the “a;bove ideas to the representatives of the
various Southeast Asian countries I visited during my recent tout of
that area.

I would now like to set forth my views on this subject in a
little move detail s taking into consideration Presidemt Eisenhowerfs
special message on Mutual Security as well as impressions of my
recent tour. |

1. The newly proposed United States Development Fund contemplates

package financing to the development banks of the recipient countries

as an exceptional measure, but as a basic rule, it still seems to

find it necessary that the United States will undertake bilateral

negotiations directly with the recipiemt country on each project before

approving
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approving financing. If the Fund is administered based on this broad

principle:

- 2.

(L ‘s.eeing that the ICA will be responsible for each decision
to finance, it will of necessity have to undertake adequate
investigation in each instance and to place various conditions
on the financing, and camnot be indifferent to the actual
execution of the economic development project carried oub by
neans of such financing.

(2) It will therefore become difficult to attain one of the

~ main objectives of the newly proposed United States Development

Fund; that is, the simplification and increased efficiency of
the assistance administration both in the States and in the
field,

{3) Although, in making decision for each loan, emphasis seems
to be placed on its long-range econcmic effect and its contribu-
tion to the improvement of the international pelitical situation
rather than on its normal profibability, the more strictly such
policy ié adhered to, the more will the judgment of the United
States, instead of the judgment of the recipient couniry, be
the deciding factor, with the result that friction between the
thinking of the United States and the recipient country cammot
be avoided. |

In order to solve the problems mentioned above, and to adminis-

ter the United States Economic Development Fund in the most effective

manmer:
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marmer, it is suggested that the United States, concurremtly with

the usual bilateral formula of negotiating with the recipient country,

adopt- a formula as is oublined below:
(1) An overall revolving Fund for the Asian countries should
be established with certain portion of the main global Fund
which is in itself revolving, the Asian countries should be
actively encouraged to cooperate in its operation, and the
donating countries 6;(:‘ the Colombo Plan and cther free nations
of the world should be invited to contribute to the Fund,
Based on the above basic propositions, as given in greater
detail in Attachment 1, such an Asiaz-i Economic Development Fund _
should confine itself to giving financial facilities to (a)
public works which would not pay at usmal interest rates , and
(b) development and productive enterprises which are still in
their inftial stage, and which have not yet reached the stage
where they can be put on a commercial paying basis; both of
which categories would fall somewhere between those enterprises
which .é,re already on a commercial basis and therefore can be
financed by eﬁsting izrbernationail financing institutions and
private iaanks, on the one hand, and welfare and social works on
‘the other which by their nature have to be carried out on an
entirely non—profitaﬁle basis,

Certgin
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Certain Asian countries have in the past assux;led a critical
attitude towards the establishment of a regional organization,
owing to various conflicting interests among them. "It is con-
sidered, however, that this difficulty can be solved by taking
special care :|.n the composition and administration of the
proposed Fund. )

(2) The idea of re-‘discount institution for long and medium-~
term export credit bills, presented in further deta:ilil 1n Attach~
ment 2, is also based on the same— trend.of thought. At present
there do not exist re-discount facilities for five to ten years
bills such as existed in London before the war and therefore
long and medium-term deferred payments exports of capital goods
ternd to be priced far above the amount represented by the
interest for th? period. This tendency becomes more marked as
the period lengthenes. The establishment of such financial
institubtion whic¢h will specialize 1n re-discounting deferred
payments export credit bills for exports to Asia would help
:'anr&ve the above situation and facilitate the import of capital
goods by the Asian coumtries,

(3) The above suggestions are made to accommodate the most
pressing need in the Asian count®ies for long-term economic
development. However, when economic development is pushed
ahead rapidly in Asian countries domestic inflation is almost
inevitable, In order to 361W the problem it would be desi.réble

not
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not only to provide thesAe countries with long-term and medium-
term financing but also to eﬁ:bend asgistance in the short-term
foreign exchange credit for import of consumer goods. Tt is
felt that this objective could be partially attained by enabl-
ing the proceeds of the seasonal sale of agricultural products
of the Asian countries to spread evenly over 'b].aéA year.
Further details of this concept are givén-’in Attachment 3.
(4) The newly conceived United States Development Fund, with
fiue respect to the initiative of the recipient countries in
planning and putting into practice their own economic develop-
ment projects, is making it possible to finance directly in a
package deal the domestic development financing institutions of
recipient countries. It is considered that this formula would
admirably meet the nationsl feeling of the Asian countries and
greatly promote their initiative and leadership in formulating
their owm develoﬁment programs.
it seems most desirable to encourage the establishment of
domestic development financing institutions :Ln each country o cor-

respond to the regional development: fund.



Attachment 1

The Establishmernt of an Asian Development Fund

1. Purpose of Establishment

The amount of credit extended by the World Bank to the Soubh~
east Asia region, excluding Japan, is only 14% of its botal credits.
No credit has yet been extended by the International Finance Corpora-
tion, but judging from the circumstances of its establishment, it 1is
‘believed that most of its activities will be centered in the Central
and South American regiom., As the economic level of the Southeast
Asian region is so low, and it would be impossible to make ends meet
at the terms offered by exisﬁing inbernational financial institutions,
it is not believed that the demand for development funds in this
region will be fully satisfied by such institutions.

From 'bhé above viewpoint, it is proposed to set Up a non—profit-
making fipancial institubtion for the purpose of making invegtments
in economic development projects and making low imterest loans for
such projects in the Asian region with the participation of the
Colombo Plan countries and any other free counbries that may wish to
conbribute capital to this instifution. Such international financial
institution is to complement, and not to conflict with, the functions

of the exisbing international financing institubtions.



2, Outline of Fund
(1) Functions of Fund
The Fund will provide loans to Government public works
(excluding such welfare works which are entirely non-paying) and
to development and productive enterprises, both public and private,
whigh are still in their initial stage, and as such, need especial-
1y low-interest funds; the credit formula and the terms will be as
follows:
(i) -(_}overnnent Public Works
Funds necessary for this type of work will be loaned
directly to the Goverrment concerned, and the interest rate to
be applied shall be below the international rate but enough to
cover the Fund's ratio of expenses (including reserve against
possible loan losses).
(Note) Breakdown of ratio of expenses (about 2%) :
General ratio of expenses ... more or less O.4%
Ratio of Reserve against Possible Loan Losses .
++. MmOTE OF loas 1.3%
(ii) Development aﬁd Productive Enterprises |
T_h'e. Fupd will provide low-interest loans for the period of
inibial oﬁeration of such enterprises (for a maximmm psriod of
five years: interest rate to be é.ppl:‘.ed. same as in (i) above),
but after such period has elapsed, the interest fate will be
raised to the international level or the loan will be transferred

to



to the development financing institution of the country con-
cérned or to an appropriate intermational financing institubion.'
In the case of privately operated enterprises, loans will only
be made to such projects as the Govermment of the country
concerned guarantees the repayment.

Besides the above, in order to-effect increase of working
capital, in the_case of Government operated dewfelop:genb and
productive ‘prbjects, it will be permitted to invest in stock
(in such cases, non-voting stock) unde_r.the condition that the
project concerned will repurchase the same after a certain
period, and in the case of private projects, it will also be
permitied to invest in transferable deberrbﬁres.

When the Flmd.receives repayment of loans, or when the
Furd disposes of stock or transferable debentures in order to
repossess funds invested, the currency received shall be United
States Dollars, Po;mds sterling, or other convertible currsncy
(except in cases where the original loan is made in loeal currency).

(2) Participating Coumbries

The counbries participating in the Fund shall be the member
countries of the Colo'mbb Plan and any o’c.her free countries which
desire to participate.
(3) Capital necessary to start Operation of Fund

The Fund will start operations with capit;a.l of about five

hundred million dollars, in gold, United States Dollars, Pounds

Sterling
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Sterling, or other convertible currencies (in the case of Asian
countries, it will be permitted to make half of the comtribution

of that country in the currency of that country). The countries
contributing to the Fund shall be the assistance providing countries
of the Colombo Plan (the United States, the United Kingdom, Canada,
Australia, New Zealand and Japan), any other free countries that
may wish to combribute, and in addition, if any of the Asian
countries desire to make contribubtions s they will be encouraged to
do so. |

(4) Organization of the Fund _

The Fund shall have a Board of Di'rectorsv and a Secretary-
General. The Board of Directors shall be composed of 'representatives
of all the participating countries, and shall make decisions on all
fundamental matters pertaining to the operation of the Fund, capital
planning, and whether loans above a certain amount shall be granted
or not. The mumber of votes which may be cast by each participating
counbry at meebings of the Board shall be equal for the Asian coune
tries, so long as the total number of such votes does not exceed one
third of the total wote; for the contribﬁting countries, the number
of votes shall correspoﬁd to the amount contributed (however the
mmber of votes of any one country shall not exceed one half of the
total number of votes allotted to the contributing countries, and
in the case of an Asian country which is alsc a contributing coun-
try, the right as a contributing country may be added to that held

as an Asian country).
The



The Secretary-General shall be elected by the Board of
Directors, and will have the authority to decide whether or not to
grant loans Below a certain amount '(subjec'b s however, to post

approval by a general meebting of the Board).



Attachment 2

The Establishmetit of an Institubion to Re-Discount

Long amd Medium-Term Credif Bills for Exports to Asia

1. Purpose of Establishment -

Wikh theprogress of economic develcopment, the scarcity of
foreign e'xcﬁange in the Asian cowntries has become extreme, with the
result that in the import of machinery and other plant installations,
these countries are obiiged to choose those countries whic;h grant a
longer period of deferred credit payment, even if the actual price
is higher., On the other hand, the capital goods exporting countries,
because of the fact that the present international financial markeb
has not yet recovered its function of making long and mediuwm-term
.!:oans of from five to ten ysars such as were available on the London
market before the war, find it difficult to meet the conditions of
long and medivm-term deferred payments which the Asian countries
desire, As a result, the longer the deferrment period is extended,
the price tends to increase to higher levels than actually warramted
by the amount of interest for the pericd. This means that from the
standpoint of the importing country, imported goods are over-priced.

Therefore, if a financial institubtion capable of making.long
and medium-term loans to the exporting countries could be established,
the exporting countries, by making use of the credit extending
fac-ili’t.ies of such an institubtion, could meet the desire of the Asia.n

countries



countries for long and mediwm-term deferred payments, and further-
more, because the turnover rate of foreign exchangé would be greater,
more goods would become available under such deferred payments, On
the other hand, the importing countries would be able to make pur~
chases at low prices on the desired deferred payment terms, and thus
it can be expected that the speed of economic development would be
increased.

As the exporting countries which would be the direct; b;anefin
ciaries of such a :Elnam:mg institution are not confined to the Asian
'comrbfies s it would probably be more reasonable to consider such
ins:bitution on a world-wide basis, However, in view of the urgency
of the need to promete economic development in the ASZ'!._B.II region, it
is proposed to establish the re-discounting institubion along the
following lines. In this connécﬁioﬁ, it would be most desirable if
the World Bank could enlarge the scope of its activities into this
field.

2. Outline &f Institution
(1) Functions of Institution
This Institubion has as its purpose the re-discount of export
credit bills denominated in United States Dollars, Pound Sterling
or other counvertible currencies and issued for the purpose of
exporting machinery or plamt installations to the Asian countries
(in the caéec:‘of state exports, such as in the Soviet Union, bills

are



are not discounted in the state concerned, so such bills will not
become the subject of re-discount by this Institubion). The terms
suggested are as follows:
a, Pericd of Re-Discount ... seven years maximum;
b. Interest Rate for Re-Discount ... a lower rate than the
ordinary international rate;- | |
¢, Limit of Re-Discount ... within 50% of the amount arrived
at by subtracting the amount received during the
first year from the face value of the bill;
d. Guaranteé .. the Government or-the Cemtral Bank of both
the exporting country and the importing country.
(2) Capital necessary for Institution
The capital necessary for the initial year of operation of

this Institution shall be one hundred million dollars.

(Note) Basis of Calculation for Necessary Gapital :

a. Assuming that average annual imports of the Southeast
Asian countries of machinery and plant installations amount to one
billion two hundred millioﬁ dollars, and that 50% of this amount
would be presentAed to the Institution for re-discount, a reverse
caleulation would give the figure of two hundred and fifty million .
dollars, which would .therefére be the amoun:b\ of necessary capital.

(The actual amount of capital goods imported by the area in 1955

was $1,187,000,000,)

o'
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b. Assuming that the average re-discount period handied by
the Institution is six years, the capital of the Institution will
make one complete turn-over in five years, as the receipts of the

initial year of operation will not be the subject of re-discourt.



Attachment 3

The Establishment of an Asian Trade Fund

1. Of the Asian countries, Thailand, Buram, Ceylong, Pakistan,
Viet—Ha.m;, Malaya and Formosa all depend on the export of a single
kind of agricultural products such as rice, or sugar, for over 50% of
their total exports. The other countries, namely the Philippines,
Cambodia, Indonesia and India also depend on only two or three kinds
of agricultural products for over 50% of thé;‘.r exports. In addition,
as such products are all agriculbural, the harvesting and shipping
periods are more or less fixed, and as transportation and storage
facilities in these countries are not always adequate, making storage
for long periods difficult, export shipments are concentrated in a
period of several months directly after harvesting. Therefore, in
most of the Asian cc.auntries there is a strong tendency to be unable to
spread out their foreign exchange earﬁings over the :E‘ull‘yea.r, which
-i‘a.c'b makes it difficult for them to import necessities at the times
needed, and causes them to lose opportunitiss to make purchases on
advantageous terms,

Therefore, if it were possible to make foreign exchange loans
with the future agricultural product export earnings as security at
times when these countries are scarce of foreign exchange, it would
help these countries to operate their foreign exchange holdings with
greater smoobthness and enable them to édministrate their economies

with advance planning.

Brom



From this viewpoint, it is proposed that a fund be established
along the following lines to grant short-term foreign exchange loans
to the Asian countries.

{1) Functions of the Fund
This Fund has as its. purpose the supplying of short-term
foreign exchangé loans to thg Govermments of the Asian countries R
taking fubure earnings from main agriculbural exports as security,
the fomula and terms being as follows:
(a) Formula for making loansi

The Govermment of the co@tw concerned will apply for a
loan to cover the necessary amount of funds, and will present
to the Fund at the same time a Bond of Debt.

The Fund will make the loan on application provided thab
the amount is within the limits of the credit ceiling established
for that particular country by caleculation in aceordance wikth
credit amount calculation formulg previcusly decided by the
Board of Directors of the Fund.

(b) Terms for making loans:

The loan period shall not exceed six months, and the
interest rate to be applied shall be as low a‘s is possible when
the ratic of expenses of the Fund is taken into consideration.

(2) brganiz&tion of the Fund
The Fund shall have a Board of Directors and a Chairman of the

Board
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Board, The Board of Directors shall be composed of one represen-
tative from each of the Asian countries and the Uﬁited States.
Meetings of the Board shall be held as a general rule once a year,
at which time a formula to calculate automafically the credit
ceiling for éach country (including the kinds of commodities to be
offered as security and the ratio of the total amount of loané to
be made against the total export availability of the commodities)
and other policies for the operation of the Fund shall be decided,

The representatives of the comntries composing thé Board of
Directors shall be appointed to the Chairmanship in turn, for one
year, and the Chairman shall be responsible for the calling of the
Board of Directors to meeting and the exscution of business of the
Fund in accordance with the policies decided by the Board.
(3) Capital necessary for the Fund ‘

The amount of céﬁital necessary for the Fund shall be one

hundred million dollars.



Ratio of Exports of Main Agricultural Commodities

in Soubtheast Asian Countries

Country

Burma 1/
Ceylon 1/
India 1/

Indonesia 1/
Pakistan 1/

Philippines 1/
Thailand 1/

Malay 1/
China (Taiwan) 1/

Cambodia 2/

Vietnam 2/

Source: 1/

Commodity

Rice
Tea

Jube
Tea

Rubber

Cotton
Jute

Coco-nut

Sugar

Rice
Rubber

Rubber

Sugar
Rice

Rice
Rubber

Rubber

IMF Statistics;

1955
%
7662

6191{.

20.8
19.4

LY

21,2
36.4

39.1
27.2

37.6
243

36.6

L9.5
3.5

8,0
Y
57.9

Year

2/ National Bank Statistics of the

respective country.

19.5
43.2

87.3 |



* GONFIDENTIAL

1. The United States view that Moscow!s basic aims are to
neubralize the free nations thereby isolating the United States
coincides with that of the Japanese Government .~-U.S. Paper 4. (b),
Japanese Paper No. 8, I.

. The Ja.pa.nesé Govermment is of the same opinion in principle
as the United States view that in view of erosive forces operating
within tﬁe Communist world] if the free world preserve its strength,
unity and resoiution_, the Communist threat may be reduced to accep-
table proporbioné s 1f not dissolved.—-U.S. Paper 1., Japarese Paper
No. 8, I+

2. The dquestion is .what measures should be taken to maintain such

| strength, unity and resolution among the free ﬁorld.

The security problems including territorial ones are related
to the question of how to preserve unity between Japan and the
United States.--Japanese Paper No, 3, II, 1., and No. 4. The United
States Gm.rermlent. is of the opinion that existing free world alli-
arces must be ﬁreserved and strengthened,--U.8. Paper 5, (a),(III).
The Japanese Goverrment understands that’ this means the need for
preservation an'nd strengthening of the spirit of alliance but is
not necessarily intended to maintain specific provisions of exist-
ing treaties as they are. _

3. The United States Govermment emphiasizes the need for the free
world to strengbhen their military capability.~-~U.S. Paper 5,(a) ,(Il_)q

For
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For this purpose, the Japanese Goverrment is determined to
build up the Japan's defense-forces within its capabilities, and
mzking positive efforts to formulate a concrete program for such
defense build-up,--Japanese Paper No. 3, II, 2,(1).

L. In the light of the United States views that economic and
_technical assistance to the free nations should be.mainbained and
sbrengthened, it is clear that the strengbth required for the free
world is nob limited bo the military strength alone, and that the
maintenance of bvera.il strength, especially economic strengbh, of
the free nations should not be overlooked.—-U.S. Paper 5, (a),(IN).

BEmphasis on the Japanese-American co_operation for the sco-
nomic developnierit in South-Bast Asia, and a few suggestions made
by the Prime Minister therefors are in line with such United States
view.--Japanese Paper No., 5.

The United States Govermnment emphasizes that economic and
technical assistance must not be at the expense of other defense
measures.--~U.S. Paper ‘5,~ (2),(V). ‘l;his agrees with the ‘Prime
Ministerts view that there shouldlbe a proper balance between the
military and the economic assistance.--Japanese Paper ﬁo. 8, 11,
(). |

5. The United States Govermnexrb.points out that energetic efforts
should be made to resolwve or neutralize differences that exist or
may arise.~-U.S. Paper 5. (a),(VI).

It is



It is earnestly hopéd and expected that the forthcoming talks
in Washington will be able to lay a common basis W’_n.ich enable the
two Governments to sebttle all the differences that exist or may
arise between the two- countries.

6. The Japanese Govermment fully agrees withA the view of lt.he
Unibed Sbates that full suppors showld continue o be given to the
United. Nations and efforts made to strengbhen.its capability to
prevent or defeat aggression.--U.S. Paper 5, (a),(VII). |

It is believed to be in line with this objective that the
Prime Minister has suggested that there should be a provision in
the Security Treaty clarifying its relationship with the United
Nations Charter.--Japanese Paper No. 3, II, 1, {(a), b.

7. The United States views conclude that recognition of "Two
Chinas"” will only result in destroying the posi‘bion.of the ‘Govern-
ment of the Republic of China and contribubing substancially to the
growth of Commumist influence in Asia.--U.S. Paper 5, (d).

The Japanese Govermment does not think that it will always be
the case. As the United States Government will probably agree,
internal collapse of the Communist regime on the China mainland
cannot be expected, On the other hand, a possibility cannot be
overlooked that the Nationalist China may be absorbed by the Com-
mmist regimé through the so~called peaceful emancipation of Formosa.
--Japanese Paper No, 7, III, (2). ‘

| Conse%erit;z
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Gonsegueﬁtly, in the belief that the "Two Chinas! solution is
the most effectiNéAmeans of retaining Formosa on the side of the
free world; the Prime Minister has suggested that we should make
efforts in that direction.--Japanese Paper No. 7, I11, (2).

8. In conclusion, while it is a fact, as observed by the United
States Government, that the Communist countries have inherent
weaknesses in their politiéal and economic structures, it is not
necessarily proper for thevFrge World to carry oub their policy
against the Communist world on the assumption that the present
structure of the Free World is flawless. There are many points in
the cur;enm Japanese-ﬁmﬁricén relations that should be rectified in
the future. As is also pointed out by the United Statoes, the Com-
munist world will conbinue to ubilize to its advantage the. existing
world!s iils. Therefore, it is an urgent necessity for the United
Stateé.and‘Japan to rectify unfavourable situations which may be
exploiﬁéd by the Communists, As stated by the United States
Government, it is correct in principle to pressure the Communist
countries to take up a new policy favourable to the Free VWorld.

But we must be careful nobt to be too rash in our offence against the
Communists lest we should stumble ourselves, The same is true of
the present situation in Formosa as well, However,  whereas the
Communi$ts have inherent and unremedial weaknesses createé by the
erogive forces operating ﬁithin the Communist worldd, the weakness
in the Free countries, if any, can be remedied by their own will

and efforts, This is the fundamental difference in the two cases.
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Draft Japan-U.S. Joint Communique

1. The fresident at;d the Prime Minister held a general exchange
of views on the international situation. They agreed that although
the danger of major War‘ had receded, the communist threat had not
yet dissolved and that, therefore, the free nations should continue
to preserve and strengthen their unity. They also exchanged frank
views on policies to be taken by the free world in order to stabi-
lize and fortify their pos:_l‘.’c.ion in struggle for peace., Special
attention was paid to the situabtion in Asia, particularly, the

problem of China.

2. In relation to the problem of China the Prime Minister pointed
out that in view of the closeness and the traditional, cultural -
and economic relations of Japan with the mainiand of China, it is
only natiral for Japan to maintain intercours'e with the China main-
land, and that it is necessary for Japan to develop trade relations
therewith. The President expressed understanding of the position
of Japan in this comnection. The President and the Prime Minister
agreed that it is desirable for the two Governments to maintain a

close contact on the China problem in the fubture.

3. Referring to his recent tour of certain South-East Asian
countires, the Prime Minister stated that he was deeply impressed

with
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with the serious efforts these countries were making toward
economic development, and that he had streﬁgthened his conviction
tha_t peace in Asia wouid best be promoted by prosperity and pro-
gress. The President expressed complete agreement with the Prime
Minister!s view. FPrime Minister Kishi informed President Eisen-
‘hower of the impression he obtained in his meetings with the
leaders of the countries he visited during which he discussed the
possibility of Japan's further cooperation in their economic deve-
lopment, The President stated that the United States Govermment,
for its part, is prepared to cooperate with other fl’;ee countries
in establishing funds for economic development and technical

training centers for South-East Asian countries,

L. Emphasizing that nuclear tests must forthwith be prohibited
for the welfare of markind and that it will be in the ultimate
interest of the free world, if the United States should take the
leading role in working out an international agreement for this
purpose, the Prime Minister expressed his strong desire that the
United.States Government give most serious consideration to the
proposal submitted by the Japanese Govermment to the Disarmament
Sub-committee of the United Nations. President Eisenhower stated
that the United States Govermnment agrees with the Japanese Govern-
ment on the desirability of prohibiting muclear tests, but that

the



the fundamen'l;al obstacle in the way of such a prohibition lies in
the difficul‘by of placing full trust in the good faith of all the
nations concerned. The President gave assurance, however, that the
United States Government would make positive efforts to reach an

international agreement at least for controlling nuclear tests.

5. The Prime Minister expressed Japan's firm determination to
uphold the principles of freedom and democracy, aﬁd__‘to maintain
its b.asic policy "of cooperating with the free natioxi[s. He empha-
sized the strong desire of the Japanese people for the maintenance
of peace, Expressing his own sincere concern for world peace, the
President stated that the policy of the United Sta.teé is %o prevent
aggression, and to realize world pear;e based on liberty and justice.
He emphasized that it is willful propaganda which say that the
United States military ppiicy aims at the overthrowing of Commmist

power by force.

6. The President and the Prime Minister reaffirmed that the
paramount objective of the cooperation between Japan and the Unitéd
States in security matters is to prevent aggression. They also
reaffirmed that all international disputes ;;hould be solved by
peaceful means in accordance with the principles of the United Nations
Charter, and that the two Govermments will not- support attempts by

any



any gov;ernment to use military force aé ‘a means of furthering its
policy.

The President an\dv the Prime Minister exchanged frank views on
‘ineasures t0 be taken in order to establish close cooperative rela-
tions between the two countries based on mutual brust and true
partnership. They agreed that in view of the faect that Japan has
now built up its defense capabilities to such an extent as enables
her to share with the United States the’ responsibility for the
defense of Japan and that Japan has become a member of the United
Nations, the presenmt Security Treaty should be revised éo as to
make it more consonant with Japan's newly esta..blished position,
and that the two Governments should enter imbo negotiations for
such a revision.

Prime,Minister Kishi explained the basic policy for national
defence vmicl'; the Japanese Govermment recently decided upon.
President Eisenhower stated that it is the United States policy to
withdrew the United States foreces in Japan to the maximum possible
externit, and that, in particular, the United States Govermment
plans a complete pull-out of f.-.he United States Army combat force
nowWw remaining in ;Tapan. They agreed that the two Goverrments
should consult on the Bverall progran for the withdré.wal of the
United Sﬁates forces and the release of United States military
bases in Japan., President Eisenhower make it clear that the United

States



States Government has no plan to send an atomic force to Japan,
~and has no intention to station such a force in Japan against the

wishes of the Japanese Government.

7. Prime Minister Kishi emphasized that the restoration to Japan
of the administra‘i:;ive rights of the Ryukyu and Bonin Islands is
the unan:.mous desire of the Japanese people, and that the realiza-
tion of this desire will contribute immeasurably to the friendly
relations between the two countries, While confimming that Japan.
has ultimate sovereignty over these islands, the President emphasiged
the vital military importance of these islands to the security of
the whole Far Eastern area in the foreseeable fubure. As a resulbt
of serious discussions on this subject, they agreed that the United
States should return the administrative rights vested in the United
States under Article ITT of the San Francisco Peace Treaj;y f.o Japan
after ten years, and even‘before the lapse of ten years if
eircumstances i:emitg They also agreed that with respect to the
Byukyu Islands, even before the cbmplete return of the civil
administration to Japan, the aubhnomy_of the residents should be
encouraged to the maximum extent and various Japanese Goverrment
agencies should be permitted to exercise their functions, so far
as is compatible with the military requirements.

The
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The Prime Minister strongly requested that pending the return
of the administrabive rights in the Bonin Islands s the former
residents be permitied to reburn to these islands. President Eisen-

hower agreed to this request.

8. In view of the fact that the expansion of trade with the
United States is indispensable to Japan for the sound development
of its economy and that the economies of the two comtr%.es are
basically complementary, the President and the Prime Minister

. matually confimed the desirability of expanding and developi_ng
further the trade relations between Japan and the United States.

While expressing appreciation of the difficulties for the
United States Go#ernment ‘arising from the demands made by certain
domesil;ic industries for protective measures against foreign as
well as Japanese competition, Prime Minister Kishi explained that,
in consideration of the predominant :?mportancé of thé United States
market for Japanese trade, the Japanese Goverment has been taking
effective measures devised to prevent Japanese exports from causing
friction in the United States, and will continue to do so in the
future. He expressed his deep concern over certain import res-
triction movements, in particular, the State Laws discriminating
against the sa.ie of Japanese goods in the United States, which has
én- adverse effect of discouraging the efforts being made by Japan
to carry out a normal and orderly expansion of her exports to

United States markets.

Considering



Considering the concern of the Prime Minister to be reasona-
ble and justifiable, President Eisenhower confirmed that the
United States Govermment would mainbain unchanged its traditional
policy of free trade. He also made it clear that effective mea-
sures were being taken to obtain the repeal of the State Laws

discriminating against the sale of Japanese goods,

9. Prime Minister Kishi explained {he various domestic economic
problems now being confronted in Japan. He expressed his hope
that financial and technical cooperation would continue to be
extended by the United States to strengthen and expand the basic
industries,' such as electricity, iron and steel, ‘tra.nsporta'bion
and others, and also to develop other importamnt industries in
Japan. President Eilsenhower expressed his belief that not only
the expansion of trade but also the establ;i.shmen'l-:v of closer rela-
tions with the United States in all economic fields is ifnporha;xt
for the stability and development of the Japanese economy, and
stated that the economic conditions in Jai)én as explained by
Prime Minister Kishi will be taken into full cénsideration by the

United States in carrying out foreign economic aid programs.

10. Pointing out that twelve years had elapsed since the close of
war, the Prime Minister strongly requested that the 67 Japanese

still



still detained as war eriminals shonld now be released, Pregi-
dent Eisenhower stated that the United States Govermment was taking

all possible measures to enable the early release of these men.

N Prime Minister Kishi and President Eisenhower agreed that, as
a result of the friendly and frank exchange of views that they had
held, there was now a mutual understanding gnd agreemenit on the
fimdamental identity of interests between Japan and the United

States making new epoch in the friendly relationship of the two

countries.



Wednesday, Jiune 19

CONFIDENTTAL

SUGGESTED OUTLINE OF SCHEDULE (KR
FOR WASHINGTON TALKS '

11i:30 a.m.

12:30 p.m.

3:15 pem.

Blair House
Assistant Secretary Robertson will call on

Prime Minister Kishil.

The White House

The President, Prime Minister Xishi, and the
Secretary of Sbate will meeb at the White House

for their initial discussion.

Department of State

Prime Iviinis’ﬁer Kishi will meet with the Secretary
of State, the Secretary of Defense, Assistant Sec-
retary of State Robertson, Asgistant Secretary of
Defense Sprague, Admiral Radford, and several
Department of State advisers to discuss the existing
military situetion and specific U.S.-Japan problems
relating to security and defense arrangements and
territorial questions.

Also, a communigue drafting group will be

designated.,
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Thurgday, June. 20

10:00 a.m. Department of Stabe .
Prime Minister Kishi will meet with the
Secretary of State and other appropriate officials

of the govermment to discuss all economic matters.

Priday, June 21

9:00 a.m. " Department of State
Prime Minister Kishi will meet with the Secretary
of State to review any matters which seem appropriate,

and for semi~finalization of the joint communique.

11:00 a.m. The white House
| | Prime Minister Kishi will meet with the Presi-
dent and the Secretary of State for a final review
of major points and finalization of the joimt

communique.



Washington, D.C,
June 5, 1957, 5:00 P.M.

PRESS RELEASE : %)

The i’résiden’c. today signed an Executive Order codifying pro-
visions for the administration of the Ryukyu Islands.

Pending the enactment of appropriate legislation by Congress,
the Order continues in force present procedures providing for the
exercise of administrative, legislative and jurisdictional powers
reposed in the United States by Article 3 of the frea.ty of Peace
with Japan. _ _

Under the Order, the aubhority granted to the United States in
the Treaty of Peace contimues to be exercised by the Secretary of
Defense,. subject to the direction and control of the President.

In addition to promoting effective and responsible self-
government, the Secretary is to make every eifort to impwove the
welfare and well-being of the inhabitants and to promote their
economic and _cul'bp.ral advancement., The Order continues responsibility
for the conduct of relations with foreign countries and ipternational
organizations with respect to the Islands in the Secretary of State.

The Order defines the limits of aubthority assigned respectively
to the United States and local government authoriities, It estab-
lishes a structure for operation of both United States and local
courts, and sebs forth the responsibilities of the execubive and

legislative branches of the Government of the Ryukyu Islands.



June 6, 1957,

THE EXECUTIVE ORDER

Providing for edministration of the Ryukyu Islands

WHEREAS under Article 3 of the Treaty of Peace with Japan the
United States is exercising all and any powers of administration,
"legislation and jurisdiction over the territory, including te~rritorial
waters, and inhabibants of the Ryukyu Islands (the term "Ryukyw |
Islands" as used in this order, meaning Nanseiishoto soubh of 20
. degree north latitude, exclud:iﬁg the islands in the Amani Oshima group
with respect to which all rights and interests of the United States
wnder the said article of the Treaby have been relinquished to Japan):

NGy, THEREFQRE, by virtue of the authorify vested in me by the ’
Constitubion, and as President of the United States and Commander-
in-Chief of the armed forces of the United States, it is ordered as
follows: '

SECTION 1. Except as the Congress may otherwise provide by law
w:'i_.th respect to the Govermment of the Ryukyu Islands, all administ-
rative, legislative, and jurisdictional powers reposed in the United
States by Article 3 of the Treaby of Peace wibth Japan shall be
exercised in accordance with this Order.

‘ SECTICN 2. -The said powers shall be éxercised by the Secretary
of Defense, subject to the direction and control of the President of
the United States, In the exercise of this éuthority: the Secretary
of Defense shall encéurage the dgaveiopnent of an effective and res-

ponsible Ryukyuan Government, based on democratic principles and

supported



supported by a2 sound financial structure, shall make every effort to
improve bhe welfare and well-being of the inhabitants of the Ryukyu
Islands, and shall continue to promote the economic and cultural
advancement of the inhabitants. The Secretary of Defense may
delegate any function vested in him by this order to such officials
or organizational enmtities of the Department of Defense as he may
designate. |

SECTION 3. The Secrstary of State.éha].l be responsiﬁle for the
conduct of relations with foreign countries and international
organizations with respect to the Ryukyu Islands.

SECTION 4. There is established, under the jurisdiction of the
Secretary of Defense, a civil administratlon of the Ryukyu Islands,
the head of which shall be known as the High Conﬁnissioner of the
Ryukyu Islands (hereinafter referred to as the "High Gannnissioner")’.
The High ﬁommissionef (a) shall be designated by the Secretary of
Defense, after consultation with the Secretary of State and with the
approﬁl of the President, from among the active duty members of the
armed forces of the United States, (B) shé.ll have the powers and
perform the duties assigned to him by the terms of this Order, (C)
may delegate any function vested in him to such offieials of the
Civil Administration as he may designate, and (D) shall carry out any
powers or duties delegabted or aslsigned to him by the Secretary of
Defense pursuant to this order. |

SECTION
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SECTION 5., There is hersby conbinued, subject to the.provisions
_of this Order,.the now existing Eyukyuap central government (herein-
after referred.to as the Govermment of the Ryukyu Islands).

'SECTION 6. The legislabive power of the Govermment of the
Ryukyu Islands, except as otherwise provided in this Order, shall be
vested in allégislative body whose members are directly elected by the
people of the Islands. The legislature shal; consist'of;a single house
of 29 members who shall be e¢lected bilennially in ewven numbered years
from single representative districts,

‘ SECTION 7. The legislative body shall exercise legislative powers
which extend only to all subjects of legislation of domestic applica-
tion. The legislative body shall determine the procedures for judging
the selection and qualification of its ouwn members and shall choose
therefrom its officers and determine its roles and procedures. Local
legislative bodies, the members of which shall be elected by the in-
habitants of the respective municipalities in accordance with proce-
dure established by the legislative body of the Govermment of the
Ryukyu Islands, shall be given and shall exercise appropriate ﬁuni~
ciapi legislative powers. The High Gommissioner shall reporb to the
Secretafy of Defense all lawé enacted by the legislative body of the
Government of the Ryukyu Islands and the said Secretary shall report
the same to the Congress 6f the United Sﬁates; |

SECTION 8. The executive power of the Government of the Ryaikgru

Islands



-l -

Islands shall be vested in a Gﬁief Executive who shall be a Ryukyuan,
- appointed by the High Gomniss:'ll._oner after éonsultation‘ with represen-
tatives of the legislative body. The Chief Executive shall have géneral
supervision and control of all exscﬁtivé agencies and instrumentalities
of the Government of the Hyukyu Islands and, shall faithfully execute the
laws and ordinances applicable to the Ryukyu Is}ands. The head of each
municipal government shall be elected by the people of the respective
municipality in accordance with procedures established by the legis-
lative body of the Govermment of the Ryukyu Isiands.

SECTION 9, ZEvery bill passed by the legislative body shall,
before it becomes law, be presented to the Chief Executive. If the
Chief Executive approves.a bill he sﬁall sign it, but if not he shall
return it, with his objections, to the legislative body within fifteen
days after it shall have been presented to him. If a bill is not
rebturned within the specified fifteen-~day period, it shall become law
in like manner as if it had been approved by the Chief Executive,
unless the legislative body by adjournment prevents its rebturn, in
which case it shall be law if approved by the Chief Executive within
forty-five days after it shall have been presented Lo him; _otherwise
it shall not be law. When a bill is returned to the legislative body
with objections by the Chief Executive,‘the iegislatixe body may proceed
to reconsider it. If, after such reconsideration two-thirds of the
legislative body pass ibt, it shall be sent to the High Commissioner.

If the High Commissioner approves it, he shall sign it. If he does not

approve
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approve it, he shall return it to the legislative body so stating, and
‘it shall not be law. If the High Gomnissi;ner neither approves nor
disapproves the bill within forty-five days from the date of trans-
mittal to him by the legislative body, it shall become law in like
manner as if he had signed it. If any BHill approved by the legislative
body contains several items of appropriation of money, the Chief
Executive may object to one or more of such items or any part or parts,
pbrtion or portions thereof, while approving the other it;ms , OT parts
or portions of the bill. In such case the Chief Executive shall
append to the bill, at the time of signing it, a statement of the
iter;15 , or parts or portions thereof, objected to, and the items, or
parts or portions thereof, so objeéted to lsha.ll not take effect,
Should the legislative body seek to over-ride such objections of the
Chief Executive, the procedures set forth above will apply. In com-
puting any period of days for the foregoing purposes, Sundays and
legal holidays shall be excluded.
SECTION 10, Judilcial powers in the Ryvkyu Islands shall be
exercised as follows: |
(4) A system of courts, including the civil and criminal
courts of original jurisdiction and appellate tribunals, shall be
maintained by the Govermment of the Ryukyu Islands. These courts
shall exercise jurisdiction as i‘oiibﬁs:-
(1) Civil jurisdiction in all civil cases, subject o
the provisions of paragraphs (B)(1l) and (2), below.
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(2) Criminal jurisdiction over all persons except (a)
members of the United States Forces or the civilian |
componsnt (b) Employees of the United States Govermment who
are United States Nationals even though not subject to trial
by courts-martial under the uniform code of military justice
(10 U.8.0. 801 et seq.), and (c) dependents of the forego-
ing, provided, nevertheless, that subject to paragraph (C)
below, criminal jurisdiction may be éxercised by cour#s of
the Governmgnt of the Ryﬁkyu Islands over dependents who
are Ryukyuans. Criminal juriédiction may be withdrawn
from the courts of the Government of the Ryukyu Islands by
the High Commissioner in any case which affects the security
property, or interests of the United States and which is so
designated by him, h
(Bj A system of courts, including civil and criminal courts

of ofiginal jurisdiction and appellate tribunals, shall be
paintained by the civil administration, These courts shall exer-
cise jurisdiction as follows:'

(1) Civil jurisdiétion over any case or controversy of
particular importancé afféctiﬁg the security, property, or
interests of the United States, as determined by the High
\Commissionero Such cases institubed in a court of the
Govermment of the Ryukyu Islands shall be transferred to the
appropriate civil administration court upon order of the High

Commissioner
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Commissioner at any time in the proceedings, includiﬁg
final appe]ia.te process, prior to the entering of final
decree, order or judgment. OCases so transferred may be.
subject to trial de novoe in the discretion of the court of
the ecivil administration.

(2) Civil juriediction in cases and controversies in
which a member of the United States forces or ’c'.he civilian
component thereof, an employee of the United Sfates Govern~—
ment who is a Unifed States national, or a dependent of one of
the foregoing, unless such dependent is a Byukyuan, is a
varty if upon petition of one of the part.ies to the suit the
High Commissioner deems the case to be ifiportant in its effect,
direct or ind:iréct s on the security of the Islands, on foreign
relations or on the security, property or interests of the
United States or nationals thereof and determines that the
civil administration should assume jurisdiction over the case.
In this event, such cases instituted in a court of the Govern-
ment of the Ryukyn Islands shall be transferred to the appro-
priate civil administration court by order of the High Com-
missioner at any time in the proceedings, including final
appellate process, prior to the entering of final decree,
order or judgment. Caseé so transferred may be subject to
trial de novo in the discretion of the court of the civil
administré.tiéng |

)



(3) Criminal jurisdiction over United States nationals
employed by the United States or any agency thereof who are not
subject to trial by courts-martial under the uniform code of
military justice (10 U.S.C. 801 et aeq) and their dependents,
excluding Ryukyuans. .

(4) Criminal jurisdietion in specific cases or particular
importance affecting the security,_ property, or interests of
the United States, as determined by the High Commissioner. Such
cases instituted in a court of the Govermnment of the Ryukyu
Islands may be trénsferred to the appropriate civil administra-
tion court .upon order of the High Compissioner at any time in
the proceedings, including the final appellate process, prior
to the entering of final decree, order or judgment, (ases so
transferred may be subject to trial de novo in the discretion
of the court of the civil administration.

(C) Criminal jurisdiction over persons subject to trial by

courts-martial under the uniform code of military justice (10 U.S.C.

801 et seq.) will be exercised by courts other than courts-martial

only when the military commander concerned determines not to exercise

military Jurisdiction wnder the uniform code of military justice and

specifically indicates to the High Commissioner his approval of

referring the case to another court.

(D) The highest appellate court of the civil administration

shall I;ave jurisdiction to review:

(3]
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(1) Any case, civil or criminal, tried in the inferior
courts of the civil administration, whethér initiated therein
or removed thereto, upon appeal by any party. |

(2) Any caée, civil or criminal, decided by the highest
court of the Govermment of the Ryukyu Tslands having juris-
diction thereof in which is involved '

(I) a conflict of decision between the highest court
of the govermment of the Ryukyu Islands and the highest
appellate court of the civil administration or .

 (IT) a question of United States, foveign or inter-

netional law, including the interpretatioﬁ of any treaty,
act of Congress of the United States, Executive Order of
the President of the United States, or of a proclamation,
ordinance or order of the High Commissioner upon appeal
, by any party or, if no such appeal be taken, upon petition,
setﬁing forth the special grounds therefor, presented to
the court by the chief legal officer of the civil adminis-
tration. The highest gppellate court of the civil adminis--
tration shall have power to affirm, modify, set aside or
reverse the judgment, order or decree reviewed or o remand
the case with such directions for a new trial or for entry
of judgment as may be-just. In a criminal case, the appellate
court may set aside the judgment of conviction, or may
comute, reduce (bubt not increase) or suspend the execution

of sentence,

(E)
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(E) Nothing in this section shall be construed as extending to
any court of the Govermment of the Ryukyu Islands or of the civil
admiﬁistration, jurisdiction over the United States Govermment or any
agency thereof unless specific authority has been conferred in the
premises by the Congress . of the United States.

(F) TFor the purpose of theée provisions the expression

(11 WMembers of the United States Forces" shall mean the
personnel on active duty belonging to the land,.sea or air armed
forces of the United States of America whemever in the Ryukyu
Islands.

(2) Civilian Gomponent" shall mean the civilian persons of
tmited States nationality who are in the employ of, serving with,
or accompanying the United States forces whenever in the Ryukyu
Islands.

(3) "Dependents" shall mean the spouse and any child or

- relative By affinity, consanguinity or adoption when dependert
upon the principal for over ohe-half of his or her support
whenever in the Ryukyu Islands.

SECTICN 11. YThe ﬁigh Cofimissioner may, if such action is deemed
necessary for the fulfillmgnt of his mission under the Order, proﬁulgate
laws, ordinances or regulations, with due regard to the provisions of
SECTION 2 hereof. The High Commissioner, if such action is deemed by him
to be important in its effect, direct or indirect, on the security of the
Byulkyun Islands, or on relations with foreign countries and international

organizations
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organizations with respect to the Ryhkyu Islands, or on the foreign
relations of i';he U;Jited States, or on the security, property or interests
of the United States or.nationals 'blr_lereof, may, in respect of Ryukyuan
bills, laws, or officia.is, as the case may be (4) veto any bill or any
part or portion thereof, (B) anml any '1a.w_ or any part or portion thereof
within forty-five days after its enactment, aﬁd {C) remove any public
official from office. The ﬁigh Commissioner may assume in whole or in
part, the exercise of full authority in the Islands, if ‘such assumption .
of aubhority appears mandatory for security reasons, Exercise of
authority conferred on the High Cammissioner by this section shall be
pr'omptly reported to the Sec-re;tary of Defense, who shall inform the
Secretary of State.

SECTION 12, In carrying out this Order, including SECTION 11,
the High Gonmiiss:'l:oner shail preserve to persons :Ln the Ryukyu Islands
the basic liberties enjoyed by people in democratic couwntries, includ-
ing freedom of speech, -assembly, petition, religion and press, and
security from unreasonable searches and seizures, and from deprivation
of life, liberty or property without due process of law.

SECTION 13, The Secretary of Defense may issue such further
instruetions as may be necessary for the carrying out of this Order.

SECTION 14. Except as they may be inconsistent herewith, the
.proqéamations » ordinances, and directives heretofore issued by the
existing civil administration and its predecessor military government _
agencies shall continue in force and effect until modified, revoked,
or superceded under the autirxority of this Order. No proceeding,

either



either eivil or cirminal, pending in any court of the Government of
the Ryukyu Islands or of the civil administration of ‘bhe‘Ryulqru Islands
on the date of this Order shall abate by reason of this Order; and any
such proceeding shall be comducted and concluded in accordance with

the laws, ordinances, proclamations, and directives in effect immedia-
tely before the aate of this Order. _

'SECTTON 15, This Order‘shall become effective immediately, but
until its provisions shall severally become operative as herein
provided, the legislatvive; execublve and Judicial funcilions now vested
in the civil administration and the Govermment of the Ryukyu Islands,
shall continue to be exercised as now provided by law, ordinance,
proclamation or directive, and the incumbents of all offices under
the civil administration or the Govermment of the Hyukyu Islands
shall continue :ih.off_ice unbil their succes.sors are_appoﬁted or

elected and have qualified, unless sooner removed by competent authority.

DWIGHT D. EISENHOWER

The White House N

June 5, 1957.



